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PREFACE

This report is based on the findings of a mission
which visited Fiji between 5 April and 13 May 1982. The
mission's team consisted of Messrs. Christian A. Newman, mission
leader (World Bank/UNIDO Co-operative Programme), Mudiayi Ngandu
(World Bank} and consultants Messrs. Lawrence B, Darrah,

Ralph Lattimore and Ian Matthews. The coordination and
support of the mission's work in Fiji was achieved through
the Central Planning Office (CP0O), Govermment of Fiji.

The primary objective of the mission was to focus
on the strategic aspects of how to stimulate and integrate
more agro-industrial activity into Fiji's economic development
program and secondarily, to identify specific priority
investments (for further feasibility study) in +the context
of increasing export earnings and reducing food imports.

In pursuing these objectives the mission concentrated on
providing the Govermment witz recommendations for a practical
program aimed at implementation and an integrated assessment
of the strategic impact on Fili of particular policies
concerning agro-processing and related investments.

In response to the Government's request, the
mission undertook in-depth studies of selected agro-industrial
opportunities to assess their production potentials and
ccastraints, the dynamics of demand projections and the
existing marketing and distribution systems at various levels.
In carrying out these tasks, the mission compiled extensive
background information which was either integrated into the
report or added to it in the annexes.

The Govermment excluded timber, fish, rice, livestock
and dairy products from the mission's terms of reference
because ongoing studies already focused on them or other
donors had already examined thege items.




ACP
BAF
BCC
BIDC
CAP
CER
MA
CPO
pp 8
DSC
EDB
EDF
EEC
EPC
FAB
FDB
FEA
¥NFF
FsSC
GATT
GSP
IAC
ITC
JETRO
MAF
MsC
NLDC
NLTB
MA
NPB
NPC
NSB
OECD
PFL
SDR
STABEX
SPARTECA
TFPL
UNCTAD

CURRENCY EQUIVALENTS (May 1982)

Currency Unit - Fij}ian Dollar

F$1 - Nz$1.ho

F$1 - Us$1.07

F$1 - Yen 258.0

F$1 - Canadian $1.31

F$1 - Australian $1.12

WEIGHTS AND MEASURES

Metric system, except wherz otherwise indicated.

PRINCIPAL ABBREVIATIONS AND ACRONYMS USED

- African, Caribbean and Pacific (Trade group of countries)
- Bunker Adjustment Factor

- Budget Coordinating Committee

- Business Industrial Development Commitiee

- Common Agricultural Policy

- Closer Economic Relations

- Central Monetary Authority

- Central Planning Office

- Development Plan 8

- Develomment Sub-Committee

- Economie Development Board

- European Development Fund

- PBuropean Economic Community

- Effective Protection Coefficient

- Filian Affairs Board

- FiJi Development Bank

- PiJi Electricity Authority

- TFiji National Provident Fund

- Fiji Sugar Corporation

~ General Agreements on Tariffs and Trade

- Generalized System of Preferences

- Ipdustries Assistance Commission, Australie

- International Trade Center

- Japanese Externsl Trade Organization

- Ministry of Agriculture and Fisheries

- Macro-economic Sub-Committee

- Netive Land Development Corporation

- HNRative Land Trust Board

- Ra.ional Marketing Authority

- HNet Private Benefit

- FNominal Protection Coefficient

- Net Sociasl Bepefit

- Organization for Economic Cooperation and Development
- Pacific Forum Line

-~ Special Drewing Rights

- Stabilization Fund for Exports (EEC/Lome Convention)
- South Pacific Reg_unal Trade and Economic Cooperation Agreement
- Tropical Food Products Limited

- United Nationa Conference on Trade and Development
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SUMMARY AND RECOMMENDATIONS

Macro-economic Performance

1. Recent macro-economic developments emphasize Fiji's
vulnerability to fluctuations in external demand conditions for
major visible trads expourts (sugar, fish, molasses and gold)

and invisible trade exports (tourist earnings). Real GDP growth,
terms of trade and employment fluctuate with external developments
in export markets. Favorsble weather and other conditions on

the production side terd to enhance or curtail the supply response

of the economy.

2. In 1979 and 1981, favorable external demand and domestic
supply conditions generated a real GDP growth of 11.2 per cent and
L per cent, respectively, while a reversal of these condition.
resulted in a 2.6 per cent decline in real GDP in 1980. Prospects
for 1982 are estimated at less than 1 per cent real growth in

GDP as the external demand for Fiji's exports is expected to

weaken.

3. In the past, government expenditure policies, especially
capital expenditure programs, have had stabilizing effects.
Although capital-expenditure p:ograms picked up the slack in
private investment betveen 1979 and 1981, the lack of growth-
augmenting capital projects in the pipeline for 1982 ani 1983

has become a major constraint as the ongoing projects are near
completion. Except for these ongoing projJects, no new capital-
expenditure projects are planned for 19382 and 1983 ;/. The
Government has had some success in restraining current expenditures,
particularly wages between 1977 and 1981 under the Tripartite
Forum wage guidelines. However, in 1982 restraining wages and
salaries has been difficult, given the weaker bargaining position

of the Government at the negotiating talle in an election year

1/ A few projects, meinly in the sugar industry, remain at the
embryonic stage.
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and the increasing pressures to provide larger budgetery allocations

to social services in the urban areas.

h. The long-term strategy in stebilizing fluctuations

in the domestic economy is to broaden the economic base snd
diversify the export of agricultural and processed products and

to some extent import-substitution products. The mission is of the
opinion that only a few of the proposed projects in the

Eighth Development Plan (DP 8 ) have gotten off the ground and

+hat their impact will not be felt for some time owing to their
long gestation period and the weak project-preparation capacitv

. . . . .. . 1
in the centralized agencies and line ministries = .

5. With total expenditures and net lending outpacing

total revenue and grants between 1979 and 1981, budgetary deficits
surfaced. The overall deficit rose from 3 per cent of GDP in

1979 to an estimated 5 per cent of GDP in 1981 and is expected

to increase in 1982. In order to avoid crowding out potential
private investors from douestic credit markets, deficits have

been financed from a Judicious mix of foreign borrowing on
concessional terms and domestic borrowing from non-inflationary
sources, namely the Fiji National Provident Funa and insurance
companies. Total government expenditures as a percentage of

GDP increased from 21 per cent in 1975 to 31 per cent in 1981.
This trend is of concern to the authorities, and greater emphasis
has been placed on involving the private sector in the development

of agriculture and associated agro-industries.

6. With domestic expenditures exceeding incomes, the
external current account deficit increased from 8 per cent nof

GDP in 1979 to 1k per cent of GDP in 1981, declining to

1/ Recently the Central Planning Office (cP0) set up a project
preparation and evaluation unit. Under a European Economic
Community (XEC)-funded program, a team of experts will assist
CPO staf? and staff from relevant key ministries in these
areas for a total of three expert-years.
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L per cent in 1980, vhich was an export boom year. In 1982, the
rapid growth in imports, which was characteristic of the 1979-1982
pericd, is expected to slow down slightly as the large public-
seccor development projects are completed. However, the expected
strong performance of the tourist sector énd the lower freight
costs because of lower import volumes will not compensate for

the decline in export earnings resulting from lower prices for
most of FijJi's exports and the expected decline in the public

and private capital inflows. However, this external current
account balance deficit is still lower than the 1981 level, when
FijJ1 borrowed SDR13.5 million from the Internationsl Monetary

Fund (IMF) under CFF arrangements. It is also temporary in nature,
ag it is due to an export shortfall in sugar receipts. With
Monasavu coming on stream in early 1983, imports of petroleum
would be reduced considerably, by as much as 20 per cent, thus
resulting in foreign-exchange savings with positive effects on

the trade balance. Furthermore, the 1981 slower growth in imports
of capital and manufactured goods and chemicals, associated in the
past with the completion of large development projecis, is likely
to continue since no such projects are envisaged. Given Fiji's
reasonable debt-service ratio end access to incernational capital
markets, the country is in & good situation to borrow its way

out of short-term balance-of-payments difficulties.

7. In view of the DP 8 objective to develop export-oriented
agro-industries, a review of the exchange rate and protection
policy is Gesirable, and the former may also alleviate balance of
payments pressures. The upward revision in interest rates in
December 1981 narrowed the differential in interest rates between
FijJ1 and Australia and New Zealand but did not close it, thus still
leaving room for potential capital outflow between Fiji and its

neighbors.
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8. The Economic Development FBoard reviewed incentives for
potential private domestic and foreign investors in 1981 and 1982.
Although fiscal incentives turned out to be as generous in Fiji

as in other economies in the Pacific Islands, non-Tiscal incentives,
i.e. availability of industrial land and provision of water and
electricity on a regular basis, were less than adequate.

The mission found that the administration of incentives needed
improvement and suggested a number of procedural reforms,

including the strengthening of public-sector support services

in charge of agricultural and agro-industrial development through
better co-ordination, staff training, research and better
demarcation of responsibilities. Ir addition to this, thc n® . u
found that there was a bias favcring import substitution over

export promotion, reflected in the higher level of import protection
(see Chapter Three).

Agriculture and Agro-Industrial Development

9. Fiji's agricultural sector has the potential to
significantly increase its output of unprocessed and processed
products. Agricultural and agro-industrial expansion can be
achieved in a way which is consistent with the country's other
aspirations: indigenous Fijian ownership of land by nationals,
availability of commercial rental land and mixed foreign-domestic
private ventures. This requires that the key decision-making
groups be involved early in tue planning process. Fiji itself
provides perhaps the two best examples in the tourism and sugar

industries of how this can be achLieved.

10. Future, non-traditional, ajiro-industrial expansion may
also contribute significantly to national economic growth,
provided the existing bottle-necks on furcher expancion are
remuved., Availability of and access to land need to be improved,
and the efficiency of the organization of agricultural production

(basic research, extension, marketing) needs to be enhanced.
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11. To the extent tha*t some of the proposed agricultural and
agro-industrial projects are labor-intensive and located near

the provincial towns and other urban areas where unemployment

i; concentrated, they could help to alleviate unemployment.
Conversely, specific agricultural and agro-industrial activities
may be located in rural areas where unemployment or migretion

to urban areas is high.

12. The agricultural and agro-industrial sector in Fiji

has strong natural protection (proximity to Australia and New Zealard,
especially compared to other large exporters in the South Pacific,
e.g. Malaysia and Thailand), and historical and geopolitical ties
with Australia and New Zealand present tangible trade

opportunities. Yet the high levels of import protection and
import-substitution industries provide a disincentive to export

expansion in non-traditional exports.

13. Many key resources necessary for the expansion of
agricultural and agro-industrial output are scarce in Fiji,
e.g. rental land and managerial labor. This requires that an
approrriate balance be maintained between import protection and

expor’, promotion.

Agro-iadustrial Opportunities

1k, Six commodities were chosen as potentially viable
agro-industrial undertakings ;j. The six commodities offer a
readily exploitable market potential of F$5 million annually,
in addition to new marketing opportunities for ginger,
producing an incremental F$4 million over planned expectations.
Indicative incremental strategies aim at achieving a total of

F$9 million within five years.

1/ Import-subsitution products should be competitive in quality
with present imports. Similarly, the quality of export
vroducts should equal that of competing products.
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15. Three of the commodities are import substitutes, namely
maize, onions and garlic. Each is considered to have a relatively
inelastic demand and a projected cost/price structure that should

enable domestic production to easily replace imports.

16. The other three commodities are export-oriented, namely
pireapple (primarily for processing), pavpaws and mangoes
(primarily for sale as fresh fruits). Each (as well as the
products thereof) is considered to have a relative elastic

demand ana a projected cost/price structure that should enadle

FiJi to penetrate important export markets in the Pacific area.

17. A national commitment is necessary to facilitate the
development of these industries. Detailed feasibility studies
are needed for pineapple, pawpaws and mangoes; action programs
shovld be developed for maize, onions and garlic. The Plan of
Action in Chapter Seven (paras. 7.190-7.197) recommends the
approach to be taken in conducting feasibility studies and in
developing action programs that will be supplemented by packages
of technology for the six commodities chosen.

18 For each product there is an urgent need for sharply
increased and continuing research to identify, select and develop
good-quality, high-yielding, pest- and disease-resistant varieties
or lines for use by farmers engaging in commercial production.
Storage facilities need to be developed for onions and garlic.
The need for increased research and extension activities calls

for an intensive training program as set out in Annex 6.2.

19. Packages of techmnology covering all aspects of
vroduction, including production timetables and farmer-marketing
operations, will have to be developed by research workers in co-

operation with extension workers.
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20. The extension service should deliver the packages

of technology and ensure the adoption of the recommended practices
by farmers, supervise the production and marketing operations

and de availadle as resource persons to assist with problems

as they arise.

21. The extension service should formulate the marketing
strategy required for each product prior t¢ encouraging farmers

to undertake commercial production (see Chapter Seven).

Market of Selected Prcducts

22. The n:w market opportunities will become accessible
to Fiji, at least initially, only on the bﬁsis of large-scale,
centrally co-ordinated production schemes supplying directly the
processing, manufacturing or marketing units on & contract basis

for agreed quantities, quality, price and delivery.

23. Garlic and Onions: The efficient wholesale and

distribution system set up for imported garlic and onions can

be readily adapted to handle locally grown products. Bulk deliveries
are essential to enable the existing system to deal simultaneously
with local and imported produvce during the extended transition

period.

2y, Maize. The existing transport system that delivers
feed mixes from the mill to farmers can be used on the normally
empty return trip to pick up grain in bulk from central collecting

stations within the production areas.

25. Pavpawvs and Mangoes. Immediate mackets were identified
in Australia, Canada, Japan and New Zealand. Successful penetration
will be dependent upon high standards of quality, packaging and

prompt delivery, as well as improved air-cargo carryirg facilities.




26. Giner. Overall prospects are better than predicted

in DP 8, subject to realigmment of priorities for individual
ginger products and a satisfactory resolution of differences
dbetween the two Joint-venture companies. Priority should be
given to exploiting identified opportunities in the EEC
using African, Caribbean and Pacific (ACP) duty-free access

to secure marketing advantage over Australia.

27. Canned Pineapple. This commodity can have a clear

price advantage over Australia and Malaysia in major export markets.
Examination of =iternative marketing and distribution options
indicate best results from a Joint venture with an established

multi-base food industry, operating in export markets.

Institutional Changes

28. It is further recommended that the following measures
be given high priority:

(a) The mandates and role of govermment ministries and
statutory bodies should be modified, where possible,
to separate regulatory and policy activities from

promotional and support activities;

(b) Central agencies (including CPO, the Central Monetary
Authority (CMA) and Customs) should closely monitor
and evaluate the structure of incentives within

the context of development and policy planning;

(¢) The Economic Development Board should adopt a strategy
(or an operating procedure) for the identification,
evaluation, support and implementation of agro~industries
that recognizes the competence and Jurisdiction of
other organizations and involves them in the process

to the extent possible.
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CHAPTER ONE
INTRODUCTION

1.01 The sgro-industrial sector hinges on agricultural
development vhich is the focus of the current Eighth

Develomment Plan, 1981-85 (DP 8). The industrial development
strategy of the Plan aims at the expansion of export-oriented
and/or import-substitution industries based or local agricultural
resources. The objectives pursued are: (i) export
diversification; (ii) employment creetion; (iii) improved income
distribution; (iv) increased self-sufficiency in food;

(v) regional development: and (vi) the externalities associated
with accelerated agricultural and industrial growth, e.g. agricultural
research base, better agricultural and agro-industrial extensicn
services, and tuiﬁm.

1.02 In spite of FijJi's abundance of natural rescurces,

e.g. forests, fish, fertile land, sufficient rainfall and other
favorable agronomic parameters, Fiji's agricultural export commodity
base is narrov. Sugar is the dominant foreign exchange earmer,

1/ in food is

vhile the country's self-sufficiency ratio
surprisingly in the low range of 35 to 4O per eent. Yet,

over the past 10 to 15 years, numerous agro-industrial opportunities
have been identified. PFev have succeeded but most have not

been implemented because of the weak project preparation capacity

in key ministries and agencies.

1.03 Private sector investment, mainly concentrated in the
relatively lucrative tourism sector and related trade and other
service industries, has been stagnant since 1977. While still

1/ The percentage share value of imported food requirements
in the totsl value of food consumption.
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adhering to a market-oriented economic philosophy, the Government

has by deliberate design and/or by default picked up the slack

in private investment, increasing its share in total investment

from about a third in 1976 to nearly a half in 1979 l/.

1.0 The bulk of public investment was in the form of traditional !
supporting infrastructure,‘e.g. roads, dams, water supply and
drainage, and the development of the national sugar industry.

However, during the last years of the previous Seventh

Development Plan (1976-1980), the emphasis in the Governmert
investnent strategy gradually shifted toward the nonsugar

agricultural subsector. Nevertheless, various forms of Govermment
intervention in the agro-industrial sector were on an ad hoc basis,
depending on the requirements of a particular investment project
proposal for public support. The Eighth Development Plan identified,
however, elements of an agro-industrial development strategy

for the first time. This sector report is intended to assist

the Government in the assessment of Fiji's agro-industrial development

prospects from five perspectives as follows:

(a) the prospects for developing export and import-substitution
agro-industries in the light of existing trade policies,
other restrictions and opportunities unaer SPARTECA
and LOME II trade agreements and within the institutional
limitations regarding the rental land market, the domestic
agricultural marketing system (transport, distribution
network and storage) and the existing agricultural and

agro-industrial support services (Chapters Two and Three);

(b) the adequacy of prevailing incentives in encouraging
and/or discouraging selected existing agro-industries
(resource allocation and administration of incentives),
comparative advantage and the implications for potential

nev agro-industrial opportunities (Chapters Four anl Five);

1/ The most recent year for which GDP data ty type ot expenditure
are available,




(e)

(a)

(e)

-3 -

the igentification of new agricultural and agro-industrial
opportunities wvhich cen de produced efficiently in Piji
for export and domestic markets (the production cost
ana)ysis of Chapter Six):

identification of suitadle marketing strategies, considering
the constraints and opportunities in porvential export

and domestic markets of new agro-industrial opportunities
(Chapter Seven);

analysis of the institutional changes required to promote
desired activities through an efficient Gelivery of
Govermaent agricultural and agro-industrial support
services {Chapter Eight).

“m
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CHAPTER TWO

THE AGRICULTURAL AND AGRO-INDUSTRIAL SECTORS

2.01 As a relatively smell country highly dependent upon
intsrnational trade in agricvltural products, FijJi is influenced
bty technical, economic and policy factors in the rest of the
world to a much greater extent than most countries. The first
two subsections will deal with this environment as a dbackdrop
for the subsequent discussion of FijJi's agricultural and
agro-industrial sectors.

World Agricultural Trade Environment

2.02 International trade in agricultural products is largely
guided by the domestic agricultural policies of larger agricultural
trading countries in terms of quantity, trade prices and the

conduct of business. The objectives which g’ ve rise to these
rolicies have a strong degree of commonality among the major
agricultural producing and trading countries. Two major

objectives predominate., The first is to maintain a high degree

of national self-sufficiency in food and agricultural production.
This objective stems from the common desire to sustain the highest
poseible level of employment of agricultural resources, particularly
labor and land, at the highest level of returns. This objective
places high priority on maintaining rural settlement patterns

and farmers' incomes. 3

2.03 A second common objective is to maximize export earnings
from tne agricultural and agro-industrial sector as s source of
rural grovth and foreign exchange earnings.

2.04 Countries tend to pursue these objectives through the
following set of policies:

(s) high internel (domestic) prices for import substitute
products supported by tariffs, import licensing

and quotas;




(b) the application of implicit or explicit export incentives
for products which can be technically produced in surplus
quantities;

(c) incentives to attract foreign investments and technology
for large-scale export products development; and

(d) the creation of goverrmental single buying, selling or
investment agencies (statutory bodies) to increase
national leverage in the world market or to counter-
balance the perceived or actual bargaining power of
transnational corporations.

2.05 While the above listed policies are also commonly used
outside the agricultural sector, their impact on world agricultural:
markets is considerable, given the peculiarities of agricultursl
supply and demand. In particular, these actions tend to compound
the high degree of instability which exists in world agricultural
markets as a result of natural and econmmic factors. They tend
to lover world agricultural prices making it harder for marginally
efficient suppliers to compete in export markets. It also makes
it more difficult to identify cost-saving import substitution
possibilities at prevailing vorld market prices. Secondly, these
policies tend tc lead to erratic export behavior and battles for
market shares, often at the expense of taxpayers and netional
treasuries in competing countries. Thirdly, these conditions
sometimes lead to situations vhere world prices can remain below
marginal social resource costs for long periods of time. This

is the result of govermments accepting a share of the costs and

risks of expurting emterprises.

Forum and Pacific Rim Country Envirorment

2.06 Piji is influenced by this world trading enviromment
but it is especially sensitive to trade opportunities and policies
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in the South Pacific Forum Y group and Pacific Rim countries 2/.
The latter group of countries includes some of the lowest cost
sur.pliers of manufactured products including a range of agro-
industrial products, namely Australia, Malaysia, New Zealand,

the Philippines, Thailand and the USA, i.e. Hawaii. The group
also includes two of the lowest cost suppliers of grains, oilseeds
and livestock products (Austraiia and New Zealand). At the same
time, many of these countries have some of the highest import

barrisrs on menufactured goods.

2.07 This environment makes it especially challenging for
Fiji in establishing agricultural) and agro-industrial investment,

production and trade policies. On the one hand Fiji faces competition

from (sometimes highly subsidized) exports of agricultural and agro-
industrial products and on the other it is confronted with low
(and often, highly subsidized) import prices on manufactured goodes,
thus making it difficult to identify economic import substitution
possibilities.

Implications for Fiji's Agricultural Market Develomment

2.08 It ought to be clear from the experiences of other countries

that, vhile strong import protection including the protection

of import-substitution industries combined with export subsidies
can alleviate short-term balance of payments difficulties, this
policy set comes vith a high price tag. It tends to channel scarce

1/ South Pacific Forum countries refers to all independent
and self-governing countries in the South Pacific.

2/ Pacific Rim countries refers to countries vhich geographically
delimit the Pacific rim. It includes all the Pacific Island
ccuntries, Australia, Nev Zealand, Hawaii and the Western
coasts of the U.S. and Canada.
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investible funds into high-cost industries and lower real dirposadle
incomes for those industries not enjoying protection and exporc
subsidies relative to the heavily protected and subsidized
industries.

2.09 The second implication is that these policies have led
many countries to specialize in particular lines of agricultural
export develcpment and, in turn, the product lines involved have
tended to be highly standardized products. The production, scale
of the processing and the distribution system are usually large
and tend to be inflexible at least in the short run, If the
Government of Fiji maintains a relatively open truding system with
lov rates of intervention, comparative advantage is a necessary
condition for export market development, it is never a sufficient

condition. In addition, market identification and essessaent,
technology development and adoption and cost analysis are crucial
ingredients in guiding agricultural and agro-industry development.
(See Chapters Six, Seven and Eight).

Fiji's Agriculture

2.10 The recent performance of Fiji's agricultural sector
has been well documented in recent publications l/. Only the
highlights, those of direct concern to this report, are included

here.

Agricultural Resources

2.11 Fiji has approximetely 1 million ha of land suited for
sgriculture and/or forestry use, with little or no improvements
required. In 1980, 321,000 ha were under production or less than

one third of the total cultivable land. Two major factors contribute

1/ cpo (1980), oA (1981), MAF (1962), World Bank (1980) and
recent Annual Reports of FSC, CMA and NLTB,

— ——— mﬁ‘
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to this excess capacity. First, 83 per cen! of all 'and in FijJi
is owvned by Matagali, including unimproved land (1.5 millior ha).
The Mataqali have leaged around 400,000 ha of land outside the
native reserve, wvhich is nr: currently available on a commercial
basis. Such land has been made available for long-term lease

(25 to 30 years) if the entrepreneurs were zble to show that the
land vculd be used in the interest of the owvners and the region.
Second, there is a large area of usabile land under all tenure
classes (custumary native ownership leese, freehold and crown)
vhich is not currently in use or is severely underutilized.

This land has been estimated at same half million ha

(1980 World Bank Report, p. 23). Poor comsunication and lack of
basic infrastructure in less developed regions of Fiji undoubtedly
make access to some of this cultivable land difficult. ¥Nevertheless,
the record of agencies in charge of land administration,

i.e. the Rative Land Trust Board (NLTB), the Ministry of Land,

the Ministry of Commerce and Industry is less than satisfactory.
Making land available for agricultural and industrial use is a
major constraint in regard to agro-industrial development in

FijJi (see the assessment of NLTB in Chapter Right).

2.12 Over 60 per cent of the land under production is concentrated
in three groups: sugarcane, coconuts and pine trees. The distribution
of farm size tends to be bimodal, i.e. there is a large group
of farms between 3 and 10 ha in size and another large group

in the 20-50 ha range.

2.13 It has been estimated that in 1980, 83.5 thousand

pecple vere employed in primary agriculture represcnting UL per cent
of the total labor force. Approximately 35 per cent of the

total agricultural employment was nn subsistence farms. Rural
wvages and inccmes outside villages in the agricultural secto-
(including +4he value of home consumption) is generally considered
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to be around 90 per cent of urban incomes. However, village
incomes were around 50 per cent of urban incomes in 1977T.

The distribution of incomes between the self-employsd and wvage
earners in the rural sector is less clear.

2.1k According to official statistics, mean daily wages i
in agriculture wers F$7.4kL in 1980 (see Table 2.1) but unofficially,

farmers and agricultural workers quoted rates between F$3 and

F$5 per day for unskilled labor depending on location l/.

The latter rates approximate average rates obtained in the

Agricultural Census of 1978. The reason is that rural wages

in non-sugar agriculture are not coversd under the Tripartite

Forum annual negotiations. The presence of this lower wage

non-union sector makes agro-industries wage competitive in worid

sxport markets and vis-a-vis presently imported agro-industrial products.

Table 2.1: DAILY MEAN WAGE OF WAGE EARNERS

Agriculture All industries

% increase % of all % increasc
Year F3/day year ending industries F$/any year ending
1970 1.97 10.7 8 2.47 6.5
1971 2.13 8.1 78 .72 10.1
1972 2.39 12.2 78 2.08 13.2
1973 3.12 50.5 78 3.98 29.2
1974 k.bo k3.9 92 L .89 22.9
1975 4,98 10.9 83 5.97 22.1
1976 5.03 1.0 75 6.68 11.9 3
977 5.76 1k.5 81 7.11 6.k
1978 6.67 25.8 8s 7.89 11.0
1979 6.58 3.2 81 8.48 7.5
1980 T.bk 8.1 80 9.28 9.4

Source: Current Fconomic Statistics, Bureau of Statistics, Suva, Fiji, 1982.

;j These rates were typical of the rural areas outside the
highly unionized Suva-Naussori urban corridor.
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Output

2.15 Over the last decade, there has been & gradual shift

in the relative importsnce of the subsistence sector (which
includes subsistence fishing) to total primary egricultural output.
In 1972 the subaistence sector amounted to 4l per cent of the
total, falling by only 4 per cent to 37 per cent in 1981.

This is somewhat surprising given the sharp rise in commercial
economic activity over che period. This appears to indicate a
strong commitment to the village way of life and a steady increase
in the real market value of the output of subsistence agri-ulture
(see Table 2.2). This in turn is & reflection of the "mixed"
subsistence farmers' partial involvement in traditional

focd crops and in cash cropi.

2.16 Real growth in the ontput of sugarcane, livestock and
other primary products have all exceeded an annual average growth

of I per cent over the decade 1972-1981. However, most of this
grovth in the livestock and other groups took place before 1978.
Since then there has been a marked slowdown. This is due to a

recent decline in growth and in some instances an absdlute reduction
in copra, beef, pork and egg production because of supply constraints
(see Tables 2.2, 2.3 and Annex 2.2). Total lilﬁ»production

also declined from 1978 to 1980, although whole milk output

increased.

2.17 As mentioned above, there are two principal types of
farming activities in FijJi. The first consists of small-scale
(mixed subsistence) production of highly valued staple crops,

dalo, cassava and yagona in combination with some coconuts and
bananas. In 1978, the total area of these root crops was

13.5 thousand ha. The commercial crop sector is dominated by

sugarcane (see Annex 2.3), coconut and rice with areas of 5L,

67 and 10 thousand ha respectively in 1978. In the livestock
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area there were 39,000 beef cattle, 18,000 dairy cattle,
122,000 goats, 69,000 pigs, 141,000 layers and k83,000 meat
chicken. Smaller areas vere devoted to a broad range of other
crops including cereals, pulses, vegetables and fruit
(Parliament of FijJi (1980)).

Consumption
2.18 On the available evidence, domestic conswmption of

food and agricultural products per capita has been relatively

stable over the past six years (see Annex 2.k). There is a

noticeable upward trend in the conswmption of pork, poultry,

eggs, flour, coffee and scap. The remalning products show little of this
trend but there is a noticeable gap in the data for fruit and
vegetables, inciuding staple crops,

2.19 Food, beverages aad tobacco ezcounted for 39 per cent
of total private cxpenditure in 1979 with food itself accounting
for almost 34 per cent.

2.20 There has been & shift awvay from the traditional diet

of staple root crops, rice and fresh fish towards more ronveniently
packaged food as the population has graduslly moved towvards urban
centers. At least part of this shift in dietary habits »iy cause
a strong price effect. For example, imported canned fish was
F$0.98/kilo in 1981 compared with local fresh fish of F$1.76/kilo.
At the same time, staple root crop prices,e.g. for dalo, remain at
par vith temperate substitutes like potatoes.

Trade in Agricultural and Food Products

2.21 As previously mentioned, FiJi has a very low self-sufficiency
ratio in fecd. In 1980, approximately 35-4LO per cent Yy of the value of
food consumption was imported. Given FijJi's agricultural and fish

resource base, this situstion represents a serious anomaly.

1/ This is an estimate based on 1979 total private final consumption
expenditure and the 1979 expenditure survey together wvith
1980 date on the value of food imports plus imports of
intermediate products used in food production, specifically
18IC division 0-9, 22, k1l and k2.




Table 2.2: GDP, AGRICULTURAL ACTIVITY AT FACTOR COST, 1972-81
(in constant 1972 FS$M)

Av. annual

ISIC Activity 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 growth (%)
1919 Subsistence 18.9 19.4 19.8 20.3, 20.7 21,2 21.6  22.1 22.5 22.9 2.4
1915 Sugarcane 16.9 18.8 16.2 16.3 17.2 20.1 9.3 26,2  22.0 24.9 5.3
1116/7 Livestock 1.6 1.7 2.1 1.9 1.9 2.0 2.4 2.8 2.8 2.8 8.3
Other primary agr. 8.5 8.4 9.0 11.3 9.8 11.1 10.2 12.0 10.9 11.9 4.4
Total primary agr. 45.9  48.3  47.1 49.8 49.6 54.4 53.5 63.1 58.2 62.5 4.0
' i
12 Forestry 1.3 1.4 1.6 1.5 1.5 1.9 1.9 1.9 2.6 2.3 8.6 b
13 Fishing 0.5 0.5 0.6 0.6 0.6 0.6 0.7 0.8 0.7 1.0 11.1 n
: '
Total egr.,for., fish. 47.7 50.2  49.3 51.9 51.7 56.9 56.2 66.0 61.6 66.3 4.3
1118 Sugar manufacturing 11.0 10.9 9.9 9.9 10.7 13.1 12.6 17.1 14.4 16.2 5.3
Total food vrocessing 13.0 12.8 12.2 12.1 129 16.0 15.5 19.0 17.1 18.6 4.8
Total GDP 214.2 233.4 235.0 233.9 238.3 262.1 264.6 294.2 286.6 297.8 4.3
Growth total GDP 9.0 0.7 ~0.5 1.9 10.0 1.0 11.2 -2.6 3.9

Source: Mission calculation based on NP-8, Fiiil Appendix E-1 and Current Economic Statistics, Teble 3.3, Bureau
of Statistics, Suva, Fiji, January 1982.
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Table 2.3: GDP IN AGRICULTURE, ACTUAL AND PROJECTED

Av. annual Annual Projected
growth grovth rate annual av.
1S1C Activity 1972-81 1980 1981 198085
(in percentage)
1119 Subsistence 2.4 1.8 1.8 1.4
1115 Sugarcane 5.3 -16.0 13.2 6.0
1116/7 Llivestock 8.3 0.0 0.0 4.9
Other primary agr. A -9.2 9.2 .9
Total primary agr. 4.0 -7. 7.4 -
12 Fores:ry 8.6 36.8 -11.5 5.6
Fishing 11.1 -12.5 42.9 9.8
Total agr., fish. and 4.3 -6.17 1.6 =
forestry
3118 Sugar manufacturing 5.3 -15.8 12.5 6.4
Total food processing 4.8 -10.0 8.8 6.4
Source: Table 2.2 and DP 8, Fiji ,Table L.1.
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2.22 The following set of tables show Fiji's expcrt, import,
re-axports and trade dalance in food and agricultural products,
i.e. Annexes 2.5 to 2.8, by major commodity groups for 1980 and
1981. 1In 1980, Fiji had a food and agriculture trade balance

of P$140 million. This was reduced to F$87 million in 1981 as

s result of a F$A5 million fall in sugar export receipts and an
r$8 million increase in the import bilil.

2.23 Expor: receipts are dmimyl sugar products, fish
and coconut products while the imr.rt bill covers a broad range
of intermediate and final agricultural and food products.

Agricultural Prices

2.2h4 There is no comprehensive data available on prices at
the farm or vholesale level 1/ . Recent livestock product prices

are given in Table 2.k,

2.25 Support prices are csiablished for copra, rice and
beef at levels higher than the world market price. PFarm prices
for staple crops are generally considered to be around

SO per cent of the retail prices shown in Table 2.5.

2.26 Farm prices appear to be strongly influenced by the lowv
level of technology employed and restrictions on the supply of

farms. As shown in Chapters Six and Eight, these effects combine to
induce a wide spread betveen market prices and the cost of production
under the best practice conditions (see Table 8.1).

—

2.27 Retail food prices have increased at approximately the
ssme rate as the increase in the CPI between 191§‘md 1981,
ssricultural éxport prices bave declined markedly from 1979 and
1980 purticularly for sugar and copra. The short ters outlook
for these products is not good Sugar_is likely to rebound in
the next twe years or so but the inermini capacity to produce
high fructose corn syrup in Burope and North mricc. may place

1/ The lack of basic farmgate and wvholesale prices on major
agricultural commodities reinforces the need to strengthen
tlz Economic Planning and Stetistics Division of the Ministry
of Agriculture and Pisheries (see attached Training Proposal).
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a lower ceiling on sugar nrice rises in the future. Similarly,
copra and coconut prices are not expected to rebound guickly
given depressed vorld economic conditions. PFurthermore, coconut
production capacity may keep real prices low for an exterded
period. Bearing in mind the difficulty of attemriing to forecast
long-term world prices for these commodities with any precision,
it would nevertheleis be advisable to plan future agricultural
development policies on the basis that on average real sugar

and copra prices will remain in the vicinity of their current
levels. At the same time, the uncertainty element dictates that
basic production capacity ought to be maintained.

Agricultural Subsidies

2.28 The Ministry of Agriculture and Fisheries (MAF) and

the National Marketing Authority (NMMA) administer a range of

subgidy programs for agricultural producers. The NMA perfcrms a price
support function by stebilizing farmgate prices of crops at

harvest time. The aim is to prevent distress celling of (mainly)
staple crops due to a lack of short-term market opportunities,

The price level at vhich such product is purchased is set according
to conditions in major markets and there is no atteapt made to
establish a support level prior to harvest time.

2.29 This program has the pctential of being developed into

a more effective price stabilization scheme on a national tasis

but it would require a significesnt =ffort with regard to marketing
and storage by the MAF and the NMA. Considerable care is required

to inaure that such activities of the NMA do not stifle the efforts
of individual producers to market their own crops (see Chapter Fight).

2.30 A price support operation is beiny carried out for copra given the
current lov world price situation. It consists of loans at concessionary
interest rates for copra marketed. Loans are availabdb.e up to

th-. difference betveen an annownced support price level and

the world price.




Table 2.4: FARM

PRICES OF LIVESTOCK PRODUCTS

1977 1978 1979
Eggs (F$/dozen) . 0.854 0.840 0.887
Poultry (F$/kg, dressed weight) 1.79 1.95 1.60
Beef (F$/kg)

Steers and bulls 0.838 0.874 0.809
Cows 0.727 0.758 0.702
Pork (F$/kg carcass wt.) 1. 560 1.682 1.610
Goatmeat (F$/kg) 1.420 1.510 1.510

Source: Bureau of Statistics, Suva, FPiji.
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Table 2.5: SELECTED RETAIL FOOD PRICES, 198C AND 1981

Retail price
(Fi1ji cents)

Item Unitc - 1979 1980 1981
White unsliced bread 400 g 20.9 25.6 27.5
Sharps 5 kg 143.2 163.2 173.1
Flour 5 kg 143.6 164.3 173.4
Rumpsteak : kg 224.6 247.3 285.9
Mince kg 169.5 192.4 227.4
Lamb chops kg 165.4 179.1 - 225.1
Pork leg kg 286.1 319.5 351.0
Goat, chopped kg 190.4 230.5 250.2
Chicken, whole kg 216.0 244.5 261.0
Fish local kg 176.3 - 175.9
King crab kg 341.6 409.4 445.1
Canned fish 425 g 31.2 36.3 41.7
Cabbage kg 45.5 42.8 60.7
Tomatoes kg 135.9 138.2 126.6
Onion . kg 32.3 44.0 75.6
Dalo kg 27.0 42.3 43.3
Cassava kg 19.8 2.7 20.3
Potato kg 29.0 45.2 41.5
Apples kg 113.3 133.8 ©1k3.7
Banana kg 28.5 33.8 34,1
Orange kg 120.0 148.S 165.2
Pineapple kg 45.5 43.1 39.5
Pineapple juice 425 ml 37.0 40.6 40.1
Coca Cola 275 ml 24.0 32.1 38.9
Yaqona, powdered kg 415.1 459.0 455.4
Butter , 250 g 37.7 89.2 93.0
Milk 600 ml 19.7 22.6 29.3
Eggs 600 g 96.7 121.8 122.5
Soya bean oil 750 ml 94.2 94.0 88.0
Sugar, brown 2 kg 45.5 47.0 51.1
Tea 200 g 72.4 67.8 68.4
Ice cream 11 38.4 42.4 55.2

Source: Bureau of Statistics, Suva, Fiji,
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2.31 The Ministry of Agriculture subsidizes farm chemical
use (50 per cent), fertilizer (25 per cent), fencing materials,
drainage, seed cleaning and e range of other commodities. The
effective sutsidy rates on fertilizers are given in Table 2.6.
In 1661, the hudget cost for these programs was around

F$1.6 million or less than 1 per cent of “otal Government expenditures
(see Annex 2.9). The subsid& is paid only on fertilizer used
outside the cane area and it effectively equalizes the prices of
fertilizers in non-sugarcane areas. The price difference arises
because the Fiji Sugar Corporation is abie to buy bulk product
cheaper than private importers, but it performs this function
only for its own producers. The role of the FSC as a fertilizer
vholesaler is limited only to sugarcane growers end does not
extend to other DP 8 priority crops. A debate on this important

policy question is underway.

2.32 Table 2.7 shows data on the personnel and budgetary
resources of the relevant divisions in various Ministries and
agencies vhich provide support services to agriculture and
agro-industries. The imbalance existing between the resources
allocated to research and extension within MAF is striking.
Extension services are allocated over twice the budget and the
personnel allocated to research. The implication is that the
research division may have little to extend and therefore the
back-up service for extension workers would be less than adequate.
The mission is of the opinion that the research budget should

be doubled to equal in size that of the extension division.
Moreover, it is noteworthy that the Ministry of Commerce and
Industry is only marginally involved in industrial support services
(extension). While the Economic Development Board (EDB) remains
unstructured and unable to provide assistance in project identification
and in the diffusion of available market research, the National
Marketing Authority (NMA) has been involved on its own in promoting
nev export agro-industrial products without any coordination with

the other agencies.

e
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Table 2.6: EFFECTIVE SUBSIDY RATES IN AGRICULTURE, 1981

Iten Effective subsidy rate
-=- (in percentage) —-
Fertilizer
13-13-13 22
Urea 41
Superphosphate 20
Potash 22
Sulphate of ammonia 24
Blood and bone 24
Poultry manure 23
Average fertilizer rate 25
Agricultural chemicals 50

Source: Central Planning Office.
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Table 2.7: BUDGETS AND PERSONNEL FOR MINISTRIES SUPPORTING
AGRICULTURE AND AGRO-INDUSTRIES

Budget Grants/transfer Personnel

1981 1982 1981 1982 1981 1982

(F$ 000's)

Ministry of Agriculture and Fisheries (MAF)

Economic planning, 353.6 %00.9 - - 50 50
statistics

Extension L,670.1 5,253.5 858.5 507.8 250 250

Research 2,189.1  2,353.6 13.5 10.0 - 113 114

Drainage + irrigation 1.,123.6 1,10L.4 100.9 111.2 L3 32

Animal health and 288.8 316.9 - - 137 139
production

Commerce and Industry

Extension 169.5 1kg.L - - 8 8
Trade, market, 132.8 8s.1 - - 7 7
development
Energy - 2h5.7 - - 8 12
Economic Development 350.0 350.0 - 277.4 24 24
Board
N.M.A. 2,500.0  1,500.0 100.0 1k2.0 - -
FDB 21,000.0 23,700.0 3,300.0 13,350.0 = 134 143
NLTB - - 1,110.0 1,L47.8 - -
NLDC ~ - - - 60.0 - -

1/ For 1981 and 1982, grants and transfers include $8C0,000 to cover interest
subsidies for agricultural loans up to $20,000. The remainder is additional
equity to FDB to allow it to borrow and maintain the prescribed
3:1 debt-equity ratio. -

2/ The National Land Development Corporation (NLDC) is a subsidiary of the
Native Land Trust Board (NLTB). NLDC is the commercial arm of
NLTB. On the basis of the number of projects NLDC is presently

involved ia, its budget is much larger than that indicated in Table 2.7.




Fiji's Agro-Industrial Sector

2.33 A profile of agro-industries is presented in

Annex 2.10 for 1978 y. Agro-industries accounted for 58 per cent
of industrial value-added in 1978 and 51 per cent of industrial
employment. 1hore are gemerally only a small (five or less) number
of firus involved in each area of activity. Given some
specialization along product lines within each category and some
geographic dispersal, potential oligopolistic or monopolistic
condiiions could prevail. Govermment has imposed a price control
scheme in an attempt to prevent excessive processing and

narketing margins.

Ownership

2.3k Over the past five years there has been a marked change
in the ownership structure of agro-industries in terms of the
degree of Government involvement. A list of Govermment holdinge
including agro-industries is given in Table 2.8, This has
developed due to the fact that viable agro-industrial investment
opportunities vere not taken up by private investors (local or
foreign) because of the high initial risks involved, lack of
information on potential opportunities, inertia, etc. In this
sense Govermment involvement has been in support of private sector
initiatives. However, Govermment intervention needs to bc optimal
from the point of view of the efficient delivery of supporting
services and the removal of market failures or other obstacles

such interventions aim at.

Agricultural Credit

2.35 The Fiji Levelopment Bank is the principal source for
medium- and long-term financing for agriculture and sgro-industries.
Lending to these sectors by commercial benks, though increasing

in recent years, remains a small share of their total lending.

1/ latest available data.
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Table 2.8: COMPANIERS IN WHICH FIJI GOVEREMENT HAS SHAREHOLDINGS

Company £ Covermment shareholding
Afr Pacific 83.17 !
riii Adrx 26.00

FJi Telecommunications 51.00

Priji Can Company 25.00

Fiji Reinsurance Corporation 25.00

Fiji Sugar Corporation 96.00

Fiji Bugar Marketing Corporation 100.00

Home Finance 33.00

Pacific Pishing 25.00

Reva Rice 100.00

Yagara Pastoral 100.00

Castle Trading 1/ 10.00
Tropical Food Products Manufacturing = 50.50

PFiji Develorment Bank 100.00

NMA Ginger Processing 2/ 100,00

Unit Trust (Maxagement) Ltd. = 100.00

riji citrus Products 3/ 60.00

The FPiji Pine Commission T0.00

1/ Piji Affairs Board together with privately owned Baltham
International.

2/ Administered by FDB Nominees Ltd. which serves as
secretariat to the Unit Trust.

3/ CGovernment equity held by BMA and FDB exceeds 60 per cent,
k3 per cent hzld by NMA and 17 per ceut by FDB.

|
{
|
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The Fiji National Provident Fund (FNPF) lends even less to
agriculture and agro-industries as most of its assets are held

captive for lending to the Govermment and statutory bodies.

The Fiji Development Bank (FDB)

2.36 The FDB's lending policies are guided by DP 8

objecicives, e.g. diversification of the export base of the economy
through the use of domestic raw materials, generation of employment
and development of local entrepreneurship, particularly among
Fijians. The latter objective has been broadened to include
non-Fijians given the higher rate of default on loans to Fijian

businesses in recent years, mainly due to management difficulties.

2.37 An importan. objJective of the FDB is to assist new firms
by taking up equity investment in them; however, not in excess

of 25 per cent of the paid-in-capitai. The FDB is seen as being
a catalysf in stimulating investment in new areas of agriculture
and industry. The FDB is required to dispose of such equity
inveutment as soon as the new venture becomes profitable and a
"fair price" can be obtained. The equity holding arm of the FDB
is supposed to be the F)B Nominees Limited. In recent years,

the FDB Nominees Ltd. has become a half-way house for existing
public firms in financial difficulties rather than a public equity-
holding firm in support of Joint-venture (private-public)
investments in new priority projects in agriculture and

associated agro-industries. To enhance the effectiveness of

the FDB Nominees Limited as an equity-holding umbrella for
Government investment, the restriction concerning the 25 per cent
share in paid-in capital es maximum of FDB's Nominees'

equity needs to be relaxed. This would avoid the proliferation

of equity-holding agencies (see Chapter Eight).

———tpn.




- 24 -

2.38 FDB's financing is mainly through domestic sources.
The FNPFP, the insurance companies and the commercial banks are
the major purchasers of FDB bonds. The Govermment underwvrites
FDB bonds through the Sinking Fund in addition to incressing
FDB's wvorking capital. In the 1980/81 fiscal year, further
dravdovns were made against lines of credit established by the
EEC and the World Bank. The FDB revised its interest rate
charges upward in January 1982, following the increase in interest
and lending rates by commercial banks in November 1981. While
the FDB does not fall under the Banking Act, it strictly adheres
to the maximum lending rate of 13.5 per cent. Current interest
rate charges range from 10.75 per cent to 11.5 per cent for
agricultural loans, 12.5 per cent to 13 per cent for industrial
loans and 13 per cent to 14.5 per cent for commercial loans with
various subsidies provided on interest rates (0.5 per cent to
5.5 per cent) depending on the particulars of the loan.

Composition of Londing by Sector and Crop

239 Out of the F$15.5 million of loans approved in

1979/1980, agriculture and fishing received a total of only

38 per cent, with nearly half of that going to sugarcane growing.
The share of industry and commerce in total lending amounted

to 62 per cent, with transportation, Y/ tourism and commercial
loans 2/ accounting for almost half of the allocation to commerce
and industry (see Tables 2.9 and 2.10). FDB lending to agriculture
and rishing improved from 38 per cent to 43 per cent in 1980/81,

a larger share than in the previous fiscal year. Howvever, the

predominance of lending to sugarcane groving persisted.

y Mainly loans to taxi operators in urban areas; native Fijians
for the most part.

Commercial loans to indigenous Fijian businceses. The
administration of this loan scheme wvas unsatisfactory.

R
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Tabie 2.9: LENDING TO INDUSTRY AND COMMERCE, FIJI DEVELOPMENT BANK,
1979/80, 1980/81
(F$'000)
1979/1980 1980/1981
Rumber of Number of
loans Amount loans Amount
approved approved
Timber, mining
and quarrying Ly 1,644 3 2,045
Manufacturing 97 3,139 8L 2,753
Construction 32 666 36 973
Tourism 19 1,153 17 519
Transportation 324 2,347 245 1,997
Commercial loans '
(Under Fijian Loan
Schene) 228 642 195 635
Investment 2 78 1 25
Total Ju46 9,669 609 8,947

Source: Fij)i Development Bank, Annual Report, June 30, 1981, p. 8.
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Table 2.10: LENDING TO AGRICULTURE AND FISHING,
FIJI DEVELOPMENT BANK, 1979/80, 1980/81.

(F$'000)
1979/1980 1980/81
Number of Amount Number of Amount
loans loans
approved approved
Beef 110 6Lt 86 812
Pairy and pigs 33 332 32 310
Vegetables and rice 236 972 216 1,732
Poultry 17 380 1k 175
Sugarcane Seagaqa 127 796 189 1,255
Other areas 443 1,77k 578 2,150
Fishing 252 332 237 426
Others 48 Lol 116 778
Subtotal 1,266 5,637 1,468 7,638
Drainage boards 6 230 5 280
Total 1,272 5,867 l,h73 7,918

Source: Fiji Development Bank, Annual Report, 30 June 1981, p. 6.
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In the 1979-1981 period, the slower growth in total lending by

the FDB, compared with the 1977-1979 period, reflected the
completion of such projects as Seaqaqa and Ulaisaivou (beef
cattle). Moreover, the FDB became more selective and stringent

in its lending policies in the transport sector and for commercial
loans under the Fijian Loan Scheme l/.

2.%0 The high prices of sugar in 1979 and 1980 partially
explain the dominance of sugarcene in the FDB lending to agriculture
and fishing. The historic trading mentality and the basic inertia
of the business community 2lso account for this pattern of iending.
In view of the export diversification thrust of DP 8 and the desire
to develop resource-based industries, a better balance needs to be
struck between the profit-making and development roles of the FDB.

2.5 Limited success has been achieved as projects financed by
the FDB are nov supervised and monitored more frequently and
assistance is provided vherever necessary by the Management
Advisory Division as well as the Agricultural and Industrial
Divisions of the FDB. 700 often, however, it is felt that
aseistance to FDB borrowers in the initial identification and
preparation of projects fall outside the primary lending activities
- of the institutions. Such assistance is lacking in any systematic
way although cooperation between tue MAF extension service and the
FDB on ad hoc basis partially coupensates for it.

2.k2 Closer cooperation between the MAF extension se. . -<e and
the FDB has proven valuable to the loan applicants. In fact, the
field extension officers work with the farmers in preparing loan
application forms, farm budgets and other relevant information
required by the FDB. The FDB officer can in turn rely on the
extension of’icers' knovledge about the farmers and their proposed

1/ Commercial loans to indigenous Fijian husinessea. The administration

of this loan scheme was unsatisfactory.
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projects to assess the merits of the loan under consideration.
Up until nov, however, mainly sugarcane growvers seem to have
benefitted most from this service. For agro-industrial projects
such cooperation is lacking since the industrial support
services of the Ministry of Commerce and Industry or the EDB do
not coordinate wvith the FDB on such matters.

2.43 Annex 2.11 shows the growth of credit to the private
sector by commercial banks and its sectoral distribution

betwveen 1977 and 1981. Three observations are pertinent.

First, the trend in credit to the private sector has largely
followed fluctuations in GDP, growing by 31 per cent in the 1979
"boom" year and slowing down to 23.1 per cent in the 1981 year of
moderate grovth. Second, in terma of sectoral distribution, the
larger share of the vholesale and retail trade (35 to 37 rer cent
in total credit) to the private sector virtually remained the
same throughout this period. Third, agriculture, forestry aund
fisheries had a much smaller share of the total, although it almost
doudbled from 6 per cent in 1978 to 10 per cent in 1981, It is
notevorthy that sugarcane growing, as in the case of lending by
the FDB, represented 66 per ceant of the total credit to the
subsector in 1980 and 67 per cent in 1981. The similaiity in the
lending behavior of commercial banks and the Fiji Development
Bank calls into question the develommental role of the latter's

institution whose risk aversion appears exceedingly high.




CHAPTER THREE

AGRICULTURAL TRADE POLICY AND EXISTING INSTITUTIORAL FRAMEWORK

3.01 FiJi has a relatively open economy wvhich relies heavily

on imports of a wide range of food, machinery, petroleum and
manufactured goods. These imports are financed mainly by exports

of sugar products and tourist receipts. Border taxes are generally
used for two purposes: to generate Govermment revenue and provide
support for or discourage selected industries and types of consumptioan.
In 1981, customs revenues amounted to 42 per cent of total direct

and indirect tax receipts. Duties are levied on both import

and export items. Quantitative restrictions are used sparingly.

Export Policy

3.02 Small export duties are applied to trade in traditional
commodities ranging from 2 per cent on sugar producid to 1 per cent
on gold. Their function is essentially one of revenue generation,
their effect is to reduce the incentive to produce theide commodities
for export. Exports of copra are prohibited in an effort to encourage
further domestic processing of this product. The impact of this
policy in the face of low international copra prices (at present
around F$120/tonne) is buffered by a domestic support price of
P$280/tonne and loans on concessionary terms to copra producers

and millers as long as the world price is below P$280/tonne. The
program is beneficial to the copra industry as intended but It

has a negative impact on other segments of the coconut industry.
First, this policy has raised the domestic price of all coconut
products by establishing a reserve price on those destined for
copra production. This in turn has imposed a regressive tax on

food for consumers. Second, the policy has disadvantaged coconut
processors vho buy fresh coconuts and use them without explicitly
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first producing graded coora. One notable case is the oroduction
of desiccated coconv“. The producers nov pay a higher vrice for
fresh coconuts (roughly equivalent to their alternative value of
F$280/tonne of copra). They must sell, however, desiccated coconut

and coconut milk at lowver world ma.ket prices.

Import Policy

3.03 Border controls on food and agricultural imports are
limited, for the most part, to customs and excise duties.
Quantitative restrictions currently apply to selected dairy
products and rice. Overall, customs and excigse duties on imports
average 12.4 per cent of the value of imports (see Table 3.1).
There is a wvide range of nominal tariff rates. Much higher
tariffs apply to selected commodities to dissuade higher import
levels and to stimulate domestic production using the infant
industry argument. Import licensing has been reduced to a considerable
extent but it still applies to some commodities for both price
monitoring and control purposes.

3.0k The wveighted average tariff rate is around 20 per cent.
This is much higher than import duties as a percentage of the value
of imports because duties not collected amounted to

approximately P$20 million in 1981. These rebates include government
imports, diplomatic goods and duty concessions to industry. In
addition to this, import prices are further raised by auotas and
licensing on a limited range of goods.

3.05% Tariffs on sgricultural and food products are quite

varisble (see Annex 3.1). They range from 5 to 10 per cent for

meat, fish, selected dairy products, fresh vegetables, wheat and

rice to 80 per cent on breakfast cereals and biscuits, Bulk

products tend to attract lowe~ tariffs than more highly processed
products. The average import duty on food is 8.7 per cent which

is lov by comparison wvith the nominal rates given in Annex 3.1.

‘"his implies that the higher nominal tariffs are effectively constraining
imperts of these items to lov levels.




Table 3.1: IMPORT DUTIES AS A PROPORTION OF TY'E
VALUE OF IMPORTS, FIJI, 1981

Section Customs duties Fiscal duties Total duties
as ¥ imports as ¥ imports as ¥ imports

Food 2.7 6.0 8.7
Beverages and tobacco 6.1 113.9 120.0
Crude materials 1.6 7.3 8.9
Mineral fuels 0.3 5.4 5.7
0ils and fats 0.2 1.4 1.6
Chemicals 2.1 5.6 7.7
Manufactured goods 2.7 9.1 11.8
Machinery 3.0 15.7 18.7
Miscellaneous manufactured 2.9 17.7 20.6
Miscellaneous transactions 2,2 3.7 5.9

Total 2.1 10.3 12,k

Source: Current Economic Statiatics, Bureau of Statistics, Suva, Fiji,
January 1982.
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3.06 The higher (20 per cent and up) tariff rates are

having a number »f effects. First, they raise the domestic price
of these items and increase the incentive to produce and process
them at home. The tariff thus acts as a major incentive to the
import substitution sector. In the case of foodstuffs, the
tariffs provide a strong incentive to the food packaging and

food prccessing industries.

3.07 The tariffs have another major effect. High tariffs
become built into the production cost structure of the industry,
thus leading to a number of inefficiencies in the industries
protected by the :ariff. Because of the increased demand for
factors of production resulting from the highly protected import
substitution industries, factor prices are bid up, especially in
the Suva-Naussori corridor where industry is concentrated.

These demand pressures in factor markets combined with urban
unionism alro increase the production costs facing potential

export-oriented industries, including agro-industries.

3.08 High tariffs tend toc reduce or nullify other incentives
designed to promote exports such as those currently being offered
through the Ecoromic Development Board (EDB). The disincentive

to export is manifested iu a number of ways. When highly protected
import substituting industries bid up raw material prices, i.e. land,
labor, etc., potential export-based iandustries find it difficult

to compete for the same factor supplies. This effect will be
compounded by the existence of fresh produce tariffs on the

same items. But even if the same product is not involved, indirect
effects can effectively stifle the incentive to process for export.
For example, the available agricultural land base in the Naussori-Suva
corridor is quite limited. The greater the demand for this land

to produce fresh products and rav materials for processing by the

import-substituting agro-industry (through tariff effects), the
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smaller the available land base for the export-oriented industries.
Second, in the presence of constraints on the suppnly of entrepreneurial
and managerial talent, this resource could be bid away from
export-oriented industries by the import-substitution sector.

Witness the proliferation of import-based fires (trading firms)

and high-cost import substitution industries in the Suva Naussori

urban corridor.

3.09 One reason given for high tariffs on selected items

in FiJi is to provide countervailing action to neutralize the
effect of Australian and Nev Zealand export subsidies. This
rationale has some validity but it is self-defeating in many
cases. When Fiji applies high rates of duty to reduce imports
of subsidized exports from another country, the action supports
the domestic industry but prevents local consumers from capturing
the benefit of the lower-priced imports, partly due to export
subsidies, If the Govermment then offers export incentives

to the same industry (or even a closely related industry) to
stimulate exports of the same or a similar class of products

(as the ones receiving import protection) the Government of

Fiji is essentially entering into competition with the Treasuries
of Australia and Nev Zealand vhich leads to a losing battle.

3.10 All South Pacific trading partners attempt to stimulate
export earnings. The more extensive the incidence of higher
export subsidies, the greater the need to raise them further

to generate a given volume of export earnings. Every country
concerned loses, but smaller, less industrialized countries

like FPiji lose relatively more in a retaliatory trade war of this
kind.
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3.11 Two options are available to Fiji. The first is to
negotiate bilateral reductions in expert subsidies. The second
is to focus export promotion efforts on those products which are

not receiving high export subsidies.

Trading Arrangements

3.12 Fi)Ji benefits from three major trading arrangements:

the South Pacific Regional Trade and Economic Cooperation Agreement
(SPARTECA) signed in 1980, the ACP-EEC Convention of lome II and
the Ceneralized System of Preferences (GSP).

3.13 A major area of uncertainty currently surrounds the
implementation of SPARTECA. Newv Zsaland and Australia are both

high cost producers of an array of manufactured goods which are

of potential interest to Fiji. In many instances, these industries
have benefitted from high levels of protection for meny years

because they contributed to strategic employment goals at home.

Fiji's relative labor costs and proximity to these high priced

markets provides an incentive for manufacturers to locate themselves in
Fiji under SPARTECA. Where Fiji exports of those products in the
future are seen to compete with Australian and New Zealand producers,

pressures will arise to restrict or modify the SPARTECA agreement.

Trade Policy Coordination between Line Ministries, Centralized
Agencies and Statutory Bodies

3.1k Prior to the creation of the EDR in 1981, the Ministry
of Commerce and Industry had jurisdiction over trade, industrial
policies and associated regulatory functions. For instance, the Ministry
of Commerce and Industry was responsible for granting all import

1/

licenses except fnr Jdairy products, rice, timber and gold ~'.

1/ The Ministry of Finance grants _aport licensing for gold,
the Ministry of Forestry for timber and the Ministry o1
Agriculture for rice, dairy, poultry products, pork, and
pork products. The function of licensing these products
is, therefore, sprzad over a number of Ministries rather
than consolidated under one roof, namely in the Ministry
of Commerce and Industry which deals with trade,.

ol .
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The Permanent Secretary of the Ministry of Commerce and Industry
used to chair the Business Industrial Development Committee (BIDC)
of officials which consisted of the Ministry of Finance, Ministry
of Agriculture and Fisheries (MAF), the Central Planning

Office (CPO) and Curtome and Excise. Besides approving private
gsector investment proposals through the BIDC, the Ministry of
Commerce and Industry used to commission ad hoc inter-ministerial
sub-committees to prepare studies on specific aspects of trade and

industrial policies for presentation and recommendation to the cabinet.

3.15 Since the creation of the EDB, the demarcation line
between the policy-making and regulatory functions of the Ministry
in the areas of trade and industry on one hand and the investment
and promotion activities of the EDB on the other have been blurred.
The EDB took over most of ‘he functions previously held by the
Ministry of Commerce and Industry along with two-thirds of the
Ministry's staff. The EDB was given a broadly-defined legal

mandate vhich included regulatory as well as policy-making functions,
e.g. initiating desirable incentive packages, granting of protection
and allocating lois within industrial estates. The latter function
is claimed by the EDB even though it is still exercised by the
Minisiry (see Chapter Eight).

3.16 The new budget process. now in its second year, offers

a potential mechanism for serious debates on trade and industrial
policy issues. Initially designed to formalize the budget preparation
process, the nev arrangement also attempts to define possible

functions of Ministries and departments and their involvement

in the policy-making process. Of relevance to the formulation

of trade and industrial policies are the Developmeni Sub-Committee (DSC)
and the Macroeconomic Sub-Committee (MSC).
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3.17 In its role as an advisory body to the Minister of
Finance and to the Budget Coordinating Committee i/ (BCC),

the MSC prepares current estimates and projections of the budget
and major macroeconomic variables. Moreover, the MSC 2/ provides
advice on other economic policies based on studies it may initiate
or on studies conducted by other bodies. It may invite additional
representatives from other ministries for consultation on
particular aspects of economic policy, although the Ministry

of Commerce and Industry has rarely beer consulted on trade and
industrial policy issues, Consequently, theru: Las been little

in the way of debates on trade policy.

3.18 The Development Sub-Committee {DSC), which is chaired
by the Permanent Secretary for Finance, and inclules all Permanent
Secretaries, in turn uses the MSC's findings, and BCC's budget
recommendations for consideration by tne Cabinet. Civen the
marginal involvement of the Ministry of Commerce and Industry

in this policy-making prozess at the MSC or the DSC levels, its
policy-making role on matters of trade and industrial policies

is limited. The long-term issues of trade and industr. -

policy appear to be left in a "nc man’'s land”.

3.19 The existing ambiguity in the definition of
responsibilities between the EDB and the Ministry of Commerce

and Industry has further undermined the latter's ability

to formulate trade and industrial policy initiatives and to monitor

the extent to which broad objectives in these areas are observed,

1/ The BCC is a committee of Senior Officials chaired by the
Permanent Secretary for Finance and includes the CPO Director
and the Secretary of the Public Servic: Commission. The CPO's
mejor function within the BCC is to ensure that budget
estimates are consistent with development priorities.

2/ The MSC is chaired by the General Manager of the CMA and

includes among its members the CPO and the Bureau of Statistics.
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i.e. the adequacy of protection, its inpact on industrial
development, etc. The new budget process theoretically provides
for the involvement of line ministries such as the Ministry

of Commerce and Industry in the policy-making process. In
practice, howvever, the greatly enhanced role of tne EDB and

the predominance of the centralized agencies (the Central
Monetsry Authority (CMA), the CPO, the Bureau of Statistics)

in these policy-making committees may have stifled initiatives
from the ministries, resulting in a lack of policy coordination.
The conflicting Jurisdicticnal cleims between the EDB and the
Ministry of Commerce sud Industry has created confusion in the
minds of potential investors as to which agengy provides certain
kinds of incentives, i.e. import licensing and the allocation cf
lots within industrial estates (see Chapter Eight).
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CHAPTFR FOUR

STRUCTURE OF INCENTIVES AND THEIR ADEQUACY

Structure of Incentives

L.01 The existing structure of major fiscal and non-fiscal
incentives is shown in Table L.1. The Economic Development

Board (EDB) administers the il.ucentives' structure and also determines
the eligibility criteria in its role as Chair of the Business
Industrial Development Committee (BIDC) in comsultation with

the Ministry of Finance. The incentives aim at channelling

domestic and foreign private investment into export-oriented
industries using local natural resources and import substitution
industries with strong forvard and backward linkages.

Other DP 8 industrial development objectives are (i} increasing

the industrial sector's contribution to economic growth and
employment creation; (ii) enhancing local equity particivation

and control in the sector; and (iii) fostering a more equitable
distribution of personal and regional incomes. A special tax
holiday to agricultural enterprises and a 100 per cent income

tax exemption for agriculturel activities emphasize the Government's

desire to develop resource-based agro-industries.

Eligibility Criteria

k.02 The broad criteria used by the EDB and other agencies
in granting incentives to potential investors reflect DP §'s
industrial development objectives. Priority "A" is given to
industries based on local primary commodities and those producing
inputs required by primary and other sectors. Priority "B" is

accorded to industries based on imported rawv materials producing

esgential item= for domestic and export markets while lowest




Fiscal incentives

Special tax holiday to
agricultural enterprises

Company tax concessions

Individual income tax

Accelerated depreciation for
new industries

Carry-forward losses

Import duty rebates

Export incentives

Tariff

Non-fiscal incentives

ndustrial estates,
commercial sites,
industrial buildings

Subsidized loans, and
grants

Ll

Y,
2/

Non-sugar agriculture.

TNCENTTVES STRUCTIRE

Assas astwsame

Income tax exemption in any five

years out of ten from commencement

of producti07 in selected agricultural f
activities 1/,

49 per cent rate for foreign firms,

37 1/2 per cent for domestic firms

and srecial rates for specified

industries, i.e. shipping.

100 per cent exemption for individual
income earne? from specific agricultural
activities 1/ and 85 per cent exemption
from other farming activities.

20 per cent of depreciable capital
expenditure on buildings, plant,
equipment during five of eight years
from date of expenditure.

Approved enterprises carry forward
losses incurred during tax concession
period of eix years afterwards 2/.

Mainly on machinery and raw materials
most frequently used.

Range from a rebate of 30 per cent
to 50 per cent of taxable export
profit depending on local value added.

In 1979, the average weighted tariff
was estimated at 13.5 per cent of total
imports. The maximm tariff rate was
targeted on the average at 25 per cent.

Availability of land for industrial
estates is a major constraint,

Provided losses do not reduce income by more than half of

wvhat it would have been otherwise.

i
|
|
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Table 4.1 contd.

Non-fiscal incentives contd.

Protection through
quotas and licensing

Restrictions on competing
local and foreign firms

Other infrastructural
investment (road, telephone,
electricity, water), ,
managerial and technical
assistance support
(industrial extension
support), financing
of pre-feasibility and
feasibility studies,
promotional information,
market research and other
information services

Selectively and sparingly used.
Direction points towards more
frequent use of tariff. '

Used to protect high priority domestic
industries during "infant" stages.

Except for infrastructural support,
remaining services are not provided
systematically.

Source: EDB Investment Guide (January 1982) and various other sources.
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priority is given to industries based on imported rav materials but
producing non-essential items. These guidelines do not constitute
quantifiable eligibility criteria for the incentives applicable

to individual investment proposals and/or groups of firms in

the same industry. ,

L.o3 Additional criteria are used as a check list to assess
the merit of the various investment proposals submitted to the
EDB. The check list includes employment creaticn, contribution
to domestic value added, local equity participation, use of
local raw materials, etc. In the mission's opinion these broad
criteria are not sufficiently refined to provide useful guidelines
for appraising individual investment projects. Consequently,
the esouplication of the criteria is unduly discretionary and
often ad hoc, resulting in a number of inconsistencies., For
example, in some industries, every firm is granted the maximum
concessions under the law without proper r1regard to the firm's
profitability, market size and plant capscity utilization.

This “ype of inefficiency is also known %o have occurred at the
industry level where the small size of domestic markets in

Fiji allows only a limited number of firms. The tea blending,
corrugated roofing and nail manufacturing indus‘ries are

such cases l/.

k.ok Without a follow-up of the firms which were granted
various incentives, the EDB has no idea nbout the numbers of
firms whose investment are in fact realized and the extent to
wvhich desired industrial objectives have been met. The incentives
structure is therefore only loosely related to the observed

behaviour of investors.

1/ See Young's UNIDO draft report on behalf of the South
Pacific Commission, September 1977. P.L. Chen-Young,
"Draft Report or. Incentives for the Industrial Development
of FiJi", SPC, November, Noumea, New Caledonia, 1977.




Uce of Incentivas and their Qudgetarv Costs
Use of Incentives
L.0S There is a lack of data on the number of firms benefitting

from the different types of fiscal incentives and on the ones
most frequently used. Incomplete data for the 1981 fourth
quarter and Young's data for 1973 indicate that imvort duty
rebates on machinery, equiovment and raw materials are the most
frequently used fiscal incentives. The reason is that these
rebates, if granted in the early years of a project, lower the
immediate c¢cnsts of financing. Besides, import duty rebates
are relatively easier to administer in terms of proper work
and manpover involved. Not only do they have an element of
certainty but they are also automatic as they become effective

vhen the imported merchandise arrives at the port of Suva.

Budgetary Costs as Foregone Revenues

L.06 Fiji's budgetary cost of the total package of fiscal
incentives was estimated at 3.2 per cent of total revenue in

1973 and then compared favorably with other countries as follows:

Table 4.2: FISCAL INCENTIVES AS A PERCENTAGE OF
TOTAL REVENUE (FOREGONE REVENUE)

Country as X2 of total revenue Year
Pijl 3.2 1973
Costa Rica 8.5 1963
Mexico 2.8 1957
Panama 9.3 1961
Philippines 3.2 1963
Morocco 1.8 1965
Korea 2.2 1964
India 3.0 1961/62

Source: G.E. lent, "Tax Incentives for Investmeant in Developing Countries”
IMF Staff Papers, July 1967.
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It recent years, the cost of fiscal incentives in Fiji as a
percentage of total revenue has more than doubled, increasing
from 3.2 per cent in 1973 to 7.6 per cent in 1980 and is
estimated to have decreased to 6.7 per cent in 1981, i.e. below
equivalent ratios for countries such as Costa Rica and Panama.
Table k.3 illustrates the steadily increasing trend for major
income tax concessions between 1975 and 1979. The total cost
of concessions for 1980 was arrived at by adding the income

tax concessions in Table k.3 (adjusted for the full year)

to the 1980 concessions on import duties estimated by

Customs and Excise. For 1981, income tax concessions were
assumed to remain at the same level as in 1980 l/. Duty
concessions on imports granted by Customs and Excise totalled
F$1L4.4 million in 1980 and F$12.3 million in 1981 g/. These
data include the import duty concessions granted to specific
industries and on particular goods, i.e. breakfast foods,
sanitary towvels and life saving appliances as well as those
granted to manufacturing as an ad hoc concession, usually at
the discretion of the Minister of Finance. The concession to
manufacturing, accounting for as much as 43 per cent of total
import duty concessions in 1980 and L0 per cent in 1981, create
uncertainty in the minds of importers and lead to the granting
of dissimilar concessions to manufacturing firms in the same
industry and therefore some inefficiency. The granting of this
important duty concession needs to be systematized and the guidelines

made less discretionary.

1/ This assumption is reasonable because of the fewer investment
proposals sutmitted to the BIDC in 1981 compared with 1980
even though concessions became more generous. In addition,
the Inland Revenue Commissioner held the same viewv in the
light of the sluggishness of private investments in the

Fiji economy.

2/ The figures are based on concessions claimed at the time
of importation and exclude refunds for goods purchased
from local stocks and refunds on duty paid on arrivals
and concessions sought later.




Table 4.3:

INCOME TAX CONCESSIONS COST TO GOVERWMFNT IN TERMS OF REVENUE LOST

(r$)
1975 1976 1977 1978 1979 1980 2/
1. Assistance to hotels
Cash subsidies paid 568,894 4,398
Special depreciation 79,450 258,373
Investment allovance 48,813 1k2,261 268,716 336,081 122,754 358,967
(Savings in tax)
2. Income tax concession for 165,122 394,518 368,364 265,817
pioneer industries 1
3. Export incentives 2,138 10,322 184,263 4,261
L4, Income tax concession 4,334 15,807 23,188 192,649 190,878 19,133
for priority industries
5. Accelerated depreciation 4231 ,448 745,869 972,072 1,020,677
on building loans BIDC
Approvals of accelerated 286,715 954,483 k55,394
depreciation for all
industries
6. Fuel economy investment
Allovance 5,472 b, 34k 25,104 25,028
Total 787,167 562,456 1,153,874 1,153,355 3,307,927 1,883,460

-

1/ Incomplete as all returns have not been received and based on the first 8 months of 1980,

2/ Repealed in 1972,but those firms which were granted this noncession continued to use it since it vas
alloved in any 5 years ocut of the first 8 years of operation.

Source: Ministry of Fiaance, Inland Revenue.
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Adequacy of Existing Incentives

k.07 It is virtually impossible to isolate the effectiveness

of each type of fiscal and non-fiscal incentive in attracting
private investment. However, one can form an opinion on how generous
the overall structure of incentives is in one economy relative

to neighboring ecoromies similar in structure, trading partners

and potential sources of foreign private investment and axternal
assistance. For Fiji, the reference countries are logically the
other Pacific Islands economies on one hand and Australia and

Kav Zealand on the other.

4,08 Skepticism about the effectiveness of incentives in
attracting foreign investment is pervasive among Govermment
officials in the Pacific Islands economies, including Fiji. This
skepticism stems from the world recession associated with a retrenchment
in private foreign investment in the area in recent years, the
inertia and/or the relative higher returns in the resident and
non-resident trading firms 1/ . The other stumbling block is the
lack of project preparation and evaluation capability in the

private aid public sectors. Thus the emphasis given by

G. Reuber and D, Lim 2/ on factors other than incentives as
determinants of investments is relevant to Piji's economy. This

by no means implies that incentives are unimportant but rather

that incentives combined with other factors, including the influence

of prevailing economic conditions, account for investment behavior.

4.09 The overall level of incentives in Fiji appears as

generous as in the neighboring Pacific Islands economies and

1/ See for example CASD's "Impact of Foreign Direct Private
Investment in the Piji Economy", Center for Applied Studies
in Development, University of the South Pacific, Suva, 1981.

2/ G. Reuber, “Private Foreign Investment in Development”,
Center for Applied Development Studies, !'SP, 1980.
D. Lim, "Texation in Policies for Industrial Progress in
Developing Countries”. '
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slightly more generous than in Australia and New Zealand, particularly

1/

the overall rate of ccmpany tax — . The mission's interviews with
local and foreign businessmen suggest that there is general consensus
on the overall adequacy of fiscal incentives offered but that
inadequacies remain in the administration of fiscal incentives ;
and in the provision of other non-fiscal incentives, i.e. the
provision of reliable electricity, water, telephone services

and local machinery repair facilities. Interviews with non-

resident firms revealed a number of similar concerns but also

some additional ones, namely wage escalation, industrial peace

and the uncertainty about entitlement to incentives. Non-resident
firms generally expressed satisfaction with the availability of
foreign exchange and the constitutionally guaranteed right to

repatriate profits and capital.

L.10 Resident and non-resident firms believe that the
establishment of industrial estates with basic infrastructure and
other services, i.e. electricity, water, etc., is a

significant incentive for industrial development. For local
businessmen, industrial estates wvere seen as a means of moving

out of the backwater of the economy into more productive activities
wvith Government backing. The scarcity of commercially available
land has caused the price for industrial land to soar especially

in the major towns with demand exceeding supply. This scarcity

is a limiting factor on the future development of industrial estates.
At present, Fi}i has nine estates which are administered by the

Ministry of Commerce and Industry and the Ministry of Lands.

1/ Dennis Rose observed that the Pacific Islands economies

imposed lower company tax rates, i.e. 20 per cent to 42 per cent
compared with 42 1/2 per cent to 45 per cent for Australia

and Nev Zealand. New Zealand does, however, offer more
generous export incentives and grants than other countries

in the area. See Rose's study "Incentives in the South Pacific
should they be Harmonized".
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Investment funds in basic infras.ructure inadegquat

&r¢ inaucy
construction standards and other design specifications for dasic
infrastructure on industrial estates may be too high for a developing

1/

country = .

Desirable Features of an Efficient Administration for the 4
Incentives Structure

.11 First, criteria for evaluating investment proposals and
the incentives to which one is entitled, need to be simplified

and conveyed more clearly than presently done to potential investors.
Where the size and complexity of the project justify it, financial
analysis and/or cost benefit analysis 2/ may be required, if not
already prepared by the firm or the individual involved.
Simplification of evaluation criteria will expedite the approval
process from the EDB to the BIDC Committee of Officials, especially

for small projects.

L.12 Second, the awarding of incentives ought to be predictable
and automatic from the point of view of the inveator oﬁce the
proposal has been approved. Experience indicates that, where
investors have to spend a great amount of time finding out about the
particular incentives for which they qualify, the effectiveness

of incentives is markedly reduced. Income tax reductions,
exemptions and tax holidays can be built into the normal filing

of annual income tax forms while concessions on import duties

are most efficiently administered at the port of entry by the
customs office. Tbz streamlining of these administrative

rrocedures requires close ccoperation between Inland Revenue

(Ministry of Finance), Customs and the EDB.

1/ In Labasa, for 1k available slots in a new industrial estate,
there were over 300 applicants. The lawv requires that all
applicants be interviewed by the Ministry of Commerce and
Industry and the Ministry of Lands.

2/ To be prepared by the proposed project evaluation unit of the
EDB as suzgested by the mission (see Chapter Eight).




4,13 Tnird, open-endeéd inc

vés voth in terms of duration
and lack of specificity may keep high-cost industries in business,
thus increasing their cost on the budget in terms of foregone
revenue. For instance, protection of "infant" industries through
import quotas or outright bans and income tax concessions have

in practice been granted on a permanent basis or routinely
extended ij. The explicit use of "sunset clauses” in income

tax laws relating to incentives is highly desirable. A review

of the profitability of the industry or the individual business

in question in light of prevailing economic conditions must be
required before renewal of incentives. The closing of such
loopholes in the incentives' policies and income tax laws would
provide the inveator with the certainty of benefitting from such
incentives in the "infancy" years. This would also establish

a specific time when the firm would lose eligibility. Aside

from saving revenue, such measures would enhance investment
planning and efficiency. It is well known that, vhere open-
ended extensions are alloved in practice, the effort and time
spent in administering such extensions are often out of proportion

to potential benefits.

b1k Fourth, the minsion learned that a number of local
businessmen, especially those recently established, see the
Investment Guide as tailored to the foreign ipvestor. The

style, the type of incentives offered and the eligibility criteria
may not be well understood by a number of local businessmen.

The missing link here is one of communication and familiarity
with a number of business accounting concepts in terms of which
incentives are expressed. Hence, the need to provide special
assistance to local businessmen, particularly to those

navly established.

1/ It is not unusual for firms to receive protection from
competing imports and virtusl monopoly in & given industry
even though their estimated production costs and final
retail sales prices are presumably lower than those of
foreign competitors.
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k.15 Fifth, the EDB is now supposed to be a "one-stop"

windov for domestic and foreign investors and the EDB Chairman

heads the BIDC Committee of Officials l/.

4.16 Under these arrangements, even after approval, delays

in obtaining work permits for expatriate personnel, export licensing

an? industrial sites may postpone the beginning of actual operation.

This lack of follow-through can be remedied by involving the relevant
line ministries and key agencies (i.e. in the BIDC Committee

of Officials) much earlier in the decision making process in

order to remove this post-approval bureaucratic red tape.

l/ Under previous arrangements the Permanent Secretary for
Commerce and Industry chaired the BIDC Committee of Officials.
Presently, the EDB is the Secretaria* of the BIDC Committee
of Officials.
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CHAPTER FIVE

MARKET DISTORTIONS, POTENTIAL INCENTIVES/DISINCENTIVES
AND COMPARATIVE ADVANTAGE IN SELECTED AGRO-INDUSTRIES

5.01 This chapter focuses on the impact of general economic
incentives and their impliaations for agro-industrial development

in Fiji. Because of data limitations and other resource constraints,
only a few existing agro-industrial activities were selected

for analysis, namely sugar (a traditional major crop), ginger

{a nev or non-traditional agro-industrial activity for domestic
consumrtion and export) and dalo (a traditional crop traded
domestically). These sctivities illustrate the consequences

of the existing incentives' policies.

5.02 Chapter Three identiiied the bias in favor of particular
types of import-substitution, food-processing industries because
of the presently high tariffs they enjoy (up tc 80 per cent in
some cases) 1y and the ensuing bias against export-oriented
agro-industries competing for the same factor resources,

i.e. managerial and entrepreneurial skills as well as agricvltural
and industrial land. This chapter attempts to quantify the
effects of existing trade policies and the economic incentives
system from three perspectives: (i) factor price and foreign
exchange market distortions; (ii) the degree of effective protection
accorded to selected existing agro-industries; and (iii) the

latter's degree of comparative advantage.

Distortions in Factor and Foreign Exchange Markets

5.03 A useful way of looking at market distortions is the
extent to which Brivate factor costs (market costs or costs

actually incurred) diverge from some estimated social factor

1/ See Chapter Three, paras. 3.05 to 3.08 and Annex 3.1.
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labor market is segmented into several submarkets, i.e., a small

costs (aiso referred Lv as shadow prices
well-organized but noncompulsory union sector in the urban areas,

a large non-unionized sector in the rural areas and a fast-
increasing non-unionized sector in the urban areas (Suva, Nadi,
Iautoka). In the unionized urban sector, wage rates for unskilled
and semi-gkilled labor ranged from F$7 to F$10 per day in 1981.

In contrast, daily wage rates in the non-unicnized rural sector
ranged from F$4 to F$6 for equivalent work. A smaller differential
exists between the unionized and non-unionized urban sectors.

These sectoral wage differentials, in the face of the estimated
13.0 per cent unemployment rate in Fiji, suggests that a wide

divergence exists between the shadow and private wage rates.

5.0b Similarly, managerial labor is not adequately rewarded
relative to rewards for equivalent work in the Suva-Naussori
corridor 2! and in view of the severe shortage of farm managers
in FijJi. Besides this labor market distortion, the inadequate
agricultural marketing network and institutional rigidities in
the land rental market further reduce the income opportunities

of farm msanagers.

5.05 On the basis of the above arguments and estimatee from
previous project evaluation itork in Fiji, the shadow wage for
hired rural vorkers and family labor is estimated to be 80 per cent

o
~

The shadowv value (price or cost) of a factor resource can
be defined as tne marginal contribution of the resource

to the real product of the economy. The degree to which the
shadov value diverges from the actual (or private or market)
value is a measure of the distorting influence of existing
economic structure, market imperfection or policy.

g/ The segmentation of labor markets undoubtedly reflects other
variables such as the extent of coverage of the Tripartite
Forum Wage Agreement, coverage under Wages Council, and degree
of border protection inherent in trade policies.
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managerial labor is assumed to be 50 per cent higher than the
actual vage (see estimates of social accounting ratios in
Table 5.0).

5.06 The shadov price of capital is assumed to be 8 per cent

in accordance with unofficial estimates in previous project evaluation
work in Fiji. Given the current cost of capital to commercial
borrowers of around 10 per cent for agricultural projects, the

social accounting ratio is 0.80. The Government's heavy investment

in a few large agro-industrial projects in recent years may have
raised the current cost of capital, in which case the accounting

ratio adopted here would be slightly biased downward. However,

in view of Fiji's relatively lower rate of interest relative

to those of its trading partners, the accounting ratio of

0.80 for the cost of capital is reasonable (see Table 5.1).

5.07 The FijJi dollar is somewhat overvalued although precise
estimates vary widely. The official Justification for this
exchange rate policy is based on the openess of the economy, its
well-known vulnerability to imported inflation through both export
and import prices, and the latter's potential ripple effects on
wvage escalation in the urban unionized sector. '"Credit-
vorthiness" concerns seem also to motivate Fiji's exchange rate
policy. At present there is no debate within the Government

on the impact of the exchange rate policy and that of existing

border taxes on the export sector.

5.08 The weighted average nominal tariff rate in Fiji is
roughly estimated to be around 20 per cent l/. By raising the
domestic price of imports, these tariffs reduce the demand for
foreign exchange and thus give rise to higher shadow price of
foreign exchange than the market rate, Moreover, since the total

tariff equivalent of import controls exceeds 20 per cent because

1/ See also para. 3.0L.
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of import quota restrictions, the premium of the shadow rate

over the market (or actual) rate would even be wider. The size
of this premium is to some extent offset by the much lower export
taxes on sugar, molasses, coconut products, gold and by the
turnover tax on hotels, assuming the latter tax is largely borne

1/ 4

by foreign visitors ~ .

Policy Implications of Market Distortions

5.09 A lover shadow price relative to the market price
indicates that the economy earns a return to that factor which

is lower than the actual amount paid to the factor inthe market
place. In the case of unionized urban labor, when a firm employs
such labor at F$10 per day, the worker obviously benefits to the
full extent of the zcctual wage paid but the economy benefits

by approximately F$8 a day. This implies that the expansion of
industries which use this factor resource intensively will be
constrained without offsetting action. This is merely a positive
statement rather than a value jJudgement of the policies which

gave rise to the lower shadow wage.

5.10 The difference between the shadow and actual market
price (as in the case of farm managerial labor) turned out to be
vositive, i.e. the shadow price exceeds the market price. This
implies that the return to the economy from additional activities
using this factor intensively is higher than the return obtained
by the private entrepreneur. The economy would benefit if the
structures or policies which cause this differential were removed
or offset. Of particular relevance here are (i) improvements in
the agricultural marketing system by the NMA (see Chapter Eight);
(ii) greater availability of land for rental with the increased
efficiency in the NLTB bureaucracy (see Chapter Eight);

{(iii) an increased supply of managerial and entrepreneurial skills
for farm management through specific inetitutional training,

i.e. at the Fiji Institute of Technology, USP Agricultural College.

1/ See para. 3.02 and Annex 3.1.
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5.11

The somewvhat overvalued FijJi dollar and the inherent

bias in trade policy (higher average weighted nomi~al tariff

than average weighted export taxes) has encouraged the establishment

of relatively high-cost import substitution industries.

of the Government's objective of diversifying exports, it is

desirable to review exchange rate policy and trade regimes.

In view

Iable 5.1: SELECTED ACCOUNTING RATIOS, 1980/81
Market Shadow Accounting

Labor value price ratio
Hired labor, rural F§5/day F$4/day 0.80
Hired labor, agro-industry F$7.44/day T$6/day 0.80
Family labor F§5/day F$4/day 0.80
Managerigl labor F$S/day F$7.50/day 1.50
Capital cost ' 102 8% 0.80
Purchased inputs

Imported (per dollar) 1 1.12 1.12

Domestic 1 1.00 1.00
Foreign exchange earnings/savings

per dollar 1 1.12 1.12

Source: See text.

Degree of Effective Protection

5-12

allocation of resources within the agricultural sector and betveen

The impact that tariff and border taxes have on the

agriculture and other sectors can be gauged from the Effective
Protection Coefficients (EPC) in Table 5.2 vhere Nominal Protection
Coefficients (NPC) are also computed.

Sugar 1/ is a major traditional

1/ Veakening in external demand for sugar accounted for the lower
1981 export and domestic prices.
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export product, dalo is a traditional staple traded domestically
and ginger in brine is a nev export product for which cost data
are available. Ginger in brine is typical of the new type of
agro-industries envisaged in the Eighth Developuent Plan.

5.13 The Effective Protection Coefficients measure the

degree to vhich import and export duties on the products tend

to move resources towvards (or away from) certain lines of economic
activity. When the EPC exceeds unity, protection measures provide
positive incentives to the production of the particular commodity
at the existing official exchange rate. When the =C is less

than unity, protection measures discriminate against the commodity
or provide a potential disincentive l/.

5.1% Ginger in brine for local use benefits from the 35 per cent
import tariff applicable to fruit processing or confectionary
industries (for local use). This protection applies only to that
portion of ginger output which is locally consumed. That portion
of the ginger manufacturing industry which produces for export
does not benefit from this tariff and its EPC should be around

1.0 as the tariff is essentially redundant.

5.15 Industries similar in cost structure to the ginger
industry for local consumption, e.g. jam and canned fruit, are
likely to have EPCs in the same order of magnitude. Howvever, those
protected by much higher import tariffs, i.e. 75 per cent and

higher for biscuits and confectionary, may have an EPC as high |
as 2.0,
5.16 Dalo receives only moderate protection with an EPC

of 1.04, almost equal to the NPC of 1.05. In other words, existing
tariffs and border taxes are almost neutral with respect to the
domestic production of staples such as dalo (see Table 5.2).

1/ The EPC includes the impact of tariff and border taxes on both
- the product and intermediate inputs used in its productianm,
vhile the NPC encompasses only the first set of tariff
and taxes.
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Tzble 5.2: NOMINAL AND EFFECTIVE PROTECTION CQOEFFICIENTS OF SELECTED

AGRICJLTURAL AND AGRO-INDUSTRIES, 1982 )
1/ 2/ Nominal Effective
Prices — Value added = protection protection
Border Domestic Border Domestic coefficient coefficient
Commodi ty (1) 2) (3) (4) (5) (6)
Sugar 403.0 395.0 304.0 286 .0 0.98 0.94
(F$/tonne)
Dalo 14.3 15.0 13.3 13.8 1.05 1.04
(F¢/kg) :
Ginger in brine 83.2 112.32 3/ 55.03 81.73 1.35 1.49
(Fe/kg)
Imported inputs 1.0 1.2 - - 1.20 -
(Fsl)
Other inputs 1.0 1.0 - - 1.00 -
(Fs$1) :

1/ Prices are taken from Tables 4.2 to 4.4, The differences between border
and domestic prices represent the export taxes or import duties given in
Annex 3.1, All prices are expressed in Fiji dollars (cents). The
exchange rate in December 1981 was F$0.88/USS.

2/ Value added per unit is computed from the data in Tebles 4.2 to 4.4 by
subtracting the cost of intermediate inputs (imported and domestic) trom
the value of the product.

3/ The 35 per cent import tariff applying to preserved ginger is currently

redundant because domestic production is largely exported in bulk at the
border price, see text,
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5.17 Three major findings can be Arawn from the above protection
analysis of selected existing activities, First, at prevailing
market exchange rates and factor prices (labor, land and canital)
tariff and border taxes discriminate against sugar production

for export. Second, the production of processed foods, i.e. ginger
in brine, for domestic consumption is excessively protected, thus
providing a major incentive to expand these activities and a
potential disincentive to the production of these products for
export. Third, existing tariff and border taxes are almost

neutral with respect to the domestic production of staples

such as dalo.

Degree of Comparative Advantage

5.18 The degree of comparative advantage in the three selected
agro-industries is measured here by two indicators: the Net
Social Benefit (NSB) and the Net Private Benefit (NPB) l/. The

NPB measures the dollar return per unit (percentage return) d=rived
by the manufacturer or primary producer of the product at prevailing
market prices. The NPB for sugar, dalo and ginger in brine are
shown in Tables 5.3 to 5.5. They show that the NPB wvas 19 per cent
for sugar, 23 per cent for dalo and 21 per cent for ginger processing.
The NSB is calculated in the same tables and measures the economic
gain to the Fiji economy derived from the production of sugar and
ginger for export and dalo for local use. When the NSB is positive,
it indicates that the country has a comparative advantage in that
product under prevailing world market conditions. The NSB

is positive for all three products for the years in which it is

calculated and shows a strong comparative advantage.

5.19 It should be noted that the NSB "™>r sugar and ginger
production for export is greater than the NPB, This reflects the

1/ For a fuller description of these concepts, see
P. Scandizzo and C. Bruce, '"Methodologies for Measuring
Agricultural Price Intervention Effects”. Staff Working
Paper No. 394, The World Bank, Washington, 1980.
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Table 5.3: NET PRIVATE AND SOCIAL BENEFITS

Sugar, 1980 (per ton)

Quantity Price Accounti Private Shadowv
ratio 1 value value
Revenue F$ F$ F$
Sugar 1 tonne 395 f.0.b. 1.12 395.00 Lku2.%0
Molasses 0.32 tonne 75 f.o.b. 1.12 2k .00 26.88
Totai revenue 419.00 469.28
Costs 2/
Farm = 8.4 tonnes
cane
Hired labor 45,50 0.8 45.50 36.40
Managerial labor 50.00 1.5 50.00 T5.00
Family labor 50.00 0.8 50.00 40.00
Other (inecl. rent) 50.00 1.0 85.00 85.00
Processing cost 3
Labor 48.00 0.8 48.00 38.40
Other imported inputs L8.00 1.12 43.00 53.76
Capital cost 3/
(processing) =~ F$132/tonne 13.20 0.8 13.20 10.56
at 10%
Total cost 339.70 339.12
Net private benefit 79.30
(19%)
Net social benefit 130.16

(28%)

1/ See text and Table 4.1.

2/ Derived from D.J. McCann, "Cassava Ethanol in FijJi", Government of
Fiji and Mobil 0il, March 1980.

3/ Derived from data in Census of Industrial Production, 1978, and adjusted
for inflation using the consumer price index.
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Table S5.L4: NET PRIVATE AND SOCIAL BENEFITS

Ginger in brine, 1982 (per kg) )
Quantity Price Accounting Private Shadow
ratio value value
------ Fé/kg -----
Revenue
Ginger 1 kg 63.2F¢/kg 1.12 83.20 93.18
f.o.b.
Revenue 83.20 93.18
Costs
Farm l/(30 wastage factor)
Hired labor 8.80 0.8 8.80 T.0L
Family labor b.31 1.5 k.31 6.47
Imported inputs 11.93 1.12 11.93 13.36
Other inputs (including rent) 8.u7 1.0 8.47 8.47
.2/
Processing —
Hired labor 12.31 0.8 12.31 9.85
Imported inputs 2.959 1.12 2.59 2.90
Overhead 5.89 1.50 5.89 8.84
Other inputs 7.62 1.0 7.62 T.62
Capital costs 3.70 0.8 3.70 2.96
Total cost 56.26 67.51
Net private benefit 17.58
(21%)
Net social benefit 25.67
(28%)

1/ Derived from the Farm Management Budget Manual, 1980, Ministry of Agriculture
ard Fisheries, FijJi.

2/ Derived from data supplied by the National Marketing Authority, Suva, Fiji,
Aoril 1932.




Table 5.5: NET PRIVATE AND SOCIAL BENEFITS

Dalo, 1980 (per kg)

Quantity Price Accounting Private Shadow
ratio value value
------ Fé/kg ----
Revenue
Dalo 1 kg 15F¢/xg 1.00 15 15
Total value 15 15
Costs 3/
Hired labor 3.67 0.8 3.67 2.94
Managerial labor 3.33 1.5 3.33 5.00
Imported inputs 1.20 1.12 1.20 1.34
Other inputs (including rent) 3.33 2.0 3.33 3.33
Total cost 11.53 12,61
Net private benefit 3.47
(23%)
Net social benefit 2.29
(16%)

1/ Derived from the Farm Management Budget Manual, 1980, Ministry of Agriculture
and Fisheries, Fiji. ¥

Note: This evaluation is based on dalo production for domestic consumption.
Commercial production would add distribution and marketing cost
together with a higher return.




- 61 ~

fact that the balance of economic policies is discriminating
sgainst export industries of both the traditional (sugar) and
non-traditional (ginger) type. The NSB for dalo is less than

the NPB reflecting its predominantly local use and the small
requirement for scarce entrepreneurial and imported inputs.
Naturally, for commodities like sugar whose price fluctuates
significantly on the world market, the NSB will fluctuate
accordingly. In some years the NSB may be negative even though

in the long run, Fiji has a comparative advantage in the product.
This commonly occurs with agricultural products given the structure

of the world market as discussed in Chapter One.

5.20 In conclusion, current trade policies in Fiji appear

to favor import substitution to a greater extent than export
promoticn. Therefore, existing non-traditional industries producing
for domestic markets y do not need the excessive 1e§e1 of protection
accorded to them under the present import substitution strategy,

i.e. fruit, biscuit and vegetable processing industries. In fact,
the constraints facing these industries are on the supply side;

technica: production difficulties and limitations in the marketing system.

5.21 Non-traditional export activities in turn appear to he
constrained by the bias in existing trade policies toward import
substitution activities. Insofar as the Govermment wishes to

promote higher rates of growth through export diversification,

a gradual approach to reducing this imbalance (by reducing protection)
is warranted, Given Fiji's relatively easy access to international
capital markets and highly elastic income tax, the import-substitution
strategy has increased unnecessarily Fiji's reliance on customs

2/

revenue in recent years — , The resulting fiscal strategy has

1/ Ginger in brine for local consumption is such an example.

2/ The share of customs revenue tax in total tax revenue has
been increasing in recent years and reached 42 per cent
in 1981. Customs revenue consists mainly of import duties.
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been sub-optimal in terms of the development of export-

oriented industries.

5.22 The current policy is no doubt contributing to national
distributional and self-sufficiency goals but at a lover level

of potential economic growth. That is to say, high import protect on
is raising incomes and profita in agro-industries like meat processing,
confectionary manufacture, biscuit manufacture, fruit and vegetable
processing and dairy products for domestic consumption. The higher
profits and inccme levels which result from production for domestic
conaumption (as & result of the LO per cent to 80 per cent import
duties, see paras. 3.0k to 3.09 and Annex 3.1) are a major
disincentive to output expansion for export because of lower

profit levels.

I
i
'
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CHAPTER SIX

NEW AGRO-INDUSTRIAL OPPORTUNITIES Y

6.01 The mission narrowed its selection of new agro-industrial
opportunities to six items after an initial consideration of
24 products as potentially viable undertakings. Reasons for

eliminating a number of products were:

(a) the agronomic and technical impossibility of growing and

processing certain crope in Fiji;

(b) the ongoing and completed studies of specific agro-
industrial opportunities in FiJi by other aid donors,

except where some questions remained unanswered; and

(¢) the lack of cost, price and trade data for specific

crops 2.4 processed products.

6.02 Annex 6.1 details the reasons for excluding certain
agro-industrial opportunities and a qualitative assessment of their

prospects. The items evaluated by the mission were:
(a) pineapples, an export item;
(b) pawpaws, an export item;
(¢) mangoes, an export item;
(d) maize, an import-substitution item;
(e) onions, an import-substitution item; and

(f) gmarlic, an import-substitution item.

1/ The farm production cost data presented in the following
chapter vere provided by John Dass, Senior Agricultural
Officer, South West, Sigatoka, and Mohammed Igbal, Senior
Research Officer/Horticulture, Sigatoka Research Station.
Hovever, land rents were added to the costs and some data
were updated. Updating of other information and data plus
valuable suggestions vere provided by Richard Viner, Principal
Agricultural Officer, Western and Lautoka Provincea.

i
|
i
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Pineapples

Reasons for Choice

6.03 Pineapple production for processing was chosen as an

important agro-industrial opportunity. The reasons were:

(a) climatic and 30il conditions are favorable for pineapple

production;

(b) in 1978/79, Fiji imported from Australia LkL,000 kilos
of canned pineapple and 151,285 liters of pineapple
juice. Comparable data are not availzble for other
potential suppliers or for more recent years, but
canned pineapple from the United States is being sold in

Suva;

(c) pineapple products lhave relatively high income elasticity
coefficients. This is a favorable factor for pineapple

sales in high-income countries;
(d) wvirtually the entire fruit may be used:

(i) the best fruits may be canned as slices, in

syrup or natural juice;

(ii) other fruits may be canned as pineapple chunks,
1idbits or crushed pineapple, in syrup or natural

Juice, or made into preserves;

(iii) pineapple chunks may be added to other fruits as
fruit salad or cocktail;

(iv) chunks (or slices) may be syrupped or crystallized;

(v) juice from the cutting operations or other fruit

may be canned as pineapple Juice;

vi) the leafy tops may be used as planting materials;
( fy tops may planting ;




N
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(vii) New Zealand imports a substantial quantity of
canned pineapple and pineapple juice, especially
the former, and represents a logical export

market (see Chapter Seven).

Current Situation

6.0k Processing of pineapples has been an "on and of. " proposition
in Fiji. Processing was undertaker several years ago but then stopped.
Prccessing activities have been constrained by the inefficient
production of fresh pineapple because of the poor quality of the
variety grown, the poor quality of the marketed product and the

lack of efficient agricultural services.

6.05 Pineapples are produced in small quantities and by

many scattered farms. The 1978 Census of Agriculture reports

that 2,396 farms grev a total of 27Tk ha of pineapples - an average
of about 0.1 ha per farm. Thus, in view of the absence of scale
economies, poor agricultural practices and low-yielding varieties
grown are likely to result in higher production costs anc Cherefore
a relatively lees price-competitive marketed product. Moreover,
achieving & uniform cuality product at par with world mar‘et

standards is difficult because of varying agricultural practices.

6.06 Although the bulk of production is for local consumption,
some fresh pineapples have been exported, largely to New Zealand

(in 1980 tl.e volume amounted to 25,910 kilos at an average f.o.b.
price of F$0.57 per kilz; in 1931 the volume amounted to 37,231 kilos
at an average f.o.b. price of F$0.94 per kilo). However, the
potential for fresh pinespple erports to New Zealand, given the
proper product, is substantial, In 1978-80 New Zealand imported
approximately four times the Fijian volume froa the Philippines.
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6.07 There is a growing interest in pineapple

production and many farmers are even using fruiting hormones

to obtain more even production throughout the year (to avoid
gluts). Large-scale production also appears to be underway as

one farm in the Ba area has about 35 ha of pineapples and 85

farms in the North/West District reportedly have a total of about
143 ha. At least three farms have expressed interest in processing

possibilities.

Production Needs

6.08 In general terms, production needs fall into two categorieas:
the needs for the production of fresh pineapple without processing

and the needs of pineapple production with processing.

6.99 First, judging by the current status of the industry, and
the work programs and research reports of the MAF, pineapple
production deserves greater attention by research and extension

workers. There is an urgent need to:

{a} through varietal testing, select a variety that is
appropriate for processing and that combines high yields
and high quality, with the latter being at least equal
to that of other major exporters;

(v) develop a "package" of technological practices suitable
to Pijian conditions for use in the production and

processing of pineapples; and

(¢) deliver the "package" of production technology to
pineapple producers, get them to adopt the technoliogy

and supervise their production operations.

6.10 Second, the production of pineapples for procesasing
requires & high level of management input - it is not weil suited for

extensive production by small grovers. Plantatior production
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must provide all or nearly all of the pineapples for processing.
Therefore, if a rineapple processing project is undertaken, it
would be prudent to join forces with an existing major producer
or obtain the services of a pineapple production specialist, and
a pineapple processing specialist, each on a consulting basis,

to plan and develop the production and processing program.
Pineapple firms from which such assistance might be obtained
include Golden Circle (Australia), Dole (Philippines), and

Del Monte (Philippines). Since the operation should likely
produce all the pineapples needed on its own plantation at first,
land requirements should be specified and steps taken to locate
suitable hectarage near a major port. The processing facility
should be in the port area; if not, it should be near the production

area vith a warehouse in the port area.

Cost/Price Projections

6.11 The costs of establishing and then maintaining/operating
a pineapple-production project, on a per hectare basis, for five
years are presented in Table 6.1. Establishment -osts totalled
F$2,648 per ha; annual meintenance/operating costs ranged

from F$1,015 to F$1,050 per year. For the five-year period,

all costs totalled F$7,853 per ha. With a production estimate

of 32 to 39 tonnes per year (from nearly 36,000 plents), the average
cost of production amounted to about F$0.04 per kilo. Even if
maintenance/operating costs were doubled, the per kilo cost

would only amount to F$0.07 per kilo; if all costs were doubled

or ylelds cut in half, the average would be about F$0.08 per kilo.
In either case, the projected costs are such that the pineapples
sh>uld be deliverable to a nearby processing plant at F$0.10

per kilo or less l/. This would be equal to that of Malaysia

and Thai plants.

;/ The reported differences between farmgate (picked-up) prices
and delivered-to-proceasing plant prices for fruits range
from F$0.02 to F$0.05 per kilo, largely depending upon
the distances involved and company policy to iasure delivery.
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Table 6.1: PRODUCTION COSTS FOR PINEAPPLES, PER HECTARE

Year
1/
tem 1= 2 3 L 5
§) J
Estallishment
Land preparation
Tractor ploughing, 3 times 119
Tractor harrowing, 3 times Tl
Planting material, 35,864
pieces at F$0.0L each 1,435
Transportation Lok
Superphosphate, 625 kg at F$5.65/50 kg 121
Herbicide 2
Subtotal 2,268
Labor at F$5 per day:
Furrowing, 10 days 50
Obtaining planting materials, S days 25
Prepare planting materials, 20 days 100
Planting, fertilizing, 4O days 200
Applying herbicide, 1 day 5
Subtotal, 76 days 380
Total, establishment 2,648
Maintenance
land rent 90 g0 90 90 90
Fertilizer, 13-13-21, 1,850 kg
at F$1k.53/50 kg 538 538 538 538 538
Krovar, 5.5 kgfha, 2 applications 130 130 130 130 130
Hormone 17 17 17 17 1
Subtotal 115 175 775 7115 775
Labor at F$5 per day
Fertilizer applic., 3 times, 15 days 75 75 75 75 75
Herbicide applic., 2 times, 3 days 15 15 15 15 15
Yormone applic., 5 days for 2 years
7 days for 3 years 25 25 35 35 35
Yarvesting, thinning suckers, 25 days,
1 year, 30 days, b years 125 150 150 150 159
Subtotal 240 265 275 275 275
Total, maintenance 1,015 1,0b0 1,050 1,050 1,259
Yield per hectare, tonnes 32 39 39 39 29
Summary: Total cost for 5 years per hectare F$7,853
Total production: 188 tonnes
Cost per kilo: F$0.ck2

;/ Year 1 for estavliztient .2 no* .ae same as Year 1 for maintenance.




—

- 69 -

6.12 Projected pineapple-processing costs, based on plantation
production of a large variety appropriate for processing and a
plant-door price of F$0.10 per kilo, are presented in Table 6.2.
These costs are compared with current costs l-/using smallholder
production of a small variety at a plant-door price of F$0.25 per
kilo.

6.13 The projected total processing cost amounted to F$0.45

per can of 450 g or 20 per cent less per can than under current
costs (see Table 6.2). The ex-factory price of F$0.50 per can

and the delivery cost to an export port (Suva) result in a »rojected
lanced price of F$0.60 per can, assuming the indicated shipping

cost and a 10 per cent duty. This projected landed price is

nearly 17 per cent lower than under current costs and is very
competitive relative to the major exporters of pineapple

in the area E/. Moreover, such a cost structure should facilitsate

an astute marketing program,

Fresh Pawpaws

Reasons for Choice

6.14 Pavpaws, an export item, were chosen as a ruentially

viable agro-industrial crop. The major reasons for the choice vere:

(a) pawvpaws are well adapted to Fiji's climatic and soil

conditions;

(p) the fruit and its products have relatively high income
elasticity coefficients, thus favoring rales in high-

income areas and during periods of rising incomes;

1/ Under present conditioms.
2/ These include Malaysia, Thailand, the Philippines and Australia.

-t
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Table 6.2: PINEAPPLE PROCESSING COSY.

Item Small variety Iarge variety
yield 55-60% yield 65-75%

smallholider plantation

production production

—(P$ per can of 450 grams)--

Cost of pineapple at factory:

at P$0.25 per kilo v/ 0.18 -
et P$0.10 per kilo - 0.07
Labdor 0.11 0.11
Cartons, containers 0.11 0.11
Capital 0.05% 0.05
Other c.11 0.11
Total cost 0.56 0.h5
Ex-factory price 0.61 0.50
Delivery %o ship 0.02 0.02
f.e.b, price (c.d.v.) 0.63 0.52
Delivery to Nev Zealand 0.03 0.03
c.i.f. Nev Zealand price 0.66 0.55
Duty at 10% ¢.d.v. 0.06 0.05
landed price 0.72 0.60

1/ Includes cost of about F$0.02 per kilo for tramsfer to
factory.
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pavpavs are not seasonal (as most other fruits), thus

year-around operations are possible;

the gestation period of pawpavs is short as harvesting
of the fruits may start within a year of planting and
the recovery from damaging winds may be relatively
quick, with or without replacing;

yields may be substantial, given the proper variety and

use of recommended production technology;
the fruit is quite versatile:

(i) firm-ripe fruit may be exported, sold to the local
tourist trade market, or sold in local supermarkets/public

markets;

(ii) firm-ripe fruit may be processed into small chunka,
added to other fruits and sold as fruit salad

or cocktail;
(iii) ripe fruit may be processed as a pickled item;
(iv) gre=en fruit may be processed as a pickled item;

(v) papain (an enzyme from unripe pawvpaws used to
tenderize meat) may be extracted for export or
local sale; and

a sizeable export market exists for pawpaws and the
products thereof.

Current Situation

6.15

The pawpaw industry is still in its infancy stage.

Although grown throughout much of the ccuatry, most 5f the
fruit comes from acattered individual plots. The 1978 Census
of Agriculture reported that 225 farms had a total of L8 ha
of pavpavs for an average of 0.2 ha per farm. Moz. of the

hectarage (75 per cent) was in the Nadroga/F.vosa area.




6.16 The MAF "Work Program 1981" mentioned that new imported
varieties of pavpaws would be assessed at the Sigatoka Research
Station and that papain production would be investigated in
conjunction with the Chemistry Seciion of the research

station.

6.17 Further, the MAF "Work Program 1982" contained more

information and stated that:
(a) pawpaws had received some research attention in the past;
(b) production until 1981 was for local consumption cnly;

(c) South Pacific Foods had requested a hectare of pawpaws

for processing use;

{d) inquiries regarding pavpaws had been received from other

fruit processors; and

(e) the export market for processed pawpavs appeared
to bte strong.

The major objectives of MAF were to expand planting of pawpaws
to approximately 12 ha and to identify high-yielding pawvaw
varieties for fresh market and for processing by comparing
introduced varieties with recommended ones and evaluating these
varieties for papain production. Although good varieties

are available and being planted or grown on a few selected farms,
the development of an important agro-industrial industry based
on pavpavs will be gradual since Fiji lacks prior agronomic

research and extension work with this crop.

Production Needs

6.18 Pawpaws, even the firm-ripe ones, are quite perishable.
Thus they need to be produced near a processing plant or a
packaging facility (for fresh-market fruit). The latter, in
turn, should be relatively near an internatiomal airport to
facilitate and expedite exports. Especially for the production




of fresh-market fruit, local or export, a plantation-type
operation would be desirable at first ito ensure a good quality
product. Later, with production experience, smallholders may

be involved, especially in the production of pawpaws for processing.

6.19 Increased research efforts are needed to identify the

best variety or varieties for:
(a) sale in the local and export markets as fresh fruit, and
(v) the processing to produce puree and juice.

6.20 Further, increascd research and extension efforts are
needed in the development or refining of a "package" of technology
for use with the varieties selected for the cormercial production
of pawpaws. Special attention needs to be given to the minor-
element requirements (boron) of pawpaws to assure production of
uniformly smooth fruit. It is possible that fumigation will

be required for the export shipment of pawraws to certain markets.
Therefore, it would be appropriate to develop (and have ready

for use) plans for a fumigation facility, if and when it is
required. It seems that favorable rates for air shipments to

Nev Zealand and Australia are available, Efforts should be made

to negotiate favorable rates for air shipments to Japan.

Cost/Price Projections

6.21 The projected costs of pawpaw production are presented

in Table 6.3. Costs, other than labor, amounted to F$81L per ha,
the value of labor amounted to F$1,434 per ha. Assuming an average
yield of 36 tonnes per ha, after harvesting begins (reports indicate
yields could be as high as 50 tonnes per ha), the cost per kilo
amounted to F$0.0k. Even doubling the costs or halving

the yieid would result in a cost of only F$0.08 per kilo.




- T4 -

Table 6.3: PRODUCTION COSTS FOR PAWPAWS, PER HECTARE

Itenm Fij)i Dollars
Land rent, 12 months 90
Seedlings, 1,360 at F$0.15 each 204
Fertilizer, 13-13-21, 800 kgs at F$1Lk.53/50 kg 232
Paraquat, 28 liters at F$6/liter 168
Land vreparation: Tractor vloughing, 1 time Lo
Tractor harrowing, 2 times ko
Ridging, 1 time Lo
Sub‘otal 81k
Labor at F$5 per day:
Ridging and digging holes, 3 days 15
Transplanting, 2 days 10
Watering, 1 day 5
Weeding, ring weeding and spraying, 30 days 150
Inter-row cultivation, 13 days 65
Fertilizer application, 4 times, 20 days 100
Harvesting, 55 days 275
Subtotal, 124 days 620
Total 1,43k
Summary: Total cost per hectare: 1,k34
Total production: 36 tonnes
Cost per kg 0.0k
Value of crop at F$0.10 per kg 3,600
Return per day of all labor: 22.47
6.22 A farmgate price of F$0.10 per kilo appears reasonable

and a delivered price of F$0.12 per kilo to the processing or
packing plant door also appears to be reasonable. The latter
is the same as that which exists in the Sigatoka area now.
With a farmgate price of F$0.10 per kilo, the return for all
labor would amount to F$22.47 per day, more than four times
the F35 per day actually paid. This is an indication that

pawpav production is profitatle.
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6.23 For export of fresh pawpaws, special packaging would
be desirable, even necessary. Assuming a packaging cost of
F$0.20 per kilc, a deliver-to-airport cost of F$0.02 per kilo
and a F$0.50 air freight charge, the c.i.f. price in New Zealand

should be approximately F$0.84 per kilo.

Fresh Mangoes

Reasons for Choice

6.2 Mangoes were considered to be an appropriate export
item for development as an agro-industrial activity. The reasons

were:

(a) Fijian climatic and soil conditions are favorable for

mango trees which grow vigorously and produce well;

(b) mangoes are generally considered to be one of the world's

most luscious tropical fruits;

(¢) it is likely that mangoes and the products thereof
have relatively high income elasticity coefficients
which would favor sales in high-income areas and during

periods of riaing incomes;

(d) several good-quality varieties (Haden, Guaveia, White Pirie,
Momi K, Mapulehu) have been selected/identified for
commercial production in Fiji and commercial hectarages

are now being developed;
(e) commercial production of quality fruits should permit:

(i) exports or increased exports to Japan, Australia

and New Zealand;

(ii) processing of mango puree;
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(iii) processing of mango nectar, and

(iv) processing c¢f mango preserves, pickles and

chutneys.

(£) air shipments of mangoes have been made to New Zealand
and Australia in previous years, and, with increased
production of quality fruit, export sales should increase
substantially.

Current Situation

6.25 The mango may best be described as a "marginal" tree -
growing alongside the roads, streams, and field boundaries, and
around homes. It has been estimated that there are more than
10,000 trees in the relatively dry northwest coastal sugarcane
area extending from Momi to Rakiraki but, until recently, there

has been no commercial planting of significance.

6.26 Many of the varieties grown are known to be very fibrous
while some others have a distinct turpentine or kerosene flavor.
These characteristics make mangoes undesirable for the export
trade and processing. Heavy rainfall during the flowering period
results in a poor fruit set and therefore production is mainly
concentrated in the drier areas. Anthracnose is a serious
disease; it reduces the fruit set, lowers jquality, and adversely
affects the appearance of the fruit. Several pests exist and

the mango stone weevil has been reported in one area. The

latter could be a serious hinderance to exports.

6.27 All the above situations and restraints call for
increased research to develop or select high-quality varieties
for use and to develop a ''package" of production technology

to overcome or minimize all the production problems that exist.
Further, apparently little research has been done regarding
fertilization requirements of mango trees; the same is true

for research tc induce off-season flovering and annval flowering.
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6.28 The MAF "Work Program 1981" indicated that activities
would include establishment of mango orchards of selected varieties
suitable for export and processing, and rehabilitation of existing
trees that produce fruit of exportable or processing quality

via pruning and fertilization. The former activity required

the raising of seedling rootstocks and grafting thereon selected
varieties, For 1982, the "Work Program" for extension mentioned
further establishment of mango orchards, insuring that

recommended practices are followed and supplying good-quality
pianting material. For research, the stated objectives were

to identify all existing varieties of mangoes, and screen existing
and introduced varieties to identify the good-quality high-
yielding ones for fresh market and processing use. The
development of mango orchards is underway and one farm in the
Yagara Valley is reported to have 8 ha of new plants consisting

of several good varieties of mangoes.

Production Needs

6.29 There is little in the area of production needs that
cannot be solved or handled with time and money. But therein

lies the problem -~ time is important because mango research,
unlike that for short-season crops, demands considerable lead
time, in fact years, and this requires money. As a result,
relatively little research has been undertaken and this is perhaps
understandable. Research workers seeking advancement want to
accomplish something promptly, rather than wait for years before
being able to report research results. This often limits research
efforts with fruit like mangoes, and research funds appear to be

the first to suffer in tight budgetary situations.

6.30 It is clear that research efforts with mangoes should

be substantially increased in order to:

(a) hasten the identification/selection of varieties that
have outstanding quality and are suitable for both

the export market and processing use;

-l .
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(b) develop a "package" of production te~hnology that should
be continuously refined (by further research) for use
by those engaging in commercial mango production.

It should cover &ll aspects of production with special
attention being given to fertilization, control of

arthracnose, and pest control; and

(c) determine effective ways of inducing off-season flowering
(to obtair longer harvest periods) and of obtaining
annual flowvering. These procedures should even out

fluctuations in output levels from year to year.

Cost/Price Projections

6.32 Mango production i: a long-term enterprise with the
initial significant harvest coming in the fifth year after establishment
of an orchard. The harvest reaches sizeable proportions in the
seventh year and continues to increase in the following years

28 the trees become larger. Rather than giving cost information
for each of several years, only data for three years will be given
to simplify the presentetion and yet focus on the salient points.
The years selected vere the seventh (about a break-even year),
tenth and fifteenth, and 1982 prices were used. The establishment
costs plus the maintenance coste for the first fow:' years vere
prorated equully over the following 20-year period.

6.32 Costs in year 7 totalled F$1,LkL per ha (Table 6.4).
With an assumed yield of 16 tornnes, the cost amounted to F$0.0¢
per kilo. For years 10 and 15, costs totalled F$2,293 and F4%3,11L
per ha, respectively. With respective yields of 37 and 53 tonnes
the costs averaged F$0.06 per kilo in emch of the two years.

An sssumed farmgate price of F$0.10 per kilo was used. Thus,
income less costs amounted to only F$156 in year 7 but increased
to F$1,40T in year 10 and to F$2,186 in year 15. The returns

per man-day of labor amcunted to F$5.92 in year T, ¥$9.29 in year
10, ané P$9.61 in year 15.
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Table 6.L: PRODUCTION COSTS FOR MANGOES, PER HECTARE, 3 TIME PERIODS

Year
Item T 10 15
(F$)
First U years' costs prorated over 20 years 110 110 110
Land rent 90 90 a0
Fertilizer, NPK and sulphate of ammonia, 2 aprlications 199 220 258
Pest and disease control material, % applications 76 109 162
Fuel and repairs 124 12 12%
Subtotal 59 653 IM
Labor at F$5 per day:
Fertilizer application, 22, 25, 30 days 116 125 150
Spraying, 4, 5, € deys 20 25 30
Weed control, 6 days 30 30 30
Maintenance of irrigation, 12 4days 60 60 60
Pruning, 12, 16, 20 days 60 80 100
Harvesting, 71, 166, 266 days 355 830 1,320
Cartage, 6, 15, 21 days 30 75 105
Grading, packing, 36, 83, 113 days 180 41s 565
Subtotal, 169, 328, 47k days 8k5 1,640 2,370
Total ' 1,hb4 2,293 3,11k
Summary: Total costs (F$): 1,kkk 2,293 3,11k
Total production, tonnes: 16 37 53
Cost per kg (F$): 0.09 0.06 0.06
Value of production at F$0.10 per kg (F$): i, 600 3,700 5,300
Return per man-day of lsbor (F$): 5.92 9.29 9.61
6.33 For export sales, special packaging in smell units

(as 6 to 10 kilos) would be necessary. It has been assumed that

a favorable rate of F$0.50 or less per kilo may be obtained for

air shipments to Australia and New Zaaland. (Fresh vegetables

are imported by air from Australia and Nev Zealani at rates equivalait
to approximately P$0.AS per kilo. Thus, a F$0.50 per kilo rate
appears logical.) The costs for exports by air to Australia

and Nev Zealand stould be approximately as follows:




Ttem r3$/kg
Farmgate price 0.10
Package, conteiner 0.20
Delivery to airport 0.02
Total, c.d.v. 0.32

Air freight 0.50
Total, c.i.f. 0.82

The c.i.f. price should be approximately F$0.82 per kilo.

Maige

Reasons for Choice

6.3k Maize represents an import-substitution item. No

nev agro-industrial processing facilities are needed as a feed
nilling industry already exists. The rapid growth of the poultry
and livestock industries, to near self-sufficiency levels, gave
rise to a sharp increase in the importation of maize, primarily
for animal feeds, as shown below for the 1976-81 period.
Preliminary indications are that maize imperts in 1982 will
exceed 10 million kilos.

Value Price per unit
Your Qusatity (kg) c.i.r. (F$) c.i.f. (P$)
1976 1,565,208 307,326 0.20
1977 2,349,452 533,973 0.23
1978 5,106,789 801,907 0.16
1979 6,719,518 1,113,753 0.17
1980 8,113,133 1,289,322 0.16
1681 9,067,500 1,810,133 0.20
6.35 During the past six years, c.i.f. prices have ranged

from P$0.16 to r$0.23 per kilo. PFor 1981, it was F$0.20 per kilo.
Indications are that 1982 prices will average close to F$0.21
per kilo.
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6.36 Based upon 1981 data, the replacement of all imports

should result in a foreign-exchange saving of about

F$1.8 million. Thus, it should be clearly evidant that the production
of maize as an import substitute represents an agricultural
opportunity of cousiderable merit.

6.37 The MAF "Work Program 1982" rerorted that 280 ha of
maize were grown in the Sigatoka Valley with a yield of two tonnes
per ha. This yield is relatively low. However, local varieties
vere used even though field trials show that introduced hybrids
have much higher yield potentials, and downy mildew and rust
resistant varieties are available. However, considerable more
research work needs to be done regarding maize production.

In the past, maize production wvas recommended for the intermediate
and dry zones during the wet season and for the wet zone during
the dry season. This undoubtedly contributed to a one-crop-
per-year situation. But, using proper management practices, maize
can nov be growvn almost all year round.

Current Situation

6.38 Based upon census data, the area devoted to maize declined
sharply from 1,513 hectarages in 1968 to 633 ha in 1978.

This resulted from ¢ shift to sugarcane (from maize) and the fact
that maize was affected by downy mildew, a fungus disease harmful
to sugarcane (thus, the Colonia: Sugar Refinery (CSR), later the
Fiji Sugar Corporation (PSC), advised cane farmers not to grow
maize). ’

6.39 Of the 1978 hecterage, 80 per cent wvas in the Western
Division. Por the country as a whole, 3,518 farms grew maize
with an average of sbout 0.2 ha per farm. (In tne major area
of Nadroge/Navosa, 1,312 farms had 36k ha.)
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6.40 The MAF has an on-going project designed to identify
varieties suitable for local conditions. At present, farmers

are groving local selections but some promising hybrids include
QX694 , QK217 and QKk8T. At the Sigatoka Research Station (SRS),
these varietiea gave yields of 6.1 to 7.4 tonnes per ha

in 1980, The area that has been most recommended for maize
production is the upper and middle Sigatoka Valley area. Other
areas that have been suggested, pending research and other experience,
include the Nadrau Plateau (a relatively high altitude area) and
tvo areas along northwest Natewa Bay. For the latter two areas,
no leasing problems should be auticipated, since they are not
"inuigenous land” reserves and are suited to mechanized operations.
However, shipping to Suva may represent a problem.

Production Heeds

6.4 There are at least five important production neads.

Thay are:

(a) Increased research effort is needed to continue developing
or selecting high-yielding disease-resistant lines for
commercial maize production. To expedite this work,
increased effort should be made to obtain appropriate
germ plasm from countries other than those previously
used, as the Philippines and Kenya, and thus take further
advantage of the breeding/selecting work that has already
bean done. In this regard, quarsntine regulations should
be relaxed in an effort to promote research on maize.

(v) A "package" of production technology needs to be developed
or refined, through research, for adoption by farmers
vho wish to produce maize on a commcrcial basis or in

nev production areas.
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(e) Appropriate harvestiag amd drying procedures need to be
developed and wsed by farmers. This may involve mechanical
harvesting of maise in concemtrated areas of prodwction
end/or ferms with large areas devoted to maise.

(@) Production timetables should be developed for selec ed
areas to encoursge farmers to produce twoc, if not three,
crops per year. This should be possible with approvriate
aanagement practices and varietiec.

(e) To facilitate the essemdly/delivery phase of marketing,
efforts should be exteaded to get increased productioa
ia comcentrated accessible areas.

Cost/Price Projections

6.42 Projected proéwetion costs for maize, om a one-crop-per-rear
basis, are presented in Table $.5. Twe different sets of land
rents and vage rates were used to reflect costs in two of the

areas recommended for maize prodrction. The first reflects
Sigatoka conditioms and is called area A; the other reflects
Forthern Division conditions c»d is termed area B. The assumed
yield was & tonnes per ha, givea use of proper production technology
and varieties. (Reportedly, farmers mow obdtaim yields of 2.5

to 3 tounes per ha and even higher yields have deen indicated.)
Production costs averaged F$0.10 per kilo in area A and F30.08

per kilo in ares B.

6.k3 The sosumed farmgate price of F$0.1h per kilo in A was
somevhst bdelow that prewvailing in the Sigatoka urea; the asswmed
farmgate price is B of F$0.11 per kilo represests the ares A
price less the shipping cost from “ae Northera Division to Suva.
The farngate price for A and the ¢.!.f. SBuva price foxr 3 (both
to 780.14) plus delivery cost to the feed mills (estimated

at less than F0.0l per kilo om 2 dackhaul dasis from Sigatoka)
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Tatle 6.5: PRODUCTION COSTS FOR MAIZE. ONE CRNP PER YPAR A DPFR HECPARE

Area A Area B
Labor at F$5 Labor at F$3
per day, per dey,
Item land rent F$90 land rent ¥$30
per year per year
Land rent for 5 morths 37.50 12.50
Seed, 22.k kg L,o4 4.9y
Superphosphate, 250 kg at F$9.65/50 kg 48.25 55.75
Urea, 250 kg at F$13.00/50 kg 65.00 72.50
Land preparation, tractor ploughing, 1 time bk 46 4L .46
Bags, ko at F$0.30 12.00 12.00
Tractor hire for thresaing 10.00 10.00
Subtotal £22.15 212.15
Labor
Bullock ploughing, 2 times, 4 days 20.00 12.00
Harrowing 10.00 6.00
Planting, 5 days 25.0C 15.00
Cultivation, 3 days 15.00 9.00
Fertilizer application, 3 days 15.00 9.00
Harvesting, 6 days 30.00 18.00
Shelling, tractor and hand, 6 days 30.00 18.00
Drying, cleaning, bagging, 6 days 30.00 18.00
Sybtotal for 35 days 17%.00 105.C0
Total 32!.12 317.15
Sumary: Total cost per hectare: P$397.15 F$317.15
Total production I tonnes 4 tonnes
Cost per kg F$0.10 F$0.08
Value of production:
At F$0.1k/xg Y F$560.00 -
At F$0.i1/kg 2/ . F$440.00
Return per man-day of labor: F$9.65 F$6.51

1/ Current guaranteed minimm farmgate price in Sigatoka is reported to
be F$0.15kk per kg.

2/ Area A price is reduced by F$0.03 to cover shipping costs from Ncrthern
Division to Suva, the final port of export.
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should result in a cost at the feed mills of PF$0.15 per kilo or
less. This would compere very favorably with the 1981 c.i.f.
price of F$0.20 per kilo for imported corn.

6.1 Furthermore, the yield, costs and prices used should
provide a return for all labor of F$9.65 per day in area A and
F$6.51 per day in aree B. In both cases, the return for labor
was about Jdouble the daily wage rates actually paid.

Onions and Garlic

Reasons for Choice

6.45 Onions and garlic, both import-substitution items,

4 vere chosen as appropriate items for develompment and are treated
together decause the general production practices and requirements
are relatively comparable. Reasons for the choices were:

(a) Fiji depends entirely, or nearly so, upon imports for
its supplies of onions ard garlic;

(b) the demand for the.e products is relatively inelastic.
Thus, witk higher prices, purchases decline by a
proportionacely smaller percentage than the percentage
changr in prices so that the total values of imports
increase. NK>»20ver, onions and garlic are essential
ingredients in the diet of Fijians of Indian descent;

(¢) earlier production experiences were unsatisfactory because
of the use of inappropriate varieties. This problem
has nov been solved with the identification of varieties
vhich are suitable to Fijian conditions;

(d) & "packsge" of technology, including a timetable of
operations, is being developed at the Sigatoka
Research Station;
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(e) most of the onion and garlic requiremenys of the country
can be prr7ided domestically given the research and
extension support that should exist; and

(f) a modest agro-industrial phase would be involved as
facilities would be needed to store the products
during the harvest period for use during the rest of the
year, and to perform consumer, retail and vholesale
packaging services.

Cuwrent Situation

6.46 In esrlier years, relatively little attention was given
to onions and garlic as census data for 1978 show that only 0.5 ha
wvas devoted to onion production in the entire country; no hectarage
was reported for grrlic. This reflected the absence of varieties
suiteble to Fijian conditions and perhaps the lack of an appropriate
production technology as widespread probiems with rotting had
occurred. However, it now appears that these two crops are being
given loag-deserved attention. The MAF "Work Program 1982" listed
as research objectives:

(2) The identification of high-yielding, good-quality,
pest- and disease-resistant onion and garlic varieties
for commercial production.

(b) The determination of suitable or optimum production
practices for these two crops.

Once these objectives have been largely accomplished, onions and.
gariic vill become crops that fit into the extension's objective
"to increase areas under vegetables to counteract imports”.

“he latter is apparently happening as the vegetable coordinator
for the Central Division has established a target of 8.5 ha

of onions and the coordinator for the North/West District has




established a target of & ha of onions for this year's

main vegetable season. Research wvorkers report that they now have
onion and garlic varieties that perform satisfactorily under

FijJian conditious. They are Texas Early Grano (not storable)

and Tropical-Red (a storable variety) for onions and Feng Shun
Selection and Rciriquez for garlic. Thus, the stage is set, given
continued research support and a concerted extension effort, for
onion and garlic production programs by smallholders. An efficient
distribution system is nov in operation for imported onions and garlic.
Marketing of the cutput from a major expansion of domestic productic~
would be greatly facilitated by using this system with its storage
rfacilities.

Production Needs

6.47 For commercial production of oninns and garlic, the
major needs appear to de:

(a) continued efforts to select or obtuin high-yielding,
storable, good-quality disease- and pest-resistant
varieties adapted to Fijian conditions;

(b) for each crop, continued development and refinement
of the essential "package" of production technology for
farmers to adopt;

(¢) due to climatic conditions (especially rainfall) and
day length, identification of appropriate production
areas, development of production timetables becsuse
onions are photosensitive, and devising cropping
sequences that most favor onion and garlie productior;

(d) since there is no marketing system for domestic onion
and garlic production, an assembly-phase of marketing
program should be developed, in adivance of any major
production effort;
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(e) optimm farm or production-area handling and storage
conditions should be determined for onions and garlic;
plans should be made to have appropriate farm or production-
area facilities available (if not already available)
when production is ‘itarted; and

(f) if a majJor nonfarm storage facility needs to be developed,
it should be conveniently located in the proximity
of the producing area(s) and strategically located for

efficient distribution.

Cost/Price Projecticns

6.48 The projected production costs for onions and garlic
are presented in Table 6.6. For onions, the cash costs totalled
F4ST per ha and 47 days of labor valued st F$5 per day amounted
te P$235. The total cost was F$692., With a yield of 15 tomnes
per ha (double this amount has been achieved at the research
station), the cost amounted to about F$0.05 per ki‘o. (Even
doudbling these costs or reducing the rield by half would result
in & cost of only F$0.10 per kilo.) The cost of transporting
onions from the Sigatoka area to Suva or Lautoka has been estimated
at F3$0.01k per kilo. This added to the assumed farmgate price
of F$0.08 per kilo should give a Suva or Lautoka price of about
7$0.0905 per kilo. This compares very favorably with average
c.i.f. prices of P$0.26 per kilo in 1980 and F$0.46 per kilo

in 1981.

6.49 The return per man-day of labor amounted to F$15.8%,
more than triple the F$5 per day charge used for labor, ard indicates
that onion production can be very profitable,

6.50 For garlic, on the other hand, total costs smounted
to P$976 per ha. This consisted of cash costs of F¥731 and a
value for labor of F$24S for 49 days. With a yield of 3 tonnes
per ha, the cost would amount to about F$0.33 per kilo.
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Table 6.5: PRODUCTION COSTS FOR ONIONS AND GARLIC, PER HECTARE

Item Onions Garlic
fin F$)
Land rent, ! months 30 30
Seed: 2.5 kilos at F$i8/kg 120 -
250 kilos at F$l/kg - 250
Manure: 12 tonnes at F$0.60/50 kg - 1Lk
Fertilizer: 13-13-13, 200 kgs at F$20/50 kg 80 8o
Urea, 100 kg at F$18/50 kg 36 36
Pesticides: Diazinon, U applic., 5 liters 13 13
Mancozeb, 6 applic., 55 grms/
15 liters = 11.55 kg 58 58
Weedicide: Linuron, 2 applic., 1.5 kg/
ha/applic. at F$20/1.5 kg ko Lo
Land preparation Tractor ploughing, 1 time ko Lo
Tractor harrowing, 2 times Lo Lo
Subtotal k5T 3
Labor at F$5 per day:
Bullock ploughing, 1 time, 2 days 10 10
Planting: direct seeding, hand drill:
1 day 5 -
6 days - 30
Hand veeding: 6 days 30 -
8 days - ko
Irrigation, 6 times, 12 days 60 60
Fertilizer application: 2 days 10 -
3 days - 15
Weedicide application, 2 days 10 10
Pesticide application, 10 days 50 50
Harvesting/grading, 12 days 60 -
Harvesting, 6 days - 30
Subtotal: onions, 4T days 235 -
garlic, 49 days - 2ks
Grand total 692 976
Summary: Cost pe:r hectare 692 976
Yield per hectare 15 tonues 3 tonnes
Cost per kg (F$) 0.046 or 0.325 or
0.05 0.33
Assumed farmgate price (F$) 0.08 0.40
Return per man-day of labor (F$) 15.81 9.57
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(Doubling the costs or reducing the yield in half would result

in a cost of about F$0.65 per kilc.) Adding the cost of transporting
garlic from the Sigatoka area to Suva or Lautoka (estimated at
F$0.01k per kilo) to the sssumed farmgate price of F$0.LO per kilo,
gives a Suva or Lautokas price of about F$0.415 per kilo.

This comparer very favorably with average c.i.f. prices of F$0.Th
per kilo in 1980 and F$1.30 per kilo in 1981.

6.53 The return ver man-day of labor would amount to
F$9.57, nearly double the F$5 per day charge used for labor, and
indicates the* garlic production can be quite profitable.
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CHAPTER SEVEN

MARKETING OFPORTUNITIES FOR
SELECTED AGRICULTURAL PRODUCTS

T.01 Fiji will alvays have limited visibility and penetration
in most cverseas markets, especially in the USA and Japan.
Production costs and shipping rates restrict marlet segments

to products able to sustain or absorb high prices. Fiji will

find it difficult to ccmpete in volume or price terms with other
countries in Southeast Asia, notably with those with low labor
costs. Consequently, Fiji's strategy should be to concentrate

as far as possible on specialty products for markets that are
quality conscious and that are willing to pay the premium for
quality products.

T.02 Most products similar to those produced in Fiji .re already

well established in export markets. Overseas buyers who, over the

years, have built up confidence in similar products and commodities from

other countries, will be reluctant to change unless there is an
evident benefit in so doing. Price, quality and delivery on time
are key criteria which Fiji will have to satisfy on a continuous
basis. Buyers wvho feel that a casual attitude is typicel of
exporters, or who see promises unfulfilled for vhatever reason,
quickly seek alternative suppliers.

T.03 Foreign trade statistics point to alternative sources
for most fruits and vegetables in the South Pacific and Southeast
Asian region. The large countries generally have the cheapest
labor or the benefits of economy of scale, and are also extremely
aggressive in vorld markets.

7.04 On the other hand, the attaimment of large volumes is
frequently at the cost of quality, especially in packaging and
presentation vhere skilled hard operations can add much actual

or imagined value tothe product. This applies as much to commodity
produce as to consumer goods. Fiji's Government policy should be
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Lo require ihe nighesi stmundards for each product, snd delegate
appropriate povers for certifying acceptance or rejection at all

key stages.

Pineapple Products. A Case Study for Market Selection

T.05 The export of pineapple products to New Zecland has
been taken as a case study to shov how a coherent export strategy
for agro-industrial products can be develoved. Tire constraints
 did not permit treatment of the other products with the same
degree of detail.

7.06 Nev Zealand imports a substantial quantity of canned
pineapple and pineapple juize, especially the former, and
represents a logical export market. The country imported well
over 5,000 tonres of pineapple products, other than juice, in
1978-79 (see Table 7.1). More recent data show New Zealand
imported more than 10,000 tonnes at an average c.i.f. price of
N2$0.89 per kilo in 1979-30, and again somewhat over 5,000 tonnes
at an average c.i.f. price of N2$0.94 per kilo in 1980-81. 1In
addition to the source countries listed in Table 7.1 for 1978-79,
small shipments came from France, Peru and the United States

in the following year 1979-80, and irom the United States in
1980-81.

7.07 The mission believes that the volume supplied by Malaysia,

the Philippines and Thailand, and no doubt some of that from other
sources, would be especially vulnerable to a well-planned marketing
effort with a high quality, price-competitive product from Fiji.

In addition to the 30 per cent duty for products from Thelland

and the Philippines, versus 10 per cent for Fiji, the latter

has a distinct transportation advantage over both Thailand and

Malaysia. The cost of a 20-foot container shipment, about 1,600 cartons,
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from these areas to Nev Zevaland reportedly amounts to about
US$1,800 compared with about US$1,000 from Piji (see Ammex 7.1).
The shipments to Nev Zealard from these three countries, Malaysia,
the Philippines, Thailand, totalled over 3,000 tonnes in 1978-T9,
over k,500 toanes in 1979-80, and almost 2,000 tomnes in 1980-81.
The three-year average amounted to well over 3,000 tomnmes.

Factors Affecting Commercial and Industrial Collaboration

7.08 In New Zealand, meetings were held vith the chief
operatioml executives of ten companies consisting of importers,
supermarket groups, retail chain operators, manufacturers and
distributors of fresh and canned foods as follows:

Taaty Products Ltd. - Candy manufacturers

Butland Industries Ltd. - Food manufacturers/exporters
W.P. Tucker and Co. Ltd. - Food manufacturers/exporters
James Crisp Ltd. - Food importers/distributors
Turners and Growvers Ltd. - Fresh fruit and vegetables
Radley and Co. Ltd. - Fresh fruit and vegetables

TAL Group - Plantation developers/exporters
Poodstuffs (NZ) Ltd. - Supesmsrket group and retail

Foodtown Supermarket Ltd.
J. Wattie Canneries Ltd.

Supermarket group
Food manufacturers/exporters.

T.09 Most firms vere knovwledgeable and well informed about
Fiji and several vere already involved in commercial venturer
of one form or another on the islands.

T.10 There wvas unanimous agreement that Piji is well endowed
vith agricultural resources for vhose products a steady demand
exists and vhich, thus, in principle can be developed into
significant exports for Fiji. The view shared by most organizations
wvas that, although the Government understood the need for

Fiji to compete effectively in overseas markets, there vas a failure
to accept the need to adjust traditional attitudes and practices

to meet tho demands of overseas markeis.




Table 7.1: NEW ZEALAND : DMPORTS OF PINEAPPLE PRODUCTS, 1978-1979

Source Mssount 1
- Item (Country) (kg) C.d.v. C.i.f. Landed price
Pineapples, Australia 597,760 0.70  0.88 0.95
prepared or China
preserved (Peovle’s
Rep. of) 907,933 0.46 0.59 0.73
Kanya 487.681 0.54 0.60 0.65
Melaysia 2,924,739 0.69 0.88 - 0.95
Prilippines 11,619 0.53 0.87 1.06
Singzpore 58,466 0.69 0.88 0.95
Taiwan 292,039 0.51 0.65 0.80
Thailand 93,267 0.53 0.73 0.89
2
Total 5,373,504 2/
Liters
Pineapple juice, Austrralia 297 1.00 1.57 1.67
bulk cnutainers,
sugar addeu
Pinespple juice, Australia 138,535 0.29 . 0.42 0.45
Other containers, Kenya 34,181 0.6 0.30 0.32
other Malaysia 4,583 0.38 0.57. 0.61
Total 177,299
Pineapple juice, Australia 5,62 0.32 0.52 0.55
bulk containers, Malaysia 400 0.82 1.20 1.28
sugar added :
Total 3,820
Pineapple juice, Australia 18,532 0.25 0.38 0.41
Other containers, Malaysia 7,712 0.47 0.67 0.72
Total 26,244

l/ Cd.v, =
c.i‘f’ Ll

Customs duty value
cost, insurarce, friight

landed price = c.i.f. value plus appiicable duty of c.d.v. value.
2/ Excludes 473,746 kg from Cook Islands at an average c.i.f. price of
12$0.93 per kg.

Source:

New Zaaland Trade Statistics.
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7.11 Nev Zealand businessmen seem to be weil disposed towards
Fiji, but FijJi'r credibility is at a lov ebdb. Most compenies
complained of unfulfilled promises. Some were disenchanted.
Others, vho could be classified as potential investors. well
rlaced to contribute technical know-how and training to

Fiji's sagro-industrial development, smphasized that Fiji's
track record held little attraction other than as a possible
point-of-entry into the EEC markets. One major company which
had hopes of expanding its operations fiom a small base
established a fev years back, is alleged to have second thoughts
and plans to pull out of Fiji altogether.

T.12 Despite a general reaction of mild skepticism, all
persons interviewed showved a genuine willingness t. consider any
nev proposals and to assist in the courLtry as far as possible.

7.13 Canned pineapple from Fili was frequently used a» an
example of a successful product vhich has once enjoyed a solid
market share of the Nev Zealand market, yet vhich had nov disappeared
from the scene -]-'-/.

7.1 It vas generally felt that Fiji would have little or
no chances in competing against similar products from Australia
and Malaysia until cultivation, production and marketing were
consolidated into a single industrial process, effectively
disciplined and vigorously managed from begianing to end.

The sugar industry is an example of such a commitment by the
Fiji Govermmernt, sugarcane growers and millers.

1/ Canned pineapple, SITC code: 0589941; New Zealand Customs
Tariff Item 20.06.081.




Market Access

7.15 As a signatory to the SPARTECA agrecment (ses Annex 7.2),
Fiji enjoys unrestricted access into Nev Zealand, free of customs
duties, though subject to certain provisions ia specific cases.
Such provision applies to imports of canned pineepnles vhich
attract a duty rate of 10 per cent, appliceble to all Pacific
Forum Countries. All other countries are subject to the standard
rate of duty which is currently 30 per cent -]J.

7T.16 Canned pineapple is subject to import licemse control
from all sources except the Cook Jslands, Niue and Western Samoa.
Licenses are issued "on demand" to vholesalers, stockists, and
indent agents trading in canned pineapple on presentation of

a confirmed order. Fresh fruits and vegetables are admitted
into New Zealand duty free.

Market Characteristics

T.17 New Zealand is the pearest major export market for

Fiji and both countries have established trade links going back
Bany years. Both countries are connected by regular shipping
services and international airlines to the main ports and cities.
Auckland, the nearest port of entry, with a population of

1 million, is the largest city in the country. The total population
of Nev Zealand is 3.2 million. The Auckland region is served

by the largest wvholesale fruit and vegetable market in the

country, by 21 supermarkets and by several hundred grocery outlets.

7.18 The population of Auckland is both urban and rural
and, although not a stratified sample of the country, is fairly
representative of the national mix, tastes and lifestyle of most
potential markets in Australia, North America and Western Europe.

1/ There is scope for Pacific Forum Countries to obtain further
concessions under future SPARTECA negotistioms.
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Auckland, and the rest of New Zealand, is served by extensive

media coverage including two color TV networks, commercial

radio, newspaper and magazine press and also by numerous advertising
asencies, many of vhich are suhsidiaries of international agency

gZroups.

7.19 In conclusion, Auckland is recommended as satisfying
the requirements of a test market for Fiji food products and

as the jumpiag off point for national distribution throughout
Newv Zealand and Australia, ccuntries wvith a combined population
of around 17 million. Both countries provide preferential
access for FijJi produce in terms of the SPARTECA agreement.

Distribution of Fresh and Manufactured Food Products

7.20 Annual consumer purchases of food and groceries in

Nev Zealani totalled NZ$665.2 million in 1978, and grew to over
NZ$875 million by 1980. Purchases are made turough well over
2,000 retail outlets located in towns and villager throughout

the country. Supermarkets are the most important retail

outlets. In fact, 319 supermarkets account for 57 per cent of
all food and grocery sales, according to the 1980 census of
distribution. At the other end of the scale, 1,356 small grocery
shops account for only 29 per cent of all purchases. Table 7.2
shovs a breakdown of this distribution pattern.

Table 7.2: NEW ZEALAND: RETAIL FOOD DISTRIBUTION, OUTLETS AND SALES

Number of % of Sales

_ Type of outlets outlets total (¥2$'000) % of total

Supermarkets 319 16% 500,865 5T%

Large indepeandents 321 16% 120,800 1L%
Small independents 1,396 68% 253,555 297
Total 2,036 875,220

Source: Nev Zealand Census of Distribution, 1980.
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T.21 Trade estimater put supermarkets as accounting for
approximately TO per cent of all food and grocery sales in the
Aucklanéd region. Fresh vegetable produce and canned products

have gseparate distribution systems, the former being sold by

auction through the central vholcsale markets in each city, and

the latter by direct distridbution through importers and manufacturers
to vholesalers who, in turn, sell to retailers. In the case of
supermarkets, perishable produce is purchased at the auction

floor of the vholesale fruit and vegetable markets, and manufactured
products are obtained directly from the importer or factory.

T.22 It is therefore important for the Fiji exporter to be
represented by efficient and respected importers and distributors. .
Sole agency agreements are «+ssential for effective distribution
coverage to be achieved in order to build up a solid and enduring

reputation for reliability.

Canned Pineavple - Marketing Strategy

T7.23 As mentioned in Chapter Six, Fiji canned pinearple

should be produced in a range of varieties and sizes to match
simjlar, competitive, products from Australia and Malaysia.

Quality will have to be at least as good as the best Ausiralian
products and prices should be marginally lower. Consequently,

the Fiji exporter must fully understand the selling and promotional
methrds employed by the main competitors, and the realities

of the in-fighting that is waged daily bvetween competing brands

in the shops, on the shelves and in the advertising media. This

in spite of having & local agent.

7.24 The New Zealand housewife is very price conseious in
all family pu.chases. She also demands high quality, and forms
strong opinions about products. She is willing to experiment
with newv products, but a poor opinion, once formed, is difficuit
to change. Kowhere is this more evident than with fruits, arinks
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and preserves. Catering to this attitude, Australia’s

"Goider Circle" pineapole products brand has risen from 10 »Her cent
of market chare to sroand SO per cent in recent years. The
consuwer is very brand conscious and maintains strong loyalties,

born of brand confidence.

T.25 Canned pineapple is marketed in three varieties,namely:
slices, pieces and crushed. Three can sizes are used: 225 gr,

4SO gr and 850 gr. Large size "femily vack" cans of 3.2 kilos are
also important, as vill be noted from the folloving comparative
sales data provided by the two largest supcrmarket groups.

Canned Pineapple Annual Retail Seles Value
by Variety ¥

Pineapple pieces 50%
Pineapple slices 35%
Crushed pineapple 15%

100%
Canned Pineapple Annual Retail S_les Value
by Can Size %

225 gr 20%
450 gr 60%
850 gr 10%
3.2 kg 10%

100%

7.26 There is a groving trend to unsweetened canned pineapple

by the veight conscious sector of the market, and unsweetened
slices and pieces are vell displayed in ali sizes, except in the
3.2 kilo can. The addition of unsveetened products to a range
has the effect of increasing the shelf occupancy and the visual
impact of brand display. However, Fiji exporters should not be

misled into believing that a multi-product range will increase

trede purchases. On the contrary supermarket buving policy is
geared to achieving a guaranteed profit per shelf area and only
those products vhich generate the required sales level are stocked.
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New Zealand Imports of Canned Pinearvle (see Table 7.3)

T.27 Imports have increesed by approximately 9 per cent yearly

by volume and 7.5 per cent by value between 1978 and 1981. The

73 per cent increase in 1979/80 imports resulted from a change

“rom strict licensing regulations designed to protect the Cook Islands,

to "license on demand" and subsequent overstocking.

Table 7.3: NEW ZEALAND: IMPORTS OF CANNED PINEAPPLE
1978§/79-1980/81

1978/79 1979/80 1980/81

Country of origin Amount Value Amount Value Amount Value
(tonnes) (92$'000) (tonnes) (NZ$'000) (tonnes) (NZ$'000)

Australia 588.1 s2k,9 2,893.4 2,6u8.4 2,349.8 2,k48.3
China (PR) . 907.9 537.3 1,025.6 686.8 299.7 209.6
Cook Islands 473.7 435.9 22k .5 201.1 29.3 40.8
Kenya 487.6 271.6 496.3 306.1 - -
Malaysia 2,924,7 2,568.3 L4.,495.1 L4.352.6 1,761.6 1,683.7
Philippines 11.6 10.0 60.9 66.4 10.1 12.0
Singapore s8.4 51.4 213.7 225.1 9.1 8.9
Taivan 292.0 189.6 - - - =
Thailand 93.2 67.7 119.6 52.9 12,9 61.8
Peru - - 39.5 3.9 - -
USA - - 16.2 13.3 1k.9 8.6
Total 5,837.2 L4,679.7 9,584.8 8,617.6 L,617.4 L,b473.7

Source: New Zealand Trade Statistics,

7.28 Despite the 1979/80 distortions and based on discussions

with the two main supermarket groups, a changing trend is clearly emerging.
The impact of the SFARTECA agreement, effective as of January 1981, and

the anplication of 30 per cent customs duty on non-members, excent Malaysia,
has reduced potentially strong competition from Taiwan, Thailand,

Sinzapore, the Philipnines and China. Their combined market share droppe?d
from 23 per cent in 1978/79 to 18 per cent in 1980/81.
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7.29 Agressive marketing tactics by Australia's "Goldem Circle"
brana have taken Australia from 10 per cant to 46 per cent share

of imports in three years, and 1982 imports continue to rise.
Australia has overtaken Malaysia whose share has fallen from

50 per cent to 35 per cent. This is the more significant when
bearing in mind that Malaysia was ranked as the Numb:r One importer
wvith a 10 per cent price advantage over Australia, for several
years.

T.30 In the lower price sector the Coox Islands and

the People's Republic of China dominate. China's landed cost

at NZ$12.20 per 50 gr can is 23 per cent below Malaysia's.

Were it not for the 30 per cent customs duty penalty, China would
be landing canned pineapple in New Zealand at NZ$9.20, 30 per
cent belov Australia's average landed price. China is seeking
an increasing stake in the New Zealand market underlined by the
recent visit to New Zealand of the chief executive of China's
principal brand, "Elephant".

Price Characteristics - Wholesale and Retail

7.31 Table T.h sets out comparative landed costs, wholesale
and retail prices for one selected item, canned pineapple slices,
as applicable to a leading supermarket. Prices for other pineapple
products are set out in Annex 7.S.

T.32 The above vholesale prices include 7 per cent provision
for port handling charges and transport costs to the supermarket
wvarehouse. Supermarket vhclesale mark-up is usually 10 per cent
or wore, with retail mark-up by stores and subsidiary retail
outlets fixed at 20 per cent.
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Table 7.k: NEW ZEALAND: CANNED PINEAPPLE Sl)ICES
. WHOLESALE ARD RETAIL PRICE STRUCTURE 1.

Pineapple Qlices from Mulaysia: LS5k gr cans

Landed cost per carton 24 x .54 gr = NZ$15.00 per
Wholesale price (margin 18%) = NZ$18.9L4 per
Retail price (margin 20%) = NZ$ 0.88 per

Slices from Australia, Golden Circle: 450 gr cans

NZ$15.94 per
NZ$18.9L4 per
NZ$ 0.95 per

Landed cost per carton 24 x 450 gr
Wholescle price (margin 19%)
Retail price (margin 20%)

Slices from Cook Islands (Raratonga): LS54 gr cans

Landed cost per carton 24 x LSu gr = NZ$11.76 per
Wholesale price (margin 17.5%) NZ$13.82 per
Retail price (margin 20%) NZ$ 0.69 per

Slices fror. People's Republic of China: 425 gr cans

Landed cost per carton 24 x 425 gr = NZ$11.70 per
Wholesale price (margin 17.5%) = N2$13.78 per
Retail price (margin 20%) = NZ$ 0.69 per

Slices from the Philippines "Dole": 567 gr cans

Landed cost per carton 24 x 567 gr = NZ$16.60 per
Wholesale price (margin 17.5%) = NZ$19.58 per
Retail price (margin 20%) = NZ$ 0.98 per

carton
carton
can

carton
carton
can

carton
carton
can

carton
carton
can

carton
carton
can

1/ Pineapple slices in standard cartons of 2l cans of 425 gr to 507 gr.

Source: Mission intervieys.
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T.33 Where the conventional distribution system is in operation
mark-ups are usually:

Import agent: 1-5 per cent on landed cost
Wholesaler : 15 per cent

Retailer: : 25 per cent

T.34 The conclusions to he drawn frcm the above are important
to Flji. The New Zealand canned pineapple market is becoming
seguented along classic lines, viz. higher priced brand nanes
versus less expensive unbranded products. In practice, consumer
conridence rests with the well kinown and established brands which
is evident from the dominant market share wvhich they still enjoy
after many years. Such brards have been, and continue to de,
promoted regularly in national media and at the point-of-sale.
Supermarkets nsve learned that substitution of the known braad

by less expensive discount lines results in loes of cuxtomers.
Leading supermarkets worldwide recognize that "trading up" is good
lon,-term business, on the principle that a shop is as good as

the brandc it stocks. It is generally accepted that the success
of discounted unbranded lines is inversely proportional with the
visibility and turnover of esteblished brends.

T.35 This situation in New Zealard demands an important
policy decision as to where Fiji's product is to be positioned
in the market place, and what type of customer is expected to
account for repeat purchase.

7.36 A compariaon with competitors' prices indicates that
Fiji's landed prices must not exceed NZ$15.00 per carton in

order to be competitive. Processing costs set out in Chapter Six,
Table 6.2,indicate that this indeed can be achieved, albeit with
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& nariov margin. The Fiji pruduci may enjoy a § per cent
price advantage over the leading Australian brand, and a 2 per
cent advantage over the inexpensive Malaysian product.

Canned Pineapple Saies Projections for Five Years

7.37 The substantial inventory build-up in 1979/80 prevents
accurate eatimates of consumer offtake of imported canned pineapple
in 1980/81. On the basis of normal stocks for three weeks, trade
sources agree that sstimated 1980/81 imports have been as follows:

Tonnes NZ$'000

From Australia 3,500 3,667
From other sources 3,50C 3,353
Total 7,000 1,000
7.38 Subject to Fiji canned pineapple achieving consumer

preference over non-fnstralian products, parity with Australian %
brands and sdequate stock cover in the retail trade, principal

buyers visited endorse a projected market share of 20 per cent

in year five as realistic growth from a first year share of

5 per cent.

T.39 In order to forecast reasonable sales development,

three alternative sceuarios are taken up on a notiomal 1980/81
base foir projections from year one to yesar five, Calculations take
note of wmarket indicators, historical and present performance

of imported brands, and trade observations on future trends

as follows:

(a) Pirst Scenario. The busic asswmption is mo growth

in the total market between year cne and year five. Fiji
secures an increasing share of projected annual imports.
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Vear 1 Year 2 Year 3 Year L Vear 5

Tonnes 350 70C 1,00C 1,225 1,53C
Nz$'000 350 700 1,000 1,225 1,kcc
Share of total market 5% 10% 15% 17.5% 20%
(v) Second Scenario. The basic assumption is that the total
market grews at 3 ner cent ner year, calculated on forward
projection of the import trend over the three previous years.
The trade agrees that this is feasible. However, Fiji
takes an increasing share of the non-Australian import
sector only, also growing at 9 per cent per year.
Year 1 Year 2 Year 3 Year L Year S
Tonnes 190 416 680 864 1,077
NZ$1000 182 397 648 825 1,028
Share of non-Australian
segment of market 5% 10% 15% 17.5% 20%

(e)

Third Scenario. The basic assumption is that the total market

grrws by only 5 per cent per year. Fiji tsokes an increasing
market share of non-Australian imports from vear one to year
five, and commences penetrating the Australian share of the
market in year three, allowing for two years leadtime in

positioning its product it the Australian segment of the aarket.

Year 1 Year 2 Year 3 Year L Year 5

Tonnes/non-Australian 183 386 607 743 893
Tonnes/Australian - - 31 106 13L
Total tonnes 183 386 683 8ka 1,027
NZ$'000/non-Australian 176 369 582 713 855
NZ$'000/Australian - - 84 111 139

Total NZ$'000 17€ 369 666 824 1,09k
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T .90 Ta= [oregoulng projeciions ilndicate thal even under

difficult trading conditions Tiji canned pineapple could achieve
a market peunetration of 1,40C tonnes in year Jive, with earnings

estimated at the equivelent of NZ$1L.k million.

T.41 Reasonable expectations for Fiji canned pineapple in the
Nev Zealand market would be 1,000-1,500 tonnes in year five valued

at N2$) million-NZ$) .4 millior. These estimates could prove

to be too conservative should the remaining 10 per cent duty be

lifted in 1983 in order to implement the "Closer Economic

Relations" (CER) policy between Australia, New Zealand and the

Pacific Forum Countries. Such a decision would affect canned
Pineapple from all Pacific Forum countries which, following withdrawal
of the Cook Islands as a canned pineapple exporter, would result

in a 10 ver cent competitive edge for Fiji over Malaysia, and a

4O per cent cost advantage over most other suppliers.

7.42 Initially, supermarkets will have to be enticed to place
opening orders for 2,000 cartons. The launch would be supported

with special in-store promotion and media advertising. An advertising
allovance of NZ$750 pur store should be expected, an allowance

wvhich should be matched by the supermarket. As a reference point:
combined throughput in outlets of the Foodtown and Foodstuffs

chains is 3,000 cases of canned pineapple vproducts per week.

Marketing Policy Ootions for Canned Pineavples

T.43 Three courses of action are open to Fiji in building

export markets for canned pineapple:

(s) manufacture under own label and distribution through

apruinted agents;

(v) manufacture on behalf of supermarket private labels

and shipments in bulk fo supermarket warehouses; and

(c) manufacture under an established brand name for distribution

by the sales organization of the brand name owner,
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T.hk Under this option, the manufacturer is responsible
for produci development and marketing strategy planning covering

all elements of the marketing mix as follows:
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Product Planning. Canned pineanple product range,

ingredients, formulae, qualities and standards.

Branding Policy. Trade name, name style, nroduct positioning

policy, target consumer.

Pricing Policy. Recommended price levels supportive

of product position and target consumer; fixed as against
flexible prices, discounts and trade deunls;

list prices and margins in overseas markets.

Distribution Channels. Sales agents, importers-
distridbutors.

Personal Selling. Staff to be employed for personal
selling to vholesale and retail trade in Fiji's

domestic market.

Advertising and Promotion. Amount to spend, advertising

mix to the trade and to consumers; in-store trade and
consumer promotions; point of sale display materials,
shelf-talkers, etc.

Packaging. Label designs, for cans and cartons.

Physical Handling. Warehousing, transportation, Inventories.

Fact Finding and Analysis. Use of market research and

application, formulation of operationel strategies.
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T.45 A positive conseguence of manufacturing for an own

label is that the manufacturer exercises complete control over

all activities, from production to marketing, and thus can determine
the actions needed to maintain a strong competitive posture in the
market oplace.

T.46 If the objective is to secure a sizeable share of the
New Zealand market and to regard other export markets as peripheral
only, then manufacturing under an own label may be the only course
of action open. A manufacturer can enter into a fole agency
agreerent with a leading importer who agrees to handle Piji canned
Pineapple exclusively. Fiji's distance from New Zealand and

other export markets may lead to excessive dependence upon Zhe

authority, skills and motivation of the sole agent.

T.47 The importance of well-designed labelling suited to the
export market cannot be stressed enough, and no cost chould dbe
spared to ensure that Fiji's label is unquestionably the most
appealing of all, in particular wvhen compared with the brand leader.

7.48 Mitigating against manufacture under an own label is

Fiji's domestic market size, local tastes and spending power.

The market size is not adequate to make the oneration financially
viable without support of a wide range of associated canned

products. Thus, the canned pineapple project is aimed at establishing

sizeable cnd profitable export markets,

(b) Manufacture on behalf of a Supermarket Private Label

7.49 The two main supermarket operstors in New Zealand,
Foodtown Ltd. and Foodstuffs Ltd., hold widely divergent views
on canned pineapple trends and prospects. Foodtown Ltd., the
largest, with supermarkets in the Auckland and Hamilton areas,
holds the view that Australia's "Golden Circle" will dominate
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the market. Fuily T35 per cent of all Foocdicwn canned pinsenple
purchases are from "Golden Circle"”, which offers esvecially favcrable
trading terms to the bulk supermarket buyer. For every full container
load, of 1,600 cartons. "Golden Circle"” allows a discount of

FZ$600 or almost 2.5 per cent of landed costs. Attractive incentive
discounts are offered on six-month cumulative purchases. In addition
"Golden Circle"” makes an advertising contribution to both

supermarkets tased on NZ$0.65 per carton.

7.50 it is against this background that Foodstuffs, with
approximately 600 branches throughout New Zealsnd, has a "private

lsrel" marketing policy and is not interestcd in entering into L

’~

a sole distribution agreement.

T7.51 On the other hand, Foodtuwn stated that, should Fiji

produce a high quality canned pineapnle comparable with "Golden

Circle”, they would be interested in entering into an agreement

with a Piji manufacturer to supvly Foodtown private label on a

firm contract basis. Foodtown would also consider bulk purchase

of "gerzric” pscked canned pineapple. No quantities were given. A l
On the positiive side of production on behalf of a supermarket

private label stands that factory nroduction can be geared to

contract arrangements; there are no distribution problems; no

defensive action is rzquired to meet Australian or other

competition; there are guaranteed revenues over, let's say, twelve-month
periods. Such an arrangement may provide a solid base from which

to export the own brand to other export markets,

T.52 The negative sidr: is that production would be tied to one
retail group; there would be no opportunity for expaneion within
New Zealand. Purther export development would require incremental
production and independent marketing programs much as discussed

in the previous paragraph.
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(¢) Manufacture under an Zstablished Brand lame

7.53 Meetings were hel? wiih four leading Yew Zealand food
manufacturers to discuss this possibility, i.e. TNL Group Ltd.,

W.F. Tucker Ltd., J. Wattie Canners Ltd., Butland Industries Ltd.

7.5 TNL Group Ltd. This group's 1981 turnover was

N2$72.8 million. Pevenues came primarily from tcurism and road

haulage, but also from established interests in horticultural
developments and coid storage. The group exports canned fruits,
vegetables and sea foods; amounting to a combined value of NZ$7.8 million
in 1981. The company is currently contract canning for established
brands notably for Watties, Ric Grande, Fenland, Chiquita, and

John West. TNL has been largely responsible for putting canned

boysenberries on the world market.

7.55 They have a marketing contract with South Pacific Foods Ltd.
of Sigatoka for the suppoly of processed fruit juices. In passion
fruit alone, TNL's export development program nas ex: anded froa

five container loads yearly to fourteen, during the past year, on contract
to the EEC. They are currently exploring nev market development

in Japan, but sales have been restrained by the shortages of

supply, despite increased plantings and Fiji Govermment support.

TNL is also developing wider markets for guava, pawoaws, banana

and mango. Market potential has also been identified in the EEC

for dried tropical fruits. They have buyers in Europe for desicated
coconut but Fiji's current prices are non-competitive. Enquiries
have been received for large volume supvlies of processed lime

peels,

7.56 TNL declared its interest in estahlishing a canning
facility for pineapple slices anl juices in Fiji, subject to an
assured supply of pineavples from an efficiently maneged estute,
and & guarantee that there will be no competition from other
producers. TNL envisages initially small-scale operations geared
to filling gaps in product ranges of New Zealand brands, on a
contract basis.
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.57 THL. can nrovide technical managsment and sunervision

&t all stages from estate management to marketing. Access would

be gained to TNL horticultural consultancy services, for large-scale
estate develorment. There would be an opnortunity to benefit

from prodnction engineering know-howv and from established overseas

narketing connections.

7.58 However, there would be no direct connection with established
brands; no vholesale distribution network or-tirst-hand knowledge

of retail trading techniques. The Group's involvement predominantly

as brokers of processed produce, from many sources, could take

priority over a commitment to establish a canned pineapple industry.

T7.59 W.F. Tucker Ltd. This is an entirely autonomous subsidiary
of J. Wattie Industries Ltd., with a factory in Fiji. They have

considersd vurchasing Castle's canning oneration. Tucker Ltd.
has its own food production operations in New Zealand, currently

manufacturing and packing under license, among others:

"Betty Crocker" Cake mixes. Feanut butter, self-rising
"Sunshine" flour, custard powder, maize cornflour,

fruit extracts, etc.

"Tuckers"” Crystallized ginger, garlic himes, etec.
"St, Clement"

“Hansels D.Y.C." Fruit drinks, sauces and vinegars,
"Haymarket" sugar and rice,
7.€0 The company would be interested in considering a joint

venture in Fiji, subject to watertight guarantees of continuous

supply and a long-term exclusive marketing contract.

7.61 Among the advantages of a link with Tucker Ltd. are
successful sales and a distribution track record in New Zealand
backed up by experienced management. Company production and

its operation structure are appropriate for fast moving packaged
and branded consumer goods. Tne company has practical experience
in setting up and running industrial production units in

Fiji, and further, it has an export network in the Pacific basin.
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7.62 J. Wattie Canneries Ltd. The 1901 sales of canned foods

by this company increased by 17 per cent to N¥2$102.8 million.

The company is nov maaufacturing and distributing Heinz brand
canned products to Heinz specifications. Wattie has had a close
association with Fiji since 1972, and currently holds 34 per ceht
equity in Crest Mills (Fiji) Ltd. and in Crest Hatcheries to
vhich they attach considersble importance. Wattie also owns

Tip Top Ice Cream (Fiji) Ltd.

7.63 In order to penetrate effectively the Japanese market,
the company has a Japanese affiliate, Wattie (Japan) Ltd., Tokyo,
vhich is SO per cent owned by the parent company, vith

Tokyo Maruichi, Tani and Mitsubishi holding the other SO per cent.
J. Wattie Canneries Ltd., operates its own can mapufacturing
plant as a separate business and supplies outside customers as
vell as its own needs. Two new side-seam automatic vélders have
recently been installed at a cost of N.$2 million. The factory
produces steel cans, tear-tab ends, tin plate lacquering and
painting. The "Watties" range of canned fruits is extemsive,

but with one omission -~ canned pineapple.

7.64 In discussion with the Operations Director,

Mr. A.E. Leeves, the mission's suggestion for the manufacture, in
FijJi, of pineapple products under the Wattie label was put forward,
and was vell received in principle. The company "could be iInterested”
in exploring the possibility of a joint venture for the production

of "Watties" brand canned pineapple for export to Newv Zealand,
thereby completing the Wattie range of fruits and vegetables, and

for sales in export markets.

7.65 Wattie had investigated the possibility of marketing
a "Watties" brand canned pineapple in 1978 but were deterred because
of a wvorld surplus of pineapple. They would prefer to reserve
Jjudgement until the proposed canned pineapple venture is more

specifically clarified.
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7.66 Among the advantsges of a collaboration with Wattie
should be cited; a new Fiji canned pineapple would be a natural

fit with the well established "Watties" brand range of canned
fruits and would strengthen its market position in the inevitable
contest with Australia's "Golden Circle" range, when the provisions
of the CER are implemented. Watties high priority for exports

of canned produce to Japan would further benefit Fiji's canmned
pineapple if promoted as a component of the "Wattie" range.

The company ‘s extensive distribution network would offer complete
national coverage in New Zealand and might result in highér volume
sales than would be otherwvise obtained. An affiliated manufacturer
would gain access to Watties' marketing resources, manufacturing

technology, and management training.

7.67 However, and oa the negative side, Fiji canned pineapple
would be unable to develop a brand identity. In the event of
non-reneval of contract, the Piji product would have lost five

years for building up a brand image, and creating trade and consumer
confidence.

T.68 Butland Industries ILtd. This company has associations
with Fiji through the joint venture with Baltham International

1td. (Fiji) and the Fiji Affairs Board, in which each holds a
third interest. The Joint venture is concerned with the production
and marketing of syrupped and crystallized ginger bul Butland

nov wishes to pull out of the joint venture subject to resolving

the present differences over share valuation.

7.69 Butland, like Wattie, is a leading food manufacturer
in Nev Zealand with established brands including:

"Blue Bonnet" jams and preserves;

"Craig's" jams, salads, sauces and salad dressing;
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"Coldnark" nrocassed fruits an
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vagaetahles (glace

syrup and crystallized);
"Sun" brand Australian rice;
"Lea and Perrins” sauces.

Butland is also a major company in the New Zea.hnd dairy industry,
wvith Kraft Foods of the USA holding a 49 per cent equity.

T.70 Butland believes that prospects for canned pineapple
are good and represent an excellen: opportunity for Fiji in the
Hew Zealand markat and in other markets as part of a total

canned food range. The company had previously considered
establishing a canning factory in FijJi in 1979 but had

postponed the decision. They would be villing to explore the
poasibility further, once a firm decision to proceed is taken

and provided guarantees of exclusive production and sole mketing
rights are forthcoming.

T.71 The company's product range would be strengthened by
inclusion of canned pineapple. The strong brand identity

of Butland products would provide a good vehicle for Fiji canned
rineapple. The absence of other canned fruits in the product

range would assure strong Fiji product identity in conjunction

with an acceptable up-market brand name, probably '"Craigs". Butland
has a national sales and distribution organization and enjoys

good brand acceptance by consumer and trade alike.

Conclusion

T.72 Fiji's domestic market bese is small. Its characteristics
and its consumer's lifestyle are not representative for those found
in the principal export markets. Consequently, there is no home

base on vhich to develop advancad management and marketing skills
required to deal with the experienced, and often ruthless, competition

encountered in export markets.
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T.73 Moreover, the market for canned pineapple is one of the
most competitive of the canned fruit markets and has a very high
faiiure rate, In the initial stages, Fiji will lack a range of
"cannable" products across vhich to spread the financial risk.
Consequently, an important objective should be to form an association
with a respected company operating successfully in the retail
grocery trade in overseas markets,

Recommendations

T.7h4 It is therefore recommended that Fiji should seek a joint
venture with the manufacturer of an established brand of canned
fruits for whom canned pineapple would be an important addition

to the product raange. Such an alliance would provide on-the-job
management training and the opportunity for Fijian rersonnel

to gain first hand experience in how to make products survive

and win in the in-fighting between competitive brands in the
supermarkets and retail stores in overseas markets. The joint
venture would demonstrate the importance and the rewards of efficient
farming practice geared to strict quality control, manufacturing
process, and management methods essential to winning consumer

acceptance for Fiji canned produce.

T.75 Although L. Wattie Canneries enjoy a high reputation in
the production and marketing of canned fruits and convenience
foods, it is not known if they are experienced in the cultivation
of fresh pineapple for the canning industry. They registered

no interest in pineappls estate management.

7.76 Three international corporations have Suilt up leading
brand uames on the basis of total integration of the three key

elements: production, manufacturing and marketing, namely:
Libby, NcNeill Libby (Nestle subsidiary);
Del Monte Food Corporation (USA);

Dole (USA).
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All three have established succe-sful operations in developing
countries. Libby McNeill opera.eos a nuclear estate farming and
manufacturing company for pineapple products in raziland
(Southern Africa). Del Monte handles the tote production and
export marketing of pineapple products in Kenya (East Africa)
and Dole has major operations in the Philippines. All production
is marketed under each company's international brand name. It
is recommended that priority number one should be to approach
these companies. Should these overtures prove unsuccessful,
invitations should be extended to L. Wattie Canneries,

(New Zealand) and L.J. Tucker Ltd., (New Zealand). Both
companies nave established interests in Fiji, and a commercial

association through a common holding company - Wattie Industries Ltd.

T.77 It is recommended that in all instances, discussions
should involve the FPiji Affairs Board which could have a vital role
to play in estates development and as a possible Joint venture
partner through Central Pacific Investments Ltd. '

Ginger
Bac ound
T.78 The Piji Covermment attaches considerable importance

to ginger in the Bighth Development FPlan, as a valuable contribution
to broadening the foreign exchange earnings base. The world market
for ginger has been seriously affected by the economic downturn

in North American and Western Europe in recent years, together with
increased peneiration of large quantities of cheap ginger from
India and Southeast Asia each year. The market is now oversupplied
and the trade believes that it will remain that way for at

least the next three years.
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attached to ginger, but more disturbing to observe potentially
gserious problems in the supply, production and marketing of ginger.
The mission accordingly decided, at an early stage, to pursue a

wvork plan in which ginger was given immediate oriority, independently
of the findings of the product identification program

(see Chapter Six).

7.80 The report confirms this decision to have been correct,

as continuation along historic lin¢s would not achieve the objectives
of the Eighth Development Plan. Instead, by re-orienting the
marketing strategy along more aggressive lines, the five-year forecasts
of the Eighth Development Plan could even be exceeded.

The Role of Ginger Exports in Fiji's Fighth Development Plan

7.81 Two gspecific marketing goals are set out in Program 3
of Chapter 9 of the Eighth Develorment Plan (1981-85) and cen

be summed up as follows:

(a) to realize increased export earnings from fresh ginger;

and

(b) to increase the added value of ginger through different

forms of processing.

Official expectations are set out in the Eighth Development
Plan (1981-85), pera. 9.2.8 as shown in Table 7.5.

Table 7.5: ESTIMATED EARNINGS FROM GINGER,
GREEN AND PROCESSING) 1981-85 (F$'000)

1981 1982 1983 1984 1685 Total

Fresh ginger 1,200 1,300 l,hOO 1,550 1,700 7,150
Dried ginger 50 100 200 330 500 1,180
Syrupped ginger 300 350 koo 450 k50 1,950

Total 1,550 1,750 2,000 2,330 2,650 10,280

Source: Eighth Development Plan
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World Market Trend

7.82 The world market for ginger may be considered in three
broad categories - fresh (green), dry and brined/syrupped. The
latter category includes ginger preserved in varions ways identified
oy separate SITC codes in trade statistics, see Annex T7.k.

National foreign trade stat@stics rarely differentiate between

fresh and processed ginger, although dry ginger is often separately
classified, probably because the added value accounts for higher

foreign exchange earnings per tonne.

7.83 Based on recent trade statistics and consultant estimates,

apparent volumes of world exports during 1980 were as follows:

Quantity Breakdown

(tonnes) (»
Green ginger 16,000 28
Dry ginger 10,000 18
Brined ginger 30,000 Sk
Total 56,000 100
Current Trend
7.84 In Fiji, ginger is grown for export markets. Domestic

consumption is estimated at 40 tonnes annually. Cumulative exports
of all ginger categories in 1981 were 1,908 tonnes valued at

F$2.03 million, an increase of 27 per cent by volume and 87 per cent
by value over 1980. This spectacular rise is significant as it
follows a fall of 19 per cent in 1980 relative to 1979 in tonnage
exported, and in line with the world tread, vhich was down 18 per cenc
in the same period (see Annex 7.4). Moreover, by 1981 Fiji's

exports already exceeded th~ target of the Eighth Development Plan

by 31 per cent and actually were almost at the 1985 target of

F$2.6 million.
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Direction of Trade

7.85 An analysis of ginger exports by trade groupings and/or

communications facilities is shown in Table 7.6.

Table 7.6: GINGER - DIRECTION OF TRADE BY TRADE GROUPINGS
GINGER IMPORTING COUNTRIES,1980

Tonnes
SPARTECA
Australia 0.5
New Zealand 184.9
Island States 0.6
Total SPARTECA 186.0
PACIFIC BASIN
Western USA 1,092.7
Western Canada 285.7
Hong Kong 13.6
Japan -
Total PACIFIC BASIN 1,392.0
EEC/ACP
United Kingdom 66.0
W. Germany -
France -
Total EEC/ACP 66.0
OTHERS 19.3

TOTAL GINGER EXPORTS 1,663.3

Source: ITC UNCTAD - GATT
World Exports of Dry Ginger 1976~80.
[ 4
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Stru_ture of the Ginger Industry

7.86 Eight organi:sicions are concerned, in Fiji, with the

processing and commercialization of ginger for export markets, namely:

Company . Exports
National Marketing Organization (NMA) Fresh and processed
Tropical Food Products Ltd. Processing
Balthan International Ltd. Fresh and processed
Produce Processing Ltd. Fresh and processed
Winisali Farm Produce Ltd. Fresh
Sang Lum Ltd. Fresh
R.D. Patel Co. Fresh
Progressive Agency Ltd. Fresh

7.87 NMA and Balthan Internationai account for around 60 per cent

of all ginger exports. Both companies have joint ventures with

New Zealand based food manufacturers and distributors, and compete
in international markets. Exports consist of fresh, processed

and dry ginger, each product having a specific end use and differing
price structure, as follows:

7.88 Fresh Ginger accounts for 90 per cent of exports by tonnage
and 80 per cent by value. The USA is the largest market and takes

up 73 per cent of FijJi's fresh ginger exports, 1/ followed by Canada
(13 per cent) and United Kingdom (S ver cent). The remaining
markets regularly supplied by Fiji include Hong Kong and New Zealand
totalling 9 per cen¢. However, at F$1.00 per kilo f.o.b., fresh
ginger compares unfavorably with the higher world prices for dry
ginger and processed ginger. Foreign trade statistics of major

importing countri=s indicate that the landed costs of Fijian

1/ Source: Official Trade Statistics.
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products rank with the lowest, which is the inevitable result

of the wheeling-and-dealing and price-cutting between Fijian
exporters. For example, a major importer of Fiji's fresh

ginger in Vancouver discovered that Fiji prices were cheaper

in Nev York and Toronto than Vancouver which has direct connections
to Fiji.

7.89 The estimated size of the total U.S. market for fresh
ginger is 2,000 tonnes, valued at US$2 million, Y with Fiji
already accounting for nearly 50 per cent of all U.S. imports.
However, Fiji's existing market share will be difficult to
increase without better rackaging and promotion; especially
bearing in mind the tactics of Taivan and the Dominican Republic
in forcing prices down by oversupplying the Western USA market

at regular intervals.

T.90 Despite Britain's economic downturn, and a 32 per cent
fall in 1980 imports of all ginger products, fresh ginger
imports are estimated by the trade to be about 2,000 tonnes
annually. Total ginger imports are derived from 20 exporting
countries with Fiji holding 5 per cent of the market share by

volume and 7 per cent by value.

T.91 Prospects for increasing fresh ginger exports in
existing markets are limited. FiJji is already in the only
markets which import fresh ginger and there is little opportunity
to expand into other markets. By 1985, exports will have
levelled off, and little growth is foreseen thereafter.

T.92 To increase sales, Fiji will need to take market share
from established competition. This will demand far greater
attention to quality than practiced today, and a commitment

by exporters to harmonize prices and cease undercutting each
other in the market place.

1/ Source: Ginger Economist, U.S. Department of Agriculture.
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7.93 In 1981, exports of fresh ginger, at 2,630 tonnes,
returned to earlier levels, aiter a 1% per cent fall between
1979 and 1980. On this basis a reasonable zrowt! rate would
be 2 per cent ver annum, between 1982 and 1985. Table 7.7
shows a comparison betveen the mission's seles projection for

fresh ginger and those listed in the Eighth Develomment Plan.

Table 7.7: FRESH GINGER EXPORT SALES PROJECTIONS,
1982-1985, COMPARED WITH THE EIGHTH DEVELOPMENT >LAN
(F$'000)

1981 1982 1983 1985 1985 Total

Sales projections 2,036 2,076 2,117 2,159 2,202 10,590
Eighth Development Plan 1,200 1,300 1,ko0 1,550 1,700 7,150

Source: Mission estimates and Eighth Develooment Plan.

7.9k Brined Ginger. Brining entails the immersion of washed
immature ginger in brining pits filled with a soiution of sodium
sulphate. Brined ginger is the raw material for syrupped ginger.
The National Marketing Authority (NMA) came to be involved in brined
ginger on a large scale, as an alternative means for disposing of

substantial surplus ginger.

T.95 On the surface the market for brined ginger in Japan is
exceptionally attractive. Annual imports which had averaged

26,000 tonnes between 1971 and 1977 jumped to LlL,000 tonnes in 1978,
and are currently estimated at 30,000 tonnes l/. Traditional suopliers
are Taiwvan (86 ver cent) and Philiopines/Thailand (13 per cent)

with China providing an increasing amount of the balance of 150 tonnes.

1/ Source: TETRO.
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796 Pmmtltltm for brined gincer sunnly to Janan is cut-throat
and Taiwvan manases, if not manipulates, the supply. Since entering
the narket in 1978, China has increased exports to approximately

S0 tonnes leaving an estimated rotential for Fiji at around 100 tonnes
per annum. Malaysia has recently decided to disimantle a newly
erected ginger brining and drying factory, in Sabah, vhich had been
installed for the purpose of exporting brined ginger to Japan.

All these factors combined make it unlikely that Fiji could comvpete
for the Japanese market on a continuing basis. Therefore, the
mission sz2es no prospects for brined gincer exports to Japan from

Fiji.

T.97 Syrupped and Crystallized Ginger. Syrupped and crystallized

ginger have a variety of uses in the fcod and confectionary
industry; in the latter case crystallized ginger is a speciality.
Taiwan, China and Hong Kong export large quantities at low
prices, and account for an estimated 78 per cent. Austraiia

is reported to supply the highest quality ot syrupped ginger,
vhich is from the same rhizome as that grown in Fiji. Australia
exports approximately 900 tonnes annually representing 17 per
cent of world exports.

7.98 Trade statistics suggest a total world market of some
5,500 tonnes syrupred and crystallized ginger, of which the

EEC accounts for Th per cent, Australia and New Zealand for

12 per cent and the USA for 4 per cent l/. Importers believe
that the syrupped and crystallized sector of the market will
expand faster than the total ginger market. Indeed, Fiji's
exports of the processed product increased by 50 per cent from

155 tonnes in 1980 to 233 tonnes in 1981.

1/ Source Queensland Departaent of Primsry Industries,
Also FINTRAC International, 1980, and Fiji Exporters, 1982.
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%24 Piji
over most ginger exporting countries. Firstly, because the ginger
rhizome is ideal for confectionary ginger (see also Annex 7.3).
Secondly, because sugar, a vital ingredient, is produced locelly.
It is estimated that sugar accounts for 50 per cent of the f.o.b.
value of syrupped ginger, and for around 80 per cent of the f.o.b.
value of crystallized ginger. Those ginger producing countries
that depend upon imported sugar are at a price and rav material
disadvantage vhen compared to Fiji and Australia. Thirdly, Fiji
as an ACP/EEC member state, has duty free access to the

European Common market vhich is a growing consumer of syfupped
and crystallized ginger. Fiji's ACP/EEC association adversely
affects China (PR), Taiwvan, Hong Kong, and Malaysia, leaving

Fiji with a market which is virtually uncontested except

by Australia.

T7.100 On the assumption that local exports for Far Eastern
countries will maintain the 3,500 tonnes level, the notential
available to Fiji would be a market of 1,100 tonnes of high

quality syrupped ginger, in whi:zh Australia has secured a 46 per cent
share due to aggressive marketing by Buderin Ltd. Moreover,

total ginger exports worldwide prior to the 18 per cent drop

in 1980 showed only minimum growth of about I per cent per annum
over a ten-year period l!. Hence, the vitality in the internationel
ginger market is in the high qualit - processed product rather

than in the high volume low cost product. Consequently, although

Fiji exporters will probably achieve a sales target of L0OO tonnes

l/ Source: International Trade Centre UNCTAD-GATT.
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of syrupped ginger in 1982, 250 tonnes will be in the form of
crystallized ginger destined foi the Australian market. Exporters
estimate Fiji's potential in the Australian market at around

600 tonnes annually, or 75 per cent of that market.

7.101 The Fiji end-product, however, is considered to be
inferior to the Australian product, and without tie backing

of a substantial promotion campaign there would be little hope
of switching customers or expanding a market whose average annual
growth is only around i per cent (see Table 7.8).

Table 7.8: AUSTRALIA: TOTAL APPARENT CONSUMPTION OF GINGER,
SYRUPPED AND CRYSTALLIZED (TONNES)

1976/17 1977/18 1978/79 1979/80

Estimated
domestic sales 739 693 T40 n/a
Imports
in syrup 42 3] 68 n/a
crystallized 11 24 o n/a
Total market 192 758 85k 91
T.102 Buderin's request to the Australian Industries Assistance

Comnission for continued tariff protection was approved by the
Ministry for Business and Consumer Affairs on March 11, 1982
(see Annex 7.h). Fiji continues to enjoy duty frec access.
Nonetheless, Buderin can look to tariff protection should
imports challenge their position in Australia's domestic market.
Consequently, Fiji exporters will be unwise to see imports into

Australia exceeding, say. a maximum of 500 tonnes annually Yy .

1/ This is subject to political negotiation between Fiji and
Australia under SPARTECA agreement or under bilateral cooperation.
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7.103 Although Australia is Fiji's main competitor, she is
performing a vital marketing function in identifying and testing
market omnortunities whizh are well beyond Fiji's marketing skills
and financial resources to carry out. The strate.y should be

to monitor carefully every Australian activity in eech market

and follow closely behind with products that are equal in quality
and price; thus presenting Fi)i singer as a viable alternative

to Australian. An outline of Puderin's operations is set out

in Annex T.k.

7.10k4 Dry Ginger. World exports of dry ginger amounted
to 9,700 tonnes valued at U5$9.7 million (F$1C.4 million).
The dry ginger market has remained relatively static since
1976 with average annual exports of 9,895 tonnes. However,
prices have declined sharply from US$1.50 per kilo in 1978 to
US$1.06 ver kilo in 1980. The bulk of internationel trade is
limited to relatively few countries. India and China account
for about 45 per cent exports, and are followed by Nigeria,
Sierra Leone, Australia, Bangladesh, Jamaica, Nepal, Indonesia,
and others. Dry ginger from Jamaica and Sierra Leone

are rated highest quality due to superior flavor and clesn

appearance.

T.105 Chinese ginger is favored by grinders in the USA and
West Germany due to its appearance. But in volume terms Cochin

ginger from India is the most important.

T.106 The USA, United Kingdom and Saudi Arabia account for

55 per cent of all imports, followed by Japan (1,000 to 1,500 tonnes),

Western Germany (900 to 1,000 tonnes) and Canada (659 tonnes).

7.107 Dry ginger is used either for grinding or for the
extraction of ginger oil and oleoresins. The latter

are primarily destined for use in the beverage industry and
confectionery products. Saudi Arabia uses dry ginger for flavoring
coffee and imports 90 per cent from India as part counter-

payment for oil purchases.
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7.108 Fiji dry ginger is considered inferior to most dry
ginger. Two principal reasons are: high moisture content and
low o0il content. On average the conversion ratio for fresh to
dry ginger in Fiji is 7:1, which is excevtionally high and
uneconomic. Fiji dry ginger f.o.b. price in 1980 was US$1.03
compared to US$0.80 from India.

7.109 Even assuming the high conversion rate can be reduced
to 5:1 the poor quality of dry ginger will prevent Fiji from
competing on world markets. Balthan International has decided
not to install their new drier until an improved quality of
green ginger is available. Consequently, unless MAF experiments
vith the Jamaican variety prove successful and are adopted
before 1985, earnings forecasts of F$500,000 are out of the

question.

T7.210 If FijJi is to compete effectively on the world market,

dry ginger policy, as in all other export products, should be

to seek the maximum price and compete at the top-level of the

market with the highest quality product. If Fi}i cen grov and

market 8 dry ginger equivalent to the Jamaican variety, there

is a unique opportunity for securing a major share of the 1,000 tonnes
premium dry ginger sector currently shared by Jamaica, Sierra Leone
and Nigeria. Table 7.9 indicates high and low prices per type

of dry ginger for the period 1979-80 and emphasizes the potential
opportunity for Fiji.

Table 7.9: MONTH-END QUOTATIONS FOR DRY GINGER, LONDON

(Us$/xg)
Jamaica v/ Sierra Leone g/Nigerian split 2/ Cochin 3/
High Low High Low High Low High Low
1976 9.2 9.4 2.53 2.0 2.25 1.7 1.25 0.80
1980 7.4 3.4 2.0 1.16 1.7 1.2 0.80 0.67

1/ F.0.B. shipping weight.

2/ Spot, ex-store or ex-wharf.

3/ Forward shipment, first nosition c.i.f.

Source: ITC UNCTAD-GATT, 1032.
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7.111 At US31.03 kilo f.o.b, Fiji could not compete with the
massive suprlies from India (Cochin) at US30.3C ner kilo c.i.f.,

nor could Fiji compete in quality with Nigeria at US$1.20.

T.112 The oprortunity exists for Fiji to secure a major share
of the high quality/high price end of the dry cinger market which
is currently overpriced and undersupplied. Jamaica's exports are
now only about one tenth of the annual 2,000 tonnes levels achieved
during the 1960s and early 1970s. Since then with mounting labor
costs forcing nrices up to US$7.40 per kilo Jamaica is gradually
pricing itéelf out of the market. At the same time supovlies from

Nigeria and Sierra Leone have continued to decline in recent years.

T.113 Fiji should seize the opportunity to become a major supplier
to this market segment, in which the United Kingdom accounts for
about 320 tonnes, Canada 32 tonnes (largely for Canada Dry ginger
ale) and West Germany 83 tonnes. In 1974, Balthan International
obtained from Jamaica a supply of Jamaican material. This is
currently held by the Ministry of Agriculture and Fisheries as
rootstock and should he tested to establish its suitability for
growing under Fiji conditions. In the event that tests prove
satisfactory, and allowving for lead tirme development, Fiji would
have little difficulty in exporting 100 tonnes at F$2.00 per

kilo achieving F$200,000 in 198k, rising to F$660,000 in 1985.

By 1986 exports at F$1 million could be reasonably expected.

Export Prospects and the Need for a Single-Channel Marketing
Organization

7.11L Exports of processed ginger from Fiji are handled by

twvo Joint venture companies, both competing in the same overseas

markets, and both having implicit Government involvement.
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T.115 Balthan International Ltd. operates a joint venture

with Butland Industries Ltd. of Auckland. Equity structure:
one-third Balthan International (Fiji); one-third Butland Industries
Ltd. (NZ); one-third FiJian Affairs Board through Central Pacific
Investments. Butland equity (49 per cent) was acquired by the
Kraft Corporation (USA) in 1982.

7.116 Tropical Food Products Ltd. (TFPL); the second major
exporter of ginger, is jointly owned by the National Marketing
Authority (NMA) with 51 per cent and Tasty Products Ltd. of
Auckland, N.Z. with 49 per cent.

T7.117 It seems that it was the Govermment's wish to establish
tvo companies in competition, possibly on the grounds of fair
trading. With hindsight, it is now evident that the first joint
venture company should have been given every opportunity to become
financially viable, having secured a firm foothold in export
markets, before permitting the setting up of a second joint venture,
least of all with the main competitor in Nevw Zealand. The situation
is complicated by the active involvement of official bodies in

both companies,

7.118 The problem is further compounded by Butland's disenchantment
with the whole matter and their desire to withdraw from their
Joint venture with Balthan International.

T.119 Continuation of the current situation whereby Fiji's
two principal exporters are squabbling among themselves does
not enhance Fiji's credibility, and could prejudice any possibility

of achieving the export objectives for syrupped and crystallized
ginger.

71.120 There would appear to be only one solution. The responsibility
for all export marketing of ginger s! .4 be placed with one
Joint venture company only, until the Fiji processed ginger industry
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has become commercially viable, its credibility restored,

and its reputation establishned in international markets.

7.121 This applies in particular to crystallized ginger for
vhich FijJi's bdrown sugar is unacceptable in overseas markets,
although Balthan's clarifying process is a major step frrward

in overcoming this problem.

T.122 In this respect it is recommended that research should

be carried out in the "Health Foods" sector, to test the potential

for crystallized ginger made with brown sugar as a speciality

product exclusive to Fiji. This would also enable valuable marketing
experience to be gained as a prerequisite to setting up a manufacturing
plant locally once white sugar is available.

T.123 For present planning purposes, it is evident that the
greatest growth of markets for processed ginger is likely to be

in the EEC where demand for confectionery items, particularly

high quality gift packs, is consistently steady. Fiji's strategy
should be to exploit her ACP/EEC duty free entry facilities on the
heels of Australia. Given the most favorable trends, forecast
exports are set out in Table T.10.

Table 7.10: SYRUPPED GINGER EXPORT SALES PROJECTIONS
COMPARED WITH THE EIGHTH DEVELOPMENT PLAN

1981 1982 1983 1984 1985 Total

(Actual)
Forecast tonnes 233 Loo 500 550 600 2,283
Forecast F$'000 480 780 92k 1,033 1,126 L,303
Eighth Development
Plan F$'000 300 L89 350 Loo 450 1,950

Source: Mission estimates; Eighth Nevelopment r.dan.
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Conclusion

T.124 Based on the foregoing it is evident that earnings
projections for ginger as estimated in the Eighth Davelopment

Plan fall short of reasonable expectations for fresh ginger and
syrupped ginger, but are excessively optimistic in respect of dry
ginger. A realistic estimate for 1981-1985 is set out in Table 7.1ll.

Table 7.11: REVISED ESTIMATED EARNINGS FROM GINGER (1981-1085)
(F$'000)

1981 1982 1983 1984 1985 Total

Fresh ginger 2,036 2,076 2,137 2,15 2,202 10,590
Dry ginger nil nil nil nil nil nil
Syrupped ginger 480 40 o2k 1,033 1,126 4,303

Total 2,516 2,816 3,041 3,192 3,328 14,893

Eighth Development Plan 1,550 1,750 2,000 2,333 2,650 10,280

New dry ginger
(assuning Jamaica variety successful) 200 66c 860

Revigsed total 3,392 3,988 15,753

Source: Mission estimates.

Recommended Ginger Strategy

T.125 Performance against targets set will be dependent to some
extent upon factors outside FiJi's ability to control and exports
are more likely to fall short of expectations than exceed targets.

An appropriate strategy would be as follows:

(a) Fresh Ginger. Accept risk of F$300,000 cumulative
shortfall by 1985;

(o) Syrupped Ginger. Accept risk of Australian competition

and slow penetration of FEC markets resulting in cumulative
shortfall of F$200,000 by 1985;
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(c) Dry Ginger. Proceed urgently to offset total shortfall
of (a) and (b), i.e. F$500,000,by nsuring new variety
available in 1984/85 producing F$500,000 out of estimated
F$860,000 total in the Eighth Development Plan;

(d) set up a single-channel joint venture marketing organization;

(e) appoint sole agents for Fiji syrupped ginger in all

nev markets opened up by Australia; and
(f) maintain highest quality in selected market segments.

Fresh Pawpaws

Market Selection

T.126 Export opportunities for pawpaws cultivated on a commercial
basis will be limited to markets served by direct air transport
connections with ¥iji. Cargo transfers result in rapid deterioration
of soft fruits, notably pawpaws and mangoes. Canada, New Zealand,
Japan and Australia gualify as potential principal markets

(see Table 7.12).

/
Table 7.12: FRESH PAWPAWS - POTENTIAL EXPORT MARKETS 1

Tonnes F$'000

Canada 2/ 1,500 600
Nev Zealand 3/ 1,250 500
Japan E/ 2,550 1,020
Australia 3/ 3,000 1,200

~ Total 8,300 3,320

1/ At average export prices of F$0.40 per kg f.o.b.

Snurces:

2/ Mission estimates.

3/ NZ Importers.

L/  JETRO

5/ Fiji Exporters' estimate.
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T.127 An average f.o0.b. price of F$0.40 per kilo amounts to
approximately NZ$12.50 per carton. This is the average auction
price at the Auckland wholesale fruit and vegetable market.
It also conforms to the c.i.f. price in Japan, inclusive of
air freight costs at current tariffs (see Annex 7.1 on
transportation). Prices assumed here compare favorably with
those of pawpaws from the Cook Islands, whose average auction
price is NZ$1L.0 per carton of 8 kilos. Sales commission is
10 per cent; air cargo is about NZ$L.S5C; inspection and cartage
from airport to market average at NZ$0.50; and the cost of the
carton is NZ$1.50. Subtracting these costs from average auction
prices, yields an expected average net revenue of about

i N2$6.00 per carton of 8 kilos, or an exported f.o.b. Fiji price
of F$0.53 per kilo.

Impact of Air Cargo Limitations

T.128 Existing cargo carrying constraints will restrict

the attainable potential for pawpaws or, for that matter, for any
other produce to a maximum of about 10 per cent of total estimated
exports, i.e. to 884 tonnes, generating an estimated F$353,600.
Fiji is not served by air cargo carriers, vhich would normally
lift 25 to SO tonnes according to aircrafi type. The islands

are dependent upon available load capacity on scheduled passenger
flights to market destinations. In fact, available capacity
rarely exceeds an average of 1 tonne per flight and even this

may prove to be optinistié. Table 7.13 shows the resulting
expected yearly export potential of fresh produce.

Table T.13: EXISTING AIRCARGO CAPACITY AND RESULTING YEARLY EXPORT
POTENTTAL OF FRESH PRODUCE 1/

Destination Flights weekly Average load Total p.a.
No. tonnes tonnes
Vancouver 2 1 104
Auckland 6 1 312
Tokyo 3 1l 156
Sydney /Melbourne 6 1 312
Total 17 1 88k

1/ Shipped in fairly small parcels, not alloving for special
charters.

Source: Mission estimates.
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Market Characteristics and Export Prospects

T.129 Pavpavs are subject to bruising in handling osnd transit
vhich detracts from consumer appeal, spoils visual presentation
and results in lover auction prices. Consequently, great cere
needs to be taken in packaging and disnlay, with incremental costs
being absorbed into the exporter's margin. Packaging as currently
done in the Cook Islands, Fiji's main competitor, offers inadequate
protection and lacks essential market appeal for a high priced
product.

7.130 Usual packaging consists of 8 kilo cartons packed with
nine fruits each, individually wrapped in mesh-knit sleeves and
separated by cardboard dividers (see also Annex 7.7, Packaging
for Air Transport).

Canada

7-131 Export statistics by countries of destination and relating
to pawpaws are not available except as a component in a generic
listing. Fiji exported & total of 23 tonnes of pawpaws and
mangoes in 1980. A recent survey of the Canadian market done

by Canadian consultants for the Fiji Govermment did not succeed

in obtaining quantifiable data of information on market tremds for
pavpavs. Fiji exnorters have established connections in

British Columbia and the Prairie Provinces and achieved exports

in conjunction with CP Air, amounting to 4l tonnes of pawpaws and
mangoes in 1981. Exporters maintain that the limit of 104 tonmnes
could be achieved subject to supplies being available, but agree
that without increased cargo facilities higher expectations

would be unrealistic.
Kev_Zealand

7.132 There is a frowing demand for exotic tropical fruits

for the tor end of the market. Contrary to general belief,
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vevpawvs and mangoes are rarely purchased by the Asian and Pacific
communities in New Zealand. Principal purchasing groups are the
more expensive hotels and restaurants. The preferred variety

ies sold.

T.133 Pawpaws fetch high prices in the New Zealand auction )
markets. averaging NZ$12.50 per 8 kilo carton of nine fruits,

i.e. an average price per pawpaw of NZ$1.40 or F$1.00. Tov vrices

of NZ$1k.00 per carton are obtained around Christmas. Sales

during the peak season, from October through March average 1,200

cartons per week. Supplies in the low season drop to around 600

cartons due to the dependence upon a single supplier at the

present time.

7.134 The Cook Islands are virtually the sole all-year-round
supplier, air freighting up to 12 tonne: per week to Auckland

from Reratonga during the pesk season. The Cook Islands export
pavpaws to Japan as vell. Western Samoa and Tonga do not export
at all. Fiji exported 100 tonnes in 1981.

T.135 Fumigation is mandatory, before shipment or on the aircraft.
Recommended is the use of Ethylene Dibromide, for two hours, at the

rate of 22 gr per cubic meter, 22°¢ or above.

7.136 Current exports of 100 tonnes yearly are low, bearing

in mind the high level of demand. Air transport constraints

are the main limiting factor. Fiji exporters who are reluctant

to take risks inherent in shipping, are buying pawpaws and mangoes
at fixed prices for the New Zealand auction markets. This indicates
that the price differential between farmgate and the overseas

market is too narrow to accommodate auction price variations,
especially in the case of highly perishable produce. The fact

that Raratonga pewpav exporters are confronted vith the same problem,
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and have further to travel, implies that the problem is not v
insuperable. In other markets forward prices for pawpaws and
mangoes are rarely negotiated except where the closest
collaboration exists between exporter and overseas agent.

T.137 Pavpaws and mangoes are not separately listed in

Nev Zealand trade statistics. However, the main traders in the
Auckland market handled last year about 240 tonnes of pawpaws
and 84 tonnes of mangoes, indicating a ratio of 3:1. If pawpav
exports to New Zealand from Fiji could be increased to the limit
of current air cargo capacity, the country could sell 312 tonnes

yearly, for an estimated F$125,000 of revenue.

Japan

T.138 Imports of pawpaws into Janan remained unchanged between
1978 and 1980, at an average of about 2,500 tonnes yearly. Prices
increased by an average of T per cent per year. The country's
imports of 2,537 tonnes were valued at Yen 265 million c.i.f.

(see Annex 7.6).

T.139 Fiji is very poorly documented on the Japenese market
and field research work carried out in 1981 provides little
information on which to formulate proposals. Recent visits

v the Director of the Economic Development Board and by the
General Manager of the National Marketing Authority have indicated
gc>d opportunities in selected product categories including
pawvpaws and mangoes. Working relations have been established
with a leading Japanese importer and distributor.

7.1k0 The Japanese fruit and vegetable trade is serviced by
140 wholesale markets, of which 18 are in Tokyo. Importers supply
produce direct to the wholesale markets vhich in turn sell

to fruit brokers, retailers, catering establishments and speciality
stores. In certain cases, importers will sell directly to large

buyers such as supermarket chains, etc.
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7.1 There is froving demand for exotic tronical fruits

in the top end of the market and in the catering sector. Imvorters
believe that this market segment will expand steadily during

the next five years, particularly in regard to pawpaws. There is
year round demand for pawnaws of the Solo variety. Hawaii

accounts for 10 per cent of all pavpaw imports into Japan.

T.1k2 In the absence of wholesale and retail shelf prices,

cost calculations are based on official trade statistics. The
1980 imports of 2,537,513 kilos were valued at Yen 1,265,264,000
¢.i.f. This equates to F$4,866,000 or F$1.92 per kilo. Deducting
air cargo costs of F$1.51 per kilo results in an expected

f.0.b. price from Fiji of F$0.40 per kilo. Mission recommendations
are to assume F$0.34 per kilo f.o.b., thus allowing for around

20 per cent flexibility.

7.143 Only packaging to the highest quality and presentation
specifications is acceptable in Japan. It is recommended that
OECD standards should bte adhered to. (See Annex 7.7).

7.1k Fumigation is not mandatory according to the Fiji

National Marketing Authority. All consignments are insnected
in accordance with plant quarantiné laws on the aircraft or in
bonded warehouses. Sanitation clearance is given by officials
from the Ministry of Health in accordance with food sanitation

laws.

7.145 Most of the so-called obstacles to market access in

Japan are more perceiv :d than real. The Japanese are quality

and price conscious. Imnorters are concerned about the status

and credibility of the exporter. Decisions are taken on a collective
basis, and only when the importer is assured of the exvorter's
capability, determination and commitment will a decision be taken.
Once the decigion to proceed has been taken, Japanese businesses

have a reputation for sustained loyalty and assistance to their

suppliers.
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T.1h6 A recent mission to Japan by Fiji authorities points
1o opportunities for Fiji pawvpaws in the Japanese short seasch,

i.e. in the period »f Low supnly from Hawaii. Balthan International
have an inquiry from Hitsui Corporation for 10 tonnes vper week.
Accordingly, the mission has made a conservative forecast of the
Japanese market for Fijian pavpavs of about 156 to@es yearly,
valued at F$62,000 and limited by air cargo capacity.

Australia

T.147 This market wvas not covered by the mission. Exports

of pawpaws from FijJi to Australia are undocumented or non-existent.
Potential exporters maintain that, although Australia produces
pevpaws, supplies fall far short of demand and a marlet exists

for up to 5,600 tonnes per year.

Consclidated Export Prospects for Pawpaws

7.148 Air cargo capacity is assumed to improve marginally
to all markets, allowving a 5 per cent growth rate per year in
general and 10 per cent to Japan; f.o0.b. prices are assumed
to remain static. The missi‘on's consolidated forecsst for

pevpaw exports from Fiji over a five-year period are, thus (in F$'000):

Year 1 Year 2 Year 3 Year Year 5
Canade 5% 42 Lk L6 48 50
Nev Zealand 5% 125 131 138 1kh 152
Japan 10% 62 68 75 82 a0
Australia 5% 125 1k 138 1Lk 152

Total B T M8 Lk
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Fresh Mangoes

T.1k9 World production of mangoes in 1980 was 1k.3 million tonnes,
with India accounting for two-thirds of this amount, see Table T.1lbk.
The growth rate of production is apparsntly about U per cent

annually.

Table T7.li: MANGOES - WORLD PRODUCTION (1978-80)

(TONNES '000)
1978 1979 1980
India 9’om 993% 99500
Brazil 670 680 690
Mexico skl 566 610
Others 3,54k 3,525 3,543
Total 13,755 1h.0T1 14,343
Source: FAO.

Market Selection

T.150 Precise details on the size of the export market for
mangoes are not available (without examining customs' records

in each country) as foreign trade data include mangoes in a
category described as "mangoes, avocados, etc., fresh". However,
it is known that Japan, Australia and New Zealand represent good
export markets for FijJi's production. Fiji has an advantage
over some other producing areas in this part of the world as its
harvest period precedes that for the Philippines and extends
somevhat beyond the reported harvest period for Queensland,
Australia.

T.151 Fiji has been exporting small quantities of fresh
mangoes to Australia and New Zealand for many years. In 1979,
fresh mango exports reportedly totalled 82.5 tonnes valued at
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approximately F$75,000 equal to about F$0.91 rer kilo. These
were shipped by sair to Australia, New Zeaiand, Japan and Canada.
Reportedly due to a poor harvesu, exports in 1980 declined

to 57.5 tonnes.

T-152 Export opportunities for fresh mangoes will be limited
to markets served by direct air links with Fiji. Requirements
of consistent quality ind guaranteed quantities limit supply

to fruits obtained from controlled orchards.

7T.153 New Zealand, Japan and Australia are potential orinciple
markets. Table 7.15 shows estimates of current absorvtion capacity

of Fijian mangoes in these markets.

Table 7.15: FRESH MANGOES -~ POTENTIAL EXPORT MARKETS (1980)

Amount Value Y Actual average prices
(tonnes) (F$ - f.o0.b.) obtained in 1980
(F$/kg f.0.b.)

Canada 2/ 3/ 7,700 280,000 0.96

New Zealand =~ T00 280,000 0.57

Japan 4/ 5/ 1,216 486,000 0.78

Australia & 800 320,000 0.86

Total 3,416 1,366,400

1/ Based on a conservatively assumed f.o.b. price of F4%0.l0 per keg.
Sources:

2/ Mission estimate.

3/ NZ Importers.

4/  JETRO,

5/ FijJi Exporters' estimate.

7.154 Cargo carrying capacity is a major constraint as is the

case for pawpaws. Consequently, export prospects will be similar

to those for pawpaws. Assuming f.o.b. price variations to be similar
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for both products, increased export opportunitiés for mangoes

will be at the cost of pawpaws and vice versa, As long as
transportation remains the main constraint, the respective nrospects
for fresh fruits in distant markets will be limited. If production
possibilities outstripred transportation capacity, the latter

constraint would be a major justification for domestic processing.

T.155 For export sales, snecial packaging in small units,
of 6 to 10 kilos, would be necessary. Furthermore, it has been
assumed that a rate of F$0.%0 per kxilo may be obtained for air
shipped fresh mangoes in Australia and New Zealand. This rate
is comparable with the price of fresh vegetables imported into
Fiji from Australia and New Zealand. The cost for exports dy
air to Australia and New Zealand should be aporoximately as

follops:
Mexico F$2.36 c.i.f. = F$0.85 f.0.b.
Philippines F$2.1k c.i.f. = F$0.63 f.0.b.
Fiji F$2.30 c.i.f. = F$0.79 f.o0.b.

Thus, the c.i.f. price should be approximately equivalent with
F$0.82 per kilo.

Market Characteristics |

Canada I

7.156 As for pawpaws (see sub-chapter).
New Zealand

T.157 There is a wide disparity between import data for

mangoes as quoted by the main importers and the official trade
statistics. Importers produced sales analyses to show that the
wholesale market is handling approximately 500 tonnes of mangoes
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annually, vith Mexico as the main supplier. Trade statistics
for 1970,/79, provided by ihe New Zeaiand Trade Commission pub
total imports under a group heading as 102.5 tonnes. Principal
imported varieties are 'peach' and 'juicy', packed uniform in
size, and specified 'medium round'. Popular varieties are:

Tahiti: Mission, Ohurepio.
Mexico: Tommu Atkins, Jubilee, Kent, Keiti, Haden.

India: Alonzo.

Fiji mangoes are considered of inferior quality, being too small
and very stringy.

7.158 Importers in Auckland stress that they can take very
large supplies of mangoes, definitely much larger than what is
offered nov. Trade opinion is that, given rigid quality standards,
correct grading procedures, first class packaging and presentation,
and :ogular supplies, Fiji could take over the total New Zealand
mango market. Current air cargo constraints limit this potentially
large market to 312 tonnes per year, valued at about F$125,000.

Japan

T.159 Imports of mangoes into Japan remained steady between
1978 and 1980 with an average of 1,293 tonnes at prices which
increased by an average of 8 per cent per year. Principal
exporters of mangoes to Japan are Mexico and the Philippines
accounting, together, for 97 per cent of all mango imports.

The Philippines’ share has risen from 21 per cent in 1978 to

43 per cent in 198G. The 1980 imports of 1,216 tonnes were
valued at Yen T17.6 million (see Annex T7.6).

7.160 Fackaging should be similar as discussed for pawpaws.
Color and appearance arc most important. The carrot mango is
popular because of its "eye appeal”. Haden is also in demand,
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The 1980 c.i.f. prices 1/ were:

Th e b I _
AvCm re/sgy
thngaté price 0.10
Package container 0.20
Delivery to airport 0.02

Total f.o0.b. 0.32
Airfreight 0.50

Total c.i.f. 0.82

7.161 From the listed prices of current main sources, it should

be noted that FijJi is well placed to compete with mangoes imported
from Mexico and the Philippines. Fiji prices of around F$0.L0 f.o0.b.
per kilo provide an excellent opportunity to compete effectively

in the Japanese market during October-February, periods of short
supply from Mexico and the Philippines. However, as long as

Fijian supply is limited to existing air cargo capacity, its

maximum yearly market in Japan for fresh mangoes is only 156 tonnes,
valued at about F$127,000.

Australia

7.162 What was stated for pawpaws applies mutatis mutandis

to mangoes. Again, air cargo constraints limit exports to 312 tonnes
per year, valued at F$125,000.

Consolidated Export Prospects for Mangoes

7.163 With increased production of high-quality varieties
of mangoes, extension of the fruiting season through the use

of modern technology, and minimization of the alternate-year-
bearing characteristic of mango trees, a substantial increase
in production for export sales should be possible,

7.164 Air cargo capacity is assumed to improve marginally,
allowing for a 5 per cent per year growth rate, Prices

f.0.b, are assumed to remain static, as a basis for conservative
estimates. In the face of air cargo constraints, the maximum

revenue to Fiji of fresh mango exports can be estimated as follows:

1/ cC.i.f, prices in Australia and New Zealand.

JRSVURIUE
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@w____ = w__ .~ LY . -~ . 1 .- -
igar 4 ilear c iear > ilear % iear >

(F$'000) —

Nev Zealand 125 131 138 145 152
Canada 42 Ly L6 49 51
Japan 62 65 68 T2 75
Australia 125 131 138 1kh 151

Total 354 371 390 k10 429
Maize
T.265 The importance of satisfying FiJi's maize requirements

from domestic resources is significant for three reasons. Firstly,
as is shown in Table 7.16, imports of maize have increased almost
‘six-fold between 1976 and 1981, Maize imports in 1982 will increase
by a further 1 .200 tonnes to around 10,000 tonnes, according

to Crest Mills, the largest feedmill. In addition, 300 to

400 tonnes are purchased from local growers. The absence of
maize-dryers is a major deterrent to increased purchases from
local farmers who are rarely able to meet the 14 per cent moisture
content required for silo storage. Secondly, the landed cost

per tonne has risen from F$170.2 in 1979 to F$199.2 in 1981, an
increase of 17 per cent due in great part to increased shipping
costs. Thirdly, maize is a key ingredient in the production

of chicken feed for the rapidly expending Fiji poultry industry.

In the absence of a domestic poultry industry, the outflow of
foreign exchange for the import of eggs and meat would probably
exceed the country's current bill for imported maize.

The Maize Milling Industries

7.166 There are four feedmills in FijJi: Crest Mills (Fiji) Lta.,
Visama Rice Mill Ltd., Waituri Mills Ltd., in Suva and

Ram Padarath Bros. Ltd. in Ba. Crest, 85 per cent owned by
Australian and New Zealand companies, accounts for two thirds

of all imports.

B/ ]
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Table T7.16: MAYZE IMPORTS (1976-1981)

Year Quantity Value c.i.f. Price per unit, c.i.f.
(xe) (F$) (F$/xg)
1976 1,565,208 307,326 0.20
1977 2,349,k52 533,973 0.23
1978 5,106,789 801,907 0.16
1979 6,719,518 1,113,753 0.17
1980 8,113,133 1,289,322 0.16
1981 9,087,500 1,810,133 0.20

Source: Bureau of Statistics, Suva, Fiji.

7.167 Crest contracts with Austfalian and New Zealand suppliers
for guaranteed deliveries of around 500 tonnes per month.

Crest's two silos can hold 40O tonnes each.

Factors Affecting Supply and Distribution

7.168 Imported maize is shipped to Fiji in bulk, in bags, or
in container loads. Crazst imports in bulk which is discharged
from the vessel directly into hopners at the wharf and transferred

to silos at the factory.

7.169 After processing, Crest distributes feedmixes directly
to large farmers, using compmany transport. For smaller breeders
deliveries are to & central point for individual collection.

The distribution system in current operation could be used
efficiently to receive and transport locally produced maize
directly t? the feedmills, by using the now empty trucks on their
return trip. It would be necesnary, howvever, to set up buying and
collec:ion stations at key points within production areas,

The location of each station would be determined by the volume

of maize to be handled, proximity to local growers, and ready
access to the feedmill vehicle transport routes. Each buying

station would be equipped with weighing equipment, covered

storage space and payment facilities. Buying and collection
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stations should test the humidity of each delivery, and adjust
payment accordingly. Grain with too nigh moisiure conient should
be dried prior to storage. A central grain drier incorporated
in the silo complex is probably the most economical solution to

dry all maize to moisture levels appropriate for storage.

Import Substitution Prospects for Maize

7.170 Demand projections for five years are based on a conservative
estimate of 5 per cent market growth per year. Furthermore,

it is assumed that full import substitution will be achieved

in the fifth year, after equal yearly growth in domestic production
and collection. These assumptions yield the following expected

yearly import substitutions of maize:

FORECAST IN F$'000

Year 1 Year 2 Year 3 Year " Year 5

k62 924 1,386 1,848 2,310

Onions and Garlic

Markets

T.171 The potential markets for these two products consist -

of the imported volumes. For 1980, onion imports totalled
4,430,820 kilos with a c.i.f. value of F$1,140,13k (see Tatle 7.17).
The major source was New Zealand, supplying 93 per cent of the
total, with small volumes coming from Australia and the United
States. The c.i.f. price averaged $0.25 per kilo.

T.172 For 1981, the import volume declined by only 3 per cent
tut the ﬁrice per kilo increased by 77 per cent and the c.i.f,

value by T4 per cent. Imports came from four couatries and
totalled 4,286,722 kil-s with a c.i.:. value of F$1,988,336.
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The major sources vere New Zealand with 60 ner cent of the volume
and ihe United Statles wiih 2% ver ceat. The c.i.f. prices
averaged F$0.46 rer kilo but ranged from F$0.25 per kilo for a
smell shivment from Canada to F30.55 per kilo for that from the
United States. The bulk of the impnrts had an average c.i.f.
price of F$0.43 per kilo.

T.173 Garlic imports in 1980 totalled 706,978 kilos with
a c.i.f. value of F$522,373 (see Table 7.18). These imports
came from eight different countries, or areas, and the fact
that some came from American Samoa and Mauritius suggest that
garlic might vell be produced locally. New Zealand and the
United States were the major and near-equal sources, each with
48 per cent of the volume. The c.i.f. prices ranged widely,
averaged F$0.T4 per kilo, and amounted to F$0.79 per kilo of
garlic from Nev Zealand and F$0.68 per kilo for that from the
United States.

Table 7.17: ONION IMPORTS - 1980 AND 1981

1980 1981

Source Quantity Price per unit Quantity Price per unit
(kg) c.i.f. (F$/xg) (kg) c.i.f. (F$/kg)

Australia 225,539 0.33 676,019 0.48
Canada - - 20,000 0.25
New Zealand 4,119,629 0.25 2,570,099 0.L43
United States 85,652 0.ko 1,020,604 0.55
Total/av. k,430,820 0.26 L ,286,722 0.46
Total c.i.f. value F$1,140,134 . F$1,988,336

Source: Trade Statistics.
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Table 7.18: GARLIC IMPORTS -~ 1980 AND 1981

1930 1981

Source Ouantity Price per unit Ouentity Price per unit
(k) c.i.f. (F8/kg) (kxg) c.i.f. (F$/kg)

American Samoa 569 0.85 - -
Australia 5,208 1.18 21,869 2.76
Canada ' 7,006 0.85 - -
Mauritius 231 1.60 - -
Mexico 8,864 0.72 27,333 1.26
New Zealand 342,731 0.79 16k L1 7 1.56
Taiwan 1,000 0.79 - -
United States 341,319 0.68 366,512 1.09
Total/av. 706,973 0.74 580,131 1.30
Total c.i.f. value F$522,873 F$751,645
Source: Trade Statistics.
T.1Th Likely reflecting nigher vrices, 1981 imports were down by

18 per cent but the average c.i.f. vnrice was up by 76 per cent, the value
increasing by b per cent. The actual volime totalled 580,131 kilos

with a c.i.f. value of F$751,6L45. The major sources were the

United States with 63 ner cent and New Zealand with 23 per cent

of the total. Prices ranred from $1.09 per kilo for shipments from

the United States to $2.76 per kilo for those from Australia and

averaged $1.30 ver kilo.

T7.175 The use of New Zealand and the United States as major
sources for onions and parlic reflects the seasonal availability

of supnlies (northern versus southern hemisphere).

7.176 New Zealand is geared to supoly all year round, in
spite of seasonal production, from a traditionally highly organized

and efficient storage system. Consequently, resort to other sunpliers

has usually been due to occasional seasonal or availability factors.
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However, increasingly high costs of Newv Zealand produce are
likely to change the vattern with greater emphasis on Australian
and USA suppliers.

T.1717 Demand for onions and garlic is rather constant throughout
the year, with a slight increase above averasge consumption from

May through September. Local production is a fraction of domestic
demand, typically 45 to 50 tonnes yearly, with peak harvest

from October-December. Peak supplies from New Zealand are in
March-September, and from the USA in September-November.

Imports from the USA soared from a mere 55 tonnes in 1980

to 1,020 tonnes in 1981 due to rising prices and lower export

stocks in New Zealand.

[l

Marketing Characteristics
7.178 Principal consumers of onions in Fiji are the Indian

commmity. In identifying a suitable variety for import substitution
the mission considered the importance of small size. The most

common imported onions are 1 1/2 inches to 2 inches in diameter,

so called island smalls. The majority of retail purchases

are in single units or very small quantities, and consumer orice

per unit is frequently a determining factor.

7.179 Although thare are a nmber of small importers of
onions and garlic, the greatest volume is handled by three bulk
fruit and vegetable importers located at the two main deepwater
ports — Suva and Lautoka. These large imrorters and wholesalers
import produce by the container-load and have extensive covered
wvarehouse space, as well as adequate cold storage and cold

room facilities. A typical consigmment is: garlic and onions
120 topnes, apples 2,500 cartons and carrots 15 tonnes. The

delivery cycle is two weeks.
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7.180 Customers fall into three categories, i.e. two large
supermarket groups having subsidiaries in all main population
centers, independent grocery retail shops, and small murket
stallholders. Orders are taken in advance from all customers and
are consolidated into container-loads. Arrival of ships is
published in the daily press, and custcmers collect produce

from the varechcuse on a cash-and-carry basis. Bulk coatracts

are normally negotiated with large buyers on a "buyer collects”
basis.

7.181 Transport to destinations inland is by contract baulage,
either by the large fleet operators or by individual fruckers.

Recommended Production and Distribution System for locally
Growvn Cnions and Garlic

7.182 The most economic and efficient system for the handling
of fresh oroduce is by bulk delivery to a central warehouse,

and customer collection against advance order. This applies both
to shipload and truckload. Fiji is already well served by existing
facilities which currently handle and distribute all onions and
garlic. Consequently, the source of supply, import or domestic,

is less important than the requirement for bulk deliveries to

warehouses.

7.133 It is recommended that the existing system amnd distribution
charnels should remain unchanged , and that production should

be coordinated to conform with the existing bulk delivery vrocedures.
Since onions and garlic are suitable for short-term ventilated
storage, production and storage can be better geared to market
requirements than is the case with most other fresh produce.

However, the need to control and coordinate production at the
grover stage is of vital importance if comsolidation imto bulk
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consigmments is to be achieved. This presupposes cultivation
on an estate farm basis, or by smallholders through farmers’'
cooperatives, in order to negotiate bulk contracts with central
wvarehouses. However, harvesting, grading, vackaging, storage
and transport to wvarehouses wuld be the responsidility of the
grover organization and should conform vith the agreed contract.

7.18% This implies the setting up of a collection center
at each estate or cooperative farm unit, equipped with packing
house, a pre-cooling unit and degreening room according to the
area. PFacilities should exist for sorting, washing, cleaning,
grading, trimming, and packaging. The precooling unit would
remove field heat as rapidly as possible. A

7.185 The estate concept and farmers cooperatives would

20 & long vay in avoiding repetition of the potato marketing
difficulties of some years ago vhen smullholders, under contract,
immediately sold to the highest bidder.

7.186 The Sigatoka valley provides good opportunities for
both types of large-scale coordination, in fact, the Sigatoka
Farmers Association is already operating as an effective body.

7.187 Onions should be packed in 20 kilo nylon-weave bags,
following New Zealand and Australian specifications. Garlic
should preferably be packed in cartons vith a content of 13.6 kilos
but in 20 kiloc onion sacks if more convenient.

Implementation and Regulation

7.188 The substitution of imports by local production of
ouions end garlic should be gradual, and should be carefully
controlled. The application of import comtrols will have to
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be Jjudiciocusly handled and geared to ensure that market
requirements are adequately covered from all sources, import and
domestic, during the transition period. Failure to do so will
result in stock build-up to levels which could preempt any
possibil’ty of success and result in onion crop loss similar to
wvhat happened with potatoes. In that event, the introduction

of an adjustable tariff system similar to that currently operated
by the EEC would be recommended. Alternatively the applicatiomn
of a "License on Demand" procedure as currently practiced by

Rev Zealand would not conflict with the spirit of the SPARTECA

accord.

7.189 Volume growth has been static in recent years, but
c.i.f. prices have increased by T8 per cent for onions and by
75 per cent for garlic during 1981. Demand projections for

a five year period are based on average growth at 5 per cent
per year. It is further assumed that full import substitution
wvill be achieved in the fifth year, after equal yearly growth
in domestic production. These assumptions yield the following
expected yearly import substitutions of onions snd garlic:

FORECAST IN F$'000

Year 1 Year 2 Year 3 Year 4 Year S

63k 1,286 1,902 2,539 3,172

Plan of Action

7.190 In concluding the agro-industrial phase of this study,
a plan of action has been drawn up consisting of three general
types of activities: the preparation of feasibility studies;
the development of action programs; and the preparation of
"packages" of techmology, including production timetables,

for each of the six commodities identified for agro-industrial

undertakings.
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Feasibility Studies

Pineapple

T.191 Steps should be taken to authorize the irmediate

conduct of a detailed feasibility study covering a five year

period of plantation production of pineapples and pineapple

processing operations, including land, labor, management, facility
and other capital requirements. Processing should include

pineapple slices, chunks or tidbits, crushed pineapple, pineapple
Juice, fruit salad, and pineapple preserves; operations should

include a cattle-fattening feed-lot. This will require tvo

months of service of an agricultural economist or a business 5
analyst with an agricultural background/training, and a

Fijian counterpart for the same period. They will need to familiarize
themselves with comparable operations in a nearby noncompetitive
country nr area. (An alternative would be to retain the services

of an executive from some basically noncompetitive processing

firm, such as Dole or Del Monte in the Philippines or Dole in

Hawaii.) The output should provide direction regarding whether

a full-scale operation is warranted at once or whether a pilot
operation is in order pending the acquisition of production and
prccessing experience. The estimated cost will approximate

Us$36,000.

Pawpaws and Mangoes

T7.192 Steps shou)ld also be undertaken to authorize detailed
feasibility studies of the commercial production, export marketing
(to the f.o0.b, level) and domestic marketing of pawpaws and
mangoes. The studies should cover land, labor, management,

packaging and facility and other capital requirements for a

period of five years for pawpaws and ten years for mangoes.
This will require two weeks time for each commolity and the
services of an agricultural economist with farm management
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: training and marketing experience. A Fijian counterpart would
be required for the same time periods or four weeks in total.
The output should be "blueprints” for the operations of pawpaw
and mango production-exporting businesses. The estimated cost
would approximate US$30,000. ‘

Action Programs

( 7.193 Action programs should be developed promptly for maize,
/ % onions and garlic. These programs should include, inter alia,
: the following:

? (a) the area(s) in which production will be concentrated;

(b) prospective mmber of farms and hectarages to be
involved (goals);

(¢c) commitment of farmers to produce the commodity or

: commodities;

(d) - arrangements for production loans to finance cost

of inputc;

(e) schedule of farmer-training meetings utilizing
the "packages" of technology developed under the following

section;
: (f) scheduling of supervisory work;

(g) for maize, esvecially, determination of drying facilities

required on the farm and/or at a central location(s);

(h) determination of local assembly points, and storage/

holding requirements of each;

({) determination of additional storage facilities that
. may be required and location(s) of such;

\
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(J) specification of product requirements including grading,
packaging, moisture levels and cleanliness; and

(k) plans for the acquisition of the products by feed
mills (for maize) and by importers (for onions and
garlic) at farmgate prices.

7T.194 This work would require the services of a marketing
adviser familiar with production procedures for one month, working
vith a twvo-man Fijian team of production technicianz. The estimated
cost would amount to about US$20,000.

"Packages" of Technology

T.195 In support of the action programs for maize, oniona

and garlic, and as a guide to the commercial production of
pineapples, pavpaws and mangoes, a "pcckage" of technology

should be prepared for each commodity. This should include,

inter alia, specific instructions and timetables, vhere aprropriate,

regarding:
(a) types of varieties to grow;
(b) source of seed and planting materials;
(c) land preparation; |
(a) planting;
(e) fertilization (kind, amount, frequency of appiica.tion);
(f) pest control (kind, amount, frequency of application);
(g) discese control (kind, amount, heq@cy of application);

(h) weed control (kind, amount, frequency of 'q.pplicction);

(1) cultivation (if appropriace);
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(J) irrigation;

(3.) pruning (if appropriate):
(1) harvesting;

(m) drying (if appropriate);
(n) grading (ir appropriate);
(o) storing (if appropriate);
(p) packaging; and

(q) delivery (if appropriate).

7.196 The information for each product should be well illustrated,
published in bulletins (in such language(s) as appropriate), and
distributed to farmers as part of the extension service package.

The work will require the services of an adviser for six weeks

and six wveeks of counterpart time (three weeks for the vegetable

crops and three for the fruit crops). The estimated cost including

printing of 1,000 copies of each publication, would approximate
Us$25,000.

7.197 Recommendations concerning the marketing of identical
cumodities are summarized as follows:

Ginger. FPeasibility studies should be conducted
immediately to test the suitability of Jamaican rhizomes
for plantation production in Fiji. Material is currently
held by the Ministry of Agriculture and Fisheries.

A successful outcome would open up a lucrative market
sertor vhich has been under-supplied for seversl years.

A prefeasibility study should be commissioned for ginger
and its derivatives and their potential commercial
application as well as other opportunities for increased
utilization of PijJi's ginger resources. Marketing
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consultants should be commissioned to prepare detailed
marketing strategies for ginger products in EEC countries.

Duration: one month.

Canned Pineapple. Preliminary meetings should be

scheduled for discussion of Joint venture vossibilities
between EDB and the New Zealand based companies;

Pawpaws and Mangoes. Marketing consultants should be

commissioned to prepare d~tailed marketing strategies

covering Western Canada, Japan, Australia, and New
Zealand. Duration: three months;

Market Research. There is a serious lack of basic

information and data relating to Fiji products and
potential markets. The International Trade Center
should immediately assist in setting up a documentation,
research and trade information service designed to
accommodate these specific needs.
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CHAPTER EIGHT

PROPOSED INSTITUTIONAL STRENGTHENING

8.01 Although the Govermment's economic vhilosophy remains
primarily market-oriented, Govermment intervention in the Fiji
economy has increased in the last five years (see Table 2.8 for
the extent of Government equity investment as of 1982). A

pattern of this intervention has evolved as follows: providing
infrastructural investments in the transport and public sectors,
e.g. Air Pacific, FijJi Electricity Authority (FFA); setting up
wholly public-owned enterprises in key industries, e.g. Fiji

Sugar Corporation (FSC); and increasing Covermment participation

in Joiri ventures (public-vrivate) in new agro-industrial projects,
e.g. the FiJi Pine Commission and the Batiri citrus complex.

Joint ventures between the Govermment and foreign private enterprises
have become the major form of Govermment intervention in the

agro-industrial sector.

8.02 Due to the sluggishness in private investment
since 1977, and in view of the many profitable but unexploited

oprortunities in agriculture and associated agro-industries
identified in Fi}i, the Govermment created the Economic
Development Board (EDB) in 1981 &s the central coordirating
arency in order to stimulate private investment in agriculture

and agro-industries. Other key agencies are the Ministry of

Commerce and Industry, the Ministry of Agriculture and Fisheries (MAF),
the Native Land Trust Board (NLTB), the National Marketing

Authority (NMA), the Fiji Development Bank (FDB) and the Central
Planning Office (CPO). (See Table 8.1).




LINE
MINISTRIES

MAJOR
STATUTORY
BODIES

Table 8.1: MAJOR AGENCIES IN CHARGE OF AGRO-INDUSTRIAL

DEVELOPMENT IN FIJI

Prime
Minister
Office

Central Planning
office (CPO)

Ministry of
Finance

-

t - .
Fili Develovment

] Bank (FDB)
L

Fiji Develonment
Bank
Nominees Limited

T

Ministry of Ministry of
Agriculture and Commerce and Ministry of Lands
Fisheries (MAF) Industry
R i ?
| i :
National Economic Native lLand
Marketing Develorment Trust Board
Authority (NMA) Board (EDB) (NLTB)
Native Land
Development
Corporation
(NLDC)

Parent Ministry-Statutory Body Relationship.

------ Autonomous Relationship.
Source: World Bank-2k393.
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8.03 The various forms of Govermment interventioa in the

Fiji economy generally aim at removing merket failures or

rigidities in specific markets, e.g. in the rental land and
marketing system; and/or at lessening the high risk aversion
attitude of private entrepreneurs toward new investment opportunities
because of initially high investment costs, inertia and lack of
kxnowledge. However, in the case of agro-industries, the ad hoc
nature of Government interventions has led to & number ¢“ unintended

counsequences.

8.0k The agencies (line ministries, statutory bodies and

other agencies) in charge of agro-industrial development have
conflicting Jurisdictions due to a lack of proper demarcation

of recponsibilities as well as a lack of clarity in their initial
mandates. For example, in addition to its basic land

administration function, the NLTB has assumed the conflicting role

of a commercial entity investing in nev agro-industrial activities
through its wholly-owned subsidiary, the NLDC, and this often

in competition with potential private investors. Anochevr example

is the EDB, a statutory body created to stimulate private iavestments,
which at present also cecries out reguiatory and policy functions
previously falling under the Jurisdictiop of line minmistries,

i.e. licensing of nev fiwms, deciding on the appropriate package

of incentivzs, allocating lots of land within industrial estates, etc.

8.05 The increased equity investment holding by the Govermmeut
is now spread over a number of statutory bodies, i.e. NMA,

FDB, the Fijian Affairs Board, 3/ and the Unit Trust Ltd.
Consequently, the lack of coordination between the activities
of the different agencies has prevented the emerzence of an
integrated agro-industrial develorment strategy and made the

delivery of supporting services inadequate and inefficient.

1/ A statutory body under the Ministry of Fijian Affairs and
Rural Development. The Fijian Affairs Board is desiened
to increase ownership ty indirenous Fijlians in existing
and newv firme, '
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Demarcaiion of Responsibility: the Ministry of Commerce and Industry
vis-a-vis the Economic Development Board (EDB)

3.0€ It is the mission's view that rezulatcry and treade
nolicy functions must be kept separate from advisory, extensicn
and support services to private investors. The latter should
appropriately be under the EDB Jurisdiction while the former
should be placed under the jurisdiction of line ministries.
These ministries have accumulated specific knowledge over the
vears about their resvective sectors and are therefore in a
better position to regulate and supvort the devélopment of
projects in their sectors. Where the capacity exists, line
ministries should prepare, identify and evaluate public investment
projects in their respective sectors, and this in coordination
with CPO.

8.07 Because of its autonomy as a statutory body reporting
directly to the Prime Minister, the EDB took over most of the
regnlatory functions (see paras. 3.14-3.19) from its former

parent, the Ministry of Commerce and Industry. As mentioned

above, this is in aadition to its two major functions of investment
promotion and administration of incentives. In his capacity

as the Chairman of the Business Industrial Development Committee
(BIDC), previously chaired by the Permanent Secretary of Commerce
and Industry, the Director of the EDB performs broad policy-making
functions such as recommending the approval of investment projects,
the appropriate package cf incentives to potential investors,

and the degree of monopoly or competition to be sllowed in a
rarticular industry. With the exclusion of the Ministry of Commerce
and Industry from the BIDC, the debate on trade policy issues

at the level of senior »fficials has been curtailed while jurisdictiorcl
disputes over both regulatory and policy-making functions have

to be adjudicated at the Cabinet level.
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8.08 While the EDB should play a catalytic rocle yjis-a-vis

the private sector in the economic development of the country,

its effectiveness will depend on the cooneration between the

Board and other Government agencies. This appears particularly
true between the Economic Development Board and the Ministry

of Commerce and Industry, the Ministry of Agriculture and Fisheries,
the National Marketing Authority and the Native Land Development
Board. The need to provide adequate support for private

sector agro-industries requires that all the agencies coordinate
their efforts since sectoral responsibilities for agro-industries

fall eimultaneously within the Jurisdictions of each one of them.

8.09 In order to foster inter-agency coordination between

the line ministries and minimize jurisdictional disputes, the
Officials' Committee of the BIDC should be rotationally chaired

by the Permanent Secretary of the svonsoring Ministry, e.g. Agriculture,
Energy, Commerce and Industry rather than having the permanent
chairmanship exclusively retained by the EDB. Where the EDB

has been involved in the project preparation, it would be advisable
for the Board tc be present at the Officials' meeting in a
consultative capacity. At the same time, officials from all
interested ministries ought to have the opportunity to attend

as they will have to brief their Ministers for the BIDC, This
safeguard becomes narticularly important when an interdepartmental

consensus has not been achieved.

Areas of Responsibility: Identification and Preparation of
Private Sector and Public Sector Projects

8.10 {n a small country like Piji, it is useful for the
Covernment to have two central bodies to stimulate project
identification and assist other institutions in their project
rreparation: one for public projects (CPO) and one ior vrivate
proJec.s (FDB). Their roles ought to be separate hecause of the
difference in the project selection criteria, the sources of

financing and the degree of public scrutiny.
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8.11 The EDB has not so far served as a "one-stop shop"
for private investors, because of the lack of clear demarcation
between its major role of assisting private investors in vroject
identification and preparation and that of the line ministries
and CPO in identifying and preparing nublic projects. The
unusual position of the EDB as a statutory body, with no parent
line ministry excent for the Prime Minister's Office, has
contributed to jurisdictional disputes between line ministries
and the EDB. It is the mission's view that EDB should assist
rrivate investors in project identification and preparation
vhile line ministries, with the CPO as the coordinating agency,
remain in charge of identifying and preparing public sector
rrojects. The rationale for this delineation of responsibility
is explained below.

8.12 Private project identification in agro-industry is
usually performed by the private firms themselves although they
may use the services of consulting firms on some occasions.

The criteria used by firms to select projects is tied to their
goals, ownership structure, cost of capital and risk preferences.
The Government intervenes in this process in two ways. First, the
Government has an obligation to produce a set 6f guidelines

and regulations to ensure that private capital is invested in

such a wvay that the national interest is served. These guidelines
ought to be clearly spelled out and easy for vrivate entrepreneurs
and Government officials to understand. They ought to be consistent
and well documented with a clearly defined decision-making

process vhere approvals are required. Second, the Government of
Fiji should aseist private investors in financing required
research on potential agro-industrial opportunities and disseminate
the resulting information concerning markets, costs, policies

and programs. (See the proposed functions of an information

unit within the ED8, para. 8.3l).
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8.13 Public vrojects are, by their very nature, different.
They require expenditures of public funds and often some degree
of direct Government involvement, e.g. management. The criteria
used deals with social rather than private considerations.

These projects are allocated to line ministries and statutory
bodies in the context of the five year development plan or the
annual budget process, which is now in its second year of implementsation
in Fiji. Cabinet decisions may not be necessary as {inisters

may have the Juricdiction to approve or disapprove individual
vroject pronosals. Such vrojects are carried out within existing
or new policies. Project evaluation procedures are carried out
or commissioned by the line ministries according to macroeconomic

and social criteria broader than private financial coasiderations.

8.14 Public nrojects, large and small, must be identified
by the Government. Line ministries are more capable of doing
this because they are closer to the industries they serve and
therefore more familiar with the opportunities which exist.

) Where project preparation capability is lacking, i.e. at the MAF and
the Ministry of Commerce and Industry, the services of foreign or local
consultants can be used while the line ministries develop their
own capacity. At the next stage, however, project preparation
will usually involve more than one ministry because of overlapping
interests. The Central Planning Office should assist in this
process by stimulating Government project identification and
preparation within and between line ministries and statutory
bodies,

The Ministry of Agriculture and Fisheries (MAF)

3.15 The list of agricultural crons which have been identifiad
cver the years as profitable agro-industrial opportunities
in Fiji is long and yet the country's export commodity base is

narrow and the degree of self-sufficiency is low. An important
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obstacle has been the weak agricultural research capacity and

the inadequate statistical base within the MAF (see also Annex (.2,
the Training Proposal). Moreover, the mission felt that the MAF
in conjunction with the Ministry of Commerce and Industry should
improve the flow of information with regard to the domestic
agricultural market, particularly orices, grading requirements,

prospective and current market offerings and demand (by repgion).

8.16 One indicator of this lack of data is reflected in the
wide margin between market prices and the cost of production
(including the opportunity cost of all factors) using best practice
farm production technology Y (see Table 8.2). The market
price represents about twice the farmgate price so that, for
example, in 1931, the farmgate price for onions was approximately
38 cents per kilo while efficient farmers could produce onions
for 5.1 cents per kilo. For most other cropa listed this
difference is also quite large. To the extent that market prices
reflect the marginal cost of production using commonly aveilable

; technology, these differences indicate that there is a large
payoff associated with establishing and disseminating new production
technology (see Table 8.2).

The Native Land Trust Board (NLTB)

8.17 A major constraint in Fiji's agriculture is the limited
availability of rental land. Several steps need to be taken.
2/

Without disturbing the ownership'of land, = a rental market
needs to be encouraged for coumercial farm units of all sizes.
Given the land ownership system, the Native Land Trust Board (NLTB)

(must play a greater role than at present in gecuring and organizing

1/ This ia not the level of technology obtained at research
stations, but that which the top 10 per cent of producers
can achiave at present.

2/ Both communities (the indigenous Fijians and Fijians of
Indian descent) ayree that native reserves are to be left
to their customary owrers as prescribed in the Constitution.
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.Table 8.2: COMPARISON OF BEST-PRACTICE PRODUCTION
COSTS AND MARKET PRICES

Cost of 2/ Total cost of Market
production 1/ Land rent = C o ction price 3/
Fé/xg

Pawpaw 3.6 0.3 3.9 3¢.3
Okra k.h 0.7 5.1 52.7
Garlic 31.5 3.7 35.2 205.k
Lettuce 6.9 1.1 8.0 111.7
Onion h.h 0.7 5.1 75.€
French beans 8.6 1.1 9.7 95.4
English cabbage 5.2 0.7 5.9 78.0
Dried chillies 35.3 3.7 39.0 -
Chillies (hotrod) 5.8 0.7 6.5 150.5
Potatoes T.2 0.7 T.9 41.5
Carrots 5.8 0.7 6.5 57.6
Tomat.oes T.5 1.1 8.6 78.1

1/ Production costs refer to best farm practices including totsl labor
costs at $5/day but excluding land rent; Ministry of Agriculture and
Fisheries, pers. comm.

Land rent taken at $110/ha per annum.
Consumers price index, Bureau of Statistic:, Suva, Fiji, 1982.

n
~

fw
~

formal land leases and in marketing the available land in various
sized units for commercial tenancy. The major difficulties stem
from poor past administration of native land which has led to
long delays in processing lease arrangements agreed by all the
parties involved.

8.18 In spite of the enhanced security in tenure (see also
Chapter Two), the processing of land leases by the.mative Land
Trust Board (NLTB) is vanting in two areas: (i) even where the
Mataqali have given their consent, processing of leases is known
to take as long as 18-2k months vhile potential investors are
likely to be denied credit for lack of a formal leaseo;
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(ii) rent collection and disbursement of rental incomes by the
NLTB to customary land owvners hags been in arrears for up to

four years in some cases because of lax accounting practices

and lack cf monitoring. These shortcomings have increased
uncertainties with regard to agricultural investment and have
also nagatively influenced the wvillinsmess of Matagqalis to lease
their land.

8.19 In addition to this, the initial NLTB mandate to administer
land for the benefit of customary Fijian owners conflicts with the
commercial agricultural activities of the NLTB subsidiary, the
Native Land Development Corporation (NIDC). The NLTB, through
the NLDC, directly competes with private temant farmers and
plantations for the limited rental land. Giwven the accumulated
knovledge of the NLTB in customary land administration and

the continued financing of NLTB's deficits by the Ministry of
Finance in the last five years, the NKLDC has had easier access

to some choice land in the country than have potential private
investors in the agricultural sector.

8.20 Lease processing by the NLTB needs to be streamlined

80 that the waiting period is reduced to approximately three
months, after the consensus of Matagalis is obtained. This time
period is comparable to the record achieved by the NLTB for
processing land leases for tourism and projects for the Fiji
Sugar Corporation (PSC). With the increase in the aumber of
expatriate technicians assiating the NLTB in establishing a
complete land registry system and in improving NLTB's accounting
practices, the three to six month waiting period should be within

reach.

8.21 The investment portfolios of the NLTB and its subsidiary,
the ELDC, should be scrutinized thoroughly to ensure that KLTB/NLDC
investments are not in competition uith the private sector for

acarce factors of production, e.g. land under lease and with
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other public investment nrojects for limited financial resources.
The role of the NLDC as a statutory body, along a corporate farming
model, and its relationshin with the NLTB should be re-exam:ned

in light of the Government's desire to stimulate nrivate sector

investment in resource-based industries, including agro-industries.

3.22 The NLTB has had some success in making rental land
available for large projects such as in the special case of

Seaqana l/ and the rronosed pifeon pea nroject in the Northern
District on the ground that sugar and nigeon pea production require
larpe-scale commercial farms where scale economies exist. However,

if the renuirements of smaller a~ro-industrial opnortunities are

to be met, rental land should be made available to smallholders

as well since a broad range of other export and import substitution
orportunities are better served by smallholders (see also Chapter Six).

8.23 "he National Marketing Authority (WMA) performs two

major sejparate functions. First, as a statutory body within the
Ministry of Agriculture and Fisheries, it competes with the
establieked private marketing system for fresh fruit and vegetables.
At the same time, it has the contradictory role of a compulsory
purchaser of unsold or surplus crops at uneconomic prices, 2
without reference to quality standards - which in fact do not

exist.

8.2k Second, the NMA has statutory authority to export Fiji
produce and enter into jJoint ventures for the processing and
distribution of such produce. Consequently, exporters in the
private sector see the NiA as competing unfairly arainst them

1/ It is important to note that Seaqaqa is made up of small
nlota exploitei by individual farmers,

2/ The decisions are often politically motivated.
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with full Govermment backing. Indeed, the climate of suspicion
has in certain instances, notably ginger, given way to hostility.

8.25 With regard to domestic marketing, the situation

is further complicated by the fact that on the one hand the

NMA has a commercially non-accountable role of distributing
Govermment funds to farmers for their unsaleable crops and on

the other, it acts in an accountable manner in commercial joint
ventures, These two conflicting roles should be separated.
Moreover, the NMA cannot perform efficiently the multitude of
functions it has been assigned, e.g. price stabilization, export
promotion, equity-holding, etc. For this reason, the mission
believes that the present price stabilization function of the NMA
should be transferred to the MAF and upgrading of quality standards
of fresh fruit and vegetable should be a long-term objective

of the MAF extension services. The equity holding function of
the NMA logically belongs to the Fiji Develomment Bank. Domestic
and export marketing functions belong to the NMA but have to be
coordinated with EDB's activities in the same areas,

The Fiji Development Bank (FDB)

8.26 In view of the Govermment's desire to diversify agriculture
and develop associated agro-industries, the FDB lending needs to be
channelled into the non-sugarcane subsectors and particularly to
smallholders. Moreover, the equity investment holding role

needs to be strengthened. The many equity-investment holding

bodies which presently exist should be consolidated under one

roof, that is the FDB, in order to avoid duplication and tc
rationalize financial controls by central agencies, i.e. the

Central Monetary Authority.
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Provosed ENB's Organizational Structure

8.27

the Economic Develooment Board should be organized along a structure

In order to carry out its resvonsibilities efficiently,

suitable for the planning, evaluating and implementing functions
These

services aim at encouraging and assisting private entrevreneurs

associated with the promotional activities of the EDB.

in the identification and preparation of investment projects,
exploring opportunities for expanding or penetrating local and
foreign marksts and channelling foreign and local assistance to
domestic entrepreneurs with regard to capital, technology and

marketing research.

8.28

and functional structure covers minimum requirements of the EDB

The following breakdown of a proposed organizational

in order to fulfill these responsibilities.

Director

|

Industrial Trade - .
Pronotion torpete Promotion | | MEInigtrative
Division Division
Investment Project
- Promotion =1 Development
Unit Unit
Investors’
Services .Infgzzztion
Unit
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8.2¢9 Within the Board, the Research Division should play the

central role as it would have to serve both the Industrial Promotion
Division and the Trade Promotion Division. Accordingly, it would

have to be orgenized as the strongest division in terms of manpower

and skills, For the sake of clarity in the definition of responsibilities,
the division would be functionally divided into two units, namely, =a
Project Development Unit and an Information Unit as follows.

8.30 The Project Development Unit would have the
responsibility of identifying investmert and trade opportunities

as vell as preparing appropriate documentation for promoticnsal
purposes. It would carry out the following tasks:

(a) investment opportunity studies by undertaking research,
i.e. screening, appraising and evaluating, which aims at
identifying socially desirable investment projects;

(b) research to study and (develop) product lines or products
that can compete in quality and reliability in world
markets or locally with .resent imports; and

(c) as a result of the above listed activities in (a) and
(v) project documentation to prepare (i) "Investment
Project Profiles" needed as a basis for investment
decisions and (ii) "Product Opportunity Studies" as
a part of the market research of local (import
substitution) and foreign markets.

6.31 The Information Unit would be mainly responsible for the

operation and updating of a "Data Bank" serving all units of the

EDB and other Government agencies with particular reference to the
National Marketing Authority (NMA), the Ministry of Commerce and
Industry and the Ministry of Agriculture and Fisheries. In

carrying cut this task it would cooperate closely with nongovernmental
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organizations such as Chambers of Commerce, trade associations

and the financial and business communities. A further responsibility
would be the monitoring of promoted firms tn obtain ipformation

on their performance yis-a-vis the national development objectives.

Industrial Promotion Division

8.32 The Industrial Promotion Division is the initial' contact
point for potential 1nvestors and should offer pre- and post-

1nvestment services to the prlvate sector. Abcordlngly,_two units
are suggested within the division, namely the Investment Promotion‘

Unit and the Investors} Service Unit as follows.

3.33 The Investment Promotion Unit would have the

responsibility of publicizing and marketing investment opportunities

and the seryices which the EDB has to offer. This includes:

(a) identifying target groups of potential investors

to assist in the presentation of promotional efforts;

(b) preparing publications and the active marketing of

investment opportunities to the target groups;

(c) assisting in the search for, and the matching of appropriate

jvint venture partners;

(d) monitoring of irvestors' attitudes concerning Fiji's

investment climate;

(e) organizing of periodic investment promotion campaigns;

and

(r) liaison with Fiji's overseas representation (Commercial
Attaches) and maintaining contacts with overseas 1nvestment
promot1on services such as UNIDO's Investment Promotion

Serv1ces in several industrialized countries.
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8.3k The Investor's Service would be responsible “or:
(a) initial briefing of investors;

(b) assisting businessmen in obtaining li-enses, approvals

and other services from Government agencies; and

(¢) providing informatjon to project provonents which would
facilitate the orevaration of project profiles and

feasibility studies drawing on the TDB's data bank.

The Trade Promotion Division

8.35 The Trade Promotion Division should utilize research

carrizd out by the Research Division leading to the identification

of suitable products for promotion. 1n the present situation

it is essential that both tne Economic Develooment Board and the

National Marketing Authority cooperate closely to avoid a counterproductive
duplication of efforts as both organizations follow similar objectives

in promoting trade activities. The Board should suppcrt the IMA's

efforts wvith varticular reference to specific investment and

marketing studies. The responsibilities of the Trade Promotion

Division include:

(a) in cooperation with the Research Division, identifying
potential markets for Fijian products to channel promotional

efforts;

(b) organizing Trade Fairs in cooperation with the NMA

to promote selected products;

(c) momnitoring potential buyers' attitudes concerning the

marketability of Fijian products; and
(d) analyzing the impact of Trade Agreements on exports.

Administrative Division

3.36 This division would carry out administrative

responsgibilities with regard to financial and versonnzl matters.







FIJI: DIRECTION OF TRADE, 1977-1981

(% OF TOTAL)
Exports (f.o.b.) Y imports (c.i.f.) 2/

1977 1978 1979 1980 1981 1977 1978 1979 1980 1981

Australia 7.3 7.9 8.6 7.3 9.0 22.7 29.8 35,3 30.6 35.9
New Zealand 10.3 10.8 9.2 12.7 10,0 13.9 15.4 15.C 14,7 13.9
EFC 55.4 53.8 L6.7 25.8 34,1 11.9 11.4 10.8 9.0 8.0
United Kingdom (s4.8) (53.0) (L6.4) (25.8) (33.4) (9.8) (9.8) (8.9) (7.3) (5.0
Other EEC ( 0.6) ( 0.8) ( 0.2) ( 0.0) ( 0.7) (2.1) (2.2) (1.9) (1.7) (3.0
Jaran 1.3 0.2 1.3 13.2 9.5 16,3 lE.9 14,3 14,2 16.0
United States 4,9 9.1 18.4 10.5 12.3 4.2 .6 5.7 6.5 7.1
Singapore . 6.4 3.1 2.4 1.9 L.6 11.8 7.0 4,9 11.0 7.0
Hong Kong 0.4 0.5 0.2 .2 0.3 2.4 2.6 2.1 l.5 1.6
People's Repudblic of China - - - 5.6 - 1.9 2.1 1.6 1.7 1.8
India - - - - - 1.2 1.5 1.bh 1.1 0.9
Canada / 1.7 k.1 3.6 8.3 .9 o.h 0.5 0.5 0.6 0.5
Others = 13.5 10.5 9.5 1.5 15.3 8.3 9.2 8.4 8.7 6.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Total (F$ million) 124.5 121.9 167.6 229.6 193.k4 281.0 300.0 392.8 458.7 540.0

1/ Domestic exports only.
2/ Includes re-exnorts.
Source: Current Economic Statistics, Bureau of Statistics, Suva, Fiji (various issues).
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ANNFX 2.1

FIJI: GDP IN AGRICULTURE AND AGRO-INDUSTRY (AT FACTOR COST)
CONSTANT 1977 F$ MILLIONS
1977 1978 1979 1980 1981
Crops
Sugarcane 62.0 59.6 80.9 67.8 76.7
Other crons 23.2 21.7 21.6 22.1 23.0
Total crops 85.2 81.3 102.5 89.9 99.7
Livestock nroducts h.5 5.4 G.h 6.k €.3
Subsistence k2.2 k3.0 k3.0 Ly 7 45.€
Total agriculture 131.9 129.7 152.90 141.0 151.6
(Av. Ann. = 3.75%)
Processing
Sugar 2h.0 23.0 31.h 26.3 29.6
Other food, drink and
tobacco 16.8 16.6 17.0 17.2 17.8
Total agro-industry 40.8 39.6 48.} 43.5 h7.h
(Av. Ann. = L, T47%)

Source: Current Economic Statistiecs, Bureau of Statistics, Suva, FiJi

Januaryv, 1982,

Footnote: Tncludes subsistence fiching.




FIJI:.

PRINARY PRODUCTION . SELECTSD AGRICULTURAL PRODUCTS

Notess

Totals are subject to rounding eirors.

(r) revised.

K4 Xt available

Source: Bureau of Statistiocs, Suva, Fiji.

Period ° Sugarcane 2/ Copra Paddy rice Tobacco Cocoa Baef g/ Pork g/ Chicken }/ Ergs Fish 4/
*000 tonnes tonnes tonnes tonnes tonnes tonnes  tonnes * tunnes tonnes tonnes
1974 2,151 27,716 - - 50 3,170 290 - 789 -
1975 2,160 23,741 22,961 407 75 2,417 282 - 937 -
1976 2,283 26,770 20,586 488 88 2,176 325 1,257 948 3,721
1977 2,674 30,0887 17,966 538 97 2,327 335 1,634 998 4,175
1978 2,849 26,067 16,105 269 1le} 2,722 469 1,992 1,622 5,800
1979 4,058 21,822 18,712 300 144 3,616 645 2,505 1,642 6,959
1980 3,360 22,802 17,846 413 130 3,525 574 2,961 1,666 6,296(r)
1981 3,53 20,520 26,286 NA 178 3,447 619 3,093 1,703 XA
1978 Qtr 1 79! 8,060 593 91 394
Qtr 2 414 7,162 634 114 471
Qir 3 1,627 6,316 735 131 506
Qtr 4 808 4,529 760 134 541
1979 Qtr 1 Wil 3,721 800 132 525 !
Atr 2 195 6,451 914 154 560 o
Qtr 3 1,459 5,872 972 195 658 j
Qtr 4 1,794 3717 930 164 7162
. ]
1980 Qtr 1 Nil 4,696 910 153 650
Qtr 2 542 7.237 871 147 706
Qtr 3 1,540 6,921 903 127 191
Qtr 4 1,277 3,949 840 147 - 809
1981 Qtr 1 N4l 3,459 886 109 549
Qtr 2 851 5:930 833 7 698
Qtr 3 1,73} 6,419 90% 175 923
Qtr 4 1,347 4,692 823 187 921
}/ Figures related to seasons, not calendar year.
2/ Por animals killed in slaughter hcusys only,
)/ Refers to the output of registered chicken abattoirs
only and includes dressed chickens as well as sales of live chickeas. .
4/ Fishing inside Fijl waters, excluding "subsistence” fishing. Pigures are estimates.

¢'2 XINNV




PIJI: SUGAR INDUSTRY PROTUCTION AND PRICES
2
Sugar care Y Exports of sugar vy
Yeur/ Rumber Area Production Average Pricea Input of Sugar Nolasses Quantity Value Unit
our of harvested production paid to cane per production production value
Benson contracts per growers tonne of
hectare sugar
(kg-ha) (tonnes (tonnes/ha)  (F8/tonne) (tonaes) (tonnes (tonnes  (tonnes s'f'.o.b) (Ft/1onne)
'000) '000) '000) 1C00) P$'000)
1966 15,579 43 2,227 51.8 6.3% 7.2 309 242 21,096 87
1967 15,609 45 2,197 49.9 6.23 T+4 297 23 23,780 14
1968 15,596 46 2,871 62.4 6.40 7.2 39¢ © 95 346 24,356 72
1369 15,596 47 2,376 51.6 €.62 7.8 305 108 322 28,13 81 '
1970 15,542 46 2,886 62.7 7.62 8.0 361 107 334 31,820 95 -
1971 15,548 47 2,545 54.1 7.95 7.9 323 85 340 . 32,851 97 ;
1972 15,612 44 2,238 52.0 9.90 7.4 303 17 279 34,423 123
1973 16,533 46 «,496 55.4 9.76 8.3 301 95 271 34,280 126 L]
1974 16,546 45 2,151 48.8 20.57 7.9 272 n 258 66,952 260
1975 17,264 45 2,160 49.0 31.60 7.9 273 76 250 91,717 372
1976 17,667 47 2,283 48.6 24.18 7.7 296 31 250 67,704 271
1977 18,1395 52 2,674 50.1 26.74 T.4 362 105 324 - 93,576 289
1978 13,456 54 2,849 52.8 24.99 8.2 u? 106 294 83,273 283
1979 19,152 62 4,058 65.5 23.50 6.6 473 163 428 116,962 273
1580 19,700 61 3,360 50.2 35.19 8.3 396 129 441 174,175 395
1981 21,000 66 3,931 52,6 25.00(p) 8.4 470 152 408 131,561 322
_1/ The sugar export price closely approximates the actual realised average prtoo.u for produocticn because loosl coasumption acocounts for a small peroeniage
of total production. The price paid for 1970 season and after, 0 tho growars, is based on the formula as laid down undsr the Denning Award,
2/ Relates to seasons. (p) « provisional
Notes: The downward trend experisnced in the tonnage of ocane and sugar produced, frok the year 1972 has now been reversed. There was a rezarkable
inorease in 1977's production owiag to & bout of ecoeptionally dry weatber. Production in 1979 totalled 473,000 tonnes - a record despite
a fall ir the sugar ocautent of oane. : >
Source: Fij‘ Sugar Corporetiom and Trede Reports. . é
n
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FIJI: ESTIMATED ANNUAL CONSUMPTION PER HEAD OF POPULATION OF SELECTED COMMODITIES

(o) Provisional.

Source: Bureau of Stntinic-. Suva, HJi.

Commodity ' . Unit 1975 1976 1977 1978 1979 1980(r) 1981(p)
NMeat (fresh and canned) .
Beef XA 6.23 6.59 7.75 T.71 7.79 6.7% €.99
Pork xs 0.67 0.63 0.79 0.86 1.04 0.98 0.98
Mutton and lamd xg 6.59 5.78 6.58 7T.63 6.65 5.53 6.24
Poultry kg 3.36 3.62 L.Lo 5.32 5.29 k.70 k.79
Ings x& 1.78 1.8% 1.78 2.7% 2,66 2.68 2.70
Otber food stuff
Butter xg 2.03 2.10 2,29 2.62 2.90 2.69 2,32
Sugar xg k1.89 38.79 39.81 L1.09 42,81 37.93 38,26
Plour x& 22.96 21,135 16.98 27.78 30.7% 31.10 30.55
Sharpe xs 32.99 34,58 36.Th 30.06 34,43 k.0 33.88
Rice 73 6L.84 56.89 59.40 53.61 57.57 52.79 65.53
Coffee gTams 6k.92 112.39 105.03 96.00 147,55 102.12 132,34
Tea kg 1.16 1.06 1.07 0.9% 1.0 1.02 1.1k
Ice cream liters 5.81 5.98 6.03 5.ko 5.2C 5.h2 5.51
Beverages and tobaccn
Seer liters 27.61 27.84 27.67 26.89 28.95 28, L4 28.57
Alcohollc spirits 1liters 1.kb 1.5k 1.75 1.5 1.50 0.90 0.87
Cixarettes nos. 033 923 926 912 911 875 885
Manufactured todacco - grLis n.79 29.31 21.97 21.22 17.46 19.76 17.97
Other manufactured goods N
Soap . ke 7.6k 8.85 7.98 8.58 9.89 9.73 8.78
Cement kg 108,34  109.96 120.17 129.10 135.95 129.10 155,28
Paint liters 2.00 2.56 2.5k 2.7k 2.82 2.88 2.79
Petroleus and petrolewm producta
Liquified netroleum gasses {LPC) kg 2.ks 2.78 3,54 3.26 L.30 L,24 L.68
Household karosene liters 32.59 21.06 43,82 35.0h 3L.17 26.12 26.47
Benzine {white) liters 0.03 0.11 0.12 0.1k 0.1k 0.12 0.14
Automotive distillate (diesel fuel) 1liters 85.25 85.13 121.74 100.34 130.49 134.65 163.58
Motor spirit liters 84.80 62.18 87.45 91.76 100.91 86.00 89.50
(r) Revised.

: . Note: The above figures are inclusive of sitock changes, intermediate consumption of industries and consumption by overseas
‘ visitors; hence the per capita consumptina of these commodities may be inaccurate to that exteat.

- 6L -
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ANNEX 2.5

FIJI: VALUE OF DOMESTIC EXPORTS OF AGRICULTURAL AND FOND
PRODUCTS, 1930/81

F$'000

Division Item 1980 1981

0 Live animals L5 -
1 Meat and preparastions 13L.4 61.5
2 Dairy products and eggs 18.0 26.6
3 Fish and preparations 9,03k.2 16,814.5
I Cereals and preparations 1,702.8 1,837.5
5 Fruit and vegetables 1,91L.5 1,737.6
6 Sugar and nreparations 186,329.6 1k1,502.1
T Coffee, tea and spices 1,577.1 2,587.7
8 Animal feeds 743.6 831.5
9 Miscellaneovs food 1.1 120.5
11 Beverages 30.0 20.7
12 Tobacco and products 55.4 54.2
21 Hides and s)ins 194.9 171.2
22 Oilseeds 2.2 4.6
29 Crude anima. and vegetable materials s0L.4 553.5
42 Vegetable oils and fats 6,538.3 6,376.3

Total 208,906.8 172,700.0
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FIJI: VALUE OF DOMESTIC TMPORTS OF AGRICULTURAL AND
FOOD PRODUCTS, 1980/81

F$'000
Division TItem 1980 19081

0 Live animals 5ks5.9 3h5.5
1 Meat and preparations 7,256.1 9,7Tk.7
2 Dairy products and eggs 7,005.€ 7,554.6
3 Fish and preparations 13,738.6 13,800.7
I Cereals and preparations 19,776.8 24,618.9
5 Fruit and v~getables 9,466.% 11,101.3
6 Sugar and preparations 676.0 851.3
T Coffee, tea and spices 2,008.5 3,606.2
8 Animal feeds 1,502.4 2,ks8.2
9 Miscellaneous food 2,057.8 2,439.3
11 Beverages 2,833.6 3,030.9
12 Tobacco and products 1,017.3 1,490.9
21 Hides and skins 0.3 0.7
22 Oilseeds 802.1 997.8
29 Crude animal and vegetable materials 69k .1 806.8
k1 Animal oils and fats 1,442.0 1,218.4
4o Vegetable ¢ils and fats 3,643.7 L, 6L6. 4
Total li;igl;g 88,7T42.6
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FIJI: RE-EXPORTS OF AGRICULTURAL AND FOOD PRODUCTS, 1980/81

F$'000
Division Item 1980 1981

0 Live animals 1.2 -

1 Meat and meat prenarations 51.6 52.5

2 Dairy nroducts and esgs 8.4 3.7

3 Fish and preparations 6,146.4 3,002.9

N Cereals and preparations 83.2 146.6

5 Fruit and vegetables 83.5 k6.5

6 Suger and preparations 13.7 3.5

7 Coffee, tea and spices 12.2 10.%

8 Animal feeds 0.1 -

9 Miscellaneous food 29.6 20.1
11 Beverages 128.2 52.2
12 Tobacco and products 3.7 1.6
21 Hides and skins - -

22 Oilseeds - -

29 Crude animal and vegetable materials 238.5 5T.h
b1 Animal oils and fats T.2 3.9
L2 Vegetable oils and fats 5.7 0.2

Total

6,819.1 3,401.5

s — Y —
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AMNEX 2.8

FIJ1: TRADE BALANCE IN AGRICULTURAL AND FOOD PRODUCTS, 1980/81

F$'000
. Division Item -1980 1981 Principal deficit
: : products
0 Live animals - 5ho.2 - 345.5 Poultry
1 Meat and preparations -7,020.1 -9,660.7 Lamb, beef
2 Dairy products and eggs -6,979.2 -7,52k.3 Ghee, WMP, butter
3 Fish and preparations -1,8k2.0 ° 6,016.7 Canned fish
b Cereals and preparations -17,98%.8 -22,634.8 Rice, maize, sorghum
5 Fruit and vegetables -7,468.k - 9,317.2 Potatoes, peas, onions
6 Sugar and preparations 185,667.3 1L0,654.3
T Coffee, tea and spices -1,319.2 - 1,008.1 Tea, chocolate, coffee,
. cocoa
8  Animal feeds - T158.7 - 1,626.7 Meatmeal, poultry feed
9 Miscellaneous food -1,957.1 - 2,298.7 Yeast, food rreparation
1 Beverages . -2,6715.4 - 2,958.0 \Whisky, gin, wine, rum
12 Tobacco and produsts - 958.2 -1,435.1 Tobacco, unmanufactured
21 Hides and skins 19h4.6 170.5
22 - Oflseeds - T199.9 - 993.2 Copra, peanuts, soybeans
29 Crude animal and vegetable 48.8 -~ 195.9 By-pfoducts, yoqona seeds
materials
k1 Animal o0ils and fats -1,h34.9 - 1,214.5 Tallow
42 Vegetable oils and fats 2,900.3 1,730.1 Soya bean oil
Trade balance 150,356.9 87,358.9




FIJI: AGRICULTURAL SUBSIDIES, 1981 ‘

(IN F$)
Type of subcidy
Budget item Input Service . ' { Other
Agrochemnicals 500,000 Fertilizer 100,000
Weedicide 220,000
Pesticide 180,000
Coconut diversion 20,000 Replanting 20,000
Diversification crops
Cocoa development 165,000 Cocca subsidies 15,000 Cocoa development 150,000 '
loan
[
Chemical subsidies 300,000 Weedicides and 300,000 ®
(sugar aree) pesticides \
Rice seed processing 69,000 Rice seed 69,000
Livestock 155,000 Feprce posts 155,000
Fencing grants and 377,800 Goats 6,000 Rice seeds 16,400
subsidies Perimeter 54,500 Pasture 20,000
Other 50,000 Roads 90,000
Drainage 60,900
Land levelling 80,000 %
Total 1,586,800 1,134,500 302,300 150,000
N
Ve

Source: Central Planning Office
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FIJI: AGRO-INDUSTRY PROFILE, 1978
(F$1000)

Cross Value Gross Employment Book Export Domestic Hages Operating Value added

output added fixed value sales salas and surplus per employce
ISIC Industry producers’ zapital total salaries FS/person

value formation capital

stock
3111 Butchering and meat 1,573 480 48 112 1,796 129 1,231 286 116 4.29
packing :
3112/3/4 Lairy, Truit and fish 17,028 4,285 971 451 5,503 9,961  5,k61 2,014 1,952 9.50
3115/8 Sugar and editle oil 116,064 24,441 12,601 4,141 42,413 100,962 8,318 14,941 7,393 5.90
3116 Rice milling 14,995 2,389 321 172 2,872 31 1k,860 750 1,363 13.89
3117 Bakery products 6,507 1,592 298 393 773 490 5,985 1,119 77 4.05
3119/21/22 Miscellaneous food products 8,659 2,261 186 328 1,404 429 8,289 637 1,489 6.89
3133/40 Beer and tobauco 23,950 4,307 919 327 4,738 19 23,948 1,465 2,368 13.17
3134 Non-alcoholic drinks 2,323 1,065 389 202 1,654 - 2,255 430 476 9.27
3511 Sawmilling 9,982 3,594 396 869 6,029 1,358 8,717 2,345 597 4.14
3525/24/29 Soap and misc. chemical
products 5,121 864 199 123 829 371 4,301 621 123 7.02

3822 Agricultural machinery 761 398 150 152 396 - £56 184 168 V2,62

Source: Census of Industrial Production,

1978, Bureau of Statistice, Suva, Fiji, January 1982.
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FIJI: COMMERCIAL BANKS'OUTSTANDING LOANS AND ADVANCES TO PRIVATE SECTOR, 1977-1981

Source: M4i Development Bank,

As at the end of 1977 1978 1979 1981
Decenber F¢m $¥  rsn xY  rgn 2 Y/ Fn %Y
1. Business advances
i.Agriculture, forestry
and fisheries 7.2 6.1 6.9 5.5 10.9 6.6 24,2  10.2
a. Farm purchases
b. Sugarcane growing 6.8
¢. Coconut planting
and copra
preparation
d. Forestry and logging T.2 6.1 6.9 5.5 10.9 6.6
e. Livestock and
poultry
f. Other agriculture
ii.Manufacturing 12,1 10.3 15.9 12.6 1k4.8 9.0 29.3 12.3
iii.Building and .
construction 9.0 T.T 10.3 8.2 12.2 8.0 16,k 6.9
iv.Wholesale and retail
trade L3.6 37.2 L6.7 37.2 59.8 36.4 82.9 3.8
v.Transport and shipping 3.7 3.1 k.5 3.5 5.8 3.5 7.6 3.2
2. Personal advances 17.0 1k.5 21.1 16.8 26.3 16.0 34.0 14.2
i .Housing 10.2 8.7 11.2 8.9 1k.2 8.6 20.6 8.6
ii.Others 6.8 5.8 9.9 7.9 12.1 7.4 13.4 5.6
3. Other agvances 2/ 246 21.0 20,3 16.2 33.5 20.b k3.5 18.3
k. Totsl 117.2 190.0 125.6 100.0 164.3 100,0 237.9 100.0 '
— z
1/ Percentages may not add to 100% because of rounding. =
2/ Includes other business advances also. >
'._l
}—J




Foodstuffs

Poultry

Mesat

Sausages and similar products
Fish

Milk and cream

Butter

Cheese (retail)

Cheese (bulk purchasing)
Vegetables (fresh)
Vegetables (preserved)
Fruit

Coffee

Tea (retail pack)

Tea (bulk)

Wheat

Rice (polished)

Rice (not polished)
Confectionery

Macaroni, spagetti, etc.
Breakfast cereals
Biscuits

Breakfast food

Jams, Jellies, marmalades
Fruits, processed, including juice

Alcoholic beverages and tobacco

Wine (still)

Other

Spirits (not exceeding 11.49% of
alcohol content)

Spirits (exceeding 11.49%, but not
exceeding 57.12% of alcohol content)

Other (above 57.12%)

Cigarettes

Tourist Goods

Sports goods

Gramophones, tape recorders
Watches

Cameras

Radic

Jewellery

Perfumes

ANNEX 3.1

Page 1 of L
Import Duty
Fiscal Customs
(%)
Ls 5
5 5
ks 5
5 free
5 free
5 free
35 5
5 free
5 free
25 5
25 5
10 5
25 5
free 5
free 5
5 S
free 5
75 5
35 5
35 5
75 5
5 5
35 p)
35 5
F$2.17/1iter 7.5
F$2.35/1iter 7.5
15 7.5
F$11.24/liter 7.5
F$19.18/1iter 7.5
$29.98/kg 7.5
7.5% free
10% free
10% free
free free
10% free
10% free

10% free
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Import Duties (April 1982) cont.

Motor vehicles and gasoline

Diesel passenger motor cars and racing
cars irrespective of weight; other
passenger vehicles of a gross unladen
weight not exceeding 2 tonnes

Having a piston displacement not
exceeding 1,000 cum 50 7.5

Having a piston displacement
exceeding 1,000 cu m but not
exceeding 1,500 cum 10 T.5

Having & piston displacement
exceeding 1,500 cu m but not
exceeding 2,000 cum 90 7.5

Having a piston displacement
exceeding 2,000 cu m 140 7.5

Non-diesel passenger motor cars and racing
cars irrespective of weight ; other non-
diesel passenger vehicles of a gross unladen
weight not exceeding 2 tonnes

Having a piston displacement noi
exceeding 1,000 cum 72.5

Having & piston displacement exceeding
1,000 cu m but not exceeding 1,500 cu m 85 7.5

Haeving a piston displacement exceeding
1,500 cu m but not exceeding 2,000 cu m 100 T.5

Having a piston displacement exceeding
2,000 cum 1ko 7.5

Motor caravens and other vehicles not
specified above:

Motor caravans 35 7.5
Other 25 7.5

Gasoline 14¢/liter free




MY

Import Duties (April 1982) cont.

Consumer durable goods

Furniture

Water heaters
Washing machines
Air conditioners
Refrigerators
Carpets

Uther

Fabrics
Clothing
Razor blades
Travel goods
Film

Records

Soaps

Soaps (toilet)
Glassware

Excize duties

Cigarettes

Tobacco

Ale, beer, stout, etc.
Matches

Aerated waters

Ice cream

Cement

Soap and detergents
Sugar

Toilet paper

Export duties

Copra

Coconut oil

Sugar

Molasses

Bran

0il cakes and residue from copra
Metallic ores

Gold

ANNEX 3.1

Page 3 of L
Imggrt Duty
Fiscal Customs
-------- § ) J—
60 T.5
60 T.5
60 5
60 5
20 5
50 T.5
< free
55 free
32.5 {free
25 7.5
Ls T.5
10 free
50 7.5
ko 7.5
50 7.5
25 7.5

24,7 cents per 10 cigarettes
menufactured from tobacco grown
outside Fiji. 16.9 cents per
10 cigarettes manufactured from
tobacco grown in Fiji.

F$22.30 per kg for tobaccd grown
outside Fiji. F$13.09 per kg
for tobacco grown in Fiji.

L0 cents per liter.
F$14k per gross box.

L cents per liter

5 cents per liter

F$1 per metric tonne

5 cents per kg

F$60.40 per metric tonne
2 cents per roll

H OV
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Import Duties (April 1982) cont.

Quantitative restrictions on imports

In 1981, imports of the following products were
restricted through licensing arrangements.

(1) Dairy products - cream
- evaporated milk

(2) Rice

ANNEX 3.1

Page L or L
Import Duty
Fiscal Customs
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REASONS FCOR EXCLUDINC :RCDUCTS :

The missions's early work resul.:d in the identification
of 2k products for consideration as potentially viable agro-

industrial undertakings.

Because other aid donors were examining them or the
industries were already well established, the products eliminated

from the mission's terms of reference were:

(a) Canned fish. Tmports in 1980: 5,901 tonnes, value
F$4,727,391; exports: 3,321 tonnes, value F$8,570,32k.

(p) Smoked/dried salted fish. Imports in 1960: 21 tonnes,
value F$83,332; exports 56 tonnes, value F$356,411.

(¢) Livestock, especially poultry. Live poultry imports
(day-old chicks) in 1980: 866,506 head, value F$382,435;
exports: 50 head, value F$360.

The above industries (a), (b), (c) are well established and
benefitted from Japanese, Australian and New Zealand

assistance. The poultry industry has already reached self-sufficiency.

(d) Rice. Imports in 1980: brown rice, 9,897 tonnes,
value F$3,829,446; polished rice, 5,842 tonnes, value
F$2,364,737; other rice, 16 tonnes, valve F$5,890;
exports: all rice, 75 tonnes, value F$4l L416. An

Australian aid consultant team is focussing on rice

policy.

(e) Tannery. Imports in 1980: some raw hides and skins
but largely leather and leather goods; exports:
rav hides and skirs, 286 tonnes, value F$19L,936.
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ANNEX 6.1
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Kot only is this a livestock item but it has been
reviewed three times in the 1970s and another team
of consultants has recently apovraised its potential.

The mission felt there was no need to duplicate efforts.

(f) Cocoa. Imports in 1980: cocoa powder, cocoa butter and
chocolate or chocolate coated products, 127 toanes,
value F$497,032; exports: cocoa beans, 174 tonmes .
value F$377,322; other chocolate items, 765 kilus,
value F$3,493. A major expansion of plantings is
underway even though it was reported that not all of the
existing areas are being harvested. Processing involves
fermentation and drying by farmers. The NMA does the
buying indirectly, and is shifting from buying or an
ungraded basis to buying on a graded basis. Production
is considered to be too low for processing beyond the
dried-bean stage. Some Australian processing fivms
have declared their intention to buy Fiji's future
output of dried cocoa beans provided the quality meets
world standards. The Australian aid agencies appear
very optimistic about cocoa price prospects and are
willing to finance cocoa. In any event, Fiji's
future cocoa production is so small that its impact

on world supply will be minimal.

Other products were eliminated because of a lack of

data or other technical constraints:

(g) Passion fruit. This product is now being processed
by the South Pacific Foods Co., Ltd. TImports in 1980:
Juice, 4O liters, value F$285; pulp, 30 kilos, value
F$45; exports: Juice, 99,473 liters, value F$127,648;
pulp, 128,454 kilos, value F$137,263. Production and

processing cost data were unavailable.




(h)

(i)

(J)

(k)
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Coffee. Imports in 1980: coffee beans, roasted ground
coffee, and extracts, essences or concentrates of coffee,
55 tonnes, valuc F$395,394%; exports: coffee beans,

2k xilos, value F$16. Reportedly, coffee has been
introduced as a crop several times during the past

120 years with generally unsatisfactory results

arising from disease and labor shortages, hurricane
damage and the competition from other crops such as
copra. Now a Robusta coffee project covering more than
200 ha is underway at Delaiweni; a "wet" processing
plant will process the beans for export. Local

market is too small to consider processing of consumer
products. Coffee remains a minor crop and reliable cost

data are not available.

Bagasse for wallboard. Product has already been produced

at the FSC. Patent negotiations present a problem,

Citrus juice. Twports and exports are listed as

"other Fruit and vegetable juices" so specific data are
not available. The new processing plant at Batiri has
plans for 40 acres of Vaiencia oranges and 30 acres

of lemons. Limes may be added if a market is identified.
In addition, other consultants are appraising citrus

juice potential for Rotuma.

Macademia nuts. Trade data are not available as i+ is

too small an item to be listed separately. The product
is offered for sale in Suva at F$6.80 for a 1hk2-gram
can. Low yields, disease problems, conditions not
siitable for trees, and wind damage to trees during

storms led to its removal from the list.




(1)

(m)

(n)

(o)

(p)

\ ANNEX 6.1
- 19% - Page & of 5

Mandarin orange segments. No trade data availetle

although tvo brands are offered for sale in Suva supermarrets.

Major producers are the People's Republic of China,

Taiwan, Korea and Japan. High labor costs in Fiji

versus those in other producing areas, and the presence

of the fruit sucking moth (which may require earlier !
than desirable harvesting)} contributed to its removal

from the list.

Refined sugar. Tmports in 1980: refined sugar (in addition

to some sugar products), 115 tonres, value F$100,629;
exports: raw sugar, 441,123 tcrnes, value F$17h,174,829.
The small local market for refined sugar, the reported
preference for brown sugar (both of these factors may
be price related), and probable trade conditions caused

its removal from the list.

Potatoes. Imports in 1980: 9,167 tunnes, value F$2,630,007;
exports: none. Severe production problems, bacterial

wilt, and soggy potatoes were reported. It remains to

be seen whether white potatoes can be grown throughout

the year or a storable variety can be grown successfully

at altitudes much below 5,000 feet and in tropical

countries with frequent rains and heavy rainfall.

Cotton. No cotton is produced in Fiji and all cotton
items (cloth clothing) are presently imported. The
prospects for processing cotton in FiJi are not good
since basic research on cotton processing has not been

conducted in many years.

Avocados. No specific trade data are avaiiable as they
are aggregated with "fresh mangoes, etc". Avocados

grow wild in Fiji. Problems consist of the many varieties
available (90 identified on one island), and the presence
of sun blotch virus (in the seed). The latter would

likely mean finding or creating (by eliminating all




(q)
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existing trees), a virus-free area. Further, the fruit

set can be adversely affected by weather conditions
at the time of flowering. These constraints would
certainly make a quality-oriented marketing program

difficult so the product was eliminated.

Cut flowers and ornamentals. Imports in 1980:
cut flowers and buds, foliages, etc., F$11,366;
exports: above group of itemc, F$1,769. (In 1978/79:

New Zealand had imports valued at NZ$247,113, exports
valued at NZ2$757,379; Australia had imports valued at
A$975,000, exports valued at A$1,993,000). The major
markets are: European countries, United States and
capen. However, trade data are so aggregated that

precise information regarding the items involved would

be most difficult to obtain, yet preciseness is essential
with this group of products. FijJi has favorable climatic

conditions but estate operations, using a high level of

scientific production technology and astute management

would be required.
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TRAINING PROPOSALS

Chapters Six and Seven of this report call for a substantial
inerease in research and extension activities for pineapples,
mcize, onions, garlic, pawpaws and mangoes. This nz2ed for increased
research and extension work was clearly evident; the capacity
to conduct the necessary work, however, was unknown. Therefore,
the staffing, training and work loads of the Research Division,
Fxtension Division, and Economics, Planning and Statistics Division

of the Ministry of Agriculture and Fisheries {MAF) were examined.
Situation

The MAF "Work Program 1982' lists the research objectives

and the research activities planned hy the Research Division as

well as the commodities or groups of commodities to be studied.

A summary of the work program of the Division is as follows:
Items to be researched:

Crops, i.e. 29 different crops plus research on

vegetables and tropical fruits.

Livestock, i.e. Dairy, beef, goats, poultry (eggs,

broilers), pigs and sheep.
Research objectives listed: A total of 100.
Research activities listed: A total of 121.

The 1982 technical staff of the Research Division amounted to 65
persons. Of this total, four had a Ph.D. degree, six had a
Master's degree, 15 had a Bachelor's degree, and 40 had a Diploma
or Certificate in Tropical Agriculture. Given the work load
indicated above, and the number and training of research workers,

it 1s evident that:

(a) the work load is overwhelming, not to mention the increased

research work that must result from this report;
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(b) only applied research can be undertaken; amil

(¢) the Research Division is inadequately staffed, nuncricaily

and qualitatively.

Consequently, the needs are for graduate training of qualified
personnel and for in-service training of others in research

methods and amalytical procedures.

The MAF "Work Program 1982" lists for the Economic,

Planning and Statistics Division (namely the sections of Project

Analysis and Planning, Policies and Administration, Statistical
Analysis and Marketing, and Farm Management) eight general
research objectives and 15 general research activities to be
undertaken in addition to the issuance of import licenses for
rice, dairy and poultry products, as well as pork and pork products
vhich totalled 1,026 licenses in 198C. The 1982 technical . taff
consisted of 14 persons. Of this number, two had a Master's
degree, seven had a Bachelor's degree, and five had a Diploma
(which reportedly is the near equivalent of a Bachelor's dejree).
Again, it should be evident, given the functions to be performed,
in addition to the research work and training of the staff, that
the EPS Division is inadequately staffed, numerically and
qualitatively. Their training needs are comparable to those

of the Research Division.

For the Extension Division, the MAF "Work Program 1982"

lists the commodities involved, extension objJectives and work

activities plamned. An analysis of these shows that:
Items to be covered by extension:

Crops, i.e. 33 different crops plus other extensicn
services for vegetables and tropical

fruits.

Livestock, i.e. Dairy, beef, goats, poultry (eggs,

broilers, hatcheries), pigs and sheep.
Extension objectives listed: A total of T78.

Extension activities listed: A total of 1hO.

Fase 2 of 5
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The 1982 staff of the Division amounted to 267 nersons, including
both crop and livestock extension personnel. Of this number,

two had a Master's deyree, 33 had a Bachelor's degree, and the
balance, nately, 232 pe-sons had a Diploma or the near-

equivalent thereof. Officials believed that the number of extension
workers was adequate; the number of farms (1978 census) would
average about 250 per extension worker. Constraints included

lack of mobility (transport facilities) of the workers, lack of
incentive:, and lack of technical help - the latter a reflection

of inadequace research. Graduate study for qualified employees

was reportedly not needed; however, in-service training was needed
and this included training in e«tension methods/techniques (including

demonstration farms), extension communications, and program

planning. Observation trips were also suggested.

Recommendatioas

Tt is recommended that a training component be added
t. the MAF Tree Crop Development Project. This component is to
consist 6f two parts: graduate degree training, and in-service
training which would include special seminars and travel fellowships.
The basic aim would be to increase the qualitative level of the
technical staff in the three divisions and thereby the total
performance as the trained people become more effective
themselves and more capable of directing the activities of junior

employees.

Graduate degree training should include training in any of
the various agricultural science disciplines and agricultural
economics in a ratio of four agricultural scieace trainees to
one agricultural economics trainee. Candidates should include
those with a Bachelor's degree (for Master's training) ¢r a
Master's degree (for Ph.D. training) in a ratio of two trainees
at the Master's level to one trainee at the Ph.D. level. Candidates

selected for graduate study should attend recognized universities
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in Ausiralia, New Zealund, ihe Unlied States, or Engiand. They

should be required tc sign =« contract, prior to departure for

study abroad, stipulating that each trainee must return to his
division to work for two, preferably three years for each year
or fraction thereof spent abroad in a study program (or refund

to the MAF the cost of the training obtained).

In-service training should consist of special short-term
courses of four to six weeks' duration, general seminars of three
to five days' duration, and travel fellowships for varying
periods but not to exceed two weeks. The short-term courses would
be primarily for those not qualified for graduate study,
pragmatically oriented, and cover research methods, analytical
procedures, extension methods, communication with farmers, program
planning, and related topics. They would be taught by local
resource persons or subject-matter specialists from other countries.
Seminars, about two per year, should concern only the major
agricultural problem areas of the country and represent a
"state—of-the-art” type of activity in which all involved with
each problem would be given a chance to report progress to date,
vhat. is needed, and then develop a recommended program for further
action. Junior and senior officials should be linked together in
the preparation of position papers; the use of subject-matter
specialists from other countries would be appropriate. Observation
tours/travel fellowships would be awarded to senior officials
to enable them to attend international meetings and conferences,

and to observe other countries' progress in coping with problems

similar to those existing in Fiji.
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~he propc ;ed budget would total about US$1,200,000 as foliows:

Us$

Ph.D. study: 10 persons, L years each,
at $65,000/person 650,000

M.S. study: 20 persons, 2 years each
at $15,000/person 300,000
6 scminars at $20,000 each 120,000
10 : ort-term courses at $8,000 each 80,000

10 « 'servation tours/travel fellowships

al $2,500 each 25,000
Cont ingency 25,000
Total 1,200,000
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TRANSPORTATION

There are no scheduled airfreight services to and from
FijJi. Air cargo is carried by passenger flights, and available
freight capacity is dependent upon the extent of passenger's
accompanied baggage. It is unlikely that any single export
consignment exceeding two tonnes will be acceptable, as normal
freight carrying capacity of the passenger aircraft currently

serving FijJi is around four tonnes.

Continental Airlines, Air New Zealand and CP Air provide
seven wide-bodied jet passenger services per week between Fiji,
New Zealand, Australia, Honolulu and U.S. and Canada west coast.
Air New Zealand and JAL provide three flights per week to Japan.

Air Freight

Rates are common to most airlines (see Table Ta),
although in certain cases it may be possible to negotiate concessionary

rates when aircraft sre known to be travelling cargo-light.

In the absence of air cargo services, freight uplift
cannot be assured on the date or for the quantities required.
This is an important factor in the case of perishable produce
such as pawpaws and mangoes, destined for the Auckland fruit and
vegetable auctions. Table Tb shows current frequencies of

scheduled services.

Sea Freight

Fi)Ji provides deep water and unitized terminal port
facilities for vessels of up to 50,000 tonnes at Suva and Lautoka,
both with full wharf-side installations. Thirteen shipping lines
operate regular cargo services between Fi)Ji and New Zealand,
Australia, the USA, China, Japan, and Western Europe as shown
in Table T7c. Vessels are Ro-Ro (Roll-on-Roll-off), Li-Lo
(Lift-on-Lift-off) or conventional, according <o shipping line

and destination.
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Table 7a: FIJI: AIRFREIGHT RATES FOR FOODSTUFFS ON SCHEDULED
'AGSENGER FLIGHTS FROM FIJI

Foodstuffs in general Up to 1,000 kg 1,000 kg and over
(not fresh)

Fiji to Vancouver, F$1.18 per kg F$0.99 per kg
Los Angeles and (min. 100 kg)
Honolulu
Fiji to Auckland F$0.66 per kg -
(min. 250 kg)
Fiji to Sydney F$0.75 per kg F$0.51 per kg
Fresh fruits and vegetables Up to 1,000 kg 1,000 kg and over
Fiji to Honolulu F$2.75 per kg F30.82 per kg
Fiji to Tokyo F$1.51 per kg
(min. 500 kg)

Note: Air New Zealand offers special rates for shipments of
fresh produce over 500 kg.

Source: Airlines.
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Destination Carrier Frequency
Tokyo Japan Airlines 3 flights per week
Air New Zealand 3 flights per week
Honolulu Air New Zealand 6 flights per week
Continental 6 flights per week
los Angeles Air New Zealand 6 flizghts per week
Coniinental 6 flights per week
Vancouver CP Air 2 flights per week
Auckland Air New Zealand Daily
Air Pacific Daily
Sydney Quantas Daily
Air Pacific Daily

Source: Airlines.
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FIJI : SEA TRANSFORT FROM FIJI

Destination and port

Shipping line

New Zealand

- Auckland

Australia

Adelaide

Sydney

Brisbane

Melbourne

Hong Kong

UsA

Honolulu

Tacoma

Portland

San Francisco

Long Beach

Los Angeles

Canada

- Vancouver

Pacific Line Ltd., Nedlloyd (NZEAS Service)
China Navigation Co., Reef Shipping Ltd.
New Zealand Unit Express

Pacific Forum Line

FijJi Express Line
Daiwa Line
Karlander Line
Fiji Express Line
Pacific Forum Line
Niiwa Line

Fi}i Express Line
Pacific Forum Line

Karlander Line
FijJi Express Line

New Zealand Unit Express
Kyowa Line

Blue Star Line: PAD Ro-Ro
Blue Star Line: PAD Ro-Ro
PAD Ro-Ro

Blue Star Line: PAD Ro-Ro
Karlander

PAD Ro-Ro

Blue Star Line
Karlander

Blue Star Line: PAD Ro-Ro
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Table Te: Fiji: Sea Transport from Fiji {cont.]

Destination and port

Shipping line

Western Europe

~ W. Germany: Hamburg

: Bremen

The Netherlands

~ Rotterdam

United Kingdom

- Hull

France

~ Le Havre

- Dunkirk

Japan

- Kobe

- Nagoya

- Yokohama

Nedlloyd Lines
Bank Line

Bank Line

Nedlloyd Lines
Bank Line

Bank Line

Nedlloyd Lines
Bank Line

Nedlloyd Lines
Bank Line

Nedlloyd Lines

Kyowa Line
China Navigation Co.

Kyowa Line
China Navigation Co.

Kyowa Line
China Navigation Co.

Note: Direct shipping connections are also available from Fiji
to Taiwan, Singapore, China (mainland), Indonesia,

Malaysia and Tanama.

Source: Shipping Lines.
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racific Forun Line (PFL)

This new shipping line was formed in 1977 on the basis
of a memorandum of undertaking the signatories of which are the
independent and self-governing countries of the South Pacific,
namely Australia, Cook lslands, Fiji, Nauru, New Zealand, Tonga,
Western Samoa, Niue, Papua New Guinea, Gilbert Islands, Tuvalu

and Solomon Islands.

The purpose of PFL is to foster inter-regional trade
by providing a regular shipping service to service all the member
islands, and at the same time facilitate trade with Australia
and New Zealand through concessionary tariff rates aimed at
maintaining a 10 rer cent to 20 per cent advantage over Conference
rates. In the longer term it is proposed that PFL ships should
extend their services to include other countries in South East

Asia and western Europe.
The PFL, cargo fleet consists of three ships, viz:

- Forum New Zealand: a 7,000 tonne, Ro-Ro ship with

a capacity for 300 containers.

- Forum Saroa and Forum Kavenga: two 6,000 tonne Li-lo

ships with 3pecial racilities for carrying coconut oil.

Services are fortnightly to New Zealand and monthly

to Australia.

Due to the very high wharfing costs in New Zealand and
Australia, and the fact that port handling facilities are primarily
geared to containerized cargoes, break bulk cargoes are no longer
economic. Consequently LCL v consignments must be consalidated
into contf.ainer loads in order to qualify for PFL cargo carrying

and tariff benefics.

1/ Less than container load.
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Ocean Freight Rates

Freight rates are revised every six months to absorb
changes in fuel prices. !iome rates include # so-called bunker
Adjustment Factor (BAF). Current rates are listed in Table 71
per cubic meter, but may be calculated per tonne, if this produces

higher revenue.
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Table 7d: FIJI: OCEAN FREIGHT RATES FROM FIJI

Fiji port to New Zealand

Conference Lines

- Palletized F$
"™.S. Fijian"

- Unpalletized NZ$
- Palletized NZ$

- Minimum (unpalletized) Nv$

Pacific Forum Line

~ Unpalletized 3
- Container (20 [t/26.3 m>)
- Small container

(9 m3 capacity) F$

Fiji port to Australian port

Conference Lines

- Palletized r$

Pacific Ferum Line

~ Unpalletized F$

- Container (20 ft/26.3 m3) F& 1,

Fiji port to Pacific Coast Ports

¥$ 1,

78.57 per n’ (pallets free)

11k.30 per m
107.40 per m
25.00 per m

3.00 per m3 (+ BAFX 10.75%
159.00 per coatainer (+ BAFX 10.75%)

407.00 per container (+ BAFX 10.75%)

111.00 per m

62.00 per m3
180.00 per container

of USA, Canada, including Hawaii

Palletized (canned goods) US$
nglletized (ginger,

ventilated) Us$
- Palletized (ginger
preserved) us$

Container (fruit

juice and pulp) us$2,

Unpalletized (general
rate) us$

Fiji port to UK port us$

Source: Carpenters Shipping Ltd.

114.00 per m3 (+ BAFX 8%)
i5k.00 per m3 (+ BAFX 8%)
119.00 per m> (+ BAFX 8%)
900.00 per container (+ BAFX 8%)
180.00 per m3 (+ BRAFX 8%)

226.00 per m>
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Table Te: FIJI: INTER-ISLANT BARGE AND SHIPPING SERVICES '

Fiji Inter-Island Barge Service

The barge service is irregular and of varying duration
depending on weather conditions. Cargo rates vary according to
category. Current rates can be summarized as follows:

Savusavu-Suva F$
All general cargo (non-machinery) 21.34 per m3
23.72 per tonne
Copra and coconuts 27.22 per tonne

Vanua Levu, Taveuni and Rabi to Suva or Lautoka

A1l general cargo (non-machinery) 22.00 m3
24 .53 per tonne

Fiji Inter-Island Shipping Service

Levuka-Suva and Yasawa (Mamanucs Groups-Lautoka) Schedule 1

/11 general carge (non-machinery) 23.23 per m3
25.89 per tonne

Copra and coconuts 28.92 per tonne

Freezer and Reefer - box cargo 66.99 per tonne

Nakame /Savusavu-Suva Schedule 2

A1l general cargo (non-machinery) 26.39 per >
29.45 per tonne

Copra and coconuts 35.58 per tonne

Freezer and Reefer - Box cargo 66.99 per tonne
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THE IMPACT OF TRADK ARRANGEMENTS ON FTIJI'S EXPORTS

Fiji's national Jevelopment objectives as set out in
the Zighth Development FPlan, 1981-1985, -ontain as an important
objective the intention to strengthen and further Cdiversify the
economic base of the naticr. 'The main inmplication is that the
production sector of the economy must undergo a transformation
aimed at increasing and diversifying expcrts as well as spurring

further domestic market developments.

Three trade arrangements are covered in this section
which are designed to increase the opportunities for exports of

Fiji products, i.e.:
- South Pacific Regional Trade Agreement (SPARTECA)

African, Caribbean and Pacific Convention -~ LOME TT

- Generalized System of Preferences (GSP)

The size of the markets offering duty free¢ entry, or special
concessions to FiJi is enormous both in terms of population and

geographical area.

Unlike many land-locked and island countries, Fiji is
strategically located in the Soutn Pacific and well serviced by
airfreight and fast sea cargo services to the main markets of the
world. Moreover, Fiji is especially fortunate in being within easy
reach of two important markets which although smaller than the
large industrial nations, in comparison with Fiji, are major

markets indeed, Australia and New Zealand.

Notwithstanding the most generous of incentives, few
if any overseas manufacturers wll open shop in Fiji unless the

market opportunities are far greater than Fiji itself can offer.
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The three trade arrangements to which Fiji is a signatory, provide
access for Fiji's products, but the benefits °* _1 be meaningless
unless Fiji produces products that are about to take advantage

of the facilities offered.

SOUTH PACIFIC REGIONAL TRADE AND ECONOMIC CO-OPERATION
AGREEMENT (SPARTECA)

The agreement was signed on 14 July 1980 at Tarawa,
Kiribati. The signatories to the agreemant are the Governments
of Australia, the Cook Tslands, Kiribati, New Zealand, Niue,
the Solomon Islands, Tonga, Tuvalu and Western Samoa., Fiji
acceded to SPARTECA on 2 December 1980.

The sgreement is a non-reciprocal trade agreement
under which Ausiralia and New Zealand provide access concessions
for exports from Forum Island sovereign states including duty
free, unrestricted access, or other special concessions for most

goods produced or manufactured in the member states.

FIJI EXPORTS TO AUSTRALIA AFFECTED BY THE SPARTECA AGREEMENT

Australian

tariff no. Description of goods Import duty
08.11.100 Passionfruit pulp, preserved PDC: A$0.1h4/Lt
08.11.100 Pawpaws, mango, pineapple, A$0.02/1t

avocado, guavas, preserved

20.07.30 Passionfruit Juice A$0.13/Lt

The above tadle relates only to items currently produced in Fiji.
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CCN Description of goods Tariff Licensing

20.06 Fruit otherwise prepared or 10% -
preserved, whether or not
they contain added sugar -
pineapple

20.07 Fruit juices whether or not they - On demand
contain added sugar. Pineapple
juice in bulk containers

Pineapple juice (other) 10% On demand
Orange juice (other) 10% -
Lime juice in bulk containers 10% -

containing added sugar

Lime juice (other) 10% On demand
Grapefruit, passionfruit juice - On demand
in containers, not containing

added sugar

Other gzrapefruit Juice and 10% On demand

passionfruit Jjuice

ACP-EEC CONVENTION - LOME TIT

Tlie Lome Convention is a trade and aid agreement between
the EEC and the 57 African, Caribbean and Pacific States comprising
the ACP group. Lome II was signed in October 1979 and expires
in March 1985. The aid package is US$7.2 million compared to
US3L4.3 for Lome I. As an added stimulus Lome II has allocated
a further US$55.2 million for regional cooperation programs.

The finanring vehicles are the European Development Fund (EDF)
and the European Development Bank (EDB).

FiJi is a member state of the ACP Group and a full
beneficiary of Lome II. The Lome Convention guarantees free access
to the EEC markets for 99.5 per cent of ACP exports. The 0.5 per cent
are products covered by the Common Agricultural Policy (CAP)
of the EEC.
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Importance js attached to trade promotion for which

financial and technical assistance are made availabie. Hovever,

to date, ACP countries have taken little advantage of this trade

related aid. Same countries attribute this to extended

bureaucratic and procedural delays in obtaining EDF funds. Only

2 per cent of allocated funds have so far been taken up.

Notwithstanling free zccess zuaranteed to ACF
members, EEC agriculture is beavily protected and virtually
impenetrable to all outside suppliers. For principal cereals,
sugar, dairy products, beef, veal and sheepmeat an intervention,
or floor price, is applied to acquire, store and resell products

in the market.

About 2% per cent of production, particularly certain
fruits, vegetables, and flowers is subject to an external protection

system,

Por certain products, e.g. soya, tropical products and
out-of-season produce, EEC is reliant upon outside suppliers.
Imports are regulated by changing tariff rates and introducing

quotas. The system is especially favorable to ACP countries

and represents about 9 per cent of EEC imports from the ACP countries.

Free access to the agriculture supply sector by ACP
countries is on the basis of quota, where exports of the specific
product constitute a significant component of the naticnal economy.
A special provision of importance to FiJi is sugar. Under the
Sugar Protocol, the EEC undertakes to purchase at guaranteed
prices, specific quantities of cane sugar, raw or white, which
originate in ACP member states. As will be noted from the following

schedule, Piji receives the second highest allocation:

ANNEX 7.2
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CURRENT SUGAR QUOTA TN THE EEC MARKET
Tonnes

Mauritius 487,200
FiJi 163,600
Guyana 157,700
Jamaica 118,300
Swaziland : 116,400
Trinidad and Tobago 69,000
Barbados 49,300
Malawi 20,000
Madagascar 10,000
Congo 10,000
Tanzania 10,000
Kenya 5,000
Uganda 5,000

a1 1,300,000

Rules of origin are laid down in the agreement and are
summarized in a World Bank Working Paper No. 1980:2 of the Commodities

and Export Projection Division.

STABEX is a system for guaranteeing stabilization of
export earnings derived from ACP states' exports to the EEC,
by direct subsidies to ACP states, based on past records of
export performance. The system applies only to products on which
the ACP country's economies are dependent, and which are affected
by fluctuations in price and quantity. To qualify for STABEX,
minimum earnings of the scheduled product must not be less than
7.5 per cent of total export earnings. Article 25 of the
Lome Convention lists il products covered by STABEX.

Generalized System of Preferences (GSP)

The GSP is a system wherevy industrialized countries
grant special treatment to imports from developing countries,
in the form of concessions, reductions, or duty free access for

their products. The GSP is a non-reciprocal scheme.

As far as Fi)Ji is conce:rned the GSP is replaced by the
ACP/EEC Lome Convention for the nine member countries of the
EEC, and by the SPARTECA Agreement for Australia and New Zealand.
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Consequently, Fiji would benefit from the GSP preterences applied
by the USA, Japan, Norway, Switzerland, Sweden, Canada, Austria

and certain Comecon countries.

GSP benefits are not automatically conferred upon
developing countries and Fiji exporters should make a point of
checking whether goods destined for the USA, Japan and Cenada,

for example, are eligible for special concessions.

The majority of GSP schemes are expected to expire
in 1982, but the Canadian and U.S. Schemes are uperational until
1984 and 1986 respectively. Selected agricultural products are
included subject to speciel treatment.

Special conditions govern the quantity of goods that are
granted access under GSP. Annual tariff ceilings and quotas are
imposed on the GSP schemes of the USA and Japan. Definition of
rules of origin vary according to the GSP donor country.

The GSP scheme for the USA lists a number of items
vhich are relevant to FijJi of which the following are a short list:

Guavas fresh, dried or pickled in brine 7% ad val
Guavas prepared or preserved 3.5% ad val
Mangoes, fresh 3.75¢ per 1b
Mangoes, prepared or preserved 2.1¢ per 1b
Pawpaws, prepared or preserved 4% ad val
Pineapple Jellies, jams, etc. 5¢ ad val
Candied, crystallized or glaced 20% ad val
vegetable substances
Ginger root, ground, not candied or 1¢ per 1b
preserved

Page 6 of 6
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for Business and Consumer Affairs)

{Mcdia rcleass 11 Merch 1082 by the Australian Ministry

REPORT ON GINGER AND GINGER PRODUCTS

The Minister for Business and Ccnsumer Affairs, the
Hon. John Moore, MP,and the Minister for Primary Industry, the
Hon. Peter Nixon, MP, today announced that the Govermment
has accepted the recommendations of the Industries Assistance
Commission in its report of 15 June 1981 - Ginger and Ginger
Products.

In accepting the recommendations, the Ministers said
the Government has noted the Commission's finding that the
Australian ginger industry was efficient and well suited to the
Australian economic environment. The Ministers said that the
industry held a dominant position in the domestic market and

had also developed substantial export narkets.

Furthermore, the industry had good prospecis for future
growth and in this regard was currently undertaking a major expansion
of processing facilities, which are mainly directed towards

an expansion of its export sales.

Acceptance of the Commission's recommendations means
that dry ginger would continue to be assisted by a sliding scale
duty designed to provide a buffer against an unexpected or drastic
fall in world ginger prices. Duty wiil be payable on imported
dry ginger only where the price is less than $1.20 per kilo.

Gingerip will be dutiable at 10 per cent ad valorem
in line with the tariff assistance recently accorded other fragrances
and essences, Other goods under reference, e.g. preserved ginger

products, will dbe dutiable at minimum rates.

The Commission's report will be availahle from the
Australian Government Publishing Service bookshops in each of the

capital cities'in the near future.
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DATA AND O"HER INFORMATION ON GINGER

Australia's Role in Expanding the Internationa! Market
for Syrupped and Crystallized Ginger

Buderin Ginger Growers' Cooperative Association Ltd.
is Australia's largest exporter of syrupped and crystallized ginger,
and ranks among the more efficien. industries. Buderin controls
its grower members through production quotas geared to market
indicators. Entrants to the Buderin Cooperative must satisfy
strict qualifications in regard to irrigation, production standards

and quality control.

Buderin holds about 90 per cent of Australia's domestic
market, and supplies nearly 50 per cent of the world's requirements Y
for ginger in the syrupped and crystallized form. The export

market also accounts for over 50 per cent of the tonnage and value

of Australian production. With the exception of 1978, exports

of ginger in this form increased yearly, from 761.6 tonnes in

1975/76 to 1,272 tonnes in 1978/79, and from A$900,000 to
A$1,475,000: increases of TO per cent on volume and 64 per cent

on value.

Ginger in syrup accounts for about 65 per cent of the value
of exports and crystallized ginger for about 20 per cent.
Australia's principal market for all forms of ginger is Britain
which takes nearly 60 per cent. Australia is committed to a
strategy of increased penetration of markets in Western Europe.
To this end Buderin embarked upon a major expansion program in
1979 which aims to double its production capacity by 1982, and double
its exports to 2,000 tonnes by 1985.

Buderin's prices for bulk ginger in syrup as in July 1980
are set out as an indicator in the following Table Tf.

1/ Source: Industries Assistance Commission - Australia.

Pege 1 of 2
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Table 7f: BUDERIN GINGER PRICES, JULY 1980

Bulk ginger in syrup

A$ per kg f.o.b.

1st quality - whole root 1,836
lst quelity - diced (crystallizing unit) 1,729
1st quality - diced (standard chocolate cut) 1,836
1st quality - small diced 1,920
1st quality 1,651
Young stem tips or small sliced l,h9h
2nd quality 1,k21
Source: Queensland Department of Primary Industries.
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SELECTED WHOLESALE AND RETAIL PRICES IN NEW ZEALAND, MAY 1982

Product Bulk
code order qty.

176-583 CN 24
177-903 CN 24
177-911 CN 24
176-591 CN 24
178-098 CN 24
180-009 CN 24
125-997 M/OCN 48
180-815 M/OCN 48
179-558 CN 24
175-919 CN 48
175-927 CN 48
175-889

174-068

126-059

181-099 M/OCN 24
176-158 M/OCN 24
176-885 M/OCN 24
176-265 M/OCN 24
126-063 CN 24
176-176 M/OCN 24
173-010 CN 24
126-098 CN 24
176-257

174-971 CN 24

Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can
Can

- Can

Can
Can
Can
Can
Can
Can
Can

CANNED FRUITS - PINEAPPLE

Item

Gold Circle Sw. Plece 225g.
Gold Circle Unsw. Pcc. 225g.
Gold Circle Unsw. Sle. 225g.
Gold Circle Sw. slices 225g.
Mal Primax Sw. crush 227g.
Mal Primax Sw. pileces 227g.
Mal Sweet Pieces 8 oz.
Malayan Sweet Slice 227g.
Mal Primax Sw. Slices 227g.
Mal Unsweet Pieces 8 oz.

Mal Unsweet Slices 8 oz.
Taiwan Geisha Sw.Pcs. 241g.
Phillip. Dole Slices 234g.
Chinese Sw. pleces TK  425g.

Mt. Elephant pleces 425g.
Lunch SW pleces 425g.
Mt. Elephant Sw. slices 425g.
H. Temple Sw. Crush 425g.
Mal Sweet Crushed 16 dz.

Lunch Sw. crush 425g.

Malaysan Sw. Pieces 16 oz.
Mal Unsw. Pleces 16 oz.

Siam Food Unsw. Pieces 425g.
Malay Sw., Slices 16 oz.

Wholesale Selling Price
price  Disc. Usual
5.51D2 .53 .35
5.51DZ .53 .55
5.69D2 .55 .57
5.67DZ .55 .57
4.3902 .43 44
4.49D2 T .45
4.49D2 44 .45
4.70D2 46 47
4.70D2 .46 47
4.04D2 .39 .40
4.22Dp2 .41 42
3.83D2 .37 .38
5.18D2 .52 .52
6.89DZ .66 .69
6.25D2 .63 .63
6.46DZ .64 .65
7.70D2 .76 7
4.60D2 .44 .46
7.15DZ .69 .72
5.76D2 .55 .58
7.85DZ 77 .78
7.13p2 .68 71
5.88D2 .56 .59
7.89D? .78 .79
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(canned pineapple - cont'd.)

—— e —)

Product Bulk Wholesale Selling Price

code orde., qty. Item price Disc. Usual
175-935 CN 24 Can Mal. Unsw. Slices 16oz. 7.2902 .69 .73
168-025 CN 24 Can Cook Island Crushed 454g. 6.91L2 .66 . 69
168-041 CN 24 Can Cook Island Pleces 4S4g. 6.91D2 .66 .69
168-041 CN 24 Can Couk Island Slices 454g. 5.91D2 .66 .69
175-781 LN 24 Can Gold Circle Crush Sw. 450g. 8.75D2 .83 .E3
173-290 CN 24 Can Gold Circle Uns.Pleces 450g. 9.05D2 .85 .91
174-769 CN 24 Can Gold Circle Sw. Pieces 450g 9.05D2 .B5 .91
175-803 CN 24 Can Cold Circle Sw. Slices 450g. 9.47D2 .89 .95
175-811 CN 24 Can Gold Circle Unsw.Slices 450g. 9.47D2 .89 .95
171-611 CN 24 Can Ketum Peruvian Pleces 560g. 6.47D2 .64 .65
176-078 CN 24 Can Hoja R. Peru Clices 570g. 7.77D2 .78 .78
171-549 CN 24 Can Phillip. Dole Slices 567g. 9.79Dp2 .94 .98
174-726 Can Malay Sw. Pieces 20 oz. 7.71D2 .17 77
174-211 Can Malay Sw. Slices 20 oz. 7.77D2 T4 .78
175-897 Can Lunch Sw, Pleces 850g. 9.45D2 .93 .94
179-434 M/OCN 24 Can Geigha Sw. Pleces 850g. 9.45DZ .93 .94
126-179 Can Chinese Sw. Plece Htem 850g. 9.13p2 .91 .91
170-968 M/OCN 24 Can Chines> Mt. Elephant pc 850g. 8.84DZ .85 .88
180-572 CN 24 Can Gaold Circle Crushed 850g. 14,5402 1.43 1.45
175-943 CN 24 Can Gald Circle Sw.Pieces® 850g. 14.89D2 1.47 1.49
175-951 CN 24 Can Gold Circle Sw., Slices B50g. 16.02DZ 1.58 1.60
172-868 CN 24 Can Malayau Sw. Crushed 793g. 13.80DZ 1.37 1.38
173-398 CN 24 Can Malayan Sw, Pieces 28 oz. 14.17D2 1,39 1.42
126-195 CN 74 Can Malayan Sw. Slices 28 oz. 15.30DZ 1.52 1.53
149-403 Can Top K Crushed 105 oz. 43.47D2 4.35 4.35
175-978 - CN 6 Can Gold Circle Sw. Crush 3.2Kg. 50.97D2 5.09 5.10
174-7177 CN 6 Can Gold Circle Pieces 3.2Kg. 50.97DZ - 5.09 5.10
174-785 CN 6 Can Gold Circle Slices 3.2Kg. 53.29D2 5.29 5.32
175-994 CN 6 Can Mal Sweet Crushed 1C5 oz. 57.32pZ 5.69 5.73
172-065 CN 6 Can Top K Pleces 105 oz. 40.39D2 4,04 4.04
175-986 CN & Can Mal Sweet Pieces 105 oz, 48.90D2 4.88 4.89
126-209 CN 6 Can Mal Sw. Slices 105 oz. 56.08DZ 5.59% 5.61
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Product

code

126-241
126-276
126-284
126-306
126-314
126-322

Bulk

order gty.
CN 24
CN 24
CN 24
CN 24
CN 24
CN 24

CANNED FRUITS - PEACHES

Item
Can Everyday Chunks 425g. 1 Tall
Can Cak Sliced 425g. 1 Tall
Can Oak Sliced 820g. 2 1/2 Tall

Can Watties Sliced 310g. 11 F
Can Watcies Sliced 425 1 Tall
Can Watties Sliced 820 2 1/2 Tall



Wholesale Selling Price
price Disc. Usual
8.84DZ .84 .88
9.80DZ .93 .98

17.28D2 1.65 1.73
7.58D2 .72 .76
10.08p2Z .85 1.01
17.66DZ 1.68 1.77
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EXPORTS OF PROCESSED GINGER, 1972-MARCH 1981

9 mths=13/21 Y

Source: Austrelian Bureau of Statistics, Overseas Trade.

1972/1973 1973/1974 1974/1975 1975/1976 1976/1977 1977/1978 1978/1379 1979/1980
Sountry xg A$1000 kg A$1000 kg A$ 1000 kg A$ 1000 kg A$'000 kg A$'000 kg A$1000 kg A$'C00 134 AS1OXC
2/
Gincer preserved LY Sugar
Canada 4,432 5 4,764 5 9,956 1) 11,617 18 11,212 21 12,825 24 10,240 19 19,419 49 30,017 €0
Germany (Fed. Rep.) - - - - 7,131 9 8,619 1) 18,513 29 12,073 19 29,605 54 47,040 40 37,193 £3
United Kingdoa 50,269 56 137,563 130 116,728 162 48,908 88 77,047 13 93,431 172 125,207 253 126,313 2t2 159,547 £2¢
USA 62,032 52 25,461 25 11,155 40 30,706 44 31,796 50 11,924 22 18,780 41 15,695 42 26,029 [
Other 19,737 18 34,074 28 16,487 20 14,539 20 16,164 21 37,912 56 26,311 62 26,311 %6 4E,C8)3 112
Total 136,470 13 201,862 188 181,457 244 114,389 183 154,732 252 168,165 293 212,854 429 234,778 499 298,826 196
Cinser otherwise pre d
or preserved 37
Canada 45,336 M 46,682 39 48,898 53 20,695 27 38,199 44 54,040 74 28,619 44 52,304 15 61,945 114
The Netherlands 107,094 60 43,204 33 19,099 18 31,511 41 21,111 30 280,283 301 159,613 180 175,620 215 527,649 49:
S. Africa 85,795 57 124,229 96 114,720 1C§ 118,035 13 44,686 55 56,975 77 61,355 92 101,581 152 111,935 102
USA 23,319 20 35,492 13 24,621 24 18,872 23 43,388 51 48,631 65 11,770 14 28,100 37 16,934 27
New Zealand 90,459 55 50,540 3N - - 3,625 4 - - - - - 14 - - 7,14C 6
United Xingdom 836,683 561 547,351 389 701,215 560 452,015 49} 766,617 695 749,195 651 733,397 616 745,708 816 566,404 710
Other 7.986 6 19,514 10 22,118 12 2,463 3 22,479 28 30,154 40 64,655 100 93,195 148 86,446 174
Total 1,196,672 7193 867,012 6M 930,671 773 647,266 722 936,480 903 1,219,278 1,208 1,059,409 1,046 1,196,588 1,455 1,178,493 1,706
y Australian Export Commodity Classification number 053.20.21 to 1977-79 to year to date.
g/ Australian Export Commodity Classification number 053.90.02 to 1078-79 to year to date.
3}/ Figurss are preliminary and subject to revision.
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Country
of
origin
USA
Taiwan

Total

Country

of

origin

Taiwan
Philippines
Mexico

Fiji

USA

W. Samoa

Tocal

JAPAN: IMPORTS OF PAWPAWS (FRESH)

1978 1979 1980
Quantity Value uantit Value Quantity Value
(Xg) ('000 yen) (Kg) ('000 yen) (Kg) ('000 yen)
2,524,623 1,060,342 2,359,421 997,817 2,537,513 1,265,264
- - 250 123 - -
2,524,623 1,060,342 2,359,671 997,940 2,537,513 1,265,264
JAPAN: IMPORTS OF MANGOES (FRESH)
o 1978 1979 1980
Quantity Value Quantit> Value Quantity Value
(Kg) ('000 yen) (Kg) ('000 yen) (Kg) ('000 yen)
24,550 13,296 22,000 12,005 23,545 15,029
332,969 151,658 471,690 203,026 524,283 292,024
763,939 365,173 579,081 314,260 661,646 406,748
4,678 2,357 814 509 6,421 3,844
462,127 214,348 798 381 - -
1,342 505 - - - -—
1,589,605 747,337 1,074,383 530,181 1,215,895 717,645

Source : JETRO.
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FACRAGIRG OF AVOCADGS, MANGOES AND TAWDAWO FOR AIR TRANGCDPORT
General

In tke case of avocados, mangoes, pawpaws ond fruit and
vegetables in general, reference should be made to OECD document 85,
published in 1967 and entitled "Recommendations on the International
Standardization of Packaging for Fruit and Vegetables" l/. The
document gives detailed recommendations for various types of

packaging materials and package design from the standpoint of
dimensions, quality and mechanical strength.

Since the document was drafted with rail or sea
transport in view, in which palletization is increasingly used,
some adaptation is needed, the concern here being with air transport.
To begin with, a number of the recommended types of packaging
have to be discarded either because of their form (e.g. packaging
without a 1id) or comstruction, (e.g. wooden crates, which are too

bulky and heavy).

In addition to the types of packaging required for air
transport (i.e. strong and light), the main point to be noted
in the OECD document is the range of dimensions recommended in
Furope. Their use is often required, if not by regulations, then
at least by importers. The choice of dimemsions suitable for
palletization is strongly recommended in view of the terminal
rail or road journey between the airport of destination and the

place of sale.

Form of Packaging

The following types of fibreboard box could be used:

(a) telescopic box with flaps, No. "320 in the FEFCO code
(the photographs on pages 62 and 64 of the OECD document
should be consulted);

1/ Obtainable from the Organization for Fconomic Co-operation
and Development, 2 rue Andre Pascal, Paris 16e, France
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(b) telescopic box No. 0301 in the FEFCO code;

(¢) telescoping box consisting of case No. 0L22 for the
bottom (or for the 1lid) and of case No. 0423 for the
1id (or for the bottom) (see photograph on page 45 of

the OECD document referred to above);

(d) box with flaps, No. 0201 in the FEFCO code (see
photograph on page 48 of the OECD document).

The last mentioned box could be used only for products

which are not fragile or for short-distance shipments.

The telescopic box with flaps should be used either
for not very fragile fruit which is packed loose or preferably,
for fruit which is placed in cell-trays (of moulded cellulose,
for example) similar to the one shown in the photograph on page 62

of the OECD document.

Whatever the constituent material (e.g. moulded cellulose,
paper, plastics), the cell-trays should be adapted tr *+%e size

of the fruit and should not cause irritation or Qdama,,.

Telescopic boxes (b) and (c) with internal heights
of not more than six inches (15 cm) should be used for fruits
which are fragile or need to be well displayed, either in a single
layer with or without a cell-tray or in not more than two layers

with a cell-tray.

Quality of the Material

Telescopic boxes (a), (b) and (c¢) referred to in the
previous section should be in double-face corrugated fibreboard.
In the case of fruits and vegetables, it would be preferable
to determine the mechanical resistance of packaging aceording to
the principles set out on pages 91 et seq. of OECD document 85
instead of specifying the quality of the papers to be used for the
manufacture of the corrugated fibreboard or the properties of the

corrugated fibreboard itself.




ANNEX 7.
- 227 - Page 3 of b

Day-to-day experience show~ that “good” packaging cannot
be obtained with mediocre materials but "bad" packaging can,
unfortunately, be obtained with good quality materials. If the
conditions under which the board is manufactured are unsatisfactory,

the results will be disappointing whatever the raw materials used.

Satisfactory results will be obtained by using all-kraft
liners of at least 220 g/m2 weight for boxes of double-face corrugated
fibreboard. Liners, alsc of kraft, for boxes of double-face corrugated

fibreboard should each have a minimum weight of 200 g/me.
Ventilation

In order to allew gaseous exchanges with the atmosphere,
packages should be provided with perforations in an opening, as

described below.

The ends of the package, i.e. the small vertical sides,
should each have & lengthwise perforation of about three inches
by one inch, rounjed at the ends and situated in the center of the
top third of the panel. These two orifices would serve the double
function of ensuring ventilation and providing a hold “o facilitate
handling. In the case of telescopic packaging, it is obvious that
the perforations in the bottom and the 1id must coincide. This
type of perforation is illustrated on pages 2 and 3 of the
FEFCO code.

The faces of the package, i.e. the two large vertical
sides should be provided either with two perforations in a line
or with four perforations in a square, each approximately

1/2 inch in diameter,

The top outer flaps of boxes with flaps need not meet
but could be spaced about 1/2 inch apart to provide for ventilation

from abnve without allowing the contents to escape.
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Closure

Boxes (b) and (c) referred to above do not usually
need a closure if lids and bottoms fit sufficiently closely.
It is recommended, however, that strips of adhesive tape shculd
be affixed to the bottcm 1id joint. If these are printed with
the exporter's trade mark, they can, in addition to sealing the
package, provide evidence that it has not been opened during

transport.

The same remarks apply to boxes (a), but they, like
boxes (d), must have a ciosure for the flaps. The use of gummed
paper tape is not recommended in order to avoid blocking the air
vents, The flaps should preferably be closed by stapling, as shown
on page 5 of the FEFCO code.
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THE FIJI ISLANDS

Geography

¥iji is made up of about 332 islands which vary in size
from 10,000 square kilometers to tiny islets a few meters in
circumference. These spread over thousands of square kilometers
of ocean in the heart of the South Pacific. About one thirc
of these islands is inhabited.

The total land area of Fiji is 18,333 square kilometers.
The largest island, Viti Levu, is 10,429 square kilometers and
the second largest, Vanu Lewvu is 5,550.

Situated in the hub of the Southwest Pacific, Fiji has
become the crossroads of air and shipping services between North
America and Australia-New Zealand. Travellers and international
vessels enter the country via the international airports at Nadi
or Navsori or the natural harbors at Suva and Lautoka.

History

Most authorities agree that people came into the Pacific
from the Southeast via the Indonesia islands. Here the Melanesians
and the Polynesians mixed to create a highiy-leveloped society
long before the arrival of the Europeans.

The first European discoveries of the Fiji group were
accidental, occurring vhen the early navigators were on their way
elsevhere. The first of these discoveries was made in 1643 by
the Dutch explorer, Abeli Tasman. English navigators, including
Captain James Cook who sailed through in 1774, made further
explorations in the 18th century.

Major credit for the discovery and recording of the
islands goes to Captain William Bligh who sailed through the
group after the mutiny on the "Bounty" in 1789.




were shipwrecked sailors or run-away convicts from Australian
pensl settlements. Sardalwood traders and missionaries came
by the mid-19th century.

Cannibalism was rampant Lhroughout the islands, but this
quickly disappeared as the missionaries gained influence. When
Ratu Seru Cakobau accepted Christianity in 1854, the rest of the

country soon followed and tribal warfare came to an end.

From 1879 to 1916, Indians came as indentured laborers
to work the sugar plantations. After the irdentured system was
abolished, many stayed on as independent farmers and businessmen.
Today, the Indians outnumber the indigenous Fijians and represent

more thaa half the population.

The 20th century brought about important economic changes
in Fiji as well as the maturation of its political system.
Fiji developed a major sugar industry and established productive
copra milling, tourism and secondary industries. As the country
now diversifies into small scale industries, the economy is
strengthened and revenues provide for expanded public works,

medical services and education.

Fiji became independent in 1970 and accepted a democratic
system of constitutional govermment based on the British Westminster

model.

The coi ~y's central position in the regior has been
strengthened by recent developments in sea and air communications.
Today, Fiji plays a major role in regional affairs and is recognized
as the focal poin*. of the South Pacific.

Government

As a member of the Commonwealth, Fiji maintains close
ties with Great Britain and pays homage to Queen Elizabeth IT,
also proclaimed Queen of Fiji. The nation gained independence
on 10 October 1970 - 96 years to the day when Fijian chiefs
ceded the islands to Queen Victoria in 187k.

P
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Nations General Assembly.

The Queen's representative in the country is the
Governor-General. Except for certain constitutionel functions,
he is required to act in sccordance with the advice of government

ministers.
Parliament

Parliamernt consists of two chambers, one elected and the

other appointed.

The House of Representatives has 52 electcd members while

22 appointed members make up the Senate.

The main function of the House of Representatives is to
enact legislation. When in session, the representatives introduce

bills and debate and amend these as needed.

The Governor-General appoints the Senate on nomination
by the Great Council of Chiefs (eight), the Prime Minister (seven),
the Leader of the Opposition (six) and the Council of Rotuma (one).
The Senate's general purpose is to review legislation from the
House of Representatives. It does have the one important power
of final say on matters concerning native land. It has extended
its watchdog role by debating special motions and appointing

select committees of inquiry.

The current Parliament was elected in the third general
election of the country's independent history. It took place
in Septemter 1977 and the Alliance Party won 36 seats. The
National Federation Pargy won 15 and the remaining seat was

taken by an independent.

. 4
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led by the Prime Minister wvho apnoint
a Cabinet of ministers to administer national policies. The
Opposition in Parliament is led by the Leader of the Opposition.
He is consulted on some matters concerning the governing of the

country.

Popuiation

Fiji's population on 30 June 1980 was 634,151, This
compares with a population figure of 568,068 in the 1976 census.
The average annual growth rate for the past five years has been
1.8 per cent.

The mid-1980 total showed the following ethnic breakdown:
Fijians 4b.5 per cent, Indians 50 per cent, Europeans 0.6 per ceat
and all others L4.9 per cent.

Economy

The =conomy of Fiji is primarily agrarian and sugsar
is its backbone. Grown mainly on small holdings, the sugarcane
is crushed and partly-refined by the Government-owned Fiji Sugar

Corporation and remains the country's major export.

Other high export earners are copra, coconut oil and fish.
Rising export earners are timber, ginger, food products and

tourism.

The main economic aim of the Government is to break
avay from the country's dependence on sugar. It is attempting
to diversify into broader agricultural products and greater

industries.

Pine is expected to be of primary importance by the
1980s., Indigenous timber is becoming a high export item and it
is hoped that lumber will match sugar in export revenue. Beef
production is gaining momentum as more cattle schemes are
implemented by the Govermment. Farweis are also encouraged to
grow more food, especially traci:ional root crops such as

dalo, cassava and yams.
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Secondary industries have grown rapidly over the past
eight years and have provided a widening range of goods for home

consumption and export to other Pacific island countries.

Through diversification, Govermment expects to reduce
its trade gap. FEssential imports, like food stuffs and medicsal
supplies, cannot be stopped, but Government does impose duty on
those imports the country can produce locally. These include

garments, cosmetics and footwear.

The 1982 budget calls for a total of F$346.6 million,
an increase of 10 per cent over the 1981 figure. Of this
F$276.7 million has been allocated for recurrent spending and
F$69.9 million for capital expenditure.

Government is placing great emphasis on developing
those areas that have lagged behind in the country's contemporary
development. This entails channelling govermment resources to
mainly rural regions that do not necessarily show the greatest
growth potential. Major changes were made to the country's tax
structure, providing relief for individual taxpayers and concessions
to areas of the agricultursl sector experiencing difficulties

and the building industry.

At the same time, Government is striving to ensure the
substantive growth of the overall economy and the encouragement

of all business and investment.

Industry

Th: processing of sugarcane and copra, along with gold
mining and timber production, are the nation's main industries,

but local industry is continuing to expand.

The gross output of the manufacturing sector including
mining and quarrying and electricity, gus and water during 1978
(latest figures availabde) was F$276,516,000 for manufacturing,
F$9,035,000 for mining and quarrying and F$306,24L,000 for

electricity, gas and water.
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In recent years, there has been a considerable increase
in the number of new industries, besides the expansion of existing
ones. Products manufactured are intended for both home consumption

and export.

These include aluminium products, agricultural equipment,
boats, beverages, building materials, cement, ~igarettes, concrete
products, footwear, handicrafts, ice cream, jewellery, masi,
matches, meat products, plastic, plywood, packaging materials,
soap products, sugar (castor and icing), tea packing, wood products

and wrought iron products.

In addition there is a fisheries base which includes
a freezing plant and cannery; there are rice and timber mills
and there are servicing industries that include general engineering,
civil engineering, electroplating, printing, marine engineering
and slip-way, management, real estate and advertising agencies,

and data processing by computer system.

Telecommunications

Fiji is steadily expanding its network of postal,
telephone, radio telephone and telex services in urban and rural

areas.

The Post and Telecommunications Department handles
radio, telephone, telegraph and telex services to the

other islands and to neighboring Pacific Island countries.

Fiji operates the Earth Station at Wailoku near Suva
which connects Fiji with a world-wide communications system that

uses artificial satellites to relay messages around the earth.
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Transport

There is a 500 kilometer highway that circles Viti Lewvu.
The section between Suva and Lautoks along the southern coast
is the Queens Road and between the cities along the northern coast

is the Kings Road.

Pi}Ji has almost 3,300 kilometers of roads of which 1,200
are all-weather links.

Source: FijJi Today, 1981.
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