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ACTION MEMORANDUM FOR THE REGIOF .L DIRECTOR, RDO/SP
 

FROM Sharon Fee, Agricultural Development Officer
 
SUBJECT : South 
Pacific Regional Commercial Agricultural
Development Project (879-0025) -
Authorization
 

pk_.L&: Your authorization is required for a grant of $6 million
for tlh 
 South Pacific Regional Commercial Agricultural Development
Prcject. 
It is planned that up to $1,000,000 will be obligated in
 
FY92.
 

Disusio: 
The Commercial Agricultural Development (CAD) Project
is the fourth and 
last project promised as a U.S. Presidential
initiative at the 1990 "Honolulu Summit" between President Bush and
Pacific island leaders. It serves the President's vow "to enhance
economic growth through private 
sector development, emphasizing
agricultural and marine resources" in the South Pacific.
 

The project also responds to the substantial slow down in Pacific
island export growth, particularly in the agricultural sector, in
the 1980's, which has been accompanied by poor investment and
economic growth performance. Traditional 
bulk commodities,
particularly copra, have been hard hit. 
 The terms of trade of
these bulk commodities, compared with the price of imports, has
moved significantly against Pacific island exports. Most seriously
affected are the smaller 
island economies which are 
heavily
dependent on coconut products, the price of which has halved during

the 1980's.
 

It has become clear to Pacific island countries that they must
diversify their agricultural exports toward 
 higher value
commodities produced largely 
by small holders, supported by
commercial exporters, processors 
 and industry companies.
Agricultural diversification is supported at the policy level, with
horticultural 
crops and spices for export prominent in the
development plans of virtually all island countries. 
In addition,
South Pacific governments' pronouncements have been universal intheir endorsement of the private sector as the engine of economic
development and the vehicle to expand exports. 
At the same time,
these countries have important, inherent comparative advantages in
the production and marketing of many horticultural and other niche
commodities. These stem from 
the region's tropical climate,
southern hemisphere location, relatively pest-free and unpolluted
environment, and the linkages with tourism.
 



Based on the advantages outlined 
above, a modest 
trade has
developed, mainly to Australia, New Zealand, North America and,
more recently, to Japan. 
Yet overall export diversification
performance has been below expectations. 
 Lack of a continuous
supply of high quality produce has proved to be a major constraint
to the growth of high value horticultural exports from the Pacific
islands. Contributing factors have 
been the adverse impact of
direct government involvement 

inadequate in disinfestation facilities,
legal and institutional 
 environment,
infrastructure support, lack of adequate 

inadequate

market information,
limited management capability, and land availability and tenure
problems.
 

CAD will increase 
the value of agricultural exports 
to niche
markets (1) strengthening commercial exporting enterprises and (2)
improving product export competitiveness. Commercial exporting
enterprises will be strengthened by privatizing parastatal and
government agribusiness activities, improving organizational and
operational aspects 
of enterprises 
and identifying business
expansion opportunities. 
 Product export competitiveness will be
improved by establishing industry standards, improving the policy
and regulatory environment, changing
practices, pro- and post-harvest
introducing quarantine 
treatments,
processing technologies, introducing new
researching commercial problems
opportunities and distributing information to enterprises. 
and
 

ImDlementation Stratea: 
 To accomplish the project's goals and
objectives, seven person years of long-term technical assistance(TA) - an agribusiness advisor located in Fijiadvisor stationed at USP, Alafua, 
and a marketing


-- complemented by four personyears of long-tern local TA and approximately 40 person months ofshort-term TA will be provided. 
 Training, both local
shore, and commodities will also be it-.luded. 
and off-


The project will be
implemented under three mechanisms: 
 (1) a Cooperative Agreement
with the University of the South Pacific; (2)a PASA with the USDA;
and (3)a contract with a private U.S. company.
 
A draft PIO/T for the PASA with USDA will be sent to the Regional
Contracting Officer as soon 
 as possible after
authorization. Project
The total estimated cost 
for one of
implementation year PASA
is $95,000. 
 The PASA is the 
first planned
implementation action to be initiated as technical assistance under
the Project and may be expected as early as February 1992, subject
to funds availability. 
The research and development necessary to
establish an acceptable quarantine 
 treatment 
 will
approximately three years. take
Therefore, training in the development
of protocols must commence immediately after PASA funding becomes
available.
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A draft 
PIO/T for the second major implementation action-contracting for a 
private sector technical assistance contractor to
supply two long term technicians, the Agribusiness Specialist and
the Marketing Advisor--will also submitted
be to the Regional
Contracting Officer soon 
after project authorization to allow
competitive procurement action be
to completed and contractor
mobilization to take place this fiscal year. 
To fund this contract
for one calendar 
year, $335,000 have been reserved from funds
initially to become available.
 

The Cooperative Agreement with the USP will be the last of the
major project TA activities to be initiated. 
A sun of $30,000 will
be reserved from initially available Project funding to finance the
first graduate assistant to work under the Marketing Advisor.
Finally, a sum of $210,000 will be reserved to fund a PSC Project
coordinator for a one year period 
including related office
 
expenses, who will be based in Suva.
 

Local Cost Financing
 

Local Cost financing under this Project is authorized to the extent
set forth in Handbook 1B, Chapter 18, paragraphs 1(c) (2)-(6) as
detailed in the attached Project Authorization. Additional local
cost or financing of 
non-U.S. source goods or services, as
necessary, shall be the subject of ad hoc transactional waivers to
be issued by the Director, RDO/SP pursuant to procedures set forth
 
in Handbook 1B, Chapter 5.
 

Prolect Review: The Project Identification Document (PID) for the
CAD project was approved by AID/W on December 11,1990. RDO/SP was
authorized to develop a Project Paper (PP) and you given
were
authority to authorize the Project (State 011845 dated 
January 12,
1991). The PP was reviewed by RDO/SP on December 6, 1991. The
review concluded that the PP represents a project which is
technically, financially, economically, socially, institutionally
and environmentally sound and feasible. 
It was also concluded that
the project adequately addresses the issues raised during the AID/W
PID review. A few 
issues were raised with the PP and all
recommended modifications have now been made to the paper.
 

Congressional Sta-tus: 
 The project was summarized on page 534 of
the FY92 Congressional Presentation only in the amount of $700,000.
A Technical Notification will be required to fund the $1,000,000
planned for FY1992 under this Authorization. Since funds are not
 



currently available to 
 fund any obligations under this
Authorization, you are 
requested to approve this authorization

subject to the availability of funds.
 

Recommendation: 
 That you authorize the Commercial Agricultural

Development Project by signing the attached Project Authorization

(Tab A) and the Project Paper Facesheet (Tab B).
 

Attachments:
 
A: Project Authorization (Tab A)

B: Project Paper (Tab B)
 

Clearance:
 
PROG: KM~Dahlgren/ 
ARD:JOsborn / 1.4 ,J 
CONT: DKShannon-- ,4 
ASIA/DR/TR:ARHurdus (d
GC/ASIA:GBisson 
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PROJECT AUTHORIZATION
 

NAME OF COUNTRY 
 South Pacific Regional
 

NAME OF PROJECT Commercial Agricultural Development
 

NUMBER OF PROJECT 879-0025
 

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961,

as amended, 
I hereby authorize the Commercial Agricultural
Development Project (the "Project") for the South Pacific Region
involving planned obligations of an amount not to 
exceed Six
Million United States Dollars ($6,000,000) in grant funds over a
five-year period from the date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB/allotment

process, 
 to help finance foreign exchange costs and, as
specifically authorized below, local currency costs of the Project.

The planned life of the Project is five years from the date of
 
initial obligation.
 

2. The Project consists of technical and other assistance to
improve the quality and increase the value of agricultural exports
by (1) strengthening commercial exporting enterprises and (2)
improving product export competitiveness.
 

3. The project implementation agreements, including contracts,
cooperative agreements and memoranda of cooperation, which may be
negotiated and executed by the officer to whom such authority is
delegated in accordance with A.I.D. regulations and delegations of

authority, shall be subject to the following essential terms and
covenants and major conditions, together with such other terms and

conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Commodities. Nationality of
 

Commodities financed by A.I.D under the project shall have
their source 
and origin in the United States (A.I.D. Geographic
Code 000), except as A.I.D. may otherwise agree in writing or as

otherwise provided in paragraph b., below.
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Except for 
ocean shipping, the suppliers of commodities or
services shall have the United States as their place of
nationality, except as A.I.D. may otherwise agree in writing, or as
otherwise provided in paragraph b., 
below. Ocean shipping under
the project, except as A.I.D. may otherwise agree in writing, shall
be financed only on flag vessels of the United States.
 

b. Local Cost Financing.
 

Locally financed procurement involves use of project funds to
finance the procurement of goods and services supplied by local
businesses, dealers or producers, in any country of the A.I.D.
South Pacific Region (A.I.D. Geographic Code 879), with payment

normally being in the currency of said countries.
 

All locally financed procurements must be covered by
source/origin or nationality waivers as prescribed in Handbook 1B,
Chapter 5, with the following exceptions:
 

(1) Locally available commodities of U.S. origin, which are
otherwise eligible for financing, if the value of the transaction
is estimated 
not to exceed the local currency equivalent of
$100,000 (exclusive of transportation costs).
 

(2) Commodities of geographic code 935 origin if the value of
transaction does not exceed $5,000, as prescribed in Handbook 1B,

Chapter 5, paragraph 5B4c(2).
 

(3) Professional services contracts estimated not to exceed
 
$250,000.
 

(4) Construction services contracts estimated not to exceed
 
$5,000,000.
 

(5) The following commodities and services which are
available only locally:
 

(a) Utilities including fuel for heating and cooking,waste disposal and trash collection;
 
(b) Communications --telephone, telex fax, postal and
 

courier services;
 

(c) Rental costs for housing and office space;
 

(d) Petroleum, oils and lubricants for operatingvehicles and equipment; 
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(e) Newspapers, periodicals and books published in the
countries of the Region; and
 

(f) Other commodities and services (and related
expenses) that, by their nature or as a practical matter, can only
be acquired, performed, or incurred 
in Regional countries, e.g.
vehicle maintenance, hotel accommodations, etc.
 

d. Assistance recipient selection
 

Based upon the attached Handbook 13, Chapter 2 justification,
I hereby approve the limiting of Requests for Application for the
implementing Cooperative Agreement solely to the University of the

South Pacific.
 

;Yohn B. Woods 

Regional Director
 

Date
 

Clearance: 	 DShanon, CON (77 j7 d 
KDahlgren, PROG~~ 
JOsborn, ARD Wj
 
GBisson, GC/As a

SFee, ADO_______ _ 



UNITED STATES GOVERNMENT
 

December 18, 1991 memorandumOATE: 

REPLYTO Sharon A. Fee, ADO -
ATTN OF, 

SUBJECT: Justification for limiting cooperative agreement application
 

TO: John B. Woods, Regional Director
 

According to Handbook 13, 
Chapter 2, paragraph 3b, competition is
 
not required when the award recipient has exclusive or predominant

capability, based on experience, specialized facilities or

technical competence, or based on an existing relationship with the
 
cooperating country or beneficiaries.
 

The University of the South Pacific, as the only regional

agricultural research institute of higher learning is exclusively

qualified to provide the links to commercial agricultural required

by the Project.
 

AID's ten years of assistance to the Institute of Research,

Extension and Training for Agriculture (IRETA) have strengthened

the institute to the point where it is able to conduct research on
industry - identified problems, prepare the quality standard 
grading manuals and video tapes required by commercial exporters,
and disseminate marketing information to the agribusiness entities. 

course our
During the of assistance to IRETA, an Agricultural

Information Network (AIN) has been 
set up. The AIN office has

satellite links to major U.S. and Pacific Island Nations and has an

extensive research 
library. It has the capability of producing

audio-visual aids for agribusinesses and the IRETA newsletter will
 
serve as a source of commercial agricultural information.
 

In addition, the Agricultural Liaison officers stationed in nine
 
USP countries will provide the means to 
disseminate marketing

information to agribusinesses, not linked to national extension on
 
research organizations.
 

I do therefore certify that USP 
(and, by extension, IRETA) has
exclusive capability, based both on experience, specialized

facilities, technical 
competence, and on existing relationships

with our cooperating countries to carry out the activities of the
 
proposed Cooperative Agreement.
 

ADO:SAFee 12/18/91 
 Clearance:
 
GC/Asia:GBisson: l )IIOur Ref: SPRAD 06 
 Chron: Reading Fil
 

OPTIONAL F04M NO. 10 
(RV. 1)-01
GSA FPMR4l CFR) 101-11.t 

- ,. : * Z Z. 
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ADB Asian Development Bank

ADO Agricultural Development Office
A.I.D. 
 (U.S.) Agency for International Development

AIN Agriculture Information Network
 
ALO Agricultural Liaison Officer
APHIS 
 Animal and Plant Health Inspection Services (USDA)
ARS Agricultural Resoarch Service (USDA)
CAD 
 Commercial Agricultural Development (RDO/SP Project)

COP Chief of Party

CCRI 
 Cocoa and Coconut Research Institute (in PNG)
CEMA 
 Commodity Export Marketing Authority (in Solomon
 

Islands)

EEC European Economic Community

EDB Ethylene Dibromide
 
ENBP East New Britain Province (in PNG)

FAO Food and Agriculture Organization
FIMCO 
 Friendly Islands Marketing Cooperative (in Tonga)
FFGEA 
 Fiji Fresh Ginger Exporters Association

FFPEA 
 Fiji Fresh Produce Expotters Association
 
FOB Free on Board
 
GRA Graduate Research Assistant
 
HTFA High Temperature Forced Air

HWI 
 Hot Water Immersion
 
HWT 
 Hot Water Treatment
 
ha hectares
 
IEE Initial Environmental Examination

IPM Integrated Pest Management

IQC Indefinite Quantity Contract
IRETA Institute for Research, 
Extension and Training for
Agriculture (USP-Alafua in Western Samoa)
KG Kinna Gillbanks Ltd (PNG)
MARC Market Accesa and Regional Competitiveness (RDO/SP


Project)

MOC Memorandum of Cooperation

MOU Memorandum of Understanding
MPI 
 Ministry of Primary Industries & Cooperatives (in Fiji)
NGIP New Guinea Islands Produce Company Ltd.
NMA National Marketing Authority (of Fiji)

NZ New Zealand

OICD 
 Office of International Cooperation Development (USDA)
PASA Participating Agency Service Agreement
PD&S Project Development and Support
PEP 
 Profitable Environmental Protection (RDO/SP Project)
PID Project Identification Document
PIDP 
 Pacific Islands Development Center (East-West Center)
PIMAR 
 Pacific Islands Marine Resources (RDO/SP Project)
PIO/T 
 Project Implementation Order/Technical

PNG Papua New Guinea

PNGGA 
 Papua New Guinea Growers Association
PNGSGA 
 Papua New Guinea Spice Growers Association
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PP Project Paper
 
proag project agreement

PSA Plantation Support Association (in Vanuatu)

PSC Personal Services Contract
 
QT Quarantine Treatment

RAP Regional Agribusiness Project (ASIA/DR/TR)

RFFP Regional Fruit Fly Project (SPC/FAO)

R&D Research and Development

RCO Regional Contracting Office

RDO/SP 
 Regional Development Office/South Pacific

RFP Request for Proposals

SSA Social Soundness Analysis

SPC 
 South Pacific Commission

SPRAD 
 South Pacific Regional Agriculture Development (RDO/Sp


Project)

TFP 
 Tropical Food Products Manufacturing (Fiji) Ltd.
UHT Ultra High Temperature

UPNG University of Papua New Guinea
 
U.S. United States
 
USA United States of America

USAID 

USDA 

United States Agency for International Development
United States Department of Agriculture

USDO United States Development Office
 
USG 
 United States Government

USP University of the South Pacific
WSTEC 
 Western Samoa Trust Estates Corporation
 



EXECUTIVE BUI(ARY 

The terms of 

bulk 

trade have moved strongly against traditional
agricultural export from Pacific 
islands necessitating
diversification towards higher value products. 
Market demand for
high value exports is growing 
and presents a significant
opportunity for economic growth. 
 But South Pacific products are
not available and/or competitive, due to a lack of quality control,
problems with c!ntinuity of supply, 
and limited access to 
some
lucrative markets because of quarantine restrictions.
 

The Commercial Agriculture Development (CAD) Project is a six
million dollar, 
five year multi-country effort. It has two
approaches to increasing the value of agricultural exports to niche
markets. 
(1) Commercial exporting enterprises will be strengthened
by privatizing parastatal and government agribusiness activities,
improving organizational and operational aspects of enterprises and
identifying business expansion opportunities. (2) Product export
competitiveness 
 will be improved by establishing industry
standards, improving the policy 
and regu2atory environment,
changing pre-and post-harvest practices, introducing quarantine
treatments, introducing new processing technologies, researching
commercial problems and opportunities and distributing information
 
to enterprises.
 

Fiji can take immediate advantage of 
new high value export
opportunities and thus will be the initial hub of CAD's regional
activities. A long-term agribusiness advisor will be stationed in
Suva and will coordinate assistance to regional agribusinesses from
there. 
 In PNG, CAD's main focus will be 
on assisting selected
agribusinesses and in developing a regional management training
facility, run for and by the private sector. 
A marketing advisor
will be stationed at USP-Alafua in Western Samoa 
to initiate a
regional marketing network 
and market research and to assist
agribusiness enterprises in Western Samoa. 
Quarantine work will be
associated with the South Pacific Commission's fruit fly project in
Fiji. Research on treatment protocols will be conducted initially
in Fiji and later extended to other countries.
 

By the end of project the quality and value of fresh produce
exported from Fiji, Western Samoa, and Tonga will have increased
(ginger at least by $1 million, fruit and vegetables by $2 million,
and root crops by $1 million). 
 There will be an increase in high
value sales to tourists. 
 Root crop, spice, and nut exports from
Vanuatu and indigenous nut 
exports from the Solomon Islands will
begin. Commercial and non-chemical quarantine treatment and other
technologies will have been disseminated, and a regional management
training capability based in New
Papua Guinea will have been

established.
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I. SETTING AND PROJECT RATIONALE
 

A. "Honolulu Summit" 

The Commercial Agricultural Development (CAD) Project is a
tangible response to the 1990 "Honolulu Summit" between President
Bush and Pacific island leaders, where the President announced
"four additional Agency for International Development (A.I.D.)
development assistance programs to enhance economic growth through
private 
sector development, emphasizing agricultural 
and marine
resources ....... 
 Three of these projects have been authorized and
implementation 
 has began: Market 
 Access and Regional
Competitiveness (MARC), 
Pacific Islands Marine Resources (PIMAR)
and Profitable Environment Protection (PEP). 
CAD will complete the
four project package.
 

B. 
 The Need to Increase the Value of Aricultural Sorts
 

It is now widely established that although the 
economic
performance of 
the Pacific islands was satisfactory during the
1970's, performance during the 1980s has been dismal (See Annex B).
There has been a substantial slow down in island export growth in
the 1980s (particularly in agriculture). 
 This slow down has been
accompanied by poor investment 
and growth performance, both
absolutely and relative to other developing countries of similar
size. A comparative analysis suggests that structural weaknesses
in Pacific island economies 
need to be overcome. CAD aims to
contribute in a practical way to this process by assisting export
growth and diversification.
 

While the Pacific islands may have a "natural" comparative
advantage in the production of traditional bulk commodities such as
copra, these 
alone cannot provide the 
 basis for sustained
development in the future. 
Over the last two decades the terms of
trade on these bulk commodities compared with the price of imports
have moved significantly against Pacific island exports (See Annex
D). 
 Most seriously affected are the smaller island economies that
are heavily dependent on coconut products, the price of which has
halved in real terms during the 1980s. 
 This point is highlighted

in Figure 1.
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Figure i
 

Figure 1: 
 Tongan Coconut Oil Prices 1974-1988 (five year
moving averages, deflated by the import component
of the consumer index)
 

100.
 

80

60 

_ _ _ 

40
75 78 81 84 87 

It is vital for the Pacific island economies, as part of their
long term adjustment strategy, to diversify their exports toward
commodities 
 with more

characteristics. favorable production and demand
For the agricultural
majority of the sector, where the vast
population 
is still employed, this
diversification toward higher value products. 

requires
 

The availability 
and distribution of
value production will land means that high
need to come from semi-commercial smallholders and small plantations.

has shown small As Hawaiian and Tongan experience
farms, if well managed and directed,
major advantages in can afford
the production of 
crops such as papaya or
vanilla which require intensive management. Overall, the structure
of Pacific 
islands agriculture is such that the development of
export industries 
is best 
served by producers supported by
commercial exporters and processors.
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C. Onnortunitie 
for High Value Product Rxbort Diversification
 

The need for agricultural diversification is recognized at the
policy level, 
with horticultural 
crops and spices, and with
increased value added for traditional commodities, all prominent in
the development plans of island countries. 
These new products are
often of minor importance in international trade, tending to find
a small market niche in one or more of the Pacific rim countries.
Yet they can have a significant impact on a small island economy.
Examples of such commodities from the region include papaya (the
Cook Islands' 
major export earner), ginger (Fiji's third major
agricultural export 
earner 
after sugar and copra), vanilla
squash (Tonga's andtwo major export earners),
cream (Western Samoa's and taro and coconutlargest export earners). The high 
unit
value of these commodities means that significant industries can be
built on relatively small land areas, a prime consideration in the
Pacific islands where the availability of suitable land often is
major constraint to development. These a

commodities 
can also
sustain relatively high labor intensities and yet remain viable.
 

In varying degrees 
countries 
of the South Pacific have
important, inherent advantages in the production of horticultural
and other niche export commodities.

climate, These stem from the region's
southern hemisphere location, relatively pest-free and
unpolluted environment, and linkages
the 
 with tourism. These
factors are presented in Annex E and discussed briefly below:
 

- The isolation of the islands has meant that they have been
essentially free from malor pests and diseases. 
This enviable
quarantine status has sometimes given Pacific island producers
access to markets from which their competitors are excluded.
However, some pests do exist and access to some markets is
threatened now
because of the antiquated 
treatment facilities
being operated by government departments and by changes in
allowable treatments. 
The immense economic cost, in terms of
potential income foregone, of not maintaining and enhancing an
island country's quarantine is now starting to be recognized
by the region's policymakers and is essential to maintaining
one of the region's comparative advantages 
.
 

- Located in the southern hemisphere. the Pacific islands have
the potential to be off-season suppliers 
for a range of
horticultural commodities. 
For example, because ginger can be
harvested only in the first half of the year in the northern
hemisphere, Fiji has been able to 
supply a market niche in
North America. Similarly, for the Japanese squash market, the
period from November to early January is one of short supply
and relatively high prices which 
coincides with
production period for the Pacific islands. 
the prime


May - Novembercorresponds with the cold season in New Zealand and offers a
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market for temperate climate crops that can be grown during
the winter in the islands. In the highlands of Papua New
Guinea, a rare combination of altitude, latitude, rainfall and
fertile soil provides a unique set of conditions for a range
of floriculture and other horticultural products. 
 Pacific
islands also provide ideal growing conditions for certain nuts
and spices which have been undersupplied on the world markets.
 

Pacific island horticultural commodities have duty free access
to malor 
markets. Producers with air links have the
opportunity to competitively sell fresh tropical produce to
the urban markets of Sydney, Melbourne, Auckland, Tokyo, Guam
and Honolulu, which have combined populations in excess of 15
million and are within three to six 
hours flying time.
Furthermore, these cities include up to half a million loyal
Pacific islander consumers, as well as Asian populations who
provide substantial markets for specialty products such as
root crops.
 

Growth in Pacific 
island tourism is bringing
substantial opiportnte with ithotcultural.o development
Hawaii's papaya and floriculture industries vividly illustrate
the potential when tourism creates outward air freight
capacity at reasonable 
cost. Similar opportunities 
are
developing for the Cook Islands and Fiji, and more recently
Vanuatu, Western Samoa and Tonga. The establishment of aninternational airport in Papua New Guinea's East New Britain
Province would open up the lucrative Japanese market for fresh
produce exports. For some commodities, tourism can provide an
important domestic base around which an export industry can be
built, as illustrated by 
Hawaii's macadamia nut industry.
Exports via the "suitcases" of tourists represent the major
market for this product. The Cook Islands, Fiji, Tonga and
Vanuatu are trying to establish markets for specialty coffee
processing using the tourist market 
as a base, in much the
same way 
that Hawaii's 
Kona coffee industry has been
developed. Fiji and Vanuatu's fledgling black pepper industry
could be developed along the same lines. 
The indigenous ngali
nut of the Solomon Islands (or ngai nut in Vanuatu) could
follow the same kind of development as the macadamia nut in
Hawaii.
 

D. An XUnrOVed PolIcy Environment

Diversification foxEXort Growth an,
 

in 
A quite dramatic shift is occurring in the policy environment
the Pacific islands. 
 Government pronouncements and 
recent
development plans have been universal in their endorsement of the
private sector as 
the engine of economic development and as the
 



vehicle to expand exports.
 

The private export orientation in the agricultural sector has
been specifically supported by the adoption of measures such as:
 
The reduction or elimination 
of input subsidies and
tariffs that have encouraged extremely inefficient import

substitution activities;
 

The loss of monopoly status 
or abolition of some
parastatal marketing boards (e.g., the Commodities Board
in Tonga and the Produce Marketing Division in Western
Samoa). Privatization options are being considered for
others 
(e.g., the Fiji National Marketing Authority
(NMA)). 
Papua New Guinea announced an "Economic Package"
in June 1990 to spur domestic and foreign investment;
 
The encouragement of industry operated 
and financed
extension and research (e.g., Papua New Guinea coffee and
 cocoa, and Fiji ginger);
 

The 
acceptance in principle of privatizing quarantine
treatment facilities (e.g., Cook Islands and Fiji);
 
The facilitation 
of land availability to commercial
agriculture (e.g., 
the privatization of Western Samoa
Trust Estates Corporation (WSTEC) lands 
on long term

smallholder leases); and
 

The commencement 
by Papua New Guinea and the Solomon
Islands of land registration programs that will
facilitate the long term leasing of customary land.
 
The policy reforms have been most comprehensive in Fiji where
the 1989 mini-budget introduced a new export led strategy.
provided for the 
gradual deregulation of the 

This
 
economy and the
elimination of the import substitute production policies that had
hampered development since the early 1980's. 
 These reforms were
designed to encourage domestic resource mobilization, productive
resource use, increased public sector efficiency, and the promotion
of private sector activities, especially 
in export production.
With the implementation of the fiscal policy reforms announced in
November 
1991, Fiji will present the 
type of outward looking
economic environment necessary for sustained economic development.
Papua New Guinea and Western Samoa have also instituted a similar
package of reforms under Asian Development Bank (ADB) agricultural


program loans.
 

The dynamism of the various island nations' policy reforms
provides an excellent opportunity for the CAD project to reinforce
the political will of the region's governments and to contribute to
the further economic development of the South Pacific. 
USAID, via
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CAD, is strategically placed 
to assist the private sector in

responding to these reforms and to help to ensure that they work.
 

3. The Constraints to Increasing 
the Value of Aaricultural
 
Zgorts
 

Based on the advantages outlined above, a modest trade has
developed, mainly to Australia, New Zealand, North America, and
more recently to Japan (See Annex B). 
 Yet the overall export
diversification Performance has been below 
 expectations.
Marketina, which includes quality and continuity of supply, and ntmarkets Der so, has proved to be a major constraint to the growthin high value horticultural export development from the Pacific
islands. Contributing 
factors have been the adverse impact of
direct 
 government involvement in marketing, inadequate
institutional and infrastructure 
support, excessively high air
freight charges, lack of marketing information, and in many cases
problems associated with land availability and tenure. These
constraints are discussed in detail in Annex 
E. In this
environment private investment has been slow to materialize, and
management and marketing expertise has not been developed.
 

Some of the specific constraints that CAD will attempt to
ameliorate are presented briefly below.
 

1. Poor aualitv and continuity of suDDly: For high value
exports, quality and continuity of supply 
are the hallmarks of
success, even more important than price competitiveness. Attempts
have been made 
to develop export industries based on small
exporters securing supplies from farmers in 
an informal, a hoc
fashion, without any quality standards being imposed. 
 In other
situations parastatal marketing bodies have tried to develop fresh
produce exports. Both approaches have failed to achieve the
quality and continuity of supply demanded by the 
market. The
economic analysis has shown that the gains from improving quality
can be extremely high (See Annex I). 
With the high costs for
freight and packaging that must be met regardless of quality, even
a modest increase in the price received in the export market can
have a dramatic 
effect on net returns to the industry. C
LDl2nm: establish industry-wide market driven standards, change
practices 
that affect quality, and work with government on the
policy environment to ensure 
that industry can enforce these

standards.
 

2. Adverse impact of direct government involvement:
Government and statutory 
agency involvement in produce export
marketing has been 
lackluster and probably'has had a negative
influence on long term agricultural exports. A series 
of case
studies recently undertaken by the Pacific 
Islands Development
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Program (PIDP) show government agencies to be particularly inept in
handling fresh produce export. The case of the government operatedfumigation facility at Fiji's international airport illustrates the

point.
 

"In 1989, for two months at the apex of the papaya flush,
it (the fumigation facility) 
was unserviceable while
waiting for minor repairs by the Public Works Department.
This situation caused chaos 
for the papaya and other
horticultural export industries situation and 
further
undermined Fiji's reputation as a reliable supplier.
These facilities continue to be unreliable."
 

sorce: Fresh Fiji Papaya: 
The Do's and Don'ts of Export
Development, Eaton C.S. 1989.
 

With industry operating these facilities, government will no
longer be the focal point for criticism when the facilities break
down or are not operating properly. The export industry becomesresponsible for its own destiny and has a direct vested interest in

making things work.
 

Industry operation 
of quarantine treatment facilities and
government certification 
 is a component of all successful
horticultural industries worldwide. 
This is now recognized by the
Fiji government. 
 CAD response: provide organizational and
operational assistance and training for privatization of commercial
export businesses and activities and quarantine facilities.
 

3. Inadeauate infrastructuresunport: The key
infrastructure needs freshfor produce exports are air cargocapacity at reasonable rates and post-harvest treatment facilities. 

AJi-r ca2 capacity currently is insufficient to allow forthe development of large industries. However sufficient
capacity already to
exists establish a significant
industry in the context of a 
small Pacific island economy
and this capacity will expand with the expected growth intourism. A brief 
review of air cargo capacity is
presented in the attached economic analysis (Annex I).
However, freight rates and capacity 
coordination are
major problems. 
 CAD resonse: provide information to
industry and governments to their
enhance bargaining
position with airlines, in collaboration with MARC, as
part of their regional policy dialogue.
 

Ouarantine treatment throughout the region is undertaken
 
in obsolete fumigation facilities operated by government
departments (see the example in section E 2). 
 Ethylene
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dibromide (EDB), the fumigant used for fruitfly treatment
has, or is in the process of being deregistered for all
major markets. 
 Thus it is urgent that alternatives be
found if the Pacific islands are to continue to export,
let alone approach 
the export potential of these
products. CAD resonse: carry 
out research and
technology transfer 
or. non-chemical 
treatments 
in the
Pacific islands; train quarantine treatment operators and
certifiers; establish quarantine protocol; and establish
a commercially operated treatment facility (all by USDA).
 

4. flnaiaemUI: 
 In terms of entrepreneurial and management
experience, Pacific island farmers, by and large, are ill- equipped
to make the transition to modern commercial 
export orientated
agriculture. 
 While the traditional extension arrangements have
been adequate for copra and stable semi-subsistence productionsystems, they have proved to be unsatisfactory in the promotion of
crop intensification and high value export diversification
policies. The traditional 
Pacific island plantations gave
attention to training at no any level. They operated on minimal
technical input, with the labor force not expected to know anything
other than to
how wield 
a bush knife and harvest
Furthermore, there crops.
were no 
training institutions geared toward
providing the necessary skills for modern management. 
The advent
of new high yielding varieties, the demands for quality produce and
the need for export diversification has meant that comparatively
sophisticated management, supported by a stable labor force with
necessary 
skills, is required. CAD reasonso: improve
organizational aspects the
of enterprises and, provide 
management
training programs.
 

5. Land availability and tenure: 
 Large areas of land are
usually not available for new agricultural export ventures because
of prevailing smallholder production systems, customary land tenure
arrangements, 
and in some cases 
physical land shortages. The
outright purchase 
of land is an
seldom option
opportunities are and leasing
limited to situations 
were customary land has
been legally registered. The inability to use 
land as collateral
has been a major constraint in obtaining credit. 
CAD.response: CAD
does not expect to have any direct impact on land constraints other
than to encourage ongoing programs of land registration which open
up land for leasing. However, the project has been designed with
the prevailing land constraints as a given. 
Overseas investment in
new land development will not 
be sought whereas joint 
venture
partners in processing and export marketing will be encouraged.
The emphasis is on intensive crops which have relatively low land
requirements and on activities that increase the incomes of farmers
in situ. 
CAD will facilitate the establishment of producer-owned
companies which will permit the flow of bank credit to growers who
can't use land as collateral.
 



6. Inadeauate reaional institutional suDDort for commercial
qr iculuLra: 
 The research and extension orientation of the
ministries of agriculture, and the teaching curriculum and research
agenda of the regions agricultural colleges and universities, are
not geared to the needs 
of the commercial agricultural sector.
Furthermore, there are no training institutions geared to provide
necessary skills 
in modern management required 
for successful
export agriculture. CAD Response: provide support to the
University of the 
South Pacific (USP) to re-orient itself to
commercial agriculture, especially in its 
research and outreach
programs, and assist NGIP in PNG to develop a sustainable regional
private sector management training capability.
 

7. 
 Lack of marketina information: 
 There is sufficient
information in most South Pacific countries on how to grow crops to
achieve maximum yields. 
 However, there is too little essential
information available on produce market enterability requirements.
CAD resDonse: 
 publish quality control manuals for 
root crops,
fruits and vegetables, and nuts and spices 
so as to improve the
marketability of the products in specific markets.
 

8. Inadeauate leaal and institutional environment:
Pacific island exporting industries, with the exception of Papua
New Guinea's major commodities, 
do not have the capacity to
establish and enforce quality 
and grading standards. Selfregulation is necessary if these industries are to prosper. 
CA
JxgzRn": work with industries and governments toward the adoptionof industry established and regulated 
quality and grading
standards; advise on legislation needed to support this effort.
 

F. 
 A New nnroech to Aaricultural Dvelomeat:
 

Despite numerous policy pronouncements from donors, external
assistance has done little to accelerate private sector development
in Pacific island agriculture. At worst, some cases past donor
project assistance has actually 
weakened the position of the
private sector by requiring the direct involvement of government
agencies in production and marketing activities (See Annex E).
will break away from this tradition 
CAD
 

by working directly with
agribusinesses and 
commercial industry associations to foster
agricultural development through increased high value crop exports.
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 PROJECT DE8CRIPLIONE
 

A. 	 Goal ad p zose
 

The g 
 of the project is to increase economic growth in the
agricultural sector, based on private enterprise development.
 
The U of the 
project is to 
increase
agricultural exports to niche markets. 	

the value of

This 	purpose is in complete
accord with the Regional Development Office (RDO)/South Pacific
(SP) Isrecently approved Regional Strategy Update of November 1991.
The 	value of exports will be 
increased through improvements
quality, continuity of supply, and marketing linkages. 

in
 
directed at enhancing the capability of 

CAD is also
 
the 	private sector 
to
respond to the improved policy environment that has been evolving
in most South Pacific nations.
 

The private sector organizations which will be the focus of
this project are 

ownership 	

those businesses with sufficient producer
or participation to result in producers realizing
significant portion of the benefits earned by the industry. 
a
 

term "enterprises* used The
in this PP includes producer-owned
companies, cooperatives, and industry associations.
 

An illustrative 
list of the producer businesses now in
existence or likely to be formed (indicated in quotes) during the
life of the project with which CAD might deal includes:
 

Producer-Owned Comnanie-


New Guinea Island Produce Ltd. 
- fine flavor cocoa and
other produce. 
Tropical Food Products (TFP) (Fiji) Ltd. (in privatized

form) - processed ginger.
 

Papua New Guinea, Fresh Produce Development Company 
-fresh produce from the Highlands.
 
"Fiji 
Cocoa and Vanilla 
Ltd." (May be formed by
privatization action).
 

"Solomon Islands Nuts Ltd." 
(apotential opportunity for
a naali nuts industry and company to form).
 



Cooperatives
 

Friendly Islands Marketing Cooperative (Tonga) Ltd. 
-vanilla and other produce.
 
Lomaivuna Marketing Cooperative (Fiji) Ltd. 
- immature
ginger for processing and other produce.
 
Tafea Cooperative (Vanuatu) 
Ltd. - potential for
expansion into root crops and spice marketing.
 
"Savai'i Banana 
Grower Cooperative (W. Samoa) 
Ltd."
(government is promoting the formation of a cooperative).
 

Industry Associations
 

* 
 Fiji Fresh Ginger Exporters Association (FFGEA).
 

• 
 Fiji Fresh Produce Exporter Association (FFPEA)
 
• Syndicate D'Agricole  an umbrella organization for 
a
number of Vanuatu industry associations.
 

Vanuatu Plantation Support Association (PSA) - management

support and possibly pepper marketing.
 

Papua New Guinea Spice Growers Association (PNGSGA).
 

"Western Samoa Taro Exporters Association" (potential for

this to be formed).
 

"Fiji Cut Flower Exporters Association" (potential for
this to be formed). 

In part, the CAD project is designed to build on theexperiences learned from the A.I.D funded and successful Friendly
Islands Marketing Cooperation Project in Tonga (See Annex G).
However, whereas the FIMCO project involved an intensive amount of
technical assistance to 
build a business from scratch, the CAD
project will usually work with more established enterprises. In
some cases this will include assistance to transform an existing
association into a business that focuses on improving the quality
and profitability of exports. 
 In others it may be related
assisting a government owned business 
to
 

or activity to become

privatized.
 

The project 
has two broad components composed of nine
activities: 
 the first component is concerned with improving
enterprises, and the second component with improving products.
 



-12-

Coaipnent A:Atrenathening commercial eOZorting enternrisps
 

1. 	 Privatizing government and parastatal export
marketing operations and the 
 operation of
quarantine treatment facilities.
 

2. 	 Improving organizational and operational aspects of
 
enterprises.
 

3. 	 Identifying business expansion opportunities.
 

m 	 enas Imroving Droduct oomnetitivenosp 

1. 	 Establishing industry standards.
 

2. 	 Changing pre- and post-harvest practices.
 

3. 	 Introducing new quarantine treatments.
 

4. 	 Introducing new processing technologies.
 

5. Researching commercial problems and opportunities.
 

6.. Distributing information to enterprises.
 

C. 
 Cononent A: Strenthening Commercial Zznorting BnterKrisep
 

1. 	 Privatisina narastatal 
and 	government agribusiness
 

Two types of privatization activities will be addressed by
CAD: export marketing businesses and the operation of quarantine

treatment facilities.
 

a. Export marketing businesses
 

CAD's long term advisors will provide privatization policy
advice and short term advisors will provide specialized assistance
in situations where viable grower-owned agribusinesses can replace
government-owned operations. 
Of particular interest will be those
situations where a grower-owned company could 
make substantial
improvements in the existing government-owned operations through
increased production, quality improvements and cost reductions.
 

The government of Fiji have expressed interest in privatizing
three commercial activities. These are expected to be the initial
 



focus of CAD. Privatization actions in other countries for other
products will take 
place in the 
later years of the project as
identified and requested.
 

The Rrocessed ainger industry. 
All young ginger processing
(brining, syruping and crystallizing) and marketing is currently
undertaken by Tropical Food Products 
(Fiji) Limited, which is 100%
owned by the National Marketing Authority (NMA), which itself is
100% owned by government. The objective is for 
an orderly
transition of this parastatal company to a profitable grower-owned
company. 
 Notes on how this privatization could proceed are

presented in Annex L.
 

Cocoa marketina. 
 The NMA has the only license to export
Fiji's cocoa. 
CAD's help to facilitate privatization of the cocoa
industry might include a short term consultant from the successful
cocoa industry in PNG. 
 This person would provide advice on the
structuring of the privatized business, marketing quality standards

and enabling legislation.
 

The vanilla industry. A significant portion of the industry
is supported through the curing and marketing activities of the
Ministry 
of Primary Industries 
(MPI). Proper harvesting and
marketing of vanilla is essential if a successful industry is to be
developed. Much 
of the vanilla is grown 
in the same areas as
cocoa, sometimes by the same 
farmers. Cocoa and vanilla might be
efficiently marketed by a single grower-owned business.
 

b. Privatization of auarantine facilities.
 

Installation of appropriate quarantine treatments 
for fresh
produce which is 
operated by private industry will 
be a major
output of the CAD project. 
 The private sector operation of high
temperature forced air 
(HTFA) treatment facilities will entail a
fundamental change in the role of government from "operator" to
"certifier". 
 This is expected to produce major benefits to both
industry and government. The industry will then have control and
responsibility for proper operation and maintenance of treatment
facilities. 
 The shift of responsibility may well spell the
difference in the development of successful industries. CAD will
provide organizational and operational 
technical assistance and
training to assist in the privatization of quarantine facilities
and operations. 
 The initial emphasis will 
be on Fiji but,
depending on funding, will involve other countires.
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2. zsnroving oranisational 
and Oerational Asneots Of
 

a. Oraanizational 
and operational advice and

assistance to enterprises
 

The project will provide the following inputs to 
selected
enterprises: (i) technical assistance by the long term expatriate
agribusiness advisor, the two local management resource persons,
and short term specialized help as needed; (ii) a limited amount
of office equipment 
and quality control equipment; and (iii)
management training at NGIP in PNG, regional workshops, and study
tours. 
Some of the enterprises which might be assisted include:
 

In FiLi with the Drivatized cocoa marketing 
and ainger
Drocessina industrie-. 
 Assistance will 
be required in the
establishment of 
new by-laws, operating procedures, and central
services (purchasing, marketing and accounting).
 

In Fili with the fresh ginger exDorting industry. The Fiji
Fresh Ginger Exporters Association has been working to improve the
quality and thereby the for fresh
price Fiji's ginger, e.g.
establishment of minimum grading standards and prices for export
ginger, the establishment of a self-assessment program to fund a
field extension advisor who 
works with the growers, and the
provision of financing for growers.
 

As 
part of the CAD program to improve ginger quality and
sustainability, the FFGEA has indicated a willingness to take the
following steps: 

- bringing in the c "owers as equity owners of the export
businesses; 

- increasing the self-assessment to provide for funding of
 a second field extension officer;
 

- establishing export grades for fresh ginger;
 

- considering the export of Fiji's ginger under a single
label; and
 

- working more closely with the banks 
so as to access
additional funding.
 

In Fili with the Fiii Fresh 
Produce Eorters Association
IEPAI. This association operates primarily as an
spokesperson. However, as a part of the 
industry


CAD project they are
expected to acquire and operate 
the HTFA quarantine treatment
facility which the project will finance. 
In addition, they expect
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to undertake 
some quality control and field
improveme.. for which CAD may provide some short 

directed quality 
activities. All term TA support
of this will require that they reorganize to
operate as a business. CAD advisors will help FFPEA with the
drafting of by-laws and operating policies.
 

In Vanuatu 
with Syndicate D'Aaricol-.
association currently has This farmers'
 over 
300 members covering a number of
industries 
and has a small farm supply business. They 
are
interested in expanding 
into marketing operations for nontraditional export crops such as vanilla and yams, and in expanding
their farm supplies business. 
They are also expecting to establish
industry sub-groups to represent each of the major activities of
their members. These 
moves will entail a major shift
organization dependent upon voluntary labor to a 
from an
 

business with paid
employees. 
The project inputs will help facilitate these changes.
CAD may also provide assistance 
to some of the Syndicate
D'Agricoles member associations such the
as Plantation Support
Association (PSA) as the government has requested it 
to enter into
black pepper marketing.
 

In Solomon Islands withnoali nuts. 
In the latter part of this
project, organizational and operational assistance may be provided
to help establish a producer-owned najj nut 
industry in the
Solomon Islands (also possibly in PNG and Vanuatu) if a simple nut
cracker can be designed under activity five of component B below.
 
In PNG with New Guinea Island Produce Lt. This is a well
established and large (by Pacific island standards) producer owned
company that is involved in farm management, processing,
marketing. and
Cocoa is NGIP's main product, for which it has
developed a superior field and processing quality control system
which obtains a significant price premium. 
 The company has also
diversified into other products and activities.
 

There is considerable potential in 
the East New Britain
Province (ENBP) for NGIP to expand into tropical fruits. 
Trials of
Hawaiian "Sunrise" papaya have been planted by NGIP. 
These have
produced encouraging results, although disease problems will need
to be 
overcome before major commercial developent can proceed.
CAD may provide NGIP with a short term horticultural specialist to
facilitate development of an ENBP tropical fruit industry and short
term technical assistance in papaya and guava processing once a 
UHT
coconut cream 
facility has been established. 
 CAD may later work
with other export industry groups in the Province, namely the Papua
New Guinea Growers Association (PNGGA) and the Papua New Guinea
Spices Association (PNGSGA). 
 If additional funding becomes
available CAD will look to producer enterprises in other regions,
such as the Papua New Guinea Fresh Produce Development Compnay in
the Highlands.
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In Western Samoa with the taro industry. Taro is Western
Samoa's most important agricultural export.
working with USP at 

The marketing advisor
the Alafua Campus will have 
as
objective working a primarywith the taro exportersassociation. to form an industryThe association, 
with assistance from the CADadvisor, would also be expected to address quality standards, pest
and disease problems and marketing. The association would become
the conduit for focusing and directing USP's taro research,including the problems associated with the introduction of the new
improved variety "Alafua Sunrise".
 

b. Regional trainina caDability operated by the 
private sector.
 

The objective is to 
establish within the 
region training
programs in commercial agricultural management and marketing which
are provided by the private sector. 
NGIP has a potential and
interest in becoming a 
regional training center.
for utilizing NGIP is The justificationpresented in Annex N. 
The expectation is
that this will be a commercially sustainable venture, andfuture participants that(or their sponsors) will pay sufficient fees tocover the cost of the program and to provide an adequate return toNGIP. It is also expected that the training will providesubstantial credit towards a diploma in agribusiness by the USP or
the University of Papua New Guinea (UPNG).
 
The project would provide the following inputs to NGIP 
to
build up this training capability: technical assistance, financing
for curriculu preparation, and facilities upgrading. After thecapability is established, the project's contractor will enter intoa sub-contract with NGIP to present an eight-week training program
for management personnel 
from other enterprises in PNG and theSouth Pacific.
 

As a crucial part the
of training program there 
will be
follow-up assistance provided by NGIP and CAD staff, directed atworking with the participant's enterprise. 

The Courses: The following courses willpresented by NGIP with CAD be developed andfunding and technical support.will be specific "hands on, how to do 
They

it", courses of the typenormally presented by businesses for their own employees.
 
TheCocoaIndustry - Production management, smallholder
services, quality control, input supplies, processing andmarketing. 
 This course 
 will also highlight
diversification 
 in the context of a coconut/cocoa
economy. This first course, which will be sponsored
twice by CAD, is expected to become a core program that
NGIP will continue to offer on its own, at least 
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annually. The.format is expected to serve as a model for
the subsequent courses.
 

The Spice and Nut Industry - Securing supplies, quality
control, processing, and marketirng. This will be the
second course sponsored CAD
by and will be for
participants from businesses involved in the production
and marketing 
of spices and nuts for exports. Core
resource material will be spice and nut quality control
manuals that will be produced under CAD by USP-Alafua.
The marketing coordinator will be a resource person for

this course.
 

Root CroD Ex 
orting- Securing supplies, quality control,
processing and marketing. Participants will be private
sector persons from businesses involved in the production
and marketing of root crops for export. 
The course will
utilize the root crop quality control manual produced
under CAD by USP-Alafua and will be supported by resource
 
persons.
 

If additional funding becomes available, a fourth course for
fresh produce exports will be supported. It is expected that the
venue for this course will be Fiji, the largest exporter of fresh
produce. 
It will also be held to coincide with the introduction ofthe HTFA treatment facility in Fiji.
 

3. Identifying usinessInansin Onortunities
 

Since the CAD and MARC projects will assist private enterprise
in the agricultural sector they will be complementary as follows:
 
- CAD is designed with a primary focus of helping industryowned agribusinesses 
to overcome organizational andquality control problems, leading to increased quality

and value of exports. 

- MARC is designed to work with businesses after theydemonstrate the potential or size to 
access foreign
capital, technology, information or markets. 
While MARC
will also work in the agricultural sector, it has a more
general mandate that also covers non-agricultural export

industries.
 

Both CAD and MARC personnel

informed of their 

will keep each other fully
project activities 
so as to avoid possible
conflicts. MARC and CAD will work together on such areas as:
identifying opportunities 
for business expansion; changing the
policy and regulatory environment; and distributing information to

enterprises.
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Some illustrative examples of possible areas of cooperation in

identifying business expansion opportunities include:
 

Ging rjcure: Fiji is currently exporting reject ginger to
the West Coast of 
the United States of America (USA) to be
processed into ginger 
puree. If ginger puree 
develops a
significant market it may be appropriate to process the puree in
Fiji. 
 CAD staff would work on the project formulation with MARC
providing assistance on identification of overseas investors.
 

Flowers: 
 An example of an activity that could go from MARC
with later CAD involvement might be in theindustry which is in its infancy in Fiji. 
cut flower export


In this instance MARC
might provide assistance in locating investors and markets and in
negotiating 
freight rates to facilitate development of the
industry. 
However, as the industry grows the exporters might seek
assistance from CAD to increase their supply 
of flowers from
smallholder.
 

NIi nuts: 
 The CAD project will work to develop a low cost
nut cracker. Should this be successful and the market continue to
look promising, MARC and CAD might work together by helping local
businesses to access the overseas processing, packaging, promotion,
marketing and capital necessary to develop the industry.
 
Orcanic coffee: PNG is currently exporting coffee in bean,
roasted and ground form. 
A couple of the larger firms, which work
with networks of smallholder, are attempting to break into the
overseas organic export market. 
To do so, among others, they need
to establish their "organic" credentials internationally, and then
to identify feasible niche markets. 
CAD services could provide the
information and expertise needed 
 to inform them of 
 U.S.
certification requirements for meeting "organic" labeling criteria
in the U.S. and to determine if, e.g., Australian "organic"
criteria could be accepted in the U.S. 
or Pacific Rim markets.
This CAD assistance could also include technical assistance on post
harvest handling and packaging requirements which must be met for
the crop to be labeled "organic" in the U.S. 
Once the product is
up to "organic" standard within PNG, MARC could become active in
identifying niche markets 
and providing U.S. business contacts
needed to effectively market the organic coffee in the U.S.
 

EluiL nuts: In Hawaii kukui nuts, that are 
processed into
premium priced body oil, are in short supply. 
Kukui grows wild in
Tonga and other Pacific islands. 

processing There is scope for developing a
and marketing joint venture with 
Hawaii that would
require CAD and MARC involvement.
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D. COMPONINT 3 2 lnnrovina znXort CoRmRtitiVeness of ProdutA.
 

1. Establishing Industry Ouality and Grading Standards
 

A 
major focus of CAD is to work with exporting industries in
the region to obtain better returns through the adoption of better
quality control and grading standards. The CAD marketing advisor
will work with the USP-Alafua Institute for Research, Extension and
Training for Agriculture (IRETA) to publish three export marketing
manuals for commercial industry, covering root crops, fruits and
vegetables, and nuts and spices.
 

The manuals will help to emphasize that quality control and
marketing begins on the farm. 
However, it is not likely to have a
significant impact 
on existing industries until it is followed up
with strong efforts to get industries to adopt new practices -the
subject of the next two activities. The manuals will be sold at an
affordable price to 
help pay the of
for cost preparation and
printing.
 

CAD will also provide technical assistance and training to
enterprises in the 
following export industries to improve their
quality control, grading and marketing:
 

Fiji: 
 Ginger, cocoa, vanilla, papaya, and fresh vegetables.
 

Western Samoa: 
 Taro and possibly bananas.
 

Similar opportunities exist in other countries and there may
be need for CAD assistance later, if requested, depending on the
availability of funding.
 

Papua Nev Guinea: Spices, and possibly fresh produce.
 

Vanuatu: 
 Yams, kava, pepper, squash, vanilla and, nagai

nuts.
 

Solomon Islands: 
 Naali nuts, and probably yams.
 
Tonga: Vanilla, squash, kukui nuts and fresh produce.
 

The CAD long term advisors will be working with industries and
governments 
toward the adoption 
of industry established and
regulated quality and grading standards. 
 The three USP manuals
will provide a basis for all of the above work.
 
Fiji has requested specific policy assistance from CAD in the
preparation of enabling legislation for the ginger, fresh produce
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and cocoa industries to establish and enforce quality and grading
standards. Similar 
advice 
is being sought by Vanuatu for the
future development of a fresh produce export industry.
 

2. Chaing Pro- and Post-Marvest Practices Imnroveto 


Once industries have adopted quality and grading standards,
implementation of the standards will be by CAD advisors helping
enterprises to work 
with the farmers to insist 
that strict
practices be adopted for export produce and to improve the postharvest practices from the farm to the overseas market. 
Examples of some of the market driven requirements that must
be met for some crops are:
 

Site selection  e.g. for fruit fly host crops, other fruit
fly host plants must not be in the vicinity.
 
Site preDaration  e.g. in the ginger industry the desired
size of the marketable product determines the spacing of the

plants.
 

Seed selection  the market usually determines the varieties

of seeds, that may be used.
 

Plantina date - this is determined by backing up from when theproduce is needed in the market and is 
=ot determined by when
the farmers believe they can achieve maximum yields. (e.g.

squash to Japan).
 

Introduction of integrated 
est manaaement (IPM)and other
environmentally soundDeSt control methods to meet pesticide
residue requirements of importing countries.
 

H- both the date and the time of day (to avoidheat build-up) will be determined by market
considerations.
 

Transportation and Dacking conditions 
- minimum conditions 
must be met for most markets. 

Some other market driven post-harvest standards 
 are:
inspection and grading; quarantine treatment; cooling and holding
requirements; and packaging materials.
 

These factors will be highlighted in the USP quality control
manuals, and in the quality standards CAD will help 
industries

establish.
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3. Introducing Ouarantine Treatments
 

Quarantine treatment (QT) technology transfer under CAD will
emphasize HTFA treatment for fruit flies but will also consider
other appropriate treatments, such as hot water immersion (HWI) for
nematodes in root crops, and for improving the quality and shelf
life of ban..as.
 

CAD will facilitate the transfer of technology in 
two stages,
(See Annex F for details):
 

- i tAgg__: The immediate priorityresearch program to test and certify KTFA 
is for a concerted

units under the fruit flyregimes prevailing in the different Pacific islands., In Fiji thereis now sufficient information available on the species of fruit
flies present, their distribution,

importance to 

host range, and quarantine
importing countries thanks to 
the South Pacific
Commission (SPC)/Food and Agriculture Organization (FAO) Regional
Fruit Fly Project (RFFP). 
 It will be a year before Tonga will be
in this position, and probably at least two years before Western
Samoa can begin researching QTs. 
Vanuatu, which unfortunately is
not part of the RFFP, has just initiated its own
collection program. fruit fly
With some assistance from CAD, Vanuatu should
be in a position to commence QT research for fruit flies towards
the end of the 
project period. However, some work 
with HWI
treatment for yams is expected at an earlier stage.
 

As QT research and development studies are completed, the data
will be submitted for review by 
the regulatory agency in
country targeted for export. each

Furthermore, statistics required to
show quarantine treatment efficacy differ among countries.
the first year of the project Thus in
 a United States Department
Agriculture (USDA)-Animal and of

Plant Health Inspection Services
(APHIS) official will be brought to Fiji, Tonga and Western Samoato identify quarantine problems and acceptable research data andquarantine research statistics for 
 export commodities
quarantine treatments. andThese 
visits, where possible, will be
coordinated with regulations personnel from Australia, New Zealand
and possibly Japan.
 

- 21g_-: With importer certificationfacilities obtained, the next step is 
of treatment 

to train local people in the
use of the technology. 
 This process will commence in Fiji. CAD
will provide assistance in meeting the capital cost of a treatment
facility including initial technical support (TA and training) for
the export industry to operate these facilities.
 
Industries will be required to develop a cost recovery plan
through which exporters will pay the real costs of operating and
replacing the QT equipment: 
 this is to ensure that the equipment
is maintained in good 
running order, that treatments follow
prescribed quarantine protocols, and that they meet fruit quality
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standards.
 

Research will be carried out on HWI treatment for nematodes in
yams undor CAD. 
Should HWI be proven successful it would open up
the potential for 
a significant increase in
particularly from Vanuatu to Australia. 
yam exports,


If this is the case and
should funding permit, CAD will follow steps similar to those being
followed for introduction of the HTFA treatment.
 

Training for both stages will be provided through study tours
to Hawaii 
and by in country training. A regional workshop 
on
quarantine treatments is planned for the end of the project period.
All training will be directed at both the private sector "doers"
and government "certifiers."
 

4. Introducina Mew Processing Teoholoales
 

Two needs have initially been identified by industries in the
region where relatively 
low cost new processing technology
equipment would greatly benefit the industry. 
Other technologies
may be identified during the course of CAD.
 

Tarow-a--
 : Countries importing taro 
from the Pacific
islands (New Zealand and Australia) and potential customers (the
USA) all require that the taro be free of dirt. 
 It is extremely
difficult to meet these standards with the present hand cleaning
methods and under the pressure of time to meet shipping schedules.
 
Some work has been done in Hawaii on the design of a taro
washer. The CAD project may finance additional design work to meet
the needs of the Samoan taro industry. Should this prove successful
CAD may also finance the manufacture of a 
washer for placement with
an appropriate industry enterprise in Western Samoa.
 

Since both Tonga and Fiji export sizeable amounts of taro,
they may adopt the taro washer once it is developed and proven.
 

Naali nut cracker: The 
ngaj (canarium) nut is almond
an
shaped nut found throughout the Pacific that has been identified to
have considerable niche market export potential. 
 The shell is,
however, extremely hard to crack. 
To date no mechanical means of
assisting the cracking process has been developed. While the tree
is common throughout the Pacific, the best varieties are 
found on
the densely populated islands of the Solomon Islands and Vanuatu.
 
Once a cost effective nut cracker is developed under CAD, the
project 
will promote its introduction as described in
organizational and operational assistance (See section C2). 

the
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S. Research on Cmmercial Problems and Onnortunities
 

a. Market research
 

This activity is a central 
focus of the MARC project with
which CAD will link. 
Beyond broad market identification and market
intelligence studies, more 
 detailed
development assistance market and marketing
is needed for selected products. These
studies will be largely confined to situations in which an existing
product is available to be tested in the market, so that
assistance in packaging and promotion may be provided. 
practical
 

The following are examples of 
industry identified market

studies: 

- specialty markets for Pacific island ooffees, includingthe prospects for developing a jointly promoted South
Pacific coffee pack; 

- the development of niche and tourist markets for spices; 
- the markets and marketing of indigenous nuts from the
Pacific islands; and
 

-
 the herbal market and marketing of kava.
 

b. Industry focused research
 
During the design of CAD, industry leaders often pointed out
problems and opportunities which require time to study. 
 In most
cases these problems and opportunities have not been addressed by
government or university 
research programs, even though
requirements are often quite modest. the


Currently, however, there is
a lack of a mechanism for incorporating commercial industry needs
into the USP's research agenda. 
 To create this mechanism and to
help reorientate the research agenda, CAD will 
support graduate
research assistants to carry out research on industry identified
problems and opportunities.
 

The hiring of graduate research assistants (GRAs) to conduct the
industry identified research projects serves the two-fold purpose
of removing 
industry identified barriers 
to marketing, and of
bringing researchers into the commercial sector. 
 These contacts
will be important to their future employment in the region.
 
USP has already begun to reach out 
to industry through
organization and 
support of industry identified and sponsored
workshops and training sessions. 
The facilities at Alafua provide
an adequate setting for bringing industry people together to work
in areas such as marketing 
and quarantine, requirements. The
project will capitalize on these facilities by sponsoring workshops
which contribute to the 
 goal of increasing the value of
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agricultural exports.
 

4. Distributina info nation to Intelnrises and Produmers
 
The CAD project, in response to a USP proposal, will finance
the following information dissemination efforts by USP:
 

- the reorientation of both the agriculture information
network and the Agricultural Liaison Office (ALO) system
toward commercially viable export crops 
as opposed to
their traditional emphasis on food crops;
 
- the drafting and publishing of quality control manuals
for high value niche products (detailed in Section 2a
above entitled Establishing Industry Standards); and
 
- the sponsoring of workshops which focus on commercial 

agriculture. 

CAD will provide a long term marketing specialist coordinator
to assist USP in this very important reorganization of activities
and emphases. 
The preparation of and implementation of the export
quality manuals will provide an initial focus for these activities.
The marketing coordinator will also have an outreach orientation
and work with 
export industries throughout 
the region. The
outreach program will 
 include responsibility to work with
enterprises on the development and marketing of several Western
Samoan commercial crops.

the 

This will be in addition to the role of
outreach workers 
in instruction
building, and (in seminars), institution
working with graduate and other students towards an
emphasis on commercial agriculture marketing issues.
 

Support to the ALO system will be based on the ALes
establishing contacts with industry, and the establishment of a
two-way flow of information which will be the basis for selecting
research areas and for the production of a marketing information
network. 
These activities will be specifically related to project
goals and objectives. This is a departure from A.I.D.'s previous
assistance to the ALO network, which provided full-time salaries
and living expenses, and it is essential to the sustainability of
the project. The Sustainablilty Assessment by the University of
Maryland consultant 
to the South Pacific Regional Agriculture
Development (SPRAD) project pointed to the need for countries to
begin to support the ALes if the system was to continue beyond the
life of the project. The countries are now starting to realize the
economic benefits of 
this system, and the larger countries now
provide funds to cover salaries.
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3. Project Outputs
 

Prior to the conclusion Of the project, the following outputs
will be achieved:
 

(1) Quality standards will 
be established and adopted byindustry for root crops, fruits and vegetables, spices
and ginger;
 

(2) Several export industries and commercial activities now
in the public sector will be privatized and at least five
associations involved in the export 
of agricultural
produce or products will be strengthened;
 
(3) Technical packages including more sustainable productionmethods for ginger will be in operation and new agroprocessing equipment bewill installed in commercial 

enterprises;
 

(4) Quarantine treatment will be researched, and equipmentpurchased and operated by the private sector; and
 
(5) The research agenda at USP will 
be influenced by


industry.
 

(6) The value of agricultural exports increased as a result
 
of project.
 

The main contractor will be responsible for monitoring these
activities and recording progress in quarterly reports.
 

P. Project Inputs
 

To accomplish the goals and objectives set
project will supply seven 
forth above the
 

person years 
of long term technical
assistance, complemented by four person years of long term local
technical assistance and approximately 40 person months of short
term technical assistance. The marketing advisor will be stationed
at USP Alafua, and the 
agribusiness advisor will 
be located in
Fiji. 
All will be supplied and supported by the prime contractor.
 

Short term technical assistance will be provided by (1) the
prime contractor in 
a:eas of specialty, which include ginger
quality improvement, processing equipment design, market studies,
marketing, curriculum development, and organizational and policy
advice; and (2) through the USDA 
Participating Agency 
Service
Agreement (PASA) in areas such as design of quarantine equipment,
establishment of quarantine protocols, 
 quality standards
development, and quarantine certification.
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The training input includes regional study tours and workshops
and NGIP management training of enterprises by the private sector.
No long term training is to be funded by the project.
 

The project will fund the preparation of quality control
manuals and market studies, applied research and special prefeasibility reports, 
both under the USP grant and the prime

contract.
 

Commodities, financed by the project include (i) quarantine
treatment equipment purchased by USDA, including HTFA prototypes
and computer monitoring equipment; (ii)some equipment for quality
improvement and processing, together with computers for selected
enterprises; and (iii) office equipment and supplies for the prime
contractor field personnel.
 

III. IMPLEZMNTATION PLAN
 

OQveryJ,.: The project will be
organizations: implemented by three
(1) the USP under a cooperative agreement (grant);
(2) the United States Department of Agriculture (USDA) under a
Participating Agency Services Agreement (PASA) with USDA Office of
International Cooperation and Development (OICD); and 
 (3)a U.S.
private contractor under a direct A.I.D. contract. 
 In addition,
the SPC/FAO Regional Fruit Fly Project will be collaborating in
Quarantine Treatment research. 
USAID Regional Development Office
(RDO)/South Pacific 
 (SP) monitoring and management will be
performed mainly by a Personal Services Contractor (PSC) based in
Suva, facilitated by RDO/SP's 
branch office located in
Moresby, Papua New Guinea (PNG) for activities in PNG. 
Port
 

Most funds
wi11 be obligated by these contracts and agreements. RDO/SP will
enter into non-obligating memoranda of cooperation (MOCs) with the
countries where the project will be most active.
 

A. MlorZnlementation Ations:
 

1. Grant to the University of the South Pacific: 
A.I.D. will
execute a cooperative agreement with USP in Suva, Fiji, to carry
out the activities described in the project description section;
e.g. producing quality improvement manuals, carrying out research,
carrying out an information dissemination program, and converting
its ALO network towards 
the support of commercial agricultural
activities. The agreement will be based 
on a proposal from USPdated November 1991, but will not include all activities proposedby USP. The cooperative agreement will be executed by the A.I.D.
Regional Contracting Office 
(RCO) in Manila, based on 
a Project
Implementation Order/Technical (PIO/T) prepared by the RDO/SP.
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USP, through IRETA 
on 
the USP Campus at Alafua in Western
Samoa, is uniquely qualified to provide these inputs berause it
already is doing agricultural research, preparing information for
distribution to the ministries of agriculture, and operating the
ALO network in nine countries. By involving IRETA in the project
and providing inputs to assist IRETA in changing its orientation to
commercial agriculture, the project obtains these inputs at a lower
cost and in a more cost effective manner than if these inputs were
obtained from outside the region. 
 In addition, the project also
strengthens the capacity of a regional organization to continue to
provide these services after the project ends. 
This overcomes one
of the constraints described in the project rationale section.
 
Since the contractor will provide the 
long term advisor
(marketing coordinator) to work with IRETA, the USP inputs will, in
effect, be supervised or coordinated by this advisor.
 

2. -PASAwith USDA: Under a Participating Agency Service
Agreement with USDA, OICD will 
provide technical assistance,
training, collaborative research and commoditiea in support of the
CAD project. The Agricultural Research Service Tropical Fruit Fly
and Vegetable Research Laboratory in Hilo, Hawaii will be the key
provider of necessary research, design, etc.
 
The research phase will 
be done in coordination with
SPC/FAO-funded RFFP, the
and undertaken 
at the Fiji HPI research
station at Koronivia. 
 Before 
the site is selected
quarantine for the
plant, an appropriate enterprise 
in Fiji must be
selected for the operation of the plant 
on behalf of all fresh
produce exporters of Fiji. RDO/SP 
or USDA will enter into
agreement with the an
association regarding 
its responsibilities,
eligibility of usage, fees or other revenue earning aspects, etc..
 
Sections 621 (a), 632(b) and 635(b) of the Foreign Assistance
Act authorizes A.I.D. to use the resources of another United States
Government (USG) agency when these resources 
(a) are particularly
or 
uniquely suitable for such technical assistance; (b) are not
competitive with private enterprise; and (c) can be made availablewithout undue interference with domestic programs (HB 12, paragraphlB3b(2) (a)). 
ARS is the only organization doing research on new quarantine
procedures to replace chemical procedures which are not acceptable
for exports to the U.S.


provide 
The ARS has indicated a willingness to
these project inputs which 
are not available from the
private sector.
 

The PASA will be executed by the RCO based on a PIO/T to be
prepared by RDO/SP.
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3. Contracting: 
About one half of all project inputs are to
be provided by a U.S. contractor. 
The direct A.I.D. contract will
be negotiated and awarded 
 following standard 
 competitive
contracting procedures which will be open to U.S. private firms,
universities and non-profit organizations. 
 RDO/SP will prepare a
PIO/T which the RCO will 
use as the basis for preparing an RFP.
The technical proposal will be evaluated by a team nominated by
RDO/SP and appointed by the RCO. 
The contractor's field personnel
will be logistically self-sufficient; i.e., neither RDO/SP nor the
U.S. embassy will provide 
any logistical 
support, although a
limited amount of logistical support will be provided by USP for
the marketing coordinator and by the participating enterprises.
 

4. Memorandum 
of Cooneration: 
 A non-obligating MOC
(sometimes called Memorandum of Understanding or MOU) rather than
a project agreement will 
be signed with each country receiving
substantial project inputs (including Fiji, Western Samoa, Papua
New Guinea and Vanuatu) to establish the country's agreement for
the project to work in that country.
 
The MOC will represent the government's written agreement on
a number of points which 
are standard provisions in a project
agreement (proag); e.g., country contributions, approval to operate
in the country, relief from duties and taxes, participation of the
government, etc. 
It also would describe the general magnitude and
type of inputs to be provided to the country rather than the line
item budget that is common in proags. 
 It should not be necessary
to amend the MOU during the life of the project since it is not an
obligating document, unless there should be a radical change in the
program for the country. However, RDO/SP intends to consult with
the governments regularly on progress of implementation and plans
for the subsequent year.
 

RDO/SP is using this instrument for the MARC project and the
Fiji component of the PIMAR project. 
This approach is similar to
that used by many A.I.D./Washington centrally
whereby funds funded projects
are obligated by A.I.D. through 
a direct contract,
but a MOU 
is signed with each country where the project is 
to
operate independent of a bilateral project.
 
5. Memorandum of Understanding: Whenever 
a substantive
amount of assistance is 
to be provided to 
a single enterprise,
either RDO/SP or the contractor will sign a 
MOU with the enterprise
that would describe the following: purpose of assistanco, type and
quantity of assistance, 
 time period, responsibil:Lties and
contributions of the recipient enterprise, and how assistance will
be provided. Where appropriate, and as identifiid
Environmental Report (Annex K), 

in the

the MOU will include a substantive
agreement to support environmentally sound pre- and poot-harvest
treatments. 
 The MOU is to serve two purposes: first "to insureplanning, and second to record the understanding and agreement ofthe parties. 
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6. Contracting for PSC for RDO/SP Monitorin:
use project funds for a PSC RDO/SP will
to provide 
project management,
monitoring and coordination services. 
Due to the critical shortage
of office space in the RDO/SP office facilities in Suva, RDo/sp
will use project funds to rent suitable office facilities, hire a
secretary and purchase office furniture and equipment as needed so
the PSC can work outside the RDO/SP office building.
arrangement, if it The desirable
can be worked out, would be for the PSC to share
office facilities 
and support services with either the CAD
contractor's long term advisor or the MARC long term advisor to be
based in Suva.
 

7. WorLkflas: Within two months after 
the cooperative
agreement is signed with USP, USP, in collaboration as
with RDO/SP, will necessary
prepare a preliminary overall 
work plan for
carrying out all the activities of the agreement.
a more refined work plan within 
USP will prepare
 

coordinator arrives at Alafua. 
two months after the marketing
Thereafter, the USP will update the
work plan annually. The workplans 
will be submitted to RDO/SP for
approval.
 

Within two months after 
a contract is signed with
organization, the contractor's Chief of Party (COP) will prepare an
 
a U.S.
 

overall work plan for the life of the contract and a detailed work
plan, including a budget, for the first year of the contract.
overall The
work plan will be updated annually when 
the new year's
detailed work plan is prepared. 
The work plans will be submitted
to RDO/SP for approval.
 

8. Pre-ImDlementation Meeting: 
 After the contract has been
awarded and the contractor's two 
long term advisors are 
in the
field, RDO/SP will arrange a pre-implementation meeting to 
(a)
brief all parties on the project design and implementation plans;
(b) discuss activities that might be carried out by the project;
(c)exchange information on commercial agricultural opportunities;
and (d) plan the cooperation and coordination 
of the private
sector, the governments and the implementing entities, and the MARC
project. The meeting would include the RDO/SP PSC coordinator, the
MARC project officer, the contractors two long term advisors, and
representatives from USP and USDA, as well as regional and local
organizations as appropriate. 
 The costs of the meeting would be
paid from project funds to the extent that costs are not covered
from the contract or agreewents.
 

9. Bumiersand Lautenbera Amendments:
 

(a) 
The Bumpers Amendment: Section 
521 (b) of the
annual Foreign Operations, Export Financing, and Related Agencies
Appropriations Act (A.I.D. Appropriations Act) restricts the use of
certain foreign assistance funds for agricultural export activities
 
which would have a "significant impact" on the export of U.S.
agricultural commodities.
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This restriction is.not likely to affect the project as it is
directed toward increasing the 
value of exports rather than
increased production or entering new markets. Since the niche
market products which might otherwise compete with U.S. producers
have growing seasons different from the U.S. growing seasons, these
products are not likely to compete with U.S. exports. 
 The major
markets for island produce is Australia and New Zealand which are
not significant markets for U.S. horticultural exports.
 
In addition, it is unlikely that the volume of exports from
any one country or all countries of the South Pacific of any given
product would of
be sufficient volume 
to have a "significant
impact" on U.S. exports. For example, Cook Islands 
exported only
about $250,000 of papaya in 
1988, and Fiji exported about $3.7
million of ginger in 1990. 
These numbers indicate that the level
of production in the South 
Pacific is so 
low that even if the
region should export to 
a third country an agricultural product
that competed directly with U.S. exports, the export would not have
a significant impact on U.S. exports.
 

(b) The Lautenbera Amendment: 
 Section 521(c) of the
annual A.I.D. Appropriations Act prohibits A.I.D. funds from being
used for the 
 study and establishment of 
export facilities in
competition with U.S. 
 exports of import-sensitive articles,
including 
textile and apparel articles, footwear. Since the
project concerns agricultural products for niche markets and not
any of the "import-sensitive" articles, the Lautenberg Amendment
would not effect the project implementation.
 

10. Coordination with MARC: 
 The RDO/SP Market Access and
Regional Competitiveness Project (MARC 
- 879-0018) promotes trade
and investment in the South Pacific countries with emphasis on the
U.S. markets. MARC's primary focus is 
on markets and investments
in general but is not limited to agricultural products, while CAD's
focus is
on the quality of production of agricultural exports. 
The
two projects complement each other so coordination by the RDO/SP
project officers and by the implementing entities is essential for
full success of both projects. The 
two project officers will
exchange information regularly. 
 Periodic meetings, such as the
pre-implementation 
 meeting described above, 
 will promote
coordination. 
If the CAD and MARC long term advisors based in Suva
could share the 
same office facilities along with the CAD
coordinator, cooperation by these 
PSC
 

parties would be greatly

facilitated.
 

11. Minority Contracting: 
 Due to the nature of the project,
three different organizations will be providing project inputs. 
It
is 
not feasible to require minority contracting in the cooperative
agreement with USP or in the PASA with USDA. 
Due to the size and
nature of the contract for other project inputs, it is not
desirable to limit the competition to minority firms. 
However, the
usual requirement of at least 
10% subcontracting will 
be a
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requirement in the Request For Proposals (RFP) for the competition. 

12. Evaluatio: RDO/SP will contract with people, either
through an Indefinite Quantity Contract (IQC) firm or individuals
by PSC to make two evaluations of the project. 
The nature of the
evaluations is described in Section III E 

B. Responsibilities:
 

1. USP: 
 USP will be responsible for providing the inputs to
carry out the major implementation actions (See section III) which
will be described in detail in the cooperative agreement.
also provide office space and USP will
local support for the long
marketing advisor to be based in Alafua, Western Samoa. 
term
 

be described ir These will
more detail in the cooperative agreement. USP will
be responsible for changing the orientation of its IRETA in Alafuatowards commercial agriculture to such an extent that IRETA cancontinue to provide its services with funding (in whole or in part)
by the users 
after the project ends.
participate USP is expected toin project coordination efforts with other project
entities as appropriate.
 

2. IVflJA: 
 USDA is to provide the project inputs (discussed
in section II F) which will be described in detail in the PASA, and
to assist the countries 
(both government
exporters) to meet U.S. and private sectorquarantine regulations. 
 USDA is expected
to coordinate its workplan with the SPC/FAO fruit fly project and
to assist 
the South Pacific 
private sector in establishing
quarantine treatments.
 

3. Cotato: The contractor, in providing the project
inputs described elsewhere, is expected to coordinate its work with
USP, USDA, and the MARC project personnel. The contractor field
staff must be logistically self-sufficient; i.e., RDO/SP will not
be providing any logistical support. However, USP will provide
office 
 acilities for the marketing coordinator based in Alafua.
The commercial agribusiness advisor, based in Suva, will be the
contractor's COP for its field operations.
maintain a The COP is expected to
close working relationship with the RDO/SP staff and the
other entities involved with project implementation.
 

The contractor will designate a home office person to serve as
coordinator or backstop officer to 
provide the usual U.S.-based
support functions.
 

Producer Enterrises
4. The organizations receiving
substantial assistance will sign a MOU with either RDO/SP or the
contractor as described in A.5 above. 
 The responsibilities and
contributions of the organizations will vary widely, depending on
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the 	ability to contribute, needs, etc., 
e.g., one organization
might provide local transportation, 
an office and secretarial
support for a short term advisor, while another may be able to
provide only 
the time of counterparts. The project must be
flexible in what will be required from the recipient organizations.
 
5. 	 Grm : 
The 	MOC would indicate the government's
commitment to the project 
principles and its willingness to
cooperate with project implementation. 
The MOC would designate a
government's authorized representative for the project activities
in the country that involve the government. All governments would
arrange for customary duty free import privileges, assistance with
clearing personal and official effects through customs, and issue
necessary permits and visas for all official travel. 
When 	project
personnel and a government have agreed on privatization or policy
reform needs, the government would be 
expected to cooperate in
carrying out the privatization of 
commercial activities and in
making appropriate policy and regulatory reforms.
 
6. RQ/L: 
It is expected that the PSC currently working in
the RDO/SP Agriculture and Fisheries Office in Suva, with Project
Development and Support (PD&S) financing for project design, will
continue working 
for 	RDO/SP as project coordinator under the
project funding. 
 The PSC will work under the supervision of the
USD Agricultural Officer, who will be the project officer. 
RDO/SP
will 	prepare PIO/Ts for RCO to
the carry out the competitive
contracting process, to award a cooperative agreement with USP, and
to enter into a PASA with USDA.
 

The RDO/SP project officer, in cooperation with the project
coordinator, the contractor, and the MARC project officer will
prepare criteria for an organization's eligibility for assistance,
approve the HOU with that organization, approve all international
travel funded by the project, and the annual work plans.
 

The branch office of RDO/SP in Port Moresby, Papua New Guinea
in the person of its Assistant Regional Director will have daily
A.I.D. management oversight 
 on CAD project implementation,
cooperation with the PNG private sector and the government, and
contractor performance in Papua New Guinea.
 

C. 	Coorinatio.n
 
To aid in coordination, of the various project activities and
with MARC components, a project review 
committee will
established. 
 Quarterly implementation meetings will be 

be
 
held 	in
Fiji 	with the following representatives invited:
 

RDO/SP 
 Project Coordinator (CAD)
MARC 	Representative 
 Prime Contkactor (COP)
SPC Representative 
 USDA 	Representative

USP IRETA Director 
 Private Sector Representative
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The role of the project review committee will be to review
work 
plans, to discuss implementation problems 
and recommend
solutions, and to review quarterly progress reports of contracting


entities.
 

The project coordinator and 
the project officer will be
responsible for coordination 
with other donors involved in
assistance to commercial agriculture and in ensuring close
cooperation with the Asia and the Research and Development (R&D)
Bureau agribusiness projects.
 

D. Schedule of Initial MajorEvents:
 

The proposed schedule of initial events are:-

December 31, 1991 - Project Paper (PP) completed, project


authorized.
 
- Draft PIO/T for PASA with USDA completed


and sent to RCO in Manila to negotiate

the PASA.
 

January, 31, 
1992 - Draft PIO/T for cooperative agreement
with USP sent to RCO in Manila to
 
negotiate the grant.


- Draft PIO/T for competition for direct

A.I.D. contract sent RCO
to for
 
issuance of RFP.
 

February 28 
 - RFP released by Manila.
 

March 15 
 - PASA with USDA executed, funds obligated.
 
- MOCs signed with governments of Fiji,


PNG.
 
March 30 
 - Closing date for proposals.


Grant uith USP executed, funds obligated.
 
May 30 
 -
 Work plan for USP agreement approved.
 

-
 Work plan for USDA PASA approved.
 
June 30 
 - MOC signed with governments of W.Samoa,
 

Vanuatu.
 
August 31 
 - Contract awarded and funds obligated.
 

Mobilization of C6ntractor begins.
 
September 30 
 - Contractor's two long term advisors
 

arrive at their posts.
 
October 15 
 - Pre-implementation meeting.
 



-34-


An indicative list the project's country components and intended
 
year of implementation are presented in Table 1.
 

Idicative Country rC-, t S--!
 
Table 1: And Intin" tears Of -lmi Mtati
 

STRMT EING - SOhIAL IVIN FIuIM
EXMTI NOTEWRISES UMT COTITIVE]ES 

FIJI Oroanizational andDoerationalassi stance
 

- FFGEA (Ginger) 
 (YI) . Ginger (Y2)
- TFP (Processed ginger) - Cocoa (Y2)
in privatized form (Y2) Fresh produce (M3) 

- FFPEA (Fresh Produce) (Y3)- Spices ()
 

Privatization 
Filid Oualitv Imrovmnt 

- Ginger processing (Yi) - Singer (Y2)- Cocoa and vanilla - Fresh produce 
marketing 
 (Y2)
 

Particiation in NGIP Training
 
- cocoa (Y2) - USOAPHIS (TI)- Spices 
 (Y3) - USDA/ARS (Ti)
- Root crops (Y4) - Training (Y2)
- Fresh produce* - HTFA Cert. (Y3) 

- HTFA Crerc. (4) 
Business xansion Oportunitials
 

Possibilities 
- Processed ginger - USP-Ginger (Y2)- Floriculture 
 - Specialty coffees'
 
- Fruit pure - Spices*
 

Indutrv Study Tours
 

- Singer (YI) 
- Floriculture* 
- Fresh produce* 

- Spices*' 

PMG Oroanizational and Oerational Oly--tandard
 
Assi stance
 
- NGIP (Training) (Y2) 
 -
 Duality and marketing

- PNGSGA (Spices) manuals 
. Highland fresh produce* - Root crops (Y2) 

- Spices (Y3) 
- Fresh produce (Y4) 

Participationin NGIP Training 
 Research and Studies
 
- Cocoa (Y2) - Specialty coffees* 
. Spices 
 (Y3) 
 - Spices*
 

BusinessExpansion Opoortunities 
 Industry Study Tours
 
Sowe possibilities for East New
 
Britain
 
- UHT coconut cream 
 (Yi) 
 Spices*
 
- Fresh and processed 
fruit 
 (Y2)*
 

' Depends on project receiving additional funding 
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VSMW Oroanizational and Ooeritional 
 Quality Standards
 
Assistance
 
- Taro growers (Y2) - Root crops (Y2)
- Bananas growers 
 (Y3) 
 - Fresh produce (Y3)
 

Partictoation in NGIP Trainin 
 Ouarantine
 
(Y2)
Coc 

- USOA/APHIS (Yl)- Root crops (Y4) - USDA/ARS (2)- Fresh produce* 
 - Training (Y3) 
- HTFA Cart.* 
- HTFA Co r.' 

New Procssrin 
Tachnolocives
 
* Taro washer (Y2) 
- HWT bananas' 

Rnearchand Studies
 
USP industry

studies (Y2)
 

Industry Study Tours 
- Bananas (Y2)
 

VMIIATU Oroanizatlonand Oeratino
AssistanceUP
haaiaan~aUSP Oualitv ndardsau!I
Manual
 
- Syndicate Agric (Y2) - Root crops (Y2)
(ncl. PSA) 
 - Spices (Y3)
 

- Fresh produce(Y3)
 
PArticintion in NGIP 
 Ouarantine
 

- PSA mnager (Y2) - USOA/APHIS (YI)- Spice (Y3) 
 - USOA/ARS (Y2)- Root crops (Y4) 
 - Training (Y2)- Fresh produce' 
 - HUT Cert. (Y3) 

New Technoloaies
 
- YM hot water
 
treatment (Y3)
 
- Nut cracker (Y3) 

Research a, tudie2
 
- Fruit flies
 

study a (yV)
 
- USP industry
 

research (Y3)

Speciality'
 

coffee markets
 
Spice markets*
 

IndustryStudyTours
 - Fresh produce' 
- Spices' 

a) A funding source 
isbeing sought
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SOLOINO Oraanizational and OnSrtional
 
ISLAIDS Assistance
 

Possibilities 
 USP Manual
 .	 Ngpli nut 
 - Root crops (Y2)

export company* - Spices (Y3) 

. Other groups (Y4) 

Participation in WGIP Trainina w Techmloies

Cocoa business (Y1) 
 - Noa nut (Y3)
Spices (Y3) 
 cracker
 

-	 Root crops (Y4) - f Hve 

- USP Industry 
research 

"g l nut 
market study* 

Industry Study Tours
 

- Nuts*
 

TOMIA Organizational Operational 
 OualityStandards
 
Assistance 
 USP Manuals
 

- FINCO for quarantine -	 Root crops (Y2)

equipment* -	 Fresh 

- QUj_ nuts* produce (Y3)
 

Partlcioatign inNGIP 
Training, 

Ouarantine
 
- Spices (Y3) 
 -	 USOA/APHIS (YI)
 
-	 Root crops (Y4) -	 USDA/ARS (YI)-	 Fresh produce' -	 Training (YZ) 

- HTFA
 

Certification*
 
- HTFA 

Commercialization' 

New Processing

Technol oi e 

-	 Taro washer (Y3) 

Research and Studies
 

- USP industry 
studies (Y3) 

.	 Specialty coffee
 
market studies*
 
K nuts
Lkui 

Industry Study Tour
 

- Fresh produce'
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IV. 	COST RITIXATII AND FINANCIAL PLAN 

A. Cost Estimate
 

1. Lona Term Technical Assistan-ce
 

The project will finance two long term technical assistants:
Agribusiness Advisor 

Western 	

(Fiji) and Marketing Coordinator (Alafua,
Samoa) at $200,000 each annum
period. 	 per during the project
These costs reflect a typical costing situation in Fiji
and 	Western Samoa and 
they are comparable with other
experience and American PSCs in the South Pacific. 
RDO/SP
 

The costs include salary, overhead, all the usual allowances
and differentials plus per diem. 
Office space will be provided by
the USP for the Marketing Coordinator. 
The Project Coordinator and
the 	Agribusiness Advisor, both located in Fiji, are 
expected to
share office space.
 

2. Long Term Local Technical Assistants
 

Long term management resource persons will be hired locally by
the prime contractor for four person years at $50,000 per person
year, spread over the first three years of the project period.
costs cover 	 The
salary, overhead, local travel 
and 	per diems and
associated expenses. 
Of the two management resource persons hired,
the first will be based in Fiji and the second in Vanuatu.
 

3. Short Term Technical Assistance
 

This cost estimates 20 person months for both the contractor
and the PASA. 
The contractor will supply approximately 17 months
of expatriate TA (at $25,000/month) and three months of local TA
(at $12,000/month). 
 The amount for the PASA is $20,000 per month.
These amounts are all inclusive (i.e. salary, overhead, travel, per
diem, etc.), 
based on recent contracts in the South Pacific.
 

4. 	rii
 

Management trainina: 
This 	training consists of four twomonth courses in commercial management to be provided by NGIP in
PNG 	at 
a cost of $540,000. One objective of the project is 
to
build up a regional training capability in enterprise management.
Therefore, this cost element includes both (a) strengthening the
training capability of NGIP, e.g. curriculum preparation, training
materials, facilities upgrading, equipment, and non-NGIP resource
persons; and 
(b) actual costs 
of the four courses, e.g., 
course
presentation costs, and participants' travel and per diem costs,
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less a cost-sharing contribution per participant to be determined
 
by the forthcoming Mission order.
 

St ouLr: This cost consists of sending a total of 25
people to USDA's quarantine facilities to examine quality control
and export standards in Hawaii, at an estimated cost of $3,500 per
person (includes USDA direct costs for arranging the study tours,
air fares, per diems, 
and miscallenous travel 
expenses). The
participants are expected to share in the costs at a level to be
determined by the forthcoming Mission order.
 

Wrkshop: 
Two workshops will be conducted at USP at a
cost of 
 $30,000 each (includes rental 
 of facilities and
administrative 
costs plus partial costs the
of participants'
airfares and per diems). The participants are expected to share in
their personal costs at a rate to be determined by the forthcoming

Mission order.
 

5. Research/Information
 

Marketing research, development of quality control manuals and
special reports will be conducted under a USP 
grant. The
estimated 
budget of $520,000 covers the 
cost of hiring eight
graduate research assistants for two years at an estimated cost of
$12,000 per year (includes tuition fees, travel costs, per diem,
and in some cases specialist supervision allowances and purchase of
minor equipment), preparation of three marketing 
 manuals,
production of two or three videos, and strengthening of ALO networklinks to the commercial sector. 

Funds from the sale of manuals will be used to reduce the cost
of subsequent manuals. The manuals will be used as part of the
course 
materials and sold to the interested enterprises, publicsector institutions and book stores.
 

6. Commodities 

a. Prototype Machinery: A major component is the design
and installation of a HTFA treat-ment facility by USDA. 
This cost
includes design, purchase of materials, and the assembly of theprototype in Fiji (note: training of personnel in the operation ofthe facility is included in the short term technical assistance tobe provided by USDA and in 
the training study tours mentioned
above). The total of the QT commodities component is $350,000.
This cost is based on information from the USDA in Hawaii. 
 These
treatment facilities will be operated by the private sector and the
costs of maintenance and repairs (including depreciation costs) are
expected to covered
be by the users. Some of the cost of
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installation and ancillary equipment will also have to be met by
the private sector. The schedule of charges levied is to be worked
out between the prime contractor and the associations operating the
equipment. The commodities line item also includes $120,000 for
the design and construction 
of taro washer and nut 
cracker
prototype machines.
 

b. Other Commodities: 
 $80,000 in funds have been
included to provide for the quality control equipment and financial
monitoring system for some of the enterprises receiving extensive
assistance from the project. 
Office equipment such as computers,
furniture and related material for Fiji and Western Samoa offices
is estimated at $40,000.
 

7. Office/Sunport Staff
 

$135,000 is budgeted 
for office costs including rents and
related costs in Suva and Apia, and a secretary/accounts clerk in
Suva.
 

A PSC advisor, hired 
at a cost of $200,000 per year for 
a
period of five years, is to be based at the RDO/SP office. The
advisor will monitor and coordinate the activities of the project,
and assist the RDO to oversee the management of the prime contract,
the USP grant and 
USDA quarantine treatment activities. This
person will also provide technical project services. 
 The costs
include salary, considerable allowance for travel, overhead, and
all the usual allowances and differentials, and reflect the typical
costing situation in the 
South Pacific (comparable with other
RDO/SP experience and American PSCs).
 

The Project Coordinator is expected to share an office space
with the prime contractor's Fiji-based advisor.
 

9. 
In recognition of the probability that the Asia Bureau
Regional Agribusiness Project (RAP) will 
be authorized in late
FY92, and will provide complementary services to those of the CAD
project, buy-ins to 
RAP are anticipated and will 
come from the
"RDO/SP Monitoring" line item in the budget presented in "Table 5."
 

10. HostCountryandPrivate Sector Contributions
 
The standard 25% country contribution is not required by this
project since it is 
a regional project, and it is not directed
towards any specific country. 
 Therefore, a formal 
assistance
relationship with each country will not be established through a
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grant agreement. In addition, the CAD team will work directly with
the private sector enterprises.
 
However, the private sector will contribute towards the cost
of the project services by paying 
a portion of the expenses
associated with market research and promotion, training, workshops,
seminars, some of the cost 
of quarantine equipment
control. and quality
Since the project will be working with profit- making
organizations, it is reasonable to expect some of then to share in
the costs of some of the inputs.
 

The USP will provide an estimated in-kind contribution in the
form of office space, support for the marketing coordinator at
Alafua Campus, and the 
use of classroom and other 
research
facilities plus the ALO network that is already in existence.
 

11. Cnic-c
 
An allowance of 5% of 
 the costs is set
contingencies. aside for
A 4% flat rate is allowed for inflation. This
amount is regarded as adequate since a number of the inputs are of
such a nature that costs can be reduced during the later years of
the project period (i.e., 
 management training, 
 processing
prototypes, number of publications, duration of study tours,
research at USP, etc.).
 

B. Financial Plan
 

1.
 

Three contract agreements will be executed; one with the prime
U.S. private contracting firm; 
a second under a cooperative grant
agreement with USP; and a 
third under a PASA Service with the USDA.
 

a. Prime Contractor
 

It is anticipated that about one half of the project input
will be provided by one U.S. contractor, awarded on a competitive
basis, under USAID direct contract. 
It is likely that the contract
will be awarded to a relatively large commercial firm experienced
with working for the U.S. government, including A.I.D. 
 The
financial competence of the contractor to safeguard project funds
and provide satisfactory accountability would be a factor in the
evaluation of proposals. Quarterly progress reports would include
financial data for monitoring the expenditure and 
status of

funds.
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Reimbursement 
to the contractor would be 
made monthly by
checks issued by United States Development Office (USDO) in Bangkok
after RDO/SP has reviewed and approved 
the monthly voucher and
supporting documents. 
No advances would be made if the contractor
is a profit-making firm.
 

b. USP Cooerative Agreement Grant
 

The USP, a regional 
educational institution, has received
grants worth $12 million over the past 10 years from AID under the
SPRAD project. Therefore it is familiar with AID's
responsibility and reporting procedures. 
financial
 

In addition to internal
audits, the USP financial records are annually audited by a 
private
auditing firm.
 

Even though no A.I.D initiated audit has been conducted for
the SPRAD project, an evaluation in 
1990 did indicate that the
A.I.D. funds are being properly managed and utilized. In addition,
the quarterly progress reports submitted by the USP appear to besound in the management and allocation of A.I.D. funds. The RDO/SPcontroller's office is also in the process of conducting anassessment of the SPRAD project.
 

The CAD project is to be included in the annual audits andcopies of the annual audits are to be provided to the RDO/SP. Fundshave been included in the project budget for audit and evaluation
of the USP grant. A mid-term evaluation will be carried out.
 
Quarterly advances and liquidations will be 
done based on
quarterly progress reports, including financial data submitted by
the USP. 
The RDO/SP Project Officer and Controller will review the
progress reports before approving any advance of funds.
 

c. 

A Participating Agency Service Agreement will be signed with
the USDA. 
A percentage (to be determined) of the total contract
will be advanced for each line item following negotiations between
A.I.D. and USDA. 
 On submission 
of vouchers and procurement
documents, the A.I.D Controller will review and certify payments
following administrative approval by the Project Officer.
 

2. AuditsandEvaluations
 

Primary responsibility for project and contractor audit is
with the Regional Inspector General's Office in Singapore. Funds
are included in the budget for three independent external audits by
private firms (two audits for the contractor and one for the USP
grant) as needed during the life of the project. The budget a ;-'
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includes funds for two formal evaluations. 
 RDO/SP will contract
 
and pay directly for the evaluation.
 

3. RDO/SP Monitoring
 

RDO/SP will pay directly the Project Coordinator assisting the

USDA Project Officer by checks issued by USDO BangkoL.
 

4. Justification for Local Cost Financing
 

a. 
Although the two long term advisors are expected to
be Americans under contract with a US contractor, a number of costs
are local by nature (local meaning South Pacific region). These
include travel within the South Pacific Region since no American
Flag Carriers are available, housing and utilities, 
per diem,
office costs, furniture and equipment, and educational allowance.
The best estimate is that this will constitute 35% of the cost of

each Advisor.
 

b. All the costs for the local technical assistants are
expected to be local 
with some minor overhead costs by the
 
contractor.
 

c. 
Only per diem and the cost of travel within the

region will be local.
 

d. Most of the training costs are local, since
management training will be provided in PNG under a local subcontract, except for some of the technical assistance and resourca
persons, plus the overhead of the contractor. Travel for the studytours will be on non-U.S. Flag Carriers and both the workshops will
be held within the region and require local travel, services and

supplies.
 

e. The Cooperative Agreement to USP is expected to finance
only local costs. A Justification for requesting applications only
from USP is expected to be approved in the project authorization.
 

f. A small portion of the ccsts of the prototype machinery
will be for the local services and commodities only available
locally; example, a building for the heat treatment plant.
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g. 
Nearly all of the office supplies, overhead and support


staff will be local with the exception of some office equipment.
 

h. Approximately 60%
costs will be 
of the monitoring and coordination
local, comprising housing and utilities, 
office
costs, regional travel, per diem and other allowances.
 

i. 
Part of the costs of evaluation would be local; e.g.,
travel within the region and per diem.
 

J. Audits probably will be done by local accounting firms as
the contracts would be too small to be given to U.S. firms ($20,000

each).
 

k. Since about 50% 
of the costs for all budget items are
local costs, 
the same ratio is applied to the contingency and
inflation allowances.
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Table 2: BUDGET SLSARY (1000)


ITEMS YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 TOTAL 
I. LTTA -7PY 
 200 400 400 100
300 1400
 
2. LTLTA - 4PY 
 25 100 75 
 200
 

3. STTA 
 40 300 262 180 80 362
 

4. TRAININ6 
 95 
 180 215 180 30 700
 

5. RESEARCH/INFORJ4ATION 
 30 210 190 go 520
 

6. C09M0OITIES 
 70 110 350 
 60 590 

7. OFFICE/SUPPORT STAFF 
 15 30 30 
 30 30 135
 

8. COORDINATOR 
 165 200 200
200 200 965
 

9. EVALUATION 
 50 
 30 80
 

10. AUDIT 
 30 
 30 60
 

11.CONTINGENCIES (S) 34 77 
 89 52 25 277
 

12. INFLATION (4) 
 25 59 
 68 40 19 211
 

TOTAL 
 729 1666 1929 1132 544 6000
 

NOTES
 

1. Under long term technical assistance, a Marketing Coordinator (Alafua) and an Agribusiness Advisor
(Suva) will be hired.
 

2. Local long term technical assistant at $50,000 per year will support two advisors, one each based inFIJI and Vanuatu. 

3. Under both PASA-USOA and Prim Contractor, short term technical assistance will be provided. 
4. Training Includes manageent, study tours and workshops for quarantine treatmentagribusiness and marketing. The subcontract to N6IP and 

commercial 
sponsorship of participants is included under 

managemnt training.
 

S. University of the South Pacific will implement this activity under a cooperative grant agreemnt. 
6. The PASA-USDA will supply and Install a High Tmerature Forced Air (HTFA) unit for Fiji and throughthe Prim Contract, other processing prototype equipmnt will be identified and installed in the

region. 
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Table 3: DETAILS OF THE BUOGET SI.NARY (5000) 

ITEMS YEAR 1 YEAR 2 YEAR YEAR 4 YEAR3 5 TOTAL 

1. LTTA -7PY 200 400 400 300 100 1400
Marketing Coord. 100 200 100200 600 
Agribusiness Advisor 
 100 200 200 200 100 so 

2. LTLTA - 4PY 25 100 75 200
 
Fiji TA 25 50 25 
 100
 
Vanuatu TA 
 50 50 100
 

3. STTA 40 300 262 100 o 
 862
PASA -20PH 
 40 100 100 80 80 400
 
Contractor -17PM 
 175 150 100 425
 

- 3PM (LOCAL) 12
25 37 

4.TRAINING 95 18o 215 180 30 700

Managennt 70 155 160 
 155 540
 
Study Tour 25 25 25
25 100 
Workshop 30 30 60 

5.RESEACH/INFo o1. 
 30 210 190 90 520

GRA Program 10 95 590 200
 
Marketing Manuals 45 35
40 120
 
Videos 
 20 20 20 60
 
ALO network 20 50 30
40 140
 

6. COOITIES 70 110 350 60 590
 
Quarantine Treatment
 
-research 30 40 
 20 90
 
-cmmercial unit/ 260 
 260
 
shipping
 

Processing Prototype 40 40
40 120
 

Quality Control A 30 30 20 80
 
Acct. equip for Ass. 

Off. Equip.-FJ1WS 40 
 40
 

7. OFFICE/SUPP. STAFF 15 30 30 30 30 135 

8. UOITOR/COOR " 165 200 200 200 200 965 

9. EVALUATION 50 30 80 

10. AUIT 30 30 60 

11. CONTINGENCIES (5.) 34 77 89 52 25 277 

12. INFLATION (0) 25 59 68 40 19 211 

TOTAL 729 1566 1929 1132 544 6000 
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TABLE 4 : IMPLEMENTING & FINANCING METHODS 

ItmW IIlmmnting Financing Estimated ContractNo. Contract/Activity Method Method Cost (OO0) Method 

I.INSTITUTIONAL CONTRACT
 

A. Technical Assistance PIO/T Direct Pay 2062 A.I.D.B. Training PIO/T 
 Direct Pay 540 A.I.D.

C. Cmodite 
 PIO/C Direct Pay 240 A.I.O.
 

II.PAS
 

A. Technical Assistance PIO/T Direct Pay 400B. Training PASA 
PIO/T Oirect Pay 100 PASAC. Cmmodities 
 PIO/C Direct Pay 240 PASA
 

D. Research 
 PIO/T Direct Pay 90 PASA
 
E. Services 
 PIO/C Direct Pay 20 PASA
 

III .COOPERATIVE AGREEMENT 

.. ... ...------------------


A. Training 
B. Research
C. Publications 

PIO/T 
PIO/T
PIO/T 

Direct Pay 
Direct PayDirect Pay 

60 
240
IO 

COOP AGRNT 
COOP AGRNTCOOP AGRMT 

0. Services PIO/T Direct Pay 100 COOP ARNT 
----. . .. .. .. .. .. ... .. .. .. .. .. . .. .. .. ...-... .. .. .. .. .------------------
IV. KNITOR/COORo/g p 

A. Technical Assistance PIO/T 
B. Services PIO/T 

Direct Pay 
Direct Pay 

965 
135 

A.I.D. 
A.I.D. 

--- .-. ..---.. .... ...----.. ..---......-....--.-. 

V. EVALUATION/AUDIT 
 PIO/T Direct Pay 140 A.I.D.
 



----------------------------------- 
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TABLE 5
 
PROJECT BUDGET BY CURRENCY
 

(US$000) 

m-------------------
FOREIGN 
 LOCAL COSTS TOTAL
 
EXCHANGE
 

m------------m-----------------
1. 	Technical Assistance
 

Long term - Expat 1,000 
 400 1,400
Long term - Local 50 	 150 
 200
Short - Term 
 662 
 200 
 862
 

Sub-total 
 1,712 
 750 2,462
 

2. 	Training

Management 
 100 440 
 540
Study tours 
 50 
 50 	 100
Workshops 
 60 
 60
 

Sub-total 
 150 
 550 
 700
 

3. 	Research/Publication 
 520 
 520
 

4. 	Prototr.pe Machinery 
 400 
 70 	 470
 
5. 	Commodities 
 80 	 40 
 120
 

6. 	RDO/SP Monitoring 400 700 
 1,100
 

7. 	Evaluations 
 50 	 30 
 80
 

8. 	Audits 
 0 	 60 60
 

9. 	Contingency 
 140 	 140 
 280
 

10. 	Inflation 
 104 	 104 
 208
 

TOTAL 
 3,036 0 2,964 0 6,000
 

http:Prototr.pe
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V. EVALUATION PLAN 

Two reviews will be conducted during the course of the
project. 
The first, a midterm evaluation by an external team in
year three of the project, will review both USP's progress toward
objectives in their cooperative agreement and the performance of
the contract team.
 

The 	review 
of USP's contribution is especially critical
because USP's inputs are product-based, and thus a radical change
from their more traditional institution building role in SPRAD.
The second phase of USP's grant will be based on the midterm team's
evaluation of the usefulness of USP's outputs. Special attention
will be paid to the quality and usefulness of the quality control
manuals, commercial videos, and information supplied to industries;
the success of linkages established by ALO's between commercial
industry and USP; 
and 	the quality and usefulness of industry
identified technical packages produced by the research assistants
under the guidance of project-supplied TA. 
Based on the successful
and timely completion of the tasks as described in the cooperative
agreement, USP's grant will be extended to the fourth and fifth
 years of the project.
 

The commercial contractor will be evaluated at the same time
and 	all project inputs will 
be assessed. Inputs, in terms of
technical assistance, commodities 
and training, are carefully
related in the project logframe to the magnitude of outputs. 
These
are to be verified by project quarterly reports.
 
A final review to assess project impact will be carried out in
year 	five. Both of these evaluations will be performed by a team
of independent advisors and funded by the project's monitoring and
evaluation line items.
 

Both the midterm evaluation and the final project review will
focus on progress toward achieving end of project status (EOPS) as
outlined in the logframe.
 

Moitoriag: 
Trip 	reports, quarterly meetings, and quarterly
implementation reports form the basis of the project's internal
monitoring system. 
The contractor is charged with monitoring and
reporting on:
 

1) The quality and value of produce exported from target
countries with special emphasis on target crops as listed
in the logframe and in the Missions' November 1991,
Strategy Statement.
 

2) 	 The increase in high value exports via sales to tourists
 as reported by agribusiness entitites.
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3) Any increases 
in foreign investment activities in the
agricultural sector with an emphasis on target crops and
countries.
 

4) The results of quarantine treatment 
research protocol
development, and treatment commercialization.
 
5) 
 The progress of technology transfer activities. 
6) The progress in developing private sector management
training capability.
 

7) The progress in establishing industry grading and quality

standards.
 

8) 
 Results of policy and privatization work.
 

Baseline data for high value exports are included in annexes
B, E, and J of the PP. The contractinformation now available by collecting both 
team 

export 
will build in the 

sales data. and touristThis information is avaiable from the ministries of
agriculture and statistical departments, but needs to be updated
and supplemented by discussions with exporters and with statistics
from importing countries.
 

Particular attention will be paid to the contractor's ability
to include 
women beneficiaries 
in the implementation
project's activities. of the
Per the recommendation
soundness analysis (SSA), in the social 
contract all project data accumulated by the
team and reported in quarterly reports 
 will
disaggregated where feasible by gender and country of origin. 

be
 
The
evaluation will confirm the usefulness of such efforts.
 

VI. auagazy oF AUaLYI5
 

The various analyses have included a number of recommendations
which, were incorporated in the design of the project.
 

The Institutional Analysis

former Managing Director 

(Annex G) was undertaken by theof the Friendly IslandCooperative of Tonga. Marketing
In the six years from 1986-1991 FIMCO, with
A.I.D. assistance, has grown from a $300,000 to a $3,000,000 yearabusiness with 1,800 producer members. 
It is now 100% Tongan owned
and managed and is expected to continue to prosper.
the key to Management was
this transition. 
 The CADprovide the same project is structured to
kind of assistancenations. By building on 
to other Pacific islandthe experienceworking gained in Tonga and bywith more established industries and enterprises it was
concluded that CAD could achieve similar results in a shorter time
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frame at less cost per enterprise.
 

The Social Soundness Analvsis (Annex J) made a series ofrecommendations which will be incorporated into the workplan of theprime contractor. CAD's emphasis on in siu farmers, producerowned companies, and high-value crops integrated into traditionalproduction system was highlighted in the SSA. The SSA concluded
that this 
emphasis indicates a sensitivity to traditional land
tenure/land use patterns that augurs well for the success of theproject. It was recommended that social soundness analysis beincorporated into management training curriculum development; thatthe contractor's quarterly implementation reports record the statusof participation of women beneficiaries; and that the monitoring ofcrop specific land use 
practices be included in 
both project
monitoring and curriculum development efforts.
 
The Economic Analysis (Annex I) concluded that improving the
quality of high value exports 
can lead to substantial economic
benefits relative to the cost incurred  particularly in the case
of an existing industry. There is considerable scope for improving
the quality of island
Pacific produce exports and there are
significant price premiums 
to be obtained from 
these efforts.
Since the 
high cost of freight and handling have be
to met
regardless of the quality of the produce, therefore most of the
benefit of improved quality will accrue to exporters. Projected
increases 
in sales can be achieved within existing freight


capacities.
 

The Technical Analysis 
 (Annex H) considered alternative
approaches to achieving the goal and purpose of the CAD Project.
It was concluded that it was 
appropriate to 
focus on exporting
businesses that have sufficient producer ownership.
enterprises 
provide the greatest scope 
Such
 

for replication and
spreading of 
the benefits of the project. Further efforts to
improve marketing, grading 
and quality control 
have been
successful most
with producer-owned 
and controlled businesses. 
 The
essential difference between such successful industries and similar
efforts in the Pacific islands in the past through government-owned
and directed marketing boards lies in the establishment of a strong
proprietary interest in the grower-owned and directed businesses.
 

The Pacific islands must be brought into the mainstream of QT
methods if they are to continue to export high value horticultural
exports. CAD's 
collaborative 
approach utilizing the unique
capability of the USDA/ARS represents the only 
feasible way to
proceed. 
 By involving the USP in CAD and providing inputs to
assist IRETA in 
changing its orientation 
toward commercial
agriculture, the project obtains these inputs at a lower cost and
in a more effective manner than if these inputs were obtained from
outside the region. 
 In addition, the project also strengthens a
regional organization's capacity 
to continue to provide these

services after the project ends.
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The use of NGIP in management training is similarly justifiedcompared with alternative approaches considered and forms the basisof a unique training opportunity in the South Pacific; i.e.,training by private sector entrepreneurs for private sector growersand exporters. 

The Enviromental Report. On the recommendation of the AsiaBureau environmental officer, a local firm was hired to review the
current production practices of the major high value crops which
have been targeted under CAD. 
 The purpose of this study was to
recommend to the design team areas where CAD can assist in thepromotion of environmentally sound production practices.
 
CAD 	 is not a "production" project 2jzjg; the projectedincrease in value of the targeted produce will come primarily from
increased quality. However 
the 	project cannot ignore the
possibility that more lands will be brought under cultivation or
that production will be intensified as profitability to producers
is increased. 
 Indeed, this is a predicted and welcome "spread
effect" of a successful agribusiness. The responsibility of the
implementation 
team is to ensure that environmentally sound
production practices are encouraged.
 

The consultant concentrated on 
fresh ginger production and
made 	the following recommendations:
 

1. 	 Demonstration 
 of sustainable ginaer 
 growing.
Demonstrations should be of sufficient size to be widely
appreciated by both farmers and government that ginger
can be grown continuously on undulating ground, thereby

reducing erosion.
 

2. 
 Mnjoing. The CAD project should include a monitoringprogram to ensure that the objective of shifting the
ginger 
industry to a sustainable footing is not
sacrificed or overridden by 
other objectives of the
project which ay inadvertently encourage unsustainable
 
practices.
 

3. 	Reviews and Termination. Periodically the monitoring
should be reported in the form of a review, at which timeif it is concluded that the industry is not co-operating
in the move to a sustainable production base, then the
CAD assistance should be terminated.
 

These recommendations will be incorporated into the letter of
agreement with the FFGEA and monitored by the contracting team,
using short term assistance when required.
 

These principals will also be followed in the agreements with
all agribusinesses with which the project will be working, i.e.
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sustainable production practices must be adopted for those crops

where production practices or the use of biocides are hazardous to
 
the environment.
 

Coordination of CAD with the SPC Biological Control project

will also be done by the project coordinator to ensure that
 
biocontrol is initiated where possible and reported in the
 
contractor's quarterly reports.
 

VIIZ: INITIAL UIIVZRONTAL NZAMIMTZON (I3) 

See attached
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Revised 
INITIAL ENVIRONMENTAL EXAMINATION
 

Project Location 
 : South Pacific
 
Project Title 


. ommercial Agriculture Development 
(CAD)
 

Project Number 

. 879-0025 

Life of Project 
 FY1992 - FY1997
 

Funding 
 $6.0 million
 

Prepared by 
 Sharon A. Fee
 
Agricultural Development Officer
 

The Commercial Agriculture Development (CAD) Project is a six
million dollar, 
five year project which will
assistance to provide management
producer-owned 
commercial enterprises and 
assist
exporters to develop and market a competitive product.
 
To achieve the purpose of increasing the value of agricultural
exports, the project will fund 
seven person years
expatriate expertise of long term
focussed on providing agribusiness 
and
marketing advice; four years of regional technical assistance which
will concentrate on the development of local management skills, and
forty person months of short term 
expertise, aimed at
quarantine and quality improving
control to ensure 
the competitiveness of
agroproducts.
 

The components are funded approximately as 
follows:
 

000's
 
Technical assistance to commercial


industry associations 

Training and Studies 2.5
 
Commodities 
 1.2
 
Coordination and Monitoring .6
 

1.1
Contingencies and Inflation 
 .6
 

6.0
 

Because the components of
provision the project involve primarily the
of technical assistance,

experimentation studies, 

training, controlled

analyses and


is information transfer, the
mission requesting a categorical exclusion under Handbook 3,
appendix 2D, paragraph 2 16.2(c).
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While CAD is not an agricultural production project Per 
se
profitability increases may 
cause new lands to be brought under
cultivation or the intensification of production of land already

under cultivation.
 

At the suggestion of the Bureau environmental officer, the
mission contracted for 
a study to be done during the PP design
which would summarize the production practices currently being used
to raise the crops targeted by CAD and to recommend improved
techniques where applicable. This study has been completed and
(Annex K) of PP and the recommendations have been incorporated into
 
the PP.
 

Several mitigating practices have been identified in the 
PP
and will now be included in CAD. These practices will actually
enhance the physical environment in which high value crops 
are
grown, and in the-case of quarantine practices, of the physical

environmental 
as a 	whole.
 

They 	are:
 

A) 	 Each agribusiness with which the project is working will

sign a Memorandum of Cooperation which includes a section
 
on the introduction of IPM and/or other environmentally

sustainable production packages where applicable.
 

B) 	 The implementation of this agreement will be the

responsibility of the 
 agribusiness associations
 
themselves; CAD will assist where funds permit.
 

C) 	 Progress will 
be monitored by the main contractor and
 
reported quarterly.
 

Several quarantine and treatment protocols to be introduced
under CAD in lieu of current chemical treatments will have a
salutary effect on the environment. These include:
 

A) 	 The replacement of chemical quarantine 
treatments with

electrically powered Hot air quarantine treatments 
for
 
papaya and other fruits.
 

B) 	 The introduction of hot water dips for disease control in

fruits and vegetables in lieu of chemical treatments.
 

C) 	 The replacement of Fruit Fly Chemical Spraying techniques

with baiting techniques to reduce chemical applications.
 



-3-


Other agroprocessing equipment to be designed and introduced
under CAD will have a neutral effect on the environment these are:
 

A) A taro washer to remove 
soil from root crops.
 

B) A manually operated ngali nut cracker.
 

Great potential exists 
for the introduction of improved,
environmentally safe 
and sustainable practices 
in the South
Pacific. While it 
is beyond the scope of CAD's limited resources
to develop biocontrol practices, 
the project will coordinate
closely with 
both the GTZ Biological Control project 
and FAO's
Fruit Fly project. These two proiects have a mandate to work with
government through 
 the South Pacific Commission while CAD
represents 
a unique opportunity 
to transfer new technologies
directly to the private sector through the associations with which
it works. 
 On this basis, a categorical exclusion is recommended.
 

Environmental Action Recommended! Negative Determinat4'_5 /
 
Mission Agricultural Development. 
 Signature! Sharon 
A. _ee


Offficer
 

Date: 
 e e 9
 

Regional Director's Concurrence 
 Signature. 
 nn . Woods 
S(Signed)
 

Date: eeber 2 199i
 

Approved Bureau Environmental 
 Signature: Molly Kux 
Officer
 

Date: December 20, 1991
 
Approved by telephone
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UHULAS SI IlD 5 T'A'it 01184b/ 1 ANNEX A 
'."ACTION. 'AID'"INOtE C '" "' 

TVZCZCVAO46'' 
LOC: '35
PP*RUEN A ""
DE RUERC #1845/01 0120908 

639 
111O135- 14 JAN 91 0052,ZNR*IUUUUT ZZH* . CRRG: 'AID


P'120906Z JAN 91 ' 
 DIST:'!AID ,

F11SECSTATE WASRDC 
 , .
 .
TO"AMEMBASST'SUVA PRIORITY 1232 

UNCLAS'SECTION"01OF 

., 
02.STATE 011845 AC-9O ....-

ACTION IWFO:<AID C. ' , 
'J 

v,'t s .0 .12356 i: N/A DIRTAGS:'
t 
SUBJECT: "SOUTH'PACIFIC-COMMERCIAL AGRICULTURE 

,,o 
'DEVELOPMENTMPROJECT cc:ir(879-0025) AID/V PID REVIEW
 
'.-:THESUBJECTPID WAS REVIEWED IN'AID/WVON
'DECEMBER 11,:'1990. 
 THE PROJECT REVIEW COMMITTEE
CONSISTED-OF'REPRESENTATIVES 
OF'TR,'A
WELL'AS PPC..4 IN 

PD, GC, FPM, AS r'.1TOTAL 1' ISSUES AND 6 CONCERNS WEREDISCUSSED WITH MISSION REPRESENTATIVES KIRK DARLGREN AND 
I A 

;LOUIS KUHN, .:ALL;'OF THESE ISSUES AND CONCERNS WERE 
.'
 

RESOLVED AT THEEMEETING. 'AS A RESULT, THE MISSION IS
,.(,AUTHORIZED TO PROCEED WITH PP DEVELOPMENTAND PROJECT' 
"
 

'AUTHORIZATION;:AUTHORITT.IS 
HEREBY'DELEGATED TO THE 
 ... ....DIRECTOR, RDO'iSOUTH PACIFIC FOR A FY 
92 INITIAL
?OBLIGATION. 

....2 .' 4 THE-FOLLOWING:PP PREPARATION GUIDANCE' RESULTED FROM AC ;... ..... 

TEE REVIEW:,
 

. "THE: COMMITTEE ENCOURAGES THE MISSION'TO PROFIT FROM
1LESSONSVLEARNED'BT THE'AGENCY FROM OTHER, SIMILAR.PROJECTS. SPECIFICALLY, THE MISSION SHOULD INVESTIGATE
THE SUCCESSES/PROBLEMS ENCOUNTERED BY THE TROPICAL FRUIT 
FOR'VINDWARD'ISLANDS PROJECT-MANAGED OUT OFRDO/C.
"COMPLEX'PROJECT"INVOLVES:A, 


LARGE NUMBER OF' ISLAND 
THIS
 

"COUNTRIES.AND HAS-HAD.APPROXIMATELY FIFTEEN MONTHS OF
IMPLEMENTATION 'EIPERIINCE.
 

* :PROJECT"INPUTS:*!THE PP SHOULD IDENTIFY ALL REQUIRED
IiPUTS'AND THEIR'RELATIONSHIP TO PROJECT OUTPUTS.
SPECIFICALLT,r.THE. PP.SHOULD- INCLUDE AN IDENTIFICATION- OF7NON-PROJECT INPUTS (1.. 
 THOSE OFOTHER DONORS AND
'PRIVATE SOURCES OF INVESTMENT, INCLUDING THOSE THROUGH
•THEMARC.PROJECT, (879-0018) REQUIRED TO ACHIEVE PROJECT
''SUCCESS. 
"THE"COMMITTEE 
UNDERSTOOD FROM THE PRESENTATION
BY'MISSION REPRESENTATIVES THAT SOURCES OF COMMERCIAL
-,'AND-OTHER CREDIT ARE READILY AVAILABLE IN THE REGION, 
I
 

INCLUDING THOSE FOR COMMERCIAL AGRICULTURAL PRODUCTION 
•
 

PROCESSING 'AND MARKETING, AND THAT A MORE FULL ANALTSI9'OF"CREDIT' AVAILABILITT HAS' BEEN UNDERTAKEN AS PART OFTHE MARC PP DESIGN. IT'ISRECOMMENDEDTHAT THE CAD PP
'ALSO"ADDRESS THIS:QUESTION. 
 THE COMMITTEE NOTED FROM
 

UNCLASSIFIED 
 STATE 011845/01
 

http:AUTHORIZATION;:AUTHORITT.IS


'THE' PRESENTATION'THAT-THERE IS SUFFICIENT AIR CARGO A-2
 
SPACE-ATAILABLE FOR SUBSTANTIALLY INCREASED EXPORTS-I "EVEN'WITHOUT'THE'EXPECTED INCREASES IN TOURISM, BUT
RECOMMENDS THAT THE MISSION SPECIFY IN THE PP THE AIRCARGO PROJECTIONS THAT WILL Br USED IN THE PP ECONOMICANALTSIS." QUALITT STANDARD TESTING IS ALSO A CRITICAL:
INPUT;'TO THE OF EXPORTSUCCESS AN ORIENTED FOOD-PRODUCT 

* PROJECT. 
 THE PP' SHOULD IDENTIFT THE ADEQUACY OF TESTING
SERVICES AVAILABILITY 
AND THE MECHANISM FOR QUALITY

CONTROL ASSURANCE.-


C. 'COST RECOVERY 'iTHEMISSION SHOULD EXAMINE EVERT
OPPORTUNITY TO. RECOVER 
COSTS )OR SERVICES PROVIDED.
THERE ARE TWO' OBVIOUS CHANNELSi: 
(1) FROM TECHNICAL
itASSISTANCE PROVIDED TO FOR-PROFIT FIRMS OR ASSOCIATIONS,

AND (2), FRON"DRT HEAT TREATMENT (DHT) UNIT SERVICES.THE PID IS UNCLEAR-ABOUT WHICH ASSOCIATION/ORGANIZATION

WOULD BE GRANTED THE DUT'S, BUT IT IS RECOMMENDED TEAT
COST RECOVERY BE. PURSUED THROUGH SALE OF THE UNITS AFTERTHE PILOT TESTING AND CERTIFICATION PERTOD HAS ENDED. 

D. POLICY REFORMi 'TUE COMMITTEE COMMENDS THE MISSION'S
.PLANS FOR POLICV INTERVENTIONS, INCLUDING SUPPORT FOR
"OTHER'DONOR REFORM EFFORTS. 
 TInE MISSION SHOULD CLEARLI
"IDENTIFY IN THE PP LINKS BETWEEN CAD PROJECT ASSISTANCE
AND' EXPECTED POLICI REFORMS BY HOST GOVERNMENTS. THE
 
11IIISSION SHOULD BE SPECIFIC ABOUT THE ROLE OF OTHER
:DONORS IN ANT REFORM STEPS, AND HOW DISBURSEMENT OF
USAID FUNDS AND/OR OTHER INCENTIVES WILL BE CONDITIONED
 

UPON"'POLICV REFORM PERFORMANCE. 
ALSO IDENTIFY THE 
'EXTENT. TO WHICH USAID WILL ENTER 
INTO POLICY DIALOGUE
WITH HOST GOVERNMENTS.

E.!:MARKET*ANALTSISi' THE PID STATES THAT PERFORMANCE
PROBLEMS LIE MAINLY .WITH SUPPLY, 
NOT DEMAND. THIS IDEA
SHOULD BE MORE FULLT.EXPLORED AND SUPPORTED. 
 TPE PP
SHOULD INCLUDE A THOROUGH ANALtSIS OF MARKET DEMAND FOR
r TARGETED HORTICULTURAL COMMODITIES (TA,.ING

CONSIDERATION THE EXTENT OF POTENTIAL USE OF 

INTO
 
SUrSTITUTE
•COMMODITIES), PARTICULARLY THOSE CROP/PRODUCTS FOR WHICH
THERE HAS BEEN A PROVEN RECORD FOR SOUT9 PACIFICPRODUCERS (I.E. TARO, GINGER, PAPAYA, MANGO AND*VANILLA).. FOR PRODUCTS WHICH HAVE NO PROVEN RECORD, AN
ANALATSIS OF' IMPORT COUNTRY TRADE RESTRICTIONS SHOULD BE
'INCLUDED. 'THRE'ALSO SHOULD BE SOME ANALYSIS OF
'EXPECTED SUSTAINABILITT OF MICRO-NICHE COMMODITIES (E.G.
.KAVA,'ORGANIC/NATURALLYPRODUCED FOODS AND 'SPECIFIC
'VEGETABLE CULTIVARS). THE COMMITTEE BELIEVES THAT
 

BT
 .r f1845 

NNNN 

UNCLASSIFIED 
 STATE 011845/01
 



A-3 "PROJACT'SFIASIBILITYT'SHOULD'NOT HINdE UPON 'THE SUCCESS OF 

MICRO-NICHE CROP/PRODUCTS WHICH MA!' LACK' DEPENDABLE
MARKETS.' NORE'SHOULD IT HINGE UPON TOE CROP/PRODUCTS. IN
MARKETS VHICHrMAT PROVE TO HAVE LOW ADSORTIVE CAPACITT
DUE"TO:'LOW. DEMAND'ELASTICTICS. 
 THE COMMITTEE ALSO

RECOMMENDS THAT 'THE PP TEAM INCLUDE A PERSON WITH
 
AGRIBUSINESS;DEVELOPMENT SKILLS.
 

F. :;PERFORIANC'MONITORING: 
THE COMMITTEE RECOMMENDS
TUAT:SOME SPECIAL PROVISION BE DESIGNED INTO THE PROJECT
TO -TRACK PERFORMANCE. 'INDICATORS Of EXPECTED

PERFORMANCE" SHOULD RE'DESIGNATED IN THE PP. 
 THE MISSION
IS'ENCOURAGED TO:DELEGATE'SOME DATA' COLLECTING
*RESPONSIBILITIES'TO PARTICIPATING PROJECT INSTITUTIONS


l'OR A!-SEPARATE INSTITUTION. 
 A SEPARATE PROJECT COMPONENT
FOR' MONITORING WOULD BE ONE APPROACH. 
 USE OF PROJECT
FUNDS FOR THIS PURPOSE MA! BE NECESSARt.
 
G4.VSTECI 
IF'A PRODIUCER-OWNFD MARKETING AND IMPUT
SUPPLT COMPANT, IS'DEEMIED BY MOST
TO TUE EFFECTIVEPROJECT PROVIDER-OF INPUTS AND MARKETING 
SERVICES, THE
MISSION SROUIDDENSURE THAT WSTEC NOT BE STRUCTURED IN.
SUCH. A WAT. AS TO 'BE DEPENDENT UPON THE WESTERN SAMOA
GOVERNMENT 'FOR TECHNICAL OR 
FINANCIAL SUPPORT, THEREBY
POSSIBLI1 COMPROMISING THE INDEPENDENCE, EFFICIENCY AND
SUSTAINABII,ITY OF ITS' OPERATIONS. 
 PLEASE IDENTIFY IN
 
ITHE PP 
THE SOURCES OF FINANCING FOR TIlE COMPANY AND
EVALUATE THE'CONDITIONS NECESSARY FOR ITS FINANCIAL
SUSTAINADILITT. 
 THE MISSION IS ADVISED TO LIMIT THE
 

NUMBER OF PPODUCER ASSOCIATIONS THAT WILL RECEIVE
PROJECT ASSISTANCE AND TO AVOID INVOLVEMENT WITH
 
PARASTATALS (E.G. MARKETING BOARDS).
 

*GENDER
1I. ANALTSIS 
:TIE COMMITTEE NOTES TUE OPPORTUNITT
 
THAT CAD WILL'PRESENT FOR WOMEN'S .PARTICIPATION IN
BUSINESS ACTIVITIES. IT IS RECOMMENDED THAT THE MISSION
CONSIDER*EMPLOYING FOR THE PP 
DESIGN A SOCIAL SCIENTIST
fiWITH'SKILLS: IN GENDER:-DISAGGREGATED AiALTSIS OF
CONSTRAINTS AND OPPORTUNITIES. 
 TIlE OUTCOME OF SUCH
ANALYSIS WOULD BE REFLECTED IN THE PROJECT PERFORMANCE
MONITORING AND' VALUATION PLAN. (FI: - THE PPC/WIDOFFICE MAT HAVE FUNDS AVAILABLE FOR SPLIT FUNDING WITH
THE MISSION FOR THIS PP SOCIO-ECONOMIC ANALSIS.-END
 
FYI.)
 

I "'ENVIRONMENTAI.! APRE/DR/TR RECOMMENDS THAT TUE IEE
CITE'A CATEGORICAL'EXCLUSION UNDER SEC. 216.2 
(C) (2) AS
THE REASON FOR NO FURTHER ENVIRONMENTAL ANALYSIS.

PLEASE FAX REVISED IEE TO BUREAU ENVIRONMENTAL 'OFFICER,


I MOLLY EUX FOR APPROVAL AND RETURN 
TO MISSION VIA FAX.
IN ADDITIONi.THECOMMITTE RECOMMENDS THAT THE PP TEAM
ADDRESS METHODS, INCLUDING, INTEGRATED PEST MANAGEMENT,

FOR'DISCOURAGING INCREASED PESTICIDE USE RESULTING FROM
THE' ANTICIPATED INCREASED PRODUCTION OF HIGH 
VALUE

HORTICULTURAL'CROPS PROPOSED IN THE PID. 
 ALSO, FOR
'ORGANIC PRODUCTS PROPOSED FOR EXPORT, IT WOULD BE USEFUL
 
TO RESEARCH'IIERGINO U.S. AND EEC
 

VZCZCVAO045
 



S.TANDARDS/CERTIFICATION REQUIREMENTS WHICH 
S.P. A-4 
COUNTRIES MIGHTBAVE TO MEET AS WELL AS 
EXISTING FDA
REQUIREME11TS;'REGARDINO 'PESTICIDE RESIDUES.
 

J. 'MORTAGEt 
THE COMMITTEE NOTES THE EXISTING'LARGE
 
USAID PROGfAM'MORTGAGE.- HOWEVER, TUE PlESENTF-R ADVISED
THAT USAID ISICONSIDERING SHIFTING'CAD'S PLANNED

AUTUORIZATION*TO'FT t92 IN LIGHT OF REDUCED OTB 
LEVELS
IN FT"1991. TIlE' COMM1ITTEE URGES TIlE MISSION TO REVIEW
ALL'DECISIONS'*REGARDING CAD AND OTIl 
 PROJECT ACTIONS IN
LIGHT' OF'SCARCE BUREAU RESOUPCES, USAID'S MINIMAL
PIPELINE AND THE EXISTING 
LAflGE PROGRAM MORTGAGE.
 
K. -:WITH THE'ABOVE GUIDANCE' TAKEN INTO CONSIDERATION,i TIlE MISSION IS:AUTHORIZED TO PROCEED WITH PP DESIGN ANDIS HEREF.BT DELEGATED AD 1IOC AUTiHORITT TO SIGN TRE
ASSOCIATED PROJECT AUTHORIZATION 
IN AN AMOUNT NOT TO
EXCEED SIX tiILLION DOILARS, WRIICU 
INITIAL OBLIGATION IN
 
1' 92.
 

t.o.AS-AGREED WITH RDO REPrESENTATIVES, MISSION WILL
SUBMIT EEVISED-PID, INCLUDING APPROVED, REVISED IEE,
OFFICIAL APRE/DR/PD FILES. 
TOR
 

PLEASE A)VISE SUBMISSION
 
DATE. BARTHOLOMEW
 
DT
 
H1845
 

NNNN
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RDO Response to 
Issues raised in the PID Approval Cable (State

11845)
 

Responses are queued to questions raised (reftel):
 

Para 	2A
 

WINDWARD Islands Project Evaluation was not available at the
time of PP design, however, the following related projects
were 	examined for reference to CAD:
 

Final Report of the United States Agricultural Development
Corporation "Technical, Commercial and Financial Feasibility
Studies of Agribusiness Projects" (Grant No. DPE-2002-G-SS
5069-00)
 

Evaluation 
of the High Impact Agricultural Marketing
Production Project (Project No. 538-0140) 
and
 

Chemonics Int. Consulting Div. 
Proposal to Provide Technical
Assistance 
for the West Indies Tropical Produce Support

Project (PRP No. 638-101631)
 

Proexag "Building a prosperous Non-Traditional Agricultural
Export Industry in LDC's: The Key to Success"
 

Para 	2B
 

Credit availability 
- see Project Description, Fiji FreshGinger Industry, Institutional Analysis for Tonga Vanilla
Industry. 
 A component of CAD (expanding business
opportunities) deals 
directly with credit availability.
Industry-owned companies are utilized as 
a means of getting
credit to farmers who can't offer land 
as collateral. Aircargo access is dealt with directly in Economic Analysis

(Annex 1).
 

Para 	2C
 

Cost 	Recovery - For technical assistance - it would not beappropriate to seek 
cost recovery from the 
 fledgling
businesses with which CAD will be 
working for Technical

Assistance.
 

The 	DHT unit will be 
a self sustaining entity. Operational
maintenance will be carried by the Fiji 
Fresh Produce
Association based 
 on fees levied to customers. The
Association will also pay for 
 site preparation and
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installation costs of the unit. 
Only 	one commercial unit will
 
be established using project funds.
 

Para 2D.
 

Policy reform - The role envisioned for CAD in policy reform
is primarily in the transition from parastatal 
to private
sector 
businesses for several parastatals listed in the
Project Description. Other areas of 
 policy reform
intersections will be practical implementation steps such as
the 	introduction of quality 
grading standards and the
privatization of quarantine 
treatment facilities USAID has
already begun policy dialogue with several Host governments
since the arrival of the Commercial Agricultural Advisor in
July 	of 1991. 
 These efforts will be intensified under CAD.
 

Para 	2E
 

Market Analysis -
 The 	primary emphasis CAD is on increasing
quality and reliability of supply in order to 
increase the
value of products already being marketed. Possibilities for
expansion of Pacific Island Nations into known markets and for
the 	introduction crops are discussed in Annex E.
 

Para 	2F
 

Performance monitoring: 
 This is under Contractor's Scope of
 
Work.
 

Para 	2G
 

W - Assistance to WSTEC has been deferred 
pending
resolution of problems in privatization (See Annex H).
 

Para 	2H 

Gender Analysis - This 	issue is raised in the Social Soundness
Analysis (Annex J) and resolved via quarterly reports by the
commercial contracting firm.
 

Para 	21
 

Environmenta: Issues raised at the PID review plus other
potential environmental problems with high value horticultural
crops 
have 	been investigated in the Environmental Report
(Annex K). 
 A revised IEE has been submitted.
 



ANNEX B
 

NARRATIVE SIRMANy OBJECTIVELY VERIFIABLE CAD LOGICAL FRAME WORKINDICATORS 1EAMS OF VERIFICATIONS ASSUMPTION FOR ACHIEVING OUTPUT 

TARGETSEROM ORSECTOR GOAL WASIREMNTORIM ACIEWEMNTEconomic growth which sustains the 1. 	 Increased economic growthenvironment and is based an private 	 1. Agriculture census results2. 	 Incresed net foreign exchange. 1. The Pacific islands maintainand coammunity enterprise. 	 2. National accounts a
3. 	 Increased income of comparative advantagerural 	 In3. Trade statistics 

horticulturalfamilies and business. 	 and high value4. 	 Social accounting madels for export cammditis.Fiji, Tonga, Vanuatu, and 2. 	 World recession not excessiveWestern Samoa. effect markets. 

E OFPROCT_STATUSTo increase 	 MENS OFVERIFICATIONthe value of 1. The qualityagricultural 	 and value of 1.exports to niche produce 	 Project quarterly reports, 1.market*. from Fiji, Western 	 Private sector responds to theevaluation and monitoring.Samoa and 	 opportunitiesTonga increses 	 created in the2. 	 importer and 	 mrket surveys of(ginger exports increased by S1 	
project assisted activities.

relative prices.million, 	 2.fresh produce exports 	 There is no drametic negative3. 	 Trade statistics.increased 	 changeby $2 million and 	 in the policy and 
root crops increase by 

4. Volum of lending for$1 	 investment environment.investmentmillion), 	 in project assisted 
activities, 	 3. There is no dramatic shift in2. 	 Increased high value exports S. market conditions and access.Vals of lending forvia 	sales to tourists. 4. Comercial industry focussedinvestmnt in project assisted3. 	 Root crops and spices exports research activities areactivities.begins from Vanuatu. 	 successful. 

4. 	 Indigenous rmat exports 5. The commercialbegins sectorfrom Vanuntu and the Solmn successfully adopt new
 
Islands. 	 quarantine 
 trotmenet
 

5. 	 Non-cocoa erf-business techniques. 
activities of New Guinea Island 6. Farmers and agribusiness adopt 
Produce increase. quality and grading standards. 

7. 	 Commercial industry 

associations are receptive to 
new ways of doing business. 

8. 	 Management capability is 
enhanced. 

9. There is normal hurricane 
activity.
 



NARRATIVE SUIMY 

StrathemdCMr Icitl 
Exnortn Entermrie 

1. 	 Paretesi agri-businesses 

activities privatiz d.2. 	 Industry association 

,-tablished as circialexporting and farmer support
businesses. 

3. 	 Businesses expand export
opeations and develop new 
products. 

.	 Regional private sectortraining capability 
established. 

I= Prost ENot 
CginjItI . 
S. 	 Qulity and grading standard@

adopted by industries. 

6. 	 USDA developed quarantine
treatments commercially 

adopted.


7. 	 Other technologies introduce 
(.*g. hot water, treatamt for 
root crops. a washer for taro).

a. 	 -Technical packages adopted
(e.g. environmentally
 
sustainable ginger production.

9. 	 USP research 
 agenda
 
reorientated to the commercial 
sector. 
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ANNEX B 

CAD LOGICAL FRE WORK 

OBJECTIVELY VERIFIABLE INDICATORS NEAUS OF VERIFICATION ASIUIPTIOiS Fai 	 ACIEVigG OUTPUT 

TARGETS 

IUD OFUTPUTS Project reports, evaluations,1. At lat two export industries 	 and 1. Cultural factors do notmonitoring. 
stentletlyprivatized. 	 ihbit the2. 	 Five or 	 owe aesociations Private ectors involved in
entrprneurstra n r as b sinesses. 	 and cinmmrcial en 	 t ie s.3. 	 Two newpr o deelpdn 

2. 	 Inustries adopt the 	necessarythree existing products
expanded. 

4. 	 One self-finenced quai ty standardskt 3ining successful export. for 

proram operating. 3. The private ector actively
S. 	 Nonuls (root crops, fruit and participates in the eneg- t 

vegetables and spices) preped training Project and eo 
distributed and adopted by at 	 willing nd ole to 	 atdoI " t ts.
least two industries). 

6. 	 At least one cmmercially 4. Government io witing to

operated hot forced 	 privatizeair cocoa marketing and
treatment facility is Singer procesa n operations. 
operating. S. npro ctin f hih quality

7. 	 At least om other technology products possible. 
6. Tourim growth continues.package adopted. 

a. 	At least one technical package 
adopted.

9. 	 Six or more industry initiated 
research projects completed.
 

(97 
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ANNEX B 

CAD LOGICAL FIME WItK 

NAREATIV SUjMnY OBJECTIVELY VERIFIABLE INDICATORS EAMS OF VERIFICATIONS IWPRTANT ASSUIPTIONS 

I NPUTS Ty of Inpu t Al L OS T 
A :XXXX in (000)
 

1. Techm. Assistance USSODO 
LT - 7 PYN mIT XXX 1400 
LT (tocal)  4 PY - 200 
ST -440PN 860 

2. Training 700 
3. Studies and Iesearch 520
4. Conodities 590
5. Office St4qort 135
6. Coordinmtingl/bsnitot irn 965 
7. Evlumtim/Audit 140 
8. Cant ingcis* &99 

-/-o-



Status and prospects for some horticultural and other high-value niche commodity exports from the Pacific islands. 
CnAmdity 

FIJI 

Ginger
resh 

- Processed 
Imture 

- Puree 

Papaya and other 
fresh produce 

"Off-seson export 

and hotel vegetables 

Currant status 

Nature industry based on North Aerican 
mrket (fob value approximately F$2.5 
million). 

Long-standing industry that has 
experienced recent expansion in exports to 
Japa (fob value around F2.0 million), 

Same off-grade mtre ginger sold to 
Nawii-based buyer for processing in 
California. 

industry in piece for a number of years
and given high priority in government
development plans. However, achievements 
to date have been disappointing (fob value 
around F150,000). 

Small but encouraging private sector 
involvement in the Nadi area. 

Grat prompects 

Modest in mdim term with iprovemsnts 
in quality and marketing arrongents.
Real value could double over the next 
decade. 
Subtantial if Jpnese mrket can be
stabilized. A sizable m-ket is 
available in the EEC and U.S. 

Fresh convenience products a rapidly
expanding mrket in U.S. Fiji has large
percentage of off-grade, mture ginger 
and the prospect of producing ginger 
puree.
 

Market prospects outstanding, initially
inAustralia and eventually in Japan. 

Excellent If quality standards can be 
mintained and projected growth in 
tourism mterializes. 

Growth constrainto nd 

. amlity needs to be iqroved. ' 

. Institutional reform in indatry
required. a' 

Consistent high quality required. a'
Capital investment in processing, ' 
Privatizing of processing and marketing. 
Nonalement upgrading. ** 

Technology and capital investment. 
Foreign investor or joint venture 

a 

partner probably required, ' 

Antiquated post-harvest facilities 
operated by government a mjor weakness. 
Export quality standards need to be
 
established and enforced, *
 

. iroved industry organization required 

to emure improved marketing.
 
As with papaya. 

' CAD involvement 

" Possible CAD involvement 
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mStatus and prospects for s horticultural and other high-value niche commodity exports from the Pacific islands (cont.). 

Commoity 

FIJI (cert.) 

O"rl'anicu Cocoa 

curreant status 

Cocoa processing (powder and butter)in 
Vanutu for "organic" (no fertilizer and 
chamicales) chocolate presents promising 
prospect for Fiji's fc productivity cocoa 
industry. I iji's c-,n developed 
confectionery lAmtry j.wovs sae 
interesting pnoiblites for choco~la 
products. tlhi tlso cul( invrlrlve SInger. 

GraiU prospIcts;rott 

If Vanuatu's venture is successful, 
could follow suit-either setting
-organic- bens to Vanuatu or 
establishing dosmstrem processing 
venture, 

Fiji 

constraints ad 

reqiarmnvts 

Viability of the organic cocoa market 
still to be prowve. 
Develolant in Fiji cocos industry 
constrained by inefficient govermnt
marketing ,mopoly and poor standrds 
of dry bean processing. ** 
Industry privatization with apropriate 
regulation required. 

loot Crops 

Kom 

Well-developed traditional industry. 
Export backlosciing opportunities now exist 
with Air Vanuatu flights to Iriabene,
Auckland and Nelbourne. 

Well-established traditional crop. In 
recent years the substantial domestic 
comrcial industry has been based on 
urban "nakmal (kava salons). Vanuatu is
looking to establish a major export 
industry based on herbal and 
phamerceutlcal markets, 

Particularly good for yam de to 
superior quality and storabitity. Taro 
would face stiff competition from W. 
S and Tonga. S2 million in root 
crops exports might be reached over the 
next decade, particularly if the expected 
growth in tourism is realized to provide
backloading capability. 

Vanutu has widest range of comercial 
cultivators in the Pacific. A technology 
now exists to produce soluble kava for a 
-ginseng- type product. If the herbal
and pharmaceutical markets can be 
realized potential exists for 
establishing a ulti-miltlion dollar 
Industry. 

Significant air freighting depends on 
anticipated introduction of 767 by Air 
Vanuatu. 
Improved southbound shipping necessary 
but not anticipated in the near future. 
Quarantine treatment for nematodes. 

Considerable and skilled effort will be 
required to develop significant herbal 
beverage market (promotion and packaging 
will be critical). ** 
Supply expansion to be carefully 0nad 
due to cultural sensitivities to 
traditional crop. 

* CAD involvement 
Possible CAD involvement 
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Status and prospects for some horticultural and other high-value niche commdity exports from the Pacific islands (cont.). 

Comdity Current status Growth prospects rowth contraints mod 
regqrirts 

VMl (c.nt) 

"Organic" balk
 
commodities
 

- Cocoa 
 Vwmjtu-beaed entrepreneur with proven Cocoa suited to Vanuatu faming system. Processed organic product wilt need to beexport marketing record installed cocoa The smltthoider-besed incstry produces produced and market tested.processing machine directed at organic- around 2,500 tornes and continues to grow Extant and requirements of organic marketchocolate (no fertilizer and chemicals). despite low world prices. The quality Is need to be determined. * 
good. A production base for this venture
thus exists. If successful, the value of 
cocoa exports which currently stands at 
around USS2 million could double. 

Coffee Coffee-processing project being propoed Nigh value processing expected to offer Product will need to be market tested. oby Tmn Coffee Dev. Co. It wit be longer term viability to Vanustus smallt Vertically integrated private investmentdirected at -organic- exports and high but troubled coffee industry. with needs to be attracted to the venture. *value packaged cocoa for the tourist expending tourism Nawaii's Kara coffeemarket, has becm the model for Vanmtu. Coffee 
generates farm value sales of around S7 
million in Hawaii. 

Black pepper Government sponsored a series of pepper Pohnpei pepper industry experience showed Industry organization lacking.development projects. Farm production has that the world market for gourmet pepper Intensive extension effort required.been disappointing; however, superior is undersuppLied. Vanuatu has the Private sector involvement in processingquality pepper has been grown in a number mdditional advantage of being able to and marketing required.of more remote areas. The crop is build industry developomnt aroundsuitable for miellholder villages. supptlying a growing tourist market. 
Vwmitu's labor supply situation Is far 
better than that of Pohrpei. A S2 
million industry over the next decade 
seen as a realistic objective. 

Vanilla Goverrment expected Vanuatu to develop 
 Thrives in certain microclimates - Careful site selection necessary.Tongan scale vanilla industry. The French particularly lMakula. Thus, if well- Irdustry organization focussed onhorticulturist from the Tongan irdustry isged a significant irdxiutry could be extension and marketing. ** was brought to Vanuatu. Performance to developed. AS1 million export industrydate has been disappointing. UJiseas has over the next decade would seem to be aaffected plantings on the major islands of reasonable target.
Efate and Santo.
 

CAD involvement 
" Possible CAD involvement 
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Status and prospects for some horticultural and other high-value niche commodity exports from the Pacific islands (cant.). 

Commodity Ci-rrnt status Growth prospects Growth constraints ad 

ISIGA 
reuil rmnts 

Vanilla 

Sqush 

Tongs's most important agricultural export 
industry, having surpassed both coconuts
and bananas. The value of vanilla exports 
currently Is around 152.5 million 
annuially. 

Subtantial export industry supplying the 
seasonal niche In Jianese market. The 
value of exports for 1990-91 season was
T$1.9 million. 

Production base of industry firmly 
established, marketing largely in private
sector hands. The value of exports could 
be expected to double over the next 
decade (assuming vanilla prices remmin 
reasonably firm). 
Nature T$3 million export industry would 
be a reasonable expectation if industry 
is consolidated. 

Establishment and enforcement of 
standards. ** 
Consolidation of exporting in hands of one 
or two irskistry ased exporters. 

Current ropid expansion needs to be foregone
for consolidation, which requires: 

increasing the yields and profitability of 

Moot crops 

Kukui nuts 

Rec-ntiy, a iteady growth in root crop 
(taro and ym) exports, principally to NZ. 
The official value of these exports stands 
at T8 million (likely to be significantly 
underest imated). 

Used as a tradition. body oil. The nut 
is found in abundance in Tongs aid Fiji. 

Inukstry has sound production and market 
base for sustained growth. Thus, the 
real value of exports could be expected
to double over the next decade. 

Kukui nut oil held an exclusive high 
value product ir Hawaii. Insuffif-;ent 

kukui nut trees available to meet the
demand. Pacific [slands seen as an 
alternative supply source for nuts and 
possible oil. 

existing farmers. 
improving quality, with particular
emphasis on post-harvest handling.
improved coordination of marketing 
arrangements. 

Transportation constraint to expanding 
North American market. 

More information required on quality of 
oil produce from Tongan nuts. 

Simple processing technology suitable forisland. ** 
Haiian joint venture partner. 

SOLOU iSLNS 

Ngej nuts Governmnt wihAes to promote the export of 
this exotic tropical rain forest product.
Same smell trial shennts to Australia 
have been made. 

The delicate flavor has high value and 
niche market potential. A simple tow cost cracker. 

Packing and promotion. ** 
-Private sector involvement and 

exporting. . 

' CA) involvement 
Possible CAD involvement 
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Status and prospects for some horticultural and other high-value niche commdity exports from the Pacific islands 

Cmmodity Current status Growth proapects 

WESTERN! SNM 
Taro Iajor export earner and region's largest 

exporter. Prior to hurricane Ofa the
value of exports officially stood at WSS6 
million (likely to be underestimated). 

Exports growing rapidly since 1987. The 
market is under-supplied and Western
Samo is a low-cost producer that is 
welt-located relative to major mrkcts. 
A reasonable expectation over next decade 

Wans Major export industry in 1960s, government
wishes to re-establish with involvement of
private exporter. A successful trial 
shipment has been made. 

is WS$15 million. 
Soil and climatic conditions excellent. 
New Zealand currently iqorts around
50,000 tonnes. A 102 market share is 
achievable with superior taste and close 
proximity to market. 

OOK lSLAWS 

Papaya Major agricultural export industry,
value around NZ 50.5. 

fob Auckland papaya market saturated, cannot 
profitably be expanded. Australia offers 
a large market if tourist-driven air 
Links are created. 

Organicu coffee Small coffee industry being developed. Market basis exists for development in 
tourism sector and high-value gournetcoffee markets in U.S. and elsewhere. 

P N~ t 1 6 ~ii EA 
Organic and 
speciality coffee 

By for the largest coffee industry in
region with 54,000 tonnes (K8m•) exported
in 1990. The industry has a dynamic
private sector and strong institutional 

Good prospects said to exist for quality
PUG arabica coffee inU.S. speciality
coffee markets. 

structure. Scope also exists for South Pacific 
coffee pack in which PUG coffees would 
have a central place. 

Spices 

Floriculture No floriculture industry. Highlands provide unique combination of 
altitude and Latitude for floriculture 
and horticulture development. This would 
not be a niche developaent and would
require major investment in support 
infrastructure. 

(cant.). 

Growth constraints and 
requiremmts
 

Transportation a constraint to expanding
North American market. 

. Exporters' Association required. . 

Major quality-retated marketing problm 
to be overcome, particularly with respect
to field practice and quarantine. a. 

Export quality standards need to be 
established and enforced. * 
Air cargo links to other markets. 
Introduction and operation of new 
generation of post-harvestfacilities. * treatment 

Substantial investment in marketing 
(particularly packaging and pronotion 
required). CC 

Industry geared to supplying bulk markets 
inEurope. 
Segent cf the industry needs to focus on
speciality markets and make substantial 
investment in marketing. CC 

- Development would have to be large and 
profitable enough to justify dedicated air
 
freighting.
 
Development would require substantial

agribusiness investment and expertise,.* 

* CAD involvement 
* Possible CAD involvement 
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5C(2) - ASSISTANCE CHECKLIST
 

Listed below are statutory criteria
 
applicable to the assistance resources
 
themselves, rather than to the eligibility of a
 
country to receive assistance. This section is
 
divided into three parts. Part A includes
 
criteria applicable to both Development

Assistance and Economic Support Fund 
resources.
 
Part B includes criteria applicable only to
 
Development Assistance resources. Part C
 
includes criteria applicable only to Economic
 
Support Funds.
 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO 

DATE? 


A. 	 CRITERIA APPLICABLE TO BOTH DEVELOPMENT
 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS
 

1. Host Country Development Efforts
 
(FAA Sec. 601(a)): Information and
 
conclusions on whether assistance will
 
encourage efforts of the country to: 
 (a)

increase the flow of international trade; 

(b) foster private initiative and
 
competition; (c) encourage development and
 
use of cooperatives, credit unions, and
 
savings and loan associations;
 
(d) discourage monopolistic practices; (e)

improve technical efficiency of industry,

agriculture, and commerce; and 
(f)

strengthen free labor unions.
 

2. U.S. Private Trade and Investment
 
(FAA Sec. 601(b)): Information and
 
conclusions on how assistance will 
encourage U.S. private trade and 
investment abroad and encourage private 
u.s. participation in foreign assistance 
programs (including use of private trade 
channels and the services of U.S. private 
enterprise).
 

ANNEX C
 

None needed as this is
 
a regional project
 

Project will promote
 
all except (f)
 

Project will promote 
exports to U.S. and
 
may identify some 
opportunities for 
U.S. investment. 
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3. Congressional Notification
 

a. General requirement (FY

1991 Appropriations Act Secs. 523 and
 
591; FAA Sec. 634A): If money is to
 
be obligated for an activity not 
previously justified to Congress, or 
for an amount in excess of amount 
previously justified to Congress, has
 
Congress been properly notified
 
(unless the notification requirement
 
has been waived because of
 
substantial risk to human health
 
welfare)?
 

b. Nottce of new account
 
obligation (FY 1991 Appropriations

Act Sec. 514): If funds are being

obligated under an appropriation
 
account to which they were not 

appropriated, has the President
 
consulted with and provided a written
 
justification to the House and Senate
 
Appropriations Committees and has
 
such obligation been subject to
 
regular notification procedures?
 

c. Cash transfers and
 
nonproject sector assistance (FY 1991
 
Appropriations Act. Sec. 575(b)(3)): If
 
funds are to be made available in the
 
form of cash transfer or nonproject 

sector assistance, has the
 
Congressional notice included a
 
detailed description of how the funds
 
will be used, with a discussion of U.S.
 
interests to be served and a
 
description of any economic poolicy

reforms to be promoted?
 

4. Engineering and Financial Plans
 
(FAA Sec. 611(a)): Prior to an
 
obligation in excess of $500,000, will
 
there be: (a) engineering, financial or 

other plans necessary to carry out the 

assistance; and (b) a reasonably firm
 
estimate of the cost to the U.S. of-the
 
assistance?
 

Project was justified 
to Congress on page
534 of the FY92 CP 

NA
 

NA
 

Plannn has been
e 

done. 
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5. Legislative Action (FAA Sec.
 
611(a)(2)): If legislative action is
 
required within recipient country with
 
respect to an obligation in excess of

$500,000, what is -the basis for a 

reasonable expectation that such action
 
will be completed in time to permit

orderly acconplishment of the purpose

of the assistance?
 

6. Water Resources (F' Sec.
 
611(b); FY 1991 Appropriationt Act Sec.
 
501): If project is for water or
 
water-related land resource 

construction, have benefits and cos@s

been computed to the extent practicable
 
in accordance with the principles,

standards, and procedures established
 
pursuant to the Water Resokirc-s
 
Planning Act (42 U.S.C. 1962, 
et sea)?

(See A.I.D. Handbook 3 for guidelines.)
 

7. Cash Transfer and Sector
 
Assistance (FY 1991 Appropriations Act
 
Sec. 575(b)): Will cash transfer or 

nonproject sector assistance be
 
maintained in a separate account and
 
not commingled with other funds (unless

such requirements are waived by

Congressional notice for nonproject
 
sector assistance)?
 

8. Capital Assistance (FAA Sec.
 
611(e)): If project is capital

assistance (eg, construction), and 

total U.S. assistance for it will 

exceed $1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the country's capability to maintain
 
and utilize the project effectively?
 

9. Multiple Country Objectives

(FAA Sec. 601(a)): Information and
 
conclusions on whether projects will
 
encourage efforts of the country to: 

(a) increase the flow of international 

trade; (b) foster private initiative
 
and competition; (c) encourage

development and use of cooperatives,
 
credit unions, and savings and loan
 
associations; (d) discourage
 

None needed
 

NA
 

NA
 

Project is not
 
capital assistance
 

Same answer as
 
No. I above.
 

A9)
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monopolistic practices; (e) improve

technical efficiency of industry,
 
agriculture and commerce; and (f)
 
strengthen free labor unions.
 

10. U.S. Private Trade (FAA Sec.
 
601(b)): Information and conclusions on
 
how project will encourage U.S. private

trade and investment abroad and 

encourage private U.S. participation in 

foreign assistance programs (including
 
use of private trade channels and the
 
services of U.S. private enterprise).
 

11. Local Currencies
 

a. Recipient Contributions (FAA

Secs. 612(b), 636(h)): Describe steps
taken to assure that, to the maximum 
extent possible, the country is 
contributing local currencies to meet 
the cost of contractual and other 
services, and foreign currencies owned 

by the U.S. are utilized in lieu of
 
dollars.
 

b. U.S.-Owned Currency (FAA Sec.
 
612(d)): Does the U.S. own excess
 
foreign currency of the country and, if
 
so, what arrangements have been made 

for its release?
 

c. Separate Account (FY 1991
 
Appropriations Act Sec. 575). If
 
assistance is furnished to a foreign 

government under arrangements which
 
result in the generation of local
 
currencies:
 

(1) Has A.I.D. (a) required

that local currencies be deposited in a
 
separate account established by the
 
recipient government, (b) entered into
 
an agreement with that government
 
providing the,amount of local
 
currencies to be generated and the
 
terms and conditions under which the
 
currencies so deposited may be
 
utilized, and (c) established by
 
agreement the responsibilities of
 

Same answer as
 
No. 2 above.
 

Local costs are being 
met to extent possible 
by local sources. No 
foreign currencies 
of South Pacific are 
owned by U.S.G.
 

No
 

NA
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A.I.D. and that government to monitor
 
and account for deposits into and
 
disbursements from the separate

account?
 

(2) Will such local
 
currencies, or an equivalent amount of

local currencies, be used only to carry

out the purposes of the DA or ESF
 
chapters of the FAA (depending on which
 
chapter is the source of the
 
assistance) or for the administrative
 
requirements of the United States
 
Government?
 

(3) Has A.I.D. taken all
appropriate steps to ensure that the
 
equivalent of local currencies
 
disbursed from the separate account are
 
used for the agreed purposes?
 

(4) If assistance is

terminated to a country, will any

unencumbered balances of funds
 
remaining in a separate account be

disposed of for purposes agreed to by

the recipient government and the United
 
States Government?
 

12. Trade Restrictions
 

a. Surplus Commodities (FY 1991

Appropriations Act Sec. 521(a)): 
If

assistance is for the production of 
any commodity for export, is the 
commodity likely to be in surplus on
world markets at the time the 
resulting productive capacity becomes 
operative, and is such assistance
 
likely to cause substantial Li-u y to

U.S. producers of the same, 
 3Imlar or
 
competing commodity?
 

b. Textiles (Lautenberg Amendment)

(FY 1991 Appropriations Act Sec. 

521(c)): Will the assistance (except

for programs in Caribbean Basin
 
Initiative countries under U.S. Tariff
 
Schedule "Section 807," which allows
 
reduced tariffs on articles assembled
 
abroad from U.S.-made components) be
 
used directly to procure feasibility
 

No
 
Project is to improve
quality of exports not 
increase production, 
and marketing periods 
are opposite of US 
marketing season. 

No
 

/
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studies, prefeasibility studies, or
 
project profiles of potential

investment in, or to assist the
 
establishment of facilities
 
specifically designed for, the
 
manufacture for export to the United
 
States or to third country markets in
 
direct competition with U.S. exports,

of textiles, apparel, footwear,
 
handbags, flat goods (such as wallets
 
or coin purses worn on the person),

work gloves or leather wearing

apparel?
 

13. Tropical Forests (FY 1991
 
Appropriations Act Sec. 533(c)(3)):

Will funds be used for any program, No
 
project or activity which would (a)

result in any significant loss of
 
tropical forests, or (b) involve
 
industrial timber extraction in
 
primary tropical forest areas?
 

14. Sahel Accounting (FAA Sec.

121(d)): If a Sahel project, has a NA

determination been made that the host
 
government has an adequate system for
 
accounting for and controlling receipt

and expenditure of project funds
 
(either dollars or local currency

generated therefrom)?
 

15. PVO Assistance
 

a. Auditing and registration (FY NA
 
1991 Appropriations Act Sec. 537): If
 
assistance is being made available to a
 
PVO, has that organization provided
 
upon timely request any document, file,
 
or record necessary to the auditing

requirements of A.I.D., and is the PVO
 
registered with A.I.D.?
 

b. Funding sources (FY 1991 NA
 
Appropriations Act, Title II, under
 
heading "Private and Voluntary

Organizations,'): If assistance is to
 
be made to a United States PVO (other

than a cooperative development

organization), does it obtain at least
 
20 pe'cent of its total annual funding

for international activities from
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sources other than the United States
 
Government?
 

16. Project Agreement

Documentation (State Authorization Sec.
 
139 (as interpreted by conference
 
report)): Has confirmation of the date
 
of signing of the project agreement,

including the amount involved, been 

cabled to State L/T and A.I.D. LEG
 
within 60 days of the agreement's entry

into force with respect to the United
 
States, and has the full text of the
 
agreement been pouched to those same
 
offices? (See Handbook 3, Appendix 6G
 
for agreements covered by this
 
provision).
 

17. Metric System (Omnibus Trade
 
and Competitiveness Act of 1988 Sec.
 
5164, as interpreted by conference 

report, amending Metric Conversion Act 
of 1975 Sec. 2, and as implemented 
through A.I.D. policy): Does the 
assistance activity use the metric 
system of measurement in its 
procurements, grants, and other 
other business-related activities, 
except to the extent that such use is 
impractical or is likely to cause
 
significant inefficiencies or loss of
 
markets to United States firms? 
Are
 
bulk purchases usually to be made in
 
metric, and are components,
 
subassemblies, and semi-fabricated
 
materials to be spfcified in metric
 
units when economically available and
 
technically adequate? Will A.I.D.
 
specifications use metric units of
 
measure from the earliest programmatic
 
stages, and from the earliest
 
documentation of the assistance
 
processes (for example, project papers)

involving quantifiable measurements
 
(length, area, volume, capacity, mass
 
and weight), through the implementation
 
stage?
 

18. Women in Development (FY 1991
 
Appropriations Act, Title II, under 

heading "Women in Development"): Will
 
assistance be designed so that the
 

No project agreements
 
will be signed.
 

Metric syste,, will be
 
used to the extent
 
practical.
 

Yes
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percentage of women participants will
 
be demonstrably increased?
 

19. Regional and Multilateral
 
Assistance (FAA Sec. 209): Is
 
assistance more efficiently and 

effectively provided through regional 

or multilateral organizations? If so, 

why is assistance not so provided?

Information and conclusions on whether
 
assistance will encourage developing
 
countries to cooperate in regional
 
development programs.
 

20. Abortions (FY 1991
 
Appropriations Act, Title II, under
 
heading "Population, DA," and Sec.
 
525):
 

a. Will assistance be made
 
available to any organization or 

program which, as determined by the
 
President, supports or participates in
 
the management of a program of coercive
 
abortion or involuntary sterilization?
 

b. Will any funds be used to
 
lobby for abortion? 


21. Cooperatives (FAA Sec. 111):
Will assistance help develop 

cooperatives, especially by technical 

assistance, to assist rural and urban
 
poor to help themselves toward a better
 
life?
 

22. U.B.-Owned Foreign Currencies
 

a. Use of currencies (FAA Secs.
 
612(b), 636(h); FY 1991 Appropriations 

Act Secs. 507, 509): Describe steps 

taken to assure that, to the maximum
 
extent possible, foreign currencies
 
owned by the u.s. are utilized in lieu
 
of dollars to meet the cost of
 
contractual and other services.
 

b. Release of currencies (FAA

Sec. 612(d)): Does the U.S. own excess
 
foreign currency of the country and, if 

so, what arrangements have been made
 
for its release?
 

A portion of the
 
assistance will be
 
through the University

of the South Pacific. 

No
 

No
 

Sme assistanne will
 
be to cooperatives.
 

None are owned by
 
U.S.G. 

No
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23. Procurement
 

a. Small business (FAA Sec.
 
602(a)): Are there arrangements to
 
permit U.S. small business to Yes
 
participate equitably in the furnishing

of commodities and services financed?
 

b. U.S. procurement (FAA Sec.
 
604(a)): Will all procurement be from
 
the U.S. except as otherwise determined Yes
 
by the President or determined under
 
delegation from him?
 

c. Harine insurance (FAA Sec.
 
604(d)): If the cooperating country

discriminates against marine insurance 
 No

companies authorized to do business in
 
the U.S., will commodities be insured
 
in the United States against marine
 
risk with such a company?
 

d. Non-U.S. agricultural

procurement (FAA Sec. 604(e)): If 
non-U.S. procurement of agricultural No agricultural
commodity or product thereof is to be products will bE
financed, is there provision against procured.
such procurement when the domestic
 
price of such commodity is less than
 
parity? (Exception where commodity

financed could not reasonably be
 
procured in U.S.)
 

/ 
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e. Construction or engineering
 
services (FAA Sec. 604(g)): Will
 
construction or engineering services be 

procured from firms of advanced
 
developing countries which are
 
otherwise eligible under Code 941 and
 
which ha,,attained a competitive

capability in.international markets in
 
one of these areas? (Exception for those
 
countries which receive direct economic
 
assistance under the FAA and permit

United States firms to compete for
 
construction or engineering services
 
financed from assistance programs of
 
these countries.)
 

f. Cargo preference shipping (FAA

Sec.603)): Is the shipping excluded from
 
compliance with the requirement in section 

901(b) of the Merchant Marine Act of 1936,
 
as amended, that at least 50 percent of
 
the gross tonnage of commodities (computed

separately for dry bulk carriers, dry
 
cargo liners, and tankers) financed shall
 
be transported onprivately owned US. flag

commercial vessels to the extent such
 
vessels are available at fair and
 
reasonable rates?
 

g. Technical assistance
 
(FAA Sec. 621(a)): If technical assistance 

is financed, will such assistance be 

furnished by private enterprise on a
 
contract basis to the fullest extent 

practicable? Will the facilities and 

resources of other Federal agencies be
 
utilized, when they are particularly

suitable, not competitive with private

enterprise, and made available without
 
undue interference with domestic programs?
 

h. U.S. air carriers (International

Air Transportation Fair Competitive
 
Practices Act, 1974): If air
 
transportation of persons or property is 

financed on grant basis, will U.S.
 
carriers be used to the extent such
 
service is available?
 

i. Termination for convenience of
 
U.S. Government (FY 1991 Appropriations 

Act Sec. 504): If the U.S. Government is a
 

NA
 

No
 

Yes, some TA will be 
furnished by U.S. 

private sector.
 
from USDA.
 

Yes
 

Yes
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party to a contract for procurement, does
 
the contract contain a provision

authorizing termination of such contract
 
for the convenience of the United States?
 

J. Consulting Services (FY 1991
 
Appropriations Act Sec. 524): assistance
 
is for consulting service through

procurement contract pursuant to 5 u.s.c. 

3109, are contract expenditures a matter

of public record and available for public

inspection (unless otherwise provided by

law or Executive order)?
 

k. Metric conversion (Omnibus Trade
 
and Competitiveness Act of 1988, 
as

interpreted by conference report, amending
Metric Conversion Act of 1975 Sec. 2i 
and 

as implemented through A.I.D. policy):

Boes the assistance program use the metric
 
system of measurement in its procurements,
 
grants, and other business-related
 
activities, except to the extent that such
 
use is impractical or is likely to cause
 
significant inefficiencies or loss of
markets to United States firms? Are bulk
 
purchases usually to be made in metric,

and are components, subassemblies, and

semi-fabricated materials to be specified

in metric units when economically

available and technically adequate? Will
 
A.I.D. specifications use metric units of
 
measure from the earliest programmatic
 
stages, and from the earliest
 
documentation of the assistance processes

(for example, project papers) involving

quantifiable measurements (length, area,

volume, capacity, mass and weight),

through the implementation stage?
 

1. Competitive Selection Procedures
 
(FAA Sec. 601(e)): Will the assistance

utilize competitive selection procedures

for the awarding of contracts, except

where applicable procurement rules allow
 
otherwise?
 

Yes
 

Same answer as
 
No. 17 above.
 

Yes
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24. Construction
 

a. Capital project (FAA Sec. 601(d)):

If capital (eg, construction) project, 

will U.S. engineering and professional 


services be used?
 

b. Construction contract (FAA Sec.
 
611(c)): If contracts for construction are
 
to be financed, will they be let on a
 
competitive basis to maximum extent
 
practicable?
 

c. Large projects, Congressional

approval (FAA Sec. 620(k)): If for
 
construction of productive enterprise,

will aggregate value of assistance to be
 
furnished by the U.S. not exceed $100
 
million (except for productive enterprises

in Egypt that were described in the
 
Congressional Presentation), or does
 
assistance have the express approval of
 
Congress?
 

25. U.S. Audit Rights (FAA

Sec.3Ol(d)): If fund is established solely

by U.S. contributions and administered by
 
an international organization, does
 
Comptroller General have audit rights?
 

26. Communist Assistance (FAA Sec.
 
620(h). Do arrangements exist to insure 

that United States foreign aid is not used
 
in a manner which, contrary to the best
 
interests of the United States, promotes
 
or assists the foreign aid projects or
 
activities of the Communist-bloc
 
countries?
 

27. Narcotics
 

a. Cash reimbursements (FAA Sec. 483):

Will arrangements preclude use 0@
 
financing to make reimbursements, in the
 
form of cash payments, to persons whose
 
illicit drug crops are eradicated?
 

b. Assistance to narcotics traffickers
 
(FAA Sec. 487): Will arrangements take 

"all reasonable steps" to preclude use of
 
financing to or through individuals or
 
entities which we know or have reason to
 

NA. Nt a capital 
project 

NA
 

Yes
 

Yes
 

Yes
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believe have either: 
(1) been convicted of
 
a violation of any law or regulation of
 
the United States or a foreign country

relating to narcotics (or other controlled
 
substances); or 
(2) been an illicit
 
trafficker in, or otherwise involved in

the illicit trafficking of, any such
 
controlled substance?
 

28. Expropriation and Land Reforn (FAA

Sec. 620(g)): Will assistance preclude

use of financing to compensate owners for 

expropriated or nationalized property,

except to compensate foreign nationals in
 
accordance with a land reform program

certified by the President?
 

29. Police and Prisons (FAA Sec. 660):
Will assistance preclude use of financing 

to provide training, advice, or any

financial support for police, prisons, or
other law enforcemegt forces, except for
 
narcotics programs?
 

30. CIA Activities (FAA Sec. 662):

Will assistance preclude use of financing

for CIA activities?
 

31. Motor Vehicles (FAA Sec. 636(i)):

Will assistance preclude use of financing

for purchase, sale, long-term lease,

exchange or guaranty of the sale of motor

vehicles manufactured outside U.S., 
unless
 
a waiver is obtained?
 

32. Military Personnel (FY 1991
Appropriations Ac 
Sec. 503): Will 

assistance precluue use of financing to
 
pay pensions, annuities, retirement pay,
 
or adjusted service compensation for prior
 
or current military personnel?
 

33. Payment of U.N. Assessments (FY
1991 Appropriations Act Sec. 505 
: Will 

assistance preclude use of financing to
 
pay U.N. assessments, arrearages 
or dues?
 

34. Multilateral Organization Lending
(FY 1991 Appropriations Act Sec. 506): 
Will 

assistance preclude use of financing to r-ay

U.N. assessments, arrearages or dues?
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes
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35. Export of Nuclear Resources (FY

1991 Appropriations Act Sec. 510): 
Will

assistance preclude use of financing to 

finance the export of nuclear equipment,

fuel, or technology?
 

36. Repression of Population (FY 1991

Appropriations Act Sec. 511): Will
 
assistance preclude use of financing for

the purpose of aiding the efforts of the
 
government of such country to repress the
 
legitimate rights of the population of

such country contrary to the Universal
 
Declaration of Human Rights?
 

37. Publicity or Propoganda (FY 1991
 
Appropriations Act Sec. 516): Will

assistance be used for publicity or

propaganda purposes designed to support or 

defeat legislation pending before
 
Congress, to influence in any way the
 
outcome of a political election in the
 
United States, or for any public@ty or
 
propaganda purposes not authorized by

Congress?
 

38. Marine Insurance (FY 1991

Appropriations Act Sec. 563): Will any

A.I.D. contract and solicitation, and
 
subcontract entered into under such
 
contract, include a clause requiring that
 
u.s. marine insurance companies have a
 
fair opportunity to bid for marine
 
insurance when such insurance is necessary
 
or appropriate?
 

39. Exchange for Prohibited Act (FY

1991 AppropriationL Act Sec. 569): 
Will 

any assistance be provided to any foreign

government (including any instrumentality
 
or agency thereof), foreign person, or
 
United States person in exchange for that

foreign government or person undertaking
 
any action which is, if carried out by the
 
United States Government, a United States
 
official or employee, expressly prohibited

by a provision of United States law?
 

Yes
 

No
 

Yes
 

No
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B. 	 CRITERIA APPLICABLE TO DEVELOPMENT
 
ASSISTANCE ONLY
 

1. Agricultural Exports (Bumpers 
 (I) No.
Amendment) (FY 1991 Appropriations
Sec. 	

Act Exports will riot be521(b), as interpreted by conference in directreport for original enactment): If 	 competition with U.Sassistance is for agricultural development exports as theactivities @specifically, any testing or emphasis in thebreeding feasibility study, variety project is on fresh,improvement or introduction, consultancy, high value produce
publication, conference, training),or are which is grown insuch 	 activities: (1) specifically and the US's Winterprincipally designed to increase months.
agricultural exports by the host country
to a 	 country other than the United States, (2) Research in the casewhere the export would lead to direct of ginger may havecompetition in that third country with direct benefit toexports of a similar commodity grown or US producers.
produced in 
the United States, and can the
 
activities reasonably be expected to cause

substantial injury to U.S. exporters of a
 
similar agricultural commodity; 
or (2) in
 
support of research that is intended
 
primarily to benefit U.S. producers?
 

2. Tied Aid Credits (FY 1991
 
Appropriations Act, Title II, under
 
heading "Economic Support Fund"): Will DA No
 
funds be used for tied aid credits?
 

3. Appropriate Technology (FAA Sec.

107): Is special emphasis placed on use of
 
appropriate technology (defined as
 
relatively smaller, cost-saving,

labor-using technologies that are 
 Yes
generally most appropriate for the small
 
farms, small businesses, and small incomes
 
of the poor)?
 

4. Indigenous Needs and Resources 
(FAA

Sec. 	281(b)): Describe extent to which the
activity recognizes the particular needs, Project will responddesires, and capacities of the people of 	

to 
locally identifiedthe country; utilizes the country's 	 needs useand services ointellectual resources to encourage regional university,institutional development; and supports PNG training facilitycivic education and training in skills and other local resourcerequired for effective participation in 	 extentto possible.

governmental and political processes

essential to self-government.
 

I 
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5. Economic Development (FAA Sec.
 
101(a)): Does the activity give
 
reasonable promise of contributing to the Yes
 
development of economic resources, or to
 
the increase of productive capacities and
 
self-sustaining economic growth?
 

6. Special Development Emphases (FAA
 
Secs. 102(b), 113, 281(a)): Describe
 
extent to which activity will: (a) (a) Project will work 
effectively involve the poor in through localdevelopment by extending access to throug lo 
economy at local level, increasing mainly small, rural 
labor-intensive production and the use of producers.
appropriate technology, dispersing 
investment from cities to small towns and (b) Project will promote 
rural areas, and insuring wide
participation of the poor in the benefits privatization of 
of development on a sustained 
basis, using appropriate U.S. (c) Project will help
institutions; producers 
(b) encourage democratic private and associations already

local governmentalinstitutions; (c) formed by local 
support the self-help efforts of people. 
developing countries; (d) promote the 
participation of women in the national (d) Project will 
economies of developing countries and the involve women to 
improvement of women's status; and (e) extent possible.
utilize and encourage regional 
cooperation by developing countries. (e) Project will promote 

the regional network
 
7. Recipient Country Contribution of agr. liaison 

(FAA Secs. 110, 124(d)): Will the Officers.
 
recipient country provide at least 25
 
percent of the costs of the program,
 
project, or activity with respect to NA as this is regional

which the assistance is to be furnished project 
(or is the latter cost-sharing 
requirement being waived for a 
"relatively least developed" country)? 

8. Benefit to Poor Majority (FAA

Sec. 128(b)): If the activity attempts to
 
increase the institutional capabilities
 
of private organizations or the Yes
 
government of the country, or if it
 
attempts to stimulate scientific and
 
technological research, has it been
 
designed and will it be monitored to
 
ensure that the ultimate beneficiaries
 
are the poor majority?
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9. Abortions (FAA Sec. 104(f); FY
 
1991 Appropriations Act, Title II, under
 
heading "Population, DA," and Sec. 535):
 

a. Are any of the funds to be used
 
for the performance of abortions as a
 
method of family planning or to No
 
motivate or coerce any person to
 
practice abortions?
 

b. Are any of the funds to be used
 
to pay for the performance of
 
involuntary sterilization as a method 
 No
 
of family planning or to coerce or
 
provide any financial incentive to any
 
person to undergo sterilizations?
 

c. Are any of the funds to be made
 
available to any organization or
 
progran which, as determined by the No
 
President, supp@rts or participates in
 
the management of a program of coercive
 
abortion or involuntary sterilization?
 

d. Will funds be made available
 
only to voluntary family planning

projects which offer, either directly NA
 
or through referral to, or information
 
about access to, a broad range of
 
family planning methods and services?
 

e. In awarding grants for natural
 
family planning, will any applicant be
 
discriminated against because of such 
 NA
 
applicant's religious or conscientious
 
commitment to offer only natural family
 
planning?
 

f. Are any of the funds to be used
 
to pay for any biomedical research

which relates, in whole or in part, to No
 
methods of, or the performance of,

abortions or involuntary sterilization
 
as a means of family planning?
 

g. Are any of the funds to be made
 
available to any organization if the
 
President certifies that the use of 
 No
 
these funds by such organization would
 
violate any of the above provisions
 
related to abortions and involuntary

sterilization?
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10. Contract Awards (FAA Sec.
 
601(e)): Will the project utilize 

competitive selection procedures for the 

awarding of contracts, except where
 
applicable procurement rules allow
 
otherwise?
 

11. Disadvantaged Enterprises (FY
 
1991 Appropriations Act Sec. 567): What 

portion of the funds will be available 
only for activities of economically and 
socially disadvantaged enterprises, 
historically black colleges and
 
universities, colleges and universities
 
having a student body in which more than
 
40 percent of the students are Hispanic
 
Americans, and private and voluntary
 
organizations which are controlled by
 
individuals who are black Americans,
 
Hispanic
 
Americans, or Native Americans,or who are
 
economically or socially disadvantaged
 
(including women)?
 

12. Biological Diversity (FAA Sec.
 
119(g): Will the assistance: (a) support 

training and education efforts which
 
improve the capacity of recipient
 
countries to prevent loss of biological
 
diversity; (b) be provided under a
 
long-term agreement in which the recipient
 
country agrees to protect ecosystems or
 
other wildlife habitats; (c) support
 
efforts to identify and survey ecosystems
 
in recipient countries worthy of
 
protection; or (d) by any direct or
 
indirect means significantly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals into
 
such areas?
 

13. Tropical Forests (FAA Sec. 118;
 
FY 1991 Appropriations Act Sec. 533(c)-(e)

& (g)):
 

a. A.I.D. Regulation 16: Does 

the assistance comply with the
 
environmental procedures set forth in
 
A.I.D. Regulation 16?
 

b. Conservation: Does the
 
assistance place a high priority on 


Same answer as No. 23.1
 
above.
 

Contractor will be
 
required to subcontract 
at least 10% to such 
enterprises 

NA
 

Yes
 

NA
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conservation and sustainable management of
 
tropical forests? Specifically, does the
 
assistance, to the fullest
 
extent feasible: (1) stress the
 
importance of conserving and
 
sustainably managing forest resources;
 
(2) support activities whicb offer
 
employment and income alternatives to
 
those who otherwise would cause
 
destruction and loss of forests, and
 
help countries identify and implement

alternatives to colonizing forested
 
areas; (3) support training programs,

educational efforts, and the
 
establishment or strengthening of
 
institutions to improve forest
 
management; (4) help end destructive
 
slash-and-burn agriculture by
 
supporting stable and productive
 
farming practices; (5) help conserve
 
forests which have not yet been
 
degraded by helping to increase
 
production on lands already cleared or
 
degraded; (6) conserve forested
 
watersheds and rehabilitate those which
 
have been deforested; (7) support

training, research, and other actions
 
which lead to sustainable and more
 
environmentally sound practices for
 
timber harvesting, removal, and
 
processing; (8) support research to
 
expand knowledge of tropical forests
 
and identify alternatives which will
 
prevent forest destruction, loss, or
 
degradation; (9) conserve biological
 
diversity in forest areas by supporting
 
efforts to identify, establish, and
 
maintain a representative network of
 
protected tropical forest ecosystems on
 
a worldwide basis, by making the
 
establishment of protected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation, and by helping to identify

tropical forest ecosystems and species
 
in need of protection and establish and
 
maintain appropriate protected areas;
 
(10) seek to increase the awareness of
 
U.S. Government agencies and other
 
donors of the immediate and long-term

value of tropical forests; (11) utilize
 
the resources and abilities of all
 



C-20
 

- 29 

relevant U.S. government agencies; (12)
 
be based upon careful analysis of the
 
alternatives available to achieve the
 
best sustainable use of the land; and
 
(13) take full account of the
 
environmental impacts of the proposed

activities on biological diversity?
 

c. Forest degradation: Will
 
assistance be used for: (1) the
 
procurement or use of logging equipment, 
 No
 
unless an environmental assessment
 
indicates that all timber harvesting

operations involved will be conducted in
 
an environmentally sound manner and that
 
the proposed activity will produce

positive economic benefits and
 
sustainable forest management systems;
 
(2) actions which will significantly

degrade national parks or similar
 
protected areas which contain tropical

forests, or introduce exotic plants or
 
animals into such areas; (3) activities
 
which would result in the conversion of
 
forest lands to the rearing of
 
livestock; (4) the construction,
 
upgrading, or maintenance of roads
 
(including temporary haul roads for
 
logging or other extractive industries)

which pass through relatively
 
undergraded forest lands; (5) the
 
colonization of forest lands; (6) the
or 

construction of dams or other water
 
control structures which flood
 
relatively undergraded forest lands,
 
unless with respect to each such
 
activity an environmental assessment
 
indicates that the activity will
 
contribute significantly and directly to
 
improving the livelihood of the rural
 
poor and will be conducted in an
 
environmentally sound manner which
 
supports sustainable development?
 

d. Sustainable forestry: If
 
assistance relates to tropical forests, 
 NA
 
will proJect assist countries in
 
developing a systematic analysis of the
 
appropriate use of their total tropical

forest resources, with the goal of
 
developing a national program for
 
sustainable forestry?
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e. Environmental impact statements:
 
Will funds be made available in
 
accordance with provisions of FAA
 
Section 117(c) and applicable A.I.D. 

regulations requiring an environmental
 
impact statement for activities
 
significantly affecting the environment?
 

14. Energy (FY 1991 Appropriations

Act Sec. 533(c)): If assistance relates
 
to energy, will such assistance focus
 
on: (a) end-use energy efficiency, 

least-cost energy planning, and
 
renewable energy resources, and (b) the
 
key countries where assistance would
 
have the greatest impact on reducing

emissions from greenhouse gases?
 

15. Sub-Saharan Africa Assistance
 
(FY 1991 Appropriations Act Sec. 562,

adding a new FAA chapter 10 (FAA Sec. 

496)): If assistance will come from the
 
Sub-Saharan Africa DAa'ccount, is it:
 
(a) to be used to help the poor majority

in Sub-Saharan Africa through a process

of long-term development and economic
 
growth that is equitable, participatory,
 
environmentally sustainable, and
 
self-reliant; 
(b) to be used to promote

sustained economic growth, encourage

private sector development, promote

individual initiatives, and help to
 
reduce the role of central governments
 
in areas more appropriate for the
 
private sector; (c) being provided in
 
accordance with the policies contained
 
in FAA section 102;

(d) being provided in close consultation
 
with African, United States and other
 
PVOs that have demonstrated
 
effectiveness in the promotion of local
 
grassroots activities on behalf of
 
long-term development in Sub-Saharan
 
Africa; (e) being used to promote reform
 
of sectoral economic policies, to
 
support the critical sector priorities

of agricultural production and natural
 
resources, health, voluntary family

planning services, education, and income
 
generating opportunities, to bring about
 
appropriate sectoral restructuring of
 
the Sub-Saharan African economies, to
 

Yes
 

NA
 

NA
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support reform in public administration
 
and finances and to establish a
 
favorable environment for individual
 
enterprise and self-sustaining
 
development, and to take into account,
 
in assisted policy reforms, the need to
 
protect vulnerable groups; (f) being

used to increase agricultural production
 
in ways that protect and restore the
 
natural resource base, especially food
 
production, to maintain and improve

basic transportation and communication
 
networks,to maintain and restore the
 
renewable natural resource base in ways
 
that increase agricultural production,
 
to improve health conditions with
 
special emphasis on meeting the health
 
needs of mothers and children, including

the establishment of self-sustaining
 
primary health care systems that give

priority to-preventive care, to provide
 
increased access to voluntary family

planning services, to improve basic
 
literacy and mathematics especially to
 
those outside @he.formal educational
 
system and to @Rprove primary education,
 
and to develop income-generating

opportunities for the unemployed and
 
underemployed in urban and rural areas?
 

16. Debt-for-Nature Exchange (FAA

Sec. 463): If project will finance a
 
debt-for-nature exchange, describe how
 
the exchange will support protection of: 

(a) the world's oceans and atmosphere,
 
(b) animal and plant species, and (c)

parks and reserves; or describe how the
 
exchange will promote: (d) natural
 
resource management, (e) local
 
conservation programs, (f) conservation
 
training programs, (g) public commitment
 
to conservation, (h) land and ecosystem
 
management, and (i) regenerative
 
approaches in farming, forestry,
 
fishing, and watershed management.
 

17. Deobligation/Reobligation (FY

1991 Appropriations Act Sec. 515): If
 
deob/reob authority is sought to be 

exercised in the provision of DA
 
assistance, are the funds being
 
obligated for the same general purpose,
 

NA
 

NA
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and for countries within the same region

as originally obligated, and have the
 
House and Senate Appropriations

Committees been properly notified?
 

18. Loans
 

a. Repayment capacity (FAA Sec.
122(b)): Information and conclusion 

on capacity of the country to repay

the loan at a reasonable rate of
 
interest
 

b. Long-range plans (FAA Sec.

122(b)): Does the activity give

reasonable promise of assisting

long-range plans and programs

designed to develop economic
 
resources and increase productive

capacities?
 

c. Interest rate (FAA Sec.

122(b)): If development loan is

repayable in dollars, is interest 

rate at least 2 percent per annum

during a grace pe@iod which is not to

exceed ten years, and at least 3
 
percent per annum thereafter?
 

d. Exports to United States (FAA

Sec. 620(d)): If assistance is for
 
any productive enterprise which will
 
compete with U.S. enterprises, is
there an agreement by the recipient

country to prevent export to the U.S.

of more than 20 percent of the
 
enterprise's annual production during

the life of the loan, or has the
 
requirement to enter into such an
 
agreement been waived by the
 
President because of a national
 
security interest?
 

19. Development Objectives (FAA
Secs. 102(a), 11, 113, 281(a)):

Extent to which activity will: (1)

effectively involve the poor in
development, by expanding access 

-
to 

economy at local level, increasing
labor-intensive production and the
 
use of appropriate technology,

spreading investment out from cities
 

NA
 

NA
 

NA
 

NA
 

Same answer as
 
No. 6 (pae 25)
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to small towns and rural areas, and
 
insuring wide participation of the poor
 
in the benefits of development on a
 
sustained basis, using the appropriate
 
U.S.institutions; (2) help develop
 
cooperatives, especially by technical
 
assistance, to assist rural and urban
 
poor to help themselves toward better
 
life, and otherwise encourage democratic
 
private and local governmental
 
institutions; (3) support the self-help
 
efforts of developing countries; (4)
 
promote the participation of women in
 
the national economies of developing
 
countries and the improvement of women's
 
status; and (5) utilize and encourage
 
regional cooperation by developing
 
countries?
 

20. Agriculture, Rural Development
 
and Nutrition, and Agricultural Research
 
(FAA Secs. 103 and 103A):
 

a. Rural poor and small farmers: If 
assistance is being made available for 
agriculture, rural development or Project is to imporve 
nutrition, describe extent to which quality of production by 
activity is specifically designed to small producers so as to 
increase productivity and income of increase exportability 
rural poor; or if assistance is being and income of rural 
made available for agricultural producers who are mostly 
research, has account been taken of the poor. Research is 
needs of small farmers, and extensive directed to local 
use of field testing to adapt basic conditions. 
research to local conditions shall be
 
made.
 

b. Nutrition: Describe extent to
 
which assistance is used in coordination
 
with efforts carried out under FAA NA
 
Section 104 (Population and Health) to
 
help improve nutrition of the people of
 
developing countries through
 
encouragement of increased production of
 
crops with greater nutritional value;
 
improvement of planning, research, and
 
education with respect to nutrition,
 
particularly with reference to
 
improvement and expanded use of
 
indigenously produced foodstuffs; and
 
the undertaking of pilot or
 
demonstration programs explicitly
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addressing the problem of malnutrition
 
of poor and vulnerable people.
 

c. Food security: Describe extent
 
to which activity increases national
 
food security by improving food policies
 
and management and by strengthening 

national food reserves, with particular
 
concern for the needs of the poor,
 
through meac;res encouraging domestic
 
production, building national food
 
reserves, expanding available storage
 
facilities, reducing post harvest food
 
losses, and improving food distribution.
 

21. Population and Health (FAA

Secs. 104(b) and (c)): If assistance is
 
being made available for population or
 
health activities, describe extent to
 
which activity emphasizes low-cost, 

integrated delivery systems for health,
 
nutrition and family planning for the
 
poorest people, with particular
 
attention to thr needs of mothers and
 
young children, using paramedical and
 
auxiliary medical personnel, clinics and
 
health posts, commercial distribution
 
systems, and other modes of community
 
outreach.
 

22. Education and Human Resources
 
Development (FAA Sec. 105): If
 
assistance is being made available for
 
education, public administration, or 

human resource development, describe
 
(a) extent to which activity
 
strengthens nonformal education, makes
 
formal education more relevant,
 
especially for rural families and ur@an
 
poor, and strengthens management
 
capability of institutions enabling the
 
poor to participate in development; and
 
(b) extent to which assistance provides

advanced education and training of
 
people of developing countries in such
 
disciplines as are required for
 
planning and implementation of public
 
and private development activities.
 

23. Energy, Private Voluntary

Organizations, and Selected Development 

Activities (FAA Sec. 106): If
 

NA
 

NA
 

NA
 

NA
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assistance is being made available for
 
energy, private voluntary
 
organizations, and selected development
 
problems, describe extent to which
 
activity is:
 

a. concerned with data
 
collection and analysis, the training

of skilled personnel, research on and
 
development of suitable energy sources,
 
and pilot projects to test new methods
 
of energy production; and facilitative
 
of research on and development and use
 
of small-scale, decentralized,
 
renewable energy sources for rural
 
areas, emphasizing development of
 
energy resources which are
 
environmentally acceptable and require
 
minimum capital investment;
 

b. concerned with technical
 
cooperation and development, expecially
 
with U.S. private and voluntary, or
 
regional and international development,
 
organizations;
 

c. research into, and
 
evaluation of, economics development
 
processes and techniques;
 

d. reconstruction after
 
natural or manmade disaster and
 
programs of disaster preparedness;
 

e. for special development
 
problems, and to enable proper

utilization of infrastructure and
 
related projects funded with earlier
 
U.S. assistance;
 

f. for urban development,
 
especially small, labor-intensive
 
enterprises, marketing systems for
 
small producers, and financial or other
 
institutions to help urban poor
 
participate in economic and social
 
development.
 

24. Sahel Development (FAA Secs.
 
120-21). If assistance is being made
 
available for the Sahelian region, NA
 
describe: (a) extent to which there is
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international coordination in planning

and implementation; participation and
 
support by African countries and
 
organizations in determining

development priorities; and a long
term, multidonor development plan which
 
calls for equitable burden-sharing .ith
 
other donors; (b) whether a
 
determination has been made that the
 
host government has an adequate system

for accounting for and controlling
 
receipt and expenditure of projects

funds (dollars or local currency
 
generated therefrom).
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C. 	CRITERIA APPLICABLE TO ECONOMIC
 
SUPPORT FUNDS ONLY
 

1. Economic and Political
 
Stability (FAA Sec.'531(a)): Will this
 
assistance promote economic and
 
political stability? To the maximum 

extent feasible, is this assistance
 
consistent with the policy directions,
 
purposes, and programs of Part I of the
 
FAA?
 

2. Military Purposes (FAA Sec.
 
531(e)): Will this assistance be used
 
for military or paramilitary purposes?
 

3. Commodity Grants/Separate
 
Accounts (FAA Sec. 609): If
 
commodities are to be granted so that
 
sale proceeds will accrue to the
 
recipient country, have Special Account
 
(counterpart) arrangements been made?
 

4. Generation and Use of Local
 
Currencies (FAA Sec. 531(d)): Will ESF
 
funds made available for moddodity
 
import programs or other program
 
assistance be used to generate local
 
currencies? If so, will at least 50
 
percent of such local currencies be
 
available to support activities
 
consistent with the objectives of FAA
 
sections 103 through 106?
 

5. Cash Transfer Requirements (FY
 
1991 Appropriations Act, Title II,
 
under heading "Economic Support Fund,"
 
and Sec. 575(b)). If assistance is in
 
the form of a cash transfer:
 

a. Separate account: Are all
 
such cash payments to be maintained by
 
the country in a separate account and
 
not to be commingled with any other
 
funds?
 

NA. Funds are PA only.
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b. Local currencies: Will
 
all local currencies that may be
 
generated with funds provided as a cash
 
transfer to such a coutnry also be
 
deposited in a special account, and has
 
A.I.D. entered into an agreement with
 
that government setting forth the
 
amount of the local currencies to be
 
generated, the terms and conditions
 
under which they are to be used, and
 
the responsibilities of A.I.D. and that
 
government to monitor and account for
 
deposits and disbursements?
 

c. U.S. Government use of
 
local currencies: Will all such local
 
currencies also be used in accordance
 
with FAA Section 609, which requires

such local currencies to be made
 
available to the U.S. government as the
 
U.S. determines necessary for the
 
requirements of the U.S. Government,

and which requires the remainder to be
 
used for programs agreed to by the U.S.
 
Government to carry out the purposes

for which new funds authorized by the
 
FAA would themselves be available?
 

d. Congressional notice: Has
 
Congress received prior notification
 
providing in detail how the funds will
 
be used, including the U.S. interests
 
that will be served by the assistance,
 
and, as approriate, the economic policy
 
reforms that will be promoted by the
 
cash transfer assistance?
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Economic Performance of the Pacific Islands 

Chapter 2 describes the major characteristics of economic performance of the
Pacific island countries since the independence era of the 1970s, with a special focus 
on the more recent developments during the 1980s. It summarizes the detailed
research findings presented in Working Paper No. 1. The objective is to provide a
comprehensive picture of the performance of the private sector over the last two
decades. To facilitate an understanding of the data generated in the Private Sector 
Project, extensive use is made of graphical analysis. 

Economic growth and structural change 

It is now widely established that although Pacific island economic growth
maintained a satisfactory rate during the 1970s, performance during the 1980s was
dismal. Table 2.1 presents figures for the five main SPDMC economies with the
exception of Western Samoa for which no time series data covering the period exist. 

During the 1970s economic growth ranged from 4 to 7 percent but fell between 2 
and 4 percent in the 1980s. Given the population growth, GDP per capita dropped
from an average of 2 percent during the 1970s to approximately zero for the group
during the 1980s. During the 1980s Tonga revealed the highest rate of GDP growth 
per capita with 1.3 percent, and Vanuatu the lowest with a negative 1.1 percent.
The adverse impact of high rates of population growth can also be seen in the
Melanesian economies. Solomon Islands, which recorded the highest absolute rate
of GDP growth, shows a disappointing drop of 0.6 percent in per capita terms. 
These results reinforce the observation that high rates of population growth can
strongly erode the benefits of economic development. Comparisons made in 
Chapter 3 with other developing countries reveal a declining relative performance
of the Pacific islands even when size and economic structure are taken into account. 

A degree of caution is needed in interpreting GDP statistics. National accounts
data are weak in all the SPDMCs, and the figures presented have been restricted to 
the more reliable estimates. Consequently, no data have been included for Western
Samoa, for which figures exist only for the 1984-86 period. The omission of data for
Western Samoa does not alter the overall assessment of the Pacific island 
economies as evidence suggests that Western Samoan performance has been one of
the poorest. The data problem has been compounded in the Pacific islands region 
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Table 2.1 Average GDP and GDP growth per capita, 1970-90 
Fiji Papua New Guinea Solomon Islands Tonga Vanuatu 

GDP growth1970-80 4.7 3.8 7.5 3.7 NA
1980-89 2.0 1.7 2.9 1.9 1.9 

Per capita growth1970-80 2.6 1.7 3.9 2.8 NA
1980-89 0.5 -0.4 -0.6 1.3 -1.1 

by the incentive to inhibit statistical measurement, which it is felt might lead to the
erosion of least developed status, and the preferential terms, which this confers on
the receipt of aid. Yet the conclusion remains that economic growth during the 
1980s of the Pacific islands has been unacceptably low. 

GDP and GDP per capita growth on a year-by-year basis for five countries are 
shown in Figure 2.1. The graphical description reveals not only the underlying
trends during the period, but also the substantial year-to-year fluctuation that these
economies experience. Cyclical movement in the terms of trade, adverse climatic 
conditions, and tropical cyclones are the major causes of the fluctuations. 
Commodity price instability was also found to be a contributing factor (Chapter 3).In Fiji's case the 1980s reveal a typical wave motion, which was generated by a sharp
improvement in the terms of trade in the early 1980s, an onset of tropical cyclones
in the middle period, and political disturbance at the end of the decade. 

Theory and international empirical observation suggest that there is a strong
association between increases in GDP per capita and change in economic structure.
In other words, growth is positively associated with manufacturing and services
having an increasing share of GDP. This theory would suggest that little structural 
change could be anticipated in the Pacific islands given the economic stagnation
experienced during the 1980s. Such was the case for Fiji and Papua New Guinea,
the two largest economies (Figure 2.2). However, the smaller economies represent 
an anomaly with respect to the relationship between changing structure and 
economic performance. 

In the Fiji case the figure shows a fall in the share of agriculture and industry and 
the rising importance of services during the 1970s. Economic structure remained 
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virtually unchanged during the 1980s. These events are consistent with economic
growth and stagnation during the two periods, respectively. The more recent 
resurgence of economic growth and development of a dynamic manufacturing sector
in the Fiji economy at the end of the 1980s has been accompanied by a sharp
inci t:se in economic growth. However, this is not included in the data set used in
the analysis. In case of Papua New Guinea there was an increase in the share of
services in the late 1970s while the economy experienced a period of fiscal
expansion but a decline thereafter as stagnation set in during the 1980s. During the
latter period the share of primary industries increased as new mining ventures
commenced. The share of manufacturing, however, remained largely static 
throughout i.he 1970s and 1980s. 

In the Melanesian cases of Solomon Islands and Vanuatu, data are available only
for the 1980s but reveal a decline in the share of primary industries and a rise inservices. These developments occurred at a time when economic growth was not
only low but also per capita growth was negative. Interestingly, the data suggest
 
some rise in the share of industry in the case of Vanuatu, which, given the lack of
manufacturing development, reflects growth in construction. 
 These results reflect
the poor performance of export agriculture, particularly copra earnings, rather than 
any structural change in these economies. 

Information on the Polynesian economies is available only for Tonga, and again the
share of the primary sector fell substantially with increases not only in services butalso in industry. Tonga has enjoyed some manufacturing growth through its Small
Industries Centre (SIC), and the data indicate that the share of manufacturing has
increased. However, a significant increase in the share of industries is again
attributable to growth in construction. Tonga has experienced a sharp decline in thelevel and value of copra production, which only in recent years has been offset to 
some extent by growth in diversified agriculture, particularly vanilla. Given the lackof industrial development in Western Samoa, structural trends are likely to be
similar to either Solomon Islands or Vanuatu. In summary, many smaller SPDMCs
display signs of premature maturity with rising shares of services and construction 
without the normally associated increase in GDP per capita. 

While the preceding analysis indicates that Pacific island economic growth was poor
and that there was little structural change at the aggregate level, it would be
inappropriate to suggest that these economies have become ossified. In fact,
significant changes have occurred during the period at the sectorial and commodity 
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level that indicate the Pacific islands are responsive to changes in economic
opportunities. Common to all has been an adjustment to depressed copra and 
coconut oil prices. 

The changing structure of exports can be seen in Figure 2.3. Tourism receipts, with
the exception of Fiji, have been excluded due to data limitations. However, they
have become an important component of foreign exchange receipts for many of the 
economies. 

The data for Papua New Guinea describe the changes between minerals and non
mineral exports and changes within the non-mineral sector. The pattern of
development during the period indicates further concentration of investment in
natural resource exploitation (mining, commodity agriculture, and forestry) and the
failure to develop any significant exports of manufactures. By the end of the 1980s
the share of "other" exports had fallen to 2 percent of the total. 

The data for the Fiji economy indicate a similar dependency on a limited number of
commodities with sugar and tourism dominating. The 1970s saw the resurgence of 
sugar production and a static nature in the structure of Fiji's other main exports.
The later part of the 1980s saw some important restructuring of the economy with
the share of gold, fish, garments and "other" items all increasing. These trends have 
continued with the emergence of a significant manufacturing sector based on 
garment production for export. Policy reorientation toward an outward looking
export strategy coupled with the beneficial impact of the South Pacific Regional
Trade and Economic Cooperation Agreement (SPARTECA) trade arrangements 
have encouraged' these developments. 

The Tongan economy shows the most marked change in the structure of exports
among all the Pacific island countries, although exports as a whole have stagnated
with the marked decline in coconut product exports. Coconut products represented
nearly 80 percent of exports in the early 1970s, but by the end of the 1980s
production had fallen to 20 percent. These trends reflect the unprofitable nature of 
copra production in terms of returns to labor. Farmers have, however, switched 
their labor resources to high value niche export crops such as vanilla, watermelons,
and squash where Tonga appears to have developed-a comparative advantage. 
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84 86 88Figure 2.1 GDP growth and GDP growth per capita for the major Pacific island countries,

1970-89 (1970= 100) 
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Figure 2.2 	 Structural change by major sector for the Pacific islands for selected years, percent of 
current price GDP 
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Vanuatu 
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Figure 2.3 	 Structural change in components of exports for the Pacific islands for selected years
between 1970-89, percent of total exports. (Each bar refers to a four year group.) 
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There has also been quite a strong growth in manufactures, resulting from the 
establ;shment of the Small Industries Centre. While it must be reiterated that 
export production as a whole has-stagnated, the substantial restructuring indicates 
an economy able to adjust and take advantage of more rewarding activities. 

Western Samoa has seen an increase in the share of coconut products, which makes 
it unique among regional countries. However, this has been the result of the 
successful development of a coconut cream factory by the private sector. Production 
of cocoa, a traditional export, has fallen, while the export of taro to migrant Pacific 
island communities in New Zealand and Australia has become a major activity.
However, unlike Tonga, Western Samoa has failed to develop any form of export
manufacturing capability despite the fact that it was the first in the region to 
propose the development of an export free zone. 

The Vanuatu economy displays both a concentration of commodity production in a 
few activities and a static structure during the majority of the period under review. 
Coconut production dominates and represents over 50 percent of total exports but, 
as elsewhere, has declined in significance in recent years. In the latter part of the
 
1980s attempts to diversify the economy have shown some success with increased
 
production in both cocoa and the beef industry. However, the Vanuatu economy

has reduced its dependence on primary commodity production with the 
establishment of a successful tourism industry whose gross foreign exchange receipts 
are greater than the total commodity exports. The Financial Center is also an
 
important element of the economic activity whose exports represent approximately
 
a quarter of export receipts.
 

Solomon Islands are wholly dependent on a limited range of primary commodities 
for export. However, within this specialization the economy had diversified its 
structure and reduced its dependence on copra production to less than 10 percent by
the end of the 1980s. The main change in structure has been the rapid increase in 
exports of canned tuna. An efficient palm oil sector and cocoa production have 
shown growth. 

The main conclusion to be drawn from the above discussion of the structure of 
exports is the concentration of production in a limited number of primary
commodities, and this characteristic did not change during the 1970s or 1980s. Only
Fiji and Tonga managed to develop any sort of manufacturing sector, but this 
contributed to only a minor part to the overall picture. However, the discussion 
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indicates that the Pacific island producers are responsive to changes in economic 
incentives, in particular, commodity prices. Pacific island economies thus display
sensitivity to price movements but in the period reviewed have failed to diversify
their economies into activities that might have led to a more satisfactory growth
performance. The emphasis of the project has been on deriving appropriate policies
and programs to make this transition via the private sector. 

Employment 

The pattern of employment in the SPDMCs is dominated by a large rural sector. 
Employment in the rural areas has centered around communal subsistence 
activities, although most households would now sell at least some marketable 
surplus. Table 2.2 provides some basic statistics on participation in economic 
production in the Pacific islands. The data presented are derived from the latest 
island population censuses, but are not always consistent or presented in a form 
suitable for cross country comparison. 

The data on self-employment provide a rough indicator of the size of the traditional 
and rural agricultural sector. In some cases it has been divided into a cash and 
subsistence component. In all economies with the exception of Tonga the rural se!f
employed sector is larger than 50 percent of employment. In Fiji the majority of 
self-employment is for cash-farming, reflecting the more monetized nature of the 
economy, particularly relating to sugarcane production. In Papua New Guinea 

Table 2.2 Percent distribution of labor force by activity status 
Fiji Papua New Guinea Solomon Islands Tonga Vanuatu Western Samoa 

(1986) (1980) (1986) (1986) (1986) (1981) 
Employees 

Private sector 
Public sector 

42.2 
26.4 
15.8 

16.1 
NA 
NA 

16.0 
NA 
NA 

47.8 
19.5 
28.2 

26.0 
18.0 
7.9 

42.0 
NA 
NA 

Self-employment 
Cash 
Subsistence 

Unemployment 

50.3 
37.1 
13.2 
7.5 

81.0 
39.8 
41.2 
2.8 

84.0 
6.1 

77.9 
NA 

43.2 
NA 
NA 

9.0 

74.0 
NA 
NA 
NA 

58.0 
3.8 

54.2 
NA 
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subsistence farming is greater than half of all self-employment, where as for 
Solomon Islands and Western Samoa the data suggest the level of subsistence is 
even greater. These figures, however, probably reflect differences in census 
definitions rather than actual differences, since the Papua New Guinea economy is 
one of the most traditional in the region. While the data are obviously imperfect,
they do provide an important guide to the structure of the island economies and the 
importance of the rural largely subsistence sector. 

A notable feature of paid employment for the three countries for which data are

available (Fiji, Tonga, and Vanuatu) is the high percentage in the public sector.
 
This reflects the leading sector role assumed by governments, which, with the
 
exception of Fiji, is being increasingly driven by aid. 

Terms of trade 

A question of emerging importance in the debate on Pacific island economic 
development is the question of whether there has been a deterioration in the terms 
of trade between export and import prices. A recent paper presented at the Third 
Pacific Islands Conference (Thirlwall 1990) ° estimated that the terms of trade had 
deteriorated during the 1980s for a selection of Pacific island economies. These
 
findings were strongly refuted in a World Bank (World Bank 1991) ° ° 
review of the
Pacific islands stating that "nothing could be further from the truth.' The apparent
contradictory findings from such eminent sources on this crucial indicator are
 
surprising. Thus a further set of estimates of the terms of trade were derived.
 

Two sets of estimates were prepared with the normal indices and five year moving 
averages, which smooth commodity price fluctuations. Both estimates for each of 
the six main Pacific island economies are shown in Figure 2.4. The same data are
presented in Table 2.3 and include the five year moving averages in the terms of 
trade for the 1970s and 1980s with and without the export of services. 

Thirlwall, A., 1990. "The Performance and Prospects of the Pacific Island Economies in the World
Economy." Plenary Address, Third Pacific Islands Conference of Leaders, April 9-11, 1990. Honolulu: 
Pacific Islands Development Program, East-West Center. 
*"World Bank. "Toward Higher Growth in Pacific Island Economies: Lessons from the 1980s." 
Report No. 9059-Asia, January 18, 1991. 
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The estimates suggest clearly that Pacific island terms of trade have deteriorated 
substantially since the beginning of the 1970s but that the rate of decline was
generally lower in the 1980s compared to the 1970s. The set of graphs on the left
hand side of Figure 2.4 for the terms of trade indicate the substantial commodity
price fluctuations to which Pacific island commodity exports are subject. The right
hand side graphs, the five year moving averages, iron these fluctuations and indicate
the underlying trends. These results tend-to confirm Thirlwall's suggestion that the 
terms of trade have deteriorated for the Pacific islands and refute those of the
World Bank. These findings have an important bearing on the policy prescriptions
derived from the Private Sector Project. A detailed discussion of the terms of trade 
estimation is presented in Working Paper No. 2. 

The decline in the terms of trade (excluding services) should in fact come as no
surprise to an observer of commodity price movements. All the major commodities 
that the Pacific islands export, with the exception of gold and sawn timber, have
deteriorated relative to the exports of manufactures from the developed countries 
(comparison is made here with the World Bank's G5 MUV index). Granted, the
real price of petroleum has fallen and the general decline in primary commodity
prices would also reduce the price of Pacific island imports. However, the price of
imports of manufactures has risen relative to primary commodity prices, and these 
imports typically represent more than 60 percent of total Pacific island import
requirements. In summary, it would be counter-intuitive if the terms of trade had
improved. The inclusion of serv ces ameliorates this outcome, but the trend isstill
 
downward.
 

A further factor underscoring the decline in the commodity terms of trade is the
importance of coconut products, which have dominated exports of the smaller
Pacific economies. The price of this commodity declined more during the 1970-89 
period than all other primary commodity exports from the Pacific islands with the
exception of cocoa whose price fell to greater extent during the 1980s. A simple
approximation to the terms of trade for these economics is simply the ratio of 
coconut oil prices to the MUV index, which isgiven in Table 2.3. The decline in this
ratio explains a very substantial component of the deterioration in the terms of 
trade. 
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Table 2.3 Terms of trade for the Pacific islands including annual and five year moving 
averages, 1970-89 

Fiji PNG Solomons Tonga Vanuatu W. Samoa Coconut/MUV 
Goods and services (percentage)

1972-80 
1980-87 

-3.8 
-1.8 

-5.8 
-1.3 

0.5 
-3.6 

-5.1 
0.3 

-2.9 
-1.7 

-4.9 
-6.3 

-5.8 
-4.5 

1972-80 -4.1 -5.8 
Goods only (percentage) 

0.5 -6.5 -4.2 -5.0 
1980-87 -2.1 -1.3 -3.6 -3.8 -5.6 -8.1 

The significance of these results needs emphasizing because of their implications for
policy. Clearly, reliance on exports of traditional commodities such as copra has 
resulted in the erosion of real incomes and the generation of a surplus for 
development. However, this study does not recommend that the Pacific islands 
should turn inward as was the conclusion of the debate for the adoption of import
substitution policies in Latin America in the 1950s. Development experience has 
not found this strategy successful, and it is the least recommended for the Pacific 
islands whose room for industrialization behind protective tariffs is negligible. 

While the findings here are at odds with those of the World Bank as far as the terms 
of trade are concerned, they are in accord with the main policy recommendation 
reporting the need to seek out new export opportunities. Indeed, the declining
terms of trade emphasize the need for the Pacific islands to seek out new export
possibilities. The discussion reveals the fruits of export diversification given the 
improved terms of trade that result when services are included. 

Tonga is an example, it was the only country whose terms of trade improved during
the 1980s. This result arose not only from the sizable export of services but also 
from the substantial reduction in coconut exports and development of new high
value agricultural exports. Western Samoa provides a counter example of an 
economy that failed to diversify. It continued to rely on cocoa and coconut 
products, and the terms of trade declined by a greater amount than all other Pacific 
island economies. However, while this study emphasizes the need for diversification 
and reduction in the reliance on "traditional" exports, every effort still needs to be 
maintained to improve the viability of these commodities through technological
innovations and other cost reducing efficiency improvementi. In many rural areas,
for the foreseeable future, traditional exports provide the only available source of 
income on a significant scale. 
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Figure 2.4 Terms of trade for selected Pacific island economies, 1970-89 (1972= 100); righthand graphs 0ive
year moving averages (1972= 100)
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Figure 2.5 Investment, savings, capital inflow, aid, and workers remittances as a percent of 
current GDP during the 1970-89 period 
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Investment, savings, and foreign transfers 

The pattern of investment and savings in the Pacific islands during recent years is
considered in this section. Data are not obtainable for the complete 1970-89 period,
but what is available is presented in Figure 2.5. The rate of investment (excluding
inventories) achieved in the Pacific islands has been high by developing country
standards reaching in excess of 20 percent of GDP in most years. However, while
investment has been high the associated rate of economic growth has been dismal,
and an implicit Pacific island incremental capital output ratio is very high by world
standards. International comparisons are developed further in Chapter 3. 

While evidence on the destination of investment by institution is not presented, the
majority has been in the public sector on infrastructure projects, which are often aidfinanced. Investment in the private sector represents a much smaller proportion of
the total and would help to explain the lack of association between investment andgrowth in the Pacific islands. Public investment in infrastructure has proved to be a necessary, but not a sufficient condition for growth. This suggests that other binding
constraints are in place, notably human resource development, and that more is
required to encourage productive private sector investment. The Private Sector 
Project specifically addresses these issues. 

Figure 2.5 also indicates trends in Pacific island savings rates, the level of capital
inflow, and foreign aid. Domestic savings rates are determined as a residual from
national accounts data, and the figures fluctuate substantially due to the
unavoidable accumulation of national accounts errors. While investment rates have
been high the reverse can be said about the rate of savings. Domestic savings rangefrom negative rates in the case of Tonga and Western Samoa, to a figure of about 8percent for Solomon Islands and Vanuatu, to 14 percent in Papua New Guinea, and
18 percent in Fiji. The lack of domestic savings is made up through substantial
levels of capital inflow (of which development aid forms an essential ingredient) and
remittances in the case of the Polynesian countries. Only in the case of Fiji do both
foreign investment and aid play a relatively minor part in the economy and 
remittances are insignificant. 

Aid receipts in Papua New Guinea and Solomon Islands represent about 10 percent
of GDP, while Vanuatu, Tonga, and Western Samoa receive about 20 percent. In
Papua New Guinea and Vanuatu the level of aid has fallen in recent years as 
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recurrent budgetary support has been withdrawn. If this component is ignored, the
trend level of aid receipts has either remained static or increased. While there is
talk of donor fatigue, there is reason to assume this level of receipts will not 
continue during the 1990s. 

These results suggest that domestic resource mobilization has not been a constraint 
on investment or growth, although the project makes a strong case for greater
efficiency in financial intermediation. The sizable source of financial resources has
been channeled into investment that has failed to generate growth, which is
therefore inefficient. Clearly, a major challenge for the Pacific islands is how to
funnel the large available sources of official aid and remittances into productive

activities, namely, the private sector investment. 
 While the solutions to this problem
are not easy, the process of financial intermediation has failed to establish an
adequate conduit. These issues are addressed in Chapter 6. 

The high volume of aid receipts in the SPDMC economies has had a variety of 
consequences not all of which are beneficial. The high volume of aid receipts has

distorted the allocation of resources. 
Scarce human resources are attracted into a
"booming" aid sector, and an overinflated public sector has been encouraged (Table
2.2). In the Pacific island economies the aid sector has become associated with

"Dutch disease" consequences, which lead to currency overvaluation, economic

stagnation in other parts of the economy, and a general attitude of dependency.

Furthermore, aid can directly undermine private sector development by supporting

government participation in production and marketing activities. 
 This has been
particularly evident in the agricultural sector (Working Paper No. 5). However, this
is not to say that well designed aid programs do not have a crucial role to play in
encouraging and facilitating private sector development. An integrated series of
proposals to this effect are made in Chapter 10. 

The aid situation is compounded in the Cook Islands, Tonga, and Western Samoa
with the high level of migrants remittances, which have also reached in excess of 20 
percent of GDP. The populations of these three Polynesian countries have in
varying degrees access to Australia, New Zealand, and the United States. These 
economies have responded to the high wages in neighboring countries and to
opportunities at home, through exporting their labor. The resulting flow of
remittances supports the high level of domestic consumption and the associated 
level of negative savings. While migration may provide less of an avenue for future
generations as immigration requirements tighten, family reunification will still 
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provide a substantial outlet. It might also be expected that second and third
generations would be less willing to support relatives in the islands. However, forthe foreseeable future the export of labor will have a strong impact on domestic
labor markets and consequently domestic production. Only activities yielding a high
rate of economic return are undertaken, and others less profitable will be
abandoned. The sharp decline of the Tongan copra industry is a prime example.
Remittances do, however, potentially offer a substantial source of funds that could
be tapped for productive investment. How this might be done was considered in thestudy of the Cook Islands Development Bank. Some of these recommendations are 
presented in Chapter 6. 

The external sector 

Equilibrium in the balance of payments has been maintained with few exceptions

through responsible fiscal and monetary policies. Only in a few instances have

imprudent policies led to external imbalance and a decline in foreign reslrv=s.

However, the external position in most Pacific islands is extremely fragile. Current
levels of imports are maintained by export of a narrow range of commodities,
tourism earnings, foreign aid, and workers remittances. Many factors affecting theflow of these receipts are outside the direct control of island governments. Avariation in commodity export prices, a tropical cyclone, alteration in tastes affecting
the demand for tourism, or changes in foreign government aid policy can all
adversely affect foreign exchange receipts requiring rapid economic adjustments to
maintain stability. Given the fragility in the external account, it is in many ways
remarkable that adjustment has proceeded as efficiently as it has in most instances. 

Table 2.4 Growth inexport values (US$) and volumes during the 1970s and 1980s 
Values (percentage) Volumes (percentage) 
1970-80 1980-89 1970-80 1980-89 

Fiji 17.4 1.7 3.4 2.5
Papua New Guinea 23.6 2.9 13.8 4.9Solomon Islands 25.0 -0.1 7.0 5.0
Tonga 10.5 -0.5 3.7 -0.7
Vanuatu 6.5 0.8 -3.0 3.4
Western Samoa 13.6 -3.3 3.9 3.5 
Non-oil producing 21.2 6.8 
developing nations 
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Figure 2.6 indicates some recent trends in the balance of payments of the six 
countries. The "igh dependency on trade is revealed through the ratio of imports to 
GDP. For the larger economies it ranges from about 40 percent of GDP and rises 
up to 60 percent in the most dependent cases. The ratio in each country has 
maintained a relatively constant relationship to GDP. This ratio has risen in times 
of substantial investment activity such as in Fiji during the beginning of the 1970s 
when considerable additions were made to the tourist plant and during the early 
part of the 1980s when several large infrastructure projects were undertaken. A 
similar trend is indicated in Papua New Guinea at the beginning of the 1980s with 
investment in the Ok Tedi mine and during a period of fiscal expansion. An upward 
trend is exhibited in Solomon Islands with a significant expansion in government 
expenditures at the end of the 1980s. However, the statistics suggest that the 
relationship between imports and GDP has not changed, which is consistent with a 
static economic structure; when variation has arisen, it has been due to changes in 
the composition of demand. 

While the demand for imports has matched economic growth (or lack of it), Pacific 
island exports failed to keep pace with the average growth of exports from non-oil 
producing developing nations during the 1980s, although performance during the 
1970s was satisfactory. These trends are revealed in Table 2.4. The volume of 
exports (division of export values by unit export prices) also stagnated between the 
two periods but to a lesser extent. These trends are reflected in the poor growth 
performance of the Pacific islands during the 1980s, and the reduction in exports 
contributed substantially to the decline. 

Given the significance of export production in the structure of the Pacific island 
economies, it is to be anticipated that any variation in export growth would have 
immediate repercussions on economic performance. 

While export growth has declined, the ratio of exports to GDP has remained 
relatively static for most island economies, as Figure 2.6 reveals. Only in the case of 
the Polynesian economies has this ratio declined. These forces are reflected in the 
trade deficit, and the ratio of export to imports has not varied significantly except for 
Tonga and Western Samoa where the ratio has fallen and the trade deficit has 
worsened substantially. 
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Figure 2.6 	 The structure of the external account: ratios of exports, imports, and net transfers 
and remittances to GDP during the 1970-89 period 
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Figure 2.6 also provides some interesting information on the ratio of transfers to 
GDP and the very substantial contribution they make to external receipts in many 
island economies. In the figure both workers remittances and external aid are 
included. External transfers make only a small contribution to the Fiji balance of 
payments, and in Papua New Guinea the trend has been downward as budgetary 
support has been withdrawn. In the case of Vanuatu the graph indicates the very 
important contribution external aid makes to foreign exchange receipts. However,
the trend has also been downward as budgetary support was phased out during the 
1980s, although the graph peaks during the 1987-88 period with the sizable inflow of 
Stabex money to fund a shortfall in export earnings. For Solomon Islands the graph
indicates that foreign aid is also very important and rose to high levels during the 
second half of the 1980s. 

In the case of Tonga and Western Samoa transfers include both remittances and 
foreign aid. While the level of the latter has remained more or less static, the level 
of remittances has inci-eased very substantially. In both economies the level of 
transfers has assumed an increasing significance and has balanced the deteriorating 
trade deficit. The increase in remittances for these economies essentially reflects 
the export of labor in response to higher earning possibilities overseas and the poor
yields from production of traditional primary commodities. However, the reliance 
on remittances is precarious should barriers to migrant labor arise and as ties to 
home become weakened through time. 

Conclusion 

Pacific island economic performance during the 1980s was generally poor, and rates 
of economic growth barely managed to keep pace with the expansion in population.
The failure of this group of economies to grow reflected poor export performance. 
In part, the poor export performance was the result of declining terms of trade. 
Although the rate of deterioration in the terms of trade during the 1980s was less 
than the previous decade, the long-run secular decline in export commodity prices
throughout the 1970s and 1980s was a major disincentive to primary commodity 
production. However, while the declining terms of trade was an important 
explanatory variable in Pacific island economic performance, it was only one of 
many contributing factors, which are discussed elsewhere throughout this report. 
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With economic stagnation came little change in economic structure. Perversely, the 
level of services rose in some Pacific islands reflecting "booming" aid sectors and 
large remittance flows. However, although economic structure remained largely
unchanged, economic diversification was not insignificant and indicates that these 
economies are responsive to market forces and appropriate polices. Toward the 
end of the 1980s Fiji commenced deregulating its economic structure, and a 
substantial garment industry has been developed. In Tonga substant'al shifts in the 
structure of exports have occurred with a very significant reduction in the reliance 
on coconut products whose international price has deteriorated significantly. 

Although growth has been poor, investment in the Pacific islands has been high by
developing country standards. The very weak relationship between growth and 
investment results from the fact that the majority of investment has been in public 
sector infrastructure projects. This type of investment although a necessary 
condition for growth is not sufficient. If there is insufficient private sector 
investment no amount of public sector activity will generate economic development. 

Although domestic resource mobilization has been limited in most Pacific island 
economies, inadequate domestic savings has not inhibited investment or 
development. Sufficient sources of funds have usually been available from foreign 
sources. This points to a problem of financial intermediation: how to ensure that 
the sizable pool of resources flows into productive investment and economically 
efficient activities. The situation indicates the need to develop appropriate financial 
institutions, but it is particularly problematic in the Pacific islands, given the lack of 
private sector entrepreneurship. 

The sizable volume of remittances in certain Pacific island economies permits the 
possibility of redirecting these flows from consumption purposes towards productive 
investment. 
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Background 

The export growth performance of Pacific islands agriculture over the last decade or 
so generally has been poor (Table 1and Figures 1and 2). Earnings from traditional
commodities have tended to stagnate in the face of an exceptionally prolonged price
trough, the inadequate levels of capital investment, and the generally low levels of 
management. Fortunately, the price of most commodities appears to have
"bottomed," and a substantial price improv-ment can be expected over the next five 
years (Table 2). Yet under the existing management and investment regimes only a 
limited production response can be expected. 

In the longer term the terms of trade can be expected to continue to move against
traditional bulk commodities (Thiriwall 1990:55). The need for agricultural
diversification is now recognized at the policy level, with horticultural, spice, and
marine products prominent in the development plans of island countries. 

In contrast to the traditional bulk products, these commodities have a high value 
added and often are perishable. They usually have minor importance in 
international trade, tending to find a small market niche in one or more of the 
Pacific Rim markets. Yet they can have a significant impact on a small island 
economy. Examples of such commodities from the region would include papaya
(Cook Islands' major export earner), ginger (Fiji's third major export earner after 
sugar and copra), vanilla (Tonga's major export earner), and taro (Western Samoa's 
largest export earner). 

The high unit value of these commodities means that significant industries can be 
built on relatively small land areas--prime consideration in the Pacific islands where
the availability of suitable land often is a major constraint to development. These 
commodities also can sustain relatively high labor intensities and yet remain viable.
For example, Fiji's ginger industry--generating over FS3 million in foreign exchange
and employing the equivalent of an estimated 1,500 full-time jobs--is based on 
around 250 acres (McGregor 1988). Similarly, Tonga's almost 1,500 vanilla farmers 
earn over T$2 mdllion in net foreign exchange from an estimated bearing area of
1,250 acres (MALFF estimates obtained from Friendly Islands Marketing
Cooperative Ltd.). 
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Table I. Commodity export earnings for Pacific island countries 
1980 1984 1985 1986 1987 1988 

Fqj 
Coconut oil 
Volume index 
Value (USS million current prices) 

100 
8 

135.3 
17 

92.9 
7 

107.7 
4 

46.2 
2 

44.1 
4 

Sugar
Volume index 
Value (US$ million current prices) 

100 
213 

86 
102 

93.1 
97 

81.1 
118 

111.4 
152 

103.1 
150 

Cocoa 
Volume index 
Value (USS million current prices) 
Total value (USS million current prices) 

100 
0.3 

221 

174 
0.5 

120 

183 
0.5 

105 

200 
0.5 

123 

210 
0.7 

155 

301 
0.6 

155 
Papua New Guinea 
Coffee 
Volume index 
Value (USS million current prices) 

100 
109 

106.5 
117 

87.5 
116 

114.4 
217 

138.6 
153 

87.9 
138 

Cocoa 
Volume index 
Value (million US Scurrent prices) 

100 
52 

122.7 
71 

111.2 
62 

111.2 
59 

124.8 
64 

122.3 
55 

Copra and coconut oil
Volume index (copra) 
Value (US$ million current prices) 

100 
64 

104 
42 

114 
56 

101 
21 

93 
33 

81 
44 

Oil palm
Volume index 
Value (USS million current prices) 
Total value (USS million current prices) 

100 
19 

244 

389 
80 

310 

371 
61 

295 

366 
29 

326 

292 
27 

277 

316 
44 

281 
Kiribati 
Copra
Volume index 
Value (US$ million current prices) 
Total value (USS million current prices) 

100 
3 
3 

163 
6 
6 

149 
3 
3 

66 
0.3 
0.3 

64 
0.9 
0.9 

170 
3 
3 

Solomon Islands 
Copra
Vol-ime index 
Value(USS million current prices) 

100 
9 

133 
24 

138 
15 

104 
3 

85 
5 

69 
7 

Cocoa 
Volume index 
Value (USS million current prices) 

100 
0.6 

386 
3 

480 
3 

558 
4 

788 
5 4 

Oil palm
Volume index 
Value (USS million current prices) 
Total value (USS million current prices) 

100 
8 

18 

121.3 
14 

41 

119.1 
9 

27 

92.6 
3 

10 

74.1 
4 

14 

87.1 
8 

19 

2
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Tonap 
Coconut products

Volume index (copra purchases) 100 45 63
42 31
 
Value (copra, desiccated coconut,


coconut oil, USS million current prices) 5 5 2 1.8 1.7 1.1 
Bananas
 
Volume index 
 100 166 117 155 146Value (USS million current prices) 0.4 0.4 0.6 0.7 1.2 0.6Total value (USS million current prices) 5 5 3 33 2 
Vanuatu 
Copra
Volume index 100 143 118 125 98 98
Value (USS million current prices) 6 28 13 4 7 9
 
Cocoa
 
Volume index 100 90 113 147 153 100
Value (USS million current prices) 

Total value (USS million current prices) 	

0.9 1.4 1.3 1.8 2 1
 
7 29 14 6 
 9 10 

Western Samoa 
Coconut products
Volume index (coconut oil) 100 115 114 104 91 

8 11 9 5 6
Value (USS million current prices) 9 
Cocoa 
Volume index 
Value (USS million current prices) 

100 47 58 3138 54 
3 1.1 1 1.4 1.3 0.6Total value (USS million current prices) 11 12 10 6 7 10 

Sources: 	 IMF, International Financial Statistics (various issues)
Government of Fiji, Current Economic Statistics (various issues)
Fiji National Marketing Authority, Cocoa Export Statistics (unpublished)
Bank of Papua New Guinea, Quarterly Economic Bulletin (various issues)
Government of Kiribati, 1988 Interntional Trade Import and Exports
Central Bank ofSolomon Islands Anual Report (various issues)
Reserve Bank of Vanuatu Quarterly Economic Review (various issues)
Central Bank of Samoa, Bulletin (various issues) 
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Table 2. Price forecasts of major commodities exported by the Pacific island economies 
1989 1990 1995 2000 %change 1989-95 

Coffee (c per kg) 287 267 364 492 26.8 
Cocoa (cper rag) 127 117 142 264 11.8 
Sugar (Sper mt) 
Palm oil (Sper mt) 

278 
400 

364 
443 

363 
634 

525 
724 

30.5 
58.5 

Coconut oil (Sper m) 550 535 790 915 43.6 
Copra (Sper mt) 
Copper (S per mt) 
Gold (Sper ounce) 

370 
2,600 

390 

430 
1,850 

380 

565 
2,450 

420 

651 
3,000 

520 

52.7 
-5.8 
7.7 

Opportunities for Horticultural Development 

In varying degrees countries of the region have certain important, inherent 
advantages in the production of horticultural export commodities. These 
advantages are quarantine status, geographical location, trade agreements, and the 
linkage of horticultural product development with tourism. 

1. Quarantine Status 

The isolation of the islands has meant that they have been essentially free 
from major pests and diseases. This enviable quarantine status has, until 
recently, given Pacific island producers access to markets from which their 
competitors are excluded. For example, Australia and Hawaii are 
excluded on quarantine grounds from the major Japanese market for 
mangoes. Unfortunately, the valuable yet fragile resource of quarantine 
status isnow threatened because of the antiquated treatment facilities 
being operated by government departments and because of the 
inadequate number of institutions and resources available to enforce 
quarantine and quality control standards. The immense economic cost, in 
terms of potential income foregone, of not maintaining and enhancing an 
island country's quarantine isonly now starting to be recognized by the 
region's policymakers. 

2. Geographical Location 

Located in the southern hemisphere, the Pacific islands have the potential 
to be off-season suppliers for a range of horticultural commodities. For 
example, because ginger can be harvested only inthe first half of the year 

5 



E-12 

in the northern hemisphere, a market niche has been left in North 
America that Fiji has been able to successfully exploit. Similarly, for the 
Japanese squash market, the period from November to early January is 
one of short supply and relatively high prices (Figure 3), which coincides 
with the production period for the Pacific islands. In the highlands of 
Papua New Guinea, a rare combination of altitude, latitude, and fertile 
soil, can be found that provides a unique set of conditions for a range of 
floriculture and other horticultural products. Similarly, the climatic 
conditions found in some of the islands appear to provide ideal growing
conditions for certain nuts, such as macadamias and cashews, which have 
been undersupplied on the world markets. 

3. Trade Agreements 

Horticultural commodities have duty free access to Australia, New 
Zealand, and North America. Producers with air links have the 
opportunity to competitively sell fresh tropical produce to the urban 
markets of Sydney, Melbourne, Auckland, and Honolulu, which have 
combined populations in excess of 15 million and are within four hours' 
flying time. Furthermore, these cities are made up of substantial Pacific 
island and Asian populations that provide substantial markets for products
such as root crops. For example, a recent study of the Australian market 
for fruits and vegetables from Pacific island countries pointed to the fact 
that 500,000 residents of Sydney or Melbourne were born in either Asia or 
the Pacific islands (Hardin and Associates 1990:3). 

4. The Linkage with Tourism 

For a small island economy a substantial tourism sector can provide the 
basis for a significant horticultural sector. Tourism will generate the 
essential air cargo space at a competitive cost. The experience of Hawaii's 
papaya and floriculture industries vividly illustrates this case. These 
industries, with a farm value exceeding US$60 million, only exist in their 
present form because exporters have access to frequent and low-cost wide. 
body air freight from Honolulu to North America (around 250 per week) 
and Japan (around 110 per week). Thus, the freight service available to 
Hawaii's high value horticultural industries isa direct byproduct of a 
booming tourist sector and is in a sense subsidized by that industry. 
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On a much smaller scale, tourism in the Cook Islands, Fiji, and more recentlyVanuatu has created similar opportunities. The development of the Cook Islands 
papaya industry followed the expansion in tourism that created backloading capacity
into the Auckland market. The expected growth in Pacific island tourism will bring
with it substantial opportunities for horticultural development. For some 
commodities tourism can provide an important domestic base around which a 
significant horticultural and niche commodity export industry can be based as
illustrated by Hawaii's macadamia nut industry. Hawaii is the world's most

important producer of macadamia nuts, the state's most important agricultural

diversification crop, with a wholesale value well in excess of US$100 million. This
industry has been developed around supplying the domestic tourist-driven domestic 
market, where some 60 percent of production is sold within the state (University of
Hawaii 1987:2). Fiji, with FAD technical assistance, is now considering the
feasibility nf establishing a macadamia nut industry. The necessary conditions for 
success are apparently good agronomic conditions and the prospect of an expanding
tourism sector. The Cook Islands and Vanuatu look to establish gourmet organic
(not fertilizer and chemicals) coffee processing industries using the tourist market as 
a base, in much the same way that Hawaii's Kona coffee industry has developed.
Vanuatu's fledgling black pepper could be successfully developed along the same 
lines. 

The achievements of Hawaii's diversified agriculture provide a measure of what can
be achieved by an island economy. The farm value of Hawaii's horticultural and

niche commodity exports is estimated at USS 150 million, with macadamia nuts,

flowers and nursery products, papaya, coffee, and ginger root dominating (Table 3).
Hawaii is an integral part of the United States and thus the mainland has had an 
overwhelming influence on the state's agricultural development by providing
markets and investors. Yet the economic structure, production possibilities, market 
opportunities, and constraints in Hawaii and the Pacific islands are more similar
than they might seem. With the exception of the macadamia nut industry,
diversified agriculture is characterized by smallholdings. Two notable examples of
successful Hawaiian diversification efforts, papaya and root ginger, have required
relatively small land areas. Furthermore, the state's diversification has focused on 
the relatively isolated island of Hawaii (the Big Island), with the attendant
transportation problems similar to those in the Pacific islands. Additionally, the 
fortunes of Hawaii's horticultural development efforts have been closely linked to
tourism, as is expected to be the case in the Pacific islands. 
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Table 3. Selected Hawaiian agricultural production. 1900-88 

SUGAR 
1980 1981 1982 1983 1984 1985 196 1987 1988 

1,000 tonnes sugar raw value 
Farm value ($1.000's) 

1.007 
594,100 

1.048 
314.200 

983 
343,900 

1.044 
396.500 

1,062 
382,900 

996 
331,900 

1.027 
348.400 

979 
325.000 

928 
324.000 

PINEAPPLE 
1.000 tonnes fresh equivalent 
$1,000 fresh weight 

647 
226,540 

657 
217,590 

636 
206.040 

670 
219.000 

722 
249.600 

556 
222.500 

636 
238.400 

692 
251.400 

659 
247.000 

MACADAMIA NUT 
Tonnes in-shell 
Farm value ($1,000's) 

15.145 
24.174 

15.146 
26.454 

15.132 
27.136 

16.656 
23.926 

17.101 
26.088 

19.056 
30.450 

20.276 
35.200 

20.402 

35.868 
23.130 
40.950 

FLOWERS & NURSERY PRODUCTS 
Farm value ($1,000's) 27.688 29.482 36.600 36.165 38.905 44.162 49.132 55.767 59.646 
PAPAYA 
Tonnes fresh equivalent 
Farm value ($1.000s) 

29.030 
9.964 

30.114 
12.413 

23.927 
11.484 

27.851 
11.591 

36.515 
9.196 

27.397 
8.579 

27.669 
11.123 

29.912 
11.050 

30.805 
12.354 

COFFEE 
Tonnes parchment equivalent 
Farm value ($1.000's) 

653 
2.304 

1.002 
4,420 

449 
2.129 

1.270 
6.300 

816 
4.813 

839 
5.180 

1.315 
8.700 

708 
4.845 

787 
6.600 

GINGER ROOT 
Tonnes 
Farm value ($1.000's) 

730 
1.090 

1.297 
2.179 

1,647 
3.350 

2,331 
2.806 

2.291 
2.280 

2.460 
4.465 

2.676 
4,779 

4.487 
4.523 

3.616 
5.022 

Source: Hawaii Agricultural Statistics Service (various issues). 
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The Horticultural Export Performance of the Pacific Islands 
Based on the advantages outlined above, a modest trade has developed, mainly toNew Zealand, North America, and more recently Japan. The New Zealand importsof fresh fruits and vegetables from the islands now exceed NZ$15 million(Government of New Zealand 1987). Western Samoa's official taro exports, priorto Cyclone Ofa, were around WS$6 million (Table 4). Fiji now exports in excess ofF$3 million worth of ginger products to North America and Japan (Table 5). In1988/89 Tonga's vanilla exports exceeded T$2 million and are expected to increasefurther this year (Table 6). The value of the Cook Islands papaya exports is
estimated at NZ$5 million, making it that country's largest agricultural export
 

earner (Table 7).
 

Table 8 summarizes the current status and prospects for a range of horticultural andniche commodities for selected Pacific island countries. 

Yet the overall horticultural export performance has been well below the
expectations of planners. 
 The performance of the Australian market has beenparticularly disappointing; the total imports (1988.89) of fruits and vegetables fromthe Pacific islands are a mere AS2 million (Hardin and Associates 1990:8). lThe
reasons for the gap between performance and perceived potential lie mainly with
supply, not with demand. 
 Marketing, which includes the quality and continuity ofsupply, and not markets per se, has proved to be a paramount constraint to
horticultural export development in the Pacific islands. iContributing factors have
been the adverse impact of direct government involvement, and inadequate
institutional and infrastructure support. In this environment private investment has
been slow to materialize and thus management has been a major constraint.
 

Some of the constraints to horticultural development in the Pacific islands together
with a few suggestions for their alleviation, are discussed below.
 

The special marketingproblems ofniche commodities 
A niche market can be so sufficiently small in absolute terms that a Pacific islandexporting country could, and sometimes does, influence prices. For example, theprice of fresh ginger in Los Angeles in August is directly determined by the quantitysupplied by Fiji. Similarly, the price of papaya on the Auckland market is correlatedto Cook Islands exports. The unusual position of being a price setter creates a set ofproblems relating to orderly marketing that previously has not been experienced by 
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Table 4. Western Samoa taro exports, 1983-88
 
Year Export ('000 cases) 
 Value (WSS'000 FOB)

1983 
 110 2,371
1984 137 2,753
1985 220 5,113
1986 188 4,335
1987 224 5,077
1988 191 5,201 

Source: Bulletin, Central Bank of Samoa, March 1989. 

Table 5. Fiji ginger exports, 1984-89
 
Year Export (tonnes) Value (FS'000 FOB)
 
1984 2,486 
 2,004

1985 2,056 2,230
 
1986 2,896 3,001
 
1987 2,828 2,789
 
1988 2,419 3,274
 
1989 2,674 3,598
 

Source: Government of Fiji Current Economic Statistics (various issues). 

Table 6. Tonga banana, root crop, and vanilla exports (ST'000)
 
1982.83 1983-84 
 1984-85 1985.86 1986-87 1987-88 1988-89Bananas 217.0 488.0 768.7 1041.6 1859.0 797.6 517.4Roo( crops 0.0 0.0 367.4 233.2 320.7 514.6 788.0Vanilla 592.0 564.0 1126.5 1182.1 1418.0 1191.2 2504.2Total agricultural exports 809.0 1052.0 3931.1 4267.2 5778.2 4570.3 6632.8Total exports 3478.0 7783.0 10247.6 7524.0 9372.0 8060.6 10922.5 

111
 



E-18 

Table 7. Cook Islands papaya exports, 1980.88 
Year Exports (tonnes) Value (NZ$'000 FOB)

1980 
 202 ill 
1981 291 189 
1982 410 377 
1983 430 490
1984 748 471 
1985 645 482 
1986 829 555 
1987 385 472
 
1988 
 994 417 

Source: Government of the Cook Islands (various issues). 

Pacific island commodity exporters. Even the largest bulk commodity exporters(Fiji sugar and Papua New Guinea coffee) have no influence on the world prices for 
those commodities. 

Under these circumstances disorderly marketing can and has adversely affected the
business environment and undermined investor and buyer confidence. Fiji's ginger 
exports to North America vividly illustrate this point.2 It was only through theformation and actions of the Fiji Fresh Ginger Exporters Association (FFGEA) that a manageable degree of order and buyer confidence has been restored (for details 
see McGregor 1988). To quote the 1988 report of the FFGEA North American
 
Liaison Officer:
 

Vancouver, which had the reputation for years of being the most 
disorderly market in North America, has enjoyed price stability
throughout this season for the first time in its history, much to 
the satisfaction of distributors, wholesalers, and retailers--thus 
proving the creation of a marketing environment is in the best 
interest of all parties involved in the industry. 

Thus, for this type of niche commodity commercial industry associations can play a
crucial role in creating amarketing environment that facilitates investor and buyerconfidence. Government also has avital function in creating an environment that 
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MARC/CAD assistance 

Fresh Mature Industry based on North 
AFm2ican market (lob value approximately 
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Modest in mediuim term with Improvements in 
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value could double over the next decade. 

l needs to be improved 
Insfiional reform inindusry required 
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Commodity 

COrgal"cocoa 

Macadarni nuts 

VANUATU
Roo Crope 

Kove 

Current status 

Cocoa processitg (powder and butler) in 

Vanuatu for "organlc"(no leldizei and 


chemicals) chocolate presents promising 

prospect or Fifis low produclivity cocoa 


industry Fyi's own developed corlectlonary 
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for chocolate products. which also could involve 
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No macadamia nut Industry. IndIcallo ea. 
however. that FIP has coniditions that are 
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beciMdn Opportunitles now exist with 
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Air Vanuatlu "ligls Aucldand. 

WO -establishd traditional crop. In racent 
yws the sustantil domestic covnercil 
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allows industries to effectively regulate themselves. The submissions of Mr. 
Graham Southwick--Fresh Fish Exporters (Fiji) Ltd. and President of the Fiji Deep
Sea Fisherman's Association--to MARC Design "brainstorming" sessions would 
strongly support this view. 

To some extent there isalso the risk that individual Pacific island countries would 
be competing among themselves on narrow niche markets. However, to date this 
situation has not been aproblem, with supply being more of aconstraint. 
Furthermore, individual island countries tend to have a comparative advantage in 
certain commodities over other island producers. For example, rainfall and 
temperature would give Fiji an advantage over Tonga in the production of ginger,
Tonga would have acomparative advantage in the production of off-season 
vegetables for the New Zealand market, Samoa is the most efficient taro producer,
while Vanuatu is the best place to develop asignificant kava export industry. For 
most spice commodities (such as vanilla) or nut commodities (such as macadamia 
nuts) no one Pacific island producer is likely to be big enough in the foreseeable 
future to influence prices. In designing and coordinating aid programs, nevertheless,
there is a need to be mindful of the propensity of individual countries to undercut 
each other on narrow markets. 

Haphazardproduction and marketing systems 
If an appropriate larger scale commercial unit wishes to participate in horticultural 
commodity development it should be encouraged because it could provide a 
production base and facilitate technology transfer, which would be important, for 
instance, for establishing say a macadamia nut industry in the region. However, the 
rural economy in most Pacific islands is centered on the smallholder. The 
availability and distribution of land means that horticultural development is likely to 
be smallholder based. Furthermore, a smallholder production system, if well 
managed and directed, can afford major advantages in the production of a crop such 
as papaya, as the Hawaii experience has shown. Overall, the structure of Pacific 
islands agriculture is such that the development of horticultural export industries is 
best served by small farmers under the direction of commercial exporters and 
processors./The recommendations made in this paper are based on this premise.
These recommendations would cause agribusiness investment involving integrated
production, processing, and marketing activities to cease. 

Despite the primacy of smallholder production systems the region's semisubsistence 
farmers are ill-equipped to make the transition to modern export-oriented 
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horticulture. Attempts to utilize the existing smallholder structures as a basis for 
developing a horticultural industry are doomed to failure as the experience of the 
Fiji papaya industry has shown (McGregor 1990a:7-10). Small exporters secure 
supplies from farmers in an informal and ad hoc fashion have led to Fiji exporters'
having a reputation in the market of being "fly-by-night opportunists" who dump
inferior fruit on wholesale markets. Attempts by the Fiji National Marketing
Authority (NMA) to use the same haphazard smallholders have been equally
unsatisfactory. The NMA distributed seedlings to growers and entered into an 
informal agreement with the NMA to sell exportable fruit to the NMA, which was 
responsible for picking and packing. The arrangements were haphazard and 
inefficient and generated only limited expansion in exports from the many
 
thousands of seedlings distributed.
 

Fiji now has the prospect of at least realizing its potential as a major papaya 
exporter. The National Marketing Authority has withdrawn from the industry--at
least for the time being. A commercial company with a great deal of experience in 
smallholder management has now entered the papaya export industry. It provides
focused management, extension, and material supply support to the selected 
contracted smallholder (McGregor 1990:10-12; Eaton 1990). A similar company

with much experience in ginger exporting is now entering the industry.
 

Adverse impact of direct government involvement 
Government and statutory agency involvement in export marketing has been 
lackluster and probably has been a negative influence on long-term commodity 
development. A series of case studies undertaken by PIDP have shown government
agencies to be particularly inept at handling fresh commodity development. These 
studies looked at the Fiji National Marketing Authority, the Tonga Commodities 
Board, the Vanuatu Commodities Board, and the Produce Marketing Division of 
the Department of Economic Planning in Western Samoa. 

Te'o Fairbairn in his Western Samoa study concludes, "these agencies acted to 
eliminate competition with local private businesses and to stifle entrepreneurship"
(Fairbairn 1989:30). This conclusion is reflected in the development of Western 
Samoa's taro exports, which showed little growth while the Produce Marketing
Division maintained its monopoly. Since the issuing of export licenses to private 
exporters in 1987, the industry expanded rapidly to become Western Samoa's largest 
export industry. For Fiji papaya exports the NMA proved to be not the quality 
pacesetter that the government had expected, but rather a major obstacle to market 
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development. 3 New commercial entrants have been unable to capitalize on the 
market and product development that had been expected of the NMA. In fact, they
have faced the additional constraint of having to reverse the existing adverse market 
image of Fiji papaya. 

Government marketing agencies established to protect the interest of growers have 
had the opposite effect of undermining the business and investment environment in 
the agricultural sector. The Fiji NMA in its Corporate Plan (1985-89) concluded 
that "direct trading activities on domestic markets for commodities such as daio tend 
to undermine the operations of established middlemen, without any sustained 
benefits to farmers." History is now repeating itself, to the detriment of growers,
with the current ad hoc marketing efforts of the Fiji Military Forces Auxiliary Unit. 
To quote M. Chung (1989:205): 

In 1987 the army's Auxiliary Unit began buying rural produce 
and selling basic items to villages, with the expressed goal of 
cutting out middlemen and, less intentionally, a whole range of 
formal and informal rural business many of which are Fijian 
owned. In the event, however, Rabuka's assumption that this 
Auxiliary Unit would be very popular with rural people (Dean 
1988:130) proved incorrect, as the Unit's lack of business 
experience became an annoyance to rural people. 

Some quantification of the adverse impact of government marketing monopolies on 
grower returns and the investment environment can be obtained by comparing Fiji
and Papua New Guinea grower cocoa prices (Table 9). In Fiji the NMA is the 
model exporter, whereas PNG's cocoa marketing system is highly competitive, albeit 
regulated. 

A similar situation is described for the Tonga Commodities Board when it 
relinquished its monopoly status on vanilla exports to the Friendly Islands 
Marketing Cooperative Ltd. and other private exporters, to quote the PIDP study: 
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Table 9. Fiji and Papua New Guinea cocoa grower prices, 1982-86 
Year Fiji (S) Papua New Guinea (S) 
1982 1,250 1,566 
1983 1,250 1,660 
1984 1,500 2,235 
1985 1,500 2,233 
1986 1,700 2,339 

It took some convincing from the growers and businessmen 
before the Board of Directors agreed to issue export licenses for 
vanilla. As soon as private licenses were granted, competition 
for supplies between the Board and private exporters became 
quite fierce (which the Board had feared), and led to more 
efficient marketing and improvement in producer prices. It is 
estimated that up to 20 percent of the improvement in producer 
prices was due to this competition which effected greater 
efficiency and the acquisition of more competitive overseas 
market (Sevelle 1989:7). 

The adverse impact of direct government involvement extends to the operation of 
post-harvest treatment, which throughout the region is the responsibility of 
government departments. In Fiji, for example, the government-operated fumigation
facility at Nadi Airport has been identified as the most glaring marketing
inadequacy in the development of horticultural export commodities (McGregor 
1990a: 12). 4 Unless quarantine facilities and their management can be placed on a 
proper footing, Pacific island exporters have no basis for establishing a horticultural 
industry regardless of market opportunities and production potential. 

Inadequate infrastructure support 
The key infrastructure for horticultural export development are air cargo capacity 
and post-harvest tr atment facilities. 

Air cargaocapacity: For perishable horticultural and marine products the existing air 
cargo capacity is insufficient to allow the development of large industries. Detailed 
estimates of outward cargo capacity on scheduled flights for Tonga, Fiji, Vanuatu, 
and Western Samoa are shown in Table 10. Fiji, with 36 outward wide

21
 



E-28 

Table 10. Outward air freight capacity and utilization from the Pacific islands 
Number of Flights Capacity available for Estimated 

produce (tonnes) utilization 
Fiji 
Sydney 6 61 27.0 
Melbourne 5 57.5 16.5 
Brisbane 
Auckland 

2 
12 

24 
84.5 

0.5 
14.0 

Tokyo 1 14 1.0 
Canadian (West Coast) 
United States (West Coast) 

2 
7 

11.5 
78.3 

(Honolulu 3) 
(Ginger season) 

11.5 
78.0 

Total 35 
43.5 

330.8 
(Non.gifiger season) 
(Ginger season) 

11.0 
148.5 

296 (Non-ginger season) 81.5 
Vanuatu 
Brisbane/Sydney 1 1 
Brisbane/Melbourne I 1 
Sydney I I 
Auckland 1 1 
Nadi 3 0.6 
Noumea 1 1 
Noumea/Sydney 1 1 
Port Moresby 1 1 
Total 10 7.6 
Tonga 
Honolulu 2 
Auckland 4 3.5 
Nadi 7 1.4 
Total 
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body flights per week to Pacific Rim markets, is by far the best placed. Of these
flights, 15 Air Pacific flights and two Air New Zealand flights originate in Fiji and 
thereby offer bacidoading capability. Vanuatu is next best served, with five flights 
per week to Australia and New Zealand markets all with backloading opportunities 
for produce. 

While air cargo is a major constraint, sufficient capacity already exists to make a 
significant contribution to horticultural development in the context of a small island 
economy, as evidenced by the development of the Cook Islands papaya and Fiji 
fresh fish and early season ginger exports.5 The prospects for expanding tourism in 
all five countries, but in particular for the Cook Islands, Fiji, and Vanuatu, suggest
that air cargo capacity will be increasing over time. 

Coordination problems sometimes mean that full use often is not made of available 
capacity, which has both long- and short-term dimensions. 

Part of the case for Air Pacific establishing a service to Japan was to provide an
 
outlet for fresh produce to the much cited highly remunerative Japanese market.
 
Yet with the exception of fresh fish the company has been very disappointed with
 

the cargo response to the service, which was established in 1988.6 However, a lag insupplier response to available cargo space is inevitable--a problem exists with 
orchestrating the two. In the past, fresh produce ventures targeted at the Japanese

market floundered with the cessation of the previous Japan Airlines service to

Japan. 
 It is hoped that bringing Japanese tourists to Fiji will prove to be sufficiently
profitable for Air Pacific, and in the future other carriers, to provide a permanent
service to that market, which will create the confidence for the type of investment 
necessary for sustained long-term horticultural development. It is encouraging to 
note that Air Pacific wishes to commence a second service to Tokyo, and there is 
talk of a possible service to Osaka and Taiwan commencing in 1992. 

In the short term, the planning and control over available air cargo space has been a 
problem, partially due to the inevitable consequence of Australian and New 
Zealand cargo having priority on flights originating in those locations. However, if 
the record of Fiji's NMA can be used as a guide, go-vernment marketing agencies
have proved to be particularly inept at handling the decision-making environment in 
which cargo space is managed. 7 
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Commercial industry associations are seen as having an important role to play in 
securing air cargo space for their members. An effective association will be in a 
position to guarantee the airlines that space that is made available will be utilized. 
With this confidence the airlines will be more inclined to regularly make space 
available for island exporters. This was confirmed by Graham Southwick, Fiji's
largest fresh fish exporter, in his presentation to the MARC "brainstorming" session. 
He has been able to secure sufficient space to generate F$4 million in export
earnings for Fiji. The Fiji Fresh Ginger Exporters Association has played a crucial 
role in securing timely and competitive shipping for its members. Qantas allocates 
an additional four containers (approximately 17.5 tonnes) per week to Fiji during
the ginger air freight season (July and August) because it is guaranteed that the 
supply will be there. Thus, within certain limits, assured supply can generate its own 
air cargo capacity. 

It is worthwhile to note that recent improvements in the quality and availability of 
shipping services have reduced the pressure on .sir cargo space. Air Pacific reports a 
substantial loss in their taro market share to sea freight over the last year. With 
respect to United States markets it is encouraging to note that Matson Shipping is 
giving preliminary consideration to again servicing the Pacific islands. The Matson 
Line has developed a reputation for excellence in the handling of fresh produce.
The company pioneered the sea shipment of papayas to the U.S. mainland. 

Post-harvest treatment facilities: Throughout the region postharvest treatment is 
undertaken in obsolete fumigation facilities operated by government departments. 
Investment is now required in facilities for the post-ethylene dibromide (EDB) era. 
EDB has been banned as a treatment for exports to the United States since 1984, 
which will soon be the case worldwide.8 

Post-harvest treatment technology presently is in a state of flux, with various forms 
of treatment under consideration, including various forms of heat treatments 
together with the controversial irradiation with gamma rays and the use of 
semipermeable shrinkwrap. Interest is primarily being focused on dry heat 
treatment (DHT) that involves forced air heating. The main technical difficulty has 
been to construct a large commercial unit that allows rapid and even heat 
distribution. This problem seems to have been resolved and a number of Hawaii's 
papaya exporters have obtained USDA certification for commercial DHT-treated 
units. Fruit is now being shipped to the U.S. mainland with very encouraging results 
in terms of quality. 
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A small-scale prototype, that is suitable for the Pacific islands has been developed
by the USDA's Tropical Fruit and Vegetable Research Laboratory at Hilo and the 
College of Tropical Agriculture and Human Resources, (CTAHR) University of
Hawaii. The New Zealand Ministry of Agriculture and Fisheries, in collaboration
with the USDA, is investigating the adoption dry heat treatment in the Pacific 
islands and has a pilot project underway in the Cook Islands. The Queensland
Department of Primary Industries is undertaking similar research specific to its own
fruitfly regime. Thus, over the next few years as these facilities become proven and 
approved by the importing countries there will be no shortage of aid donors and 
technical assistance. 

The challenge facing the donors will be to get these facilities and the ancillary
technical assistance into the hands of the private sector, with the government's role
being confined to supervision and certification. Important lessons can be learned 
from the disastrous experience of the Japanese ice-making facilities that were
provided to government fisheries departments throughout the region. As described 
at the MARC fisheries "brainstorming" session, this aid has constrained fisheries 
development. On one hand these government-operated facilities have not provided
thc fishermen with the ice they require, yet on the other hand they stifled an
opportunity for private investment in this area. Care and coordination by donors
will be necessary to avoid a repetition of this situation with the introduction of new 
generation post-harvest treatment facilities in the horticultural sector. 

Inadequate institutional suppoil 
A major weakness that needs to be addressed is in the setting and enforcing of 
quality control standards. 'The region generally has a poor quality image to 
overcome in the marketplace. It should be noted that in these markets the hallmark 
for success is quality, even more so than price competitiveness. Eaton (1990:91)
describes the reputation of Fiji papaya in the Australian market: 

The complaints of Australian wholesalers concerning the
variable presentation and packing standards told to and seen by 
the author in 1987, 1988, and again in 1989 were virtually the 
same- i.e., poor packing, underweight cartons, and the inclusion 
of both over- and under-ripe fruit, which had it been harvested 
prematurely would have never ripened. 
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Yet Fiji papaya that did meet the standards were readily acceptable and received 
premium prices. To again quote Eaton:(1990a:9 1). 

Not only have top CIF prices A$16/4.5 kg/carton (1987) been 
obtained, but experienced dealers hav, remarked that "the 
product is outstanding." 

The views of imporers on matters of quality must always be treated with some
caution. However, the following quote from one of the larger importers reflects the 
consensus among buyers and observers of Fiji ginger in the market: 

Quality wise you have a long way to go. In general, Fiji's quality
has not improved over the years. In fact, Ithink this year's 
quality was inferior to last year! The general opinion is that Fiji
has no grading standards. All Fiji ginger isconsidered "field
run" (i.e. everything into the box irrespective of size). (In 
response to a questionnaire sent by the author ir,January 1990 
to Fiji's North American ginger importers). 

Such views are confirmed by this author's observations in the market. The large
price diffcrentials between Hawaiian and Fiji ginger, and now, disturbingly,
Brazilian ginger confirms Fiji's quality problems. 

The absence of appropriate and enforced grading standards severely undermines 
the business environment for horticultural development reducing the industry to the 
lowest common denominp,, If one exporter sends consignments of questionable
quality, the entire market is jeopardized and could permanently be forfeited. Often, 
an inadequate institutional structure and legal bases exists to enforce quality
standards once they have been established. 
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The capability to establish and enforce quality standards needs to be developed in
much the same way as in New Zealand and Hawaii's horticultural industries. The 
emphasis should be on encouraging industry self regulation, with government
providing the legal and institutional environment to allow this to effectively happen
and to certify that the quarantine and quality standards of importing countries have 
been met. The establishment and strengthening of commercial industry associations 
can play an important role in facilitating this process. Island governments'
quarantine and produce inspection departments also will require infrastructure and
technical support to assist them in their vital inspection and certification role, which 
may include assistance in the drafting of legislation to improve the legal base for 
enforcing export quality and quarantine standards. 

The management constraint 
Inadequacies of the prevailing smallholder systems have been identified as major
constraints to the implementation of the various horticultural development 
programs. In the smallholder sector the dearth of skilled and ongoing managerial
expertise is not offset to any significant degree by the diffused extension services 
operated by the Ministries of Agriculture throughout the region (McGregor, Eaton,
and Manning 1990:5). While the traditional extension arrangements have been 
adequate for stable semisubsistence production systems, they have proved to be
unsatisfactory in the promotion of crop intensification and diversification policies. 

To enable smallholders to successfully participate in new high-value crop
development, the establishment of a nucleus commercial management unit is
proposed to direct contracted smallholders. This recommendation represents a 
modified version of the standard nucleus estate (NES) model that has successfully
been applied to the Papua New Guinea oil palm industry. In the case of a 
commodity such as macadamia nuts, the Papua New Guinea oil palm experience
would directly be applicable. However, in most cases of horticultural development 
the nucleus unit would not necessarily be involved in any production, and its
emphasis would be on providing management. The experience of Hawaii's highly
successful papaya industry and Fiji's tobacco industry indicated that this approach
could be adopted to the development of a commercial smallholder-based 
horticultural export industry in the Pacific islands (McGregor 1990, McGregor, et al. 
1990, McGregor with Eaton 1989). 
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The proposed unit would be responsible for the following: 

" the supply of planting material to contracted farmers,
 

* 
 the provision of mechanical services for cultivatior, and spraying, 

* 	 regulatory control of grower performance, 

* technical advice and irrigation technology, and
 

* 
 the sole marketing channel for contracted production. 

Smallholders would be selected to participate on the basis of the following: 

• 	 past farming record, 

* 	 availability and suitability of land, 

* 	 agreement to follow the defined package of practices, 

" 	 agreement with the financing and cost-recovery
 
procedures, and
 

* 	 guarantee to deliver the produce exclusively through the nucleus unit. 

The Essential Component Mix for Successful Horticultural Industry Development 

Pacific island countries--whose agricultural export heritage has been based on bulk 
and nonperishable commodities such as sugar, copra, cocoa, and timber products-
require a major adjustment in mindset and approach to effectively amalgamate the 
multifaceted, interrelated components necessary for a highly perishable and volatile 
horticultural commodity. Attempts have been made to develop these industries ina 
low-key piecemeal fashion utilizing existing government marketing, research, and 
extension structures. This approach has been unsuccessful. Experience has shown 
that a successful horticultural export industry will not evolve from a cottage
piecemeal operation to a New Zealand kiwifruit or Hawaii-type papaya industry. 
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The successful export of horticultural products requires that each activity from the
field to the consumer needs to be fully considered and integrated into the system as 
awhole. The key component parts must all be in place inorder for success to be
achieved. A lack of awareness, responsibility, and, where relevant, investment in
each component part of the chain are frequent causes of unsuccessful export
programs. Such has been the experience of new conmnodity development inthe 
Pacific islands, as the case of Fiji papaya illustrates. 

The successful development of horticultural industries in the Pacific islands ismost
lkely to occur with small farmers under the direction of commercial exporters and 
processors. To ensure the necessary quality standards, as well as continuity of 
supply, these exporters may need to provide extension and other services to their
contracted farmers. Furthermore, to reiterate, if Pacific island countries want to 
become horticultural exporters of any significance the industries need to be 
completely privatized, including the operation of post-harvest treatment facilities. 

Table 11 illustrates the interrelated component parts of production, marketing, and
consumption (PMC) required for the successful development of ahorticultural 
export industry in the Pacific islands based on the directed smallholder model 
(derived from Salut 1981). The table also attempts to assign responsibility and
priority for the various components. To minimize the coordination problems of the 
type encountered by the Fiji papaya industry, the organization directing the
smallholder and the marketing body ideally should be part of the same commercial
entity. A single marketing organization also would minimize coordination 
problems. However, at times two specialist commercial entities one concentrating 
on production and the other on marketing could collaborate in amutually beneficial 
joint venture. 

It should be noted that the PMC matrix shows no direct government involvement in
production and marketing, yet government has been assigned some responsibilities
that are critical in creating the appropriate business environment to encourage
sustained private investment. These responsibilities include (1)certifying that the
quarantine and quality standards of the importing countries have been met and (2)
providing the institutional and legal environment to facilitate industry self
regulation. The private agribusiness investor also will look to government to
facilitate the availability of land and the security of tenure. The flow of necessary
aid and technical assistance to the commercial sector will depend on the stance and 
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Table 11. Produtcn Markeing Comumplm (PMC) syem for drevol 
hr tUW S t commodltles inthe Paciflc iWiands 

Componert Requirem U Resp b Ranking 
Production 
Land and water resources F/G C 
Production financing D/G C 
Pest control F/D S 
Seed availability 0 C/I 
Fertilizer needs D S 
Input procurement D I 
Farmer risk taking F I Responsibility codes: 
Farm machinery needs F/D S F: Farmer 
Irrigation needs F/D S D: Directing body 
Farm energy requirements F 0 I: Industry organization 
Input and extension information D I G: Government 
Research programs G/D S M: Marketing body 
Off-shore technology transfer G/D S W: Wholesaler 
Farm labor needs F I R: Retailer 
Transportation D I 
Grading 

operation D/M C Priority ranking code: 
establishment of standards I/M/G C C: Critical 

-- providing legal basis for standards G C I: Important 
certification of compliance G C S: Significant 

Marketing 
Packing materials/standards M C 
Dependable commodity supply M/D C 
Post-harvest quarantine treatment 

operation M/D C 
-- establishment of standards M/G C 
-- providing legal basis for standards G I 
-- certification of comrAlance G C 

Market intelligence 
Market information to farmers D 0 
Air cargo and storage M C 
Commodity institutions 

operating I 
.- Initiating G/M/D 

providing legal basis G 
Orderly marketing regulation G 
Distribution resources M/W/R 
Product market information W/I 
Market research and development I 
Consumption 

-- market penetration W/R C 
- consumer awareness I/W C 
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administrative efficiency of government. Furthermore, the dearth of
entrepreneurial and technical skills, together with the nature of the commodities, 
means that the involvement of foreign investors, particularly in marketing, will be 
necessary. Thus, immigration policies and their administration will need to
accommodate the residence of a small number of highly qualified expatriates well
beyond the duration of any start-up aid and technical assistance project. 

The Role of Aid and Technical Assistance 

Aid in the past has done little to accelerate private sector development in Pacific
island agriculture. At worst, project aid has actually weakened the position of the
private sector by requiring the direct involvement of government agencies in
production and marketing activities. However, redesigned foreign aid will be vital 
in facilitating horticultural development in the region. 

Technical assistance from the United States (Hawaii) and New Zealand, in
particular, has the potential to make an important contribution to crucial elements 
of the PMC matrix. Hawaii has capability in key areas such as post-harvest
treatment where it pioneers in commercial development of DHT technology. New
Zealand exporters have an international reputation for excellence in the handling of
delicate fruit. Thus, USAID, in implementing components of the MARC and CAD
projects directed at horticultural development, should look to closely collaborating
with New Zealand aid and where possible the New Zealand horticultural industry. 

The total picture reflected in the PMC matrix must be kept in mind in designing the
horticulture-related components of the MARC and CAD projects, in discussion with 
governments, and in coordination with the activities of other aid donors such as NewZealand. Howeve', these two interrelated USAID projects will need to focus on a
few specific areas where the United States would be ina position to make a 
significant contribution, including: 
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" 	 project and investor identification, 

* 	 technical support for establishing and operating commercial industry
associations, including assistance to industry-based extension and 
research, 

* 	 assistance in establishing quality and grading standards. 

" 	 the provision of post-harvest treatment facilities and technical support, 

* 	 private sector training, and 

* market research and development and market intelligence. 

These 	areas are discussed briefly below. 

Suggested Activities for USAID 

The forthcoming MARC and CAD projects are likely to have components that will 
be directed at facilitating horticultural export development. Areas such as market 
research and development and market intelligence clearly lie in the domain of the 
MARC project, whereas technical support for industry-based extension services 
would fall within the purview of the CAD project. The demarcation of activities 
such as assistance in establishing quality and grading standards would be less clear 
cut. Thus, with respect to horticultural development these two projects will need to 
be closely coordinated and integrated if maximum benefits are to be achieved. 

Facilitatingagribusiness investment through project identification andformulation 
Such 	a program is spelled out in detail in a paper prepared by Blood and McGregor
dealing with Hawaii's agricultural diversification as a possible paradigm for 
agribusiness development in the Pacific islands. In summary, agribusiness
investment could be accomplished in the following sequential stages: 

1. 	 Identify profitable export-orientated diversified agriculture projects that 
could be supported by small- to medium-sized joint venture businesses. 
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Some possible projects would include the development of an integrated
macadamia nut industry, and the establishment of papaya and guava puree 
processing facilities. 

2. 	 Evaluate all such projects in terms of comprehensive feasibility studies and 
business plans, including emphasis on risk factors, market development,
requirements for management expertise, extension and research support, and 
infrastructure development (i.e., essentially a turnkey approach). These 
evaluations should be performed to the most exacting requirements of 
international accounting firms and financiers. 

3. 	 Obtain an unequivocal commitment from the host government to afford
 
guarantees that protect the interests of overseas investors within
 
predetermined, agreed upon guidelines.
 

4. 	 Identify potential joint venture partners, both local and overseas, who would 
be attracted to and capable of managing the project. This phase is not easy,
and a high level of expertise is required in "tendering" the project to 
international local entrepreneurs. 

5. 	 Provide ongoing support for each project through training and the provision 
of specialized experts. 

6. 	 Provide loans to local shareholders to acquire the overseas equity once the 
project has been successfully stabilized. 

A program such as the one outlined above would go a long way in maximizing the 
participation of foreign joint venture partners in the development of the region's
horticulture industries. However, in the initial stages it must be recognized that 
attracting suitable new foreign companies for the development of smallholder-bued 
diversification crops will be difficult, although not insumountable, provided
appropriate incentives and guarantees can be provided. The fact that these 
investors need not necessarily directly acquire land simplifies the process. Some of 
the more successful companies in Hawaii's diversified agriculture could be a 
potential source of investment in this area. However, by and large, it will be 
necessary to develop an in-country capability. In this respact aid donors, technical 
assistance, and the development banks have an important role to play. 
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Technica support to commercial industry associations 

Selected industry associations can provide a focus for developing an in-country
capability. A strong commercially oriented industry association would be well 
placed to provide marketing, extension, and other services to its members and other 
suppliers. Fiji's Fresh Ginger Exporters Association (FFGEA) in addition to 
providing marketing support to its members is now developing its own extension 
service. The Association has employed a field officer, undertakes soil testing, and 
has prepared farmer training material. The main focus of these activities is to 
improve ginger quality. The industry would thus be well placed to absorb technical 
assistance from the Hawaiian industry in areas such as agronomic practices and 
post-harvest operations. FFGEA also benefits from assistance in activities such as 
product development and promotion. The CAD project provides the mechanism for 
such technology transfers. Similarly, Fiji's fresh fruit exporters are in the process of 
forming an association with the view of operating their own post-harvest treatment 
facilities. In other countries similar organizations could be examined for their 
commercial potential.9 

Strategically placed technical assistance can be crucial to the success of such 
organizations, as illustrated by Tonga's Friendly Islanders Marketing Cooperative
(FIMCO), which is now the Kingdom's largest exporter of vanilla beans, and New 
Guinea Islands Produce (NGIP) in Papua New Guinea's cocoa industry (McGregor, 
et al. 1990:18-23). 

Thus, in the pre-implementation phase of a project, presumedly CAD, a thorough
evaluation of the prospects and the specific technical assistance needs of producer
based organizations in the participating countries would be appropriate. In this 
respect, opportunities for facilitating intraregional technical assistance should be 
examined. For example, FIMCO, and in particular its USAID-funded financial 
manager, would be well placed to assist producer-based marketing organizations in 
other countries. Similarly, NGIP could be utilized in the establishment of a private 
plantation management industry in, perhaps, Fiji. 

Assistance in establishingquality andgrading standards 
Sustained horticultural industry development will depend -on achieving continuity of 
supply to the specification required by the market. A necessary condition for 
achieving this continuity is to have in place quality and grading standards that are 
consistent with market requirements. Aid could be effectively used in the 
preparation and publication of a manual of quality standards, presentation and 
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packaging, and quarantine requirements. The manual would need to be readily
usable by exporters, farmers, extension staff, and government quarantine officials. It
should be in loose-leaf form to enable it to be updated on a regular basis, and it 
should make abundant use of graphics and photographs. The manual also could 
include background information on markets and marketing. Supporting materials 
such as posters also could be prepared. As a part of this exercise, drafting
instructions should be prepared to translate the standards into legislation to ensure 
their enforcement. 

Such a manual should be prepared in close collaboration with importers, industry
and exporter groups, the SPC Plant Protection Program, and government produce
inspection and quarantine departments. The project would require from the outset 
the involvement of the exporting industries if it is to be effective. 

In 1987 FAO prepared a draft manual for Fiji's Ministry of Primary Industries on
"Export Control Standards for Selected Fruit and Vegetables." The manual covered 
12 commodities and dealt with markets, quality requirements, quarantine
requirements, grading, presentation and packaging requirements, and the package
of practices required to achieve the required standards. Informative colored 
photographs were included. The standards for papaya presented in the annex of this 
report are derived from this project. 

Considering the small amount of funds devoted to the exercise, a very credible 
product was achieved. Unfortunately, little follow-up was done in terms of the 
dissemination of this information to the concerned industries and in the 
enforcement of the standards presented. More progress in these areas would have 
been achieved if the project had included provisions for publication and distribution. 
FAO's efforts in Fiji could now be capitalized upon by being the starting point for 
the preparation of quality and grading manuals for use throughout the region. The 
effectiveness of any policy dialogue directed at the enforcement of quality standards
would be greatly enhanced by the existence of an authoritative published manual 
based on the requirements of the market. 

The provision ofpost-harvest treatmentfacilities and technical support 
The USDA is in the forefront of developing appropriate post-harvest treatment 
technology (Armstrong 1989, McGregor 1990a:20). Particularly encouraging is the 
development of a small-scale dry heat treatment unit that would be suitable for 
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small Pacific island exporters. The effective transfer of this technology to Pacific
island exporters should be in two stages: USAID could contribute to both stages. 

The immediate priority is for a concerted research program to test and certify DHT
units under the fruitfly regimes prevailing in the different Pacific islands. New 
Zealand already has commenced this work in the Cook Islands. The SPC has the
lead coordinating role to play in this urgent research. However, USAID iswell
 
placed to provide technical and other support.
 

With importer certification obtained, the next step is to transfer the technology to 
the fresh produce exporting industries in the region. The previous generation of 
vapor heat facilities, built of stainless steel and based on Japanese technology
stainless steel, had a capital cost running into several million dollars. Thus, Japan
mounted major infrastructure aid projects to supply these units to Thailand and the
Philippines. Fortunately, a similar act will not be necessary in the Pacific islands 
since the capital cost of the dry heat units currently being commercially used in the
Hawaii papaya industry is quite modest. However, the provision of technical 
support for export industries to operate these facilities will be essential. Support to 
government quarantine departments in undertaking their crucial certification role 
also will be necessary. 

Some initial expatriate management input is likely to be necessary, which would be 
part of an overall post-harvest treatmeiii training program conducted in-country and 
in Hawaii. Such training would involve the private sector "doers" as well as the 
government "inspectors and certifiers." 

Priate sector training 
The premise underlying these proposals is that the transfer of technology is best
achieved via agribusiness investors or commercial industry associations by using
expert staff and on-the-job training of local personnel. Furthermore, technology
transfers via government ministries, a course often followed due to the strictures of
aid, have proved to be highly ineffectual and should be avoided in the MARC and
CAD projects. 10 Scope exists for facilitating intraregional training utilizing private
sector organizations. For example, the Plantation Support Association (PSA) in
Vanuatu could send members to NGIP in Papua New Guinea for on-the-job 
training. 
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A program of focused field visits and secondments can prove to be very beneficial,
particularly to those already involved in the industry. The experience of the Fiji
ginger industry is a case in point. Following the marketing and export quality crisis 
of 1986 USAID agreed to fund a fact-finding trip to Hawaii. The Fiji team was
made up of exporters, farmers, and representatives of the Ministry of Primary
Industries. The team was able to observe the operations of the Hawaii industry
firsthand, which proved to be invaluable, as a result, the Fiji industry, supported by 
government, was able to put into place major reforms and improvements the
 
following year (McGregor 1988).
 

The time is now right for the ginger industry to undertake similar tour that could be 
extended to the marketplace. In addition, the papaya industries of Fiji and the 
Cook Islands could benefit from a similarly structured visit to the Hawaiian papaya
industry. Hawaii's ginger industry has been open and cooperative to Fiji. It is
hoped that other industries would adopt the same approach to the Pacific islands for 
they are not in direct competition with Hawaii due to seasonal and geographical
 
differences.
 

Sight should not be lost for private sector training within the region, USAID could
play a useful facilitating role in this respect. For instance, if Fiji was seriously
considering establishing a plantation management industry, extended secondment of 
personnel to a company such as NGIP would pay handsome dividends. Similarly, a 
microstate wishing to establish a vanilla industry could benefit from attaching
potential privaze sector participants to FIMCO. It isunderstood that Tonga already
has agreed to provide some assistance to Tuvalu with respect to establishing a
 
vanilla industry.
 

Market research anddevelopmen and market intelligence 
It is assumed that the MARC project will establish a facility similar to the South 
Pacific Trade Offices in Sydney and Auckland. Such an office could play a very
useful function in coordinating market research and market intelligence for U.S. 
markets. It could also assist in market development for selected products. The 
Trade Division of the Forum Secretariat, via the South Pacific Trade Office in 
Sydney, recently commissioned a study entitled "The Australian Market for Fruit 
and Vegetables from the Pacific Islands" (Hardin and Associates 1990), which was a 
report of the consultants at a workshop held in April. The workshop was attended 
by private sector representatives and senior government officials from throughout
the region. This author attended the workshop, from all indications it was highly 
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successful and generated considerable interest on the part of private sector 
participants. It also provided for government officials an awareness of opportunities 
and requirements of government in facilitating private sector participation. Arising 
from the workshop is a request to the Forum Secretariat to sponsor a similar study 
and workshop for the New Zealand market. Perhaps one of the first activities for 
MARCs "Los Angeles Office" could be to commission a companion study for North 
American markets. To complete the picture for the Pacific Rim, perhaps JIACA 
could be persuaded to undertake a similar exercise for Japan. To be fully useful 
such studies should not be one of exercises. They need to be regularly updated and 
followed up. For the North American market this follow-up would be a 
responsibility of the MARC project. 

Beyond broad market identification and market intelligence, a need exists for more 
detailed market and marketing development assistance for a select few products, 
preferably confined to situations in which an existing product could be tested in the 
market. Detailed market and marketing assessments would be linked to the project 
identification and formulation proposals made above. 
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Appendix 

Export Control Standards For Fiji Papaya 

This standard applies to pawpaws (Carica papaya) that are to be exported fresh to 
consumers. The preferred pawpaws are the Hawaiian Solo varieties and any others
approved by the controlling authority for export, if amarket demand exists. The 
main varieties are Sunrise, Kapoho, and Waimanalo Solo. 

Quality Requirements 

Minimum Requirements 
In all classes, subject to the special provisions for each class and the tolerances 
allowed, pawpaws must be 

* 	 intact and firm, 

* fresh in appearance,
 

* 
 clean 	and free of any visible foreign matter, 

• 	 free from rotting or deterioration that would.make them unfit for
 
consumption,
 

* free from blemish or bruising, sunburn, softness, and scars, 

" free from damage by pests and diseases, 

* 	 free from foreign odor, 

" well developed and of typical variety characteristic and not deformed, 

* of uniform shape, and 

" free from abnormal external moisture. 
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Pawpaws must be picked at the right stage of fruit development and maturity, which 
enables them to 

* 	 reach their destinations at a degree of ripeness acceptable to the 
consumers, 

0 	 withstand pcst-harvest handling and transportation, 

0 	 arrive in the best commercial standard possible, 

0 	 have a high brix count, and 

* 	 at least be at the breakpoint (color change) of picking. 

Classification 
Pawpaws are classified into two grades: 

Grad Pawpaws in this grade must be of superior quality. Shape and color must 
be characteristic of the variety. They must have minimal defects. Very slight 
superficial defects are acceptable provided they do not affect the quality, the 
keeping quality, the appearance, or the presentation in the package. 

.Grade " Pawpaws in this grade must be characteristic of the variety. The following 
slight defects are allowed provided they do not affect the general appearance of the 
fruit, the quality, the keeping quality, or the presentation in the package: 

* 	 slight shape defect, or 

0 	 slight skin defects due to rubbing, healed bruises, brown spots, or sunburn,
which are acceptable if the total area does not exceed 10 sq. cm and 10 cm 
in total length. 

The acceptable Hawaiian pawpaw shape iseither bell-shaped (hermaphrodite) or 
roundish (female), with the former commanding greater market preference; it 
should always be the choice for export unless consumer demand changes. 
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Both grades are for export. Preference for a particular grade depends on the
requirements of the importing country. Japan demands only Grade I pawpaws
whereas Australia, New Zealand, and Canada will accept both classes. 

Size requirements 
Size is determined by the weight of the fruit, as follows: 

Weight scale in grams
 
400g extended to 450g
 
450g " to 500g
 
500g " to 550g
 
550g " to 600g
 
600g " to 650g
 
650g " to 700g
 
700g " to 750g
 
750g " to 800g
 
800g to 850g
 
850g " to 900g
 
900g to 1,00Og
 

The weight of the fruit must be not less than 400g nor more than 1,000g (700g for 
the Japanese market). 

Tolerances 
Tolerances with respect to quality and size shall be allowed in each package for 
produce not satisfying the requirements for the grade indicated. 

1. Quality Tolerances 

G Ten percent by number or weight of pawpaws not satisfying the 
requirements of the grade but meeting those of Grade 2. 

rad2: Ten percent by number or weight of pawpaws satisfying neitLter therequirements of the grade nor the minimum requirements, with the exception of 
fruit affected by rotting, pest and disease damage, marked bruising, or any other 
deterioration rendering it unsuitable for export. 
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2. 	 Size Tolerances 

Frlgrades: Ten percent by number or weight of pawpaws satisfying the size 
immediately below or above the size concerned with a minimum of 400g for 
pawpaws classified in the smallest size (400g/450g). 

Presentation and Packaging Requirements 

Uniformity 

The 	contents of each package must be uniform and contain pawpaws of the same 
variety, grade, and size, subject to the tolerances permitted. 

Packaging 
Pawpaws must be packed in single layers in such a way as to protect them from 
transportation and handling damage. The fruit should be packed stem end down. 
Cartons should be filled to prevent excessive movement. The depth of the carton 
should allow a 10 mm (minimum) gap between the top of the fruit and the lid. 

The materials used inside the carton must be new, clean, nontoxic, and of a quality
that prevents external or internal damage to the fruit. Rubber foam (5 mm thick) or 
shredded paper may be used for fills in the carton or to wrap the fruit. Newspaper 
must not be used. The depth of the package should allow a 10 mm (minimum) gap 
between the top of the fruit and the lid. Packaging must be free from all foreign 
matter. 

Marking 
Each package must bear the following particulars: 

1. 	 Identificatiou: Exporters name and address, and accepted trademark
 
(optional).
 

2. 	 Nature of the produce: "Fiji Fresh Pawpaws," variety name, and graphic 
presentation (optional). 

3. 	 Origin of the produce: "Product of Fiji," district grown (optional), and farmer 
code. 
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4. 	 Commercial specifications: Either "Grade 1"or "Grade 2," number of fruit per 
carton, and net weight per carton. 

5. 	 Official control mark: The Quarantine Division's stamp of approval for export 
at the specified grade. 
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Endnotes 

1. 	 Due to excess capacity on the backoad of wide-body passenger aircraft, 
outgoing airfreight rates are relatively inexpensive and significantly less than 
the comparable cost of shipment from the U.S. mainland to Hawaii or from 
Japan to Hawaii. Garrod has shown that airlines, faced with competition, are 
willing to sell their backloading capacity at a rate that covers marginal cost 
(loading and unloading, etc., and small amount of additional fuel). The cost 
of the aircraft, the crew, landing fees, etc., have already been met and 
charged to the passengers. If the Hawaii horticultural export industries used 
specialized airfreighters the cost would be two to three times the existing rate 
(Garrod 1984:10). 

2. 	 The establishment and successful development of the fresh ginger export 
industry has been based on the marketing skills of a dynamic private sector. 
However, by the early 1980s the lack of order in the marketing of ginger 
began to seriously threaten the viability of the industry. A cutthroat, 
freewheeling marketing environment prevailed inwhich Fiji exporters to the 
North American market created market share by undercutting the prices of 
other Fiji exporters. Particularly destabilizing was the practice of some new 
exporters entering the market well down the marketing chain, even at the 
retail level, to secure a "foothold" inthe market. The discovery of a new 
buyer for Fiji ginger often was erroneously claimed to be a "new" market 
when in fact it merely represented a loss of market share for an existing 
wholesaler of Fiji ginger. By 1986 the situation had become chaotic, with 
around 100 importers of Fiji ginger operating at various levels in the 
marketing chain--even the small market of Honolulu had six importers. With 
the size of the market available to Fiji being essentially fixed, the total 
foreign exchange generated by the industry declined. The resulting 
marketing uncertainty created by price undercutting led to a loss of 
confidence in Fiji as a supply source at a time when competition from Brazil 
was increasing. 

3. 	 Australian importers have long complained about the "variable presentation 
and poor packing standards of Fiji papaya" (Eaton 1990:17). Eaton's markit 
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research observed "poor packing, underweight cartons and the inclusion ofboth over- and under-ripe fruit, which, as it had been harvested prematurely,
would never ripen" (Eaton 1990:19). Fiji's papaya industry now appears to
be entering an expansion phase with the entry of significant private sector 
marketing involvement (McGregor 1990a). 

4. For two months in 1989, at the apex of the papaya flush, the fumigation
facility was unserviceable while waiting for repairs by the Public Works 
Department. This situation caused chaos for the papaya and other 
horticultural export industries and further undermined Fiji's reputation as areliable supplier. These facilities continue to be unreliable. Exporters are 
currently complaining of blistered fruit resulting from excessive fumigation 
doses. 

5. 	 For the one-month period commencing July 1990, Fiji has air freighted an 
estimated 280 tonnes of ginger to the North American market utilizing the
scheduled northbound passenger services of Canadian., QANTAS, Air New
Zealand, and Air Marshalls. In the same month, Air New Zealand estimates 
that they carried 150 tonnes of Fiji produce to Los Angeles, which was made 
up of ginger, fish, taro, tumeric, and live fish. The capacity situation is
expected to improve further in 1991, with the expected increase in the 
number of Air New Zealand flights and the entry of Hawaiian Air and 
possibly Air Tunagru (the Kiribati flag carrier in collaboration with Aloha 
Airlines). 

6. Air Pacific has a 14-tonne capacity available on its weekly service to Japan,
of which an average of five tonnes isbeing uti~ized by sashimi tuna and on 
occasion windsurf sails. 

7. 	 Eaton describes the cargo space management performance of Fiji's NMA.
the marketing agent in a joint venture papaya project in which his company 
was involved, to quote: 

A further complication arose when the organization of air cargo 
space by NMA disintegrated; papaya dispatches to Australia 
became a day-to-day, wait-and-see exercise resulting in a "no 
win" situation where fruit that had already been ripe for one 
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week had to weir for the following weeks aircraft. For a fresh 
fruit export-oriented product, the availability and control of 
regular air cargo space is essential (Eaton 1990:91). 

This company subsequently became responsible for it own marketing and has 
been able to effectively secure and manage sufficient cargo space to meet its 
present requirements. 

8. 	 The maximum level set by FAO/WHO for EDB application is 0.1 ppm. The 
treatment of most tropical fruit from the Pacific islands far exceeds this 
standard. 

9. 	 A new processed ginger product recently has been developed by the giant
spice company, McCormick Schilling. Minced ginger and ginger/garlic 
combinations are bottled in small jars and targeted at the fresh convenience 
food market. Pureed ginger is seen as a rapidly growing market in both 
North America and Europe. Fiji has been selling some of its "off grade"
ginger for this market via a processor in California, Pacific Choice Brands. 
There would seem to be, through an appropriate joint venture, an excellent 
opportunity for downstream processing of this product in Fiji. 

10. 	 For example, Fiji's Ministry of Primary Industries, over the years, has 
benefited from visits by Professor Nakasone, from the University of Hawaii,
who developed most of the commercial Solo papaya varieties. He found the 
Ministry's seed production program to be totally unsatisfactory and made 
recommendations to rectify the situation (Nakasone, pers. comm.). 
However, these recommendations have never been acted upon and the 
commercial exporters now rely entirely on importing seed directly from 
Hawaii. Fortunately, seed purchased from the University of Hawaii has 
performed satisfactorily under Fiji conditions. However, the private sector 
could benefit from guidance in seed selection and papaya nursery 
management if the best results are to be obtained from this planting 
material. 
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DOCUMENT 


SUMMARY REPORT AND RECOMMENDATIONS TO USAID/SUVA
 
TO ASSIST WITH THE DESIGN OF THE
COMMERCIAL AGRICULTURAL DEVELOPMENT PROJECT PAPER
 

FOR FIJI, WESTERN SAMOA AND VANUATU
 

November 14, 1991
 

Submitted by
 

John W. Armstrong, Supervisory Research Entomologist

USDA - Agricultural Research Service


Tropical Fruit and Vegetable Research Laboratory

P. 0. Box 4459, Hilo, Hawaii 96720
 

Introductory and 
trip report information covering my travel to
Fiji, Western Samoa, and 
Vanuatu, and my interviews with commercial
sector and government personnel in 
those countries, are given in
Document 1: 
Trip and Technical Report to USAID/SUVA for the Commercial
Agricultural Development Project 
Paper Covering 
the South Pacific
Island Nations 
(SPIN) of Fiji, Western Samoa, and Vanuatu (enclosed).
This document (Document 2) includes 
my summary statements and
recommendations for Commercial Agricultural Development Project 
(CAD)
involvement in each country.
 

Quarantine regulatory agencies and
to laws exist in most countries
prevent the spread of pests and diseases into areas where they do
not already 
occur. Carefully and rigorously applied quarantine
methods have restricted the spread 
of exotic pests and diseases.
However, with increasing travel 
and trade worldwide, quarantine
barriers are 
becoming increasingly difficult 
to maintain 
 see
new pest introductions occurring at 
and we 


a startling 
rate. With growing
demand for expanded agricultural trade, especially 
in exotic fruits,
simple exclusion of potentially infested products is 
an unsatisfactory
response to 
quarantine requirements. 
 For example, trade prohibition
can lead to smuggling of fruit, perhaps one of the major ways
tephritid fruit flies are 
introduced into 
new areas. 
 Thus, assisting
in the transfer of appropriate quarantine 
treatment technologies can
be seen-as a way of protecting U.S. agricultural industries.
 

From about 1978, the USDA-Agricultural Research Service (ARS) has
promoted basic and applied research 
to develop quarantine treatments
against fruit flies in fresh fruit of export importance. 
Since before
the deregistration of ethylene dibromide as 
a postharvest fumigant in
1984, USDA-ARS emphasized the need 
to develop alternatives to toxic
compounds. During the past 
five years, USDA-ARS research helped
refine numerous 
known quarantine treatment technologies and develcped
new quarantine 
treatment technologies including 
hot-water immersion
and hot forced air treatments to disinfest fruit 
flies from fruits.
Today, USDA-ARS continues 
 to transfer quarantine treatment
technologies 
to USDA-Animal 
and Plant Health Inspection Service
(APHIS) plant protection and quarantine programs, especially for
tephritid fruit flies, to counterpart research and regulatory agencies
in Japan, Southeast Asia, the South Pacific, Canada, Central and South
America, and the Caribbean.
 



This technical report to USAID/SUVA follows my review of on-going
plant protection and quarantine services being undertaken in the South
Pacific region in conjunction with the South Pacific Commission (SPC)
Plant Protection Service 
(PPS) based in Suva, Fiji, and interviews
with plant protection and quarantine scientific and regulatory
personnel, 
government agricultural officials, 
and producers and
exporters of agricultural commodities of economic and quarantine
importance in 
the 	South Pacific nations of Fiji, Vanuatu and Western
Samoa during September 1-23, 1991. 
 This report is a support document
to aid in the design of the CAD Project paper for SPIN.
 

There are many elements involved with the successful development
of agricultural local/export markets regardless 
of country. Some of
the major elements the CAD is concerned with include:
 
1. 
the 	capability of continually producing a desirable product
 

of uniform quality that is commercially competitive
 

2. 	strong and stable local/export markets
 

3. 	cost-effective and reliable transportation and distribution
 
systems
 

4. 
current knowledge of regulatory barriers and quarantine

issues for both exporting and importing countries
 

5. supportive/responsive government scientific and regulatory

systems/infrastructures for dealing with regulatory barriers
 
and quarantine issues
 

6. 	available/applicable technologies to solve regulatory barrier
 
and 	quarantine problems
 

7. 	viable and dynamic marketing and processing businesses
 

8. 	strong industry associations of producers and marketers
 

9. 	interfacing groups comprised of members from the commercial

and government sectors to facilitate problem solving
 

My summary report and recommendations focus primarily on 
items 4
through 6, which are the regulatory and quarantine aspects of
commercial 
agricultural development. Weakness in or absence of any
one of these elements can disrupt or prevent agricultural development.
Therefore, these aspects 
for 	each country need to be addressed before
commercial agricultural development, especially 
for export markets,
can 	proceed. The CAD has 
an 	important contribution to make 
in this
 
respect.
 

Quarantine is a broad subject that covers a wide range of topics
including, but not limited to, diseases of animals and plants, disease
vectors, insects, nematodes, weeds, 
and many other pests, the
quarantine laws and 
agencies that 
regulate commodity movement, and
quarantine treatments to disinfest exported commodities. My report is
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concerned primarily with 
quarantine entomology, with particular
emphasis on 
tephritid fruit flies and the research and development of

quarantine treatments.
 

The research and development of 
quarantine treatments requires
the following general procedures and information:
 

1. Determine which fruit fly species are present 
in the area
where crops (e.g., fruit) are harvested for export, the fruit
fly distribution, 
host range and quarantine importance
importing to
countries (includes preliminary contacts with

regulatory agencies of importing countries). 

the
 

2. Determine the host status of the 
fruit for fruit fly
infestation and 
host/pest relationships for fruit that are
 
hosts.
 

3. 
Develop techniques for mass-rearing fruit flies of quarantine
importance in the laboratory for experiments (includes fruit

fly biology and life cycle information).
 

4. Select candidate quarantine treatment technologies, (e.g.,
heat or cold treatments) that the 
fruit will tolerate.
Quarantine treatment technologies, primarily laboratory
equipment and 
research methods necessary for basic studies,
 
are transferred at this point.
 

5. Perform tolerance/quality 
tests of treatments against fruit
 
in the laboratory.
 

6. 
Develop thermal mortality data for fruit fly eggs and larvae.
 

7. Develop treatment efficacy data is
that acceptable to the
regulatory agencies of importing countries (includes approved
quarantine treatment 
security statistics). Commercial
treatment technology and equipment is transferred to coincide
with the completion of efficacy data and 
the initiation of

confirmatory testing.
 

8. Perform confirmatory tests 
as required by the regulatory

agencies of importing countries.
 

9. 
Submit data to the regulatory agencies of importing countries
for approval. All research data may require 
review by the
regulatory agencies of 
importing countries, and regulatory
personnel may directly 
observe experimental procedures,

particularly during confirmatory tests.
 

For purpose of discussion herein, this list of requirements is
called the Quarantine treatment 
(QT) Flow Chart, and requirements 1-3,
4-6, and 7-9 are the preliminary, intermediate, and final stages,
respectively, for quarantine treatments research and development. The
successful completion of the preliminary stage determines when a SPIN
is ready for the initial quarantine treatment technology transfer of
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research equipment and methods. 
 The successful completion of the
intermediate stage determines when a SPIN is ready 
for transfer of
commercial treatment technology and equipment. 
 I used theseprocedures and information requirements to determine the progress ofeach SPIN toward developing the quarantine treatments needed for their
exports, and the research time line chart 
(Figure 1). The time lines
shown in Figure 1 represent estimated minimum times that will be
required to complete each of the three stages of the QT 
Flow Chart.
Delays in the fly
determining fruit 
 species present and their
distribution and host status, 
or in developing rearing methods, will
increase the 
time lines. Although the intermediate and final phases
can often be initiated before completion of the preliminary stage, the
two latter stages cannot be completed without the basic information

provided during the preliminary stage.
 

The post-fumigation-era quarantine treatment 
technologies
available today 
use heat and/or cold treatment in the form of hotwater 
immersion, vapor heat, high-temperature forced-air, and
refrigeration. These treatments 

of 

increase or decrease the temperature
the host beyond the thermal limits of the target quarantine pest.
Pesticide use, especially for postharvest use on fruit and vegetables,
has declined in the developed nations over the past decade. 
 It should
be noted that none of the quarantine treatment technologies available
for transfer to the SPIN use toxic compounds. In fact, both hot-water
immersion and high-temperature forced-air treatments were developed as
alternatives to fumigation for tropical fruits, such 
as litchi, mango,

and papaya.
 

Australia, Japan, New Zealand, the U.S., 
and other countries have
private, state and/or fecoral research agencies that supply scientific
data from the research an! development of quarantine treatments to the
regulatory agencies. 
 In these countries, the needs of the 
commercial
sector and regulatory agencies directly influence research activities.

Grower/exporter groups usually represent 
the commercial sector.
existence 
of--and close working relationship between 

The
 
regulatory and
research agencies and commercial sector groups facilitates the timely
development of quarantine treatments in developed countries. 
 I looked
for this important-aspect in each SPIN I visited because of its impact
on the research and development of quarantine treatments.
 

As quarantine treatment 
research and development studies 
are
eventually completed in the various SPIN, the data must be 
submitted
for review by the regulatory agency in each 
country targeted for
marketing exported agricultural commodities. Cross-acceptance of
treatment technologies and research data for different treatments will
 occur among some countries and not others. 
 For example, the hightemperature forced-air 
(HTFA) treatment technology is accepted by
Australia, New Zealand and 
tha U.S., .ut not 
yet by Japan (which is
presently reviewing HTFA data from the U.S.). 
 Furthermore, quarantine
statistics required to show quarantine treatment efficacy differ among
countries. Therefore, each should
SPIN initiate discussions with
regulatory agencies in each country 
targeted for marketing at the
onset of quarantine treatment research. 
Preliminary discussion should
identify what tests 
and quarantine statistics are required to prove
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treatment 
quarantine security, 
and whether there 
are any other
requirements specific to the regulatory agency in each country.
 

FIJI
 
In general, Fiji has the most advantages for immediate impact by
the CAD of the three SPIN covered in this
effective report. Fiji has
and reliable surface and costair transportation
agricultural for exporting
commodities, 
and responsive
regulatory agencies government scientific
to 
deal with regulatory barriers 

and
 
issues. Both and quarantine
commercial 
and government sectors have
within 
their sectors that formed groups
 
quarantine problems. 

are dealing with commercial export and
 
interfacing 

These groups should eventually coalesce to form
groups comprised of 
members
facilitate problem solving. from both sectors 
to
 
regarding the species of fruit flies found in the country, with massrearing techniques and 


Fiji also has the best information
 

some host 
status information already made
available by the on-going FAO South Pacific Regional Fruit Fly Project
(SPRFFP). The 
fruit and vegetable industry 
of Fiji is rapidly
expanding to develop export markets in Australia and New Zealand,
which the limiting factor in most for
cases 
will be fruit flies and
need for quarantine treatment the
 
best potential technology. Therefore, Fiji has
to the
immediately benefit from the transfer of quarantine
treatment technology through the auspices of the CAD.
 

Most fruit and vegetables exported 
from Fiji must be
with ethylene dibromide fumigated
(EDB) to kill 
any fruit
present in the commodity. fly eggs or larvae
 
(PPQ) Service at 

The Fiji Plant Protection and Quarantine
Nadi Airport is responsible
commodities for fumigating
and processing the
the phytosanitary 
certificates.
observations at the Nadi fumigation facility and discussions with PPQ
personnel and exporters lead me 


My
 

to conclude that 
the EDB fumigations
are not done with precision. 
 Improper fumigation causes
loss of quality, or, scalding and
at worst, infested 
commodities
destination. This arriving at
problem can 
be solved by replacing poor fumigant
concentration monitoring equipment and by additional 
training of PPQ
personnel. in fumigation procedures and equipment maintenance
calibration. 
I recommend and
that the
changed fumigant monitoring method be
from a Hassler Fumiscope to Kitagawa tubes,
accurate and which are more
require little 
or no maintenance
Immediate assistance from New 
and no calibration.


Zealand might be
because appropriate
New Zealand here
Ministry of Agriculture and
responsible Fisheries (MAF) is
for certifying 
the chamber for fumigating
exported to their country. commodities

One or two major exporters should also be
involved in these training programs because they are directly impacted
by the fumigation service they receive. 
The more exporters know about
fumigation, the better service they will demand.
 

Training PPQ personnel and exporters in fumigation procedures is
a temporary measure 
for Fiji's agricultural export industry.
one to two years, Within
the allowable EDB residue tolerance for fruit and
vegetables imported into Australia and New Zealand will be reduced to
effectively preclude 
the use 
of this fumigant. The 
only remaining
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concerned primarily with quarantine entomology, with particular
emphasis 
on tephritid fruit flies and the research and development of
quarantine treatments.
 

The research and development of quarantine 
treatments requires
the following general procedures and information:
 

1. Determine which 
fruit fly species are present in 
the area
where crops (e.g., fruit) are harvested for export, the fruit
fly distribution, 
host range and quarantine importance
importing countries to
(includes preliminary contacts 
with the
regulatory agencies of importing countries).
 

2. Determine 
the host status of the fruit for fruit fly
infestation and 
host/pest relationships for fruit that are

hosts.
 

3. 
Develop techniques for mass-rearing fruit flies of quarantine
importance in the laboratory for experiments (includes 
fruit
fly biology and life cycle information).
 

4. Select candidate quarantine 
treatment technologies, (e.g.,
heat or cold treatments) that 
the fruit will tolerate.
Quarantine treatment 
technologies, 
primarily laboratory
equipment and research methods 
necessary 
for basic studies,
are transferred at this point.
 
5. Perform tolerance/quality tests 
of treatments against fruit
 

in the laboratory.
 

6. 
Develop thermal mortality data for fruit fly eggs and larvae.
 
7. Develop treatment efficacy data is
that acceptable to the
regulatory agencies of importing countries (includes approved
quarantine treatment 
security statistics). Commercial
treatment technology and equipment is transferred to coincide
with the completion of efficacy data and 
the initiation of
confirmatory testing.
 

8. Perform confirmatory 
tests as required by the regulatory

agencies of importing countries.
 

9. 
Submit data to the regulatory agencies of importing countries
for approval. All research data may require review by the
regulatory agencies 
of importing countries, and regulatory
personnel may directly observe 
experimental procedures,
particularly during confirmatory tests.
 

For purpose of discussion herein, this list of requirements is
called the Quarantine treatment 
(QT) Flow Chart, and requirements 1-3,
4-6, and 7-9 are the preliminary, intermediate, and final stages,
respectively, for quarantine treatments 
research and development. The
successful completion of the preliminary stage determines when a SPIN
is ready for the 
initial quarantine 
treatment technology transfer of
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fumigants are methyl bromide 
and phosphine, which are usually too
phytotoxic for use on 
fresh fruit and vegetables. Fiji should begin
immediately to develop alternative quarantine treatments for fruit and

vegetables of export importance.
 

The SPRFFP, directed by Mr. Allan Allwood, has advanced Fiji 
in
the QT Flow Chart whereby most of the preliminary stage is complete.
The information developed by the SPRFFP is directly impacting on-going
PPQ efforts in Fiji by determining exactly what fruit fly species 
are
present, and their distribution and host range. 
 The SPRFFP is also
developing host status information for some vegetables of export
importance. 
 Rearing methods were developed for two fruit fly species
of major quarantine importance and laboratory colonies have
established. Fiji is 
been
 

now ready to initiate the intermediate stage of
quarantine treatment 
research in the laboratory for capsicums,

cucurbits, okra, papaya, squash, 
and zucchini, all crops of major
export potential. The HTFA treatment technology, which was developed
for papaya exported from Hawaii and has shown 
potential for other
fruit and vegetables, should be adopted by Fiji. 
 Laboratory research
to accomplish the intermediate 
stage will require transient
temperature water baths to determine the thermal mortality 
rates for
the eggs and larvae of fruit fly species of quarantine importance, and
 a small-scale HTFA treatment chamber to both
run tolerance/quality

tests and preliminary efficacy tests with papaya. 
 The CAD should act
immediately to begin transferring this treatment technology and the
necessary equipment to Fiji. 
 The research component of CAD technology
transfer should be through the SPRFFP, and 
the work should be done
under the auspices of 
the SPRFFP. To ensure acceptance of research
data developed by the SPRFFP, the project should immediately establish
communications with the regulatory agencies in all countries targeted

for marketing. 
 Fiji government research (Koronivia) and PPQ personnel
should also be involved in the research program 
to increase staff

needed to accomplish 
the workload, and because eventually PPQ
personnekl will be required to certify commercial 
treatment facilities

and monitor and certify treatments. With the completion of the
research phase, the responsibility for operating treatment facilities
 must be immediately passed to the commercial 
sector. During the
research, the commercial sector must provide fruit for tests and
acquire 
a working knowledge of HTFA treatment operation, treatment
facility requirements, and cost factors. 
 I recommend that the CAD
coordinate efforts maintain
to close commercial sector support for
quarantine treatment research and development. I recommend that the
commercial treatment facilities be built by and/or owned and operated
by an industry association or privately contracted commercial operator
to provide direct service to growers/exporters to maintain

privatization of agricultural 

the
 
commerce. The CAD should provide
training to the scientific, regulatory and commercial 
sectors through


study tours to Hawaii to observe on-going commercial, research and
 
regulatory operations.
 

During the intermediate and final 
stages of the QT Flow Chart,
engineering capability apd expertise will 
be required to design and
construct laboratory test equipment and prototype commercial treatment
facilities. I recommend using the 
resources of the University of
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Hawaii Department of Agricultural Engineering and, 
specifically, the
expertise of 
Dr. Michael Williamson. 
 Dr. Williamson 
has worked
closely with the 
USDA laboratory 
in Hilo on the development of
HTFA quarantine treatment for papaya, 
the
 

and he designed and built the
first 
prototype commercial 
HTFA treatment research 
facility and the
first mobile HTFA treatment facility for treating papaya exported from
Hawaii. 
 Dr. Williamson was also responsible for developing regulatory
certification 
procedures for certifying HTFA 
treatment facilities.
The CAD can access Dr. Williamson 
and other University of Hawaii
personnel under PASA
a (see enclosed letter 
from Dr. Noel Kefford
dated November 5, 1991 regarding this subject).
 

In addition to the 
 SPRFFP work described above, Mr. Allwood 
is
developing integrated pest management strategies 
in the form of bait
sprays and bait spray application methods. 
 Bait sprays reduce fruit
fly populations and infestations in growing areas, and thereby reduce
dependence on and 
use of pesticides. Techniques 
such as trap crops
°sprayed with bait sprays will also decrease the use of pesticides and
pesticide residues in fruit and vegetables. Biological control, which
is a valuable method of controlling many economic agricultural pests,
is not a viable method 
for controlling fruit flies at this time 
and
should not be considered a research priority in any of the SPIN. 
This
view should be conveyed to the German Biological Control Project
(GBCP) that is currently formalizing its work program.
 

Whereas -fruit flies 
are the limiting factor in 
the export of
fruit and vegetables, nematodes are the limiting factor in the export
of root crops from Fiji. Ginger is the major root crop 
of export
importance. 
 Similar to the situation with 
fruit flies, there is a
lack of information regarding what species of nematodes of quarantine
importance are found in 
Fiji (specifically the golden nematode), 
and
the host status of at
ginger different 
stages of maturity and in
different growing areas. 
 The absence of this information has closed
the huge Japanese market for fresh ginger from Fiji. 
 I recommend the
placement of a nematologist in Fiji 
to do a short-term study
specifically answer these questions. to
 
I suggest using the expertise of
a nematologist from Japan because Fiji is concerned specifically with
the Japan ginger market. This 
matter should be conveyed to JIACA (Japan equivalent to USAID).
 

Scale insects are a limiting factor 
in the export of ginger to
Canada and the 
U.S. Non-chemical methods 
for controlling these
quarantine pests 
in the field and postharvest quarantine 
treatments
need to be studied. 
 The CAD should determine the potential for the
GBCP to work 
on this problem, and develop 
expert resources 
to
determine whether treatment technologies, such as ultrasonic cleaning
and hot-water immersion 
are applicable. Biological 
Control of
quarantine pests, 
other than fruit flies, may reduce dependence on
pesticides and the severity of quarantine treatments if infestation is
greatly reduced.
 

Another 
root crop of major economic potential is kava for nontraditional uses 
in the herbal and pharmaceutical industries. 
The CAD
should assist in determining 
the marketing potential for kava, which
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is a commodity that can be processed for export in Fiji and that has
no quarantine restrictions in the processed form.
 

SPECIFIC RECOMMENDATIONS AND/OR INTERVENTIONS
 

1. Provide training programs 
for PPQ and industry personnel in
fumigation procedures, and 
the calibration and maintenance of
equipment. 
One or two members from grower/exporter groups should
be included in the training programs
 

2. Provide literature and encourage PPQ 
to change the EDB fumigant
concentration monitoring 
method from Hassler Fumiscopes to
 
Kitagawa tubes.
 

NOTE: Because cannot
Fiji wait for the start of the CAD to
develop responses to recommendations be
1 and 2, it may
appropriate for the CAD to 
request some 
action from New Zealand
MAF because this regulatory agency has 
been involved with the
certification/inspection of the chamber in Fiji.
 
3. Work closely with the 
SPRFFP to transfer quarantine treatment
research and development technology. Research is under the
direction of the 
SPRFFP with the 
CAD working closely with the
commercial sector to coordinate and 
maintain direction, support
and transfer of information.
 

4. Invite regulatory personnel 
from countries targeted export
as
markets to identify quarantine problems and acceptable research
data and quarantine security statistics 
for non-host commodities
and quarantine treatments. Problems should 
then be classified
and prioritized based on the probable cost to find the solutions

and the potential economic returns.
 

5. 
Initiate quarantine treatment technology transfer to the 
 SPRFFP,
beginning with laboratory equipment and research techniques (see

equipment/cost list).
 

6. 
Develop training programs and study tours to Hawaii for 
 SPRFFP,
PPQ, and other Fiji 
research personnel, and one 
or
grower/exporters two
to observe on-going commercial, research and

regulatory operations.
 

7. Coordinate commercial 
sector efforts to design and/or build
and/or purchase appropriate commercial 
quarantine treatment
facilities. Where engineering expertise is required, obtain the
support of the University of Hawaii 
Department of Agricultural
Engineering (see list of equipment/costs and personnel/travel).
 

8. Provide training to the regulatory and commercial sectors 
in the
certification 
and operation of commercial quarantine 
treatment
facilities through training courses and study tours.
 

9. Convey 
to JIACA the need for a nematologist from Japan to
determine the species of nematodes found in Fiji, and whether the
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golden nematode is present.
 

10. Determine the potential for 
the GBCP to develop biological
control measures for insects of quarantine importance, other than
fruit flies, 
that could reduce dependence on pesticides and the
severity of quarantine treatments.
 

11. Assist in determining the 
marketing potential for exporting,
which is a commodity that can be processed for export in Fiji and
that has no quarantine restrictions in the processed form.
 
12. Develop expert 
information to determine whether treatments, such
as hot-water immersion 
and ultrasonic cleaning, applicable
quarantine treatment technologies for root crops.
 

EQUIPMENT/COSTS
 

1. Transient-temperature water bath system
.................... 
$ 4,500
 
2. Laboratory-scale HTFA treatment facility 
................... 
$25,000
 

PERSONNEL/1992 TRAVEL TO FIJI
 

1. John Armstrong ............ 1 trip for 3 weeks,
 
includes participation in theCrawford Foundation Conference.. .$ 6,500 

2. Michael Williamson ........ 1 trip for 1 week
................ 
$ 3,000
 
3. USDA-APHIS-PPQ person ..... 1 trip for 1 week
................ 
$ 3,000
 

WESTERN SAMOA
 
In general, W. Samoa is in the preliminary stage of the QT Flow
Chart. Although several fruit 
fly species are to
known occur in W.
Samoa, the presence 
of other species is questionable. Furthermore,
little is known about the 
fruit fly locality and host ranges 
or the
host status of fruits of export importance.
 

W. Samoa has reliable but limited 
surface transportation
available 
for exporting agricultural commodities, but the potential
for 
increased surface shipment capabilities is good. Unfortunately,
W. Samoa does not 
have reliable air transportation for exporting
agricultural commodities, which will 
not change unless more air
carriers service 
W. Samoa or the 
present air carriers make 
a
commitment to provide better service.
 

The government 
sector is limited in its capabilities to
services provide
needed to export agricultural commodities, but this problem
can be 
overcome with additional funding, personnel and training. 
 The
private sector consists of entrepreneurs that have 
not yet developed
into commercial groups capable of dealing with export and quarantine
problems or interfacing with the government sector to 
facilitate
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problem solving.
 

Presently, taro 
is the major agricultural
importance, although crop of export
test shipments of bananas 
to New Zealand were
initiated 
with a good potential

requirements (such 

for success if export quarantine
as 
 shipping only mature-green
consistently met and good fruit quality is maintained. 
fruit) are
 

Although the SPRFFP has done some basic work, W. Samoa needs to
accelerate its 
fruit fly research programs, especially those 
areas
that impact the preliminary stage of the QT Flow Chart. 
 Furthermore,
there are several areas where the transfer of quarantine treatment and
other technologies through 
the auspices of the CAD 
can immediately
benefit the export of agricultural commodities from W. Samoa.
 

Specifically, W. Samoa needs to accelerate its fruit fly research
programs through the auspices of Mr. Allwood's SPRFFP to:
 
1. Determine the exact number of fruit fly species that occur in 
W.
Samoa and their locality and host ranges.
 

2. Determine 
the host status of fruit and 
vegetables of 
export
importance at different stages of maturity.
 
3. Develop mass-rearing techniques 
for
quarantine importance provide 

fruit fly species of
to 
 material for laboratory/field
studies to 
determine host/pest relationships, biology and life
cycle information, and 
(later) baseline studies 
of tolerance to
candidate quarantine treatments.
 

The CAD and SPRFFP must work together in a combined effort with
the SPRFFP responsible for the fruit fly research and the CAD working
with the commercial sector. The 
eventual transfer 
of quarantine
treatment technology will be through 
the CAD and following on the
results from SPRFFP research. All aspects of fruit 
fly research can
be augmented through the cooperative efforts of UW Alafua Campus and
the Department of Agriculture/Nu'u Research Center. 
Graduate students
should be 
used to develop 
needed information through degree-oriented
studies. 
 A UN volunteer (UNV) under Mr. Allwood's direction should be
placed in W. Samoa to 
facilitate and 
coordinate fruit 
fly research
efforts. Furthermore, the FAO Fruit Tree Project should be 
involved
in testing host
the status of 
the new fruits of export importance
being developed for cultivation in W. 
Samoa,, and quality studies
(later) to determine the fruit tolerance to candidate quarantine
treatments. 
 To ensure acceptance of research 
data, communications
should be established immediately with the regulatory agencies in all
countries targeted 
for marketing of agricultural commodities.
communications These
should be established through the 
W. Samoa Department
of Agriculture PPQ because 
this regulatory agency 
is responsible for
phytosanitary certification of all export commodities.
 

In addition to the 
fruit fly research, the presence of
insects, nematodes and other
other pests of quarantine importance must
determined be
and adequate quarantine treatments 
must be developed as
 



F-il
 

necessary. Basic information on quarantine pests 
should be obtained
from regulatory agencies 
in the countries
This targeted for marketing.
also needs be
to done under the auspices of the W. Samoa
Department of Agriculture PPQ.
 

W. Samoa has good potential for establishing export markets for
bananas in New 
Zealand. 
 However, optimum harvesting, handling,
quarantine, and shipping procedures must be developed to maximize this
opportunity. The 
CAD should provide training courses 
to government
and commercial sector personnel through study tours 
to Hawaii to view
commercial banana operations. There is 
a basis 
for the establishment
of a banana grower/exporter group in W. Samoa. 
 The establishment of
such a group would greatly benefit a W. Samoa banana export industry.
The CAD should encourage the formation of banana
a grower/exporter
group by providing contact with experts in this area 
of marketing.
 
Although bananas at the mature-green stage of ripeness are 
not a
fruit 
fly host in W. Samoa, the use 
of hot-water immersion 
treatment
may provide postharvest decay control, 
slower ripening and prolonged
shelflife, removal of surface pests of quarantine importance (such as
scales, mealy bugs, and "hitch hikers"), and fruit that
appearance. are clean in
Hot-water immersion technology is available for transfer
to W. Samoa through the auspices of the CAD. 
 Both quality
efficacy studies are and
needed and can 
be done by USP graduate students
and/or Nu'u Research Center personnel with direct input from
commercial sector. the
Equipment required for hot-water immersion quality
studies include 
a hot-water immersion 
tank with electric or liquid
propane heater and 
a water circulator system, 
a thermostatic heater
controller, a data 
logger with thermocouples 
and leads to monitor
temperatures, a calibration thermometer, and a fruit immersing basket.
 

PPQ regulatory personnel

detection and 

in W. Samoa are trained primarily in
treatment of quarantine pests 
on imported commodities.
An increase 
in the number of PPQ personnel and training in export
quarantine treatments 
and practices 
is required, especially for
treatment technologies 
other than fumigation. 
 The CAD can provide
training courses and study tours to Hawaii where PPQ personnel can see
new quarantine technologieg in use and on-going USDA-APHIS operations.
Training and study tours are 
also needed for all countries targeted
for marketing W. Samoa agricultural commodities.
 

The production of taro, 
the main economic crop in W. Samoa for
local consumption and export, was limited by the taro armyworm, 
which
has become a major economic pest. 
 Control measures must be developed
for the taro armyworm if W. Samoa is to maintain uniform productivity.
The Department of Agriculture, 
Nu'u Research Center, and the South
Pacific Commission (especially the 
GBCP) should 
develop coordinated
research to provide the necessary control measures.
should The taro armyworm
be a research priority for 
the GBCP, which may have
technologies for controlling the taro armyworm.
 

A taro washer is needed to handle the potential export volume of
taro. 
 The University of Hawaii Department of Agriculture Engineering
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has 	developed technology in this 
area. The CAD should work with Dr.
Michael Williamson to transfer taro washer technology to W. Samoa or,
if necessary, to develop the needed taro washer technology.
 

Kava is another root crop with 
major export potential for W.
Samoa for non-traditional. uses 
in the herbal and pharmaceutical

industries. Nu'u Research Center has begun a 
kava germplasm
collection and breeding program because of 
the increased demand
worldwide for this agricultural commodity. 
 The 	CAD should assist in
determining 
the 	marketing potential for kava, which is a commodity
that can be processed for export in W. Samoa and that has no
quarantine restrictions in the processed form.
 

Fruit juices and purees, and 
coconut cream, offer potential
export markets for W. Samoa. 
 The 	CAD should assess the potential for
expansion of these industries and aid 
in the transfer of processing
technologies, such as 
ultra heat treatment. 
 Dr. 	Harvey Chan, USDA-ARS
Tropical 
Fruit and Vegetable Research Laboratory, Hilo, Hawaii, 
was
responsible for research 
toward the development of papaya and guava
purees, and has worked with fruit juice technologies. Dr. Chan should
be brought to W. Samoa to help the CAD assess the 
fruit juice and
 puree industry technology requirements to successfully enter this
export market. 
Dr. 	Chan would also be able to determine the potential
for 	transferring ultra heat treatment technology to W. Samoa.
 

Wheneve'r possible, the CAD should encourage 
and support the
formation of grower/exporter groups that can speak to 
the 	problems of
their respective agricultural industries and interface with the proper
research and regulatory agencies 
to develop solutions that will
 
maintain strong export capabilities.
 

SPECIFIC RECOMMENDATIONS AND/OR INTERVENTIONS
 

1. 	Coordinate efforts with the 
 SPRFFP to accelerate its program in

W. 	Samoa through liaison activities with the Department of
Agriculture/Nu'u Research Center and USP Alafua Campus. 
 Develop
commercial sector sponsorship of research that directly support

the SPRFFP, primarily through the 
use of the graduate student
 
program at USP. Specific research problems that impact the
 
commercial agricultural sector include:
 

A. Determine what fruit fly species 
are present in W. Samoa,

and their location and host ranges.
 

B. 	Determine the host status of 
'Giant Cavendish' bananas for
 
export.
 

C. 	Develop optimum production, harvesting, handling, packing,

and shipping procedures and conditions for 
'Giant Cavendish'

bananas. The CAD can provide training courses and study
tours 
to major banana producing areas, such as Hawaii, 
for

Department of Agriculture, research, and commercial sector
 
personnel.
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D. 
Determine the feasibility of hot-water immersion treatment to
clean bananas, provide quarantine security against quarantine
pests other than 
fruit flies, delay ripening to prolong
shelflife, and 
provide postharvest decay control. 
 The CAD
should 
assist in the transfer of hot-water immersion
 
treatment technology.
 

E. 
Develop rearing procedures, including egg collection methods
and larval diets, for fruit fly of
species quarantine

importance found in W. Samoa.
 

F. Develop thermal mortality data for the and
eggs larvae of
fruit flies of quarantine importance.
 

G. 
Develop quality data for the effects of quarantine treatment
technologies on fruit and vegetables of export importance.
 

H. Develop efficacy data for 
applicable quarantine treatment
technologies for fruit and vegetables of export importance to
meet the regulatory standards of importing countries.
 
I. Determine 
the host status for and
fruit vegetables
economic and export importance. of
 

Non-host fruit and vegetable
exports will not require quarantine treatment.
 

Because there are so many potential degr~e-oriented projects, the
CAD should work with the commercial sector to assess 
the export
potential of fruit and vegetables and prioritize research on
basis of commercial sector needs. 
the
 

la. The CAD should transfer hot-water immersion treatment 
technology
through training and study tours to Hawaii, and by providing the
needed hot-water treatment 
equipment for quality and 
efficacy

studies.
 

lb. The 
CAD should encourage the placement of 
a UNV in W. Samoa to
coordinate the 
 SPRFFP and other research projects impacting the
commercial agricultural development of W. Samoa.
 
2. Provide training and study for
tours 
 Department of Agriculture
PPQ personnel to 
learn export quarantine procedures in the
countries targeted for 
marketing W. 
Samoa agricultural


commodities.
 

3. Work with taro 
growers and exporters in W. Samoa 
to obtain SPC
help in developing control methods for the taro army worm.
 
4. Transfer technology leading to 
the development of 
 a taro washer
for taro exported from W. Samoa. The taro washer may need 
to
incorporate hot-water treatment technology to provide quarantine
security for some 
importing countries.
 

5. Assess the potential for exporting 
fruit juices, fruit purees,
and coconut cream from 
W. Samoa and prioritize needed
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technologies to 
support the development 
of 	these export
industries. 
 Dr. 	Harvey Chan, USDA-ARS, should be brought to
Samoa to help with the 	
W.
 

assessment and prioritization phase,

in the transfer of needed technologies. 

and
 

6. 	Provide information 
and support 
for the development of
commercial associations, cooperatives, and/or 
grower/exporter
groups 
for different agricultural commodities 
to 	strengthen W.
Samoa export capabilities and 
interface with regulatory and
research sectors 
to facilitate problem solving 
and eventually
develop centralized quarantine treatment 
and/or packing
facilities.
 

7. 	Invite regulatory personnel from countries targeted 
as 	export
markets to identify quarantine problems 
and acceptable research
data and quarantine security statistics 
for 	non-host commodities
and 	quarantine treatments as 
necessary.
 

8. 	Assist in determining the marketing potential for exporting kava,
which is a commodity that can be processed for export in W. Samoa
and that has no quarantine restrictions in the processed form.
 

EQUIPMENT/COSTS
 

1. Hot-water immersion equipment
............................ $ 
3,500
 

PERSONNEL/1992 TRAVEL TO W. SAMOA
 
1. John Armstrong ......... 1 trip for 1 week
.................. $ 3,000
 
2. Michael Williamson ..... 1 trip for 1 week
................... $ 3,000
 
3. Harvey Chan ............ 1 trip for 1 week
.................. 
$ 3,000
 
4. USDA-APHIS-PPQ person..1 trip for 1 week
.................. 
$ 3,000
 

VANUATU
 

Vanuatu offers the CAD an 
ideal challenge to directly aid in this
country',., commercial agricultural development from the initial stages.
Vanuatu has 
good potential for developing 
commercial agricultural
export industries because 
it has the advantages of possessing large
tracts of fallow 
land, a cost-effective 
labor force, excellent
agricultural conditions for growing 
a wide range of crops of export
importance, and good air and surface transportation capabilities (the
airport on Efate is capable of servicing the largest jet aircraft).
 

In general, Vanuatu has 
not 
yet begun the preliminary stage
the 	QT Flow Chart. Although numerous of

fruit fly species are believed
to 	occur in Vanuatu, there is 
little or no definitive information
regarding how many fruit fly species actually occur cr their 
locality
and 	host ranges. This is 
a problem that needs immediate attention
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before Vanuatu can begin developing agricultural export markets.
the CAD 
to proceed accordingly, Vanuatu 
For
 

should be included in the
SPRFFP as soon as possible, with 
a United Nations volunteer placed
there to coordinate fruit fly research efforts.
 

Specifically, Vanuatu needs to begin 
 fruit fly research to:
 
1. Determine the 
exact number of fruit 
fly species that occur in
 

Vanuatu and their locality and host ranges.
 
2. Determine 
the host status of fruit and 
vegetables of export


importance at different stages of maturity.
 
3. Develop mass-rearing techniques for fruit fly 
species of
quarantine importance to provide material for laboratory/field
studies to 
determine host/pest relationships, biology 
and life
cycle information, 
and (later) baseline studies 
of tolerance to
candidate quarantine treatment technologies.
 

In addition 
to the fruit fly research, the presence of other
insects, nematodes and other pests 
of quarantine importance be
determined and adequate 
quarantine treatments 
must 


must be developed as
necessary. Basic information on quarantine pests should be 
obtained
from regulatory agencies in 
the countries targeted for marketing.
This should be 
done under the auspices of the Vanuatu 
Department of
Agriculture, Livestock and Horticulture 
(DALH) PPQ.
 
Presently, the two major economically important agricultural
commodities for Vanuatu are cattle and root 
crops. The DALH PPQ
capabilities 
are limited primarily 
to the cattle industry with very
little regulatory control 
of imported commodities. Although Vanuatu
has well 
developed quarantine legislation for livestock, the
quarantine legislation covering plants 
is inadequate. Both PPQ 
and
research facilities 
are almost non-existent, with 
the exception of
those facilities 
for the production and germplasm collection 
of root
 

crops.
 

To protect Vanuatu 
agriculture, 
and as a basis for commercial agricultural export development, the PPQ staff needs 
to be increased
in size to cover all regulatory areas. The be
adequately trained 
personnel must 


to maintain regulatory standards 
required to
prevent the introduction of quarantine pests and to apply 
and/or
certify treatments 
of export commodities. Additionally, PPQ
facilities and equipment require construction 
and/or major upgrading
to accomplish the goals 
of PPQ activities, including 
office and

laboratory space.
 

The present agricultural industry of Vanuatu 
for both domestic
export commodities consists and
of individual entrepreneurs without
benefit of any grower the

and/or exporter associations or groups.
Furthermore, there appears to be little or 
no cohesive interfacing
between the commercial agriculture and government regulatory sectors.
The CAD should encourage and 
support the formation of grower and/or
export organizations combined with government regulatory support.
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The root crop industry, which includes many cultivars of cassava,
kava, taro, sweet 
potato, and yam, provides
opportunities. numerous export
Since nematodes of quarantine importance exist
Vanuatu, quarantine disinfestation treatments 
in
 

will be required
root crops exported for
to some foreign markets. Hot-water immersion
treatment for root crops, such as yams, offers the best potential
quarantine as a
treatment technology. Hot-water immersion 
treatment
technology and equipment are available and can be placed in Vanuatu at
minimal 
cost to determine both treatment efficacy ard quality.
Before beginning research, however, 
information regarding quarantine
requirements must be 
obtained from regulatory agencies 
in countries
targeted for marketing. 
 The kava production and germplasm collection
of vanuatu is the most extensive of the SPIN, and export of kava for
non-traditional 
uses in 
the herbal and pharmaceutical industries may
be of 
major economic importance. 
 Kava is a commodity that,
processed, has no quarantine restrictions. 
when
 

Processed foods, spice production 
and exotic tropical nuts
offer areas of potential export importance 
also
 

for Vanuatu. The CAD
should evaluate 
the economic potential 
of these commodities.
Processed 
foods, spices and exotic 
tropical nuts generally have
quarantine restrictions. no
If economically feasible,
work with entrepreneurs to the CAD should
develop both the production and marketing
aspects, including the formation 
of producer/exporter 
associations
that interface with the government regulatory sector.
 
If exotic tropical nuts 
are found to provide
opportunity, the an export
research and development of mechanical 
nut crackers
for the different nut species will be required. 
 This work can be done
through the University of Hawaii 


Engineering, which has expertise 
Department of Agricultural


in this area. Spice production may
provide 
similar export possibilities for Vanuatu and should 
also be
evaluated by the CAD for economic feasibility.
 

SPECIFIC RECOMMENDATIONS.AND/OR INTERVENTIONS
 
1. Expand the 
SPRFFP to include Vanuatu and assign a UNV to Vanuatu
- to coordinate and accelerate fruit fly research efforts. 
The CAD
should work closely with the 
SPRFFP and the commercial sector to
prioritize commercial 
needs for any agricultural commodity with
 

export importance.
 

2. 
Assess the export potential for processed foods, exotic tropical
nuts, spices, 
and root crops because 
processed commodities
generally have no quarantine restrictions.
 

3. If root crops are determined to 
have export potential, transfer
hot-water immersion 
treatment technology to Vanuatu 
for quality
and efficacy studies for disinfesting root crops of nematodes and
other quarantine pests. 
 A washer for 
root crops may also be
required 
for cleaning the commodity before export. 
 Dr. Michael
Williamson, University of 
Hawaii 
Department of Agricultural
Engineering, should be contacted regarding the development of 
a
root crops washer.
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4. Develop training 
courses and provide study tours 
for PPQ
personnel in the area of import/export regulatory quarantine.
Provide direction in the designing, constructing and equipping of
modern quarantine and methods development facilities for use by
PPQ personnel to facilitate 
and service an expanding commercial
agricultural export industry.
 

5. 
Encourage and support the formation of grower/exporter groups for
different agricultural commodities to strengthen Vanuatu's export
capabilities and 
to 
interface with regulatory and research
sectors to facilitate problem solving.
 

6. Bring regulatory personnel 
from countries targeted for Vanuatu's
export commodities to identify quarantine problems and acceptable
solutions, including 
required research 
data and/or quarantine
security statistics 
for both non-host status 
and quarantine
treatments. 
 The quarantine risk assessment and Bilateral
Quarantine Agreement, including maximum allowable pest limits for
bananas, provided to Vanuatu by New Zealand MAF 
(dated July 22,
1991) 
 is a good example of the information needed from the
regulatory agencies of importing countries and the starting point
for prioritizing the research and development 
of quarantine

treatments.
 

EQUIPMENT/COSTS
 

1. PPQ facilities 
(includes work area/laboratory
 
space and some equipment, such as microscopes) ............ 
$50,000
 

2. Hot-water immersion equipment (if needed)
................. $ 3,500
 

PERSONNEL/1992 TRAVEL TO VANUATU
 

1. Michael Williamson ..... 
 1 trip for 1 week .................. 
$ 3,000
 

CONCLUDING REMARKS AND GENERAL RECOMMENDATIONS
 

Overall, the 
success of the CAD in developing commercial
agriculture 
for export from the SPIN depends on close cooperative
efforts between the SPRFFP and the CAD, with the CAD working with the
commercial sector. 
 The data developed by the SPRFFP must be
acceptable to the regulatory agencies 
of all countries targeted for
marketing of e;.ported agricultural commodities.
 

Other SPIN that are 
not part of the SPRFFP, such as Vanuatu,
should be brought 
into the program as soon as possible and
research fruit fly
should be accelerated to obtain 
the basic information
required to 
begin research and development of quarantine treatments.
Likewise, 
SPIN that have well developed fruit 
fly research programs,
such as Cook Islands and 
Tonga, should be brought into the CAD to
provide uniformity to USAID-sponsored programs in the South Pacific.
 

Seminars on the research and development of quarantine treatments
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given in the 
SPIN covered in this 
report demonstrated the need
information for
transfer regarding this subject. 
 Because the 
seminar
format and information is standardized regardless of country, a video
tape of the seminar should be made for use 
in the SPIN. Using this
training technology, the seminar can be given to many different groups
and in different SPIN without requiring the presence of
treatment research and a quarantine
the attendant

the information travel expenses. Furthermore,
is continually available for 
review by interested
parties.
 

The development of quarantine treatments and treatment facilities
should be industry driven based on export needs.
should be owned Treatment facilities
and operated by industry 
associations 
or private,
licensed operators under contract 
to the user groups.
standard practice This is
in most exporting countries and 
a practice that
should be encouraged in the SPIN. 
Government regulatory agencies that
become treatment 
facility operators may not provide the quality of
service required by exporting groups and are generally immune to legal
recourse.
 

During the intermediate 
stage of 
the QT Flow Chart when
quarantine treatment technologies are being transferred, emphasis must
be placed of the development of quality data along with efficacy data.
Furthermore, exporting industries should be actively involved from the
onset of quarantine treatment

appropriate opportunity for input 

research and development with
to avoid the development of 
userincompatible treatments.
 

Training in 
new 
quarantine treatment technologies should be
provided for PPQ, research, and grower/exporter personnel to encourage
common understanding of the principles, requirements, objectives, and
expected results of the treatments.
 

EQUIPMENT/COSTS
 
1. Quarantine treatment 
research and development video,
consisting of 2 hours of edited tape that includes an- original and 4 duplicates of quarantine treatmentlectures, visuals in laboratory, equipment displays,and graphics to show all phases of research @ $75/hfor shooting the video and $100/h for editing
.............. 
$1,750
 



Figure 1. Quarantine Treatments Flow Chart-J General Time Lines-2 for GatheringQuarantine Technology Transfer. 
of Baseline Information,

and the Research and Development of QuarantineTreatments Aganist Fruit Flies 

1992 
 1993 
 1994 
 1996
Preliminary stage 
1995 1997 

FIJI Intermediate stage 
Final stage I 
Pre lim ina ry s ta g e 'U

W. Samoa Intermediate stage 

Final stage 

/ Preliminary stage
 
Vanuatu 
 Intermediate stage
 

Final stage
 

J From Document 2. pages 3 and
-21 Time lines indicate minimum 

4 
times to completion of preliminary,.nemeit and final stages 
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INTRODUCTION
 

The following 
will give details on 
operates. how FIMCO is organized and
It 

structured 

should be taken as an example of how a business was
in a Tongan environment to 
 create the
accountability and incentives to 
necessary


flourish.
 

Any attempt 
to use FIMCO as 
a model in
concentrate minimally on 
other situations should
the structure, for it is relatively easy
to create similar structures. 
Rather it is much more important to
emphasize the right mix of accountability and incentives so as
make it to
an attractive proposition to all involved, including:
 

the owners
 
the management
 
the employees

the financiers
 
the public
for the interests of each of the above MUST be kept in 
a proper
balance if the business is to-prosper.
 

It is extremely important to 
note that 
FIMCO's business 
is
primarily successful because of the way it is organized and because
it has the confidence of the banks, employees and producers.
 
FIMCO is not dependent upon large amounts
tech of fixed assets, high
equipment or processing skills, 
and as 
such is constantly
responding to competitive preasures to perform more efficiently.
 

THE ENTITY
 

FIMCO is 
a producer owned business, in this
however it could have been just as 
case a cooperative,


successful as a producer owned
 
company.
 

Another possibility would be to operate as a producer association.
However 
for legal liability and other 
reasons is generally more
practical for an association to carry out its business activities
through a registered and limited liability company or cooperative.
 

THE OWNERSHIP
 

FIMCO is 100% owned by individual farmers, fishermen and hand craft
producers each of whom has one 
share. At 
the end of July there
were over 1800 shareholder members as 
follows:
 

Iv, 
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MEMBERSHIPS
 
Vanilla farmers 

Vegetable farmers 972
 
Hand craft producers 356
 

391
 
105
 

TOTAL AT JULY 27, 


Fishermen 


1991 
 1824
 

OW,_ERSHIP PARTICIPATION
 

Ownership Participation in decision making at
at General Meetings, Section FIMCO is exercised
Committee Meetings, 
and Executive
Committee Meetings.
 
Two gqneral meetings are held each year one on Tongatapu the main
island'and one on Vava'u the second most important island.
business 
and membership FIMCO's
is split almost evenly 
between 
the two
islands with other islands generating less than 5% of the business.
 
The annual general meeting is 
 alternated 
between 
Vava'u
Tongatapu Immediately proceeding the AGM a general meeting is held
 

and
 
on 
the other island for consideration of the
appear at same issues as will
the AGM. 
 While this practice
practice, it has worked very smoothly and has allowed members 


is a bit cumbersome, 
in
 
have an 
 to
annual voice at general meetings on the governance of the
business.
 

Four committees of 
seven persons each 
are elected at 
the AGM to
represent:
 

Vanilla Farmers
 
Vegetable Growers
 
Hand Craft producers
 
Fishermen
 

These committees then select their own chairperson who then becomes
a member of the 
Executive 
Committee
body) (the primary policy making
- Two other persons are also
Committee. There members of the Executive
is an 
outside representative 
who is jointly
appointed by the 4 Executive Committee members and the Registrar
of Cooperatives. 

Director of 


For the last few years this has been the Managing
the Tonga Development Bank. 
 FIMCO's manager is 
the
Secretary for the Executive Committee, a non voting position.
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THE FINANCING
 

FIMCO has obtained financing from three sources:
 
1. From 
Owners - Share Capital and retained profits


($318,000 at 31-3-91)
2. Development assistance 
- Capital contributions ($287,000
at 31-3-91)

3. Short term bank loans:
 

- $1,600,000 for vanilla buying and curing

-
 $75,000 bank overdraft facility
 

A fourth source 
of financing long 
term debt
investigated. is presently being
Consideration is being given to issuing bonds which
would be about 3% cheaper than from long term bank financing.
 
FIMCO has always paid cash 
for all produce, fish and hand
purchases. craft
Thus FIMCO has not utilized credit 
from producers to
finance expansion of the business.
 

THEMANAGEMENT
 

FIMCO has had the 
benefit of having technical assistance in
form or its Secretary/Manager the
 
or Financial Manager 
for its first
5 1/2 years. During this period sales
T$3,269,000 grew from TS285,000 to
per year. While the 
number of employees remained
almost constant during this period, three new senior managers were
hired, one with a university degree and two with two year diplomas.
In addition 
the Tongan Secretary/Manager 
completed 
a two year
Masters Degree program in the USA.
 

It is most interesting to 
note
virtually no 
that as sales grew there was
growth in employment. It increased from 23 persons
at 31-12-86 to 28 persons at 31-7-91. 
 Most of this growth was
senior management. in
Thus the growth at FIMCO was characterized by
increased productivity rather than increased employment. 
Sales per
employee increased from $35,000 
in 1986 to $117,000 for the year
ended 31-3-91.
 

GOVERNMENT'S ROLE
 

The Government 
of Tonga carries 
out its regulatory role of
performing audits and in general seeing that the business is being
conducted within the Cooperative Act and Rules.
of operation, In the early years
several instances occurred where 
the Registrar
 

oi 
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attempted to exercise a degree 
of control over
unacceptable FIMCO that was
if FIMCO was to operate as part of
a
enterprize sector. the private
Each of these cases were appealed to a higher
level and ultimately resolved 
in favor
process was painful and pointed out 
of FIMCO, however, the
the 
need for Governments to
clearly recognize the private enterprize nature of the business.
 

Likewise 
for the cooperative 
to be successful 
it must
outsidi of politics as remain
FIMCO has always done.
 
Throughout 
 the period of FIMCO's 
 existance
maintained Government
a very positive attitude has


toward
development which has created the necessary enviroment
to prosper. for FIMCO
 
private enterprize
 

However government

providing alot of business services 

is still greatly involved in
 
provided by the private sector. 

that might be expected to be
To date none of these services or
businesses have been privatized. 
Future development in agriculture
and Fisheries would probably be greatly enhanced should Government
decide to privatize 
such services 
as 
ice making and tractor
ploughing etc.
 

THE OPERATIONS
 

The operations of FIMCO are much more dependent on well trained and
managed people than 
 on fixed 
 assets, technical skills, or
processing techniques.
 

Every activity that FIMCO is involved in could easily be undertaken
by other persons without alot of equity.
and left the vanilla, fish, hand 
In fact many have entered


crafts and
businesses during the 
vegetable marketing
first 5 1/2 years of FIMCO's life.
 

Competition has thus been a key factor in keeping FIMCO successful
as FIMCO 
had to struggle for producers loyalty offering 
better
prices and services.
 

In its first years FIMCO was successful both in growth and profits
while depending entirely 
on, rented space
transportation. and the hiring of
However as 
access it has matured the need for permanent
to vehicles and space has resulted in 
a few acquisitions.
(two trucks and a vanilla curing shed) 
 Leasehold land has also
been acquired in both Tongatapu and Vava'u for future building of
vanilla curing and vegetable packing buildings.
 
Detailed commuents on each of FIMCO'S operations is 
as follows:
VANILLA
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In virtually every instance in
returns every year FIMCO has paid better
(purchase price plus bonuses) to growers than was available
from the competition. Competitors who paid higher prices
generally gone out of business. have
However several problems persist.
These include:
 
1. The fact 
that it is extremely difficult
prices to obtain higher
for higher quality vanilla 
from the 
markets. 
 The
minimum level of acceptance by the markets has generally meant
that virtually all Tonga vanilla has sold for the same price.
This has tended to frustrate attempts to improve quality.

2. The fact that growers


quickly as 
are very anxious to harvest vanilla as
possible has
vinilla. led to the harvesting of 
immature
The motivations of the farmers are the need for the
money, ease of harvesting, and 
to reduce the risk of theft.
This results 
in the harvesting of 
alot of immature vanilla
with resultant poor curing ratios, lower vanillin content and
generally poorer appearance and aroma.
 

3. The competition between 
buyers of 
green vanilla 
has often
resulted buyers accepting immature vanilla in order to retain
producer loyalty.
 
4. 
 Inventory control is extremely difficult as the vanilla beans
are 
being individually handled 
over a six month period and
each individual bean is worth about S.35.
 
5. 
 The vanilla beans need alot of space to maximize the chances
of producing excellent quality vanilla. 
When the harvest has
been extremely heavy as in 1988 and 1990 FIMCO has encountered
curing problems brought on by lack of space.
 
For the 1991 vanilla season FIMCO is making the following changes:
 
1. 
 FIMCO purchased a 3 ton curing house in April.
 
2. FIMCO 
has been extremely strict on 
the purchase of 
green
vanilla and has rejected immature vanilla. 
 This has caused
the amount of green vanilla purchased to decline by about 50%
 over 1990.
 
3. 
 FIMCO is working with a customer in the USA to develop a brand
name "Van-Tonga" for our vanilla and to have it identified as
Tongan vanilla. Previously it was mostly mixed with and sold
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as Bourbon vanilla. A considerable price improvement has also
been negotiated for vanilla to be marketed as Van-Tonga.
 

HAND CRAFTS
 

Hand Craft sales rose 
quickly from $60,000
$300,000 in in 1985 to just under
1988 and have stayed at
hes coincided with a decline in the number of visitors during the
same period. Probably the most 


that level since then. This
 

important lesson
learned here that that FIMCO has
is quality sells. 
 Given a choice of quality
products for a higher price the customers will almost always opt.
for the quality despite the higher price.
 
One of the biggest problems in hand crafts is quality control.
is 
even more difficult when It
the owners
producers. of the business are the
 
the ability 

At times the needs of the business for quality exceed
or drive 
of the owner producers. 
 Price levels and
inventory stocking levels also produce conflicts.
proven necessing to have some Therefore it has
very strong quidelines for the hand
craft buyer. 
 Some of these are:
 
1. Never purchase more 
than you can sell in three months.
 
2. Never repurchase 
items which had 
to be marked down 
to sell
then in the past.
 
3. Written records are 
kept on discussions 
with each producer
which help to insure that product improvements are made.
 
4. 
 FIMCO has a fixed mark up policy.
 

VEGETABLES
 

FIMCO entered the vegetable marketing business in July 1989 with
the export of root crops.

began. In August 1990 watermelons exports were
In June 1991 other vegetables were added.
will probably Future expansion
include pineapples, eggplant and 
flowers. 
 The
difficulty of entering this business should not be underestimated
as it requires 
a great amount of 
management
create and persistence
a profitable to
business. 
 This is especially true at the
inception when it is extremely difficult for new persons entering
the business 
to anticipate all of 
the potential problems. 
 These
include:
 

1. Price fluctuations in 
overseas markets
 

,tp
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2. 	 Difficulties is organizing adequate supplies
 

3. 	 Proper quality control
 
4. 
 Obtaining the necessary packaging at the right time and price.

5. 	 High transportation costs, frequent schedule changes and odd
 

hQurs of departure.
 
6. 	 Production problems caused by disease, drought, shortages of
inputs, producers switching exporters 
or not planting as
contracted.
 

7. 	 Refrigeration and fumigation problems.
 
In 
spite of all the potential problems FIMCO is 
now exporting:
 

Round yams
 
Long yams

Sweet yams

Swamp taro
 
Giant Taro
 
Taro futuna
 
Green pepers (capsicums)

Tomatoes
 
Zucchini
 
Green Beans
 
Cabbage
 
Watermelons
 

Lesson; learned 
have allowed 
FIMCO to improve and
business 	 expand the
each year. In particular
important 	 it has become increasingly
to work closely with the 
farmer 
to insure 
that farm
inputs are available, that planting is done as contracted and that
quality requirement are 
well understood.
 

FISHING ANDFARMSUPPLIES 
FIMCO found that the commercial fishermen and farmers did not have
the supplies that they needed. 
 Alot 	of necessary items were 
not
available at any price causing producers to find their own sources
of supply 
from overseas 
or go without.
available prices were often extremely high. 

For items that are
 
on A recent example was
Urea-46 which FIMCO imported, marked up 12
$18.00 	 1/2% and sold
per bag. Exactly 	 for
the same fertilizer
main 	 was selling in the
farm 	supply store in Nuku'alofa for S24 
a bag which implies
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a 50% mark up. This size of a mark up on 
this type of an
only obtainable when there item is
is insufficient competition.
 
The result of FIMCO's entry into the
reasonable markups is 

fishing supplies business at
that it 
has always been profitable and now
has 80-90% of the fishing supplies business in the country. 
FIMCO
has only entered the farm supplies business in
to 1991 as a response
the needs of its watermelon and vegetable growers. 
 Prior to
this it was not necessary (not appropriate) as 11o significant farm
supplies are required for vanilla or root crops.
in the A key ingredient
success is that FIMCO has always searched hard for sources
of supply 
for the business 
to insure that 
the products can be
marketed at very competitive prices.
 

FISH.
 

Fish marketing by FIMCO is done by buying fish
Island of Vava'u. from the Northern
The priority for sale of the fish is 
as follows:
 
1. 
 Export quality fish are sent fresh to Nuku'alofa then by air
to Hawaii (fishermen receive a premium price)
 
2. 
 Fish that can be sold fresh in Vava'u are kept in Vava'u.
 
3. 
 All other fish are sent fresh or ice to be sold in Nuku'alofa
 
Fish 
are no longer frozen, however octopus and lobster 
tails are
frozen for local sale.
 

For years FIMCO routinely froze fish 
as 
they were purchased and
lost money in the process. 
Only in 1991 has FIMCO adopted a fresh
fish only policy which is now begining to produce profits. 
 Also
in the past FIMCO had great difficulty obtaining premium prices in
Hawaii. 
This was primarily because in no more than two out of four
weeks can FIMCO ship 
fish to Hawaii due to 
the constraints
weather and shipping. This of
 was not satisfactory for
customers. the Hawaii
However FIMCO 
also had difficulty 
in meeting the
highest quality requirements. 
These problems have now been solved
by joining with 
an exporter 
from Tongatapu who
regularity and can
insures supply more
that quality requirements 
are met. The
result is a significant improvement in price for FIMCO's fish from
Vava'u.
 

DEVELOPMENT ASSISTANCE
 

While some small amounts of assistance for marketing, training and
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commodities have come 
from other sources, the bulk has 
come from
USAID. Most 
of this has been 
technical assistance aimed at
developing the management 
 systems, operating procedures and
training of employees needed 
to insure success. In part the
technical assistance may also have been more effective due to the
fact that the person was working in a line rather than as 
advisory
position. Smaller amounts 
of funds were available for working
capital training and capital equipment. The availaoility of these
funds allowed the person providing the technical assistance to
introduce new ideas such as, computers, faxes, better displays, ice
boxes for fish storage, that were essential 
to make the business
more competitive. 
 This is consistent with 
the nature of the
business in which success depends on organization and people rather
than on capital equipment.
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Sales 102,257.16 2060.# 1,1 9,194.fl 521.4 
 0.00 106,151.07 1,841, 14.54
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 76,549.20- 1,519,177.94-----...-- ...-----------.-------------- ......-------------- -(;ROSS PROFIT 
 '4,076.32 100.0 627,014.72 100.0 
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 20,263.61. 3.2-
 0.00 3,099.61 l2,09.46
.--------------------.-------------------


TOTAl, INCOME ...............-----------------------35,A31.66 
 105.2 647,290.15 103.2 
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IRSONAI, EXPENSES
 
Wages I Coimissions 
 9,411.48 
 27.7 112,197.47 
 0.00
Casual Ilaboir 

17.9 9,062.63 95,091.02
4,0.5.06 11.0 
 141,156.08 22.9 
 0.00 1,295.10 .4,513.13
IlPave
Pay 
 0.00 0.0 
 187.06 0.1
Uniforms 0.00 252.53 5,124.48
0.00 0.0 15 0.0 
 0.00 6.00 12.60
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Pover I Water Sopply 3,720.00 10.9 19,711.24 3.1

RenLal Fees 0.00 1,654.30 16,873.72
2,400.55 7.3 36,319.3) 
 0.00
Depreciation 5.0 2,0 .4 11,254.65
10,759.7A II.6 
 7,530.5 6.0 
 0.00 9,453.10
Repairs &Maintenanrn 12, 4.62641.10 1.q 26,719.11 4.3Insurance 0.00 455.69 1.646,.075,219.53 
 15..1 20,439.16 3. 0.00Rylux 1,2336 6,R72.26 1.1,187.16Expenses 
 77.02 0.2 
 60.59- 0.0-
 0.00 05.99- 206.00-
Oyna G2337 Expenses 120.47 0.4 
 2,121.9 0.3 
 0.00 102.11-
 131.97
IN-ANII, & HERCIIANDIXING
 
Interest 
 20,692.08 60.7 
 119,0414.4 19.0 

Bank Charges 0.00 9,741.71 42,399.27
369.97 ].1 9,033.52 1.4 

Fmchange ((ain/Loss 3,544.94 10.4 

0.00 180.97 3,71.55

20,098.03 1.2Cash (Over) or Short 0.00 3,610.14 811.49
7.16 0.0 619.25- 0.1-
 0.00 
 4.21- 121.11-
Bad Debts 
 0.00 0.0 
 51.92 0.0 
 0.00 0.00
Advertising ind Notices 0.00
621.00 1.8 6,235.90 1.0
Marketing Expenses 0.00 )6.40 4,085.15
0.00 0.0 
 58.1A 0.0 
 0.00 
 50.50 4,414.42
['MINISTRATION EXPENSES


Printing i Supplies 
 446.10 I.3 8,741.6g 
 0.00 6.37.10
License and Subscription 78.16 
1.4 9.184.54
0.2 1,022.20 0.2
Postage 0.00 90.00 106.00
275.60 0.0 I,904.25 ).3 
 0.00 141.!6
Telephone 1,066.74
M36.49 2.5 
 9,292.81 1.5 
 .0.00 466.10
Transport & Travel 6,6J1.97
[.006.36 
 3.0 14,353.40 2.3
meeting 0.00 417.62 10,517.51
50.00 0.1 
 053.1) 0.1
Audit 4 Legal 0.00 216.00 5,020.47
300.00 
 0.9 Q26.00 !).1 0.00
Sundry Expenses 0.00 226.50
212.00 0.6 
 3,101.35 0.5 
 0.00 
 315.96 3,317.75
Expenses Tranef'd to VIP 
 0.00 0.0 19,491.j8- 1.1-
 0.00 
 0.00 113,445.85

--- *-----------------
TOTAL OPERATIN; EXPENSES ------ -------------- -------------- -------------64,928.13 190.5 573,607.56 )1.5 
 0.00 47,638.17 22,602.02
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http:1,519,177.94
http:76,549.20
http:2,619,145.70
http:66A,170.13
http:1,211.53
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iNDATE 08/09/91 
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C;enrnl [pdir 
INC NE STATEMENi' 

FOR PERIOD FNDED "/31/91
 

------- T-----
HIS YEA ............. ..- U----i-T---- . IA
lAS YE AR .---PlO: INCOME TillS MONTI[RATIO 12MONThIS 2 MONTHSPATIO TillS MONTH 12 MONTHS 

NET INCOMP BEFORF TAXES 29,096.47- A5.4- 71,690.70 1I.A 
 0.00 16,455.47 161,05Q.61 

- --- -. - - ---. -- ----
.. . --- -- --- -.-- - --.-- - --
- - --- - -.-- -- - - ----  - .-- - -- -- - -
NET PROFIT 29,006.41- A5.4- 11,690.79 
 II.8 0.00 16,455.41 168,090.61
 

http:168,090.61
http:16,455.41
http:11,690.79
http:29,006.41
http:161,05Q.61
http:16,455.47
http:71,690.70
http:29,096.47
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I PATE 01/09/91 


ENT ASSETS
 
t~~aeh 


Sundry Debtors 

Provision for Dnubt. Debt 

Stprks 

Advances and Prppayments 


Total rurrpnt Assets 


D ASSETS

beasehold lmprovements 

Motor Vehicles 
Accum. Oep. Notor Vehicle 
Purniture ; Equipment 
Accus. Dep. Furn. I Equip 
Computer Equipsont 
Accul. Dep. :opjter Eqpt 

Total Fixed A~ssts 


R ASSETS
 
Mote Receivable 


Total Other Assets 


Total Assets 

'FNT IAIIIhITIPS
 
Fank Overdraft 

Creditors 

M'her Accounts Payable 

Vanilla puying loqan 


Total Current liJabi]ltes 
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FIflFI
 
Onprfl tedgr 


PAI.AN(F: SHEE1 
ASOF (11!01 

S, TIS MONTlHTHIS YeAR " 

- -

ASSETS
 

]~0,462.00 


969,751.37
 
0.00 


250,145.39 

24,613.82 


1,254,972.66 


52,554.29
 
35,152.5 


13,24.93-

235,45.26 

74,650.26-

32,0.4.1N 


26,879.09-


241,71I..3-


9,959.17 


9,959.17 


1,506,---.66 


6IA5IITIFS 4 MEM. FNINfD
 

PA.E
 

MONTII YEAR,' THIS IlkA! ', 

7363
 

100A12.4
207,434.4R
 
14,746.06
 

""6,4.....
 

.1,54.29
 

1,150.5
9,330.70

58,113D.70
 
56,776.3-


25,25.Ol
 

166,91.95
 

12,541.49
 

-2,541.49
 

5-,40-.36
 

93,128.20 

0.00


72,Q64.J1 

R,]40.J]
 

593.94
737,186.49 


0.00
 

-------------- 90J,QR4.o6! 
 24,11.1.]2
 

TERMNIABIITI{S
 

Total lion Term -- -------------------iability 1.00 
 .00
 

Total Iabilii o--.-4.----4,---.-

http:90J,QR4.o6
http:737,186.49
http:72,Q64.J1
http:93,128.20
http:5-,40-.36
http:2,541.49
http:12,541.49
http:166,91.95
http:25,25.Ol
http:9,330.70
http:14,746.06
http:207,434.4R
http:1,506,---.66
http:9,959.17
http:9,959.17
http:26,879.09
http:32,0.4.1N
http:74,650.26
http:235,45.26
http:13,24.93
http:52,554.29
http:1,254,972.66
http:24,613.82
http:250,145.39
http:969,751.37
http:0,462.00
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UN DATE 081/09/91 


HER FUNDS
 
Member Shares 

Capita] Contribution 

Notes Payable TCF 

Statuitory Reserve Fund 

Retained Profit 

Current Year Profit 


To talMember Funds 


Total [jab. 4 Member Fund 
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General ledger
 
PAIANCE SHEET
 
AS OF 031.1/91
 

''THIS MONTH 
TilS YEAR '' ''THIS MONTH I,AfTYEAR
 

8,145.00 
 5,155.00

19.,401.14 
 IS,113.60
 
9.1,241.71 
 9.1.241.11

3,556.44- 9,556.44

V9,786.18 231,020.30
 
7.,69D.79 0.30
 

640oA.A1i -- -4 2,-14-

5 62,274.24
Total i -Mbrud,-0 
 07.]
 

http:62,274.24
http:7.,69D.79
http:231,020.30
http:V9,786.18
http:9,556.44
http:3,556.44
http:9.1.241.11
http:9.1,241.71
http:IS,113.60
http:19.,401.14
http:5,155.00
http:8,145.00
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F MC ORGA r zATro u CHART
 

EGETABLE MARKEING FISH MARKETING VANILLA MARKETING.ECTION MERS HAND CRAFTSSECTION MEMBERS SECTION MEMBERS SECTION MEMBERS 

V V V 

EGETABLE FISH VANILLAkNAGEMENT HAND CRAFTSMANAGEMENT L ANAGEMENT MANAGEMENT 3MMITTEE COMMITTEE COMMITTEE (................. .. COMMITT <
 
MEMBERS 7 MEMBERS 7 MEMBERS 7 MEMBERS 

VV 
: : TONGATAPUVANILA VAVA'U - OAETS 
: SUBCOM4MTTEE- -B :v S mmLv 7 MEMBERS v 7 ME-MBERS 

.. 
 .
 ... 
 .. 
 ...... 
 . . . ..... . . .... . . . S*. . ..S S *EXECUTIVE COM-MITTEE 
. . 

5 MEMBERS :
 

: '. CHAIRMAN FISH COMMITTEE 
: 2. CHAIRMAN VANILLA COMMITTrEE 
: 3. CHAIRMAN HAND CRAFTS COMMITTEE 
: 4. CHAIRMAN VEGETABLE COMMITTEE

5. OUTSIDE MEMBER (MANAGER TONGA DEVELQPMENT : 
BANK)
 

.............................. 
 6. FIMCO SECRETARY/MANAGER 

V.... . ................................ 
 ................. 
 . ......... .V
 

SECRETARY/MANAGER 
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SECRETARY/MANAGER
 

V 
VAVA'U GENERAL MANAGER
 

SECRETARY v
ACCOUNTS CLERK v• FIs MKT 
 VAVA'U VANILLA
 

MANAGERVA
 
(POSITION VACANr) MANAGER
 

-

-

L ------------

S 
V VSALES 
.

VCLERK FISH BUYING SALES CLERK V
SALES CLERK CURINGHAND CRAFTS ASSISTANTS SHEDSFISH MKT FISHING SUP SUPERVISORS 

CURER AT
 
EACH SHED FOR 
EACH TON OF
 

YELLOW VANILLA 
BEANS
 

NOTE All vanilla positions
each year. 

are daily pald lastiniq 5-6 monthig 
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SECRETARY MANAGER" 

":V 
V 

PRODUCE MANAGER 
FINANCIAL 

: MANAGER 

SASS 

S: 

ISTANT 
PRODUCE 
MANAGER 

ACCOUNTANT : -ANDCRAFTS 
MANAGER 

--
S:v 

SECRETARY 
v 

TT VANILLA--
CURER 

-- SECRETARY-
v v 

2 BOOKKEEPERS 
I CASHIER 

v 

FISHING 
SUPPLIES 

% 

3 STORE 
. SUPE3VISORS 

SUPERVISOR : -
V V 

CLERK DAILY PAID V V" 

-S PECTORS 2 SALES 2 SALES 
'I V V V 

CLE.R!<S CLERKS 

,r.
JRERS 

CSUAL 
LABOURERS 

CASUAL 
LABOURERS 

CLENER 
C. 

(I CURER FOR 
EACH TON OF 
Y!ELLOW VANILLA 
AT EACH SHED) 
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FIIIO 
Ceneral Ledger PAGF. 
PAIANCE SIIUFT 
AS OF 01/3f/91 

i8 THIlSMONTH TIlIlYEAR ', ,1T1119MONTH LAT YF.AR' 

ASSETS 

RENT ASSETS 
Vash 
Sundry Debtors 

10,62.01 
969,751.37 1.116..5 

1.O.15 
Provision [or Doubt. Debt 0.00 100,5.2-7. 
Stocks 250,145.39 21,435.47-
Advances and Prepayente 24.613.82 .07,646.06 

Total C rr'enLAssets ,24,972.66 .156,1-9.-.92 

EDASSETS 
beasehold Improvementl 
Motor Vehicles 

52,551.29 
)5,752.5A 1,14.29

1,.25 
Accum.Dep. Motor Vehicle 13,214.93- 1,10.52 
Purniture I Equipment 
Accum. Dep. Furn. A Equip 

235,435.26 
74,650.26-

1110 
189.330.70 

Computer Equipment 32,8I.7 56,776.93-
Accum. Dep. Computer Eqpt 26,179.19-

----- ----- ---
25,256.14
0,9is.01-

Total Fixed Assets 241,71.4J I-.,97..5 

IF,ASSETS 
Note Receivahle 9,959.17 12,541.4q 

Total Other Assets 9,959.. 12,41.4. 

Total As ets ........ 51.,0 .1. 

I,IARIITIFS 4 Hrll.ruNs 
........ ......................... 

PRENT LlA,1ITICs 
Bank overdraft 
Creditors 
Other Accounts Payable 

9J,121.20 
72,064.Jl 

593.94-
0., i00.i 

A.10-.0 
Vanilla alying Ioan 731,316.9 015,93.01

.00 
---------

Total Current iabillties 901,994.1 6 24, .1 

NG TEPH I,ARILITIES 

Total bong Term lability 0.00 , 0.00 

Total Lahilitipe ,---.- --... .. .. . 



I? 07/02/i 
 FINCO PACE 2 
General IedgPr.
RALARCE SIEET. 

AS OF oii.tin 

'THIlSMONTH THIS YEA! '' '' THIS NONTIILAST YEAR '' 

'UNDS 

lember Shares 
:apital Contribution 
qotes Payable TCF 
Utatuatory Reserve Fund 
'etained Profit 
urrent Year Pro(it 

1,145.00 
Ii,401.185,713.60 
93,241.78 
3,556.44-

239,71.11, 
73,690.79 

5,855.00 

93,241.71 
3,556.44

0.00 

Total Heber Ponds 604,701.s0- 512,24.24 

T o t al [lab .I Membe r F und 1 ,5 0 6, 9 3.6 6 .... ....... 
sn5,407.36 
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Ceneral bedger
 
INCOHR STATEhENT
 

FOR PER~IOD FNDno 11.1/91
 

-------------. TII1
1 YR A P ------....... - fl-j--T ------..---I.A9T YF A PCOn& 
 TIllS MONTH RATIO 12 MONTIIS RATIO 12 IIONTII THIS HONTI 12 liwriIS
 

'Ies 702,251.16 2060.1 1,26q,194.05 1521.4 
 0.00 136,851.07 1,AA],124.54
ilePiscont I Cr. Card 
 10.71- 0.0- 2,113.63- 0:4-
 0.00 107.64- 3,2q5.51lsR Cost of Sales 668,170.13- 1960.1- 2,6.9,345.10- 420.1- 0.00 
 76,549.20- 1,519,171.A4.
 

'OSS PROFIT 34,076.32 100.0 21,034.72 .100.0 
 0.00 60.194.2 15l,651.I1
 

ther Incomp 1,755.34- 5.2- 20,263.61- 3.2-
 0.00 3,999.61- 32,0lI.4r
... .......------
 ....... 
 ......--------------
OTAb INCOM 
 35,131.66 105.2 64T,219.35 In0.2 
 0.00 64,093.14 IQO,T12.r,3
 

ages 4 Commiselons 9,431.41 
 27.1 112,197.17 17.9 
 0.00 9,062.63 95,097.02
asual Lahour 
 4,035.16 11.1 143,356.08 22.9 0.00 
 1,295.10 34,513.1
,eave Pay 
 0.00 0.0 387.06 0.1 
 0.00 252.53 ,1124.48
nlforms 
 0.00 0.0 75.50 0.0 
 0.00 6.00 
 1'.60
 

over I Water Supply 
 3,720.01 10.9 19,711.24 
 3.1 0.00 1,654.30 16,073.72
?ntal Fees 
 2,480.55 7.3 36.319.30 5.0 
 0.00 2,086.99 11,258.65
lepreciation 10,159.71 31.6 17,5)0.55 
 6.0 0.00 9,853.10 12,354.62
!epairs 6 Maintenance 
 643.30 1.9 26,738.13 
 4.3 0.00 455.69 11,646.01
Insurance 
 5,219.53 15.3 20,439.76 3.3 
 0.00 6,512.26 13,117.36
fylx 12336 E'penses 
 77.02 0.2 68.59- 0.0- 0.00 
 15.99- 206.00)yna b2337 Expenses 
 120.47 0.4 L,121.91 
 O.j 0.00 102.31- 137.91
 
k1,; NVRCIIANDISING
 
Interest 
 20,691.01 60.7 119,041.44 119.0 0.00 
 9,743.1 42,.199.27
Bank Charges 
 369.97 1.1 9,033.52 
 1.4 0.00 111.97 3,l17.5
Exchange lGainl/Loss 
 3,544.94 10.1 20,098.13 3.2 0.00 
 1,610.14 II.49
:ash (Over) or Short 7.16 
 0.0 619.25- 0.1-
 0.00 4.23- 121.11-
Bad Debts 
 0.00 0.0 51.92 00 0.00 0.00
Advertising and Notices 621.00 0.00
].A 6,235.95 1.0 
 0.00 116.40 4,90i.I5
Marketing Expenses 
 0.00 0.0 
 50.50 0.0 
 0.00 5.50 4,43.42

TRATION EXPENSES
 
Pinting i Supplies 
 446.10 1.3 8,11.61 1.4 0.00 637.10 9,154.54Licpnsp and Subscription 
 71.36 0.2 1,022.20 0.2 0.00 
 90.00 006.00
Postage 
 275.60 0.1 1,904.25 0.3 
 0.00 141.16 1,066.14

Telephone 
 536.49 2.5 9,292.43 
 I.S 0.00 466.10 6,653.97
Transport i Travel 
 1,006.36 3.0 14,353.40 2.3 
 0.00 411.62 10.511.51
Heeting 
 50.00 0.1 853.11 0.1 
 0.00 - 236.00 5,021.11Audit ; I,egal 300.00 0.9 926.00 0.1 
 0.00 0.00 
 226.50
Sundry Epenses 212.00 
 0.6 ,101.35 0.5 
 0.00 115.96 ,]17.75
Expenseq Trana['d to NIP 
 0.00 0.0 19,491.38- 3.1- 0.00 
 0.00 113,445.15-


TOTAL OPERATING EXPENSES - - --- -------------- - -------------- --------64,928.13 190.5 513,601.56 91.5 
 0.00 1,631.31 222,602.02
 

http:222,602.02
http:1,631.31
http:513,601.56
http:64,928.13
http:113,445.15
http:19,491.38
http:5,021.11
http:10.511.51
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http:10,159.71
http:11,258.65
http:2,086.99
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http:143,356.08
http:4,035.16
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http:64,093.14
http:64T,219.35
http:35,131.66
http:32,0lI.4r
http:3,999.61
http:20,263.61
http:1,755.34
http:15l,651.I1
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http:34,076.32
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http:3,2q5.51
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http:136,851.07
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ATE 01102191 FINCO rAcy.
 
Genpral Ledger
 

INCOHE STATEHENT
 
FOR PERIOD WEAD H3l/Ol
 

------ --------Ti1 1S Y F R ----... .... ----IB .... ...... I-AA T Y A R 
INCOME TIllS RATIO I RATIO 12 IIONTIIS THIS MONTH 12HONTII 12 MONTHS MONTHS 

----------------..
* -- ------- ... 
........................................................
NET INCOME BEFORE THUE 29;096.17- 15.1- 71,69H.79 Ii.0 .0 1,5.i IHno6
 

----------------------- ------ --------------.... 
 ......
 
NET PROFIT 29,096.41- 85.4- 13601 liR.0 ,ssu 6,0.1
 

2: !229:.:9:---A20:20:22:2:...:2::::: 
0t:.-

http:29,096.41
http:71,69H.79
http:29;096.17
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TECHNICAL ANALYSI8
 

The development of export agriculture in the South Pacific was
based historically on the establishment of plantations, owned by
foreign companies or single families 
which maintained strict
control over labor. For the most part, 
 these systems were
monocrop, low value commodities, produced in bulk and exported by
sea. Traditional societies raised small plots of basic foodstuff,
such as taro, yams, fruits, for their own consumption and become
increasingly involved in semi-commercial operations.
 

Since 
the Pacific Island Nations have gained independence,
these agricultural production systems have 
changed radically.
Plantations, have returned the traditional landowners who sometimes
converted these to small holder operations. The policy environment
has also changed to favor the business sector and national
development plans support diversification into high value crops for
export. However, management expertise needed for quality control,
competitiveness has not kept pace, and South Pacific exports are at
risk both from a quality and consistency of supply point of view.
 

I. The Development of Agribusinesses.
 

Identification of priorities
 

The project design team met with industry and exportingcompanies in six of the RDO's ten countries in the development of
the PP. 
Everywhere, industry representatives identified the
following areas as needing improvement if the Pacific Islands were
to reach their export potential:
 

Establishment of quality control and quarantine regulations
 

Management advice and assistance
 

Training in the establishment of control standards (quarantine and

quality)
 

Changes in production practices which influence competitiveness
the introduction of new commercial processing technologies
 

Performance of commercially relevant research
 

Networking marketing and research information
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CAD will 
cover most of these industry-identified problems
through the provision of technical 
assistance, trairing, 
and
commodities however for technical assistance to be effective in the
identified areas and in a regional context, the assistance
rendered must be replicable and must reach the largest number of
participants possible. Governments must be supportive of changes in
quality control and quarantine practices and must be prepared to
assume the legitimate role of 
government 
in the creation of
agribusinesses (ie, regulatory and enforcement). This limits the
possibilities of project interventions to:
 
- Assistance in the privatization of government owned monopolies
and marketing activities. 
Parastatals 
have proven to be
particularly inept at handling fresh produce, furthermore none
of these programs 
have been enduring because of 
 the
fundamental weaknesses in parastatals which relate to their
primarily political structure and the monopoly situation they
create.
 

- Assistance to individually-owned businesses-a number of these
exist and are profitable and will
advice receive export marketing
under CAD. However, because 
of the replicability
concern, the thrust of the project has been aimed at grower
owned and controlled associations- These groups are in various
stages of development in the South Pacific at present. Some
are recently established and 
exist for marketing purposes
only, others are coops which have been established to secure
both inputs and marketing assistance.
 

-
 Cooperatives and grower-owned associations
 
Over the past six years, AID has been assisting the Friendly
Island Marketing Cooperative (FIMCO) in Tonga 
to become a self
sustaining, producer owned and managed business. Our assistance has
been primarily in the form of Technical Assistance and training to
achieve profitability. 
Over the six years of implementation FIMCO
has grown from a $300,000 to a 3,000,000 dollar business. The
majority of exports have been vanilla beans, root crops, capsicums,
fresh produce and fish. 
 In every case, the emphasis has been on
achieving quality control and continuity of supply to gain higher
prices.The very successful transformation of FIMCO to multi-million
dollar business has been the basis of our design of interventions
under CAD. 
However, FIMCO has received more technical assistance
than will be possible under CAD, therefore, we will be working with
industries 
and associations 
and cooperatives in more 
advanced
states of development than FIMCO some examples are:
 

Fiii: The processed inperindustry: 
Immature ginger is processed
and exported by the Tropical Food Products (TFP's) which is 100%
owned by National Marketing Authority (NMA). 
The GOF is interested
 

'111
 



in privatizing the processing plant and making it a producer-owned
establishment. 
The ginger processing
operations of the 
NMA were profitable in 1989.
processing operations suffered a loss of $62,000. 
In 1990 the
 

However, in 1990
there were substantial increases in costs in certain areas that can
be reduced in the future.
 

Any privatization and restructuring of the business would have
to be accomplished in a way that would reduce some of these costs,
so as to create the conditions for sustained profitability in the
future.
 

In addition Tropical Food Products (TFP) is the owner of the
Batiri Citrus Orchard which has had sustained losses. Batiri is
primarily an orange plantation on the island of Vanua Levu and as
such is irrelevant to the operations of the young ginger industry
located on Viti Levu. 
 Batiri should either be retained by NMA or
quickly disposed of by TFP. 
 In a privatization effort TFP would
become significantly more profitable than it is at present; the new
(growers) owners would ultimately benefit. 
In addition there is a
significant undersupply of 
young ginger products on the
market and thus significant potential exists to 
world
 

increase both
production and processing.
 

While the present product from TFP is of acceptable quality
there is room for improvement. 
In particular, improvement in field
practices and in the 
post harvest handling before the
reaches ginger
the factory could greatly increase the returns to
producers, by both increasing production and lowering the rejection
percentage. 
The factory would also achieve substantial savings if
the percentage of waste could be reduced 
as a result of better
field practices producing larger sized young ginger.
CAD has targeted this 
industry for assistance if privatization
progresses.
 

InFili with the freshainger exportinpindustry. Fresh ginger in
Fiji is grown for the North American West coast market at a time
when no ginger is available from Hawaii. There
competition with the U.S. is thus no
ginger industry. In fact the two
industries are complimentary, with Hawaii's largest grower exporter
being the biggest importer of Fiji ginger.
 
The fresh ginger industry in Fiji 
is producing ginger of
minimum acceptable quality for the North American market. 
 The
price received is among the lowest and Fiji ginger has recently
been losing market share to Indonesia and Brazil.
 

The Fiji Fresh Ginger Exporters Association (FFGA) has been
working to improve the quality and thereby the price for Fiji's
fresh ginger. These steps have 
included the establishment of
minimum grading standards and prices for export ginger. They have
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also established 
a self assessment program
extension advisor who works with the growers. 

to fund a field
 
Exporters have also
been 	the primary financiers of the fresh ginger growers, as
the banks have been unwilling to fund fresh ginger growers due to
the lack of collateral and the high risk of failure.
 

The 	FFGA intends to improve
following steps: 	 the industry by taking the
(some of these would be conditions of CAD working
with 	the association)
 

a. 	 Bringing in the growers as equity owners of the export

businesses;
 

b. 
 Increasing the self assessment to provide for funding of
a second field extension officer;
 

c. 	 Establishment of export grades for fresh ginger;
 
d. 	 Consideration of exporting Fiji's ginger under a single


label; and
 
e. 	 Working more closely with 
the 	banks so to
as access
additional funding allowing the industry to expand and to
shift part of the burden of financing from the exporters
to the banks.
 

The 	long term T/A advisors under 
CAD 	will assist in the
development of a much stronger industry wide association with the
aims of improving both quality (thus price) and production. The
assistance will also include short term T/A utilizing a Hawaiian
ginger farmer to supplement the extension efforts
association. 	 of the
Trials to develop environmentally sustainable
production methods will also be supported. Should the association
agree to 
adopt and enforce a significantly 
better grading and
pricing system support for, through the prime contractor, CAD will
provide initial funding a manager to lead the association in its
transition from a voluntary association to a commercial business.
This person will provide the direct link between the long term CAD
team and the association in the development of the business.
 
Other examples of emerging associations exist in the South
Pacific and they are in varying states of development. Some such as
the Fiji Fresh Produce Exporters' Association are loosely formed
and exist primarily to give the industry a voice in dealing with
such problems as quarantine restrictions and freight problems, The
common denominator 
in assistance 
is that the organization be
producer-owned, this is the key for replicability and this will be
the focus of CAD.
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II. Product Competitiveness:
 

Resolution of Ouarantine Issues
 

The 	isolation of the Pacific Islands has meant that 
they
previously had few natural pests to content with. However intraisland trading, and the advent of the colonial era followed by the
development of the tourist industry have caused a rapid spread of
pests from island to island 
so that now lucrative markets are
closed to south pacific produce because of quarantine restriction.
Of special concern in the CAD project are the many species of fruit
flies which have been identified in the 
Pacific Islands, these
fruit flies are now being controlled by a quarantine regimen which
includes the use 
of fumigants no longer tolerated in most of the
target markets.
 

The 	Pacific Islands must be brought into the mainstream of
quarantine treatment methods if they are to continue to export high
value crops such as papaya, fresh vegetables, etc.
 
The research and development of quarantine treatments requires
the following general procedures and information:
 

1. 	 Determine which fruit fly species are present in the area
where crops (e.g.; fruit) are harvested for export, the
fruit fly distribution, 
host range and quarantine
importance to importing countries 
(includes preliminary
contacts with the regulatory agencies of importing

countries).
 

2. 	 Determine the host 
status of the fruit for fruit fly
infestation and host/pest relationships for fruit that
 
are hosts.
 

3. 	 Develop techniques for mass-rearing fruit flies of
quarantine importance in the laboratory for experiments
(includes fruit fly biology and life cycle information).
 
4. 	 Select candidate quarantine 
treatment technologies,
(e.g., 
heat or cold treatments) 
that the fruit will
tolerate. 
Quarantine treatment technologies, primarily
laboratory equipment and research methods necessary for
basic studies, are transferred at this point.
 
5. 	 Perform tolerance/quality 
tests of treatments against


fruit in the laboratory.
 
6. 
 Develop thermal mortality data for fruit fly eggs and
 

larvae.
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7. 
 Develop treatment efficacy data that is acceptable to the
regulatory agencies 
of importing countries 
(includes
approved quarantine treatment 
 security statistics).
Commercial treatment 
 technology and equipment 
 is
transferred to coincide with the completion of efficacy
data and the initiation of confirmatory testing.
 
8. 	 Perform confirmatory tests as required by the regulatory


agencies of importing countries.
 
9. 	 Submit data to the 
regulatory agencies of 
importing
countries for approval. All research data may require
review by the regulatory agencies of importing countries,
and regulatory personnel 
 may directly observe
experimental procedures, particularly during confirmatory


tests.
 

The 	post-fumigation-era 
quarantine 
treatment technologies
available today use head and/or cold treatment in the form of hotwater immersion, 
vapor heat, high-temperature forced-air, and
refrigeration. 
 These treatments increase or 
 decrease the
temperature of the host beyond the thermal limits of the target
quarantine pest. 
Pesticide use, especially for postharvest use on
fruit and vegetables, has declined in the developed nations over
the past decade. 
 It should be noted that none of the quarantine
treatment technologies available for transfer to the Pacific Island
Countries use toxic compounds. 
In fact, both hot-water immersion
and 	high-temperature forced-air 
treatments were developed
alternatives to fumigation for tropical fruits, such 
as
 

as litchi,
mango, and papaya.
 

Australia, Japan, New Zealand, the U.S., and other countries
have private, state and/or federal research agencies that supply
scientific data from the research and development of quarantine
treatments to the regulatory agencies. 
 In these countries, the
needs of the commercial sector and regulatory agencies directly
influence 
research activities. Grower/exporter groups 
usually
represent the commercial sector. 
 The 	existence of 
and close
working relationship between regulatory and research agencies and
commerrial 
sector groups facilitates 
the 	timely development of
quarantine treatments in developed countries.
 

Under CAD, the participating countries will receive assistance
by the staff who developed Hawaii's quarantine regimen and training
in certification, 
 operation and maintenance of equipment,
development and enforcement of acceptable treatments. In order to
speed up the development of 
HTFA treatments, the project will
purchase prototypes for research and development of protocols and
for 	industry to serve 
as 	 a model for other countries in the
region.
 

1V
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IAk Product Competitiveness:
 

Quality Control 
 Standards. 
 A Hallmark
competitiveness, especially with high value products 
of product
 
is quality
control. 
 The economic analysis contains although rending of the
economic returns to reaped from small
be increases in quality
followed by careful grading for export. 
Quality standards are set
by importing countries and must be maintained if markets are to be
assured. 
Rejection of produce by importers is a costly mistake for
the exporting business and is a continuous problem of South Pacific
 exporters.
 

Quality standards which relate to 
health and nutrition are
generally established by the exporting government, but standards
which relate to consumer appeal (appearance, size, packaging, color
etc) 
are governed by the standards of the 
importer and must be
regulated by exporting industries. Industries need to establish
the standards, publicize them for producers and enforce them at the
point of purchase.
 

CAD has an important role to play in this regard. 
 Working
with Agribusinesses to
 

A) find out the specifications of importing countries;
 
b) assist in the development of grading manuals 
(USP);
 
c) advise associations on technical packages and 
 (pre and
post harvest) which 
contribute to 
the quality of the
 

final product.
 

III. The Sustainability of High Value Crops
 

The crops which show the most potential for the CAD project
are listed in table 1. With only a few exceptions (coffee, ginger)
they require very little 
inputs in terms of 
fertilizer 
or
pesticides. Vanilla, for example, is a member of the orchid family
and requires no chemical inputs. 
 However, ginger is to be a main
emphasis in the project and other crops
sustainable production practices 
should be using more


in order to ensure
sustainability, product
the hallmark of competitiveness. 
 Hence an
environmental report which discusses current production practices
and recommends 
 more environmentally 
design practices where
applicable 
 was commissioned (Annex K). 
 The reports'
recommendations have been included in the body of the paper.
 
Most of the niche crops are by
grown small holders with
limited access to chemicals and many would qualify for "Organic"
Certification 
in the US and other markets. The project 
will
explore the possibility of obtaining certification and, hence,
premium prices for these products during implementation.
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IV. 	Empowerment of Industry to influence the Commercial Research
Agenda:
 

Agricultural research in the South Pacific is conducted on a
national basis (generally the ministries of agriculture or Primary
Industries) and on 
a regional basis. 
(By the University of the
South Pacific.
 

The 	agricultural campus 
of USP at Alafua services twelve
independent nations in South
the Pacific. The Institute for
Research, Extension and Training for Agriculture (IRETA) has been
assisted under the SPRAD project for almost 10 years. Under a
subcontract with the University of Hawaii and Cornell University,
the 	IRETA center was established

facilities 	 and staff were trained and
were constructed. 
 The institute has received
contributions from many other donors over the course of the project
and USAID assistance now constitutes only a little over one-third
of the operating budget. The original goal of the SPRAD project was
increase food production
to 	 so that the member countries could
reach self sufficiency in food crops. 
 IRETA has been involved in
basic food crop research and has built up an impressive inventory
of publications and information. It has not, 
however been well
linked to commercial 
 producers or expdkters, nor has the
Institute's research agenda been influenced by in determining their
workplan or research agenda.
 

Despite these rather weak links to the export sector, IRETA is
a unique center in the region, it represents the only source for
dissemination of marketing and quality control information in nine
of the ten countries served by the RDO/SP and is 
one of the main
information centers geared to supplying agricultural information
among the South Pacific nations. In addition the training 
and
research facilities developed under SPRAD are unique in the region.
 

Establishing USP-
 Commercial Aaricultural_ 
 k. 	 USP staff
have drawn up a proposal for CAD funding which would align IRETA
MORE closely to the commercial agricultural sector. While the
details of the proposal need yet to be worked out, it represents a
radical departure 
from USAID's past assistance to USP.
activities will be product oriented and funded on 	
All
 

the basis of
their response 
to CAD objectives and research 
topics will be
identified by industry associations.
 

A cooperative agreement will be negotiated with USP to fund
the following tasks:
 

- producing three export quality manuals for root crop,fresh fruits and vegetables, and spices; 
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changing the ALO network to establish information links
 
to the commercial sector;
 
conducting a series of workshops on quality control for
export and other topics as identified by industry;
 
the producing three training videos 
on topics to be
determined by the project coordination committee;
 
conducting export research grants on topics of importance
to commercial agriculture as approved by the project

coordinating committee.
 

supporting the Agricultural Information Network (AIN) to
improve the solicitation 
of commercial agricultural
enquiries, the researching *of the responses and 
the
dissemination of information-to participating nations.
 
coordination 
of CAD with the SPC biological control
project will also be done by the project coordinator and
reported in the contractor's quarterly reports.
 



ECONOMIC ANALYSIS
 

The purpose of CAD is to increase the value of agricultural
exports by the private sector. 
 This will be achieved mainly by
inputs directed at enhancing the marketability of produce by
improving quality and continuity of supply.
 

Zunrovina Droduct quality: the economic rationale
 

There is ample evidence that whenever an agricultural industry
establishes and enforces quality control and grading standards, the
industry (including growers) benefit. 
Within the Pacific islands
this is exemplified by 
the PNG cocoa industry where superior
quality has consistently brought 
growers significantly higher
prices than their counterparts elsewhere 
 in region. For
horticultural export industries, Hawaiian papayas and New Zealand
apples provide excellent examples of benefits 
from industries
enforcing high quality standards.
 

The Pacific islands region generally has a poor quality image
to overcome in the market place for most 
of its agricultural
products, particularly 
 fresh produce exports. A report
commissioned by the Pacific Islands Development Program (PIDP),
describes the reputation of Fiji papaya in the Australian market:
 

The complaints 
 of Australian wholesalers
concerning 
 the variable presentation and

packing standards told to and seen by the
author in 1987, 1988, and again in 1989 were
virtually 
the same: i.e., poor packing,

underweight cartons, and the inclusion of both
 
over and under-ripe fruit, which had it been
harvested prematurely would have never

ripened. Yet Fiji papaya that did meet the
standards, 
 were readily acceptable and

received premium prices (Eaton 1990).
 

The situation described for papaya is not atypical for fresh
produce from the island. 
 One of the largest importers of Fiji
ginger in the United States recently commented:
 

"Quality wise you have 
a long way to go. In
general, Fiji's quality has not improved over

the years. The general opinion is that Fiji
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has no 
grading standards. 
 All Fiji ginger is
considered 
"field"-run 
(i.e. everything into the
box irrespective 
of size)". (In response to a
questionnaire 
 sent by 
 the AID's Commercial
Agricultural Development Advisor in January 1990 to
Fiji's North American ginger importers).
 

The lack of quality control has made it difficult to market
produce from the region and to obtain attractive prices, with most
prices gravitating to the lowest 
common denominator in terms of
quality.
 

Improving the quality of high 
value exports can lead
substantial to
economic benefits relative to cost
the incurred
particularly in the case of an existing industry. 
-

The reasons for
this are as follows:
 

-
 there are significant price premiums for quality;
 
-
 there is considerable scope for improving the quality of
 

Pacific island produce exports;
 
- the high cost of freight and handling have to be met
regardless of the quality of the produce. 
Thus any price
improvement represents a net foreign exchange gain that
is passed on to the exporting industry;
 

- less resources are usually required to increase the
quality of production than 
the volume of production,
although there will be some time lag in achieving better
quality particularly if improved 
field practices are

required; and
 

- revenue increases can be achieved within existing freightcapacity; 

Estimates of returns to quality improvements are included in
the discussion of Fiji ginger.
 

Airfreight cagacity for horticultural exgorta
 

Sizeable markets 

exports from the 

have beien identified for horticultural
Pacific islands 
to Pacific 
rim countries.
Producing exports of sufficient quality to capture these markets is
a major focus of CAD. 
 However, there must also be adequate and
reliable air cargo capacity available if significant horticultural
industries are to be established. 
For perishable horticultural and
marine products 
the existing air cargo capacity is currently
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insufficient to allow the development of large industries. 
 Fiji,
with 36 outward wide-body flights per week to Pacific Rim markets,
is 
by far the best placed. Of these flights, 16 Air Pacific
flights and 
two Air New Zealand flights originate in Fiji and
thereby offer backloading capability. Fiji currently has around
300 tonnes of outward capacity available weekly of which about one
third on average is being utilized. Vanuatu is next best served,
with five flights per week to Australia and New Zealand markets,
all with backloading opportunities for produce. 
The higher outward
freight rates of produce from Fiji compared with Hawaii indicates
that the Pacific islands have not been able to 
 bargain freight
rates that reflect backloading opportunities . The outward
capacity toU.S. markets from Western Samoa and Tonga needs to be substantially
discounted due to the unreliability of the service provided.
 

While air cargo is a major constraint, sufficient capacity
already exists for the development of a significant fresh produce
industry in the context of a small island economy, as evidenced by
the development of the Cook Islands papaya and Fiji fresh fish and
early season ginger exports. The prospects for expanding tourism,
particularly for Fiji and Vanuatu, suggest that air cargo capacity
will be increasing over 
time, creating horticultural export
opportunities similar to that provided by tourism from Hawaii.
 

Coordination problems sometimes mean that full 
use often is
not made of available capacity. 
Part of the case for Air Pacific
establishing a service to Japan was to provide an outlet for
fresh produce to this highly remunerative market. 
 Yet with the
exception of fresh fish the company has been very disappointed with
the cargo response to the service, which was established in 1988.
However, a lag in supplier response to available cargo space is
inevitable--a problem exists with orchestrating the two. 
 It is
encouraging 
to note this service has provided confidence for
significant Hawaiian investment in cut flower development, with the
first exports to Japan having recently commenced.
 

1. 
 The rate for Fiji cut flowers to Japan is $1.20/lb which is
approximately three times the rate from Honolulu to Japan.
 



Estimation of Project Benefits
 

The direct project benefits are the increase in export revenue
from target agricultural products. 
For some project interventions,
as 
with Fiji and fresh produce, it will be relatively easy to
separate the "with project" from the "without project" situation.
For more minor intervention it will be more difficult to accuratelyattribute the impact of the project to change in export revenue.
An example would be the impact of the development of a taro washer
on the value 
of Western Samoan taro exports. An illustrative
list, on a product basis, of indicative economic benefits that
could be expected from the project is presented below.
 

Fresh Ginger
 

The main market for Fiji 
ginger is North America. The
Hawaiian industry (off-season to Fiji) sets the market standard in
terms of quality. On account 
of its superior quality Hawaiian
ginger receives 
a price 15% to 20% higher than Fiji. This
represents a $5 to $9 differential per 301b case on the Los Angeles
wholesale market. 
As a result of quality improvements arising from
the project 
it is projected that the difference in the price
differential can be halved. 
This will take three to four years to
achieve since quality improvement requires changing field practices
and the introduction and acceptance of grading standards. 
Halving
the price differential would represent a price increase 
 of about
$0.4 million in wholesale value of Fiji ginger based on 
current
exports of around 1,600 tonnes (or 120,000 cases). 
 Virtually all
of this increase represents a net gain to 
the Fiji economy and
industry since 
all shipping, packing, and packaging costs have
already been met. It is estimated that halving of the price
differential between the Hawaii and Fiji prices would increase the
FOB revenue of the 
Fiji industry by approximately 25% with no
increase in the volume of sales. 
 The volume of sales, however,
is also likely to increase as a result of the project because the
rate of post-harvest rejects 
should be reduced (currently around
40%). Thus it is reasonable to expect that by the end of the
project Fiji will 
be exporting 2,000 tones of 
improved quality
ginger to North America, which would increase the FOB revenue of
the industry by another $0.3 million (at an FOB price of
$1,000/tonne). The projected 10 year revenue 
stream increase
attributed to the project is estimated in Table 1.
 

Processed Ginger
 

Opportunities have been identified to substantially increase
the export revenue earnings from this long-standing industry. 
The
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main 	market 
is the EEC where there is scope for considerable
expansion. 
There are market opportunities in the U.S. However the
achievement of 
this 	expansion will require consistently higher
quality, capital investment in processing, and product promotion.
In addition scope 
for cost savings has also been identified. A
necessary condition for these improvements is the privatization of
processing and marketing, and CAD expects to be directly involved
in this process. A $1 million increase in the net revenue accruing
to the industry is seen as an achievable target over five years, of
which approximately 50% might be attributed to the interventions of

CAD.
 

Table 1: Ginaer Exoorts: Forecast Revenue Incroase 

Year 1 2 
 3 	 4 5 6 7 8 9 10 
(FOB revenue increase US$million) 

Fresh Ginger - - .2 
 .7 	 .8 .8 .8 .8 .8 .8
 

Processed
 
Ginger  -
 .1 	 .3 .3 .4 .5 .5 .5 .5
 

Total 
 -	 - .3 1.0 1.1 1.2 1.3 1.3 1.3 1.3
 

Fresh Produce
 

Outstanding market prospects have been identified for fresh
fruit and vegetables, particularly in Australia. 
This 	development
has been constrained by two key factors; antiquated post-harvest
facilities operated by government and 
lack 	of industry-enforced
quality standards. These constraints will be addressed directly by
CAD. 
 Furthermore the deregistration of the chemical fumigant EDB
means future export of products such as papaya will depend on the
successful implementation of CAD.
 

The benefits from these interventions will start to be
realized in year four when a commercial high temperature forced air
treatment facility will be operating. Indicative forecasts of the
increased value of Fiji's fresh produce exports
over the next 10 years arising from the project are presented in
Table 2. The "without" project situation assumes there would be no
exports after year four as quarantine restriction will close down
the market completely. These estimates, which 
are regarded as
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conservative, are based on various studies of market potential and
Fiji's horticultural production capabilityl. 
The projections assume
some modest increase in outward freight capacity above
present levels after year six. 
Approximately 50% of the increase
in produce exports is attributed to CAD, with the balance assigned
to the collaborating SPC/FAO Regional Fruit Fly Project (See Annex
F). The success of both projects is seen as a necessary condition
for expanding the value of Fiji's fresh produce exports.
 

Table 2: 
Frosh Produco Export: Forecast Revenue Increase
 

Year 1 2 3 4 5 6 7 8 9 10 
FOB revenue 
Increase 

- .1 .3 .5 2 3 4 5 5 5 

(US$million) 

1. Asian Development Bank FiW-i Agricultural Sector Study Volume
III (Commodity Profiles), Manila 1985.
 

Atkinson, Gath ExDortinp Fruit and Vegetables to New Zealand:
A Guide to Pacific Trade Office, Auckalnd 1991.
 

Hardin and Associations The Australian Market for Fruit and
Vegetables from Pacific IslandCountries. Report prepared for
the Forum Secretariat Seminar on Exporting Fresh Produce to

Australia, Suva, 1990.
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Cocoa 

The development 
 of the Fiji cocoa industry has been
constrained by inefficient government marketing monopoly and

an 


poor standards of dry bean processing. 
CAD expects to be directly
involved 
 in the privatization 
 of the industry,
establishment and the
of quality standards and the for
means their
enforcement. 
 As a result of these interventions the quality of
Fiji cocoa is expected to increase along with the efficiency of the
marketing. 
 As a consequence the unsubsidized raturns to growers
will be greater than would have otherwise been the case.
 
For a commodity, the absolute price of which is determined by
world market conditions, it is difficult to quantify the expected
revenue gains to growers. However it is noted that at present Fiji
cocoa receives approximately a 10% quality discount. 
In contrast
New Guinea 
Island Produce (NGIP) Ltd, 
 whose expertise will be
drawn on by the project, currently receives a quality premium of
$40/tonne above the PNG average price which is in turn well above
the Fiji price. The objective of CAD will be to 
remove Fiji's
quality discount. The successful achievement of this modest goal,
at current price and production levels, would result in an $80,000
increase in revenue. Virtually all this increase would accrue to
the industry since all shipping and handling costs have already
been met. In 
addition to revenue increases, cost savings are
expected to arise from a more efficient marketing system. 
 With
increased incentives and returns to growers a significant increase
in exports could be expected over the project period, 
even from
existing plantings. The world market 
prices are expected to
increase significantly over the next five years creating a positive
environment for cocoa 
industry reform. 
 A $200,000 net revenue
increase by the end of the project is taken as a working assumption
of the benefits that 
could be attributed to 
the project. The
projected 10 year revenue increase stream attributed to the project
is shown in Table 3.
 

Table 3: 
 Cocoa ZxDorts: 
 Forecast Revenue Increases
 

Year 
 1 2 3 4 5 7
6 8 9 10
 

FOB revenue 
 - - .1 .1 .2 .3 .4 .5 .6. .7

increases
 
(US$ million)
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Pavua New Guinea
 

Management Training Capability: 
 The initial emphasis of CAD
activities 
in Papua New Guinea will be 
to develop regional
management training capability utilizing 
a successful Papua New
Guinea management company, NGIP Ltd.
 

Papua New Guinea's commercial agricultural businesses will be
the direct beneficiary of this program through enhanced quality of
produce, improved marketing and increased efficiency of operations.
It is difficult, however, to quantify these improvements in terms
of increased export earnings.
 

NGIP's management training 
is expected to an
be ongoing
program beyond the initial assistance from CAD. 
Thus the East New
Britain Province (ENBP) will be "exporting" expertise to the region
which will generate foreign 
exchange. A successful ongoing
training program might generate between $50,000 to $100,000 per
annum in foreign exchange 
in terms of participant fees and
consultancy payments.
 

Apart from management training, CAD will be utilizing NGIP as
a producer-owned business to stimulate agricultural development and
diversification in ENBP. 
 A.I.D. has already stimulated serious
interest in the development of 
a UHT coconut cream project, the
successful implementation of which would generate several million
dollars of increased revenue to the coconut farmers. 
CAD may also
provide technical inputs to facilitate tropical fruit development.
However at this stage it would be premature to try and estimate
these potential benefits and to attribute any contribution to CAD.
 
During the course 
of the project, depending on funding
availability, CAD will look to working with other industry groups,
(e.g. Papua New Guinea Growers Association, and the Papua New
Guinea Spice Growers Association) to increase export earnings.
 

Western Samoa
 

Taro vies with coconut products as Western Samoa's largest
export earner, with FOB values ranging from $2 to $4 million over
the last few years. The rapid growth in Western Samoa taro exports
since 1986 is 
a direct result of privatizing marketing. However,
further revenue expansion is being 
constrained by "cut-throat"
competition by individual exporters, absence of industry quality
standards, shipping problems, and pests. 
CAD will focus on some of
these constraints.
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At the request of the industry the project will try to
facilitate the development of 
a low cost taro washer drawing on
research already undertaken by the University of Hawaii. 
 If this
innovation is successful it will 
improve the quality of Western
Samoa taro and 
enhance marketing efficiency. The marketing
coordinator, located 
at USP, will prepare a market driven
marketing/quality standard manual 
for root crops, and will work
with the industry and government for the adoption and enforcement
of these standards. 
He or she will work with the industry to form
a commercial association to improve and coordinate the operational
aspects of marketing. If all these interventions are successful it
would not be unreasonable to attribute a 25% increase in taro FOB
revenue 
(around $1 million) to the project by the end of the

period.
 

Bananas 

Western Samoa is trying 
to re-establish an export banana
industry to New Zealand. Bananas were Samoa's major export up
until the end of the 1960s. Trial shipments are currently been made
by Morris fledstrom's (WS) Ltd. 
 Western Samoa could realistically
establish a 10% market share (2,000 tonnes value approaching $2m),
based on the superior taste and the significantly shorter sailing
time compared with Central American suppliers. Soil and climatic
conditions-are excellent for bananas in Samoa. 
There are, however,
major quality related marketing 
problems to be overcome,
particularly 
with respect to field practices and quarantine.
Should a decision be 
made to move into a commercial phase of
bananas exports then CAD will have a part to play in facilitating
this process, with 
New Zealand aid probably taking the lead role.
Some potential areas of CAD activity might include:
 

- supporting research to determine the fruit fly status of 
Samoan bananas; 

- facilitate access to simple post-harvest treatment
technology to enhance the appearance and prolong self
 
life; and
 

- to provide organizational and operational assistance forthe formation of a commercial banana growers association.
 

All these activities taken together could have a significant
impact on the successful reestablishment 
of a banana export
industry. However at this stage it is 
not possible to meaningfully
quantify the possible magnitude of these benefits.
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Yams in Vanuatu are a well developed traditional industry with
good export prospects, particularly to Australia. 
However the cost
of internal shipping 
is a major constraint. 
 Also nematodes
preclude exports to some markets including Hawaii and other Pacific
Islands. 
Thus any significant commercial development is
on the likely to
island of Efate and 
will probably involving some
mechanization and quarantine treatment.
 

CAD expects to provide organizational and operational
assistance to the Syndicate D'Agricole and its associated member
industries. 
 Root crop exports may 
be one of the industries

supported.
 

Under its quarantine treatment component, CAD will look to
facilitate the development of a commercially operated hot water
treatment facility for root crops. 
This will substantially expand
the opportunities to export superior quality yams. 
The marketing
and quality control manual 
for roots will provide the basis for
industry enforced standards.
 

All these measures taken together are expected to facilitate
the establishment of a new export industry. 
 How quickly such an
industry might develop is impossible to predict. However, in the
'roject's five year time frame, it would be reasonably to assume
that Vanuatu's root crops could exceed $300,000 million.
 

The Vanuatu government has been promoting pepper as a smallholder diversification crop particularly in isolated areas. 
 The
experience of the Pohnpei industry has shown that the world market
for premium quality (gourmet) black pepper is under supplied and
that a small island nation can establish a successful industry.
Vanuatu, like Fiji, has the additional advantage of being able to
build an industry on supplying gift packages to a growing tourist
market. Furthermore 
Vanuatu's labor supply situation is far more
favorable than that of Pohnpei. 
However the Vanuatu industry lacks
organization, 
and private sector involvement 
in processing and
marketing is required. 
 CAD expects to work with the Plantation
Support Association, (as a member of the Syndicate D'Agricole) in
developing its pepper 
marketing capability. However, it is
premature at this stage 
to estimate what 
the value of such an
industry might be.
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Solomon Islands
 

The Solomon Islands 
wishes to develop the export
indigenous naali of thenut as an exotic tropical 
rain forest product.
This delicately flavored 
nut would 
appear to have excellent
potential if 
correctly packaged and promoted. 
 However, a major
constraint to 
commercial development is 
the nut's exceptionally
hard shell. 
 A simple cracker is required that allows sufficient
volume to be handled in a cost effective manner. 
CAD will look to
develop such a cracker. If this proves successful and the industry
develops, CAD may also look to assist in the creation of a growerowned naq i nut exporting company. However at this stage it is not
possible to estimate what the value of such an industry might be.
 

Fresh Produce exports
 

Tonga will not be an initial focus of CAD.
substantially if additional funding were 
(This could change


to be made available).
However Tonga will benefit 
from the transfer of non-chemical
quarantine treatment technology into the region. Tonga has already
developed a substantial fresh produce export industry, thus along
with Fiji stands to gain most from the successful transfer of this
technology. 
As a rough guide the increased revenue might be set at
half that forecast for Fiji.
 

Benefits in relationshipto osts
 

The project investment to achieve the benefits described above
is $6 million over a five year period. Additional project funding
would increase and accelerate the benefit stream.
 

There will also be additional cost 
incurred by industry to
achieve the increased value of exports. 
 It is assumed that these
costs will 
not exceed the 
cost of the project, since no major
capital investment in high costs areas such as land development are
envisaged. For calculating purposes it is assumed that industry
costs will be the same as project, but spread over 8 years.
 

Comparison of these costs with the indicative identifiable and
estimatable benefits are made in Table 4. The calculations exclude
a range of products and activities for which no estimate of future
benefits have been made. 
 These include, black pepper, vanilla,
specialty coffee, ngali nuts, and bananas. However the cost of the
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expected project interventions for these 
products and activitiesare included. 
A more detailed list of likely project products and
activities is described in Table 5.
 

Table 4: An Indioative CompArison of Benefit. and CorAj
 

Year 1 2 3 4 6
5 7 8
 

Beeft (B)

(US$million) 
 - .1 .9 2.0 3.9 6 7 8
 

Project 
 .7 1.5 1.8 1.2 .8
 

Industry 
 - .2 .5 1.6 .8 1 1 1
 

Total Cost (C) .7 
1.7 2.3 2.8 1.6 5 6 7
 

(.7)(1.6)(1.4) (.8) 2.3 5 6 7
 

IRR - 40% 

IRV
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I. 
SUMMARY OF POLICY RECOMMENDATIONS
 

As a result of performing the following Social Soundness Analysis
(SSA) of the USAID/RDO/SP 
Commercial Agricultural Development
(CAD), Project No. 879-0025, the following recommendations are made
to assist the design team and project staff in their 
further
efforts to make the CAD project a success:
 
1) Incorporation of SSA into Curriculum Development Efforts of
Management and Training Programs (e.g. Scope of Work for


NGIP);
 

2) Recording of Women in Development (WID) Findings in Quarterly
Reports of U.S. 
Contractors 
(e.g. disaggregated data on
factors discussed below such 
as participant and beneficiary

levels); and
 

3) Incorporation of Commodity-Specific Sustainability
Assessment of 
Land Use Practices in Project Monitoring and
Curriculum Development Efforts (e.g. ginger-growing practices
in Fiji).
 

II. SOCIO-CULTURAL CONTEXT
 

A. Background and conceptual framework
 
From a socio-cultural perspective, the South Pacific island nations
associated with the CAD project are all involved in the process of
modernization. 
This process is typically defined in
changes that occur when terms of the
hitherto relatively localized sociocultural systems become increasingly linked in 
a variety of ways to
socio-cultural systems outside their areas. 
The fact that a unique
combination of locally evolved socio-cultural characteristics is
involved in each particular modernizing process, and that each has
different combinations of linkages with the outside world over its
history of change, adds to the complexity of such processes.
every case there are new In
modes 
of resource utilization
production, and
new forms of social organization, and new of
thinking involved. Although ways


the intent in the design 
of
modernization projects is ultimately always to improve the quality
of life in general, the specifics of social landscapes in
where populations are areas
involved in the modernization process 
are
often uglier and worse off than many would care to admit. 
Avoiding
important issues with the potential to cause unacceptable levels of
socio-cultural disruption 
can be counterproductive, particularly
when social unrest and disorganization fester until the point when
revolution becomes unavoidable.

periods of rapid 

This is particularly true during
and radical change. 
 For this reason Social
Soundness Analysis should not be viewed as merely an annex to the
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initial project design phase, but as an ongoing process that should
extend beyond the life of the project. SSA provides a mechanism by
which significant impediments and 
potential impacts 
of specific
change proposals are identified and addressed at the design stage
of project development. 
The overall intent of the analysis is to
help 
ensure that the project, when implemented, will the
have
maximum likelihood of accomplishing its goals 
and the minimum
likelihood of causing negative socio-cultural consequences.
 
The current degree of overall socio-cultural modernization varies
considerably within the South Pacific region. 
 Of the countries
more centrally involved in CAD
the project, the Melanesian
countries 
(PNG, Solomon Islands and Vanuatu) are less modernized
than Western Samoa (Polynesian), which in turn is less modernized
than Fiji, 
where the exposure to outside influences has been the
greatest. 
 It can be useful to draw on the experience of cultures
which are further along in the modernization process when directing
change in areas which are less modernized. Such analysis helps to
identify impediments and potential impacts of change, as well as to
include the idiosyncratic factors of a particular 
area in the
design of project components (1).
 

Historically the Pacific islanders had no conept that their islands
formed a "region" of the world, not that 
the Pacific could be
divided 
into three culture areas. 
 These notions, which were
developed relatively recently by Europeans, are somewhat arbitrary
yet have helped to shape the 
Melanesian, Polynesian, 
 and
Micronesian identities islanders have come to assume in the course

of shaping regional affairs.
 

There is great variation, both within and among the areas 
of the
high-lying countries selected for CAD project activities,in their
socio-cultural contexts. 
 The time depth of human occupation and
the physical characteristics of the islands have had a considerable
influence on linguistic, cultural, and settlement patterns in the
Pacific. 
 The major islands of Melanesia have 
been settled the
longest, are largely continental in type (supplemented by volcanic
and low-lying coral island types), 
 and have the largest
populations, linguistic and cultural variation, resource bases, and
inland waters. Hence 
they have developed varied and complex
agricultural systems to support traditional lifestyles, and have
considerable agricultural potential 
 to support increasing
aspirations to participate in modern lifestyles and nation-building
efforts as well. 
 The major islands of Polynesia are typically
volcanic in type (supplemented by atolls), 
and to a lesser degree
exhibit agricultural potential (2). 
 The Pacific island countries
targetted by CAD are the five high-lying nations in the region with
the greatest agricultural potential: 
Papua New Guinea, the Solomon
Islands, Vanuatu, and Fiji in Melanesia (although culturally Fiji
is more similar to its Polynesian neighbors), and Western Samoa in

Polynesia.
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Minimal project 
activities 
are 
planned in the remaining five
countries associated with the USAID South Pacific Regional Project
Office.
 

Similar to each Pacific -island country, however, is an underlying
and dynamic tension 
between 
traditional 
attitudes concerning
extended-family responsibilities, and modern attitudes supporting
individualistic, entrepreneurial 
behaviors.
supporting Traditional
identification values
with and responsibility
individual's extended-family/clan to an
 are deeply-rooted in the belief
systems of most Pacific islanders. Historically, extended families
shared relatively small land 
areas, but 
with the 
advent of
nationhood islanders increasingly identify with people beyond their
immediate geographical area, including villagers who have migrated
to urban areas or overseas and maintain ties to kin groups groups
through regular remittances and participation in group decisionmaking 
processes 
(3).a
 
Similarly, in each country traditional patterns of land tenure and
use 
must be factored into the design of contemporary commercial
agriculture development programs.
than two hectares) Typically, smallholder (less
land tenure and
purposes use patterns
cause for commercial
the least disruption 
to traditional land 
use and
cultural patterns (this factor is discussed in more detail below).
Although 
it is not within the scope of 
this project to change
existing land tenure and use patterns, their existence both limits
the choice 
and shapes the design of commercial
commodities agricultural
and practices investigated
considerations by CAD, including
of beneficiaries, 
 participants,
feasibility, project impact, and social issues with a particular
 

socio-cutural
 
bearing on the success of the project.
 
Additional constraints which all Pacific island nations are faced
with are related to their rugged land features and large expanses
of ocean, straining the efforts 
of governments 
to provide their
populations with adequate communication, transport,
facilities. and shipping
The export performances in the past decade of the
bulk commodity crops, which have traditionally played subsistence
and/or commercial roles in many island economies (e.g. copra and
cocoa), have been 
lacklustre. 
 Yet the potential
commercial agricultural exists for
export commodities 
to contribute
significantly to increased wealth of individuals and nations alike.
 

more
 
Hence 
the CAD project focuses 
on high-value, 
value-added,
lower-bulk commodities, often designed for niche markets 

andf
 
abroad
(e.g. ginger, vanilla and other spices, fresh produce, taro, and
cut flowers). 
 Countries which 
have established 
a significant
tourism development potential, and associaied outgoing air cargo
capacities, are especially well poised to tap the lucrative markets
for such commodities in Australia, New Zealand, the United States,
Canada, and Japan (4).
 

Efforts to overcome two remaining broad categories of constraints
 

II IlkA 
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to commercial agriculture development are the focus 
of CAD
activities: a) strengthening commercial 
exporting enterprises
(e.g. improving organizational/operational 
aspects, expanding
businesses and privatizing parastatal businesses); and b) improving
product export competitiveness (e.g. production, 
processing,
quarantine treatment, marketing, and policy aspects). These efforts
basically involve people and the products of their contribution of
labor and capital resources to land resources. Capital resources
are the focus of a separate annex, but in this annex human and land
 resources are discussed below in more detail.
 

B. Human resources
 

1. Labor force
 

Table 1 gives brief
a summary of statistics commonly used 
by
national planners to an
give overview of a nation's human
resources, with a particular view to rural agricultural resources
(5). Although there 
are many interesting points which could be
noted about the facts reported in this table, for 
example the
outmigration pressure release factor in Western Samoa or the 800+
local languages in Papua New Guinea, it is at least as important to
note that women are very often responsible for the majority
activities involved in getting 
of
 

an agricultural commodity to 
the
farm gate, yet statistics on their role in the (agricultural) labor
force are rarely collected (this issue is discussed further below).
 

Across the Pacific there are relatively high rates of population
growth and modern educational systems which increasingly penetrate
remote rural areas 
(albeit at a slower rate in much of Melanesia
than in the 
rest of the South Pacific), creating an ever-growing
cadre of young, cash sector job-seekers. Yet relatively few jobs
are created each year 
to meet this rising demand level. In
addition, there is typically a scarcity of indigenous people with
the skills in highest demand on the job market (especially business
and managerial skills required to successfully export high-value
agricultural commodities abroad), and even semi-skilled people are
scarce 
in parts of the region. While there an
is abundance of
people familiar with the traditional agricultural methods required
to meet subsistence needs, and even a significant population which
has gained some experience in growing crops traded on 
the world
market (e.g. cocoa, coffee 
and copra), the potential of the
commercial agricultural sector to generate additional cash incomes
 
and associated improvements in the quality of life is considerable.
Activities in the CAD project are associated with movement from the
subsistence to the semi-commercial labor category (i.e. into the
nation's "labor force") 
for some, and movement further along the
continuum 
 to the fully commercial agricultural commodity

producer/processer/exporter category for others.
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Although 
the theory in international 
economics 
is to pursue
nation's comparative advantage in exporting commodities 

a
 
the factors of production in which
are especially
particular well-suited
nation's 
natural to a
endowment 
 (e.g.
Southern hemisphere, location in the
few natural 
pests), organization
factors of production ca;, be critical to the "level at which life
is lived" 


of the
 
on the part of project beneficiaries.
team has been very careful to 

The CAD design

project of smallholders 

emphasize the participation in the
in producer-owned companies
processing and marketing functions as well 
which 
have


which will be promoted are 1) the 
(6). Ownership models
cooperative 
model (e.g. 
the
Friendly Islander Marketing Cooperative (FIMCO) in Tonga); and 2)
large, producer-owned companies (e.g. New Guinea
(NGIP) in Papua New Guinea) (7). Island Produce
 

the need to improve 
The CAD project also emphasizes
the quality rather 
than the
agricultural commodities produced for export markets, creating 


quantity 
of
 
potential to generate greater cash incomes for jnjg 


the
 
minimizing the pressure for scarce land resources. 

farmers and
 
The CAD project
also emphasizes crops which are grown in rotation with subsistencetype crops (e.g. ginger rotated with root crops). 
The combined CAD
emphasis on smallholders in producer-owned companies, growing highvalue, high-quality 
crops on 
a rotational
sensitivity basis, indicates
to traditional 
land tenure/land
emphasis use patterns.
on the part This
of the CAD design team
potential of the project to 

also indicates the
improve nutritional
where significant levels
amounts of in cases
cash income are
difficult-toobtain spent 
on otherwise
protein 
sources. 
 Past (especially 
in the
colonial era) commercial agriculture development efforts have often
focused on 
developing (large) non-producer-owned agribusinesses,
and in 
cases where both 
cash
inadequate on 
and land resources have been
the part of the agricultural workers, nutritional
status has even declined (8). 
 Efforts of the CAD design team to
avoid such mistakes of the past serve to maximize the potential for
success of the CAD project.
 

An additional 
problem associated 
with increasing of
levels
population pressure in the Pacific is the requirement for change in
traditional views towards natural resources as an immediate source
of income, to sustainable views of resources as a source of capital
which must be preserved to assure a flow of benefits far into the
future (9). 
 Although traditionally practices allowing for fallow
periods and taboos associated with agricultural 
use of specified
(e.g. steep) areas contributed to the sustainability for milennia
of such practices, population pressures, exacerbated by uncertainty
in the duration of customary land user-rights, all too often result
in environmental 
degradation

Fiji), (e.g. ginger growing practices 
in
downward revisions to projected flows of project benefits,
and fewer options for future generations.
 

IVA
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2. Accumulation of wealth
 

wealth are 

Traditional attitudes in the Pacific towards the accumulation of
significantly 
at odds
pursuit with those advocated
of profit-maximization in the
in the private sector.
Traditionally resources are viewed as something to be redistributed
in support of 

and any 

a complex system of extended-family relationships,
accumulation 
of business stocks and
targetted 
 be
for community consumption profits may

rather
Erratic work than reinvestment.
 

traditional 
schedules, includinq frequent rescheduling to
social obligations, meet
are accepted within
systems where traditional
a high value is placed on
resources, caring, the sharing of
and community solidarity.
experienced the Many an islander
inward struggle often associated with trying 

has
 
to
accomodate opposite value systems within a single lifestyle. 
Such
struggles should be anticipated during project implementation, and
creative solutions sought 
to accomodate
clearly both value systems when
project participants/beneficiaries 


are not prepared
discard the traditional for the modern value system. 
to
 

fact that the Despite the
nexus 
between human and land resources
customary land user-rights) is so 
(especially


crucial to achieving projected
outputs, it is not possible to assess
particular nexus when 
in advance the details of a
the
deliberately been designed 

projmct implementation 
strategy
to be flexible enough to 
has
 

respond to
specific demands within the region for broad categories of project
inputs as 
they arise during the 
life time of
participant the project.
and project site As
details 
associated 
with specific
project activities become known during project implementation, it
will be important to 
 include 
social 
scientists
technicians in the design of training materials etc. 
as well as
 

example 
is the projected An obvious
activity involving of
the transfer
managerial and operational expertise from the NGIP experience on
the island of New Britain in Papua New Guinea to other areas of PNG
and the Pacific region.
In assessing the motivation for islanders 
to participate in the
cash economy, especially when traditional subsistence roles
still actively pursued and are
valued, 
 it is important
misinterpret a desire to obtain cash for specific purposes 
to not
 

clothing, school (e.g.
fees, imported 
food items) 
as a desire to
accumulate profits/wealth in a modern, capitalistic sense. 
It is
also important that a realistic assessment is made of the constant
wealth-levelling 
pressures 
at work
associated with the project. 
in and island community


Such assessments may support 
more
creative design approaches to the distribution of benefits accrued
as 
a result of particpaton in commercial agriculture development
other than simple individual cash payment schemes. For example, it
may prove functional 
to factor as a 
cost of doing business 
a
portion of business earnings earmarked from the start for communal
consumption.
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3. Entrepreneurship
 

Successful efforts to date in
value agricultural the Pacific region to export high
commodities 

foreign have often been associated with
investors 
and resident minority groups. 
 Management
structures and operations in keeping with international business
principles are typically foreign to the traditional value systems
of Pacific islanders. 
 Current national development plans in the
countries involved in the CAD project assume a prominent role in
the economy for export-oriented agriculture, despite the scarcity
of people with a strong background and understanding of business
development principles. Entrepreneurs do exist, but the scope and
scale of their activities may require adaptation to the realities
of 
modern business practices. Assistance with
process is this adaptation
an important focus of CAD project activities.
 
As indicated in Table 1, with the exception of Fiji, a minimum of
93% 
of the population of each of the countries associated with the
CAD project The
is indigenous. 
 average 
incomes
populations in the Pacific typically lag behind those of (foreign
investors and) non-indigenous populations. 


of indigenous
 

up," In an effort to "catch
national planners increasingly target indigenous populations
as the intended beneficiaries of project inputs.
particular, In Melanesia in
the exposure of indigenjus people to 
successful
entrepreneur models associated with migratory and/or multi-cultural
population patterns has been minimal.
income growth within 
The challenge to accelerate
indigenous 
Pacific
especially great, given 

island populations 
is
the fact that the
majority of value systems of
those involved the
in past export ventures (especially
Europeans and Asians) are traditionally more in keeping with the
va1ues supporting successful 
 entrepreneurship
relnvestment of models
accumulated (e.g.
wealth) than 
the traditional
systems associated with Pacific islanders. value
 
National development
banks in the Pacific have been at the forefront of efforts to find
creative 
solutions 
to bridging 
this gap. Customary land 
userrights often require adaptation to the modern business environment,
yet rapid and radical changes are 
to be avoided for the 
reasons
discussed above.
 

4. Women in development
 
The subject of Women in Development (often referred to as WID) is
at least as 
trendy in international devlopment agency circles as
the subject of environment is. 
 There is a logical explanation for
this phenomenon of the present development decade.
are considered If the 1950's
to be 
the First Development
World-War II Decade of
era (particularly for 

the post

LDCs), Less Developed Countries 
or
then we are now in the Fifth Development Decade.
few cases have prescriptions In only a
for "take-off"
economic growth in the pursusit of
been successful 
 (e.g. Newly 
 Industrialized
(NICs, such as Taiwan and Singapore),
 
Countries 




while the development landscape is littered with debt- and povertyridden examples such as Zaire and Brazil. 
In the case of the evergrowing list of crisis-ridden countries, few would argue that the
majority are 
better off after pursuing conventional development
wisdom for 
four decades" Hence the
"rethinking development" flurry of activity in the
department. 
 As a resuslt of such
exercises, women and/or environment typically move to the top of
the list of under-factored 
components contributing 
to past
development failures.
 
The subject of 
the role of women in traditional vs. modernizing
Pacific island societies is especially important to the success of
the CAD project, especially in 
context 
of Melanesia. 
 While
hereditary chiefdoms and social stratification 
are more common in
Polynesia, they are rare in Melanesia where the "big man" tradition
operates. 
 According to this tradition,
 

men acquire status by deeds of warfare, oratory skills,
demonstrated leadership ability, 
and the capacity to
acquire and distribute wealth. 
A "big man's" status is
never secure,and 
ambitious 
younger men 
are always
standing off state waiting for their opportunities... The
status of "big man" 
is symbolic of another important
difference between Melanesian and Polynesian societies.
Melanesian societies were and are male dominated.
are definitely inferior in social 
Women
 

status, and by and
large, do not participate in political and major decision
making processes. 
 Women are viewed as
children and pigs (highly valued 
the keepers of
 

in the area),
variety of and a
taboos separate the 
sexes. 
 In Polynesia,
males occupy most chiefly and 
other important public
roles, but women are not without iicluence. Women in
chiefly roles 
are not unknown, and 
often, women have
social hierarchies that parallel those of males. 
 The
sisters and other female relatives of chiefs and other
notables have enjoyed exceptionally high status, and this
has carried over into comtenporary times (10).
 

The traditional 
lack of particiation by 
women in political and
major decision-making processes (including decisions regarding land
tenure and user-rights) in Melanesia, and to a certain extent 
in
Polynesia as well, is an important factor to consider in designing
CAD activities. Although village
visitors when initial decisions 
men typically interface with
are 
to be made about project
involvement, it is important that efforts are made throughout the
course of 
the pr-' !t to


involvement in 
analyze existing patterns of women's
growing, harvesting, processing,
products intended for and marketing
export markets, 
as well as in financing,
managing and other operatinal activities.
 

-12
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Differentiation of gender-specific factors involved in successful
(vs. unsuccessful) in-country 
CAD activities will be useful in
replicating such activities. 
 There is little precedent for such
anaysis in the region, although a start has 
been made (e.g. a
United Nations project in the Pacific region (RAS/89/WO1) entitled
"Integration of Women into Mainstream Development Planning," 
and
parallel YWCA efforts region-wide to enhance the role of women in
development efforts at 
the grass-roots level) (11). Statistics
exist (see Table 1) in Vanuatu and the Solomon Islands, for
example, on the number of women in the labor Data
force. on
gender-specific smallholder activities in the Solomon Islands are,
unfortunately, rather limited in their scope. 
 Efforts by CAD to
initiate the collection and analysis of such data will be a useful
contribution to 
national planning efforts in the associated
countries, as well as 
in the design of CAD activities.
 

C. Land Resources
 

1. Land tenure and user-rights
 

The subject of land tenure and user-rights has already been touched
 upon in numerous discussions above, including those on traditional
value systems and the role of women in traditional Pacific island
societies. In 
Table 2 aspects of land resources in the five
project countries are detailed, including a breakdown of customary,
government, and freehold acreage, as well as information on lengths

of leases, etc.
 

Careful analysis of the subject of land tenure and user-rights is
 so crucial to the success of the CAD project that it 
is worth
summarizing several 
 important observations made by social
scientists familiar with the region: 1) the 
alienation of
ancestral lands is anathema to most Pacific islanders; 2) women by
and large do not contribute to major decision-making (including
decisions about land use); and 3) 
women often perform essential key
roles in the process of getting an agricultural export commodity.
Detailed knowledge of the interface between traditional and modern,
as well as human and land resources, must be specific with respect
to the commodity, project site(s), and participant(s) involved in
each project activity. 
 A key aspect of the project strategy is
flexibility, within the two broadly-defined project components
mentioned above, to respond to regional requests in an evolutionary
manner as the project breaks new ground with 
respect to
revitalizing or energizing export 
levels of 
certain traditional
export commodities (e.g. cocoa, coffee), and introducing new crops
included in a separate annex to this document (e.g. vanilla, ngal
nuts). This flexibility is valued more in the project design that
the certainty of a specific 
statement such "In A
as year
management-level training with respect to 
commodity B will take
place at site C, utilizing the experience of established enterprise

D, and include
 

/
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participants from areas E and F of countries G and H." 
 Until such
details are 
known, this analysis can only point to the more
important categories of issues which
accomplishment of project goals 

are likely to ensure the
 or minimize the likelihood of
causing sociocultural consequences if project staff 
are aware of
their importance and their continued analysis during the course of
project implementation.
 

2. Smallholders vs. plantations
 

Table 
 3 gives details of traditional agricultural
commodities export
in the five project countries with respect to the
number of hectares planted in crops which have recently been listed
in national export statistics and their export value, as well as
indicators of the number of smallholders planting such crops and
their relative contribution to export earnings. 
 Such statistics
serve a particularly useful role as a benchmark from which project
achievements can be measured.
 

In 
the past, export commodities which have been big 
earners of
foreign exchange in the Pacific have often been grown on 
(large)
plantations rather than on small plots of land (e.g. less than two
hectares). 
 A wealth of useful information on management and
operational practices exists as a result of operating many of these
plantations, which 
were often owned by non-indigenous people.
Since independence national planners have placed greater emphasis
on commercial agricultural development using a smallholder model
rather 
than the plantation model popular during the 
colonial
period. The smallholder 
model is much 
more appropriate to
traditional 
land tenure practices, and 
allows the farmer the
flexibility of retaining traditional subsistence aspects of one's
lifestyle while venturing into the modern cash economy at a pace
suitable to the specific farmer and cultural context.
 
The design of the CAD project has been very conscious of this trend
in the Pacific towards increasing use of tae smallholder model to
organize the land, 

development, while 

labor and capital inputs to commodity

retaining the larger-scale appraoch to
processing or other aspects of the field-to-consumer contiuum if
dictated by concerns for economic efficiency etc. Each component
of the CAD project has been carefully designed, weighing at each
step known technical, economic, environmental, and sociocultural
parameters needed 
to determine 
the best choice of commodity,
technology, people 
and places to pursue 
in meeting project


objectives.
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III. BENEFICIARIES
 

The beneficiaries of the CAD project are at several levels:
 
1) in the field, where individuals participate in production,


harvesting, (processing) activities etc.;

2) in the private business sector, from which training materials
will be developed, and for which these materials and the
majority of other project inputs will be targetted;
 
3) in industry-specific organizations, e.g. ginger growers and/or
ginger exporters;
 
4) in regional institutions, where research, training, and other
project activities will take place, including a reorientation
from the government to the private sector as the focus for
future commercial agriculture development activities; and
 
5) in government agencies, where CAD will assist in efforts to
regulate and certify quarantine procedures and other aspects
essential to successful marketing abroad which have to proved
to be bottlenecks in the past.
 
The project is designed 
and will be implemented
project, even though work will be focused in only five of the ten
 

as a regional

counntries associated with the USAID SP/RDO.
involved, dlthough there No bilateral aid is
will be Memorandums of Understanding(MOUs) signed by these participating countries. 
Because of close
existing relationships between the Foundation for Peoples of the
South Pacific (FSP) and country governments and the close linkage
between this project and other FSP efforts in those ccuntries, host
country commitment is expected to be high. 
In addition, USAID will
continue its close working relationship with the USP/Alafua Campus,
which was developed through activities of the SPRAD project (19851990). 
 The CAD project will work with the 
New Guinea Islands
Produce Co. Ltd. (NGIP) to develop training materials relevant to
the cocoa and other industries. 
 The United States Department of
Agriculture (USDA) will be involved i" the implementation of the
project, providing technical 
assistarce 
on such matters
development of quarantine procedures. 

as the
 

IV. PARTICIPATION
 

Participation of the above-mentioned beneficiaries during project
development was possible through a number of visits by the design
team to the following countries:
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1) individuals in the field--Western Samoa, Fiji, Vanuatu, and
Papua New Guinea;
 
2) 	private business sector--Western Samoa, Fiji, Vanuatu, Papua
New Guinea, and Tonga;
 
3) 	industry-specific organizations--Fiji, Vanuatu, Solomon
Islands, Papua New Guinea, and Tonga;
 
4) 	regional institutions--Western Samoa and Fiji; and
 
5) 	government agencies--Western Samoa, Fiji, Vanuatu, and Papua
New Guinea (including provincial as well as national level in
latter case, e.g. East New Britain Province).
 

V. 	SOCIO-CULTURAL FEASIBILITY
 
Work at each of the above-mentioned levels of the
involve a 	 project will
mixture of understanding of constraints and opportunities
associated with the following:
 

1) traditional vs. modern value systems; 
2) the state of the art with respect to technology transfer 

associated with particular commodities; 
3) international, regional, national, and local businessmanagement and organizational principles, depending on thespecific context of an activity; 
4) 	agricultural commodity export markets, especially those in
the United States, Canada, Japan, Australia, and New Zealand;


and
5) 	institutional settings in the government (including quasigovernment and statutory bodies) and private sectors,
and at international, regional, national, and local levels,
depending on the specific context of 
an activity.
 
Opportunities 
and co straints 
of 	 a technical, economic and
environmental nature are the subject of other annexes to the CAD
project document.
 

An example of a potential socio-cultural constraint, which could be
particularly relevant in some countries (e.g. Western Samoa, Tonga
or, to a lesser extent, Fiji) 
is the taboo associated with the
practice of Christianity 
in 	some countries whereby 
(serious
physical) work is prohibited on Sundays. 
 Some interpretations of
this Sunday restriction are stricter than others: for example, one
might be able to pollinate vanilla plants on a Sunday (a quiet and
delicate task which must 
be done every day of 
the 	week if the
project is to be successful), but resistance could be
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expected to the cleaning of a vanilla fermentation vat in Tonga on
a Sunday. 
 There are many areas of social taboos associated with
activities permissable by 
women and/or men, but 
these are more
specific than the above example, which is applicable
countries. in several
It will be- important to include social 
scientists
(other than economists) in the composition of multi-disciplinary
consulting teams which 
will be called upon
feasibility to assess the
of specific 
 project activities during the
implementation phase of the project.
 

VI. IMPACT
 

Due 
to the design of the CAD project, there exists significant
potential 
for a spread effect within smallholder 
communities
because of the training component and because of the behavioral
modeling 
on the part of smallholders 
and business persons and
institutions 
and the project team. 
 Another important design
element of the CAD project is the "follow your successful neighbor"
principle, which will be 
utilized whenever possible rather than
bringing in models of successful farmers and business people from
outside the region. 
The spread effect will be possible within one
area or between several regions within a single country, as well as
between different countries within the region.
 

VII. ISSUES
 

There are-several issues that were discussed at length during the
project design process, and 
for which a response
integrated into the design of the project. 
has been
 

These issues have been
discussed above, and are the basis for the organization of human
and land resource issues highlighted in the first section of the
paper. 
In addition to these issues, project flexibility concerns
and efforts to achieve a spread effect were incorporated into the
project design. 
On the whole, the sensitivity and the thoroughness
of the design team with 
respect to careful 
analysis of these
issues, given the flexible design of 
the project, has laid the
foundation for a sound and most likely path breaking project, which
will in turn be likely to serve as 
the take-off point for future
projects designed to promote 
the development 
of commercial
agriculture in the South Pacific region (and elsewhere).
 

jf 
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Tabe I: Catmiutt Akr toanaDevolyopasmt: Hua- Rusoungs 

FACTOR 

WESTERN 

SAMOA ~SOLOMON 
FUI VANIUATU 

SLMNPAPUA 

ISLANDS 

NEW 

GUINEA 

Population(1989) 

Popul.growvh/yr. 

160,000 

0.6% 

727,000 

2.2% 

143,000 

3.3% 

314,000 

3.3% 

3.500,000 

2.3% 
Popul. S under 15 

Capital 
(population) 
Languages 

Indigenous as S of 
total population 

45% 

Apia 
(20.000) 
2 (Samoan,
English) 

99% 

38% 

Suva 
(70,000) 
3+ (Fijian,

Hindi.English. 
few dialects) 

48% 

46% 

Port Vila 
(25,000) 
3+ (Bialara,
Enlish.French, 
115 vernaculars 

94% 

47% 

Honiara 
(28.000) 
2+ (Pidgin,
English. 87 
vernaculars) 

93% 

43% 

Port Moresby 
(136,000) 
3.. j-,jin,

Motu. English, 
800+ vernaculars 

99.9% 

Indigenous out-
migrants (est.) 

50,000. 
60,000 

< 10,000 Minimal Minimal Minimal 

Percentage rurl 87% 61% 86% 91% 93% 
Labor force * 
(S total popul.) 

Govt. employment 
as %wage labor 

42,000 
(26%) 

Majority 

240,000 
(34%) 

26% 

51,000 
(36%) 

Moderate 

24,000 
(15%) 

37% 

n.a. 

50,000 
Women as %of 
labor force 

Agriculture as % 
labor force 

n.a. 

n.a. 

n.a. 

106,305 
44% 

22,177 
(43%) 

39,145 
76% 

3,876 
(16%) 

8.039 
33% 

emloyees 

n.a. 

>50% 

Labor shortages 

Adult literacy nita 

Life expectancy at 
at birth (years) 

Skilled, 
manaemrs 

90% 

67 

Skilled, 
managemeng 

g0% 

71 

Skilled, 
management 

53% 

70 

Semi-skilled, 
skilled, mnng. 

45% 

70 

Semi-skilled, 
skilled, mnSt. 

47% 

55 

Real GDPer capita(1988, U Si )2,01 1870 3610 1620 2540 1960
6 

Agricultural sectoral n.a. 23% 22% 50% 33%sham of GDP (%, 1990) 
Human Development 0.62 0.69 0.49 0.52 0.35Index (HDI) 
Crou-country comparison of data related to labor force is difficult due to different national definitions of *labor force. 

Sources:
 
I) Asian Development Bank, 1991. 
 AsianDevelooment Outlook 199.2)Douglas, Norman & Ngaire Douglas (eds.), 1989. Manila.

PacificIslands Yearbook. 16th edition.3) Douglas, Norman & Ngaire Douglas (eds.), 
Angus & Robertson Publishers, North Ryde, NSW, Australia.1987. Fiji Handbook: Business and Trvel uide4) Government of Solomon Islands, 1990. 

Pacific Publications My. ltd, Sydney, NSW, Australia.SolomonIslands Statistical Bulletin (No. 4/91). Statistics Office, Honiara.5)Government of Vant,,tu, 1990. Vanuatu Facts6)Sinclair, James & Stuart Inder (eds.), 
Fiures, 1990dition. NPSO Statistics Office, Port Via.1980. lPapua NewG uineaHandbook rnd Trvel.fluide. Pacific Publications Pty. Ltd, Sydney, NSW, Australia.7)South Pacific Commission, 1986. South Pcific Ecoomies Statisical Summary.10th8)United Nations Development Programme, 1991. 

edition, Noumea, New Caledonia.llNian Development Reoort 1991. Oxford University Press, New York.9) United Nations, 1990. SttisticaYearbookforAsiathe-d Pacific. 1990. New York. 
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Tble 2: Com-,erda Agriusture Devedopm t: Land Resrces 

FATR WESTRN 

FACORSAMOA 

Land type 

No. orilmnda 

Land area (bi .q) 

Total (he) 
Customary (he) 
Freehold (ha) 
Government (ha) 

WSTEC leasea(ha) 
GOvt.aric.lasea (ha) 

Density (popul.per 

Arable land 
HectAres
Percentage of total 

Land tenure 

Land use 

Sources: 

FilVANIArt 

Volcanic Continental, 

volcancstoll 

10 
 320 


2,934 18,330 

293,400 1,333,030
234,700 1,520.775 
12,000 

216,67529,500 91.125 
12,800 

55 

39q) 

71,000 240,000.26% 13% 

80% under cua- 83% customary
tomry title, 

alienation ot 
 f 
such titles 
forbidden, 10% 
govt.,4 % WSTEC,4% freehold 

Communal stew-
ardsl ip vestd 
in clan's 
chief (MOD. 

land ownerofip 
ata(~ai , 

7%government 
10% tretold 

28% easd out 
by NLTB etc., 
20% to non-Fijians. 

1) Douglas, Norman & Ngaire Douglas (ede.), 1989. Pacific |&lndsAngus & Robertson ;ublishers. North Ryde, NSW. Australia.2)Douglas, Norman & Ngaire Douglas (eds.), 1987. Fii Handbook:BPacific Publications Pty. LAd, Sydney, NSW, Australia.3)Sinclair, lamas & Stuart Inder (eds.), 1980. PsousNew 

Continental, 
volcanic,atofl 

80 

12,189 

1.218,900 
1,218,900 

0 

11.5 

145,000
12% 

Tribal groups, 

clan$and/or 

individuals w/

User rights 
user ric.Only. agric.
lease process 
Motoflen lengthy.land not 
Eslatered. 


User rights use. 
qecific but do 

eesrl
correspond tonot neceariuy 

geogrphic 
claims, village 
chief must be 
consulted on 
all decisions, 

eartook16th editio,.. 

usinesa ndTra vel Guide. 

GuineaHandbkandTravelGuide.Pacific Publications Ply. Ltd, Sydney, NSW, Australia.4) United Nation,, 1990. 11gisr!aYrbok or and Pacific.290. 99 New York. 

SOLOMONPAU 

volcrncatoll 

60 

29,785 

2,978,500 
2,621,080 

< 178,000 
> 178,000 

10.5 

57,000
1.9% 

88% customary 
ownership by 
clans wot),
12% alienated 
1(%(government 

or freehold) 


Customary land 
use primarily 
aa
ccording tounwritten rules, 

some titled for 
commer.leases 
Registered, 
alienated land 
use guaranteed 

by written law. 

NE 

PAPUAD
OU NEW 

volcanc,aol 

>100 

461,690 

46,169,033 
43,966,077 

216,628
 

.396
 

7.6
 

388,000
0.8% 

95% unalien. 
able clan hold. 
inga, 4.5% 
g 

a government(0.6 % aIricul. 
tural leases), 
0.5% freehold. 

Major lana regis.tration program 

to allow leasing. 
Native custom 
regulates use 
by indigenous 
community or 
person of un
alinable land. 
Govt.converiing 
freehold to 
leasehold, 

40-60 yr. leases. 



Tabe 3: Commelad Agrculture Developmesat: Traditiona Export Commoditin 

FACTOR WSMA UI___YNUT SOLOMON PAPUA NEW 

SAMAPt ANUTUISLANDS GUINEA 

AGRICULTURAL EXPORT COMMODITY-Hectares (Export Value, US$ M-)Commodity 
1990Coconut products 

1987 
198928,000 (5.6) 198956,000 (3.7) 199070,000 (6.5)Cocoa 16,000 (9.2)8,400 (1.2) 2,255 (0.5) 280.000 (21.3)5,223 (l.5) 800(3.4)Taro 65,000(31.4)15,000 (2.4)

Sugar 
70,000 (141)Ginger

Coffee 229(3.7)
212 (0.1) 100 

Papaya 200,000(930)

70 (0.4)


Mango 
(0.1)VegetablesVanilla(0 (0.3))Palm oil 

2 (0.002)Tea 1984 
Rubber 4000 (13.5) 26,000 (34.3)

Pyreihnjm 
 4,000 (10.5) 

16,000 (.78)
I0.000- (0.7)

SMALLHOLDERS-Number (SCoconut products or total production)5,500(60%) 7,000 (60%) 14,000 (82%)Cocoa (77%)4,000(80%) 170,0004,000(80%) (61%)5,000 (81%) (41%) 20,000Taro 
Sugar 

22,200 (100%)Ginger
CoTee 1,465 (100%)(0%) 200 (< 90 %)
Papaya 200000 (70%)

(100%) 
Mango 
Vegetables (90%) 
Vanilla 
Palm oil 

(100%) 
Tea 
Rubber (50%) 4,000 (47%)
Pyrethrum 

300 (0%) 
3,700 (26%)Conversion rates for export years indicated:WSS USS0.4 4, USS-0.67, US$S-V 116, USS =SIS2.932, K , USSI.051I 

1985
 
I) Bank ofPapua New Guinea, 1991. Ourtlerly
2) Douglas, Norman & Ngaire Douglas (ads.),EconomicBulletin.vol. XIX.2989. Pacific |Isands N . .Yashok3) Douglas, Norman & Ngaire Douglas (ada.), 

6thedilion. Angus&1987. Fiii Robertson Publishers. North Ryde, NSW, Australia.Handbook: uiness @4) Government of Fii, 1991. vl uide. Pacific Publications Pty. Ltd. Sydney, NSW, Australia.isr • m.rYIndgrieAnuslR2ep r orteY , g$arI i,,€N 1 75) Government of Solomon Islands, 1990. (9 o of otit.,,Solomonslandtaistical 1991W. Suva.
Bulleil(N. 19.6) Government of Vanuatu Statistica Offie, Honiara,1990. nual-rAc . .7) Govemment of Western Samoa, 1990. 

E it . NPSO Statistics Office, PorRenon Vila.on the 18) Republic of Vanustu, 1991 
989" ...ousl t .. L.ure:W steReqo Departments. uluSuv or Agriculture and Statistics, Apia.9) Sinclair, James & Stuart Inder (eda.), 1980. NewGui 

u990. Department of Agriculture. Lvestock & Horticulture Statistics Offce, PnPanUs .. ad,10) South Pacific Commission, 1986. 
nT e luid. Pacific Publications Ply. Ld. Sydney. NSW, Australia.Sary. 

dition. Nou les,New Caledonia. 
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1 	 CONCLUSION AND SUMMARY OF RECOMMENDATIONS
 

This review of 
the draft CAD project paper which is 
 approaching
design completion has focused on 
the current 
use of biocides in
the target crops selected, the potential 
 for 	 Integrated pest

management and 
on farming practices.
 

This review considers the design of 
the CAD project to be aimed
at generally improving the quality of 
 the target industries

rather than expanding production per se. Conceptually this 
is far
 more 
 likely to be a sustainable approach than merely 
attempting

to increase production and 
total revenue 
from 	the industries.
 

The review has not 
revealed any practice 
or use of biocides which
 
can 	 be singled out. as 
obviously unsustainable, 
this is to 
 be
expected because 
 the 	 review is 
 too 	 distanced 
 from field
conditions. Opportunities 
for promoting proper blocide 
 use are

documented, principally through incorporation in planned courses,
in the production of publicity material 
 and in industry
 
regulations and bye-laws.
 

The review singles out ginger as 
a crop with major environmental

problems which CAD will 
have 	to address. Given that 
little or no

control can be expected from 
the Government 
or other auhoritles,
then the possibility 
 that 	the industry itself can 
 introduce

changes which will 
place its production base 
on a sustainable
footing, should be given full 
support. This alone justifies the
 
CAD involvement.
 

The 	 assistance to 
the Ginger industry should therefore include
 
three environmental safeguards:
 

I 	 Demonstration of sustainable ginger growing

Demonstrations 
of sufficient size 
to be widely appr9ciated

by both 
 farmers and government that ginger 
 can 	 be grown

continuously on 
flat or undulating ground.
 

2 	 Monitoring
 
The CAD project should 
include a mnitoring programme 
 to
 ensure that the objective of shifting the 
ginger Industry to
 a sustainable footing is 
not sacrificed or over-riden by

other objectives 
 of the project, which 
 may inadvertently
 
encourage unsustainable practices.
 

1
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Reviews and Termination
 
Periodically 
 the monitoring should be 
reported in 
the 	 form
of a review at which time If it 
 is concluded that the
Industry 
 is not co-operating 
in the move to a sustainable
production 
 base, then 
 the 	 CAD assistance 
 should be
 
terminated.
 

It is also recommended 
that 	CAD should incorporate the 
 following
In Its 
programme of assistance 
to 
the ginger industry:
 

I/ 	 Conditions of assistance
 
Conditions 
 for 	 CAD workinC with 
 the 	 Fiji Fresh Ginger
Exporters Association 
(FFGA) should include a commitment

moving 	 to


the industry onto a sustainable growing base. 
(p 28).
 

2/ 	 Environmental 
by laws.
 
In assisting 
the Fiji Fresh Produce 
 Exporters Association
(FFPEA) 'in 
the drafting of 
by laws and in 
the 	 development

of operating policies for 
the business' (p.30), CAD should
 ensure 
that 	sustainable growing practices 
are included.
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2 INTRODUCTION
 

2.1 
 Commercial Agricultural Development 
- Project Outline
 

The goal 
 of the Commercial 
 Agricultural 
 Development 
 Project
(CAD), as 
 detailed 
in 
the draft Project Paper, 
is to increase
economic growth In 
the agricultural 
sector, 
 based on private
enterprise development.
 

As currently envisaged 
there will 
be two broad components 
to CAD
with ten sub-components:
 

A - Strengthening commercial exporting enterprises
I Privatising 
 parastatal 
 and government 
 agribusiness
 
activities.
 

2 Improving 
 organisational/operational 

aspects 
 of the
 

enterprises
 
3 
 Identifying business expansion opportunities 

B - Improving product export competitiveness
 
4 Establishing industry standards
 
5 
 Changing the Policy/regulatory environment
6 

7 

Changing pre and post harvest practices 
quality and sustainability of the product
Introducing quarantine treatments 

to improve the 

8 
9 

10 

Introducing new processing technologies
Researching commercial problems and opportunities
Distributing information to enterprises and producers 

2.2 Terms of Reference 

The Terms of Reference for 
this report were 
drawn up following
brief discussions 
 between 
Dick Watling 
 of Environmental
Consultants 
 (Fiji) Ltd. 
 and Ms Sharon Fe of 
 USAID/RDO/SP
conjunction in
with Dr Andrew McGregor - Agricultural Development
Officer 
 and are appended as Attachment 1. Dr 
 McGregor provided
further briefings and assistance as required.
 

Environmental 
 Consultants 
(Fiji) 
Ltd. indicated that 
they would
be able to provide 3 man days 
for the review within 
 the
available. time
This was subsequently apportioned 
- Dick Watling,

days and Russell Dunham, I day.
 

2 
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2.3 CAD Documents
 
The CAD Documents provided 
for the review were:
 

The draft project proposal (untitled;dated 25/11/91)

Initial Environmental 
 Examination and 
follow up fax 
 from
 

APRE/BR/TR
 
Aid Handbook 
3,App 2D. Environmental 
 Procedures 
 (for


reference only).
 

Dr McGregor 
 was available 
 for briefings 
 and assistance as
 
required during 
the review.
 

2.4 Work programme

The 
 review documents 
were collected on 
Monday 25 November 1991.
work on the project was undertaken on Wednesday 2 7,Friday 29 
 and
Saturday 30 
 November. The work 
was purely a desk 
 study, there
were no official interviews or 
site inspections. The objective of
the litereature review 
was 
to find out if routine practices in
the industries 
 or 
 sectors, irrespective of 
 whether they are
officlaly recommended or 
not, were environmentally unsound either
because of inappropriate 
use of biocides or 
other unsustainable
practices. 
 Resource discussions 
 were held 
 with three wellqualified persons associated with 
one more of the topics covered
in the review. The work was 
divided approximately as 
follows, one
quarter day - CAD document review, one and three quarters day 
 -
litereature search, 
one half day - discussions, 
three quarters of
 
a day - report writing.
 

2.5 
Comment on the Terms of Reference and the nature of CAD
It is clear that 
the goal 
and primary objectives of CAD are
essentially removed 
 from 
 direct involvement 
 with issues of
environmental 
 concern. It 
is also clear 
that CAD intends or has
the potential of embracing, assisting or 
affecting a vast 
 array
of agricultural and 
techical issues, 
some 
of which extend to
direct environmental a
 
interface. In total they are 
far too many to
review in detail 
under the current scope of 
work. This 
review has
focused on the current 
use of blocides in 
the crops selected, the
potential for 
 integrated 
pest management and on 
 farming
practices. Some 
target crops for 
CAD have not 
yet been identified
 or referred to generically - floriculture, fresh prodlice, spices,
root crops. The most likely crops were reviewed, otherwise 
 such


groupings were not 
followed up.
 

4
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SUSTAINABILITY AND THE CAD PROJECT
 

In recent years, 
 'sustainability, 
 has become embedded 
 as
essential development jargon but with 
little consideration of
true concept of 
sustainable development. This has 
the
 

been compounded
by muddled thinking 
 and a lack of definition.
 

For many there is a paradox, an 
inherent contradiction 
 in the
term 'sustainable 
 development'. 
 The former 
 implies growth.
increasing use of 
natural resources while the
limits, the 
latter implies
physical impossibility of 
indefinite growth. 
 Whether
a marriage between these concepts 
can be viable is 
debatable.
 

If, however, development is defined as 
an improvemnent 
 rather
than 
 growth, quality rather quantity- the ability 
to convert
constant 
 level of resources a
 
into an increasing amount 
 of human
satisfaction, 
 then sustainable development 
can be reallsed 
and
 

the paradox unfurled.
 

This review considers the 
design of 
the CAD project to be aimed
at generally improving the quality of 
 the 
 target industries
rather 
than expanding production per 
se. Conceptually this is 
far
more likely to be a sustainable approach than merely 
 attempting
increase production and
to total revenue from the 
industries.
 

This is particularly so 
in 
the South Pacific Islands where

strictly limited, 

land
 

the 
in some places severely. Even 


resources are 

in
case of 
a relatively land prosperous nation such as 
Fiji. all
the first class 
 agricultural 
land is 
being used. To use the
remainder 
 in a 'sustainable' manner will 
need considerable 
 land
management. 
 At the present time the 
resources and direction
undertaking 
 such management 

for
 
is almost completely absent 
 which
 

compounds the problem.
 

Thus 
the CAD project should be appraised as to its likely affects
not 
 merely with regard 
 on-site characteristics of 
crops but the 
to 

the target

likelikhood of 
growth, of 
the need for acquisition
of further land resources for which it may not be 
 suitable.
appears 
 that no CAD component 

It
 
is directly concerned with
increasing 
 areas 
 under cropping, but 
it does not mean 
 that it
wilA not happen and 
 the CAD project would be 
 ultimately
responsible. An appraisal 
of 
this nature is all but impossible to
do given the 
wide ranging nature of 
CAD and the generally der.ived
 

5
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or early intervention nature of 
its components. In most cases 
the
 
interventions are clearly well removed from 
 the environmental
 
interface, but it 
 is impossible to predict what direct or
 
secondary changes 
might be brought about through the project,

some of which could 
 quite easily change biocide usage,

cultivation practices 
or result in rapid and uncontrolled growth.
 

The only way that any such deleterious effects could be 
 detected
 
and then changed is either by monitoring or periodic review. 
 It
 
would seem more 
 cost-effective 
 if periodic reviews were
 
incorporated into 
 CAD to specifically 
look at the sustainable
 
aspects of 
the target crops and technologies as they develop 
and
 
are incorporated into the 
industry.
 

The most appropriate farming iiodel for 
the steeplands which 
are
 
increasingly being brought 
into production on the 
larger Pacific
 
islands is one based on 
tree or 
shrub crops. Thus the development

of a new crop such as the Ngall or Pill Nut Canarium spp is to be
 
strongly encouraged.
 

6
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BIOCIDE 
AND FERTILISER 
USAGE, INTEGRATED 
 PEST
 
MANAGEMENT AND BIOCONTROL
 

The review of the current usage of 
pesticides and fertilisers 
 on
CAD's target crops reveals a wide variety of 
recommendations 
 and
practices, Attachment 
 2. Integrated pest 
 management 
 is being
developed for certain crops, but 
large scale implementation of
IPM Is effectively lacking. Developing education 
and training
programmes would 
be necessary for 
it to become widespread. It is
difficult 
to see this being done for 
any of the CAD target crops
In the near 
future. Conventional 
biocide 
 usage will prevail.
However, the presence of 
the South Pacific Commission's 
 Plant
Protection Service will 
probably 
see IPM better co-ordinated 
and
funded throughout much of 
the south Pacific. 
 The CAD project
should be aware of 
this during the duration of the project and
co-ordinate 
Its advice to 
the various 
industries accordingly.
 

The review has not 
revealed any practice or 
use of biocides which
can be singled out 
 obviously unsustainable, be
 
as this is to
expected the review is too 
distanced from 
field conditions.


important point 
The
 

with respect to blocide usage, 
is that in the
current 
 state of biocide usage and farming 
 practice 
 in *south
Pacific countries, problems 
 usually occur 
 as a result of
inappropriate 
 use by farmers 
 either knowingly 
 or but more
normally through lack 
of awareness and ignorance. The 
 offenders
 are 
nearly always In ignorance of the consequences either 
 social
 
or ecological.
 

The CAD project cannot be expected to become directly involved In
biocide control and usage in all its target crops, 
or in biocide
education and extension. However, It 
should be standing policy of
the project, that whenever It is 
involved In drawing up 
 industry
guidelines, bye-laws 
or regulations 
or whenever courses are 
or publicity material 
run,
 

produced, 
then the appropriate inclusions
 
with respect to blocide usage 
are made.
 

This applies to the courses to be 
run at NGIP (Component A.2;,
the assistance 
 to the various parastatals 
 as they become
commercial 
 firms with bye-laws, regulations etc.(Component-

and A.2). The establishment of 

A.I
 
Industry Standards should also
include environmental 
 standards (Component B.1 and 
 B.3).
Distribution 
 of information 
 to enterprises 
 and producers


(Component 
B.7) should include information 
 on unsustainable
 
practices and/or other environmental problems.
 

,7 
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Similar 
 reasoning and recommendation can 
be extended 
 to the
cultivation of the target crops but with one 
notable exception,
 
which is ginger.
 

/ 



I 

S GINGER
 

Ginger is currently FiJi's third 
 most important agricultural
industry. 
 It has attained 
 this position 
 with a rapid
sustained growth over the past two 
and
 

decades. Fiji currently 
 earns
over FS5 million in export 
revenue 
from the industry. However,
its current form 
the Ginger Industry is 
in
 

clearly not sustainable.
it is based on 
some of the worst 
examples of expansive land mismanagement 
to be seen not only in Fiji but in 
the South Pacific.
The National State of 
the Environment Report 
for Fiji (in press)
cites the ginger industry as 
a major environmental 
Issue.
 

The problems are 
widely known and 
 have received considerable
attention, 
 a concise review is 
Buresova and McGregor (1990) 
 but
there has 
been little or no improvement in recent years.
 

It appears that Government and the NLTB 
(as the custodian of 
 the
majority if 
not all the 
land which Is being degraded by the
industry) 
 are 
 unable or unwilling to introduce 
 the necessary
control 
 and management to
measures 
 shift the industry onto a
sustainable production base. 
Indeed every encouragement appears
to be given to expanding 
the industry in 
its present form.
 

Given 
 that little 
 or no change 
 can be expected from the
Government, 
 then the possibility that 
the industry itself 
 can
introduce changes which 
will place its production base on a
sustainable footing, should be given full 
support.
 

However 
 it is essential 
 that the CAD project does not
inadvertently support 
the industry in 
its present form, 
or worse,
provide for 
 its expansion without change 
 to a sustainable
 
production base.
 

The assistance to 
the Ginger industry should 
 therefore 
 include
 
three environmental 
safeguards:
 

Demonstration of 
sustainable Ringer 
 LgrowinL

Demonstrations 
 of sufficient size 
to be widely appreciated
by both 
 farmers and government that 
ginger 
 can be grown

continuously 
on flat or undulating ground.
 

It is important that 
these demonstrations are of 
 sufficient

size to be appreciated by farmers 
ie normal farm size. not
 
just research plot size.
 

?W
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2 	 Monitorine
 
The CAD project should 
include a monitoring programme to
 ensure 
that 	the objective of 
shifting the ginger industry 
to
 
a sustainable 
 footing is not sacrificed or over-riden by

other objectives 
 of the project, which 
 may inadvertently
 
encourage unsustainable practices.
 

3 
 Reviews and Termination
 
Periodically 
 the monitoring should 
be reported in the form
 
of a review at which time 
if it is concluded that 
 the

industry is not co-operating 
in the move to a sustainable
 
production base, 
 then 
 the 	 CAD assistance 
 should be
 
terminated.
 

It is also recommended 
that 	CAD shoul incorporate the 
 following

In 
Its programme of assistance to the ginger industry:
 

i/ 	 Conditions of assistance
 
Conditions 
 for CAD working with the Fiji 
 Fresh Ginger

Exporters Association 
(FFGA) should include a commitment to

moving the 
industry onto a sustainable growing base. 
(p 28).
 

2/ 	 Environmental 
by laws.
 
In assisting the 
Fiji Fresh Produce 
 Exporters Association
 
(FFPEA) 'in the drafting of by laws and 
in the development

of operating policies 
for the business' (p.30), CAD 
 should
 
ensure that sustainable growing practices are 
included.
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ATTACHMENT 1: 
Terms of Reference for 
the Review
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Attachment 2, page 1
 

Project: 
 To provide a report to USAID/RDO/SP on the
sustainability of various high value crops and on 
the probable
effects on ths environment of increased production of these
 
crops.
 

ARTICLE II - OBJECTIVES/SCOPE OF WORK
 

The Contractor will work under the general direction of the

USAID/RDO/SP's Agricultural Development Officer.
 

The Contractor will be required to:
 

1. 
 Review all CAD reports to date and all available literature
on the environmental interactions, both potential and
actual, in the production, quality control, quarantine
treatment and marketing of high value niche and value added
commodities in the countries within our region. 
These crops
include, but are not limited to, ginger, vanilla, coffee,
cocoa, value-added coconut products, pili nuts, vegetables,
squash, spices, taro, and various fruits such as banana,

pineapples, papaya and mango.
 

The literature search should cover:
 

i) 	 The potential for IPM 
(including biological control
 
methods under investigation or approved).
 

ii) 	 Potential effects on biological diversity in production

areas 
(i.e. in the use of currently approvad

pesticides).
 

iii) 	Potential negative and positive environmental
 
consequences of intensive production in the short term.
 

iv) 
 Where known, the long term effects on soil fertility
and water quality of intensive production under current
 
practices.
 

v) 	 Whether mitigation packages are in practice.
 

2. 
 The Contractor will recommend alternative practices to avoid
 or reduce potentially harmful activities where such
recommendations are already in existence, but not used, or
consultant will suggest possible incentive and training
programnto encourage adaptation of sustainable practices.
monitoring program which evaluates the effect on the 
A
 

environment ofchanging production process should also be

identified in the report.
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ATTACHMENT 2:
PLANT PROTECTION 
 AND FERTILSER
 
RECOMMENDATIONS FOR CROPS 
INCLUDED IN

USAID'S 
 COMMERCIAL 
 AGRICULTURAL
 
DEVELOPMENT PROJECT.
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PLANT PROTECTION AND EERTILSER RECOMMENDATIONS
 
FOR CROPS INCLUDED 
IN USAID'S


COMMERCIAL AGRICULTURAL DEVELOPMENT PROJECT.
 

This attachment 
 documents the recommended pesticide
fertiliser and
usage for selected 
 crops included 
 in USAID's
Commercial Agricultural Development project. These 
 refer
primarily to recommendations 
for Fiji but are in 
the main Pacific
wide in application.
 

The potential for Integrated Pest Management 
 and current
biocontrol 
 status 
 data has relied on 
South Pacific Commission
sources. Their 
Plant Protection Project 
is the 
largest working in
the field 
in the South Pacific.
 

All pesticides stated 
throughout the 
report are referred to by
adopted chemical 
names and fertiliser by elemental 
ratings unl.ess
otherwise specified. Chemical rates 
 are stated 
 as active
 
ingredient per hectare.
 

The hazard status of the 
pesticides cited throughout 
this report

are listed in Appendix 1.
 

As the recommended pesticides and fertilisers and
practices adopted vary 
indeed standard
 

so much for the 
individual 
crops selected
for the project, the report will 
be structured on crop by crop

basis.
 

I. Bananas (Musa spp.) 

1.1 Current recommended pesticides.
 

Herbicides: Dalapon at 3 Kg/Ha for 
control of 
grass weeds.
 
Paraquat at 
600 mls/Ha as a directed spray.
 

Insecticides: 
 Diazinon (14gms/131) of waterused 
 a dip for
planting material in the control 
banana weevil borer.
 
Fungicides: 
 Benomyl (800mls/Ha) for 
 control of foliar fungal


diseases.
 

1.2 
 Current recommended fertilisers
 

Urea (200 Kg/Ha) at establishment.
 
Superphosphate (50 Kg/Ha)

Potassium sulphate (300 Kg/Ha)
 

1.3 Standard practices
 

Very few farmers use fungicides on Bananas as the 
 effectiveness
of the chemicals 
is limited, primarily due 
to the high infection
rate of these 
follar flingal pathogens. Many farmers are using
Carbofuran 
 and other soil 
applied insecticides and 
 nematicides
for the control of 
weevil borer and burrowing nematode.
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1.4 IPM, Biocontrol 
and other 
relevant information.
 

IPM may have an important role for 
it is generally believed

commercia! banana production 	

that
the future for 

in the Pacific
in the 	 lies
establishment 
 of suitable cultivars 
 that have high
resistance 
 to black leaf 
streak disease.
cultivars 	 Several resistant
have been 
 made available 
 to the Tissue Culture
Laboratory at 
South Pacific Commission.
 

Biocontrol 
 for two 	 pests 
is being attempted in Tonga importantly 	 most
the control of 
the aphid 	which spreads Bunchy Top
disease.
 

2. Pepper (Piper nigrum)
 

2.1 Current recommended pesticides.
 

NI 1
 

2.2 	 Current recommended fertillsers
 
NPK 12:5:4 at 2.7 kg/plant/year, appliedevery 
 three
months while establishing.
 

2.3 
 Standard Practices.
 

Current 	 practices carried 
 out in 
 pepper cultivation
Naduruloulou 	 at
Research 	 Station. Fiji do 
not Include the
herbicides, 	 use of
insecticides 
or 
fungicides. Substitution of 
 regular
inorganic fertiliser applications 
 with organic fertillsers
(poultry manure, cow 
manure etc.) 
 is recommended.
 

2.4 IPM, Blocontrol and other relevant information.
 

Due 
to the small amount of 

the 	

pepper presently grown commercially in
Pacific island countries, the incidence of major 
insect and
disease pests Is 
minimal.
 

Physical weed 
 control is practiced and 
the use 	 of resistant
varieties (Belantung) deals with the 
most serious disease
pepper (Foot rot 	 of
caused by Phytopthora palmivora). 
 Pink disease
(Corticcium 
 samonicolor) 
and pepper weevil are 
 presently,
adequately controlled by cultural 
methods.
 

3. Cocoa (Theobroma cacao)
 

3.1 Current Recommended Pesticides.
 

Herbicides: 
 Paraquat at 800mls/Ha when weeds appear, 
 (contact, 	no
residual 
activity, non-selective)
 

: Glyphosphate 
 as 12% solution applied 
 by wick
wiper. (systemic, non-residual 
and non-selective)
 

7i
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Dalapon

coffee plants for 

at 6.0 Kg/Ha, applied to established
grass weed control, remains active for
few weeks. a
 

Insecticides: 
 Carbofuran at 
2 0 g/tree applied 3-4 times/year 
 for
stem borer control. (Xy/eborus f/jianus)
: Acephate 
 at 800 gms/ha 
 for control
caterpillar of cluster
(Spodoptera 
 Iitura), 
 rose
versutus) and beetle (Adoretus
green lopper (Pul/isa spp) 
 when outbreaks
 
occur.
 

Fungicides: 
 Copper oxychloride at 
4g/I of water, spray
2 weeks during wet periods for 
tree every


control 
of black pod, pink
disease and 
thread blight.
 

3.2 Current Recommend Fertillsers
No fertiliser recommended 
for new plantings 
on fertile soil.
cocoa on poorer soil the For
following is 
recommended: 
(Kg/Ha)
 

Urea Super Sulphate of
 
phosphate Potash


Year 1 
 30 
 50 
 40
Year 2 
 60 100 80
 
Year 3 
 90 150 120
 

and over
 
(Apply in a 2 split doses every 6 months).
 

Sulphate 
 of potash is preferred over 
Muriate of 
potash as 
 cocoa
is sensitive 
to 
chloride toxicity.
 

Standard Practices
 

Majority 
 of village cocoa 
 projects use nJ
insecticides. herbicides
Physical control or

of weeds is 
 common, 
 as is
mulching.
 

Fertillser 
 usage varies 
 widely throughout different 
 cocoa
projects.
 

Control 
 of the fungal pathogen causing black
infected pods pod by washing
with a mixture of 
one
bleach) part Janola (commercial
to 10 parts of water 
has proved to 
be effective.
 

3.4 IPM, Biocontrol and Other Relevant 
Information.
 
Although insect 
 pests of 
cocoa are 
not 
 a serious
pathogens (blackpod and as fungal
stem canker) their role as
being given more pests are 
 now
serious consideration as
more intensified. cocoa plantings become
Insect pests 
of cocoa
susceptible like those of coffee are
to the implementation 
 of biological
programmes as control
there are relatively few major
or no insecticides insect pests, little
are currently used and 
it is a long term
perennial crop.
 

The use of 
tolerant varieties to 
black pod and correct sanitary
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practices lessens 
the need for 
fungicide applications.
 
Weeds can be 
a serious problem 
to cocoa during the 
 first few
years, however 
 this could be minimised by manipulating 
 the
temporary shade.
 

4. Coffee 
(Coffee arabica and Coffee canephora)
 

4.1 Current recommended pesticides
 

Herbicides: 
 as per cocoa (section 3.1)
 

Insecticides: 
 Acephate at 
800 gms/Ha and Endosulfan at 650gms/Ha
for sporadic infestations of 
berry borer.
 

Acephate at 800gms/Ha for control 
 of mealy
bug and green scale.
 

Fungicides: 
 Copper oxychloride at 
1.5 Kg/Ha for 
the control of
berry blotch (Curiospora coffeicoa) 
and coffee rust
(Hemflela vastatrise).
 

4.2 Current Recommended Fertilizers
 

NPK, 13:13:21 

one year 

at 365 Kg/Ha for coffee less than
old and 700 Kg/Ha for coffee more than one 
 year
old, applied annually, normally prior 
to flowering.
 

4.3 
 Standard Practices.
The largest coffee. plantation 
in Fiji (Carpenter's Taveunl)
only Paraquat for uses
weed control,

Glyphosplate due to the high cost of
and the 
 narrow spectrum of
Dalapon. species activity of
Much of the 
large coffee plantings in Papua New 
 Guinea

is hand weeded.
 

4.4 
 Other relevant information.
 

Coffee being 
a long term perennial with 
little need
application apart for pesticide
for out 
breaks of coffee borer 
lends itself
possible biological ccntrol to
 
programmes
pests. Biocontrol for its major insect
of the coffee borer is 
being investigated 
 in
Papua New Guinea.
 

Coffee rust 
only attacks arabica variety in Fiji,
applications hence fungicide
for rust are limited to this variety. As crop
canopy establishes the
Itself, the need for the 
use of 
 herbicides
decreases substantially. 
 Coffee uses large 
amounts of
from the sol!, especially potassium, much of 
nutrients
 

in the pericarp, which if 
which is contained
processed on 
site can 
be returned
the soil as a mulch. 

to
 

4
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5. Ginger 
(Zingiber officina,'is)
 

Current recommended pesticides
 
Herbicides. 
 Atrazine 
 at 
2.5 kg/Ha, applied immediately 
 after


planting.
 

Diuron at 
3.5 Kg/Ha applied after planting.
 

5.2 Current recommended fertilisers.
 

* Poultry 
 manure 
at lOt/Ha incorporated 
 at land
preparation.

: NPK 13:13:21 


application, 50% 
at it/Ha applied as a split
at time of planting and 50% 3 months after.
Urea (46%) at 
300 Kg/Ha applied 
as a top dressing.
 

5.3 
 Standard Practices
 

The comprehensive 
extension 
 services 
government for 
provided by the
the crop and
exporters the regular monitoring by 

Fiji
 
ensure that the ginger
the above recommendations
adhered to are normally
by the majority of 
farmers.
manure However
is unavailable, when poultry
farmers will 
substitute NPK
with applications
manure application, often up
The use to 2.5 t/ha.
of atrazine with its 
long residual 
period is favored by
 

the majority of 
farmers.
 

IPM, Blocontrol and other relevant Information
 
The continual 
 use of inorganic 
 nitrogenous
currently fertilizers
and is
 
soil, this 

is likely to continue to decrease the pH
is of the
further extenuated by the 
high leaching
areas rate in the
where ginger Is currently grown in Fiji.
 
The present locallsation of

Division ensures 

the ginger industry in the Central
a high

relatively high amount of 

labour supply. This allows for a
physical methods of
would otherwise pest control, which
be substituted 
by 
 other methods, 
 including
chemical 
control.
 

The 
 most serious 
 plant protection problem for
burrowing 
 nematode ginger is the
(Radophlus 
similis)
secondary and the resultant
fungal pathogens 
(Pythium and Fusarium spp).
control 
 methods Current
Include 

material, the correct selection of planting
hot water treatment of 
planting material
plant rotation. and correct
A few farmers have been
nematicide, carbofuran at 

reported to use 
 a
 
success. 1kg/Ha applied at planting
It is generally believed that 

with some
 
cultural practices if the above mentioned
are carried out 
correctly then 
 the use of
nematicides is 
unnecessary.
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6. Mango (angifera indica) 

6.1 
 Current recommended pesticides.
 

Herbicides: 
 Glyphosphate (1i/Ha) applied 
as a ring spray around
 
trees.
 

Fungicides: 
 Benomyl (800ml/Ha) for 
 control 
 of anthracnose 
on
 
fruit.
 

6.2 Current recommended fertilisers.
 

: NPK, 13:13:21 
at 60 Kg/Ha 
to 480 Kg/Ha, depending
upon age 
of the tree 
and fruit bearing stage.
: Urea at 30 
Kg/Ha to 
300 Kg/Ha depending upon age

of the tree.
 

IPM, Biocontrol
6.3 and other relevant information
Commercial 
 growing of mango 
is relatively small 
scale, with
intensive few
commercial 
 growers. 

mango 

The major threat to commercial
production are 
fruitflles. An 
intensive 
IPM programme
being undertaken is
in Fiji by the FAO/UNDP at 
the present and
will be extended this
to some other South 
Pacific countries
near future. Another major 
in the
 

threat is the 
 mango weevil,
cannot be this
controlled by pesticides as 
such and 
is a threat of
quarantine significance.
 

No major pesticide use in 
 an expanded 
 Mango industry is
 
envisaged.
 

7. Pawpaw (Carica papaya)
 

7.1 Current recommended Pesticides.
 

Herbicides: 
 Paraquat 
at 3 I/Ha, around base of 
trees 
 when needed.
approximately 
five applications per year.
 

7.2 Current recommended fertillsers.
 

NPK 13:13:21 at 
600 Kg/Ha/year, divided
applications at into 3
a rate of 150 
gms/plant.

Urea 300 Kg/Ha, 
divided into 2 application at 
 a
rate of 110 gms/plant.
 

7.3 
 Standard Practices
 

Once the 
 trees are established weeds 

mechanically by mowing rather 

are normally controlled
 
than by the 
use of herbicides.
 

7.4 IPM, 
Biocontrol and other relevant information.
 

Fruitfly 
 is a problem which 
is the subject of 
an intensive
investigation IPM
in Fiji at the current time, as
There are few for Mango (above).
insect pests and diseases in Fiji 
that cause major
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economical losses, 
but birds 
can become a problem if fruits are
 
not picked green.
 

Anthracnose 
and shot hole 
diseases are prevalent during the
wet months and may hot

require fungicide applications. 
 Phytophora
root rot can be a serious disease 
in poorly drained sites.
 

B. Pineapple (Ananas comosus)
 

8.1 
 Current Recommend Pesticides
 

Herbicides: 
 Diuron at 
3.2 Kg/Ha applied after 
 planting (residual

weed control)
 

: Bromacil at 3 
Kg/Ha applied after planting.
 

Insecticides: 
 Diazinon at 1.5-21/Ha for control 
of mealy bug.
 

Funaicides: 
 Benomyl' at 1gm/liter of water, mixed 
as a dip

planting material for control of base rot. 

for
 

8.2 Current Recommended Fertilisers and Hormones
 

Fertiliser: 
 Superphosphate 
 at 250 Kg/Ha at planting. 3
applications 
 of NPK, 13:13:21 at 
250 Kg/Ha 
 at 3-4 month
 
intervals.
 

Hormones: 
 NAA (Planofix) 
 at 10 ppm mixture, and 
 50 mIs of
mixture/plant 
to increase 
fruit size and induce flowering.
 

8.3 Standard Practices
 

The use the
of residual herbicides especially those 
 recommended
is widely practiced by the majority of 
commercial farmers.
 

Many farmers are now using Acephate for the control of mealy bugs
rather than Diazinon, suggesting it 
to be more efficacious.
 

The use of hormones is 
becoming common practice among 
the larger

commercial 
growers.
 

8.4 1PM, Biocontrol 
and other relevant Information.
 

There is no IPM 
programme developed 
or envisaged, thus the crop
relies on conventional pesticide use. 
The tolerance to 
 acidic
soils exhibited by pineapples allows it 
to be cultivated on soils

unsuitable for 
many other crops.
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9. 
 Squash (Cucurbita spp.)
 

9.1 Current Recommended Pesticides
 

Herbicides: 
 nil
 

Insecticides: 
 nil
 

Fu!c 
s: rancozeb 
at 500 gms/Ha for control 
 of Downey

Mildew and anthracnose.
 

9.2 	 Current Recommended Fertilisers
 

: NPK, 13:13:13 at 
200 Kg/Ha 	applied at planting.
* Urea 	 at 
 100 Kg/Ha applied 
as a top 	 dressing

flowering.	 at
 

9.3 
 Standard Practices
 

The use 
 of Acephate for 

larger 	

the control of aphids is common
growers. 	 Poultry manure among

is often used in
NPK applications 	 conjunction with
or as a substitute, 
at rates
by smaller farmers who have access 

up to 5 tonnes/Ha
 
to a supply.
Benomyl is 
often used 	by commercial growers for 
the control of
 

powdery mildew.
 

Weed control is normally by physical 
and mechanical 
methods.
 

JPM, Biocontrol
9.4 and other relevant information
 
The 
 most serious plant protection problem of 
squash
fungal diseases. 	 are foliar
The use of fungicides appear
viable control 	 to be the only
measure available at 
present. 	 Fruit fly
beetle are 	 and a
other reported pests and 
these are 
controlled
conventional pesticide usage 	

through
 
which can 
be heavy.
 

10. 
 Taro (Colocasia esculenta)
 

10.1 
 Current recommend pesticides:
 
Herbicides: 
 Paiaquat 600 mls/Ha applied 
as a directed 
spray before
 

canopy closes.
 

Insecticide: 
 Malathion 
14 mls/131 
of water for control of white
fly, plant hoppers and cluster caterpillar.
 

10.2 Current Recommended Fertilisers:
 

Nitrogen 
 at 100 Kg/Ha 
as split application at
10 and 15 	 5,
weeks after planting.
 
NPK, 13:13:21 
at 400 Kg/Ha at planting.
 

4L
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10.3 
 Standard Practices.
 

Inorganic fertiliser usage 
for Dalo Is high. particularly amongst
farmers producing Taro 
for export. 
Weed control is essential
the first 	 in
three months of 
growth, many farmers produce taro 
 on
slopes whlihc are unsuitable 
for mechanical 

use of 	 weed control, thus the
contact herbicides, such as 
paraquat, is prevalent with up
to three applications before 
the canopy closes.
 

More recently some 
farmers have reported success with
(1 Kg/Ha) of Atrazine, while in 	
low rates
 

Samoa 
 low rates of Dalapon
(3Kg/Ha) have 	been successful after planting.
 

10.4 IPM, 
Biocontrol and other relevant Information.
 

There has been a number of biological control 
agents released for
the control 	 of insect pests in Taro in 
Fiji. The 
 success of
these 
 agents have been restricted by

insecticides, 	 the use of broad spectrum
this is despite the lack of 
 evidence
reduction as 	 of yield
a result of the activities of 
these pests. 	 The high
prices and the 
 demand for quality in Taro 
 grown for 
 export.
further influences 
the farmers 
into increased 
use of pesticides.
 

11. Vanilla (Vanilla fragrans)
 

11.1 Current recommended pesticides
 

Nil
 

11.2 	 Current recommended fertilisers:
 

NPK, 13:13:21 at 
100 Kg/Ha, applied when flowering

first commences.
 

11.3 
 IPM, Blocontrol 
and other 
relevant information.
 

Vanilla requires little no
or use of pesticides or 
 fertilisers.
It requires no 	weeding except 
for one 
meter around
is done by 	 physical methods. The use 
its base which
 

of mulching 	 material
normally provides sufficient nutrients for
biggest threat Vanilla are 	
vanilla. Curently the
to 
 virus diseases 
for which cultural
and genetic control 
has been developed.
 

12. Yams 	(Dioscorea spp)
 

12.1 Current recommended pesticides
 

Herbicides: 
 Atrazine 
 at 4 Kg/Ha or 	Diuron 
 at 3 Kg/Ha applied
immediately after planting 
for residual control.
 

Paraquat at 
600 mls/Ha as 	a directed spray when
weeds appear.
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Insecticides: 
 nil
 

Fungicides: 
 Benomyl 
(I Kg/Ha) foranthracnose control 
at 2-3 weekly

intervals.
 

Current recommended 
fertilisers.
 

: Nitrogen at 
100 Kg/Ha as 
3 split applications; 10,

14 and I8 
weeks after planting.
 

: Superphosphate 
at 
200 kg/Ha at planting.
 

: Potassium at 80 Kg/Ha at 
planting.
 

12.3 
 Standard Practices.
 

The majority of farmers use 
nitrogen fertiliser only and 
use no

fungicides.
 

The residual activity afforded by 
the use of Atrazine
herbicides is being increasingly appreciated by 
or Diuron
 

farmers.
 

12.4 IPM, Blocontrol and other relevant 
information
 
The most serious disease of 
yams, anthracnose, 
is most severe
the susceptible variety "Taniela", on
 

so where possible, resistant
varieties are recommended for planting.
 

The planting of 
yams has 
steadily decreased in 
Fiji, mainly
to the more lucrative due
returns afforded by Dalo and Ginger.
 

13. Ngali, 
Pill Nuts (DCanarium spp)
 

13.1 Current status
Ngali or Pili 
 Nuts have long been a seasonal
importance in food of great
the Soloman Islands. As
nut a traditional staple. Ngall
trees 
have been carefully conserved, planted and harvested
an annual basis, on
 a

lifestyle in 

it is tree well integrated into rural
many parts of the 
Solomon islands. Recently 
 there
has been 
 great interest in developing this
export practice into an
industry but nothing significant has yet been
The undertaken.
basics of 
yields, husbandry requirements, propagation
varietal differences etc. and
still need 
research and 
documentation.
 

As indicated 
in 
the main text of the report,
of the land resources
the Pacific 
 island nations is strictly limited.
countries such as In some
Fiji. 
Samoa and Vanuatu, there 
is little or no
first class arable land remaining, future agricultural
will be into expansion
the hill lands and 
steep lands. The 
most appropriate
and sustainable 
 agricultural 
 industries

perennial tree or shrub crops and 

in these areas are
 
not cultivated, short 
 duration
 

crops.
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Discussion Paper
 
on
Privatization of Ginger Processing
 

by the
Tropical Food Products Manufacturing (Fiji) Limited
 
(Presently 100% owned by NMA)
 

It has been a long stated goal of both MPI 
and NMA that
eventually the ownership of the young ginger processing industry
should pass to the producers. Officials with MPI and NMA have both
indicated 
that they believe that 
now 	is the time for this
privatization to occur. 
There are several reasons why the timing
is now, including:
 

1. 	 The NMA is just beginning a major new 
activity of
becoming the wholesale supplier to village stores and to
government and thus has less time available to devote to

ginger.
 

2. 
 The CAD project is expected to be able to give assistance

in privatization planning and implementation.
 

Some 	of the background on the industry is as follows:
 

Young ginger. The ginger operations of Tropical Food
Products (TFP) were profitable in 1989. 
 In 1990 the
processing operations suffered a loss of $62,000.
 

However we note that in 1990 there were substantial increases
in costs in certain areas that might be reduced in the future
 
such 	as:
 

* 	 Management fees increased from $80,000 to $170,000.
 
* 	 Bad and doubtful debts, primarily with growers


increased from -0-
to $61,000.
 
Bank interest increased from $68,000 to $96,000.
 

Interest to NMA increased from -0- to $20,000.
 

* Director's fees increased from -0- to $10,000.
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Any restructuring of 
 the business would have 
 to be
accomplished in such a way so as to reduce some of the above
costs and create the conditions for sustained profitability in
the future. The design team believes that this can be done.
 

In addition the design team note that TFP is the owner of the
loss- leading Batiri Citrus Orchard which sustained losses of
$185,000 in 1989 and $83,000 in 1990. 
Batiri is primarily an
orange plantation on the island of Vanua Levu and as such is
irrelevant to TFP operations or the 
young ginger industry
located on Viti Levu. 
 Thus Batiri should either be retained
by NMA or quickly disposed of by TFP. We believe that through
privatization TFP could become significantly more profitable
than it is at present, and that the new grower owners would
ultimately benefit. 
In addition the design team understands
that there is a significant undersupply of processed young
ginger products on the 
world market and that significant
potential exists to increase production and processing.
 

While the present product from TFP is of acceptable quality
there is room for improvement. 
In particular improvement in
field practices and in the post- harvest handling before the
ginger reaches the factory could greatly increase the returns
to producers by both increasing production and lowering the
rejection percentage. At the 
same time the factory would
achieve substantial savings if the percentage of waste could
be reduced as 
a result of better field practices producing

larger sized young ginger.
 

The final shape of the privatization of TFP will include a
process that will consider the views of the many interested parties

such as:
 

1. The growers
 
2. NMA
 
3. MPI growers

4. The bankers
 
5. Others
 

The following is a partial list of ideas that will need to be
considered by 
the above parties during the structuring of the
industry's privatization. 
 These ideas which have come from
discussions 
with a lot of different persons are presented for
consideration 
 and should not 
 be taken as a recipe for
privatization.
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1. 	 Valuations 
of the ginger processing and Batiri Citrus
 
operations should be made.
 

2. 
 The Batiri Citrus operation should either be retained by
NMA or should be disposed 
 of by TFP soon after
privatization. 
 This is because Batiri is of little
interest to the ginger farmers or the processing factory

and consistently loses money.
 

3. 	 Agreement must be reached on the price to be paid by NMA

the ginger growers for TFP.
 

4. 	 NMA could be paid through the issuance of 10% cumulative

preferred stock with the right to one seat on the Board
of Directors to go to the owners of preferred shares.
 

5. 	 Ginger farmers could begin to acquire shares 
in NMA as
 
follows:
 

a. 	 By TFP withholding one 
cent per kilo from all

purchases of ginger to be applied toward purchase

of shares by the growers.
 

b. 	 From TFP profits 
after payment of the preferred

dividend to NMA. 
 It is suggested that growers
should receive a 100% dividend on the profits of
TFP in direct proportion to the amount 
of ginger

they have sold to TFP. The dividend would be paid

50% in cash and 50% in additional shares.
 

C. 
 Should TFP find that they can pay higher prices for

the ginger, 50% of 
the price increase should be
retained by TFP and applied toward the purchase of

additional shares by the grower.
 

d. 	 At some future date sufficient capital will have
been paid in by growers. At that time the share
purchase plan will continue as before. 
However all
proceeds from the sale of new 
shares will then be
used to retire first the preferred shares and then

the ordinary shares with 
the older shares being

retired first.
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6. 
 The Board of Directors should represent the spectrum of
interests that affect the industry and as such the design
team suggests that it might have 
seven members as

follows:
 

a. 
 three growers (four after all preferred shares
 are purchased from NMA);
 
b. 	 two outside members (possibly including 
a
 

government member and a banker);
 

c. 
 the preferred shareholders representative; and
 

d. 	 the managing director.
 

Election of the above 
persons would done the
be by
shareholders at the annual general meeting, however the
by-laws would 
 require selection of outside
representatives to 
ensure a continuing balance 
of
expertise on the Board.
 

7. 
 As soon as possible after privatization TFP should set up
its 	 own headquarters 
 office to handle marketing,
accounting, purchasing and other business currently done
 
by NMA.
 

8. 
 As part of the privatization process the following issues
should be discussed and agreed upon with the growers.
 

a. 	 the 
procedures for establishing and monitoring

grading.
 

b. 
 the procedures for establishing a pricing formula
 
for purchase of ginger.
 

c. 
 the method of expanding or contracting production

contracts with farmers.
 

d. 	 the criteria for selection and contracting with new

farmers for production of young ginger.
 

e. 	 the criteria for discontinuing contracts with
farmers who fail to meet their contracts.
 



f. the method 
of buying back shares of farmers who
discontinue young ginger production (It may be that
they will 
be issued preferred shares 
to replace

their common shares).
 

9. It is essential 
to the success of the 
industry's

privatization that adequate financing is available. This
means that the bankers must be satisfied that at least
the following three criteria are being met:
 

a. 
 That there is adequate collateral for loans.
 

b. 
 That there is strong assurance of profitability and

cash flow to repay the loans.
 

c. 
 That the new management 
is both competent and
 
trustworthy.
 

A major factor for the future health and profitability of the
industry will be the extent to which the bankers will insist that
farmers adopt improved cultural practices as a condition of
granting loans. It is the 
belief of the design 
team that
substantially improved returns to the farmers can then be achieved.
While the present quality of young ginger is 
acceptable there is
considerable room for improvement. 
The young ginger grown by most
farmers is still too small, with too much fiber, and too high a
percentage 
of rejects. Improvement 
in field practices could
increase the size, reduce fiber content and reduce rejects. 
The
increased returns to the farmers and resultant increased efficiency
and quality at the factory could make this a much more attractive
industry for the country. 
It will be essential that the farmers,
the bankers, MPI and 
TFP work together to ensure 
that this
potential is realized.
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Ne Guinea Island Produce (NGIP) Ltd:
 

Background Paper
 

The Company 

NGIP 
is one 
of PNG's oldest
public companies. and largest nationally-owned
It was formed
shareholders, most of which are 
in 1971 and has some 6,000
farmers and landowners from the
East New Britain Province (ENBP). 
 The company had its origins in
the Tolai Cocoa Project which was established in 1955.
 

Plantatinredevelo ment
onbehalfoflandowner:
projects covering NGIP manages 23
4,400 ha 
 of redevelopment
previously owned by foreign companies. of plantations

These projects are located
on the islands of New Britain and New Ireland (See Fig. 2). 
 Loans
of K10.6 million had been provided for this development. 
 This
finance would not have been available to the new Papua New Guinean
land owners without the involvement of NGIP.
out feasibility studies, The company carries
makes loan
redevelopment on behalf of land owners. 
applications and manages

These projects currently
produce 2,000 tonnes of cocoa and are projected to reach an output
of 6,500 tonnes. The


totalling 540 hectares. 
NGIP also owns outright two plantations
Both plantations have been redeveloped
with hybrid cocoa 
 and are 
 the location
diversification efforts, which have included areca nut (betel nut),
papaya and other tropical fruits, and balsa wood. 


of the company's
 

plantations will One of these
provide 
the sight for the management training
course.
 

Processingoperations:

facility in PNG. 

NGIP now owns the largest cocoa processing

facility has 

Built at a cost of K1.2 million, this two stage
a capacity to handle 2,500 tonnes-of dry beans per
year. 
 Standby facilities give the company an ability to process
3,500 tonnes through its processing division...About 1,500 tonnes
are purchased from smallholders as wet beans, which makes NGIP the
largest cocoa buyer in East New Britain.
 

An empwsis on 
technolo ical 
innovation, ualitv
marketing: control and
NGIP, utilizing Malaysian expertise, pioneered the
commercial introduction of hybrid cocoa seed into PNG. 
This was a
major factor in the rehabilitation and expansion of this highly
successful industry.
 



150 0E 

No. 

I 
2 
3 
45 

6 
7 
8 

9 

10S11 

12 
1314 
15 
16 
17 

18 
19 


20 
21 
22 
23 

KimLe 

SFig. 2: NGIP 

1l,-2
r----- -- T -'--' - -52 

1520 2 0 
Sof

Location 
o NGIP Managed Projects

* *Kavieng
 

PLANTATION N 
Tokiala
 
Palakaua 
 2
Sang
 
New Masawa
AsIlingi 


Namatanai
Tovanakus 
Walmetke 
Mauga
 
Tanua
 
WaIriklRung Creek/Deep Dene 

Laup 40 

WarwickWonga Wonga No. 2 16 s1Pellavarua Rabaul
07 3 1Wat Wat 14 

Makurapau 13 oo 0PS16
18 1 6 

Wingmau 
Vunabukbuk
 

Bulu/Lokon 
Kombon 
Hilalon 
Komale 

West / EastNew Bil in " New Britain 

"Palmalmal 

0 50 

kilomelers 

-a60 

map~
 

100 



M-3
 

A mini-laboratory has been established that enables cocoa to
be sold on the basis of measurable qualities (this is not done
elsewhere in the 
Pacific). Centralized processing and quality
control, together with a successful export marketing joint venture,
has enabled NGIP to earn significant price premiums above world
market prices (the premiums are currently about $40/tonne). The
identifiable quality is such that NGIP cocoa has its 
own "marks"
(brands) and is sold to specific markets. 
 Such premiums are of
crucial importance during the current prolonged period of depressed

prices.
 

This has resulted in substantial cost savings to NGIP and to
other farmers throughout the province. 
 NGIP's export marketing
joint venture Agmark (Pacific) Pty Ltd. currently accounts for 40%
of PNG'S cocoa exports (around 12,000 tonnes) and makes it by far
the largest cocoa exporter in the region. 
 The creation of Agmark
in 1989 enabled the bulk purchase of inputs from Asian 
sources
rather than through the traditional Australian linked importers.
 
Company Profitability: Throughout the 1980s the 
company was
 

profitable (See Table 1).
 

Table 1: NGIP Profitability
 

Year ODerating Profit/Loss (Kina)
 

1983 
 132,500

1984 
 246,096

1985 
 84,109

1986 
 234,490

1988 
 12,310

1989 
 29,651

1990 
 (437,512)
 

However, a substantial loss was recorded in 1990. s This wasthe result of the combination of historically low world prices forcocoa 
and copra and the civil war 
on Bougainville island, which
necessitated a one time write-off of NGIP's 
investments on that

island.
 

NGIP's response in 
trying to bring operations back to
profitability has been the development of an integrated operation
that provides inputs more cheaply, produces a high quality uniform
product that can command a price premium, and involves a marketing
agency devoted to obtaining that premium. 
 There has been a major
emphasis on cost control, which has involved seeking l3ss expensive
sources of materials (via Agmark), combined with better utilization
 



M-4
 

of management and labor.
 

There has also been an expansion of operations to reduce
overheads. A 50% share was purchased 
in another management
company, Kina Gillbanks (KG) Ltd. 
This brought an additional 6,000
ha under management and resulted in 
an infusion of high- level
agricultural expertise. 
 This expertise 
will be an invaluable
resource in the management training project. 
 KG now carries out
all plantation management functions.
 

Perhaps the most significant development for the longer term
has been a shift in priority towards the diversification
agricultural operations. of

The company is currently undertaking a
full feasibility of a coconut cream plant utilizing UHT packaging,
and the project is expected to proceed. 
The project was initially
identified as a result of 
A.I.D. 'sCoconut Products Study. A.I.D.
also funded 
a study tour of U.S. markets by NGIP's managing
director. Pilot alternative crop projects have 
commenced with
papaya and other tropical fruits, areca nut 
(betelnut), and balsa
wood, and other projects are under consideration as well. The
establishment of 
a UHT plant offers a range of realistic options


for fruit juice and puree options.
 

These measures taken together have the
made company
structurally stronger. 
 Now with the improved medium price
prospects for cocoa, the company is expected to return to sustained
profitability.
 

NGIPs lonutanding commitmen -tomanagement training:
 

Due to lack of investment in PNG's export agriculture during
the period 1960-80, there was no available pool 
of skilled
manpower. 
Management practices had been largely exploitive. As a
result NGIP made a conscious effort to seek expertise from Malaysia
and to emulate Malaysian management practices.
 

The company places major emphasis on training. All staff are
required to hold a diploma:or certificate from an agricultural
institution in Papua New Guinea. 
Senior staff have been sent to
Malaysia 
for six month training periods. NGIP has been
instrumental in the introduction-.of a training scheme established
by the Papua New Guinea Growers Association (PNGGA). The company
has introduced its own plantations operations manual, which serves
as a training as a training -guide and 
reference book. 
 NGIP
initially recruited mature staff-'that had been in the industry.
However in recent years there-has been a shift in policy toward
hiring younger people with higher education levels.
 

The company's management 
has indicated an enthusiastic
willingness to 
 take a lead role in the development and
implementation of a regional commercial management training course
 

http:introduction-.of
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of the type proposed under CAD. 
 NGIP is regarded by the design
team to be the best equipped of any private sector organization in
the region to provide such training. It has experienced staff and
an operating 
system required to provide 
hands-on management
training for enterprise managers from the region. 
The expectation
of the company is that this will develop into an ongoing business
activity that will constitute an important part of NGIP's
diversification program.
 

East Now Britain Province (ENBP): An ADDropriate Location for

Management Training:
 

The headquarters of NGIP are located in Rabaul, the capital of
the province. ENBP is 
seen as 
an ideal 
location for management
training for the following reasons:
 

i) Conditions and chllenges facing ENBPare
typical of the
countries 1articiDating in CAD. 
The province, while
generally more technologically advanced, is typical of
Pacific island lowland agricultural conditions. 
It has
a coconut and cocoa economy grappling with the problems
of structural change. 
 The stronger technological and
managerial base of the province means that it is better
placed to play a lead role in addressing the region-wide
need to realistically diversify exports. 
 Participants
from other Pacific islands will be able to identify with
the set of agriculture conditions of ENBP, yet at 
the
same time 
set their sights at a higher level of
technology and management.
 

ii) A strong research and institutional 
base. In close
proximity and linked by an excellent roading network are
the following institutions:
 

- The Lowlands Aricultural Experimental Station
(LAES) at Kerevat. 
 This is the largest lowlands
agricultural research station in the South Pacific
region and is 
of international standing. 
 Of
particular relevance to training project
the 
 is
the emphasis in recent years on 
 crop
diversification within the 
context of coconut and
cocoa cropping systems. 
 A range of potential
export crops 
are currently under 
trial, with
priority being given to spices, essential oils, and
nuts. The 
LAES Director is an entomologist who
places emphasis on biological and cultural control
of pests and diseases. 
 It is the view of
commercial industry that LAES research is of high
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quality and relevant to their needs. It is expected

that LAES will be a collaborating institution in
the training project. 
 An effective commercial
 manager must be able to deal with and get the most
 
out of researchers. An important objective of the
training project 
is to familiarize participants

with this process.
 

Cocoa and Coconut Research Institute (CCRI). 
This
industry funded and directed research institution

is located adjacent to LAES with some 
facilities

shared. This is 
the leading coconut and cocoa

research institution in the region, and has an
international reputation 
in areas such as plant
breeding. 
 Priority research areas are currently

entomology (bio-control), 
 plant pathology

(particularly related to black pods), 
and quality

improvement to enhance the 
marketability of PNG
 cocoa. 
 The latter is being assisted by an AIDAB
funded project, which is an other 
resource to be
drawn on by the training project.
 

The Vudal Agricultural College. Vudal the
was

premier lowland agricultural college in the region

and drew its students from throughout the region.
However over the last decade its reputation has
slipped in the face of 
funding cuts and lower

levels of staff qualifications. The government has
recently announced plans to substantially upgrade
Vudal. Vudal may offer 
a valuable resource that

could be utilized.
 

The Paoua New Guinea Growers Association (PNGGA).

The Growers Association, which represents coconut
and cocoa growers throughout PNG, has its

headquarters in Rabaul. 
 The Managing Director of
NGIP is the 
current President. The PNGGA has a
strong commitment to training and has recently
developed its own on-the-job management training

curriculum for its members. It places heavy
emphasis on diversification. Discussion with the
PNGGA management indicated strong support for the
proposed management training project. The

participation of the PNGGA 
will be crucial in
curriculum design, course promotion, monitoring and
evaluation, and certification. 
PNGGA has indicated
 
a willingness to participate at all of these
 
levels.
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The PNG 
Spice Growers Association. 
 This 	newly
formed group is also headquarted in Rabaul. 
 Since
spices represent one 
 of the major export
diversification opportunities for 
the region's
coconut and cocoa 
areas, the active participation

of this group would 
 be highly beneficial.
Furthermore, 
 ANCO, a large Australian-owned
commodity marketing 
company, is undertaking a
number of pilot spice projects in the province. It
is proposed that the fourth 
course to be offered
will focus specifically on spices. 
 It is 	expected
that PNGSGA will play a major role in this course.
 

(i) 	 The stronQ suQport of the provincial government: ENBP's
economy is almost entirely based on agriculture, which
has been under considerable pressure with the prolonged
depression in commodity 
prices. The provincial
government 
sees the CAD project as a practical way of
strengthening that economy by increasing the value of
exports. 
In a broader sense the project contributes to
ENBP diversification efforts by "exporting" skills and
expertise 
to the rest of PNG and 
the South Pacific
 
region.
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CAD AND MARC PROJECTS COORDINATION
 

There is much scope for coordination of resources between
the Commercial Agriculture Development Project and the Market
Access and Regional Competitivenpss Project on agricultural
products seeking market entry or investor interest in North
America. 
While the CAD project will work only on agricultural
products gearing them toward any target markets, the MARC project
can work on products from any field of production but is
focussing only on the North American markets.
 

The CAD project is designed to assist producer-owned
agribusinesses to overcome organizational and pre- and postharvest commercial production problems including quality control,
continuity of supply and product marketability leading to higher
value exports and the ability to succeed in competitive export
markets. 
Examples of assistance could include private industry
restructuring and privatization of parastatals, establishing and
achieving export-quality industry standards, establishing export
standard quarantine treatment, introducing new technologies,
researching commercial problems and opportunities and
disseminating commercial production and marketing information to
the private sector.
 

Sco2e of MAR
 

For agricultural commodities, the MARC project will assist
private sector agribusinesses that demonstrate they can meet the
price, quality and continuity of supply required to be successful
in competitive export markets. 
MARC will work with such industry
groups or individual enterprises to assist entry of their
products into North American markets, their access to North
American investor interest for business development or expansion,
and packaging & promotion to achieve higher competitive advantage
in the marketplace. 
Examples of assistance could include
provision of information on product-specific regulatory,
certification, and packaging requirements of North American
markets, development of product-specific marketing plans,
industry networking to identify market interest, execution of
market and niche market exploration, identification and matching
of investor interest to South Pacific business opportunities
including privatization of government assets.
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Nature of Coordination and CooDeration
 

In the division of labor, the CAD project will provide all
pre-harvest assistance, both projects will be involved to a
certain degree in post-harvest assistance requirements with CAD
focussing on quality control issues such as quarantine treatment
and MARC assisting with product presentation and packaging
specific to market requirements. 
MARC will assist with market
and investor identification in the North American markets.
 
Where CAD will be undertaking South Pacific industryidentified research on commercial problems and opportunities
through USP Alafua in Western Samoa, MARC can mobilize within US
industry short term expertise that can lend industry and market
perspective to the research agenda and activities from the North
American viewpoint.
 

Both projects will be able to work on privatization
prospects for government-owned agricultural industry properties
with MARC also assisting to identify prospective U.S. investor
interest when foreign investor participation is sought.
 
Both projects will assist with securing and disseminating
information on regulatory, labeling, packaging and marketing
requirements. 
Since MARC will have a services network located in
the U.S., 
it may be better positioned to secure information. The
CAD project with its presence at USP Alafua and its field-based
work with agribusiness may more advantageously disseminate and
translate the information into practice.
 

Both projects will also cooperate on assistance to improve
the business regulatory and operating environment, working
together on regional issues such as 
freight rate rationalization
by product and freight space availability to North American
 
markets.
 

Management Coordination
 

Both projects have one long term regional advisor scheduled
to be fielded to Suva. The MARC project will have a regional
field operations manager and the CAD project will have a regional
agribusiness advisor. 
It is proposed that these advisors may colocate in office space in the private sector to maximize
opportunities for exchange of ideas and resource and activity

coordination.
 

Periodic meetings will be held to promote coordination
between the two projects. 
This may include MARC management
participation in CAD quarterly or biannual project reviews and
vis versa or wholly separate meetings devoted to project
coordination. 
An exchange of project representatives will be
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invited for occasional meetings such as 
that of the MARC Regional
Advisory Council or the CAD/USP Alafua Commercial Research
Council once such entities are operational.
 

The management of both projects will arrange exchange of all
information that could be supportive of the activities of the
other project or offer scope for activities collaboration.
 

An example of coordination might include the following:
 

organic coffee
 

MARC networks in the U.S. could secure the information
needed to inform agribusiness in the South Pacific of U.S.
certification requirements for organically grown, harvested and
packaged products, advice on acceptable labeling and packaging.
 

CAD coull ensure that such information is broadly
disseminated and understood among potential organic coffee
 
producers in the region.
 

CAD could work with agribusiness and related producer groups
on pre- and post- harvest procedures to achieve and maintain

internationally recognized organic credentials.
 

MARC could work with agribusiness to secure key business
contacts for market exploration in North America, test market
interest in South Pacific organically grown coffees and to secure
 
preliminary niche markets.
 


