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National Capital District 

6 February 2012 

Dear Sir, 

Re: Holistic Performance Case Study 

In accordance with your engagement letter 3151 August, 2011 , we are pleased to present our Case Study of 

PNG Ports Corporation's (PNG PCL) overall performance between 2008 and 2011. The management team 

at PNG PCL has clearly made much progress in transforming its operations in recent times, a factor wh ich is 

widely recognised both within and outside the Corporation. It is to be hoped that this Case Study will assist 

and encourage you in continuing the transformation presently underway, and will also be a benefit and 

motivation to those other PNG enterprises which are seeking to emulate the success of PNG PCL. 

We have welcomed the opportunity to work closely with your team, and look forward to continuing our strong 

relationship in the future. 

Yours faithfully, 

Kirsty Laird 

Risk & Consulting Partner 

Deloitte Touche Tohmatsu 

Member of Deloitte Touche Tohmatsu 
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This report is prepared solely for the internal use of PNG Ports Corporation Limited (PNG 

PCL). This report is not intended to and should not be used or relied upon by anyone else 

and we accept no duty of care to any other person or entity. The report has been prepared 

for the purpose set out in our engagement letter of 31 51 August, 201 1. You should not refer 

to or use our name or the advice for any other purpose. 

Nature of This Work 

This report is a Case Study on PNG PCL. It draws its substance and conclusions from a 

large number of interviews of a cross-section of staff and external stakeholders of the 

Corporation. 

Deloitte is familiar with PNG PCL having conducted various engagements for it over several 

years, including strategic planning, business planning, and audit. The knowledge of PNG 

PCL gained through these engagements has helped inform our work in this Case Study. 

However, the conclusions drawn here are based on the direct feedback we have received 

during the interview process. As such, they represent an assessment of the organisation 

from the subjective perspective of those who work in PNG PCL, or have a direct association 

with it, or a direct or indirect dependence upon it. 

About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, 
and its network of member firms, each of which is a legally separate and independent entity. Please see 
www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and 
its member firms. 

Liability limited by a scheme approved under Professional Standards Legislation. 

Member of Deloitte Touche Tohmatsu Limited © 2012 Deloitte Touche Tohmatsu 
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Foreword 

Foreword 

The appointment in 2008, by PNG Ports Corporation Limited (PNG PCL) of a new Chief 

Executive Officer marked the start of a period of considerable change within the 

organisation. Since that time, the organisation has undergone a remarkable transformation in 

its operating culture and performance to become recognised as arguably PNG's most 

dynamic and commercially successful State Owned Enterprise. At the time of writing, PNG 

PCL looks likely to achieve a record year in its operating performance in 2011 , achieving 

costs K20m below its budget estimates, with a net profit approaching K1 07m. 

This is a review of the changes that have taken place during the period of PNG PCL's 

operations from 2008 until the end of 2011 and provides a commentary on those changes 

from the perspective of its employees and its stakeholders. It is presented as a Holistic 

Performance Case Study. 

In undertaking this Case Study, consultants from Deloitte Touche Tohmatsu (Deloitte) 

interviewed a wide cross-section of staff and management representing all sections and 

levels of seniority within PNG PCL, and were given access to any materials deemed by us or 

PNG PCL to be relevant. Deloitte also spoke to the senior management of PNG PCL's 

various key stakeholders including stevedoring, shipping, maritime services companies, the 

Maritime and Transport Workers Union, Lae Chamber of Commerce, and NAQIA. 

All interviews were initiated and facilitated by PNG PCL. Approximately sixty interviews were 

conducted . 

The Customs Department did not respond to requests for contributions to this project and the 

Independent Consumer and Competition Commission (I CCC) respectfully declined similar 

requests. 

This Case Study reflects most directly the response of the many interviewees who 

contributed their time and views. The degree of detail covered here has been limited only by 

the practical consideration of it being a Case Study whose purpose is to "tell the story" of 

PNG PCL's transformation over a three year period. However we believe that sufficient 

information is presented to allow the thinking reader, fami liar with the issues being faced in 

Papua New Guinea, to obtain a nuanced understanding of how PNG PCL has begun its 

transformative journey. PNG PCL knows better anyone that this journey is not yet complete. 
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Introduction 

Backgrouna 

Papua New Guinea has always been a trading nation fed by ocean transport. Long before 

the missionaries arrived to re-order its ancient customs, the coastal villagers and clans 

undertook long voyages to trade their wares with each other. 

The ports of PNG have been established as long as the country has been receiving 

overseas vessels. Port Moresby, Lae and Rabaul have been pivotal ports in the growth of 

the Nation's international trade. The remaining ports were built as part of PNG's regional 

supply network. 

Formal government association with PNG's port infrastructure probably began with early 

colonisation. 

In 1963, under Australian colonial administration, the Directorate of Transport recommended 

the establishment of the Papua New Guinea Harbours Board (PNG HB). The PNG HB was 

formally inaugurated in 1964 under the Harbours Board Act. 

Following independence in 1975, full responsibility for the nation's ports was finally vested in 

the PNG Government and operated by them in accordance with the continuation of this Act. 

Corporatisation 

In the late 1990s, the PNG Government embarked upon a privatisation program to divest 

state interest in ownership, management and control of public enterprises, assets and 

investments. 

The Harbours Board 1999 Annual Report stated this was" . . prompted by the Government 

recognition of the need to encourage competition and foster efficiency and productivity 

through private entrepreneurship." 

The Government considered privatisation of PNG HB and looked at overseas precedents, 

especially New Zealand, where successful transformation had been achieved. The 1999 

Annual Report continued: 

Two models are being considered by the Board. 

In model one, the PNG HB would be replaced by a PNG Ports Authority which would 

still act as a regulator, licensee and lessor. The PNG Port Authority would license 

new port companies to operate its ports possibly replacing current stevedoring 

arrangement. 
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In the second model, the PNG Ports Corporation would replace the PNG HB. This 

Corporation would operate under a new Port Corporation Act, and be registered 

under the Companies Act. 

This company would run all ports within its jurisdiction and would decide to lease, 

subcontract or rent any part or portion of its operations, in order to effectively 

------------~ol).erate the port. 

~~==========~=ll=:is~neumbent on the part-of both the board membeEsr::theJ7Jaaagemen~ad_stafLoll====== 
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the PNG HB to ensure the corporation and privatisation program is successful. 

As it transpired , PNG HB was not fully privatised, but rather, corporatised under sole 

government ownership. This was perhaps seen as the first step towards privatisation, the 

intended long term goal of the government of the day 

In 2002, PNG PCL was legislated into existence. It became a wholly-owned business entity 

of the Government of PNG, i.e., a State Owned Enterprise (SOE), to be managed as though 

it were a private business. The Government's shareholding is held and overseen on its 

behalf by the Independent Public Business Corporation (IPBC), a government appointed 

body. It is to the IPBC that the Board and Management of PNG PCL reports. 

Steven Lupa held the position of Chief Executive Officer when PNG PCL was established 

and the CEO role was then occupied for short durations by several others during the next six 

years. 

2008 - Appointment of a new CEO 

Brian Riches was appointed Chief Executive Officer (CEO) of PNG PCL in 2008. 

Although this was his first appointment as head of a major organisation, he was famil iar with 

SOE's having been Chief Operating Officer of PNG Post Limited for five years (a period 

during which that organisation underwent a major transformation), and prior to that, an 

advisor in various government agencies. He was also very familiar with PNG and its 

complex features, having lived and worked in the country for almost 30 years. 

Optional Leadership 

When Brian Riches arrived at PNG PCL to take up the reins of CEO, he saw an opportunity 

to make a lasting difference to one of PNG's most important institutions. His reception was 

warm and people were kind , friendly and welcoming towards him. What quickly became 

apparent however was that the CEO, as he understood the position, had no role. No one 

interacted with the CEO in functional day-to-day management. When he sought to find out 

about operations the standard reply was "you won't need to worry about that." When he 

asked about management team meetings, he discovered there were not any or at least none 

that involved the CEO. 

It was as though leadership from the CEO had become 'surplus to requirements'. PNG PCL 

ran itself without any CEO engagement, or so it appeared from his seat. 
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Introduction 

However, he was aware that PNG PCL did not run itself with any sort of a satisfactory 

outcome. In fact, it was blind to its own inertia and myopia. It was stil l stuck in its past 

incarnation as a public service agency and had not transitioned to an enterprise which could 

embrace " . .. competition and foster efficiency and productivity through private 

entrepreneurship, " as envisioned by the Government which had corporatised PNG HB. 

In troth, PNG PCt ha:d huge problems. It was massivelyinefficient. Its people-were not 

engaged. There was widespread rorting and corruption. People were paid whether they 

turned up for work or not. Services were not charged, resulting in serious 'leakages' in 

revenue, or, elsewhere, improperly sought by individuals to expedite 'favours'. The operating 

culture was mired in a dated public service, non-commercial, mindset. Financial 

management was such that the Auditor-General 's audit opinions were consistently adverse 

or qualified. The daily operations at each port were, to all intents and purposes, managed by 

the stevedores alone, with little PNG PCL engagement or accountability. 

Overlaying all of this was the absence of any substantial capital investment for decades. 

The port infrastructure across the country had been allowed to run down. Ongoing 

maintenance had been limited and, at some locations, completely neglected for years. Only 

the regularity of its trade, through shipping and ships' crews familiar with port operations and 

facilities across the country, enabled this circumstance to continue without major disruption. 

It was a laissez faire arrangement that, whilst not necessarily suiting all stakeholders, could 

nonetheless be accommodated with equan imity by them. 

The problem was that this situation was no longer sustainable and was certainly not going to 

meet the looming demand of the mooted LNG project should this eventuate. Even the 

existing patterns of growth, low though these were , were going to put strains on the Ports 

operation and infrastructure that may well break it. 

A 2007 Strategic Plan for PNG PCL prepared by CPCS Transcom and Deloitte highlighted 

these issues in depth and also drew attention to corporate governance issues and the 

absence of, or non compliance , with policies and procedures in nearly all areas of 

operations. 

The situation was completely contrary, in spirit and design, to the outcome sought by 

government at the time of corporatisation, namely, that as a corporate enterprise, it wou ld 

operate efficiently, and profitably as a sound commercial venture, and return a healthy 

dividend to Government. 

The new CEO identified three areas where there was a need to act fast. The operating 

culture of the organisation needed to be changed quickly, its operational capability needed to 

be built up, and funding needed to be sourced. Each of these tasks would be a major 

challenge in itself, and to stand any chance of success, the CEO needed to build a new team 

of committed activists! 
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Support fromTSSP 

At about this time, AusAID had contracted to provide advisors who would assist in the 

development of PNG's transport infrastructure. Under the Transport Sector Support Program 

(TSSP), government agencies and SOEs could apply for advisory assistance. 

1 PNG PCL was successful in obtaining the services of several advisors under this program 

----------ineluEiin§-speGialists-in human-resources, business development,finance,engir.~eering,por..L------

===t===============o~e~ra~t~io=n=&a==n~d~s~tr~a~teg~Qianning~. ------=====================================~ 
With these extra resources on board, change management at PNG PCL acquired a 

heightened impetus. 
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Changing The Culture 

Changing The Culture 

aut-aated Pul51ic Administration 

In 2008 PNG PCL was badly in need of repair. This was particularly the case with the 

corporate operating culture driving the business. 

The culture of an enterprise can be described as the unseen operating assumptions which 

permeate the corporation, govern the expectations and behaviour of its people and their 

approach to their tasks and each other, and inform their attitude and response to customer 

needs. 

The predominant working culture at PNG PCL was quite simply no more than that of a 

minimalist, uninspired and dated public administration with a limited regulatory function. 

There was no sense that PNG PCL was a commercial enterprise needing to achieve a 

reasonable return on investment. Customers were not customers; they were simply the 

users of a port service who needed to have their activities monitored according to a set of 

harbour management precepts and often ambiguous regulations. There was no clear line of 

communication for customers to resolve issues. Stakeholders did not know who to speak to 

in the corporation. Typically, when contact was made by a customer, the PNG PCL officer 

was unable to resolve the customer's problem to any significant level of satisfaction. 

There was no sense of commitment by staff to improve efficiencies or remove impediments 

to customer service. In fact, customer service was not a recognised or valued trait in the 

corporation. The job got done in its historical fashion, which is to say, with little passion for 

excellence, and little regard for commercial return. 

Significantly, PNG PCL did not even embrace their core purpose, namely, the management 

of the port operations. These were largely left to be managed by the stevedoring companies 

as de facto port operators. 

Theft and rorting was common with staff frequently paid even though they did not turn up for 

work, or worked short hours. The hours worked were those of the public sector, 8:00am to 

4:06 pm, not those of a customer-focused 24 hour international port operation. 

Profound Transformation 

The transformation of the working culture at PNG PCL has become a talking point outside 

the Corporation according to its staff. People comment, with pride, that in their conversations 

with family, friends and peers, the "changes at Ports" are common knowledge. One sen ior 

manager has remarked that he applied for a role at PNG PCL simply on the strength of what 

he had heard about its working environment. 
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Changing The Culture 

New Pride And Joy 

There is near universal agreement amongst staff that the changes are positive and provide 

for an enjoyable working place. Given that in Port Moresby the facilities are excessively 

cramped and unaccommodating, the claims of the staff clearly have less to do with their 

physical environment than the psychological environment. People appear, by and large, 

,=------'---------=e:::..:n.!.::'g.~ed and happy in their work. They~penly express enormous pride in PNG PCL's 
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achievements since 2008. However, they also recognise that the corporation has only 

·ravelled part of its journey of change. 

This transformation is in part attributable to an effective partnership between the CEO, his 

advisers and his senior staff. One TSSP Adviser puts it down to the CEO managing with a 

heightened appreciation of the strategic role of human resou rces, in a corporation as a 

transformative function. Rather than relegate this function to that of an ancillary staff activity , 

it has become a pivotal strategic driver which has seen extraordinary change occur in PNG 

PCL. 

Under their leadership there has been a clear focus on people, on treating staff well, on 

giving trust, and on leading by example. 

Change Management 

Part of the process which led to the change of culture at PNG PCL began with the 

recognition that there was a serious disconnection between defined responsibil ities and 

corporate performance outcomes, especially at middle-management levels. There were also 

structural disincentives for managers to assume a greater degree of autonomy and personal 

accountability for their staff's work, especially in terms of human resource issues. 

The inherited governing enterprise agreement, and the few public service inspired policies 

that were in place, had little to do with performance, but reinforced a sense of entitlement 

based on years of service, and failed to push accountability for outcomes to lower levels of 

management. There was no clarity around job descriptions, and no measures of 

performance by which people could judge their success. 

Training was approached as a reward rather than as related to the needs of the job. There 

was no career planning, and the remuneration system rigidly disallowed recognition of 

specific employee needs, either at a personal level, or in terms of work requirements. 

One simple model of change management suggests that attitudinal change in an 

organisation begins with management decisions. These lead to, or mandate, actions wh ich , 

when experienced by staff, influence their perceptions and ultimately their attitudes and 

behaviour. This would appear to have been the case at PNG PCL. 

From 2008 onwards there has been an intense focus on developing and implementing an 

effective range of policies covering all aspects of the business. With these there has also 

been an emphasis on measured individual performances, focused through relevant up-dated 

job descriptions which relate to the overarching goals of the Corporation, and enshrined in 

individual contracts of employment. 

10 



Changing The Culture 

Policies, Policies And More Policies 

At last count, PNG PCL has enacted at least 43 polic ies in human resources since 2008. 

It is the presence of these policies that staff point to as providing guidance and stability in the 

'-----------work-place-:-Their impact has been nothing short of profound-and-eften-reaehes-inte-the-lives--­

F7'i=======~o~Mhe-emplo_yees-beyondlbeir workplace~ 
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This is illustrated most powerfully in the PNG PCL Drugs and Alcohol Policy which forbid s 

staff from being at work in a drug or alcohol affected state. This policy is hardly unique. Many 

organisations have such a policy to fulfil their basic obligations in the area of occupational 

health and safety. After all, it is unwise to allow intoxicated individuals to operate potentially 

dangerous machinery and a port environment is a particular risk in this regard with the 

nature of container handling equipment. 

However, at PNG PCL this arguably intrusive policy has been embraced by staff. It has not 

simply been enacted, it is consistently enforced through the regular, random testing of staff. 

PNG PCL senior management eschew any form of tokenism in their human resources 

function. Therefore, it was agreed that the Drugs and Alcohol Policy would need to be 

supported through the purchase of enough breath testing equipment to cover all its 

operations. Testing takes place very regularly. Staff know that they might be randomly 

selected for testing at any time, and that the policy is applied to all levels of staff. 

The policy is also attributed with wider implications. It was apparently not uncommon for 

some of the men who were paid on Thursday or Friday to disappear for a drinking binge over 

the weekend , leaving their families unsupported, only to turn up, still drunk, for work on 

Monday. Their wives desperate to get some money to feed their children would be waiting at 

the gates on Monday morning! "We don't see wives turning up at the gates on Monday 

morning looking for their husbands, looking to get some money. That practice has stopped," 

is how one long term staff member described the benefit of the policy. "Guys don 't go and 

get drunk like they used to. Their jobs are important to them now. " 

Lifestyle Thinking 

The transformation cannot be attributed to a single policy but rather the combination of 

policies and their collected focus. All the policies are designed to improve operational 

effectiveness through people. They define business-centric expectations, and in this sense 

are simply elements of the Corporation's competitive commercial processes. 

However, many also have an aspirational edge to their underlying purpose, and their 

application reinforces this aspect. PNG PCL has actively pursued and implemented what 

might be called "life style" policies. 

For example, some policies encourage and support staff efforts to save their money. School 

fees are being paid on time. Ownership of a house is a real possibil ity and motor vehicle 

allowances are available in flexible remuneration packages. 

11 



Changing The Culture 

One of the most powerful "life style" policies to be introduced has been the Domestic 

Violence Policy. Women are invited to advise the Corporation of instances of domestic 

violence. In Port Moresby some 15 such reports were made in 2011 . How each case is dealt 

with is specific to its circumstances. In most situations the Corporation does not need to take 

any action. It is enough for the perpetrator to know that his partner has reported the matter to 

his manager at work. From there they reconcile a solution between themselves. However, it 
-------------------------------------

is accepted knowledge within the Corporation that such behaviour is not tolerated and a 
===!=f========;;;;:se;;:::r;;:;lo""u:;:;;s:=;b~r"'e::;;:;a::;;:;cl'i~o~c~o~m·pany policy which coold resu lt 1 
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If this were just a matter of mandating or proscribing behaviour it would have limited value in 

modifying this behaviour. However, in PNG PCL the stick is accompanied by the carrot. 

Counselling is employed when necessary and appropriate, and efforts made by the HR 

Department and management to support staff who find themselves in this type of situation. 

The approach is derived from PNG PCL as an employer recognising that it cannot expect 

optimum performance from staff members whose home life is suffering for one reason or 

another, and who otherwise have no access to the support mechanisms needed to rectify 

such problems. 

PNG PCL is generating a level of personal comfort amongst its staff which few other 

enterprises do. The sense of "family" being generated and fostered in the organisation is 

genuine and appreciated. 

The Gender Policy is another example where barriers are being broken down. "Women 

could never rise above secretary or admin clerk before. Now we are actually running Ports" 

was the comment of one staff member. (Alatau Port's Business Manager is a woman.) "This 

place is so different. I feel/ike it really is worth working hard because I know my work is 

appreciated. " 

This feature of the changes was even mentioned, unsolicited, by the senior executive of one 

of PNG PCL's key stakeholders, a stevedoring company, indicating that there is an 

awareness of these changes that extends well beyond the walls of PNG PCL. 

Similarly, chewing betel nut has been relegated to unacceptable behaviour. "/would be really 

embarrassed if I went to the front gate and bought buai and chewed," was how a junior clerk 

described it. This is a statement about behaviour and peer perception. The expectations in 

this regard appear widely understood, accepted and mostly met. 

Social Responsibility 

The Business Alliance Against HIV and AIDS (BAHA) recently facilitated an AIDS awareness 

campaign at Lae Port. Unlike at other enterprises, BAHA were overwhelmed by the 

enthusiasm, competence and commitment which accompanied the organisation of the event. 

Many staff, men and women, not only attended but submitted to the most challenging part of 

the campaign , i.e. , to be tested . ''The Ports people embraced this campaign like it was theirs. 

We hardly had to do anything," was the summary of the event from the BAHA organiser. 

12 



Changing The Cultu re 

The culture at PNG PCL is one of self-directed responsibility and accountability for what 

happens each day at work. "Everybody is participating now," was how one long term staff 

member describes their environment. 

Supported Awareness Programs 

------------'W~ith:..:.....:::s.::..o ..:..:m~a:.:.n:...Ly_(p:..:o:.:.:li.::..ci:..::e.::..sL, t:.:.:..::here remains a risk that staff could become overloaded or confused. 

===!========:::Lbi5d&:.e_sp_eclallydb.e~case for those policies~w_bi_ch directlydm.pact the livelihood-otstaflsuch 

- f as remuneration, or their career path opportunities such as Training and Development. 
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Consequently, the HR Department maintains a constant training and presentation regime to 

ensure there is widespread and continuous policy awareness. Toolbox meetings become a 

forum to make staff aware of policies and not simply to plan the day's activities. 

Regular bulletins are published, and managers are reminded to reinforce the information 

flows in regard to policies and their application_ 

These awareness programs also serve to provide feedback to management and the HR 

Team which is then used to keep policies relevant and effective for staff. 

Human Resource Policies 

The extensive range of human resources policies introduced into PNG PCL since 2008 

warrant listing. To the staff of the Corporation , based on their own feedback, this list is 

illustrative of how far the organisation has come in a short period of time, and how dramatic 

their change of internal 

Recruitment, Selection and Placement 
Recruitment and Selection Policy 
Employee Promotion & Transfer Policy 
Employee Promotion Policy 
Position Descriptions Policy 
Employment Contract Policy 
Induction Policy 
Employee Handbook 

Training and Development 
Cadet Scholarship Policy 
Training & Development Policy 

Employee Relations 
Grievance & Dispute Resolution Policy & Procedure 
Performance Management Policy & Procedures 
Code of Conduct Policy 
Dress Code Policy 
Workplace Harassment & Bullying Policy 
Whistleblower Policy 
Policy Review Policy 
Conflict of Interest Policy. 

13 



Employee Benefits and Remuneration 
Attendance at Work Policy 
Employee Retention Policy 
Employee Loan Policy 
Equal Opportunity Policy 
Financial Institution Control Policy 
Leave Policy 

Changing The Culture 

------------------;,P..:.e,;,.;.rf-=-or:..;.,:mance Bonus Policy 
Payroll Policy 

=:=t==~=========~edical P-olicy 
Mobile Phone policy 
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Timecard Policy 
Uniform Policy 
Remuneration Policy 
Loyalty Recognition Policy 
Gender Policy 
Acting in Higher Duties Policy 
Salary Sacrifice Policy. 

Occupational Health & Safety 
Family Members in the Workplace Policy 
Cholera and Workplace Tubercu losis Policy. 

Life Skills 
Sexual Harassment Policy 
Smoking Policy 
HIV & AIDS Policy 
Drugs & Alcohol Policy 
Domestic Violence Policy 
Betel nut chewing Policy . 

Transport and Travel 
Travel Policy. 

Staff Retention 

It is presently a common challenge across all organisations to find and keep qualified and 

experienced staff. The current personnel shortage created by the demands of PNG's LNG 

Project is placing pressure on most industry sectors, and particularly those which share 

similar skill sets. 

It is significant that, in this context, PNG PCL has managed to maintain and expand its 

employee base. More attractive remuneration packaging has been introduced which is linked 

to performance and outputs. Staff numbers have almost doubled to 750 since 2008, and staff 

utilisation has markedly improved. There has been an increase in the standard working 

hours from the public service based 73 hours to 84, with substantially increased rostering 

flexibility, to bring it into line with the working hours and practices of its private sector port 

stakeholders. 
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Port Manager, Business Manager 

PNG PCL is responsible for 16 ports located around PNG. With the exception of Port 

Moresby and Lae, most of these are relatively small operations, dealing only with coastal 

trade, although Rabaul, Alatau and Madang also receive an increasing number of cruise 

ships. 

Norsurpristrrg ly~th-ose-ports-phys ica ll'ra nd psych olog ica lly-distant·frolllf>ortMore·sby-h-ad 

t==1========t~e~n~d~ed~=~to~-~be~e~o~m~e=small-fiefdoms-within-the-P-NG 1-t B nl~e~tw~o~~~~~o'!:f=E_po~~~-t ~=============......::===: 

H 

[l 

n 

J 

Port Managers appointed to each port had responsibility for the operations at each. As in 

Port Moresby and Lae, the operating culture each manager brought to their task was akin to 

that of the public service regulator. They also operated to public service hours and with an 

attitude of indifference to the financial accountability of each port. 

Consequently, these ports not only ran at a loss, but there were numerous cases of fees not 

being collected from port users. This situation was not helped by the inadequate and un­

integrated accounting systems which were in place at the time. 

However, no accounting system improvements would be effective if the local port 

management was not personally committed to a transformation of their role, and by 

extension, the roles and behaviour of their staff. 

Changed Titles, Changed Expectations 

An early change made in 2008 was to re-title "Port Manager" as "Business Manager". With 

this change came the advisory directives from Head Office that each of the ports must now 

be run as a "business" with service delivery the hallmark of success. 

This was met with some resistance at first, especially as formerly independent managers 

were now increasingly required to report on their performance. Head office was seen as 

interfering and adding no value. 

However, the Business Managers were floundering under the weight of their new 

commercial responsibilities and expectations. This became most evident at their 

management conferences where the newly re-badged Business Managers wou ld simply 

deliver their litanies of complaint or wish lists of requirements. Their new roles confused 

them. 

It became obvious that if the Business Managers were to become effective in their ports they 

needed help and training . 

So the management conferences were changed. No longer focusing on performance and 

reports or reasons for failure, they became workshops. The Managers received training or 

advice. Matters were presented in terms of expectations of success and a "can do" attitude 

to achieving service delivery. One of the early breakthroughs came when external 

stakeholders, i.e .. customers, were invited to present on how they saw things and what 

constituted good service for them. Through these discussions, the principle of customer 

focus ceased to be a vague or ambiguous concept, and became a reinforced practical 

expectation, an achievable tenet of the new corporation's commercial philosophy. 
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Changing The Culture 

Gradually the attitude changed. The Business Managers approached their roles with a 

change of focus and a genuine aspiration to achieve excellent service delivery. New 

accounting processes were also introduced to deliver more accurate and timely financial 

information by which each Business Manager could more confidently and accountably 

1 monitor his or her port's operations. 

__________ -LJJ_e_communication with Head Office improved. Head Office was no longer seen as 

interfering, but was a resource which was always available and keen to help. 
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The change of attitude and personal endeavour of the outlying port managers is possibly the 

most symptomatic example of the transition of PNG HB to a commercially focused 

corporation. Two factors suggest this. 

Firstly, there had been little improvement in the physical infrastructure. Each of these ports 

was (and is) still in need of upgrading and improved maintenance. So the change has all 

been in terms of the attitude and personal pre-disposition with which each Business 

Manager has gone about their task. 

Secondly, the regeneration here has been with some of the longest serving members of the 

corporation . Most of the Business Managers in place now were Port Managers or Senior 

Port staff under PNG HB governance. Many are 20+ year veterans of the organisation. 

This has been a truly amazing transformation. When interviewed, these managers spoke 

with the same underlying pride, joy and excitement about working in present-day "Ports". 

Their enthusiasm is infectious. Their focus is aligned around their commercial achievement; 

a far cry from when they simply saw their role as nothing more than enforcing rules and 

regulations on port users. 

Community Service Obligation - Regional Ports 

Community Service Obligation (CSO) applies in those circumstances where a government 
seeks to have commercial businesses deliver certain 'non-commercial' products and 

services to the community. 

The Government has not as yet formally defined its CSO policy for its SOEs. Accordingly, 
PNG PCL has drafted its own. This proactive approach to CSOs is indicative of the culture 

now operating at PNG PCL. But it also has a practical element. 

Of the 16 ports presently managed by the Corporation, only three return a profit. The rest are 

loss making or approaching breakeven in their revenue. The capital investment needed to 

maintain them in an effective state of repair has fallen well behind what is needed. 
Therefore, PNG PCL is treating its responsibilities at these ports as part of its CSO 

obligations. 

These obligations are undertaken by cross-subsidising the operations from its three 

profitable ports, Port Moresby, Lae and Kimbe, to fund the non-profitable ports. 

This CSO policy requirement places considerable demands on PNG PCL's ability to 

generate the economic returns envisaged by government. But without this initiative 13 of its 
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Changing The Cultu re 

16 ports would deteriorate in capacity to become derelict and eventually close. The cost to 

the local communities they serve and the country would be profound . 

It should be stated that PNG PCL undertakes various other activities as part of its wider 

Community Service Obligation. These include the work associated with its Life Skills 

program for its staff, and community-based charitable activities. 
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Building Operational Capability 

Weak In All Operations - Need To Restructure 

The need to build operational capacity within PNG PCL commanded attention in equal 

measure to the need to change the operating culture. In many respects culture and capacity 

are synergistic attributes of organisations. 

In 2008, PNG PCL's organisational structure sti ll reflected its PNG HB culture. The notion of 

business development was largely unfamiliar and there was no embedded organisational 

mechanism for capturing, measuring or developing an organisation-wide commercial 

perspective of operations. 

Along with the constraining absence of a commercially driven culture and capability there 

was a fundamental weakness in the actual management of the port operations across the 

country. It was not an insignificant factor that the stevedoring companies had become de 

facto port managers largely due to PNG PCL failing to perform this role. 

According to one TSSP adviser, PNG PCL's operational behaviour tended to be reactionary, 

reflecting its former regulatory administration approach. Its skill sets in actual portside 

managerial operations were relatively weak. It needed to define for itself, and begin to wrest 

back from the stevedores, an appropriate level of responsibility and control within port 

operations which was operationally acknowledged by its various stakeholders. 

The Corporation also remained weak in the various subsidiary functions needed to support 

port operations such as Engineering, IT and Finance. 

Restructuring Principles 

Quite often, senior managers, especially newly appointed ones, rearrange their 

organisational charts with little thought to its impact on people, the goal of the restructure, or 

its expected life. In other words, they do not approach this critical management practice 

strategically. Consequently, most restructures add little to no value to the organisation, and 

quite often impose new costs and impediments to performance. 

The challenge for PNG PCL was to restructure the organisation in such a way which 

empowered people to operate along new commercial lines, with clarity, as well as allowed it 

to organically upgrade its operational capacity in the day-to-day management of its port 

operations, and which involved a// the key functions of the Corporation. 
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A further interesting ingredient was the stated expectation that this was an interim or 

transitional organisational restructure. It had a limited life as part of a longer strategic journey 

of change. The important message that this delivered staff was to not get too comfortable 

with the status quo; unlike earlier days, PNG PCL was an organisation "on the move", where 

change was likely to be a regular fact of operational life. 

Transitional Struc ure 

The CEO sought to restructure PNG PCL along clear, simple functional lines designed to 

emphasise its new commercial and operational imperatives of service delivery and customer 

focus. The initial organisational structure was introduced in 2009 with Board approval. 

Each department unambiguously knew its place in the organisation, its functional 

responsibilities, and its relationship to other departments. What was yet to be developed was 

the form of those inter-departmental relationships, especially the internal customer-supplier 

associations, and how to make these effective for the overall benefit of the Corporation. 

Missing Expertise At The Top 

The restructure looked good on paper and was certainly well-suited to the requirements of 

the corporation. However questions remained as to whether PNG PCL had appropriately 

skilled senior managers to head these key functional departments. Operations, IT, 

Engineering and Finance were particularly vulnerable without experienced leadership. 

Commercial and Corporate Services were important but less vulnerable in the short term. 

None-the-less, the organisation began to coalesce around its new functional structure as 

individual managers and staff began to respond to their new challenges. 

Turnover of Managers - Cost Of Dramatic Change Management 

Change management, especially of the kind needed at PNG PCL challenges people to re­

evaluate and re-align formerly entrenched behaviour and expectations in the context of the 

organisation's new aspirations. This is not always easy, especially for many middle ­

managers. Major change management programs often fall hardest on this group. 

The preferred approach was to use existing staff to fill vacancies whenever possible with an 

aim of giving managers and staff every opportunity to "sign on" to the strategic intent for 

PNG PCL. 

With an emphasis on individual performance, customer services, and operational efficiencies 

and the gradual removal of the traditional public service style work practices now in place, 

many middle and upper level managers were found wanting . Younger committed staff 

quickly exposed the weaknesses of their seniors who in turn failed to capture and master the 

new opportunities presented to them. There has been approximately a 90% turnover in the 

middle and upper level management during PNG PCL's transition to its present level of 

efficiency. 
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This figure seems high but it reflects the dramatic turnaround that has occurred at PNG PCL 

during this period with regards to the challenging chasm which has had to be bridged when 

moving from a non-competing public service agency to a commercial enterprise, that is 

responsible to its shareholder for the dividend it delivers and required to compete, directly 

with private sector competition. 

PNG PC[ has been prepared to move people from posltKTiim-po-S"itiUrrirrs-earch-of their-best-- ---- , 
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performance. Furthermore, the culture of the organisation has acclimatised to a regularly 

changing environment as an accepted aspect of its new dynamism and journey to new 

horizons. 

Recruiting Wisely 

Although the new organisational structure was proving to be effective, it was apparent that 

there remained serious weaknesses at the top of the organisation. 

Few incumbent managers had the skills and experience to lead the key departments of the 

corporation, especially since PNG PCL was now a business enterprise and its staff mostly 

had a public sector background. 

Careful external recruiting began to fill the critical vacancies and well-credentialed senior 

managers were brought in from across the country. National staff were recruited where 

possible, expatriate staff where there was inadequate national experience available. In the 

end, it was roughly a 50:50 mix. In all cases, the deciding criteria were who was best for the 

job. 

A strong management team of committed activists was being established. 

Supportive Environment 

The active support of an organisation's leadership and management teams are an essential 

factor to the success of any major business transformation process. 

In striving for the necessary buy-in from the management team the CEO sought to adopt an 

inclusive management style characterised by the level of support, commitment and 

empowerment given to senior staff. Their recommendations would typically be accepted and 

any help they required be freely given. The main constraint everybody has laboured under 

was available funding to achieve strategic outcomes. 

Managers were encouraged to try new ideas, test different operating paradigms and be 

prepared to take calculated risks. Not all programs worked but the approach taken was "fail 

early, fail cheaply". 

Most successful organisations have a culture of controlled risk-taking ; they actively facilitate 

an environment in which people are not afraid of trying new ideas for fear of failure and 

subsequent retribution. 

20 



[l 

fl 

ll 

Building Operational Capability 

It was also evident that a strong sense of teamwork was developing within the management 

group at this time fostered by the supportive approach. The change management required at 

PNG PCL needed to be undertaken across the entire organisation and the whole of the 

management group were effectively seconded to this task and regularly reminded at 

management meetings that ultimately it's sucess required a team approach. 

ew Operat1ons - Cargo Handling-

The One Big Difference 

"What is the one big difference between PNG PCL today and when it was the PNG HB?" 

This question was asked in various forms to everyone interviewed for this case study. 

Universally people answered spontaneously about changes of management attitude or the 

introduction of new policies or arrival of a commercial approach to replace a regu latory one 

or freedom to fearlessly try new ideas. 

However, the most powerful and heartfelt expression of this change was by one of Lae Port's 

senior long term managers. He simply looked out the window and pointed. "We would never 

have had that before!" 

With unabashed pride he was pointing at the seven rubber tyred gantries (RTG), the large 

container stacking cranes that loomed over the wharf. 

For PNG, these represented a new age in port operations. They were part of the future, and 

this is what he felt most keenly; that he was going to be managing a port operation that was 

modern and efficient, and comparable to those overseas ports he had studied in his training 

years ago, but never experienced in practice. 

He was still basking in the excitement of the previous day when Lae Port operated one of its 

two new mobile harbour cranes (MHC) for the first time. 

New Age Thinking 

The introduction of the RTGs and the MHCs represents a quantum leap forwa rd in port 

operations for PNG. 

Whilst the major ports around the world have been investing in these large pieces of 

infrastructure, enabling the relatively speedy turnaround of vessels and facilitating the arriva l 

of large ungeared container ships, PNG has remained a hostage to the smaller, slower 

unloading of the geared vessels favoured by coastal shipping lines. Geared ships represent 

less than 8% of the world 's container fleet and PNG's two strategically vital ports have been 

captive to this less efficient and more costly sector of the world's shipping for many years. 

A geared ship is one which has its own cranes with which it unloads its cargoes. The rate at 

which these vessels unload containers is around 6 TEUs per hour. A MHC can do the same 

job in less than half this time. In world class ports that rate is 26 TEUs/hour. 

At Lae Port, the inaugural application of the MHC reduced the vessel's time alongside by 

one and half days. It cleared the port in 50% of the time the shippers had scheduled for the 

vessel to be at Lae giving significant demurrage savings. 
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Building Operational Capability 

For the Lae Port Manager, whose passion is port operations and who had, for the term of his 

employment, been mired in dated methods and procedures, this was the most exciting day 

of his working life. During his early working days he attended training sessions which 

delivered classes on these contemporary operations, but he had to content himself with the 

knowledge that such practices could only happen overseas, not in PNG. Now his training 

;-----'----------=a=n..:..:d=-h:...:.i:.::.s-=d:..:a:.:..:ii.Ly....:.w:....::o:..:.r.:..:....:k were finally coexisting. 
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By its nature, PNG PCL deals in high value goods and services. Delays or operating 

mistakes can be very costly for port users' dependant on the timely supply of critical 

products. PNG PCL is vulnerable to illegal practices such as theft, bribery and rorting by port 

stakeholders and staff alike. 

In 2008, conjecture and anecdotal evidence suggested that PNG PCL had a deservedly very 

poor reputation in terms of its integrity. Corrupt practices were endemic in certain areas and 

there was a blind eye turned to behaviour which was either illegal or ethically suspect. 

"People were often paid, even when they didn 't turn up ... or came to work, then took the day 

off, " was how one long term employee described it. "You didn 't have to work and you would 

still get paid." 

The senior executive of one large stakeholder remarked "We have not seen 'extra payments' 

to clear cargo being demanded since (the new CEO) arrived. That practice seems to have 

stopped." 

Uncompromising Approach 

Since 2008, PNG PCL has actively addressed its security issues. This has been partly 

driven by the requirement of the international codes to which the Corporation now 

subscribes. But it has also been a consequence of management's focus on operational 

service and efficiency. Corrupt practices actually generate complexity and waste in 

organisations as they divert scarce resources to otherwise unproductive non-value adding 

processes. 

The CEO took a strident, uncompromising stand in this regard . The internal audit function, in 

its new livery as Business Assurance Department, was significantly strengthened and 

empowered to look anywhere and go anywhere it felt there was cause for concern. It did not 

have to look far and soon began to unearth inappropriate practices. 

An important message was being sent to the whole organisation, that corrupt practices 

would not be tolerated . This message was notably telegraphed to the corporation through 

the dramatic dismissal of a Head of Department and two senior staff when they were found 

to be complicit in serious fraud . 

Prior to this, the internal audit function had never issued a single finalised report. It was 

staffed by inexperienced and unqualified people operating from an inadequately resourced 

office. 
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Building Operational Capability 

The process of change here required a great deal of train ing and an approach of high 

visibi lity . The Business Assurance Department, which reported administratively to the CEO, 

actively aligned itself with the Corporation 's new strategic intent. Like the Human Resources 

function , it was given a strategic underpinning by the management team with consequently 

outstanding results. It tackled theft, leakage of revenue, maladministration in Board-awarded 

contracts, management-induced variations awarded to certain employee's wantoks and the 
---'----------::a~b:-:::s-:::e~nc:;;-:e~o•t >-tr:;;:;'a""ns""'p""'a""r"'e"'nc"'y" 'in many critical-processes such as-procurement-:-. ----------------
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The Business Assurance Department began its role as an mternal policeman, rooting out 

corrupt practice. Having been successful in th is aspect of its work, it is now directing its 

efforts towards supporting managers and branches in improving their internal controls, risk 

management and transparency. 

This shift of functional focus is not unique to the Business Assurance Department. It is 

occurring across the corporation as each department matures and develops. 

Maritime Compliance 

The 2002 legislation that created the Corporation was silent on the separation of the various 

roles inherited by the PNG PCL some of which did not fit easily within the remit of the IPBC. 

Specifically the harbours management and regulatory role of the Corporation stood in 

contrast with its mandate to operate the nation's designated ports profitably and 

commercially. 

The Harbours Act 2002 also transferred overarching regulatory authority for maritime 

activities to the Department of Transport (DOT) and this created a hiatus in harbours 

management as DOT struggled vainly to firstly understand and then enact some control over 

this jurisdiction. 

Confusion And Conflict 

In 2005, DOT delegated this regulatory responsibi lity back to the PNG PCL. But in so doing, 

it vested in a commercial enterprise, charged with the responsibility of return ing a profit for its 

shareholder, the Government, the power to regu late its stakeholders and customers, i.e., the 

other port users as well as itself. The potential for conflict was very rea l. 

As a senior staff member of today's Maritime Compliance Division put it, "Nothing was 

happening. Management didn 't know what to do. We had no teeth to bite. No one was taking 

the lead. Luckily we had no major incidents to deal with." This situation continued until 2008. 

How PNG PCL handled this situation is indicative of the long term stra tegic thinking with 

which it is approaching its transformation. 

The issue of the regulator sitting inside the commercial operator, which created conflicting 

lines of command and contradictory goals, was addressed by separating the functions 

internally in a way which clearly delineated the commercial activities of the organisation from 

its regulatory, rule-making activities . 
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PNG PCL created the Maritime Compliance Department later to become the PNG Harbour 

Management Services (PNGHMS) as a separate entity within the corporation. In addition, to 

providing some clarity around its role , this also embedded a flexibility to allow the regulatory 

arm of the business to be moved to another organisation without dislocating the 

Corporation 's commercial operations should this be required at some future date. 

New International Conventions 

At about th is time, PNG PCL also adopted maritime conventions as part of its drive to attain 

contemporary status as an international port. 

The separation of the maritime compliance and the adoption of maritime conventions have 

been further enhanced through new Maritime Regulations which came into force in 2010. 

These have given the Division an enforcement capability it had been lacking. Importantly, 

however, this enforcement function is tempered by the Corporation's focus on service 

delivery and sound customer relationships. 

Consequently, the somewhat casual approach which previously characterised the work of 

the harbours regulator is giving way to a more consultative method of dealing with issues 

which impact on ports and harbour users. 
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External Stakeholders 

Relationships 

The changes in PNG PCL have had their impact well beyond internal operations. 

Some of the most signif icant change has occurred in terms of its operating relationships with 

the port users, the stevedores and the agents . 

The challenge for PNG PCL, in assuming its new operator role in 2008, was to wrest control 

of the ports from the stevedoring companies without creating enmity between the parties . 

Given the strength and longevity of some stevedoring operations, their commercial 

connection to significant shipping companies, and their joint venture alliance with local 

landowners, this was never going to be easy, especially since some of the stevedores had 

become de facto port managers filling the operational vacuum allowed to form under the 

PNG HB regime. 

Potential Conflict 

The potential for conflict was very real. Diplomacy and customer service were the watch 

words for this process as well as careful public relations. The stevedores also needed to be 

convinced that the Corporation was up to the task as their commercial interests were very 

much at risk in this transition . 

It became apparent to the other port users that changes were happening at PNG PCL. 

There was a "can do" attitude beginning to permeate the organisation. Good staff were being 

put into management roles, non-performing staff were being replaced. 

They began to realise greater focus was being placed on customer service. The old attitude 

which approached all users' needs from a regulatory and compliance perspective made way 

to one of genuine customer focus. Staff went out of their way to assist the customer. "Our 

managers stopped throwing rules at customers and started to talk to them about how we 

could help them," was how one junior staff member described the change. 

Whilst most of the customer interface remained at a relatively low operator level in the 

organisational hierarchy of the interacting companies, the shift from the previous behaviour 

was profound, and consequently, it was noticed. 

Public Relations 

At the same time the Public Relations division was strengthened and, "good news" stories 

about the changes at PNG PCL were being published and presented at every opportunity. It 

was imperative that the Corporation delivered its new message as quickly and widely as 

possible as a means of reinforcement and of improving staff engagement. This strategy 
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became more important as the demands on the country's port infrastructure grew, and the 

signing of the LNG Project became imminent. 

The stevedores and agents gradually began to see and experience the changes at PNG 

PCL. It was becoming a different organisation to the one that they had become accustomed 

to dealing with and their preconceptions were being challenged. 

sures - Su ly Chain Blockages 
~~~====~==~~ 

The need to move quickly was well-recognised at PNG PCL and the Corporation was 

implementing its transformation as fast as possible. 

Unfortunately, the arrival of the LNG project coincided with these changes and the 

consequence was an unprecedented demand on the PNG supply chain. Port utilisation 

became massively congested . The stevedores and agents were grossly ill-equipped to 

handle the demand having failed to invest in their own operations, and the statutory services 

of Customs and NAQIA remained largely stuck in time. 

PNG PCL is but one element of a supply chain which stretches from the offshore supplier to 

the onshore importer. At any point in this chain , a bottleneck or delay can occur which 

impacts the entire chain upstream of the problem. A delay in delivering the ship's manifest, a 

hold-up with Customs, a trucking incident, all can cause the system to slow down. When 

there are many of these, the effect compounds. 

With the arrival of the LNG project, port operations began to grind to a glacial pace under the 

pressure of its operations and the many individual and independent problems or delays 

associated with each delivery. 

Although such delays may be due to a single constituent failure, because the whole supply 

chain is affected, there is a tendency to blame the most visible or over-a rching entity. In this 

case, it was PNG PCL. 

Scapegoat Criticism 

The Corporation became constantly criticised for delays on the wharf even though much of 

the problem was not of its making. For example, there was a huge build-up of containers 

being stored on the wharf. Although Ports receives a large portion of its revenue from 

storage, its primary goal is throughput. It derives its long term strategic value from efficient 

speedy turnaround of vessels and movement of cargo, not storage. The country also 

benefits from this. 

The build-up of stored containers suited other port users because they had nowhere else to 

store them and in most cases passed on the additional charges to their customers, and the 

blame to PNG PCL. 

PNG PCL decided to respond by writing to all the relevant port users compelling them to 

remove their containers. This was an unprecedented situation in PNG and represented a 

substantial shift in thinking, sending an unambiguous message to all port users that PNG 

PCL really intended to take charge of port operations. 
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Because of the growing culture of customer service, the port users were unable to claim that 

this was simply the reactionary demands of a regulator out of control. They were compelled , 

reluctantly, to accept that this was the reasonable request of a commercial enterprise intent 

on achieving new efficiencies and profitability. The congestion has eased a little. Importantly, 

the shipping agents have acted and PNG PCL is no longer being blamed for every problem. 

Union Relationships 

The main union covering PNG PCL employees is the PWG Mari tme and Transport Workers 

Union. 

This Union, formed in 1980 from an amalgamation of various port based unions has a proud 

history of supporting its membership. It would appear, however, to be uncomfortable with the 

evolution of PNG PCL to a competitive, commercial enterprise. It perceives the Corporation 

as approaching its relationships in an adversarial manner, or worse, in a manner which tends 

to see the Union as irrelevant. 

PNG PCL management believe its human resources and operating focus proceeds from a 

position which is employee-centric, and it has therefore not felt the need to negotiate with 

Unions regarding employee benefits. 

It sees itself as delivering these benefits through its policies and individual employee 

contracts. Based on the feedback of its staff, there would appear to be considerable support 

for this view. PNG PCL has been prepared to, and succeeded in, challenging the Union in 

arbitration which has strengthened their position and resolve 

The Union sees its former relationship with PNG HB as having been more satisfactory than 

their present relationship with PNG PCL. Likewise, they believe their present relationships 

with Telikom, PNG Power and PNG Post to be equally superior to their relationship with 

PNG PCL. 

PNG PCL is an enterprise which since 2008 has actively sought to better the social 

environment of its people and create complementarities between its employee's home life 

and work life. In doing so it adopts certain objectives which have indirectly resulted in the 

role of the Union being diminished and its relevance challenged. 

The Union concedes that port operations have improved under the present Corporation 

management. They also acknowledge that the new facilities being built for the waterside 

workers such as the staff kiosk and the amenities at Lae are a marked improvement on 

earlier facilities. 

They remain concerned that agreements to cover, say, the operation of the rubber tyred 

gantries (RTGs) are not in place and that their role as protector of workers conditions is 

being undermined and not recognised. 
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The Corporation expresses openness to the application of enterprise agreements with its 

port operations staff provided these do not lessen the benefit available to staff or impact the 

flexibility presently needed if PNG PCL is to continue its transformation. 
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Sourcing Funding 

Hollow Governance 

As a State Owned Enterprise, a commercial enterprise mandated to return an acceptable 

dividend to its owner, the Government, PNG PCL should be at no disadvantage to its private 

sector competitors and stakeholders. In fact, being backed by the Government, and with 

certain marketing privileges such as exclusivity in its operations, it should arguably be in an 

advantageous position. 

This, however, is not the case for PNG PCL. It has had to cope with constraining factors that 

its private sector associates do not experience. The absence of an engaged and industry­

informed Board and the responsiveness of IPBC, at times, has plagued the new corporation 

for years. In 2008, this situation became a source of real concern for the Corporation, 

especially in terms of its funding needs. 

Capital Investment 

As a commercial entity PNG PCL is mandated by government to achieve profitable 

economic returns on its assets. Yet the majority of its ports are inherently, structurally 

unprofitable and suffer from years of inadequate capital investment and poor operational 

management of existing infrastructure. 

Consequently at the time of corporatisation, it was recognised that substantial sums would 

be required to bring the port operations to a satisfactory state of repair and to modernise Port 

Moresby and Lae operations. 

However the operations were struggling to breakeven, let alone finance any future 

developments. Consequently, 2008 saw PNG PCL constantly knocking on Ministers doors 

looking for funds. This persistence was not rewarded forcing it to seek other avenues to help 

support the needs of the Corporation. 

They eventually received a line of credit for PNG PCL to the value of K100m from the Bank 

of South Pacific Limited which enabled the Corporation to pull through a particu larly tight 

period of liquidity with enough breathing space to refocus its efforts on generating revenues. 

PNG PCL was successful to the point of only needing to draw down K24m on the faci lity but 

its longer term need for substantial and continuing capital injection has not gone away. 

The Public Investment Program (PIP) has also been a source of funding in the order of 

K30m in 2010 and K23m in 2011 . This funding has been instrumental , inter alia, in allowing 

PNG PCL to invest in its MHCs and RTGs, purchased as a package under a single tender. 

Interestingly, the RTG component has actually been paid for from existing cash flow, since 
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the 2011 tranche of PIP funding has yet to be received, suggesting that the Corporation is 

being financially managed with rectitude. Other self-funded capital works underway include 

upgrades at Lae Port (extension of the overseas wharf, rehabilitation of the passenger 

terminal, inward/outward gate development, and port office rehabilitation) , Port Moresby Port 

(rehabilitation works for Terminals 4 and 5), and Kimbe (major upgrade of the palm oil tanker 

berth). 

==r========EN~~G!!:~~C!..!:Lb:=!!.!a~s~a~lso managed to secure donor funding through TSSP SUQROrt of various 

advisors. 
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ADB has earlier proposed the potential of USD$2billiion of supported investment subject to 

evidence of sustainable improvements in PNG PCL operations. 

Gradual Turnaround 

Over the last three years, PNGPCL managed to arrest the decline or achieve at least 

breakeven returns at most of its non-performing locations. However, the massive capital 

investment needed to rehabilitate these ports remains a serious concern. 

Audit and Financial Performance 

PNG PCL looks likely to achieve a record year in its operating performance in 2011 , 

achieving costs K20m below its budget estimates, with net profit approaching K1 07m. 

It is hopeful of receiving an unqualified audit report for this year for the fi rst time in its history 

as an SOE, having rigorously corrected previous reasons for its failed audits including a 

major asset revaluation. 

IPBC - Delayed Decisions 

A further operational constraint not experienced by private sector business and competitors, 

is the requirement to have IPBC formally approving any capital expenditure over K1million. 

The issue is not so much with the quantum of the request needing approval, but with the 

time frame and the delays in having IPBC assess and approve the request which at times 

can run to several months. Even expend iture previously formally approved through the 

budget process by the IPBC, but subsequently submitted within its own business case, can 

sit not being actioned at the IPBC for six months or more. 

This lack of timeliness in I PBC support runs contrary to the aspirations of PNG PCL, and in 

fact impedes its ability to fu lfil its owner's mandate for it "to achieve profitable economic 

returns on its assets" and imposes considerable problems for its capacity to provide 

excellent customer service and operations, 

All attempts by the Corporation to resolve this seriously constraining issue have failed to 

date. 
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Next Steps 

Strategic Direction 

In 2008 PNG PCL was mired in short term challenges and had little focus on its strategic 

objectives. The Corporation was largely flying blind in terms of its long term vision and it was 

recognised as imperative that this be addressed. 

A comprehensive strategy was developed and published as the "PNG PCL Strategic Plan 

201 Q-2014" in 2009. This plan defined the immediate future direction of the organisation in 

terms of 12 functionally-oriented outcomes. 

These were: 

1. Develop a strategic framework that supports the Board's strategic directives for 
the organisation 

2. Rehabilitate, improve and manage infrastructure requirements to support 
operations 

3. Improve port operational efficiencies and productivity 
4. Develop and formalise Community Service Obligations Policy and obligations 
5. Formalise our delegated authority in the area of Pilotage and Harbour 

Management 
6. Review and establish Corporate Services Management Framework 
7. Maximise revenue potential and prevent leakages 
8. Improve and strengthen asset management 
9. Rebuild and invest in ICT 
10. Rehabilitate the business development function within PNGPCL 
11. Develop, foster and maintain relationships with existing and potential 

stakeholders 
12. Review, implement OHS&E and other management systems to comply with 

National and International standards 

A review of this Strategic Plan in 2011 concluded that the Corporation was well on its way to 

achieving, or exceeding, the targeted outcomes it had set itself, although some of these were 

without end. It has been a very successfully managed organ isation since 2008 and has been 

recognised as such by recent awards such as "Best Reporting SOE- 2010", and IS014000 

Environmental Management System Certification was achieved in 2011 . 

However, it is widely recognised within PNG PCL that the journey is not over. 

The next stage of its strategic evolution needs to be in terms of process improvements 

across the whole corporation. For example, considerable work has begun to introduce 

improved quality programs, especially in the area of environmental management systems 
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(ISO 14000). This is envisaged as leading to internationally accredited quality assurance 

programs. 

Finally, PNG PCL is developing new strategic aspirations which extend beyond process 

improvement and organisational development. 

Major logistics and shipping industry structural changes are occurring globally and, of 
~~------------------~------.--~-

course, in our region . The patterns of shipping supply o he south west Pac1f1c reg1on fiav 

~=nrF-=====~=SisuEflb~sffia3rnltial y-changed since the~global financial crisis. ffirthermere;::shippin§:!~eekiA!ift0====-----= 
gain performance efficiencies through larger vessels, lower transport costs, and faster 
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turnaround times. 

Allied to this larger question are also issues of port relocation, new port developments like 

Freda River, tourism development, particularly with the liner services, freight handling, and 

the financing of future endeavours. These matters, also, are now being given considerable 

thought and planning. The arrival of the RTGs and MHCs at Port Moresby and Lae are 

indicative of this strategic thinking in action at PNG PCL. 

Transformation Not Finished 

The transformation of the Corporation to acceptable world standards in performance is sti ll a 

long way from completion. Experienced senior staff members and informed external 

stakeholders suggested that PNG PCL is sti ll at least five years or more short of achieving its 

transformation . 

Their views were less related to the upgrading of the port infrastructure, critical as it is, than 

to the rate at which the organisation's people can acquire the skill sets and operating 

capabi lity needed to deliver high quality performance within a culture of self-regulated output. 

Customer Focus 

Although PNG PCL have consistently sought to create and embed a cu lture of customers 

focus, there sti ll remains some improvement to be achieved here, particularly in terms of 

embedding this as a functional skill, not simply as an aspiration. 

It is not that people are not aware of this principle as a tenet of PNG PCL's contemporary 

operations, rather they are still learning about its application in day-to-day operations and 

need to recognise how their decisions might be received by the customer. 

For example, we learned of decisions in the jurisdiction of maritime compliance operations 

only becoming known to a customer when entry to the port to undertake prearranged work 

on vessels was refused by gate security. Decisions are sti ll being made without adequate 

prior consultation with affected stakeholders. Whilst regulatory decision-making must always 

serve the highest public good, it should also be mindful of its potential for unintended harm. 

Operations and Confidence 

Many of the operational skills of PNG PCL staff have been acqu ired only over the last few 

years, in some cases through trial and error, as the corporate memory and available skill 

base of older, longer term staff was inadequate to the needs of the emerging organisation. 

32 



l 
Next Steps 

Staff are growing confident in the acquisition and application of these skills, but are still in 

need of considerable oversight in a ·number of areas. As their skills improve, the need for this 

supervision will diminish. The organisation is still on a steep learning curve in this regard, 

and this will remain a continuing challenge for some time to come. 

Critical Conclusion 

=nf=========iS~ii.Dn.Qce.-~2.l.I.0~08~.--~E§N~G~P~C~L!::....!.@has undergone a massive trans.(Q[mation from its Qrevious 

incarnation as PNG HB. 
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This change has occurred in terms of its operating culture and operating performance. It has 

created a committed, enthusiastic, commercially-focussed workforce which exhibits great 

pride in the Corporation and a desire to continue to see it succeed. 

The organisation has married PNG lifestyle principles with workplace expectations in a 

manner which is unique. It is, quite simply, a benchmark organisation, measured against 

other SOEs and many private sector organisations alike in this country. 

An effective management team has been put in place which has the potential to continue this 

transformation to bringing PNG PCL towards world class performance levels. 

However, in the view of the CEO, some of the managers are still not exercising their initiative 

and independent decision-making to extent to which they are capable, requiring him to 

intervene more often than should be necessary in a large soph isticated corporation. 

However, this is seen as part of the learning and development process. No one at PNG PCL, 

least of all its management group, is in any doubt that much work still remains to be done, 

and much achieved, if it is reach its full potential. 

This transformation began in 2008 and is a long term journey. Its success to date remains 

fragile and vulnerable and cannot yet be said to be structurally secure. 

Succession Of Leadership 

There is no question that the CEO's leadership has directly impacted the transformation of 

PNG PCL and been one of the driving forces behind it. As part of the transformation an 

effective and talented management team has been created with the capability to broaden 

and deepen the transformation even further. 

However, succession in the leadership of an organisation can be just as important when 

viewed from a long term perspective. In a corporation, responsible for the Nation's strategic 

port infrastructure, during a period of significant growth in PNG, this long term thinking is 

essential. 

Consequently, the leadership of PNG PCL has also focused on the matter of succession 

planning for some time. Succession plans have been initiated , and crucially, linked to 

personal leadership development plans, with a view to achieving seamless leadership 

transition over time. By definition, these need to be fluid in their nature. But at PNG PCL, 

they are regarded as an imperative by its leadership, and particular efforts have been made 

to ensure their effectiveness. At this stage, these are nascent processes as the essential 
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management development is still a 'work in progress'. Nonetheless, it is directionally 

positive. 

34 


	PNG Ports Corp Ltd Part 1
	PNG Ports Corp Ltd Part 2



