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Papua New Guinea (PNG) has become an economic leader in the South Pacific region via export 
earnings and key investments in its mineral and energy extraction sectors.  However, these 
industries are largely capital intensive and do not provide the necessary employment 
opportunities for the country’s nearly 6.4 million (80% of total population) rural inhabitants.  
Data from the PNG Household Survey on Food Systems, conducted in May-July 2018, suggests 
current patterns of growth fail to translate into improved rural living standards for the survey 
sample.  Approximately 52 percent of the survey sample lives under the poverty line, and an 
even larger share is unable to consume the recommended number of calories or grams of protein 
per day to maintain a healthy lifestyle.   
The promotion of rural nonfarm enterprises (NFEs) can potentially offer PNG an additional 
source of structural change, where the benefits are capitalized by locals rather than foreign 
entities. We administered the household survey to 1026 households in 70 communities to gauge 
how NFE ownership may benefit society. Matching techniques were used to address selection 
into NFE ownership. We find households with an NFE consume approximately 10 grams of 
protein more per person per day, spend 180 PNG kina more per person per year, and achieve 
greater dietary diversity. Insights on the mechanisms underlying these benefits are formulated 
using information from a complementary qualitative study. We focus specifically on the role of 
income gains, shifts in labor activities, and changes in dietary preferences.  
To inform the importance of targeting when promoting in-country entrepreneurship, we further 
evaluate whether the welfare effects differ by the sex of the NFE owner and what barriers to 
entry restrict women’s participation in NFEs. Empirical models of selection into NFE ownership 
determine social norms are a significant predictor of women’s participation. Income risk largely 
influences whether women act as sole proprietors of NFEs. Additional information from a 
qualitative survey supports the interpretation of our empirical model, in terms of the resounding 
limitations of NFEs that are mainly created as a labor diversification strategy during climatic 
shocks versus those promulgated as a long-term investment strategy. 


