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SUMMARY
Findinge

The Prcject carried out activities as planned in the Iroject
Document but had +o be more operational as expected and also had to
adapt itself to the transfer from Ministry of Commerce a2nd Industry
to the Zconomic Development 3oard (EDB).

Its mein activities concerned the review of the incentives scheme,
project identification and the prreparation of industrial profiles,
evaluation of projects and applications for incentives esnd adviee to
+he Business and Industriel Development Committee, and assistance and
advice to both lMinistry of Commerce and Industry and the ZDB in their
nzny activitles.

Tte International project staff input was only helf of the input
rlanned, and the counterpart staff was even *hinner due *o staff
shortage in both the }Ministry and the EDB.

The project's output as s+ated in +he project document were %00
general a2nd long-*erm ones *o0 be achieved but consistent outpu*s were
nevertheless produced. A4Advice was given in many areas, and mostly in
the ac*ivities already mentioned (incentives scheme, project identifi-
cation, investment proposals, other matters). £4nd specific results
concerned mostly investment proposals approved, and projects identified
as well as direct support to the ZDB.

Some factors which impeded implementation were related to the staff
shortage (both in the project and counterpart igency), the wide range
of activities and overlapping of functions between the IMinistry and
the ZDB. A good part of this project's results were already utilized
as direct assistance but some continuity is essential in such studies
as review of incentives and project ideantification.

Conclusions

The main conclusions were related to the situetion of Fiji
industry, its difficulties and constraintsg; the problems of industrial

land; the necessity of rore information on industries and matters; the




- 5 -

relatively good conception of the present incentive scheme but the
necessity of refining it; the need for assistance to small industry
development; the limits of enmployment creation through industrialization;
the limits of import-substitution and the dangers of protection; and the
respective roles of Government end of private sector in investment
decisions.

Recommendations

The first recoamendations concern Fiji policies and strategies, which
are clearly expressed in “he Zigh*th Development Flan, but *he necessity
of an export-oriented strategy must be emphasized while avenues couid be
explored for the crea*tion of comparative advantages and a voluntary
approach or new technologies. Government must have *the means of
monitoring industrial development through the setting-up of an
appropriate industrial file and through considering the possibility of a
licensing system. The existing industry must be sirengthened through
the upgrading of productivity and management skills.

The present incentives scheme must be refined and particularly
eveluation must be based on the use of a proper set of criteria and
speciel and more discriminatory incentives have to be given for priority
proposals.

"he ZDB must be strengthened (more staff, more specialized),
gtructured and organized, and proposals are presented for its structure.
Small-scele industries must be assisted, specially through training
end extension services.

Exports have *to be diversified and stronger assis+tance must be given
+0 exporters. A proper 3ystem should be set up to assure growers of
minimum re*urns for +heir commodi*ies. Tore detailed s+a*istics should
be available for market information. 4And it is essen*ial *o ge* an

improved and speedier system for indus+triel land allocation.
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INTRODUCTION

A= Froject background
Origin of the project

The Government of Fiji has adopted policies and measures favouring

an accelerated growth of the manufacturing sector in the economy. The

Eighth Develorment Plan 1981-1985 states that one of the main aims of

DP8 economic policies is to encourage a greater investment activity

that will result in increased productive transformation, hence

strengthening of the nation's economic tese. A favourable climate

exists both for domestic and foreign investments. Tariff and tax

concessions are made availsble on the basis of appraisal of prospective

projects. The Government is developing the infrastructure for

industrial development through the establishment of industrial areas,

having facilities of improved land, power, water and communications.

The manufacturing sector contributed approximately F$94 million

(or 11.7%) to the Gross Domestic Froduct (at factor cost) in 1979. And

in spite of the efforts made there has been very little growth of this

sector's contribution towards the GDP in the past decade. In order to

give more support to this development with the aim of bringing about

more employment in the sector, the Government needs to strengthen its

instituticnal infrastructure in the industrial field.

the
(a)

(b)

(e)

(a)

The Industrial Promotion Division was established in 1969 within
Ministry of Commerce and Industry. Its broad functions were:

to assist in formulating apprcpriate policies designed to promote
industrial expvansion and related activities;

to study, analyse and appraise industrial projects submitted to
the Mirnistry by the locel and foreign investors;

to conduct detailed cost-benefit studies of major projects with a
view to cssessing the benefits and costs to the national economy
and the various sectors composing it;

to identify and formulate projects, and to prepare pre-feasibility
studies based on loeel human and physical resources. local market

rrospects and foreign outlets;




-7 - ‘

(e) to maintain a file of viable projects and to disseminate in-
formation to prospective local and foreign investors with a view
to matching projects to investors;

(£) to advise investors on technical, financial and marketing
possibilities and prcblems and to assist generally through
extension services;

(g) to m2ke a survey of existing indfustries with a view to assessing
the performance, progress and future prospects of the indusitries,
and to suggest remedies for any problems that the industry
concerned may be facing;

{h) to act as a Secretariat to the Busineus and Incdustrial Development
Ccmmittee (BIDC) which is responsible for making recommendetions
to the Ministers in matters of foreign investment, incentives and
concessions to industries;

(i) to carry out in depth study of industries seeking rrotection and
provide relevant information for price justification and scheme
related thereto;

(37 to provide rural and urban industrial support services and to
operste or assist in the operation of common workshop facilities
in Industrial =states and rural areas;

(k) +o implement pilot projects.

From the beginning the Industrial Promotion Division has been
assisted by UNDP, mostly with experts acting as Industrial Economist,
and more recently by +the ULDP/UNIDO project entitled "Rural and Urban
Industrial Support Services" (FIJ/73/008), carried out from 1974 to
mid-1980. The respective industrizl engineers of this project provided
assistance with regard to the technical aspects of the Division's
operations.

However, due to lack of key professional personnel in the Division,
suzh as the Industrial Economist, Economic Adviser, and Principal
Accountant, very few of the above functions can be carried out effect-

ively and effic.uvntly. The Ministry of Commerce and Industry therefore
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needed to strengthen its Industrial Promotion Division to enhance its
effectiveness and efficiency, and &1l the more as UNIDC assistance
had ceased in 1980 (FIJ/73/008).

The Government consequently requested further UNKDP/UNIDO assistance
to follow-up that provided previously, and this new assistance was
designed with two different projects within the Hinistry of Commerce
and Industry:
1= A project entitled "Assistance to Smell Scale Rural Industry"
(F13/80/003), coatinuing the activities of the "Rural and Urban
Industrial Support Services"; the main objectives of this project,
which started in November 1980, are to assist in establishing a rural
industrial support services programme, including a network of rural
service workshops and the provision of rural industrial extension
services; and to assist and advise existing and potential local
ertrepreneurs ir rural areas in the setting-up of small scale industries,
the optimization of +the use of local resources, the choice of appropriate
production technologies, and management aspects.

2- The present project, "Industrial Promotion and Development", supposed
to provide the services of an Industrial Iconomist, an Zconomic idviser
and an Accountant.

2. Existing facilities

it the time of project's inception, the Ministry of Commerce and
Industry was officially the only Body concerned with industrial
promotion and had supposedly an Industrial Promotion Division, but as
this Division had no Head, and the Vinistry's organization looked
rather informal, all officers dealing with industry wero not part of
this Division.

The staff comprised, under the Permanent Secretary for Commerce and
Industry:

. 1 Director of Trade and Industry, sharing his time between Commerce
eand Industry.

. 2 Senior Economists
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« 1 Assistant Secretary to the Business and Industrisl Development

o P
vOamituee.

« 1 Clericail Officer.

These last four Senior Economists and Officers really constituted

the Industrial Promction Division proper.

. 1 Accountant (in charge of all accounting matters in the Ministry).

. 1 Assistant Secretary in charge of the Ministry's workshers and

pilot projects and counterpart to the other project "Assistance to

Small-Scale Rural Industry".

An Zconomic Development Board had been created by Bill No. & of 1980,

to prcmote, stimulate and facilitate the economic development of Fiji,

and with especially promotional functions, but was not yet operational.

3. Conclusions reached bv the previous UNIDC project

The previous UNDP/UNIDO project "Rural and Urban Industrial Support

Services" made scme recommendations:

(1) Policy recommendations, mostly on small-scele industries:

(a)

(b)

To consider providing preferential treatment to small scale
industries in order to give suitable incentives and encouragement
to entrepreneurs (supply of machinery or Yire purchase Scheme,
charging lower rate of interest, quick protection through
licensing or high tariffs, channelised marketing for articles
rroduced in remote rural areas, price preference in Government
purchases for small industry products, awarding of concessions
automatically %o the units applicd for and registered as small
scale units).

To consider the establishment of an Industrial Development
Corporation with the following major functions: Creation of
infrastructure in the form of industrial estates; procurement
and supply of machinery on a hire purchas: basis; procurement

and supply of raw materials and ancillary items to industry;
marketing assistunce; equity rarticipation in ventures; establish-

nent of laboratories, tool rooms, protoiype centres,ete..

-
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(¢) To consider the establishment of Rural Local Centres for the
development of the rural areas.

(2) Other suggestions, emong which:

(a) To set up a data bank and documentation centre(list of
suppliers of machinery, suppliers of know-how and technology,
survey reports, installed capacity, market demand,etc...)

(b) To undertake area surveys (%to identify specific industries
having potential in different areas) and industrial surv.js
(to examine the growth and potential of further expansion of

specific industries).

B~ Summary outline of official arrangements

() The project was prepared in 1980 and the project document
F1J/80/002/4/01/37 signed by the Government of Fiji and UND?/UNIDO
respectively on 19-8-1980 and 30-.9-80. The primary function was
Direct Support, the duration two years, Government input Nil, aad
UNDF input $125,000. ;

The Government Implementing Agency was the Ministry of Commerce and
Industry.

UNDP input mainly comprised the prcvision, for two years each, of
an Industrial Economist/Chief Technical Adviser, one Economist/
Associate Ixpert and one Accountant/Associate Expert.

(b) A project revision FIJ/80/002/C/01/37 was signed by Government on
30-10-1981, by UNIDO on 14-1-1982 and by UNDP on 12-2-1982. This
revision was designed 4o take into account the modifications decided
during the April 1981 Tripartite Review as well as to include under
this project a consultancy/study to review the possibility of an
industrial free zone or export processing zone (2rz).

In the revised document the Budget was increased to $215,834 and
provision was made for 5 man/months of consultancy for one
Industrial Estate Consultant (3 m/m), one Civil Tngineer/Architect

(1 m/m) and one Short Term Consultant (1 m/m). Due to UNDD




(e)

financial constraints, this EPZ study was postponed to early 1983,
at a time when the project should have normally been ‘terminated.
Consequently the Government, which attached great importance to
this export processing zone, decided to recuest for Austrelian
hssistance to fund the study, which was accepted, and the study
has now been undertaken in June 1982 by an Australian team.
Therefore this revision and all corresponding amendments to
objectives, output and activities have become null.

Creation of the Zconomic Development Board

As stated in DP8 (9.7.39), "given the worsening problem of un-
employment, and the need To generate more vigorous investment
activity in Fiji, Government decided in 1980 to restructure existing
machinery so that all matters relating to investments are handed
smoothly. The Economic Development Board was set up as & statutory
body having representation from both the public and private sectors”
as well as a tripartite representation (Government, Zmployers,
Unions). "This Board will have gdvisory and promotional functious
and will act under the umbrella of overall national development
policy. It has been set up to:

(a) recommend to Government measures required to attract the
desired tyre of investment with a view to the possibility of
Government drafting an Cconomic Incentives Act;

(b) advise Jovernment on possible policies and strategies to
promote economic development;

(¢) adviee Government on the possible location of various types of
industries;

(d) promote development of industrial estates;

(e) promote Fiji as a place of investment for overscas funds;

(£) advise on the need and desirabllity of Government investiment
in various projects; and

(g) act as & facilitator in assisting investors in dealings with

Government departmenta'.



™veprefore “he EDB was created under B8ill Xo. 8 of 1980 (March
1980) "to es*ablish an Zconomic Development 3Board to promote, stimulate
and facilitate the economic development of ¥iji end for purpocses
connected therewith".

The Act mentions tha%, in the discharge of its duties, "the Board
shall have rpower
(a) +o promote investment in, and development of, indus*ries, ventures

or enterprises that enhance employment opportunities, increase

exports, reduce imporis, or are otherwise beneficiel to the
economy of Fiji;

(v) to aasist other persons or bodies in *he establishment or
expansion of any such activities;

(e) +o undertzke product and market develorment and research either
alone or jointly with any other person;

(d) *o act as *he agent for the Governmer* on such me++ers os may be
delegated *o it;

(e) to advise on policies that would further the econoric development
of riji;

(£) Lo advise the (Prime) IMinister on appropriate adminis*rative
machinery to facilitate eccnomic development;

(g) to make grants for purposes related to the discharge of its
functions under this Act;

(n) generalliy to do all such things as may he incidental %o or
consecuential upon the exercise of its powers or functions under
this Act".

The Toonomic Tevelopment Board wes first under the sphere of
responsibility of .the Irime I'inister, and later in July 1922 came under
the new Minis*er for Zcononic Planning and Development.

Llthough +the Chairman was appointed in 1980 and che Toerd itself
me+ several *imes, +he first Director and firs+ Inves*men+* inalyvst were
only recruited in June 1981 end the ZIB really beczme oreraz*+icnzl in
Cetober 1981 with the +transfer to its profit of *+he Industrial Z—nmotion

Sivision of *hc Vinis*ry of Commerce and Industiry.




(a)

(e)

In Cctober 1981, following a Cabinet decision, the Industriel

transferrdd to the Zconomic Development Board (EDB) together with
most of its staff. The project was also transferred and *herefore
the TD3 became the (fficial counterpart agency.

Although the objectives and activities of the project were no

more exactly suited to this new situastion, no forme' revision was
nade.

The project became operational late January 1981 with the arrival
in Suva of the Industrial Economist/Chief Technical Adviser (CT4).
™he Zconomist/issociate Ixpert joined in October 1981 and should
leave in September 1982 after a one~year assignment.

The project will be officially completed in January 1983 and field-
work activitics will wind-up with the departure early November of

the CTA.

C= Objectives of the project

The objectives of the project, an.nded but ignoring the study on

export processing zone, were:

a)

Devel opment objectives

Initial objectives:

To promote, improve and expand industrial supporting activities.

To create more import substitution industries and provide more

job opportunities,

To diversify the industries from traditional locations and products.

Added objectives:

To assist the Government of Fiji in developing a system of attracting
export-oriented industries to Fiji, which would create employment
principally for school leavers.

To design such an investment prowotion system which would show a

long--term economic benefit to Fiji by creating employment, increasing

~exports and utilising local national resources.
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These long-term objectives are exactly in line with the major
netional development objectives for the Zighth Development rlan, which
are expressed as follows:

(a) to strengthen and further diversify the economic base of the nationj;

(b) to promote a more equitable distribution of the berefits of develop—
ment;

(¢) to ensure that opportunity for productive and rewarding sccial or
economic activity is available as far as possible for those who
want it;

() to promote policies and attitudes to increase self-reliance;

(e) to promote a greater sense of national unity within the framework
of a multi-ethnic society; and

(£) to promote Regional and International co-operation.

b) Immediate objectives
€ immediate or short-term objectives were:

Initizal cobjectives:

- To provide more effective advisory services in order to assist and
guide existing and potential investors and entrepreneurs and to
create more local interest also among the indigenous population to
invest in manufacturing businesses.

2- To evaluate and review the overall invesiment incentives currentiy
available to industries.

3- To evaluate and review the ways, means, speed, and effectiveness
of appraising investment applications.

4- To evaluate the performance of industries presently assisted by the
Government.

5- To encourage the development of agro-based industries.

6~ To train local counterparts with the long term view of localising
the Industrial Promotion Division.

Ldded objectives:

7.. To recommend the ways and means to handle potential inves*tors, t0

analyse project rroposals and promote overseas the new incentive

laws.




8- To identify what industries are most likely to be attracted to

Fiji and what industries are most suitable for new development in

Fiji.
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FINDINGS
A- Maoin activities of the project

Given the time limit to prepare end submit the draft Project
Terminal Report, only 17 months of activity were performed at the time
the present report was written.
The Project's main activities have been summarized in Form A of
every of the three half-yearly project progress reports. These
summaries are reproduced in Appendix 2 for reference.
The activities were both of an advisary and operational nature, as
mich within the Ministry of Commerce and Industry (MCI) as within EDB,
The activities carried out, classified as in the project locument were:

(1) Survey/Inventory of existing industries

(8) Zvaluation of industries with regard to performance rogress and

future prospects and suggestions of remedies for problems facing
the industry

The first task was a study of basic documentztion in order to assess
Fiji's economy and industrialisation situation and programmes as a basis
for further development.

with the same purpose more than 50 industrial enterprises and businesses
were visited in order to assess the industry's existing situation ani3
efficiency as well as problems facing the entrepremurs. In ordr der-
take a whole industrial survey when the necessar) means are ave . ...e, a
survey questionnaire was designed.

(2) Evaluation of policies with regard to industriel development

Although no spécific tasks were carried out under this activity, it is
one of ZDB's main functions and therefore one of its ongcing zctivities.
Evaluation of policies is made when preparing and discussing -IB papers on
economic and industrial develbpment, during meetings of the 3Business and
Industrial Development Committee. 4 study and evaluation of national and
industrial objectives, policies, priorities and programmes was also under-

taken for the double purpose of the incentives scheme review and of the

survey on project identification.




(3) Review of industrial develdpment incentives, legislation,

e S~ A Arvwman
rEU.OTIoONS and Troceaures

L study end assessment of the present incentives scheme were carried
out, and a survey undertzken among concessionary industries. ZItudies
were made zbout the obstacles ¢ indusirizlization in Fiji, and on the
dev2lorment znd structure of industry in relzation to other sectors of the
economy. Sugrestions vere mode for possible improvements in investment
incen%tives end expcrt incentives.

. new procedure for considering investment applications wes designed
with a view *o s*reamlining 2nd speeding up the adminig*rative process.

4 formula of Local Value ~dded was prepared for *he purpose of project
evaluation and export incentives ~nd a Iroject Ivaluation Form recommended.

(4) Advice *o the Business 2nd Industrial Jevelorment Cormittee (BIDG)

The project fully pesrticipated in the BIDC activities, azrraising the
aprlications for concessions, the investment proposals and giving advice
to Ministry of Commerce and Industry's or ZDB's staffmembers, as well as
to the Commitiee of Ufficials itself.

For 1981 275 papers for concescions were presented to the ZIDC and
discussed. As 2%t 20th July 1982 190 papers vwere presented.

(5) Zvaluzticn of industrizl projects submitted by local and foreipgn
investors

A nucber of files were studied for appraissal, comments and advice.
Some of them were preliminary invesitment proposals but most of these files
or prorcsals concerned applications to the BIDC for duty concessions on
ecuipment and raw materials, for new rrojects or ex*ensions of existing
industries.

Ag a2t mid-July 1982 zbout 60 proposals were thus dezlt with.

(6) Iroiect iden*ifica+ion and assistance in *he undertakin~ of
industrial project feasibility studies

4 vast study wzs undertaken on project identification, involving first
the definition of a methodology =nd then research work. 4 ctudy and

analysis of imports were made, lezding to sucgestions on import-substituting




industries. An inventory of local resources (agriculture, fisheries,

forestry, mineral resources) was compiled with a view ‘o possibilities of
processing, mostly for export-oriented industries. And some industrial

profiles were prepared for interested investors. This activity, not yet

completed, must be considered as an on-going one.
Some feasibility studies were also assessed (tannery, glass bottle
manufacturing, etc..).

(7) Advice and assistance to entrepreneurs on problems relasted to new and
expansion proiects

Ltdvice and assistance were given to promoters/investors for their
$nvestment projects and problems, mostly through discussions. In the rirst
project's period (1981), with Ministrv of Commerce and Industry, some
diagnoses were also made and advice given on management problems.

(9) Training of counterparts

Although there was no formal training, and though there were no
official and permanent counterparts for most of the project duration,
training was a constant preoccupation of the project and tried to be
provided through methodological or technical notes, team work or daily
discussions with colleagues.

(10) Other activities in a.cordance with the functions of the Industrial
Promotion Division (Ministry of Commerce and Industry

In its operational assistance role and on behalf of the liinistry of
Commerce and Industry varicus industrial. files or industrial development
files were assessed by the project end comments, recommendations or advice
given. Various meetings were also attended on behalf of the Ministry
(Macro-Sconomic Policy Subcommittee, €tCese) e

The project was also involwed in different studies and in the prepara-
tion of various papers(tariff protection, unfair competition, economic
growth and industrial development, lMinistry's organization chart and job
descriptione, etc..). Advice was given about the functions of the Industrial
Promotion Division, later transferred to the EDB, and on the functions

remaining with the lMinistry after this transfer, and abcut respective




functions of LCI and ED3.

in assessment was made of the studies znd recommendztions zbout an
Bxport -rocessing Zone, some intermediary recommendations presented
{the Mauritius concept; and rreparatory wcrk carried out for further
studies.

Lfter the project's transfer to =ZDB, assistance and advice wvere
still given to the liinistry on specific matters.

(11) Cther activities in accordance with the functions of the
Teonomiec Development Soard

tssistance and advice were first given to the EDB during its starting
reriod. And as part of the Industrial Promotion or Project Division of
EDB the project participated ac*ively in many ZDB activities as well as
the preparation of papers, reports, press releases, draft letters,
economic studies or market surveys, etc... Specially important were
assistance in the definition of ZDB's role and functions, assistance in
promotional functions, and special assistance to the Director on verious

matters.

(12) Other activities

Finally, various economic @ technical reports were studied. And
briefing, assistance and advice were given to many visiting experts,

Agencies' Cfficiala, or consultents in various economic fields.
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2=

B~ Findings (Conclusions/results)

International rroject Staff

The »roject was expected to sturt in September 1980.

Three expertc were planned in the project document:

- an Industrial Zconomist/Chief Technical idviser, for two years
- an Economist/issociate Expert, for two years
- an Accountant/Associate Ixpert, for two years.

The Industrial GTconomist/CTA started his assignment in January 1981,
date at which the project officially became operational.

The Zconomis*/Associate Zxpert could only be recruited later and
jJoined the project early October 1981. Due to the project's official
termination in Janvary 1983 her assignment cannot be extended and she
will have participated one year only.

The Accoun*an*/Lssocia%e Txpert could not be recruited. 5o that
for UTDZ inputs only 36 m/m of experts were provid=d, that is half of
what was planned.

Counterpart personnel

n
~

During the first phase of the project, with Ilinistry of Commerce and
Industry, only one offic*al counterpart was nominated, during the 4pril
Tripartite Teview. She was the Senior Zconomist I and was only part=time
countervart to the lndustrial Zconomist/CTA, every one of them working

on his own duties with only frequent consultatiens. Two other officers,
the Senior Zcononist II and the Jecretary/BIDC were occasional counter-
parts but with frequent discussions.

“hen the transfer of the Industrial I'romotion Division to the IDB
occurred, the staff had the possibility to choose to be trangferred or to
remain with the Finistry. The Senior “conomig* I choose to remzin with
the "inistry and therefore gsince then the project had no official counter-
part. The “enior Tcononist II znd the Jecretary/BIDC were itransferred and
continued thelir occasional counterrart un*il +he Senior Tlconorizt left for

emigration,
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Due to a shortsge of staff, and partienlariy of economists, it
was not pessible tc provide the experts with official counterparts.
And furthermore dué to this staff shortage, the experts had to work
more or less in an overational position and thus f£ill the vacancies in.

3= Cutsvts produced

‘he expected outputs were expressed as follows in the project
document:

1. .2 Industrial Promotion Division able to perform all activities
needed to further develop the country's amanufacturing sector.

2, Increased numbers of companiesa engaged in industrizl activities and
increased output volume and relative growth of the manufacturing
sector's share in the GDP.

3. Increased numbers of persons directly employed in the nanufecturing
sector.

4. lNore balanced distribution of industries over the country.

5. Increased "local value added" component in manufacturing industries.

6. PReduction in the imports o? manufactured goods imported to Fiji.

7. Incieased exports of locally manufactured goods.

These outputs rather look as medium or long term otjectives, which
could not possibly be attained within 17 mon*hs nor can be easily measured.

The project, more modestly, may be estimated to have produced the
following outputs:

=  The Zconomic Development Board (EDB) assisted in its first steps after
creation.

- The Iroject's Division of EDB strengthened.

- Investment proposals evaluated for the granting of investment ineentives
and recommendations made (60 projects or proposals evaluated).

- Ciher applications for incentives evaluated and advice given to EDB
staff and to BIDC.

- Industrial development incentives analysed and assessed; a set of

criteria proposed; a new procedure proposed for appraisal and decision-

taking.
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- l‘lethodology of project identification proposed;

/reas of possible import-substitution industries determined;

Inventory of local resources compiled;

Some Industrial profiles prepared;

Basic documentation gathered for further work.

- Advice and assistance given to entrepreneurs on their investment

proposals (24) or on management problems (3).

- "unctual advice and assistance given to Ministry of Commerce and

Industry and to the Minister.

- functual advice and assistance given to EDB in *he starting period
and then in the implementation of operational activities.

Although the incentive review was not wholly completed and conclusions
drawn, and much remains to be performed in the project identification
exercise, vhich is rather an ongoing one, the outputs were produced
according to expectationg given the size of the project and the short
time of implementation.

Advice provided by proiect personnel

Advice was given by the project in the following areas:

on investment proposals, on feasibility studies; on applications for duty

or tax concessions and applications for export incentives; on the incentives

scheme and procedures, and on appropriate criteria (local velue Ldded); on

possible areas of import-substitution; advice to promoters/investors for

their investment projects and prouvlems; advice to enttepreneurs on management

and orgenizational problems; advice on the Ministry of Commerce and
Industry's and EDB's respective functions and responsibilities; advice to
Ministry of Commerce and Industry on various problems; advice to EDB on
various matters and problems.

Advice on inves+tment proposzals and on feasibility s+tudies

~valuation was made and advice given on investment proposals relating
to the following activities:

- Jute and jute bags

- Sesort villas and lotels




Soap prcject (Labasa)

Coconut 0il soap rroject
Detergents
Jerap metal
Tyre Retreading g

.ooden sticks snd spoons
Toilet cistern assembly

Lime industry

Taints industry: 2 proposals
Bleach and washing detergent:
Cookware

Pencils

Alr freights

Brickworks

Fertilizer manufacturing
Bulk fertilizer bagging

vinery and distillery

Blending and bottling of gin and vodka

7CC poles and sleepers

l.opes

Biomess energy cubes

Jerning implements

Lgricultural implements

asi rugs

*parmaceutical products: 2 projects
Low-cost prefabricated housing
Chicken farming

Goat farming

Garment manufacturing

3teel Rolling Mill: 2 projects
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c)

- Polypropylene bags

- Printing

- TKuts and bolts

- IVC wire

- Leather handicraft

-  Lttache-cases and suiticases

- Liqueurs menufacturing

- Classbottle menufacturing: one feasibility study and one project
- Ginger processing

- Tourist transport

- Cgsseva and dalo chips

- -lastic boots

- choes

- Shirts and garments manufacturing
- Micro~film data storage

- Tannery |

Advice on applications for duty or tax concessions, or for expert incentives

These were the zpplications presented to the Business and Industrial
Development Committee of officials and then to the Committee of Ministers.
Althourgh the submission papers were not prepared by the project personnel,
they were assessed and comments given; and within EDB Project Division,
meetirgs were held prior to BIDC meetings in order to discuss every
epplication presented.

For 1981,275 papers for concessionswere presented to the BIDC and
discussed. As at 20th July 1982 190 papers vere presented. These applications
covered industry as well as agriculture, services, tourism, transport,

fisking industry, construction, etec..

idvice on the incentive scheme and procedures, snd on apvropriate criteria

Juring the Incentive Scheme review, special advice was given on the

following:

- Advice on a suggested procedure for considering investment applications.




- “roposition of a national definition of Local Value ..dded end

rrorosition of a set of criteria and project evalua+tion form.

- .dvice end suggestions for the Incentive Scheme Review.
- J2vice and suggestions on the possible improvements of the export
incentives scheme.

d) Advice on pessible arees of import-substitution

buring the project identirication study, an anglysis of impori was
pede ond led to a list of possible areas for import substitution, which
ig not a 1ist of recommended industries but a list of industries which
heve some potential and for which investors might undertake a market
survey and feasibility study.

e) Advicc tc rromoters/investors for their investment projects =znd problems

Discussions were k2ld and advice given %o promoters/investors on thelir
investnent projec*s, either in ¥DR's office or in their own prenises.
These investment projecte were in the following areas:

- Tlastic tiles
- Jeer ceans
- teel rolling mill

- Glzes bottle manufecturing

- Tvrescnd tubes
- lowels
- Jermica

-, Czrbon paper

- hoes

- Dry cells

- Ccconut based industry

- “oconut oil and esctivated charcoel from cocorut
- “nll-gcale weaving and knitting

- .ooden sticks and spoons

- Torer plates
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- Canned food

= Low cost prefabricated housing

~ leather handicraft and small tannery
- Garment making manufacturing

- rertilizers manufacturing

- Folypropylene bags

- Gypsum tiles

- Sodium silicate

- Taper and egg trays

- camel back for retreading

Ldvice to _en$repreneurs on manacement or organizationsl problems

.ithin the framework and functions of the Industrial Promotion
Division of the Ministry of Commerce and Industry, diagnoses were made
and/or advice given to some entrepreneurs on their manacement problems.
The enterprises concerned manufactured:

- Envelopes
- .ood screws
- Kerosene stoves and stainless utensils

Advice to NMinistry of Commerce and Industry on various matters

During the project's implementation with the Ministry of Commerce and
Industry mostly, but even after the project's transfer to IDB, the project
had to advise the lMinistry on verious matters and problems, apart from those
pertaining to investment and already mentioned. These included:

- ‘ldvice on the necessity of an industrial file based on an industriasl
survey, and design of a questiomnaire for industrizl survey.

- Ldvice on the setting up of an Export rrocessing Zonme and alternative
sclutions.

»2vice on the utilisation of foreign assistance and possible fields of

czctivity for foreign experts.

- ~dvice on the Ministry's organization and functions, a2nd preparation

of job descriptions.

-  Advice on tariff protection.
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- fG@vice on standardization and quality assurance problems.
- .ivice on the lulti-ribre arrangement.
- ..&7vice on an Investment rromotion and irotection Acreement with a

foreirn partner coun*ry.
- ..dvice on the Common Fund for Commodities (UNZTAD).
= ..dvice on >mall iInterprise development.

h) 2dvice to the Tconomic Develcrment Boerd on various matters

Lpart from the advice given in the exercise of the planned zctivities
and already mentioned the project had to give advice on the following
matters:

- Ldvice on ZD0's functions, and on different ZDB's presentation pepers
or press releases.

- Ldvice on promotional matters.,

- /ldvice on the needs and utilizaticn of foreign assicstance.

= Advice for the Cormonwealth Feads of Governments Regional Feeting

(CECGRI) Working Group on Industrial Cooperation rorkshop (July 4¢32).

- fdvice on t*ransnational corporations protlems.

- ~dvice on UNCTLD matters.

- ~dvice on tourism deveopment problems.,

- ~Jvice on problems in the develorment of export industries.

5= 3pecific results

It is ai~ficult to state specific results obtained both because cof the

short Zuration of +this project (17 months at the time this report .as
prercred) «nd cfhhe time delay in industrial promotion tetween zctivities
rerformed zrd resultsobtained. And the same applies to DB activities,
where in its veportsthe ZLB states that so many projects Lave been approved,
but ~iven +hat the enterprises are z1lowed 12 months tc set up the fectory
and start commercial production (and this time limit is sometimec extended
to 7 jecrs), it takes time before any cuantitztive results ccn be enumerated
such 25 the investment actually made. the employments actually created, etc.

The outputs of the project have already been enumerated in a previous

paracrevh.

-

L . L - ‘J _




- 28 -

411 that can be said is that the project, after 8 months with the
Ministry of Commerce and Industry, joined an infant Economic Development
Board which it helped in its first steps and strengthened during the 9
months so far spent with.

Therefore the immediate objectives could not be reached ard were not
reached in such limited a period with such limited staff, and the zroject
vwould need one year more to reach them.

Factors which facilitated or impeded implementation

The factors which impeded implementation were larger than those which
facilitated.

1. Factors which facilitated implementation

The main factor to quote is the guality, dedication and cooperative
spirit of some senior staffmembers and of EIDB's menagement, end dynamism
of the Board's management.

2. Factors vwhich impeded implementation

The main negative factors were:
- CThortage of staff in the project (only half of expected UIDP experts
inmts).
- Shortzge of staff in the counterpart igéncies (Finistry of Commerce
and Industry, and then ZDB), leading to:
. lack of counterparts to assist experts, to be trained and then
to continue work.
» necessity for experts to work in too many operational activities,
thusz substituting to national staff.
- Trensfer of promotional activities and of the project from Einistry of
Commerce and Industry to EDB.
= Lo clear delimitation of functiocns and responsibilities between the
Finistry of Commerce and Industry and the LDB.
- Objectives, cutputs and activities of the project %too general and too

wide.

-~ Functions and activitiey of LIB too wide, given the staff available.
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7- Utilization of rroject results

a)
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he results of *this project were 2lready in
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far as rany activities were operationzl and of 2 direct suprer® nature,
and direc* and shor* *erm advice was given (o 2IDI, *o s*=ffnmerbers, *o
rromcters/investors).

e rezults of the Incentives Icheme review take more tize to
motorizlize sinece they involve many Governrment Depariments znd may also
imyl- %o zcre extent some kind of political comnitment.

.né the results of rroject identification will only be practically
achisved vhen feasibility studies are made and investiment decisions are
actuzlly telen.

Sut z11 these activities need some continuity to beezr fruits. Too
many ctudies are undertaken and ther come to an end, like 2 river ending
in a desert, with no follcw up and no exploitation. Zven 1if the rroject
is not ex*ended it is essential that scme staff remzins in charge of the
studies initizted 2nd that *these activities be concluded +to their normal
tern.

Conclusions

Some main conclusions are hereunder presented, under the following
headings:

Situation of industry and constraints

Fiji industry does not fare so bad, but its potential is limited by
the following factors:

- lWages relatively high, at least for unionised labour, in relation to
productivity, and in comparison with other competitor countries.

- Productivity reletively low in comparison with competitor countries.

-~ Management skills insufficient.

- Duplication of activities in too many fields (soaps, biscuits, canrs,

polythene film, polythene bags, snack foods, paints, plastics, etc..)

resulting in excess capacity, low ra*e of activity and of usei capacity,
J

low productivity, high costs and lack of competitiveness.

- Generally insufficient rate of used capacity.
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A1l that makes that competition is very difficult with such countries
as Taiwan, Hong-Kong, Singapore or South Korea, where wages are lower than

in Fiji, and produc*ivity much higher.

In fact Fiji is in an in*ermdédiate and uncomfortable position between

two kinds of countries; she is midway between:

industrialized couriries with which she cannot compete because she has

not the same level of productivity, technology, know-how, management

skills, etc...

the developing countries with which she cannot compete because she has

much higher wages.

b) Problems of industrial land

4 major constraint for many industries, and especially small industries,

is the non-availability of industrial land and the diffdculty of getting it.

I+ seems paradoxical that in a country with such a low density of population,
and land available, it is so difficult for many small entrepreneurs to get

even some Plots to set up industry and who have sometime to wait for years.

The present system of allocating l1and does rot appear sstisfactory and

should be reviewed.

¢) Necessity of more information on industries and market

The existing informaticn on the gituation of industry, and particularly

on existing manufacturing capacities and on *+he rate of utilization of these
capacities, is yuite insufficient. This does not allow either the Ministry

of Commerce and lndustry, or the BIDC or the Economic Development Board to

assess the situation in order to better plan for further developrent, and

to avedd duplication.

It is therefore necessary to have an up to date and well documented

industrial file at one place or the other (Ministry of Commerce and Industry

or EDB) in order to know in particular the existing processing capacities.

There is also a need for better information on national markets, to

better match processing capacities to market availability.

d) Incentives Ocheme

The present system of incentives cnmpares well with many other countries,




and the prccedure is relatively efficient, even if it can be sireamlined.

However some shortcomings have to be noted:

no special incentives are given at present to industries outside
Suva/Nausori, slthough the stress is put in the Eighth Development Plan
on the need for decentralization of activities. Therefore, investors
naturally tend to concentrate on Suva and other larger cities where they
get the same incentives together with all facitities;

no formal set of criteria is used for BIDC decisions on the granting of
concessions, and aprlications zre considered on the basis of common
sense; it would appear necessary to use a more sophisticated tool for
+this decision-taking. Even the cost of decision in terms of revenue
foregone %o the Government is not estimated at the present time;

the same concessions are granted for every kind of industry, whatever

the degree of priority; the present system should be refindd in order to
give more incentives to priority industries such as recommended by
planners;

assistance has to be given to investors in their dealings with Ministries
for investment problems, ome a decision is taken; it was ZDB's creation's
aim to solve this problem but could not be implemented so far due to staf
shortage and organizational problem; but the lengthy formzlities to go

through certainly constitute a deterrent factor for investors.

e) ~scistance to small industry development

Not enough assistance seems to be given to small industries, in spite of

the importance of small industry for employment creation, and for entrepre-

neurc..ip development, mostly in a country such as Fiji, and although DP8

states that encovragement will be given to the developmeat of small and

medium scale industries.

Meny smz2ll industries were started with great hopes by enthusiastic

entrepreneurs but are run inefficiently and soon come to meny difficulties.

There would specially appear *to be 2 need for:
- technological assistance

- extension services and management assistance.



£) Employment creation

Although it is often stated that industrial development must be boosted
in consideration of the worsening problem of unemployment, industrialization
should not be relied *too heavily upon as a means of creating employment, as
there is no ques*ion of creating in Fiji labour-intensive industries, dub to
the high wages. And as the example of more advanced countries shows, it 1s
services which create mosti employments. It is now widely recogrized that
mich of the impect of industrial growth on employment is indirect, through
activities that serve industry. And manufacturing, all the more if it is to
be efficient and competitive and get 2 high productivity, is too small a
sector in terms of employment.

g) Import-substitution and protection

As recognized by the Eighth Development Plan 1981-1985 (DP8) the scope
for further import-substitution industries based on imported raw materials
gseems limited as a long term industrial development strategy. The only
possibilities are where an existing entrepreneur f£inds to add to his present
range of products or can create a market for a new product; but this is left
to private initiative and cannot be worked out by Government economists or
planners.

And when encouraging import-substitution industries, more attention
should be paid +o the cost-structure of locally manufactured products as

compared +o imported products, as shown in the following graph:
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Is it better to import a product or to menufscture it in Fiji?

Retail price

Retailer Retailer
cargin margin
Yholesaler (impcrters) Fanufacturer's
margin margin
Other manufacturing
Duties costs
Wages
Imported raw
mzterials
C I F Price
Depreciation on
imported equipment
Imported Manufactured
product product

Local Vealue Added must be compared to the retail price. 4And if the
foreign-exchange cost of material and machinery, plus repatriation of
weges ana profits and interest on foreign borrowing exceed the CIF import
value of the product, there is definitely no irterest in its production.
How many items manufactured in Fiji are thus at the consumer's expense?

Fiji authorities seem well aware of these drawbacks and Fiji industrial
development strategy seems very sensible in that it gives similar incentives
to production for domestic and for export markets. However there are
constant solicitations from businessmen for higher protection, and the
tentation mus+ be resisted to manufacture certain items under unduly high
protection.

Role of Government and of private sector in investment decisions

Fiji is a liberal country with a liberal and open economy and the
National Development Plan is only indicative, there is no public

industrial sector, and therefore it is left to industrialist as to the

fields in which they will invest. This gives limitations to the project
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identification exercise, because finally it is the investor who is
taking the risks, not the Government nor the advisory body. And given

the uncertainty of world economic situation, the Government can only

crientate investment by appropriate incentives but not press too much

on investors.




RECOMMENDATIONS

Before presenting some recommendations, it must be recognized
that as far as the industrial situation and industriai development

policies and strategies are concerned, Fiji authorities are well
aware of the problems and constraints, and as regards industrial

promotion and developunent many recommendations this project could
make are already clearly expressed in the Eighth Development Flan,
particularly as regards industrial strategies and export-oriented
industries, the development 07 small and medium industries, the need
for a strong Information Center, etc...

1. Fiji volicies and s*.=tegies

a) This project can only approve Fiji's industrial development
objectives, s*rategies and policies as expressed in the IZighth
Development Plan, Chapter 9.7, in very clear terms, and which
enumerate the measures +o be taken and programs to be developed, on
the types of industries, the scale of industries, and on the need
for better coordination, marketing, and research and information.

b) Necessity of an export-oriented strategy

What will be stressed here is the absolute necessity (and
difficulty) of having industry open on the outside world, that is
export-oriented. Recent studies show that countries adopting export-
oriented strategies have been more successful than others in achieving
higher rates of income growth. /4And an export-oriented strategy is
much more stimulating since the necessity of remaining competitive in
world export markets gives a stimulus to industries. Furthermore,
exposure %to foreign compe+ition also provides an impetus for
technological change.

Fiji authorities recognize these fac*ors, but in view of the
difficul+ies of identifyins new products and new markets, and of

penetrating *these markets, *“he tentation often comes to revert to

import-substitution industries, under pressure of local businessmen,
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and under high protection. TFiji should avoid to grant excessilve
protection, which raises the cost of inputs into agriculture,

primasry production, service or manufacturing industries as well as
the cos+ to the consumer and allows inefficient industries to be run.

Besides, high costs restrict potential consumer markets and there-
fore limit the scale of production.

Cnce this is recognized, every decision on a new import-substitu-
tion industry under concessions should be based on a clear and objective
evaluation using clearly expressed economic and social criteria. This
point will be diccussed again further on.

c) The identification of new products

In order to successfully manufecture for exports, a country needs
comparative advantages, such as natural resources, energy, lov wages,
special skills, advanced technologies, etc.. Where comparative
advantages do not exist, they can sometimes be created. And a newly
industrializing country such as Fiji has to upgrade and diversify its
exports line with its changing comparative advantages.

In the project identification study a methodological paper had been
prepared in which different approaches were presented to product
identification. This paper is reproduced in Annex g. But there is a
further azpproach which might be used and which could be called the
"voluntary approach". Given the relatively high cost of wages it seems
tha+ Fiji should embark on a voluntary development of more sophisticated,
more hirs -=value added industries, since it cannot compete with cheap
labour :ountries. Japan after the last world war followed this approach,
and recently Singapore is shifting from less sophisticated industries to
high technology ones.

There will certainly be a world-wide regrading between nations which
have taken a technical advance, or were able to take a place in new areas,
and others which will merely become industrial sub-contractors.

Some research needs to be done on these avenues, and a technical

committee should be set up to work on it, comprising representatives of
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the Fiji Institute of Technology and EDB, and associating the University

of the Sovth Pacific.

d) Ywarces policy

AS This is a touchy matter, this project will not elaborate too much.
But without interfering with interested parties it must be stresced that
Fiji is a country with relatively high wages compared to other countries
such as Taiwan, Singapore and even South Korea, which have a much higher
productivity.

Therefore, in order for industry and more generally the whole
economy to be competitive,wages should be contained, mostly for
unionized labour. High wages are in fact detrimental to emrloyment
creation, 2nd even now industry to be competitive has to use high and
capi*al intensive technologies.

2) Yonitorins of industrial development

a) Necessitv of an up-to-date industrial file

As was stated in the conclusions neither the Ministry of Comnmerce and
Industry nor the ZDB have any industrial file with all pertinent data on
existing industries, the range of products manufactured, processing
capacities, etc.. This makes it difficult for both these bodies to assess
the industry's situation and plan further development; it makes it also
difficult to determine areas in which there is already excess capacity
and to avoid costly duplication when new applications for concessions
are presented in such zeas.

It is therefore gbsolutely necessary to build up an industrial file.
This should be done starting from a detailed industrial survey, where
most industries would be visited. Such a survey could use students
properly trained to interviewing.

b) DPossibility of a licensing svstem

Tven an up-to-date industrial file is no% enough +o fully moni*or
industrisl development since it does not *ake immediately into account
nev industries. In *he present sys*em an investor presents an zrplication

for incentives and gets an approvzal or refusal. If he gets an approval,
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the au*thorities which have granted approval do not receive any feedback
infermation on vwhether the project was implemen*ted or not. 4nd if the
inves*or gets a refusal, for instance on *he grounds that *here is
already excess capaci*y in *+he applied field, nothing prevents it from
going ahead. And *here is at present no way of avoiding durlication in
so far as an industrialist does not ask for concessions.

Therefore Fiji Government might consider setting-up a licensing
system. whereby any indus*ry wanting to create new lines of activity
would need to be licensed to do so. This licensing system would be
under the inistry of Ccmmerce and Industry.

3) Strengthening of existing industry

As :he visits to industries proved, existing industries do not fare
too bad but have nevertheless many shoritcomings which must be remedied if
these industries are to be competitive in world markets.

(a) Necessitv to upsrade nroductivity

To be competitive, and in view of the relatively high wages, there is
an absolute necessity to upgrade productivity, which is in fact the ratio
of dutput to one of the input factors, generally labour (labour product=-
ivity) or capital (capital productivity). Having high wages is only
compatible with high productivity.

Higher productivity will come out of

a bet*er and increased utilization oI equipment
- better organization and methods

- *raining of manpower

better management.

Fiji Government should see the possibility of taking or encouraging
measures to implement these productivity imprcvement measures. The
industry itself should take charge of this program, and the S35

Manufacturers Assocization mizht consider setting up the arpropriate

mechanism, may be a small nucleus a2s a Productivity Center. oome external
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assistance micht be requested to help set urp such a Center.

b) Kecessity to uprrade manarement skills

£1though there are genuine difficulties for industries due to the
spallness of market, cost of equipment, raw materials and energy, etc..,
many industries are not efficiently run end those which go to failure
often do so due to bad management methods. It is not just enough to
erect buildings, set up machinery and start producing, manacement has to
be learned as competition is everywhere and promoters who were good
traders lack the skills necessary to a2 good industry managelT»

Again the Fiji Government should encourage but leave to private
initiative such as riji Manufacturers Association and the Chamber of
Commerce the se**ing up of apororriate means. External assistence
should also help in +his important field.

4) Incentives

Although “he Incentives Scheme review is still urd erway at the t+ime
this revort is written, some recommendations can already be made. They
concern:

a) Necessitvy of using a prover set of criteria

As vas already stated no objective and quantitative criteria are used
at present for appraising the investment proposals and applications for
concessions. 4nd it is a serious drawback. EIDB, the ilinistry of Commerce
and Industry ani the BIDC Committee should use a proper set of criteria,
taking into account financial and economic factors.

The project studied this matter on behalf of the lMinistry of Commerce
and Industry and at the request of the Macro-Economic Policy Subcommittee
prepared and proposed a definition of Local Value Added suited to the
purpose of determining incentives %o be granted to a new industry or export
incen*ives to give to an existing one. The propozed definition which is
reproduced as Annex 4 was based on the UNIDO-IDZ.3S method for industrial
project evaluation, prepared jointly by UNIDC and the Industrizl Development
Center for Arab Otates, and was accerted by *the Macro-Zconomic ~olicy

Bub-Comnittee,
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According to the proposed definition, the Local Value fL3ded
generated by a project or industry is defined as the total (direct plus

indirect) Tet Iiational Value ~dded senerated by this project or industry

L

and is conputed as +he sum of:

- +he Direct Net Iational Value 4Added (or Direect Loecal Value £dded)which
is the value added by *he project or industry itself,

- plus an estimate of Indirect Net Fational Value Added (or Indirect
Local Value Added) which is the value added generated by cther indus*ries
as *he consequence of the existence of this rroject or indus+try.

The Direct Fet National Value :dded or Direct Local Value .dded is
defined as the amount by which the value of cutput (exports, domestically
marketed and other income) exceeds the agaregate amount of the following

(a) the Value of investments (imported and domestic) for a new project

or the annual depreciation on investments for an existing industry;

(b) the Value of current material inputs (imported, domesiic and in-

frastructural services);

(¢) the value of repatriated payments (wages, profits, interest,

nanagement fees, royalties, etc..)

This formula was regrettably no*t implemented so far and it is
reconmended to make um of it.

Together with this definition was prepared a roject Zvaluation Form
(see finnex §), which i+ is also recommended +o implemen%, mostly for BIDC
appraisal and decision.

b) Cost of concessions pgranted

This same Projec® Zvalua*ion Form includes data on *he cost to Fiji
Government of concessions granted in terms of duty revenues foregone and
income taxes foregone. The BIDC currently takes decision without any
reference to these costs whereas the benefits of a project should be
balanced against the costs.

It is therefore recommended to systematically evaluate the revenues

foregone for every set of concessions granted.




¢) Negessity of specisl and more discriminetory incentivesg

The present system of incentives is too global and gives the same
concessions whatever the localization of the industry, the field of
activity or the employment creation.

The new incentives scheme which will evolve from the study currently
underve; should be more refined and more discriminatory. Zfarticulerly
special advantages should be given to:

- decentralized industries®: the period of concessions {(duties on raw
m- terials, income tax exemption, etc..) could %“e larger than for
industries in Suva/Nausori or other bigger cities; or specizal
subsidies could be granted;

- priority industries tthe sarme epplies to priority industries in which
Government wants *c see more investment; *this encouragement must be
translated in mone*ary *terms by more financial incentives;

- enployment creation :if employment creation is recognized by Government
as one of its main objectives, consideration could be given to granting
a gpecizl subsidy for every employmen* created.

It must also be mentioned that *he habit of admitting every kind of
equipment duty-free is not always in favour of employment creation as
capital-i-tensive technology and equipment are contrary tc this employment
creation.

5) lNecessity of structuring and organizing the iconomic Develonment Board

a) Necessity of sirengthening and structuring the TDB

There is a definite need to reinforce and sirenchen ZD3's staff, and
then to structure ED3's organization.

During the first months of ZDB's implementation, the structure of
LDb was quite informel and every staffmember helped to the daily tasks
within the limit8of his competence and availability. This informal
organization was very flexible and certainly best suited to the needs.
But as IDB's duties, responsibilities a2nd taks increase, *he orcanization
mast now follow +his trend.

(1)-  There is first a need %o increase the number of pPofessional staff




to perform properly all func*ions. As a* +he end of July 1982
*he staff comprises, excluding administration, a Direcior with
9 cfficers and 3 expatria%tes to perform all *rade, industrial
and inves*ment promotion functions. This does not seem to be
enough. A detailed list of ZDB's permanent activities should
be worked out, with the corresponding number of staff necessarw
to implement the activity. This would give a reasonable

indication as to the staff size.

(11)- £ second need would then be ‘o have some specialized staff, each

one dealing with particuler industries or fields of activity,
and following up all matters within his sphere of activity. Ve might
thus have one officer for agricultural and resource-based products,

one officer for metal, chemical and plastics industries, etc...

(iii)- The third need is %o structure ED3's organization. The Industrial

Promotion Division of the Ministry of Commerce and Industry was
*ransferred to EDB and then became the Project's Division. But the
officers may 3catter theif *ime in*to too many different activities,
which mey become inefficient. For ins+ance one officer may perform
research work on project identification or +he incentives scheme,
and then promotion work on preparing investment pamphle*s or press
releases or dispensing information to potential investors and
finally giving assistance to entrepreneurs on problems of implement-
ation. #lthough it is good at the outset for every officer to
know abcut whatever is done in LDB, it becomes necessary after a
while to c.icentrate on proper duties.
There are at present tvo main activities for IDB:
~ Trade Promotion: domestic and export trade promotion
-~ Industrial & Investment Promotion, which consists now of +he so-called
Project's Division.

It might be considered +hat in investment pronotion, there are three

principal stapges:

1.

“tvdies and research: +his goes from basic econoniec studies %o
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project identification and the preparation of industrial profiles
and project feasibility studies, as well a3 project evaluation.
It might a2lso include market surveys.

Investment promotion: deals with general promotion for investment

in Fiji, promotional campaigns or conferences, and deals with
project profiles or project studies until a promoter is found; or

follows an investor's project until approved and decided.

Lgsistance to investors: <follows up a project when investment

promotion terminates its role, that is when 2 promoter is found for
a project profile or feasibility study, or when a project is
approved. It then assists the investor in all formalities until
the project is implemented.

This can possibly be represented in the following organization
Chart, which is only one of several possibilities. In this Chart,
there are two main divisions, Trade Promotion and Industrial &
Investment Promotion, this one supporting the bulk of activities.

And tue rade & Industrial Information Center serving both as well

as the public.
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LDB Organization Chart I
" “Director
Administration | Advisors
Division of Trade & Division of
Trade Tromotion Industrial Indugtrial & Investment
! Information Promotion
I 1 Center
Domestic Export
Trade Trade i
Stugies Investment BINC

Assigtonce

Regsearch . Pro:ﬁbt_i-on' Secretariat
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Ano*her possibility which mirht be preferred is presented in Chart II.
I+ presents the particulerity of tiing *ogether the studies and
~egearch Section with +he Inforrme+ion Center, which is essentizl. ‘nd
+hig T+udies "ection would serve both Trade Tromo*ion (Iarke* surveys)
and In. .- *men* Prcmotion (Project s*udies).

The ac*ual organizz’ion *o be adop*ed will finally Zepend on staff

avzilable and *heir level and exverience. IZech Division and each Section
has *0 be managed by 2 senior officer, and *‘his s*resses *he urgent need

for EDRB's s+aff reinforcement. In the second chart +hat means *hat LDB

should have at least 10 Senior officers, plus clerical or executive
officers.
In the Industrial end Investment Promotion Division the functions

could be allocated as follows:

Studles Investm.| Assis- BIDC

TDB's investment promotion & : ~
2 Regéarch | Promotion tance | Jecretar.,

functions

- Project identificaticn &
project studies b4

- Review of investment incent-
ives b 4

- Reception of and information
to investors X

hw ]

- Yconomic studies x
- Merket “urveys

M

- ZDB's reportsg X
« Industrial promotion x

- Administration of the incen-
+jves scheme BIDC b d

- Organization of and partici-
pation at Investment
Promotion lMeetings b4

- Asgictance to investment
formalities bd

= Industrial land. Industrial
-.states X

~ Assistance and advice to small
scale industries X
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EDB Organization Chart I1I
Director
Administration Advisors
Division of Division of Division of
Trade Fromotion Studies & Industrial & Investment
i Information Promotion
Domestic Expor+t Studies Trade & Investment BIDC Assistance |
Trade Trade & Industrial Promotion Secretariat |
Research Information
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b) Necessity of a stronger and more dynamic information system

Information is ubsoclutely vital in EDB's activities, as every duty
is vased on available information and the quality of output will depernd
heavily on quality and quantity of information available. There is at
present a problem of information and of dissemination of information.

I+ happens too often that economists or officers dealing with some
ma*ters or some filies do no* get all the informmtion necessary and
available.

The procedure for *he dissemination of information within ZDB must
therefore be revised in order to provide officers with all the necessary
elements in their daily work.,

Furthermore the Trade & Industry Information Center, which should be
the mainstay of EDB's activities, must be strengthened, dynamised and
better integrated to the other sections' duties. It can bc said that an
information is worth nothing until it is used. Therefore the information
available in the Center must be made known to all users, and suited to
their needs.

¢) Necessitvy of integrated and adequate preumises

This necessity of better integrating the Trade and Industrial
Information Center within EDB's activities stressesthe need for gettiang
adequate and integrated premises where all Divisions and sections would
be together and united. The present offices are far from adequete and
mostly as regards the library and Information Section, which should be
permanently consulted by other divisions.

Therefore, additional staff, new premises and a good organization

Chart would pave the way for an efficient Economic Development Board.
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6) Assgis*ance *o smzll-scele industrieg

The necessity of an assistance t¢ small-scale industries will only
be mentiored here as this ma*ter will have been much be'ler deal
by *he o*kexr UNXIDC project DI/FIJ/80/003, tmall-3cale furzl Industries.

Xevertheless, two very importart areas of assistence must be
stressed again,

a) Necessity of training

This was already deelt with in paragraph 3a and concerns both
marnpovwer treining end menagerent training. This is a commoaly gccepted
recessity but which is never overemphasized. This is particulerly true
for mansgement treining where entrepreneurs experiencing difficulties
accuse every possible exterior casuses but their own deficiencies.

It is therefore reconmmended that utmost consideration be granted to
the setting=up of a proper mechariizm for small entrepreneur training.

b) XNecessity of ex*ension services

This is complementary *+o *raining. MNany small entrerreneurs,
previously in ‘the +rade sector, come %o indus+ry end +hink that +he same
methods they arxlied in *rade will succeed. They ususlly do no*. They
do not know any*hing in perticular about orgenization and methods, and
training itself will not be enough to help *hem solve their problems.

And they carnot 22ford to pay for the services of rrivate consultants.

Government should therefore consider the ways and means of setting-up
efficient extension services. These services could in no way be Government
services as Government civil servants usuelly 4o not know anything about
such *things as orgenization and methods in industry. Therefore *these
services should rather be provided by a kind of sexmi-private body, which
would be partly subsidized while getting low fees from assisted irdustry.
“he necesgsary subsidies could come from a small %4ax levied on ell
industries.

7) Development and diversifica*ion of exvoris

2) Once again this metter will bte ruch be**er treated by other rrojects

more specialized in expor* promction,




- 49 =

Nevertheless a few remarks or suggestions can be made, as regards the
composition of manufactured exports (and this relates egain to product
identification).

Tre en*repreneurs must find out, manufacture and export the products
that correspond to Fiji's comparative advantage. 4nd they need flexibility
to respond to changing world market conditions, in order %o change and
adjust the product composition cf manufactured exports. In fact, changes
should oceur in this product composition as Fiji proceeds to higher stages
of indus*rial development.

£s an examprle can be taken Japan, which shifted from unskilled-labour
intensive to skill-intensive and then to physical-capital intensive
exports and is increasingly expanding its technology-intensive exports.

Therefore, as was s*ated earlier, it is in *the interest of such a
newly industrializing developing country as Fiji to upgrade and diversify
its exports in line with its changing comparative advantage.

b) In view of the difficulties of exports, stronger assistance must be
given to exporters, through better incentives and stronger institutional
aid.

First, as every export operation rust be based on a perfact knowledge
of demand, every effort must be made to improve the information system.
#nd then the exporters must be assisted in the steps they have to follow
for their export sales, that is a preliminary market survey, the search
for a local agent, and *heir participation to specialized shows.

Some special oxpor+ incentives could be considered, in addition to
*hese curren*ly existing (income tax deductions), for ins+tance reba‘es on
in*erest for equipment credits, or guarantees for economic risks, or
insurance for payments.

8) Otesbilization of local resources vrices

Many commodities' prices are presently depressed on account of the
world economic recession.

rarmers are not inclined to engage in crop development unlecs znd

until prices take up. Therefore local resources development necessary
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for the se*ting up of local-resources based industries is tied to the

guarantee of minimum prices and returns to the farmers, +that is a

It could be suggested to consider the setting up of a mechanism for
compensation of bad and good years, a kind of equalizing Fund %o assure
growers of a minimum income. Inspiration could be taken from the example
of certain african countries in such commodities as coffee, cocoa, etCe...

9) Kecessity of more detailed sietistics for market information

For market surveys and in particuler for the study of the possibility
of more import-substitution industries detailed dzta are necessary,mginly
for imports, data which are not availeble at present.

It is therefore recommended to work out a revised and more detailed
classification lis+, for Customs rurposes, in order *o be able to get
impor® figures for several commodities which may have potential for

local production.

10) ¥ecessitv of en improved erd speedier rechanis

for industrial land allocation

The present mechanism for industrial land allocation is far from
satisfactory and many comrlaints are received from industrizlis+s unsble
to set up their machinery, +o expand, or to work in adequate conditions.
And other investors whose projects were apprcved are prevented from going
ahead on account of l2nd problems. This is one of *he main industrial
development constraints. Even taking into zccount the peculiarities of
Fijian land ownership, such problems should be more easily overcome in a

country where trhere is still plenty of leand available, and where industrial

land needs are sma2ll compared to agricultural needs.
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List of in*ernetionzl and counterpart rroject staff
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fote on Industriel Iroject Identification - Definitions and
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Lppendix 1 - List of international and counterpart

Iroject staff

Name " Function Counter- 2ate of assigcnment
part Starting Conecluding

L= Internztional ZJtaff

Y.F. HMessian Industrial Zcononisi/ 26-1-81 3-11-82
Chief Technical :dviser

Yrs Z.Guenther- Zconomist/ 8-10-81 15=9-82
Berger Associate Zxpert

B~ Counterpart Personnel

Mrs G.X. Rup Senior Zconomist Part- 26~1=81 6-10-81
(Min.of Commerce Time
and Industry)

R.Pratap Senior Economist Occasional 26=1-81 10-2-82
(Min.of Comm. &
Industry,then EDB)

J .Kumar Assistant Secretary " 26-1=-81 15-10-82
then ZDB)

V.Sharma Cler%cal)Officer " 25-3-82 15-10-82
ID3

L. Delana ®roject Analyst " 2-5-82 15--10-82
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APPENDIX 2 = =xtracts from half vearly reports
(Form A = Summary)

roject Progress Report Januery - July 1981

P
Sunmery of Proiect Implementation

Projecet Jlctivities:
“he werk performed related to the following matters:

Study of basic documentation on Fiji's economy end industrialisation
(Fiji Zighth's Development Flan 1961-1985, Products of Fiji,
Investment in Fiji, Fiji Facts and Figures, Current Iconomic
Statistics, Income Tax £ct and Taxation in 7iji, Bill on Zconomic
Development Board, Customs Tariff, Fiji Business Guide etc...).

Visits to enterprises and Businesses =
Suva frea (21), “estern Division (Ba - Lautoka - Nadi = 24),
Yorthern Division (Vanua Lewvu -~ Labasa = 6).

Tarticipation to BIDC work (study of certain files znd of submitted
vapers and advice; a**endance *to 3IDC meetings and advice;
participation *o review and revision of *he procedures and guidelines;
preparation of a survey gues*ionnaire for review of assisted
indus+ries).

S+udy on Zxport Frocesesing Zones (work on Zxpor* Processing Zone and
Indus+*rial Zstates Files, submission of a note on Industrial Zstates
and forecasted E?Z2, Meetings on EFZ, Study of UNIDC-Ryan's Report
and preparation of a Project Revision for incorporation o2 study on
ZX¥Z, Papers on the Mauritius conecept of EPZ, etC...).

idvice end assistance to promoters/inves+ors (advice, documentation
and search for technology and equipment manufacturers for promoters
interested in plastic tiles, beer and drink cans, steel rolling

nills, glass bottles, tyres and tubes, towels, rormica, carbon paper
shoes and dry cells, paints, coconut-based industries, weaving,etc..s.

fdvice and assistance %o and/or on industries (envelopes, wood screws,
kerosene stoves and stainless steel utensils, dairy).

Search of industrial profiles and study of industrial profiles
for identification purposes.

Study on Industrisl, investment and export incentives (study of
various reports end notes on incentives and review of the efficiency
end adequacy of such incentives) (UNIDO-SPC Report, CPO and Inlend
Revenue Notes, €tCess).

7tudy on the preparation of 2 formule of Local Value Added for the
purpose of project evaluation and export incentives (Study end
preparation of concepts on Value Added, meetings of Macro-Zcononie
technical Subcommittee, preparation and submission of two Yapers on
Loca% Value Added, with calculation Tables =2nd Project Zvaluation
Form).

work on various industrial Tiles c¢r industrial development files
(jute, resort villas and ho*els, soar project, scrap metals,
pro*ection *o louvres industry, retreadine. vood s*icks and spoons,
+oilet cistern assembly, lime indus*ry, Rewa Dairy, pein+s, working
committee on +he Regula+t+ion of *he Business and Industrial
Znterprise; fustralizn Joint Venture Tcheme for *+he ZSouth-racific,
Z7CAT File on Tollu*ion Control, Developmen* Subcommittee rapers,
Javan Technical Assistance, Fiji Zxternal Trade organisation, U3
Peace Corps Volunteers €4Ce.ce) .
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11. Various studies (Problems of teriff protection, problems of unfair
competition, utilisation of E3CArX Regional Advisers, lMinistry of
Commerce and Industry's organisation chart and job descriptioms
for +he Industrial Promotion Division top officers, etCess)e

12, Drafting of verious reports and notes (report on visits to enter-
prises, note on value added and related ratios, paper on UNIDO
Constitution and ratification, elements for a linister's speech on
the Ministry's role in industrial promotion; paper for a speech on
econonic growth industrial development and its sociael implications;
comments on Export Incentives scheme, preparation of a Juestionnaire
on effectiveness of Incentive Scheme; Treliminary Report and working
paper for the Tripartite Review, €tC...).

13. Study of various reports (UNIDO reports oa shipbuilding industry,
Mini-Yydro 2owar Generation, Znergy, Ministry's “aper on Garment
Indus*ry, Sparteca iLgreement, etc...).

14. Tripartite Review (preparation of working papers, a**endance %o
meetings, preparation of a report).

15. Ministry of Commerce and Industry's Staff Meetings (every londay).

16. Talks with visiting experts and officers (Mr J. May-SZC, Boral-UNIDO,
R. Sc?mied-UNIDO, D. Cannas-Ul'IDO, Prakash-CFTC, lrs Goonetilleke-
ESCAE).

17. Project fdministration (Preliminary report, moves for project
vehicle, problems of office accommodation, Project's work Plan and
Framework for effective participation of National and International
Staff, approval and recruitment of assoclate-expert; search for
secretary, application, interviews and recruitment; Pr-+2ct Revision
for inclusion of the study on export processing zone; - J0
documentation/information) .

b) Major problems:

The project has been facing no serious problems during its first
six months of implementation, and is running smoothly. <here are however
sone problems or difficulties to mention, which can reduce the project's
efficiency:

- Lack c¢f 2 project's vehicle at the start of the project; this has
delayed and made difficult the necessary visits to enterprises,
businesses and other persons a* the outset; *the problem has now
been solved by UNDP buying a project car out of the vroceeds from
the sale of two o0ld vehicles of a previous UVIDO project.

- Understaffing of the project; The Chief Technical Adviser/Industrial
Zcononist has been the only expert assigned so far to the project
end is confronted to many activities. An associate expert/economist
is now expected in +he near future and it was agreed during the
April Tripartite Review +ha* while all ac*ivi*ies would be dealt with
i* would only be +o a limited extent if +he Team lLeader was to
remain the sole expert.

- Unders+taffing of +he Finistry's Industrial FPromotion Iivision: out
of 4 officers only working in this O2division, one is %n¢ officisal
roject's counterpart. The staff is overburdened and cannot properly
core with 211 +he activities incurred. The lMNinistry's Heud ies
conscious of this situetion, and keeps requesting more budget and
more staff, but the situation is not expected to improve in the
rnear Iuture.
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d)
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Project's position and role within the Ministry: The position and
role of the Industrial Zconomisit/Chief Technicel idviser are not
clear for all MHinistry's staff members as the positior of ilinistry's
Industrial Zconomist is vacant and was filled in the past by
exvetriates, and the chief Technical Adviser therefore tends tc be
considered as the lMinistry's Industrial Zconomist.

Tack of industrial documentation: a Trade and Industrial Infecrmation
Centre is in the process of setting up but is not yet prorerly
organized and is accommodated in different vremises. The Industrial
Promotion Jivision does not therefore have at its disposal the
necessary basic documentation. A reorganization is in process and
the situetion should improve.

Proiect Lchievements

The project's activities are ongoing ones and of a direct surport
nature. The expected outpuis are of a very general nature and
cannot be measured on a short term basis. Therefore, although it
can be said that the Industriel Fromo*ion Division is sirengthened
and able *to undertazke more activities, especially economic studies
as well as advisory and consulting activities, no outstanding
achievements can be claimed so far.

Overall Status and Assessment of Proiect

Most of +he planned project's activities have been dealt with to
some extent, and ‘he project is *herefore running according to the
rroject Document and *o i*s objectives. However, 28 azlready stated,
the understaffing of both the project and *he Industrial romotion
Division preven*s the officers, in spite of their dedication, and
the CTA, *o carry out all *the tasks which would be necessary.

The project is very ambitious but such a range of objectives and
activities cannot be reached in a two-years project.
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2- Project Progress Report August 1981 - January 1982
Summary of Proiect Implementation

a) Froiect Activities

The period under review has teen fundament2lly marked by the transfer,
early Cctober 1981, of the Iroject from the linistry of Commerce and
Industry to the Zccnomic Development Board. 4n iAssociate Zxpert/Zconomist
also joined the project early Cctober.

The activities listed below were therefore carried out from { 4ugust
until 5 Cctober within the Ministry of Comrerce and Industry and from then
on within the Economic Development Board.

The work performed related to the foilowing activities:
1. 4ssistance to the Business and Irndustrial Development Cormmittee (BIDC).

2. Study of, comments and advice on varicus industrial, business or
development files.

2. VWork on a Iocal Value Added Formula, for the purpose of project
evaluation and expecrt incentives.

4. Participetion to work and studies on the Investment Incen*tives Scheme.

5. Yethodological and reseerch work on project identification.
6. Discussions with and advice to promotcrs/investors.

7. Work on the functions of the Industrisl Promotion Division of the
Ministry of Commerce and Industry.

8. Participation and assistance to *he Economic Development Board
start?ng (advice prior +o project's transfer and full participation
after).

9. 4gsistance and advice +o *he !inis*ry of Commerce and Industry on
specific matters (as a full-time advisor before project's transfer
and as occasional advisor after transfer).

10. issistance +0 prepara*ion work on an Zxport Processing 4one.
11. Study of various economic or technical reports.
12. Assigtance and participa*tion in Trade Fromotion matters.

13. Attendance at meetings, participation in surveys and verious
activities on behalf of the Ministry of Commerce and Industry.

14. Perticipation and assistance to a survey on testing facilities in
Fiji and the possibility of setting up a Iatlonal Standardization
Bureau.

15. Assistance to visiting experts.

16. Participation in investigations about the possibility of a Tannery
project.

17. Advice on UNIDO training possibilities.

18. Study of Fiji/UNDP Country Prorramming 1982-1986 for technicel
assistance and implications for UNIDC assistance, ZD3 end project's
follow up.

19. Project administration.

b) Major vproblems

Although the project itself did not face serious difficulties during
this period, there are however some problems or difficul+ties to mention,
which affected and will continue to affect +he project's éfficiency:
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- The transfer to ZDB of *the promotionel functions and of the Industrial
Promotion Division of the KFinistry of Commerce and Industry (and of
this vroject) has prrovoked a period cf uncertainty and wavering
among the Ministry's staff, who has become ZDB's staff.

- The project doeg not have Ly more counterpart gstaff, Lt the time
of the fransfer to ZIB the Chief ~echnical Adviser's coun+erpart
the very experienced and competent ¥rs Rup, rreferred to remain nith
the Mlnlstry. The CT4 and the Associate dxpert/ cononist do not
therefore have any official counterpert, although working in
cooperation with some EDB staff members. ZProviding counterparts is
egssentizl but would be subject to EDR getting more staff.

- TUnderstaffing of the EDB: EDB is too much understaffed to carry out
its many functions end activities. 4% *he time of taking over of
*he promotional func*ions, =03 just had its Director and one
professionzl officer. It now took cver 7 o*her professional staf?f
mz2mbers from *+he Ministry. But D2 is s+ill unders*affed, and
should ge* additional s*aff from scurces o*her +han aovernment
departments since i* is *he seme staff who was previously criticised
in +he Minis*ry, who is now performing the same ac*ivities in ZDB.

And +this unders*affing often leads the CTA to have *o work more as
a staff member than as an advisor.

- There is no clear delimitation of responsibilities between the
Ministry of Commerce and Industry and the Economic Development Board.
Ln ad-hoc Comnittee was %o work out the details of implementgation
and implica*tions of the transfer but this transfer was hurriedly
decided and implemented without enough precising *he functions and
*esponsibilities to be carried on by both, and this might lead to a
conflictual situetion, very detrimental to the economic development
of Fiji. 4 clear delimitation of respornsibilities should be worked
out, under srbitration at the highest level.

c) DProject ichievements

As was stated in the first progress report, the project's activities
are ongoing ones and of a direct support neture, and the expected out-
ru*ts are of a very general nature and cannot be measured on a short
term tasis.

However the project is fully playing its part in EDB's activities
within whet may be called a good team work.

d) Overall s*atus and assessment of proiect

This short-term project is now half-way from i+s end. Iost of the
planned activities have been undertcken and are still under way. Che
transfer of the Industrial Promotion Division from +he Ministry of
Commerce and Industry to the Zconomic Cevelopment Boerd has entziled
sonme period of waverirg and delayed some ac*ivities. But 1%t can be
considered *ha+t the project fulfills i%ts purposes and is running
according “o *he prcject document and 4o i*s objec*tives.

The implementa*ion during *he nex* reriod could be impaired by *he
expected absence for heal*h reasons (kidney opera*ion) of *he CTi.




10.
11.

12.
13.
14.
15.
16.

b)

Project Progress Report February = July 1982

Sunmary of Project Implementaztion

Project Activities

The ac*ivities carried out related to the following matters:

issistance and advice %o the Business and Industrizl Development
Commi+tee (BIDZ).

Study of, comments and advice cn various industrial, business or
development files, projects' proposals and feasibility s+*udies.

Discussions wi*h and advice *o promo*ers/inves*ors.

Participa+ion *o work and s*udies on *he Inves*men®* Incentives
Scheme snd expor* incentives.

Continuation of *+he research work on project identification and
preparation of indus+trial profiles.

Industrial surveys, assessment of industries on their capacities
and production.

Assistance %to *the preparation of the Commonwealth Heads of Government
Regional leeting (CHOGRi) workshop on Industrial Co-operation.

Visits to enterprises for assessment of and discussions on investmeut
rroblers.

Preparation of verious notes, papers, letters, rress releases on the
Zconomic Vevelopment Board's functions and activities.

Econonic studies or market surveys.

Other activities in accordance with the functions of the IZconomic
Development Board (EDB).

Advice to the lMinistry of Commerce and Industry on specific matters.
Study of various economic or technical reports.

Assistance to visiting experts.

Project administration and UNDF/UNIDC matters.

rPreparation of the Draft “roject Terminal Report.

Major problems
The period under review was marked by *he +o+al sbsence for health

reasons of *he Chief Technical fidviser (CTA) for 7 weeks (out of 26) as
well as *he undertaking of the Draf+ Project Terminel Report early July,
which lef+ him only 15 weeks of operational activity.

The major problems mentioned in *he previcus progress repcrt were

s+ill rrevalen*, even worse for some of +hem.

The CT4 and *he Zconomist/Associate IZxpert, *hough working in co-op-
eration with a2ll other ED3 staff members, and specially those of *he
?rojects Division, s8+ill do no+ have official ccunterparts and work
alone like staff members. The training aspect is therefore reduced
and the impact limited when the experts soon leave.
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-~ Understaffing of the EDB: the ED3 is still too much understaffed to
carry out its many functions and activities. So that the officers
often have to rush from one activity +to the other and cannot devote
time enough to impor*ant research work on econonmic s*udies such as
project identifica*ion, review of incentives, assessment of the

present indus+trial si*uation, e*c....

An evaluation of +he s*z2ff needs should be made in relation to *he
TDB's functions and programme of ac*ivities and *he budget increased
accordingly *o recruit the necessary staff.

- The exper+ts and particularly the CTA's position within ZD3: due %o
the shortage of staff and to the absence of a Senior Industrial
Zconomist, the EDB had more and more %o appeal to the CT4 Tar
opera*ional duties which were beyond his terms of reference, thus
leading him %0 be more and more in an operational position. If this
car give punctual and short-term assistance, it was certainly
detrimental to the planned objectives and outputs of the project.

S

¢) ZProject achievements

Ls stated in the previous progress reports, the project's activities
are ongoing ones and of a direct supvort nature, and the expected outputs
are of a very general nature. Furthermore the project is playing its
part within overall iD3's good team work.

However, recommendations were made on the investment incentives
scheme, on the procedure for aprlications' aprraiszl, znd on export
incentives. 4n inventory of loczal natural resources was compiled, and
some industrial profiles prepared. Advice was given to the BIDC or to
investors on their investment projects. And direct sssistance was given
to the EDB in its many activities.

d) Overall status and assessment of project

This short-term project is now nearing i+s end after only 18 months
of activity and the period under review was +*he last fully overational
one a8 *he two present experts will leave sooner or later., Given their
accurmlated leave the Economist/issociate EZxpert whose contract ends on
18t of October should normally leave early September whereas +he
Indus+*rial Zconomist/CTA whose contract expires on January 1983 is
expected +o0 leave Fiji early November.

This progress report will normelly be *he las+ one as *here will be
only 3 months of field activity left for +he troject (2 months for +he
Economist), part of which will be devoted to the rroject Terminal Report
and personzl final reports.

Most of the planned activities have been underiaken and are still
underway, but although *+he rroject fulfills its purposes and is running
according to the project document and to its objectives it must be said
that when the experts leave, the rroject will not have reached all the
objectives and produced all planned outputs. 4nd the departure of the
experts will certeinly leave a gap in ZDB's potential. 3trong and
urgent consideration should therefore be given to possibilities of
extension of this project, to strengthen and develop ZDB's activities.




Appendix 3 - List of “nterprises vigited

SUVL

Znterprise

Fiji Federated Chamber or Commerce
riji Development 3ank

Fiji Fenufacturers Associatiou
Evercrisp Snack Products
Amalgamated Batteries Ltd.

Fiji roods Industries

Tucker Industries

F1iji Industries Itd.

Dee Bee Stztionery

Resene Taints

Flour Nills of Fiji

CASCO (Carpen*ers Steel Co.)

Stinson A.H.I.

¥Kiwi United

facific Manufacturers
wISCO (iwrought Iron)
Lkbar Zngineering
Carpenters Industrial
3ish 1td.

Castle Trading

Rewa Dziry

CASD Industries (Pacific Biscuits,
Union Soars, Viti Plastics, Coconut
041 1i11)

Nagan *ngineering Co.
Ba Industries Ltd.

Manubhai Industries
Fiji Steel Indus‘ries
Bharos Brothers
Domalco

Ranm Narayan

Dominion wWire Company
3ilson Footwear

Froducts

Snack foods
Batteries
Edible oils, margarine, ghee

Peanut butter, beking powder,
jellies

Cement
Znvelopes
Paints
Flour

Reinforcing Steel, flats and
s~uares

rVC pipes, 2V film extrusion,
4Alu Cans, drums

Containers, cardbocard, toilet
raper, paper bags, polyethy-
lene bags

Fatches -

Furniture

wood screws

Foundry and machinery
Shipbuilding and repair
Desiccated coconuf,goggggg milk
Dairy products

Biscuits, sozp, plastics,
coconut o0il

foundry and mechanical work-
shop

Chainlink fences, nails,
barbed wire

Toam mattresses

Galvanised sheet

Joinery, Aluminium joinery
rluminium utensils

Farming equipment, winches
2VC insulated wire

Shoes




Ari%a Fancy Stores
Yaganlel Jiwa & Sons Itd.

LAUTCKA

£ddi Hin L+4d.

c0lly Hardware & 2uildirng Co.
Asian Taints

Auggiero rngineering

“unja & Sons

Patel & Co.

Crown Cork

South Pzcific Distillery
Mzni L2l

Desai Industries

Lee's Trading

Zncy Mzherej

DI

XA
-

Tiji ¥ire Industries
Pgpercreft riji
lercury Znvelopes
Bhindi & Sons

LiBATL

Treekam Carments
Yor+hern Industries
Henif Industries
Gurbachen Singh
?in%o Tlas+ics

Ibrzhin

Jewellery

Sweets, spices, snack foods,
cans

Soft drinks, tea packing
Solar heaters
Paints

Engineering, mechanical
workshop

Soap, coconut o0il, candles
Dhal Mill, spices

Corks

~lcohkel, gin and vodka
Plastic travelling bags
Kerosene stoves

Bakery, biscuits, cans, soft
drinks, ice crezms, IVC and
polyethylene pipes

Marngo juice ané beverages

Goat chain link, barbed wire
Stationery

Invelopes

“raders

Shirts

Fails, wire, rocfinz iron

Foan, joinery

Confectionery - rlastic to*+les
Brushes

Ferming implements




1)

2)

3)

4)

(a)

(b)

(e)

Lovendix 4 - Definition of the loczl Velue Added

The Local Value idded generzted by a project or industry is
defined as *he total (direct rlus indirect) Xet National
Velue £dded generz*ed by this project or indus*ry and is
conmuted es *he surn of:

the Zirect Set National Value :idded (or Direc* Local Value
idded) vhich is *he value added by *he rroject or industiry
itself,

rlus an estimz+te cof Indirect Ket Nationzl Value isdded (or
Indirect Local Value added), which is *he value added
generated by o*ther industries as a consequence of thre
existenc. c¢f this project or industry.

Tke Direct Net Kational Value 2dded or Direct Local Velue
sdded is defined as the amount by which the value of out-
put (exports, domestically morketed end other income)
exceeds the aggregate amount of the following:

the value of investments (imported and domestic) for 2 new
project or the annual depreciation on investments for an
existing industry;

the value of current material inputs (imported, domestic,
and infrestructurzl services) (infrastructural services
being electricity, energy, water, steam etc...)

the value of repatriated payments (wages, profits, interest,
management fees, rcyalties, etc..)

“he Indirect Net National Value :dded or Indirect Local
Value Added will be estizated on the upward linkages only
as the excess of +he vazlue of indirect output (estimated
as the sum of the domestic investment, domestic current
materizl and infrastructural servicess over the value c?f
the indirect imported inputs (comruted as +he estimated
imported components of these items).

The 2irect 1LVA expresses the own contribution of the
projeect or industry

The Indirect 1V4 expresses the contribution of *he rroject
or industry *hrough other indus+*ries

The To%al 1V: expresses the contribution of +he project
or industry to the economy &s & whole.

a format to compute *+he Local Value idded is shown in
innex.

The Locel Value 4Added can be expressed either in absolute
value or as a percentage of *otal output.




4=4
(2)

(b)

AS regards *he time span to consider:

For a medium or big roject, the lifetime. of *he
project (10-15 years) will be considered and
annual inputs will be taken, with their discounted
values;

for & sma2ll project or €xisting industry, a normal
operating yezr will be teken, end computation made
on this year's outrut, depreciation and inputs.

17-8-1981




- 3 -

COMFUTATIOK COF Ti= TOCAL VAIUE ADDED

(on +he liftime of the project with discounted values for
a2 medium or big project;

(on a normazl year basis “or a smell project or existing
industry)

1= Value of Output:

1-1- Zxporis

{-2- Domestically marketed
{=3 Other income

2« Vzlue of rmaterial inputs:
2=-1 Investments

2=1=1 Imported

2-1-2 Domestic

2-2-Turrent materiel inputs:
2=2~1 ;mported
2-2-2 Domestic
2-2=3 Infrastructural services

3- Repatrieted payments:

3-1-
3-2-
33~
3-4-

Yages

Zrofits

Interest

Cthers (Royzal+ies, etc..)

4= Direct Loczl Value Added

4-1-
4-2-

In absolute value (1-2-%)
Ls percentage of output (4.1/1)

5= Indirect Local Value Added

5=1=
5=2=
53

5 4m
55~

Estimete of indirect output (2.1.2.42.2.2 + 2.2.3)

Zstimate of indirect imported material inputs
(estimated imported ccmponenis out of 2.1.2:2.2.2.
end 2.2.3%)

Zstimate of indirect repetriated payments (out of
2.1.2,2.2.2, and 2.2.3)

Estimate of Indirect Locel Value Added (5.1=5.2=5.3)
Velue es percentazge of output (5.4/1)

6= Totel local Value Added

6-1
6-2

In absolute value (4.1 + 5.4)
ts percentage of output (6.1/1 or 4.2 + 5.5.)




ADTOUDIX 5 = PROJECT WVAIUAIICH FORM

A~ SUMIMARY

-~ Title of project/Firm:

- location:

- Products:

- Cutput in value terms:

- Cutput in physical %erms:

- Investment value:

~ Number of people employed:

- Project *o start:

- Commercial production %o start:

B-  CRIMIRIA
1= Internal rate of return =
2- Net na*ional value added =
2=-1- Direct Ne* National Value Added

"
€
]

A

2-2- Indirect et Natioral Value idded =

R
O W O
|

utput =
2=3= To%tal Net National Value Added

S
% Cutput =
2-4- 3ocial Surplus/iages(Direct & Indirect) =
3 Zmployment effect (T = Job opportunities/Investment) =

4. TNet Toreign-exchange & 2gct :
4-1- Net foreign exchange flow : 5
4-2~ Import-substitution effect : 3
4=-3- Net foreign exchangs effect : 5

5e Cost of concessions granted:
5=1- Duty revenues foregone:

5-2- Income taxes foregone :
6. Surplementary considerations:




C- CCrCLUSICON
1- The project is recommended to be/mot to be granted
following incentives:

for the following reasons:

Date:

2= Decision:

Date:

the



ADPPENDIX 6 — NOIE  ON INTUSTRIAL PROJICY IDTIRIFICATICY
DEFINILICNS AND iZIECDOLOGY

1= SCMS CCONCIIT3 AND DIFLIINIONS

Ags it is all too common to have people discussing ideas and
concepts without ettributing the same meaning to some words, we shall
begin by trying to define and precise some concepts, even if these
definitions are not purely academic.

{=1~ Industrial »roject

se cen say that an industrial project is a prorosal for the
creation of an enterprise, the purpose of which is the gathering and
combination in a certain place of naterial, human, intellectual and
financial means with a view to the production of certain goods, for
sale on certain markets, a2t certain prices, in minimum conditions of
profitability.

This definition underlines the main charac*eris*ics of an
industrial project, which must be defined in every case:

- Localisation

Materials

Zquipment

Technology

Labour

Specialised skills and management
Finance

Market

(and profitability to be comprehensive).

{-2= Industrial project identification

The first step in industrial project development is the
identification of the project idea, a notion of possibility or desire
to produce specific products or to utilize specific resources.

#We have to consider both the egoistic point of view of the
private invegtor and the collective point of view of the nation.

Prom the private investor point of view we may &fine industrial
project identification as the process of determination of industrial
projects which appear as commercially profitable (and we might add
not incompatible with socio economic national objectives).

From the national point of view we may define industrial
project identification as the process of determination of indusirial
projects which appear as suited to the attainment of national
industrial deve.opment objectives or other national objectives.

These definitions state that the projects identified appear to
be (and not are) respectively commercially profitable or suited %o
the attainment of na*ioral industrial develorment objectives.

It will then be the purpose of project evaluation to check
whe+ther *the projec*s iden+tified are sui+ed *+o *he objectives required.
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1=3= The process of indusirial vroject identification

a) The developmen*t of industrial processing can be represented
by the following graph (1).

Labour
+
Znergy
Domestic - . vDomestic
jnr?c’-:s + —p|PacoreTs p JA3FIIS L
Impor*ed + Zxports
(Raw materials Zquipnent (and channels
\33§>compcnents) /j;ffffffiz/ of distribution)
—~
RZSCGRCES

Graph I

In summary, this graph means that aa industrial project intends
to menufacture, from certain regources, certain products for certain
markets.

Therefore projec* identification will mainly mean

product identification along with
regource identification and
market identificstion.

b) Thus we can :gree that project identification means in the first
instance product identification, and that we are trying to get a list
of products which could be manufactured in the country, given certain
resources (raw materials, skills, equipment, technology, etc...) and
certain markets (domestic or export marketss.

c) Then we have to check this list of products with the products
already locz2lly manufactured and screen the first list, so as to get
a list of "manufacturable" products.

(See the following graph 2)

Zxisting local

industries

4

Produsts locally - range -

manufactured - quality Identified products

- capacity
“\\\YA&/
"Manufacturable"

products

Industrial ¥roject

Graph 2




d) The final s*ep will be %0 ccmbine different products into a
set of products which, together with a set of rescurces and a
market or set of markets, will form an indus*rial project.

2- DIPRTERENT ATRCATIESS IC TeQJ=CT IDENTIRICATICON
From grarh 1 we can see *he differen* approaches *o deal with
project iden*tification, s+ill havinz in mind *hat we *end at product

identification.
2-1- Starting from ‘he resources - The resource apirosach-

The firs+t approach is to start from *he differmn*t resources
available in the country, and to try and identify all possible
products obtainable out of these resources.

We need, for that:

1= A full inventory of all resources available in the country, with
their specifications and quantities:

Natural resources (animal, vegetable, mineral, ...)
Components or semi-products locally manufactured.
Znergy available, quantities and price

I I |

Labour available, quuntiiy and price )  (Human resources)
Skills available in any process or
technology )
- Bquipment available in the ccuntry and presently idle or
underutilized.
- Technologies available.
2= A full identification, for evesry of these rescurces, of the
whole range of products technically obtainable.
- This comprehensive lis* will then have to be screened through

the needs in other resources and the market side, to give a
more selective list.

2=-2= Starting from *he market-The market approach

This second arproach is s*arting from +the opposite side, from
*he market point of view. Domestic market or export markets can be

considered.

2=2=-1 Domestic marke+
This approach would aim mainly a* import subs+i*u*ion but also

at the gatisfaction of needs not yet satisfied, or even at the
creation and satisfaction of new needs.

Two ways can be followed for %his study:

a) A study of all imports, through detailed 1lists of all imported
products, with specifications, quantities, prices.

b) Market surveys for all kinds of products sold in the country
(industrial products, equipment goods, consumer goods) together
with a survey of existing industrial establishments and already
locally made prcductse.

Thege two methods can even be combined to provide a more
accurate estimation of the domastic market.




2-2-~2 Zxpor* rarkets

wWe canno*, of course, study every marke* in *he world aad for
every kind of good. 3ut i* could be interes*irnz to have a closer
lock at some export markeds which could be more favourable to Fiji
because of their rroximity (New Zealand. Australia, neighbour
Pacific Islands, ...) or of special agreements (Sparteca, Lome
Convention, etc...)

2-3- Starting from product ideas themselves: The product asprroach

The third approach consists in compiling a list of products
or project ideas, by all possible means.

This can be done through two different main ways:

2-3-1 The research apvroach

Product ideas will be searched through economic analysis and
research such as:

studies of the product-consumption patterm of the country,
3ectoral and industrial analyses,

study of industrial linkages,

study of the demand for manufactured inputs for different
gectors,

- etc-oo

2-3-2 The random or emvirical apvroach

At last, product or project ideas may be looked after by more
empirical means, such as:

- gathering of all circulating ideas on products and projects,

- review of all lists of products or projects previously
compiled,

- review of all previous studies made by missions, experts
etc..

- examples taken from the experience of other couniries,

- gtudy of industrial profiles or of s*tandard industrial
projects,

- studies of technology, and development literature, etc...

This 1list should then be appraised according *o the resources
censtraints (resources needed and available) and the market constraints.

In fact all ideas for projecits are valuable and may prove to be
the beginning of development. Therefore project identification
requires some sort of "brainstorming"”.

S PRELIMINARY SELECTICN

The identification of project ideas will be followed by a
prelininary selection stage. The objective at this stage is to decide
whether s project idea should be studied in detail and what the scope
should be of further studies.

A prorer set o criteria should be devised to evaluate the
project ideas. A ranking system is sometimes used, based on a set of
criteria according to which the project is appraised and points
atributed for each, and a final ranking of projects 1s made according
to the total amount of points obtained.

The findings at this preliminary selection stage can be embodied
in a pre-feasibility study (opportunity study).




4= FICJ=CT IDENTIRICATION IN RILATDICN 70 ¥alICMAL
LIDUSIRIAL DIVELCrizils AnD ULHSR OBJoCLiv=s

Project identification, as we saw through the different
aprroaches, is made more or less blindly, that is without reference
to national objectives. 32Rut rroject preliminary selection which
follows mst fundamentally be based on national development
objectives.

At present it can be said that Tiji Governmen*, as in many
other countries, simply reacts to +the rroposals of wha*ever
business executives happen %o submit. Therefore *he pattern of
industrial developmen* is likely to reflect the desires of foreiem
or natiorzal businessmen rather than a thought-out strategy of
indus*rialisation. It is a reactive, yes-no policy to proposals
which are put up. Fiji Government should rather have an active
policy of deciding what it wants to do and afterwards of going
*hrough the coun*ries concerned *o look a* *keir technolecgy and
compare i* with other sources cf technology and carital.

That means that selectivity is necessary in project selec*icn
and in dealing wi‘h.private national or foreign capi*al. Irocject
iden*ification and selec*ion need +o be fully guided by *he
developmen* objectives and by *+he national developmen* Strategy
devised to fulfill these objectives. Cne of the first tasks of
ZDB should te *to check whether this national industrial development
strategy is clearly enough expressed. And then Fiji Government
needs the will, the strength and the *echnical capacity to implement
this industrial development strategy.

-«

This note will continue with a look at Fiji's industrial
development objectives, as expressed in the Bight Development Plan,
and according to the priorities we shall outline a program of work
for systematic project identification.

23-10-1981




Avvendix 7 - 3ibliozrzvnvy of documents
vrezared durinc the wroiect

rreliminary Report, nork Zlan &
Particiretion of MNational and I

(15-3-81)

Rerort on visits tc industries in Suve and the Yestern vivision
(3-4-81)

Industrial Promotion and Development Trivaritite Review “orking
Paper (7-4-81)

Draft Cabine%t Faper on the establishment of UNIDC as a srecial-
%zed Ag§ncy and on signing and ratifying of i4s constitution
8-5-81

Comments on a Central Planning Cffice paper "Invesitment
Incentives" (14-5-81)

Faper on the role of Government and Ministry of Commerce and
Industry in *he promo*ion of industrial developmen* and rrivate
inves*ment (19-5-~£1)

Zconomic grow*h, industrialization and its social implications
(28-5-81)

Industrial Free Zone - A compromise solution (5-81)
Cutline of a programme of work on Industrial Zstates (26-6-81)
uestionnaire on the effectiveness of the incentive schene

Job descriptions = Director of Industry, Irincipal Industrial
Bconomist (6-81)

comestic, Mational or Local Value isdded. Some definitions. The
UNIDO-IDCAS Method for Industrial Froject Zvaluation. <Fractical
consideration for Fiji (29-6-81)

Second working paper on lational (or Local) Value added. Z2rorosals
for a set of criteria for project appraisal (27-7-81)

o
Cha

3 fren r
ternational Staf

B

4.
the Zroject

[»

%eport o? a visit and investigations et Desai Industries Izutoka
16=T-81

Draft proposed definition of the Local Value isdded (4-8-81)

Macro-Economic Policy Subcommittee -~ Prevaration of a 7iji
definition of Local Value Added (17-8-81)

Comments on 2aints Industries Fiji Ltd. application (30-7~81)

Visit to Tesai Industries - Conclusions and recommendations
(14-8-81)

Preliminary Revort to UNIZO (Associate~Zxpert) (11-81)

Memorandum on 3IDC Mee*ings, appraisal of incentives avvlications
and of new projects (16-10-81)

Project evaluation Form (16-10-81)
3Jecond draft Juestionnaire for *the review of incentives (4-11-81)
Methodological graph on *he revision of concessions (11-81)

Comments on the Suggested Procedure for Considering Investment
Applications (12-11=81)




¥

Draft questionnaire on the review oI ccncessions (11-81)
Erocedure for the determination of a new incentive schene
(4-12-81)

Discussion paper for the review of concessions (15-12-81)
Sucgestions for the Incentive Scheme Review (14-1-82)
Study on Local Value Added (27-11-81)

?roject revision for the inclusion under the vroject of a
consultancy/study tc review the possibility of an export process-
ing zone (8-81)

Request for an economic study on the establishment of an exgori
processing zone (11-81)

Comnents on *he respective roles of the Ministry of Coomerce and
Industry and c¢f &n autonomous industrial rfromotion office in
industrial promotion and development (12-8-81)

Tunctions and role of *he iinistry of Commerce and Industry in
industrial promo*ion and development (14-8-81)

Transfer *o0 *he Zconomic Developmen®t Board of the vpromotional

functions of *he Minis*ry of Cormerce and Indus*ry and of the

?NIDO DP{FIJ/80/002 Project "Industrizl Promotion and Development"
1-10-81

Terms of reference for a 3%andardization Consultant (for aprlication
to UNIDO) (12-81)

ote on industrial project identification. Jefinitions and method-
ology (23-10-81)

EDB Press Release on project identification (21-1-81)
Note on project identification (2-11-81)
Preparatory study of poitential fields of import-substitution (1-81)

Note and recommendations dbout the Common und for Commodities
(ONCTAD) (4~11-81)

Summary report on the First Consultation on the Capital Goods
Industry (8-1-82)

Final questionnaire on the Review of Concessions (3-82)
Notes on Regional Industrial Cooperation

Comments on the Industrial Cooperation process (6-82)
Summary of a study on Producer Gas

Yotes on Small Enterprise Development (4-82)

Summary of CFTC study on Project Identification (4-82)
Notes on Tourism and Tourism Development (5-81)
Zconomic Developmen* Board: Industrial roject Division
Functions and future plans of DB (5-82)

Project card (6-82)

Article on Project lden+*ification

Press Release on Investment




Sumnary ¢of the activities of the “conomic Tevelopment 3oard
from Cctober 1981 to June 1982 (6-82)

“ress lelease on ZDB's activities in Investzent and Trade
Promotion

Notes on *he iden*ification of problems +tha% arize in the
develorment of export industries (6-82)

Cne-Page Investmen* and Incen*ives Guide

working paper on *echnical aspec*s of srmall sczle pafer malking
and *he implications for Fiji (5-82)

Reports/minutes of meetings of CriC project identificaticn Team
with Ministries, Bodies, Associations, etc.. (4-82)

Draft list on agriculture and fisheries resources

Statistical study on the development of the manufacturing sector
1970 - 80

Discussion paper on export-incentives

3DB Board-paper on export incentives to food processors based on
sugar equivalent exported

Board-raper on Progress in roject Identification (7-82)
BIDC parers

Profile on manufacturing electrical switches, plugs, sockeis,
etc... by injection moulding

List of 7iji local resources (Agriculture, fisheries, wood
rescurces, mineral rescurces)
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