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PARr A. (c011Pleted by evaluation teaa) 

Project Raaber: DP/RAS/16/075 
Project Title: Saall and RediU1t-scale Industry and Entrepreneurship 

Developaent in Pacific Island Countries 

Encuting 
Mency 

UBIDO 

Govenment 
lllpleaenting 

UllDP budget ($) Date protect approvecl 

$ 791,200 16 .January 1917 

Mency Guemaent budget 

Departllenta of Induatry B/A 
in participating countries 

I. S.-·n of proJect obtectin pd ovt1n1t1 

!Jec4iate obtectiye1 

Dates of evaluation 

5 April- 2 llay 1988 

Date operations started 

1 .January 1987 

1. Bnlumce Goverment capacity to pro.iote ~ support SRI develoP11ent; 
2. Identify technically and financially feasible opportunities for SRI; 
3. Upgrade llUlageaent production, -rketing and other business 

capabilities of SIU in the Pacific. 

1. Broa4 future potential Siii dev~lopaent areas identified including 
reaourcea, -rket1 and tecJmologiea; 

2. Clearly defined national illduatrial policie1, strategies and 
development plans; 

3. Clearly defined inltitutional arrU1geaent1 to asaiat and support 
ln411strial deYelOfllCDt; 

4. .l core of national staff trained in policy developaent and 
illplmentation, pre-:bweataent atudiea, eztenaion and conaultaey aerYices; 

5. Project• for SSI with feasibility analysia, b118ineas development 
plau ad fimmclq nllmiuion reports throap the serYicea of (3) above; 

6. U,.rade .arketina, prochaction and 91Da1eaent capabilities of SSI 
throap cODRltaq ad on-CU-job training throvch (3) above; 

7. Groap of ar.all .. trepreaeura t~ained in buaineaa adlliniatration/ 
......... t. 

II. P@wt• pf tb• tyalMtlOP ai••l• 

!be lll••i• baa be9ll or ... ized for two separate reasona: 

1. To review and eYaluate the results achieved by the project and assess 
the mct•t to which the objecth'•• bave been achieved. In this process the 
•l••lon aboald att..,t also to ...... the c•tributiona tAe project ha• macle 
in prOllOtill& lllI deYelo,.ent an4 entrepreneur participation. 

.. 
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the lllaalon la reqalrecl to generate clear findlnga and fo111Ulate 
reec•endations as to the future of the project; 

2. To identify, vithln the lmtustey aer.tor, areas in vhlch the need for 
aaalatance exists and vhere mmp my proTlde assistance. the lllsaion ls 
specifically reqaestecl to present suggestions as to ~ changes mmP my 
consider in the aodalltles lt employs in delivering assistance to the 
industrial se~~or in the pacific • 

III. FindfpH Of the eyaluation •iYlsm 

- The environment in the South Pacific for a amber of reasons is very 
difficult for industrial develoi-ent. there are a n.-1>er of 
opportunities hOVeTer. 

- The project vu poorly designed. and only general categories of 
activities and outputs were given. Thia vu partly cauaecl - th•: lack 
of a clear strategy. Dae to this, the project actually focussed. on 
only one category of activities, project identification and 
pre-feasibility study-tne vork. · 

- these activities have been aadertalcen generally at the request of 
goTenments without entre\)reneur involveaeat.. It is highly unlikely 
the project's work vill lead to substantial results in te:raa of 
huluatrial inveataenta realizecl. 

- Given the specific situation in the Pacific Ialand Countries, 
inatitution-baildlng efforts aaat be considered. Tery long-tera. 

- Within ... 11/aedlua induatry there are considerable differences between 
different eypea. Thia has cauaed and la caualng considerable confusion 
and aladirection of aaaiatance effort•. Clearer target arogpa are 
proposed. - the aiasion for different t7Pe8 of at.siatance. 

- Fur the ... 11eat lndigeao1111 local entrepraeer, lllcroloaa vith "hands 
•" 11111a&eaent assistance are needed. · 

- For larger :lndi&enoua enterprlaea, 4neloiment bab ahoul4 develop 
etaity capital inTeatllent activities ad anre clHe cmtacta vith the 
enter{lriaea molved. lllort-tera teeJmlcal aaalaunce la retalred for 
the actual lnveatllent pllaae. 

IY •. l.ICc! pm4•UOM of de• cyal•ti• aluloa 

- '!he project 811oald aa aooa aa pouil»le ~e its ori•tati• fr• 
at1141ea to laY•tmmt lllpl-tatloa wrk with actal •trepreaears of 
tlae lar&•r 1114laeaoaa tne. '!he project lflln14 ceee•trate • a 
Halted .-bar (10) of apeclflc meatMDta _. offer -. teelmlcal 
aulatmce re.ired to ...... nccaaf111 aterprlHa. 

- ror tlle .. 11eat 1114l48na llMlmtriea la comtrl• wllere tllere la "° 
utloul projec~, die regloul project llboll14 ~ tlarOlll)a loaaer-tem 
•olateera ad aaaoclate aperta la conjmctloa vlth 1Nmb tllat are 
vllllna to ••t ., "mlcroloa" acll•H. 

- UIDP a'boald attempt to utaltlla vlth select .. dneloJ•IDt 1Nmlra a 
••t11re capital "Vt.lldow", partlJ ftamac .. - ._, or otller donors. 
n.e allo1ald, la CODJmctlon vttla teclmlcal ... lataca fr• Cite 
r.,loaal project, 'N ailled at uta1tll81alna a llalt .. _..r of 
l•h&mo118 lndutrlu. 
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- '!he regional project should also pronde assistance to those 
aovernaen.ts that decide to definitely attempt to lllprove their 
regulations and :lncentlYe ayataa, to optlalze the •en•ironment• for 
indutrial dnelopaent ensuring the •right• types of lndutrlea are 
attracted. 

- C:OYenmenta should at thla stage not attempt tc e.stabllsh and nm their 
ovn aophiaticated tecJmical and aanagerlal support aenlcea. '!hey 
should focua on the r.ore narrow f1Dlctlona of llcenalng, regulating, 
proYldlng the right fiscal cU. .. te, etc. 

Y. ~•BOIUI leametl 

- Projects should be defined :la definite term with the targetted 
actlYltles and outputs quantified and :la l:lne with aY&llable 
resources. '!Illa la nen •re lllportant for regional projects aa the 
danger that nch project• get used u a fUDd for •aQthlng that comes 
along• ia Yery larae. 

- '!he f11nctlona of SIDFA an4 Chief TecJmical adYier ahoul.d not be 
comb:lned :la one person. '!he fanctlona of a SIDFA are •re aeneral and 
:lnclude llOllitorlng of projects. '!Illa cannot be comb:lned with the role 
of a CTA. 

- InYeataent projects for 1111&11-acale lndutry ahould not be d91relopecl 
without direct :lnYolve11ent of an iDYeator. 

YI. IHluation tea 

llr. Geo~ge llillard 

llr • .Adrie de C:root 

UIDP representatiYe an4 tea leader - Conaulto.t 

UIIDO repreaent.ative, UIIDO, IYaluation Staff 

.. 
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LIST OP &BllltDUTI«m USD 

- Asian DeTelopment Bank 
- CclllllODLVealth Foundation for Technical Cooperation 
- Chief Technical Adviser 

· - Develo~t Bank of Vestem Saaoa _ 
- DeTelopaent Finance Institution 
- Inatitu~e for Rational Affairs (Papua Rev Guinea) 
- IndicatiTe 'l•nntng Figure, the UllDP total budget available for 

projects in a country 
- Pacific Island Country(iea) 
- Pacific Islands DeTelopaent Progr ... e, see ref. Annex III 
- Papua Bev Guinea 
- Rural Sllall Industrial Enterprises• see ref. Annex III 
- Senior Industrial DeTelopmen~ Field Adviser 
- Special Industrial Services (a UllIDO fund for urgent short-tera 

usignaents) · 
- Sllall/lledba Industrlea/lnterprlsea 
- United .. tiona Industrial De'Yelopaent Fund (a UllIDO funcl) 
- United States Agency for Intemational DeTelopment . 
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DDODUCTicm 

Assistance to .. 11-scale industries oa a regional basis b7 UDP started 
in April 1915 when project DP/IAS/83/017 started its operations based in Port 

.Vila, Vanuatu. Thia project vaa essentially absorbed by project AU/IAS/85/A04 
as froa the begimrlng of 1986. This project was, in t-.:rn, broken off and 
auperaeded by the project \>elng evaluated, DP/IAS/86/075, with a nev project 
docuaent approYed by UDP oa 16 .January 1987. 

The project, in c.-m vlth aoat GoYenaenta of the region, baa as a 
developaent object:iYe the expanai--!1 and hlproYf!lleD.t of the industrial sector 
in the Pacific Island comt:ries IL order to diYeralfy the ec~. generate 
addition&l mploJlleDt and lncaaea, reduce dependence oa imported goods and 
aenices and increase ezporta. 

The project docuaent had foreseen a tripartite in-depth eYaluation during 
t:he project but: t:he exact t:lalng of thl• vu not foreseen. In riev of the 
fact: t:hat budgetary resources for llhort-te:ra cOD8Ultanta is now ezpected to be 
ezhausted in lli.d-1988, earlier thm originally plumed, and t:hat demml for 
each eerTlces la •till increasing, it: vu decided by OIDP and OllIDO to 
undertake the evaluation in April 1981. 

In view of the specific and \Dllque ait:uatioa.of .. 11-scale industry in 
the Pacific Island comtries and t:he ezperlence built: up through the project, 
UllDP also requested the eYaluatioa lli.ealon to ulte m uaeaaaent of the 
current status of .. 11-acale industries and their requireaent:a for ~ternal 
aaalatance and t:he areas in which UIDP, through their inter.comtry progr._e, 
.. 7 aost efficiently and effectiYely contribute • . 

The CCJllPlete Tera of Reference of the lliasion are attached as Annex I. 

The aiaaion consisted of: 

llr. George llillard, UllDP consultant: and t:eaa leader 
llr. Aclrle de Groot, UllIDO IYaluation Staff 

The aiaaion arriYed in Suva on 2 Aprf..1 1988 and started their work oa 
3 April vlth a briefing by t:he UIDP Resident Repree!Dtative and hie staff, as 
well u by the UllIDO SIDFA, vho la also actin& u CU for the project, u well 
aa the other project staff. The lliaslon then had detailed diec:ueaions with 
official• u well u ... 11-acale entrepreneur• and with •arious organizatioas, 
including other external aaalatance organizations in Fiji, Wuten SU10a, 
ronaa, Vanuatu. llr. llillard then continued alone to SolOllOD Ialande and Papua 
Wev Guinea, Federated States of llicroneeia (PoJmpel), the llare'ball Islands Uld 
Cook Islande. Be waa debriefed in S11Ya by the Resident Repruentatlve before 
proceeding to UllIDO Vienna, vbere thl report vu finalized by the tvo alaalon 
aeabera. In S11Ya, another aeetlng took place vlth repreal!lltatiYa of other 
donor• to diacuaa the proposal• related to venture capltrl activltlea. 

A full liat of placu vlalted ad peraona connlted i• glYen in Annex II. 

AB the aiaalon ldentifi-4 lD diaCUBsions, report• and other doC1111eDte 
frequent ainaderatanclinga ~ alacoaceptlona u to what "i•utry" or "mall­
acale indutry" in the South Pacific actually __., the flrat chapter of the 
report atteapta to describe tile uamitlal futures that lllke the •ittation in 
tile South Pacific different froa tile one in other COUDtrlea. It alao preaenta 
a •iaple typoloa of differmit: tnea of .. 11-ecale inda.striea, uual17 
1r~ toaether mder tile aeneric title. 'ftt diatinct~on• between the•• 
1roupa ar~ conaiderecl essential by tile •i••ion la ordr.' to better mderatand 



-. -
the Tarioua neecla of the groups and thereb7 enable the discussion of 
strategiea tailor- aade to these 1111b-groups. 

For this chapter, the llission has relied extensively on other sources of 
illfomation. The aain ones are listed in Annex III. 
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Cll&Pl'D I: IWID D DB SOUIB P.A.CIFIC 

Introdllctlon 

l'hla Chapter attlll(>ta •o provide the reader vi.th an oTervlev of the 
altuatlon. lnaofar releYant for lnduatrlal deTelo(lllellt in the South Pacific 
Ialand countries. !hie ·la of course llalted to what la considered iaportant 
for a proper understanding of the dlsC1JSsion and rec.-endatlon.a presented in 
thla report. The lllaalon. con.aldered that, in Tiev of the specific and 
ezceptlon.al characterlatlcs of the region, nch an introduction. la required, 
certainly in •lev of the fact that in the Yarloua documents atuclled and 
dlaC1JSalona held in relation to the alaalon, it haa becOlle ob~loua that 
different perceptlona ezlat aa to both the aituati"n in general but, aore 
importantly, aa to vbat actually la mall- and aedi~cale lnduatry in the 
South Pacific laland context. 

Thia Chapter la far frOll C011Plet~. It la beyond the Teraa of Reference 
of this alaalon. to nen attempt to dlaC1JSs all aspects in detail. Only the 
moat relnant onea are dlacuaaed and.a rough typology of mall/aedl- lnduatry 
introduced to facilitate dlscuaalon.a. In .Annex III aneral references are 
glYen to aore complete studies on the region. 

A. Geography, dcaography and resources 

The South Pacific Region conalats of oYer 2,000 islands spread oYer a 
region that aeaaures oyer 5,000 bis. east to vest and aore than 3,000 bis. 
north to aouth. '!he islands are llade up of fully independent a ta tea, tvo self­
goYernlng units, aeYen dependencies of other co111ltriea and soae trust 
territories. Some statistics on surface area and po~ulatlon are giYen in 
.Annex V, Table 1. 

The total population of this region la just above 5 ailllon, with 
three-quarters of these concentrated in Papua Bev Guinea and Fiji. 

Only tvo urban centres in the whole region have a population of aore than 
100,000 (SUYa and Port lloresby) and, oYerall, a high percentage of the 
population liYea :ID rural areas. A large part of the population la still 
enaa&ed in subsistence agriculture. 

The nearest dneloped country •rteta, both for obtaining auppllea as 
well aa for selling 8Jf!I products, lie far away in Australia and Bev Zealand 
vi.th the distance between SUYa-Auckland and Suva-Brisbane both about 
2000 ba. Shipping lines in the region the •jor ports with other 
international deatlnations only once or a f ev tiaea per month. Inter-island 
8hipptng nen vi.thin each country la sporadic. A fair mmber of airports 
mat bat 110at are uaed. only by aall aircraft without adequate freight 
capacity. 

On the larger islands vith sufficiently good fertile soil, plantations, 
concmtratina •:lilly on copra bat also bananas, cocoa and coffee, exist. The 
ODJ.y aceptlon here la Fiji, which la a auaar producer vith t..portance on a 
vorld scale. Oatalde of these plantations, there are ODJ.y a fev regular 
qricultural aurpluaea aYailable for aport or proceaslna and theae are 
relatiTely aall. (For 110re details on resources and foreign trade, see 
.Anna V.) 

With the aception of Papua •ev Guinea and Fiji, where only gold ia being 
.xploited, the area does not have considerable aineral resour,ea (apart from 
Kiribati and Sauna, whose aingle-11ineral resources are all but exhausted) 
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Several co1111triea llaYe conalderable forestry resources. ObYlo1J8ly, the 
Min resources ezi.at in Papua Rev Guinea bat the SolOllOll I•lancia, Flj 1, 
Vanuatu and Western SallOa also llaYe reaenes of tropical llardvocda. lloat of 
these are, hoveYer, at present exported aa logs. 

A Mjor (potential) resource for al.aost all comitrles la the fishery 
lnd1J8try. BoveYer, in aost C01Dltrles thla la an UllderdeYeloped lnd1J8try vlth 
the resources being exploited by foreign fleets that llaye only relatlYely 
recently started paylng ca.penaatlon to the c0m1tries concemed. Only part of 
a catch la processed vlthln the region, although C:OYenmenta are nov often 
requiring local processing in nev licensing agreements. 

The exports of the Pacific Island Comtrlea conalat •inly of a handful 
of c~lty product•. The Min one, for all ccnmtrlea except Papua Rev 
Guinea 9!14 Fiji, la coconut and lta by-products (copra, cocOll1lt oil, 
desiccated cocOll1lt), bat also in these tvo comitries, this la a Mjor ezport 
ltm. Others are wood (pred•lnantJ.7 aa log and timber), flah, wt, coffee, 
cocoa, gold (Papua Rev Guinea and Fljl onl.y) and aoae other aarlcultural 
products such aa Yanllla, fruit and fruit juices (•inly in lndiYldual 
C0111ltrles and in relatlYely ... 11 quantities). 

It la clear that export eamlngs fr. such a c.-.dlty alz fluctuates 
vldeJ.7, also aa there are Mjor ca.petltora in each of the market• that 
actually damlnate the urket. 

B. Bmen reaovrcu 

Aa already aentloned, a large part of the population of aost: Pacific 
Island Comitrlea la still •lnlY inYolved in subsistence agrlcul~ure. While 
there la a drift to the urban areas resulting in conaiderable Ylalble 
11DB1PlQ11e11t, these people llave llardly an:s fomal education or training. In 
all c01llltriea there la a aerio1J8 shortage of all ~ and levels of trained 
aanpover. Thia la moat aerloua in the tec:lmlcal and aanagerial areaa. .And 
nen insofar aa formally trained staff la occasionally available, thq rarely 
llaYe an:s relevant experience vlth or exposure to international trade an4 
.. rketa. 

While the coat of labour in the Pacific Ialand Comitries is certainly 
aach lover than in the developed C011Dtriea in the reaioa, it la, OD the other 
hand, several tiaes hiper thm in aoae of the .. in campetitor C0111ltries tt.n 
produce the aaae or aiallar products. In IJl4cmeaia an4 the Philippines, to 
naae bat two that are both .. jor exporter• of coconut products, fish and 
baDdicrafts, labour 1Dlit coat la only one-third or one-quarter of the coat in 
the Pacific Island Comitrlea. • 

c. Cplt•• 

very f ev of the in4i1enoua popalatlom baTe .., •trepreneurial 
bacqromd. Gae report Jiu stated tbat "'8slwa" vu .... atil receatl7 u 
a tnlcal apatrlate actbity. It shoal.cl prob•lJ' be aMe4 llen tbat before 
the reatoa vu colODlsed, a thriTina •trepr....-tal clau al•ted la ..., 
Pacific I•lad Coaatriea. '!hi•, hotrner, dl..,,..red npld17 vltla the aclYent 
of foreip d•iaatloa la the bth ce1tt\lry. 

OD MYeral occuiona, in41paoaa •treprennn a4 local officials ,..,.. 
as ou of the reuoaa for the poor perf onmce of :bldl....- ._laeun the 
fact tbat lt l• a atroaa el .. t of tJae local nlnr• tbat people *8re what 
ner tJaq laaT• vltla their atlilllled f..SHn. 11a1J atrepreanra camot cope 
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vith this preseure and apmd the fima' ll01lQ on these obllgat:iODB. Only 
1n41Yidual.a that can eueceaefully separate baalneaa fraa prlYate resources 
have a chance to make it. 

mother frequently aentloned probl• la related to the traditional system 
of land tenure. lloat land la c~nl.y owned, vkfng aecure ownership or lease 
very difficult, aa vell as reducing the chance of ualng land as a collateral 
required for obtalnlng banJt loans. 

D •. Support fpfrptrpcwre 

While aoat govenmenta ln the region have recently att:ached a higher 
priority to lnduatrlal development than before, lnduatry atlll only plays a 
lllnor role ln the ecommiea and it la Ubly to conthme to do ao, at least in 
relative tema CC111Pared vith aectora lilce -.rlculture, tourlaa and possibly 
fiaheriea. 

It la, therefore, certainly not aurprlelng that the C:Overnaenta ln 
general do not aake extensive reaourut 1tallable to 911PPOrt industrial 
develo(lllellt. the relev8Dt units ln_lllniatriea that U811ally also cover trade 
and commerce 11114 acmetillea alao tourlaa ad other sectors are normally aaall 
and lack industrial or commercial experience. ID several caaea, the quallt.y 
of staff dedicated to lndustry la too lov for the lllnlatry to be very active. 
One should lteep ln alnd, however, that thla la vlaat C8D be expected. The size 
of the eco~.ln aost Pacific Island Countries can be compared vtth ~ 
aedi19-alzed town ln aoat countries. Cae cannot a:pect C:Ovenments of auch 
countries to cODBlat ezcluslvely or aalnly of experienced graduates. Projects 
and report• that keep mphaaizlng the need for auch counterP&rt staff are 
largely self-defeating. Project• that ala at atrengthening C:Overnaent 
departaents need to keep this ln a1nd and adjust objectives to this situation. 

The 11.ae la valid for the lover- and aedl19-leYel ataf f ln other 
orgmzatlona vith r.eapouibilltlea relnant for lnduatry auch as "Industrial 
PrOllOtion Units" or Dffelo119Gt Banks that, at ml1' rate, have only a very 
... 11 part of their loans portfolios ln industry. 

The developaent banks ln the rqlon do not ae• to be very "development" 
oriented. Thq lend llODQ alaoat acluaiYely to larger vell-eatabllshed 
oraantzatlona that can provide full collateral. In several cases, lt vas even 
indicated that ~ :lDSlated on tvo to three tiaea collateral coverage with 
peraoaal paar8Dteea on top of this. Thq are very risk advuse and hardly 
lend to ... 11-acale :lndvatry except when apeclal funds are being provided ld.lb 
tJpt deb PP4uyrlt;tm blly by Other Hrtflf• One reason given by bank 
_.. .. t for not ladlq to mall-scale lnduat17 la that the aaall loans 
camaot e&rrJ the nerllad required for adalnlatering the loans an4 f ollov-up 
where nec ... ary. 1Jonal17, it la also banJt policy not to take equity shares 
ill DeV laYutMDta or to prnlde 8'lfl other tne of risk capital. the general 
attitude .... to be: "Ve are a bank flrat of all and have to ulte ll01lq that 
la ~ ve operate tJle Viti ve are." !'his also ezpl.,lna vb7, while the banlta 
vill •t111iy a project to ...... Ylablllt7, thla rarely in lt•elf lead• to a 
po•ltlve decl•ion (the &Yallablllt7 of auiflclent collateral on the other hand 
aonal17 will). 

I. !ht •itpation of hulpatn 

Wbea one tlailllr8 of lnda9t17, or 110re •peciflcally ... 11- and aecli111-•cale 
indwt17, oae has to keep tJle a'bOTe deacdbed aituatlon In alnd. In a ... ry, 
the •ltuatioa r ... 1c. in tlle following conatrainta for the dev•lopaent of 
llldaat17: 
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- Very mall cloaeatlc aariteta with nen -.ller purchuin& pover 
aTailable; 

- b:port aarketa are far aVQ and expenalTe to reach due to the 
difficult, expenalTe ancl alov transport; Tery little Jmovledge of 
these aarketa la aTailable locally; 

- the Pacific Ialancl Co1Dltrlea baTe Tlrtual.ly identical comaodlty-type 
export products. In these aarketa tht!7 are campeting with each other 
but also with 9Uch larger, better-located lov coat producers; 

- the rav aaterlal base la frapented ao that either processing la on a 
mall scale or collection coats are Tery high; 

- there la Tery little entrepreneurial experience and business L-ulture 
la the Indigenous population; f ev people baTe my aanagerlal 
experience; 

- Bardl'J' my Indigenous qualified tecimical or aanagerlal aanpover 
ext.eta la thE region; 

- Little support can be a~'?Cted either frcm GoTerment aerTlcea or 
banks. 

F. %Jpea of =•ll/••Uw hutvatries 

While the aboTe-aenCioned problesa are Talid for all types of Industry, 
the relnmnce of my specific problem Taries in different types of Industry. 
the sector generally called "-11- ancl lledi--acale" lndustey, hoveTer, 
cOD8lata of different clearly separate sub-sectors that each t.ave their own 
specific characteriatlca. It la, therefore, Tery lllportmnt to apecl:fy in my 
dlacusslon or proposal what group(•) la/are belng considered. The alaalon 
found tvo criteria that seem to be essential: 

Size of cntenriae: this varies greatly. Bovever, what la comaonly 
vorlclvicle conalcler~d aa ..... 11-scale industry" la partly a relative 
concept. In this aenae, "aaall" in the Pacific ls generally saaller than 
la other places. 

Qnerthip: As a conaequence of the history of the region, the shortage 
of local Jmov-hov and capital aa vell aa other reuona, there are amy 
enterprises partly or fully ovnecl and aanaged by expatriates, including 
rather aall ones. 

These two criteria correlate vlth each other. If applied sillultaneoualy, 
they lead to the follovi.na four categories: 

1. IndlgnPM "pdl-•cal•" ipdulta: The mllHt of all. The large 
.. jority Gf all businesses fall in this cateaory. Moat eaploY only 
the owner and hi• f•ilY and scme a fftv hired labour. Moat are active 
la alaple food procaalq, includlq bakeries, vood and aetal-vorklng, 
handicrafts. the products a~e locally .. rketed. Usually aanaaerial, 
tecJmlcal and aarbtina skills are ver,. Hai ted. Access to capital b 
restricted by the lack of collateral. Initiative to expand or 
4lveralf7 l• Halted. 

2. 1D4l1cpppa "•cllW=fcale" ln4p•trig: Usually the owner /a..uaer has a 
t•lly bacJcaroand ln business and/or la relatively vell-educated and 
trained. Be/she eaploY• aore than five eapl()J'ees, often in aore than 
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one and up to four or five different and separate baaineaa 
actbitlea. Se111etlaea one or more are loaa-11utn1, the whole 
operation being aupportecl b7 faming or other •aide linea•. In 
addition, he/ahe often haa aueral additional ldeaa concemlng further 
interesting opportunities. the baainess haa bank loana froa the 
develolJllRt bank but la often vnder-capltallzecl. the mpl07eea are 
trained on the job. llost produce for the local -rket but ae111e export 
their products either through their ovn contacta or, in a nmber of 
cases, through a joint venture vith a overaeu c~ <-~ froa 
Australia or •ev Zealand) that haa put up ae111e of the equity capital. 
lloat ccnmuies have only a llandful of auch enterprises. 

3. '"11/••Uw gpatrlate lp4pttrlg: Virtually all of these are 
special lzecl e_,..iea producing for the export ~ket, wtly vi th 
lllported rav -teriala and tec:Jmlcal and MDagerlal apertiae. Only 
fev use local rav -terlala. 'l'he -in reasons for locating in the 
Pacific Island Countries are the coat of labour cOllblDed vlth 
duty-free ~ket access to Australia and •ev Zealand that these 
comtrlea have, aa vell aa trouble-free labour and political 
stability. Th~ often use loans proridecl b7 the dnelOlllll!llt banks. 

4. J.er1c-ae1le UMt-rlate tpdpltrlea: In the lnduatry sector, theS'e are 
Yirtual17 non-existent. the only exceptions can be found aa joint 
ventures between foreign C011Panles and local shareholders, often the 
national aovernaenta. 

It la uident frOll the aboYe that the different groupa have C011Pletely 
dlf ferent needs for external aaaiatance ln any part of the project or 
inYestaent cycle. For SOile it aay be useful to ident1f7 opportunities in 
principle, althoU&h nen for those it is doubtful; for others, this la not 
necessary or -Y nen be useless. Pr.e-feaaibility or feasibility atudiea for 
new actiYltiea are requirecl for aoae but useless or vorae for others. 
Flnacin& needs and access to finance vary treaendoualy. Tec:Jmlcal aupport is 
only neecled for indiaenous enterprises, etc. therefore, before one offers any 
type of asaiatance, one ahould consider vho the taraet aroupa are and what 
types of assistance each of these taraet groups neecl. One ahould also rniev 
if the taraet groups can actually effectively use the assistance againat the 
back&round of their total situation. 

!he type ~f taraet aroup(a) chosen also has iaplicationa for the coat 
effectiYenesa of any assistance proYidecl. It la virtually iapoaaible to 
directly assist the ... 11eat indig~oua entrepreneurs in a cost-eff,ctive vay. 

Political interest in industrial development is certainly present in the 
countries concernecl, but motives vary. lloat Governaenta inaiat on dnelopment 
of indi&eno118 enterprises for social and political reasons and therefore 
ao11etiaea la aabl&UOUB on the priorities for deYeloJlllllDt of ezpatriate-ovnecl 
enterprises. On the other hand, such larger enterprises .vith easier aarket 
access are aeea to provide better scope for creation of jobs and laproveaent 
of the balance of p.,.enta. 
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A. Soclo-cc,..tc ""' tac1m1me1 Netm of •be protect 

the Pacific Iabnd Coaatriea9 wldle apreall OYer a oc- area of acme 
15-20 alllloa :::QD&re ltllwuea an4 ltelna Taried la tenm of reeoarcea. 
~ical campoaitioa, etJmic orlala, etc •• llaYe a larae amber of 
c:llaracteriatica In c~. 

the general aituatlon aa well aa the mriE-t fo.r an4 tn-ea of 
lnd•tJ:Y In the realon ba•e been dlaaaaed la Cb.apter I abo'ft. 

the percel•ed u-aa c:haracteriatlca of the Pacific Ialad Comltriea 
ca.billed vlth the lov IPFa antlable to indiridaal ccnatria lei to a 4eclalon 
to attempt to proride teclmical aaalatanee to lnduatrlal 4eYel.o(mmt la the 
realoa throv&h a realcmal project IAS/13/017. Wtlal~. Papaa llew Calnea, 
Sol..,. Ialada, Vmmatu an4 the Pederated Statea of lllcroneala partlclpated 
la the project vhlch generated a lot of lnterat la lta actlritla fna other 
C011Dtrlea In the Senath Pacific. Part~ thla vu 41ae to a lacreaallla 
avareneu of C:O•enmeata In the realm tbat lnduati:y coal4 pl.q a role la 
dnelopin& a •re balanced natlcmal e~ aa veil aa prori.de 9P10rtanltlea 
for the indl&eD0118 population to dnelop mplOJlll!llt an4 Inc- generating 
actlTltlea. 

In reaponae to thla altuatloa and baaed on the (llalted) aperlmce of 
ltAS/83/017 that together vlth abort tena connltanclea fln•ced by UIIDO had 
.. 1n17 been actl•e In pre-lnYeatMnt atudlea, UllDP/UllIDO de'Yeloped the project 
DP/ltAS/86/075. thla project cialckl.7 attracted a amber of other C011Dtrlea aa 
participants. At preaent fomall7 the follovlq are IDYol•ed: Cook Ialands, 
Federated Statea of lllcroaeaia, Fiji, nrtbatl, llarahall Ialada, Palau, Papua 
Bev Guinea, Veatern Smoa, Solcmon Ialada, Tonp and Vmmatu and ao-called 
lllcro States Including .. m11, Blue, Tokelau ad T11Yalu. 

'l'he project vaa to bave a vlder ranae of actl•ltlea than lta predeceaaor, 
including atreqthenlng Go'Yer!m"..it organizatiou dealing vlth lnd11at1:7, 
ezteD8ioa aenlcea to enterprlaea and training of entrepreneara In addition. to 
the pre-inveatllellt studlea that vere the .. 1. activities of ltAS/83/017. 

It vaa also decided to locate the project In Sava-l'iji, rather than In 
Port Vila-Vanuatu lD order to illpro•e logiatlca and reduce coat. the project 
vaa i.ocated in the UIDP of flce In Sava and the UIIDO SIDF.l assigned also aa 
the project Chief Teclmical Adviser. 

The project would co-ordinate lta actlvitlea throaah the lllnlati:y of 
Ind•try (or equiTalent) In each coanti:y t.bat would prOTlde the focal point 
for all natloul level actiTitiea. 'l'be project vaa to COD.8111t and co-operate 
with &lf8 natloul IPr-flnanced projects aialng at aasiatlng lnd11at1:7 In the 
ccnmtrle• concerned (Papua Bev Guinea, Solomon Ialallds, Vanuatu ad Tonp bave 
nch projecta). 

I. Protect doevwcptj 

While the project docment ln a aeural vq clucribea the aitutloa In 
the Pacific Ialad C011Dtri.. ln tel'll8 of ... 11-•cale lndutry and indicate• 
the probl ... lDTolTecl, a cloaer analJ•l• reveal• a lmlllber of 8hortcoalD&a ln 
the project deslan. 



- lS -

1lae project 8de1ec=-•t llata tile follwla& t Hate oltjectlYee: 

1. 

2. I4•tlfr tedlalcalb al f1-clall7 f_.lble opportlmltlea for 
mall ... --- lllllaat17 4eftl....-t. 

3. Dt&rMe --a-t, i-ud9C:tl•, mubtha ..a otlaer baalneu 
capacltl• of' ..U ..a _..__.cale matuprlm ln tlle Pacific. 

In relatl• .S.dl ~. 

Por oltjectl'ft 1: 

1. lrM4 btme ..,..U..'1 areu for -11. ad _....acale t.at..t17 
ee.ela1••t la ~ •f nal.We r•••eea, pouatlal marbta 
- tllfdlldate 1:• I• •lGal• Hl!lltl.f'led fer eadl of tile 

~-mtd-. 
2. Clearlr •n.t (er nrial- te, 1lllen anroprlate) natlcmal 

l9lllmtrld ,.uel•, •trated• - 4eftl ..... t phaa. 

~. Clear)7 .. rlaed (er ~l- to, Wbere qpropriate) acwenmmt 
lmtlntl-1 ~-ta to prori4e optS- lllceatlYea ..a 
..... rt te llUlmtrlal ....i...-t. 

4. Core-of' mtl-1 ataff tra~ ln bMtmtrlal poltq fomatlon 
ail blpl•mtatl•, faalltllltJ' m!7al•, project formalatl• 
an4 steml• tlllll cma81.uaq eenicea. 

For objectlYe 2: 

5. Clear)7 4eflne4 projecta aultable for -11 and Mdlu.acale 
1Dduat17 cmplete rith feaalbllltJ' anal.pl•, baalneaa 
4nelOJ1181lt plaa and flmmciD& nlminlon reporta, prepared 
throagh the aenlce eatabllabed ln 3 abcwe. 

For objectlYe 3: 

6. Opsracle martetlq, prodactloa and 111111q--t capabllltlea of 
mall 11114 -41,._.cale lndutrlea through A.4.JaK conaultanq and 
oa-the-job tralnill& aenlcea, to be prcwlded t~roaab nch 
aenlcea u rill be eatabllabed ln 3 aboYe. 

7. Groap of -11 eatrepreneara tralDed in baalnea• adalDiatratlon 
11114 ....... t tedmlqaea. 

While thia &iYa a aeaeral orlatatlon of the project, a011e of the 
atat ... ta are ...vbat coatra4lcto17 11114, ritbout aceptlon, all objectiYea, 
oatpata (11114 alao actiYltl••) are not apeclflecl or quantified. 

!be ccwer paae of the project do~t lndlcata "Direct Support" u the 
prbla17 tmctlon ad "tralniD& ext ... lon" u the aeconda17 fmctlon (thl• 
ahoal4 probabl7 be "direct tralnl111"). On the other hand, the flrat 1-edlate 
objectlY• atat .. "lnhance GoYenlllDt capacii,. to pr0110te ••• ", clearl7 an 
ln8tltutlon-balldl111 objectlYe. 
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It la •t clear 1111at wa --t witll "tlaroa&ll tlae nnlce eatUlllllaed ha 3 
alloft" la ..,.ta 5 ... 6. Certda17 lt ll1lo1aH laaYe ..._ clear t'.Mt tlloae 
atl-1 8U'Ylcee C09l4 MYH lte .ee M~ .-llflel to 4o tlle9e •••­
tlRbia tlae poject. Aleo, tlae project, certalnb for oRput 5, prepared the 
~·Je, abllea, etc. ltaelf, •t wltll tlae •tl-1 8U'Ylcea lmolftd to 
lllllJ Bhat (ma:ept "clearhl&" or "repeatlna" tlae •t1111lea). 

& weQ illportat ~l• witll tlae project 4oc rt l• tllat In • VQ 
l!dodtlea or • s..i-tatl• atratea l• alYS. ne actlritlea are 
~ a netat.._t In detail of tile oatpata ._ 4o •t lalicate who don 
111at,-wllm. 

It la clear f'na tlae ldato17 of tile pre4eceaaor project (DP/aS/13/017 -
8/mS/15/AM) a18D t:llat, an. die aaeraJ. oltjectl.e of RIPOrthla 
llliall-wle lllbatrie1 ~t w ~ -.nea, tlae qproMll or •trateg 
.te .. dda - • nsi...i .......... mftr ~ ...... ... Die en •f tlda 
..U.er wn~ rlileatllllr BPLH•el tlae __. for a refommlatl• or 
d8Mft9Kl• of' tlllll ... ~ ... t _. ._ aenr ·~ a• tlae poject to 
.-re IC'll•~ ._'al Ida - 79u witll tile poject fna tlle llllldtt~ 
tiff'lmlt ..... la .. rt 'ftla. 

Ille ~ lea._ ~17 leanael fna tlae flrat pojeet w till• 
relocatl•. 'Im .-.i. of tenlophla • lllP~ a cmcept for die reat....i 
pnJeet w Mt .. 1wc. Botll pojecu --tia117 _._. • i4eatl~ 
ao-callel "•Ill» .-eJecta", illll.Tieml cmRltat joba for - eomat17 or for · 
MYetal comatriea a4 t.pl--tlna tlleae. 

It ... t be conaldered 11Dfortmate that the firat crA decided to leaTe the 
project after one 7ear aa the project loat the contacts and a:perimce he bad 
ballt ap. It vu alao mf'ort1111ate that there vaa a lot of friction between 
the CD 11114 the SIDF& durin& thia one 7ear, vlth tb SIDFA haterferin& in the 
project ........ t, lncludhal the vork proar-. ad job deacrlptlcma and the 
flnt portfolio of "n'b-projecta" dneloped by the crA belD& "decl•ted" by 
UIIDO tmktna a amber of thae for finanr.ina fr• other uarcea of fllllda. 

'!beae pro'bl- d ...... trate another ve•kaeaa, the fact that it vu not 
clear in vbat aeaae the project vaa, ha fact, a aeparate intearated aet of 
actiTltiea/outpata on the regional ln~l rather tlum, and different fr•, the 
aeaeral UIIDO proar-. in the area vith •lnlY comtry lnel actlYitlea. 

Thi• probl• vaa not .aolTed vlth the Dev project, on the contrary. By 
coa'binlna the CD (reapcmaible for the project) and the SIDF& (reapoulble for 
the UIIDO proar-.) poata the project concept vu further diluted to Jut 
'Deca11e a part of the proar-.a. 

O'Yerall, tile ••t lllportaat probl•, llovner, la tile vlde CO'Yeraae of the 
project vlth atrmatbmtna 1ne_rmeat capaclt7, project ldentifieation, u 
well aa trainiD& a4 aparadlna of entrepreneur. in a -1Htr of countries 
COTered aader a project of thla aize. To&ether with the lack of q1M1Dtitatlve 
•peclficatlon 9114 tbe lack of prlorltlea and atrat..,., tbe project doC1111ent 
doea not defhae a project bat a area, or areu, of actlTit7 without 
apeclfJ'iD& aactlJ' what ahould 'be done. 

. " 



-17 -

Aa will be deacrlbed. till• bu led to p~- la tlae -1-tatl• of 
the project 

&Dodier probl• vitb tJae project 4eal.p la tlaat lt tlltl llOt define tile 
taqet a~ or &rotllP9 tlaat were to h qiproadtd .... mlated 'by tile 
project. Aa d.eacrlbe4 ID Cllapter 1 9 to•• •-ii- -4 ..a- mcale bdmtry• 
u a taraet &rcnlP 4oea not REf lel•t~ def Ille the en4 •era ..i tile tiff erst 
DHda of theae ead men ..... therefore camot lead. to a clear cmaeept for tile 
project. 
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aana III. noncr ~ 

A. Qellyuy of lpppqt 

DQP/DIJDO lpppqt 

'!he bull&et of the project no1Te4 u follows: 

lhld111 Lllat D1:1&ID1l 111!1111 {&l i.atut B11U11 ua 
"'• "'• 

11.01 Qaief Tecbnlcal Ad'f'iaer 
11.02 Sttenalaa Serricea Speclallat 30 224,400 21.2 171,000 
11.50 Coanltaata 21 208,400 41 359,000 

Auoclat~ apena 
11.99 S~total 432,100 537,000 

13 SUpport Pe:noanel 20,000 20,000 
14 Volunteers 72 60,000 60 50,000 
15 bpertll TraTel 70,000 40,000 
16 aluloa Coat 30,000 50,000 

19 Total Personnel Campcmeat 612.100 697.000 

32 s~ Toun 40,000 40,000 
33 In-aerrice Tralnln& 20,000 20,000 

39 Total Tralnln& Ccmpoaent 60.QQQ 60.QQQ 

49 Total Bqaliment Callpollent 10,QQQ 24,QQO 

51 Operatlcma - llainteamu:e 1,500 
52 Reporta 4,500 3,500 
53 S11114rlea 13,000 13,700 
55 Boapltallty 900 

59 Total lllacellaneova Component 17.200 17.200 

99 Grand Total zgg,ooo n1.zgg 

It can be aeen fr• the bqeta aboTe that the only aajor clwlge froa the 
orl&iDal bull&et JIU been a larae lncreue ($ 150,600) in the lnld&et line for 
c:oaaaltata. A larae part of till• ,,.. added la Rnlalon I in order to cner 
comitamta u4e bJ' the predeceaaor project in 1916 bat lllpleaented in 1917 
vbea the old project vu f omall.7 cloaed. 

'Ille project doc:meat dld aot apeclf) GoYerment lnpata clearly. The only 
clear reqalr--t vu that Ckwermeata vere to aaalp tbelr "Director of 
llldwt~ or alallar u a comaterpart, to act aa ln-comtry focal polat for 
the project. 

Other reqaire111Dta .. laly inYolYed lo1latlcal aupport and 1enerally 
co-operate vlth the project. Jro badaet for GoYermmt Input• va• &lYen. 
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Of coane sac:ll ~ deflDltloa cm be ezpec:ted in the cue of nc:h a 
realonal project hlYolTiD&, at the dulp ataae a not yet launm mmber of 
C011Dtrlea. At the .- time, hoveTer, it la another daonatratlon of the fact 
that the project •~t la not mac:h .ore than a general orientation of 
actlntlea. A preparato17 ... 1atmce ,.._. could ha•e been ueful to prepare 
a detailed dealp while workln& vlthln aeneral pldelinea for a year or ao. 

B. Ip\==tati• of proJect acUYlties 

Aa the •actl•ltT' aectl• of tM project 40C1ment ~ &l•ea open-ended 
cateaorlea of actintlea vltlacnat tlld .. or YOlme, it la not poaalble to make 
m mu•ent to vbat mct•t ti. actln&les MYe been COllPleted, or nen to 
vbat ezt•t proareaa la belna ._. in c:-.-taon vlth the plaDDed actlritlea. 

When reri.alng the actllal worlt 4Gae 1llller the project and the design of 
the project, the follovlng t.crlb"• la a-eral, vhat baa been done. 

C:lTea the reaources awllahle to ~ project, that la to aay a part-tille 
crA, a f1111-tlme ~ ad - uaoclata ~ financed aeparately (ad who 
la apeetec: to apend at 1..- Z5 per eent of hla time ualatlng the SIDPA in 
--.roJect actintles), lt -t .. clear that the ••17 large actlnty/output 
sabject area, u lDlllcated in tM project dOCWlellt, could nner ha•e been 
apected to be sabatmtlally coYered in the three-year project. 

It •e- that thla vu alao a concluaicm reached~ the C'U. Dad.11& a 
Tuy early atage of t1'.e project lt vu decided, vlth the aareeaent and npport 
of the aeaident aepreaeatatl'Ye, to focua project acti•itiea -inly on 
opport11Dlty ideatificatloa atucliea ad pre-feaaiblllty at114iea for apeclflc -
producu and ccnmtriea and some aelected poliq adYiaory aenicea. It vu 
conaidered that thla vu m lllportant requireaent for ln4uatrial dneloi-ent 
and a logical flrat atep. 

Allloat entirely baaed on diacuaaloaa vlth only ao·H~ca concerned, the 
project identified a D11111ber of aubjecta that vould require llhort-tera 
apeciallata ad rapidly built up a conatant atrea of nch llhort-tera 
conaaltmciea, up to a puk of fiYe conaultanta belng in the region 
aimll.tmeomly ill late 1917. 

The project baa alao identified and dneloped propoaal• aaaiD -inly for 
ahort-tera cOll81lltmciea that vere fiDulced ~ other UIIDO funda nc:h aa SIS 
an4 UIIDF. 

The eztenaioa aenice expert baa carried out a aeries of ccnmtry Ylaita 
to make contact vlth gO"Yenment• and local ataff, aaaesa interest and identify 
potential areas 11114 ia pbnntna to vorlt on mll ln4utrlal dnelopmeat plana 
(one veeJt each for als atatea). 

The uaoclate apert baa'clolle tvo 2-veeJt •comtry lnduatrial nneya• and 
als 1-veeJt nneya are plmmed for thl• yur. It ae_., Jaovner, that the 
central t- baa been -ialte baay with identlfylna an4 dnelopiq ideas and 
coacepU for the ahort-tera C0118111.tmta, formlatina tema of reference or 
"nb-projecU" nqotlatlaa, aelectina C01l811ltmu, briefina ad debrieflna the 
conaaltmta 8114 fhlalizlng the report•, etc. rather than mdertake n'batanti"fe 
actiYiti .. tlulllaelY ... 

To date, BO fomal tralnina acti•itiea ha'Ye been mdertabn mder the 
project (vith the aception of a rather fwmitwre trainina course for a 
lumdf11l of participata in Vaaat• by a abort tera cona11ltant). Uader the 
TOii&& national project a one-veet "entrepranrial motiYatioa" ••inar vaa 



- 20 -

Jaeld ID co-operatiGL. vlth other oramzationa. For dda 7Ur, tr•tntna 
actl'ritiu are plaaed • entrepreneurial dneloi-eat ad project eT&laati• 
... fiNDcln&. 

It aeema tbat all partiea, UllDP Sun, UllIDO Vienna ad the project ataff 
were aatiafied vlth the vq the project vu •Yin&· Ia fact, aneral written 
atatmeata • canfinaed in meetlnp oral]7, d-.atrate tbat the project vaa 
1l8ed u •a pot of conaaltmcy f1mda• to be drava up vlleDeYer HTI.ce • a 
811bject related to lnd•trlal dnelopaent vu required, rather than u a 
project. 

llallltorlD& acti'ritiea - partlea other than the project ataff ba•e been 
l:lalted to a 'Ylalt of the UllIDO bac:btoppln& or.fleer la October 1917 ad 
coatacta between the project ad UllDP S1IY& (the project operatea fraa the UllDP 
offlcea). On no occulon after lt vu appro.ed baa the cmu:ept or actllal 
orlmtatlon of the project been qaeatlcmed. 

It appeara co-operation recel•ed frcm the C:O•enmenta nrled u ca be 
apected, 1lat Of'. the wllole the f11DCtlClllill& Of the •focal polDta• baa been 
aood. c..altaata cm mtpwent were mlated, the laaa-tem utenalcm 
aerricea apart baa 'rialte4 tJaa ad m4e coatacu, a4 ~ ba•e mlated ID 
ldeatlf7h& potential areu for dnelopaent. In other vorda, ~ ba•e 
~ated bat rather pua1Te)7 vlth the project u lt vu illplmeated to 
date. Dlla ~bri.oa)7 cma be apecte4 ID the ll&ht of the dlacanlon la 
c:bapter I. 

'!he project baa not had utenal•e contact• ad iateractlon vlth other 
oraatzadoaa la the realon. '!here u•e of courae been occulcmal contacts 
vlth the "national• lndaatry dnelopaent projecta la the four ccnmtrlea where 
aach projecta are actiTe, bat no utenal•e efforts to latearate or join 
efforta vlth these projects, or dnelop a joint concept, u•e been made. 

It -t be aald tbat, certainly aiace late 1917, the project lteepa 
utenal•e compaterlzed records of lts actlTltlea, vlth uell nbatmatl•e 
actl•it7 belD& truted u a .ab-project. BxtenalTe data-baae type records are 
belD& kept ad Tarte. llats produced coYerlD& all actlTltlea since aid 1916. 
'!he data base also lncludea national projects on mall and lledlua'illduBtry 
dnelopaent u well u actlTltiea blplmented under UllIDO f111148. 
Onfortmately the data bait doea not (yet!) list ~ follow-up to the 
actlTltlea !D term of reports •ed, rec11•endatlcma and projects blplmented, 
etc. 
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A. Ogtpgt1 

Actual outpata produced b7 the project to date (April 1911) can be listed 
b7 output aa defined la the project d0C1mm.t ad then dlacaued. The aroup~ 
la tUe!l from a Uatin& pro'ri.ded b7 the project. Where already proaraaed, 
actl'ri.tles for the rmalain& part of 1911 are alao 11mtloned. 

Optput 1 

-.road future potential areas for -11- and ..tlu.acale lDdustry 
dneloi-eat la tu.a of •••liable reaources, potential markets amt 
appropriate teclmoloales identified for each vf the partlclpatla& 
ccnmtrles." 

Tile project llata u renl.ta produced tvo tvo-veek lmluatry aunqa 
(Smoa ad Tonga) b7 the Aaaoclate apert. For 1911 alz oae-¥eek nn~ are 
plumed (nrl'Latl, Polmpel, Tnlk, Yap, TaTalu ad Traat Territories). 

Cc•enta: 

Vhlle theae nn~ .. Y be uaef111 ill prillclple, it la not clear what the 
project intends to do vlth thm. It la also not clear to what utent they are 
the flnt Reh nn~ done OD the c011Dtrlea CODC~ or if they duplicate 
other vorlt already a•allable acmevhere. One could alao aaJt the question if 
one or tvo veeb fn the c011Dtry/state are nfflclent to make a nfficlently 
complete study h.d11Clia& potential urteta ad -appropriate teclmologlea or at 
leut a veil fov.aded :Indication OD theae 1111bjects. 

Optppt 2 

"Clearly deflaed (or rnlsed) national lllduatrial policies atrateglea and 
dnelo,.ent pl&llB." 

llo actl•ltles mder this headln& were carried out so far. For 1911 a:lx 
one-veek alulon.a of the utenalon acnlces expert are planned to dnelop 
-11 ln4uat17 dneloi-ent plana for Raraball Islands, Eosrae, PoJmpei, Tndt, 
Yap and the Truat Territories. · 

Ca•enta: 

As no actl•ltles were carried out J'et, no c~t• can be ~e OD the 
actual vorlt done. Baaed OD vb.at baa been stated in Chapter I In term of 
capabilities of Go•e:rmenta la the eomtrles concerned, and on ceneral 
filld:blp vorldvlde (•ee UD 1918) it voald 9e• that thl• nbject should ha·n 
a ••17 llllh priority if one wants to atl8alate -11/Mdl--•cale lnduatry 
dneloi-ent ha the rqlOD. llov important the "aeneral eaYir.,....t" can be ls 
dl90Utrated b7 the altuatlon ha Toaaa vbere a poaitl•e en•lroment baa indeed 
..... ed to attract lnduat17 ad created aporta and jobs (the fact that some 
of Claae .. ,. be "foot loose" tne illduatrlea OlllJ' •t&J' u lon& u the 
"coadltlona are ript" nen mphuizea the Importance of C:O.erment pollclea 
and atratealea). One could •ery vell araue that till• nbject area ahould be 
tbe f lrat atep ln lllt:f atteapt to 8J'•t ... tlcall7 atiaalate lDd'DBtrlal 
dnelollll8'At ln the re1lon, not project/product lnel st11dlea. 
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Optpgt 3 

•c1ear17 deflnecl (or ftYlaecl) Conrment lnatlt11tlonal arrancmmta to 
prori.de optimm lncentlYu Gd support L.v ind11atrlal de•elopaent.• 

Bere the project llata 

(a) the proposal on eatabllabaellt of an IDdaatrlal estate In Urlbatl, 
and the lnltlal rerien of the HM nbject In l:oarae, Polmpel, Trait 
and Yap, 

(b) the preparation of an lDYeataent pide for llarahall lalanda and the 
fovr lllcnaealan. States 

(c) the tw •aath ·~ Oil a pabllc procarmmt Qat• for YaD.11&tu. 

!'or S-r 1911, a vorlmhop on entrepreneurial dneloi-ent, a one-month 
lDYeataent promotion adYlaer for YaD.11&t11 and a almllar aut.,,....t for the 
Sol- Ialanda are plmmed. 

It la not campletel.7 clear what the difference la between ovtpata 2 and 
3, at the Ye1:7 leut ~ OYerlap •trana!Y In the actual actlritlea carried 
out. 'Ille vork carried out 11114er output 3 la conaldered uef111 proYlded the 
C:OYenment la aenulu17 interested in establlahln& aa industrial estate or 
appJ.7 an lDYeataent plde. 

'Ille project deslp aeaed to na&est ovtpat 3 concerned inatlt11tlon­
balldjna efforta. At least the references In ovtpata 5 and 6 in the project 
doC1111eDt refer to the •establlahed aer.lcea•. 'Ille actval actlYltlea carried 
ovt, bovner, do not coacem the eatabllalmmt of nc:h •er.lees. 

While the aperlence vlth 1D411atrlal eatatea vorldvlde la at beat a a1xecl 
aperlence, there mq be apeclflc reuona in the Sovth Pacific to establlah 
eatatea. 'Ille •in reason b the fact tbat in ••t c01D1trles •lrt11all7 all 
land la comonl.7 OVDeCl and obtalnln& a aecvre lease YeJ:7 dlfflcvlt. 
CoYenment OVDeCl IDdutrlal estates •7 be a good solution for that probl•. 
Rovner, the approprlatenua of the reports vu aerloul7 queatloned, whether 
the appropriate apert vaa aent and whether the term of reference written 
were applicable. 1'hq vere atated not to haYe been flttln& In aome cues. 

"Core of aatlonal ataf f trahaed :la lnduatrlal pollC7 f ormaclon an.cl 
lllple11entatlon, feaslblllty ...al7ala, project fon111lation and extension 
and COD811ltaDCJ' aerri.cea." 

llo actl•ltlea haYe taken place 111atll aov. ror 1911 the project la 
a:pected to prepare a 11m11&l for ladaatrlal eztenalon aer.lcea for Kiribati 
ad 1'11Yalu. ilao a tvo-Veek am:laar on "project naluatlon ancl flnanclng" for 
particlpan.ta froa elaJat ... 11er C011Dtrlea and atatea l• plllllDed. 

Ca•mta: 

llo ca•mta ca be 11•• on actual actlYitl .... DODe ha•• taltm place. 
Ve voulcl lib to refer to Chapter I, hovner, u badcaroand to the diacuaaion 
where lt la mph8alsecl that one cmmot a:pect a Iara• amber of hlahl7 
qullflecl GOYermmt ataff to be nallable for the lllduatr7 sector. It would 
be aaef1Jl lf the project covld def:lae the •:laimm requlr--ta ln tema of 
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CoYUllm!Dt f1mctlona ta 1adust~ (regulation and acme taYeatmm.t pro110tlon?) 
ad taraet any ttaWng and MDual actlritlea to these lllllted areas. '!he 
alulon conaldera that •lnd•ttlal stenalon 11erri.cea• are aot one of these 
atnt..., reqalreaeata and that lt la oYeroptlalstlc to ezpect the co1Dltrles 
concerned to be able to l'1lll nch a •~nice ta an effectlYe ~· 

•Clearly defiae4 projects nltable for -11- and aedlm-acale lndust~ 
C011Plete vith feaaibillty analysis, bastaeaa dnelo..-ent plana and 
fiaanclng nminlon reports, prepared through the senice eatabllab.ed in 
3 aboYe.• 

'!he follovlq are llated: 

A&rlcultural band tools/t.plamU Fljl and Tona• vlth a short 
aluion to Sola.m Islands (a report vlth acme prototype designs) 
A report on the relaabllltstlon of a boat repair 7ard ill Trait 
Opportunity studies on clq brlcb and tiles for Polmpei, the Traat 
Territories, Yap and Fiji 
Opportunity studies on cocODUt proceaaing for Yap, TaYalu, Kiribati, 
llaraball Islands, Truk, Solcmon Islands 
An opport1Dllty study for flbreglua products ta Urlbatl 
Opport111llty/prefeaalbility studies on flab. processing for Uribatl, 
Truk and Yap 
Opport11Dlty report on wood processing for Truk, ~uae and Veatem 
Samoa. 

Sneral of the aboYe alaalona also proYlded Halted ad hoC adYlso~ 
... 1stance to illd•trlea. For the remalll1ng part of 1911 slllllar actlYltles 
are plane! for bmboo furniture (6 co1111trlea an4 states), aamenta (1 
C011Dt~). a follow-up aisslon for the fibreglass products, coconut processing 
for 2 C01111trles lllld wood processing (2 co1111trlea). 

In addition, the folloving •generic• report baa been prepared: 

Cia•ents: 

A aeaerlc opport1Dllty report on non-aetalllc vaate recycllng for 
Papua Bev Qataea. 

'lheae opport1111ity identification and •prefeaalbllity• actlYitlea are 
cODSldered the aata part of the project by both the project staff aa vell aa 
the 1JJIDP :ln S11'1a. 

The studies are carried out aauall7 after the objects are ldenclfled by 
the project (seYeral alre~ by the predecessor projects) and after GoYernaent 
request• are obtained. ID hardlJ' any of the cases seen by the aiaalon vaa 
definite entrepreneur interest unred before the study vu done. lloat of the 
studies also did not attempt to ldentlfJ' nch entrepreneurs. Reports of 
studies are nbaitted to the Go•erments concerned, and no follow-up takes 
place. The ainion CODSidera this bureaucratic approach not acceptable. llanJ' 
per80D8 :lntenieved repeated that there are more than ea01Jah abstract studies 
cloDe for tt.e South Pacific, abstract because they are not prepared for 
specific, identified, 111p1 .... tora and are therefore anllkelJ' to be 
lllpleMDted. Certainly, for aall- ad lledl--•cale induatrlea no 
entrepreneur is llkel7 to •pick up a studJ' done by someone else and put Jiia 
monq into it." 
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the orla:lnal. outpat atat-t defS- daat die at1111lea are u be prepared 
tlaro1l&h natl-1 lnatltutl-1 arrma-ta. 'llala 1au ~ -...-.. u the 
national inatltuti'1U ~t do t:lala. n. atlldlea ..a ~rta were doDe by 
aort-tera comultata vlth •inly loalatleal apport fna the departaenta of 
i114utry or equiftlent. Dai.a la m.t reallatlcalb ca h apec:ted, aee also 
Qapter I. 

"Upara4e Ml'ketill&, prodactl• and --.-t ~llltlea of -11- and 
aedl,._.cale i114utrlea tJaro11191l wl bK c.nltaq mil• die jolt 
tralnlDg aenicee, to h proTlded tllrMlll1l nc1l aerricea u vlll h 
eatabllahed in 3 aboYe.• 

Under this ualatance to eziatlna IJldmtrlea die followlq are listed: 

CCl•mta: 

Trouble-abootill& for a pineapple proceaalna phat in Coak Ialanda 
Aaalatance and tralniD& to rattan P'oceaaon .... ftlndtare mkera in 
Cook Ialanda, Sol._. l•lmlda and '\-h 
.Aaslatace to wood proceaaon in Pijl, lllnlaall Ial.aBU, Polmpei and 
Vanuatu. 

'lheae outputs haYe been produced by apeclallzed connltanta part].y for 
eziatill& enterprlsea. Vblle the ualatance to the phleapple proceaalng plant 
ill Cook Islands la considered to haTe been important and ncceaaful (although 
doubta vere apreaaed to the lliaalon u to the relnance of adYlce), in soae 
caaea the aaaiatance has not had a large illpact. For inatance, the uaiatance 
to the rattan traiDlDg inatitute in Vanuatu has not (yet) led to any new 
enterprlaea or jobs in the expected new enterpriaea, apparently becauae there 
la no deaand for the traiDlng fra11 entrepreneurs, 110at trainees ao far vere 
•drop-outa• or achool leavers with very little prospects of setting up rattan 
furniture production. 

Oatpgt 7 

"'roup of ... 11 entr~preneura trained in buaiueaa adainlatration and 
ll&Jla&191Dt tecbDiquea.• · 

Only a one-week •entrep..:eneurial 110tivatton• aeainar held for Tonga la 
Hated. Thia vaa, however, .. 1n1y organized by the national project in 1 '1&• 
in co-operation vlth other organlzatlona (CftC, US.AID). Another amlnar la 
planned for June 1988 in Fiji. 

Co•mta: 

'!he amlnar in Tona• vu vell recelTed and a &ood aaaple of h.ov va;-loua 
aid oraantzationa can vork toaether. Of course, the actual output p~oduc;1d la 
yery llaited, 110re could haTe been done. 

f!tn•ral actlyltlea relatt4 to the protect 4f!Clopaep,t end pep••llllllt (not 
liat.S ill the project doC111111Dt): 

Bere the project liata the field Tiaita 11114ertaJuln bJ the estell9ion 
aerTicea ezpert. In 1987, 12 COUDtriea and states vere Tia!ted to eatabllah 
initial contact•. '!he•• Tiaita are continulna. 
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il• tlae bmlaeaa c...lthla aenicea of dae TOl1111.teer that haYe just 
started are llated here. Be la ezpected to coYer. :la addition to Veatem 
s-a. a1ao ro1te1a. Iii• ... Cook Ialanda. 

It W11l.d ..- to tile lliuicm that this catqo17 of activities la a ve17 
blp>ruat Cl!le. letter aeneraJ. bovled&e and 11Ddentandin& of dae situation in 
tlae S01ltla Pacific ca~ be obtained la tbia vq. llaklng contacts with 
•trepraedra _. ld•tlfJiD& pal pro:lecu ill tlae amae of not only a 
preiDYea~t aabal• mde bat also entrepreneura and capital ready to 
reallae tlae project. la probab~ the Mat lafortant thin& the project can and 
llllo1ald do. So fU'. liowwnr. wt COlltaCta llaft been with GoYe.nment 
official.a. .._tld.Da wldcll la Important ad a prereqaiaite for all other 
acdritlea. 1Nt not ..tflcl•t: Ccwenmat official• damaelves do not mow 
Rfflci•t~ wllat die probl- are for -11-acale entrepreneara. and daey 
certatn17 U'e not IDeetera U-elYea. thq therefore are not the best party 
to ld•tl~ areu for dnelo(lme!D~ ta tema of illvestllenU by the private 
aeetor. 

In addition to thi•• n• the C:CWenment officials repeatedly atated to 
the •lulon that thq had aerloua doubta as to the relevance and quality of 
dae Yarloua atlllllea and report• prepared by the 11roject: "nothin& gets 
- - mmted" and "ve haTe too many reports". 

B. Achle'ff!llCAt of the twecJiate ob:lectllu 

The qaeatlon of the extent to which the laediate objectives defined by 
the project do~-ument are bein& achieved ls easy to ansver. 

The flrat objective - "f'.PbUJce GoTeniaent capacity to pr0110te and support 
aall- and aedi1m-scale lnduatry dnelopment" - has hardly been addressed at 
all. The third objectiTe of "upgrade mnageaent, production, •rltetin& and 
other business capabilities of ... 11- and aecli1m-scale enterprises" sillilarly 
has hardly been addressed a:cept through a handful of ad hoc acthlties of 
ahort-tel'll consultants. The project has done conaiderable vorlt on what ls 
glTen aa objectlTe 2: "Identify tecbnically and financially f..-ible 
opport111lltles for ... n and aeclh• lndmtry development". Indeed a n._ber of 
opportunities haTe been identified. This atateaent, however, is not an 
objectlTe but an actiYity/output. A aomethlng tbat has not happened yet at 
all. 

A llOre illportant qaeatlon at the level of objectiTe, however, is: "Were 
the objectl•e• relevant giTen the socio-econe111ic altuation and the vide 
c0'9"erage of the project?" A second related question is if the approach of the 
project to achieve the objectives (•011ethin& tbat reaained laraely undefined 
:la the project doC111tent) hAa been effective. 

The •i•sion conaiders that, vhlle it obTioualy Is very iaportant to 
stren&then Go'Yenlllellt capacity to deal with the lD4uatrial sector, this should 
lilllt itself to tha essatlal Go'Yenments tasb and not include Governaent nm 
extension services and other sophisticated activities. To date the project 
baa not yet dneloped an approach or model that 4eflnea what functlona should 
be strenathae4 or how this should be done. 

!he identification and dnelopment of investaent projects for SMB can be 
a relnant activity. The way in which the p~oject has chosen to addr.ss this 
objectiTe is conaiderecl to haTe serioua flaws to the .stat of beina alllost 
useless in tenu of helpin& to creato enterprises. This should be done only 
~ entrepreneurs, not for but without th•. 
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Upsradlng baalaeu alti.lla of Siii ob'Ylou}7 la important ad relnant. 
the CIDly probl• here la that obrioul.7 a project like US/16/075 cmmot co•er 
all aub-aecto111 thro11ghout the area co•ered. Sub-eecto111 ahould be chosen on 
vhlch the project and lta staff can focus, and. a general auategy tlenlopecl. 

In the Ylev of the alaslon, the .. la fiav of the project design and 
illplmentatlon ao far la that lt doea not addreu the -la probl• of getting 
fr- a good project idea (preferably one generated "7 an enuepreneur) to a. 
operating enterprise, ad that in general it doea not ha•e a clear concept of 
how and in what to aaaiat mall enterpriaea. 

c. Ccmtrlbatlon to the es;JalerCMAt of tltr deydommt ob1cctlyc 

the deTeloJlll!llt objecti•e la: "BKpand and. illpro•e SllI la Pacific Ialanda 
C011Dtriea to dl•ereify the e~, generate acldltional apl~t ad income, 
reduce dependence on imported gooda and au:ricea and increue aporu•. 

the contrlbatlon 80 far of the project to the expnaion of the Siii aector 
_.t be coaaldered zero or negligeable. !bla la not a aarprlae for a project 
u 7ftm11 u thla one. It llbould, hove'Yer, e added here that gl•en the fact 
that the -11- and Mdl--•cale tndutry aector in the c011Dtriea concerned is 
ao .. tll that an effectlTe large-acale project could ha•e ae111e illpact. One 
aaat, hoveTer, conaider thia oTer a t:lae fr1111e of at least 5-10 years. 

'!he amae deTelolJlllDt objecti•e could leacl, hoveTer, to a project that 
trlea to eatablillh specific Siii in a 110re ~lrect and. comprehensi•e vq than 
the project hu done ao far. 
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A. Introduction 

At first glance, the study of c~cationa aight not appear to have 
auch relevance to neecla for U1'DP ~sistance to the private sector to develop 
small-scale industry in Pacific Islands (or other)Co1Dltriea. But, in uny 
~. exactly what UIDP and other donors are up againat la an 1Dlfaailiar 
c~cation p1oceas, vlth relatively unblown signal originators (the 
entrepreneurs or target population of U1'DP progr81111e8). 

eo-unlcation theory holds in the siaple&t fora that there is a "sender", 
a •receiver" and a "aecliua" through which the aignals are trmsaitted. Then, 
aa in other areas of study, scholars begin to analyze the elements aore 
closel.J' and break thell down. further. Accordingly, in c~catlona, there ls 
a "coding" and "de-coding" at each end and cel'llB like •static" or "noise" 
causing interference. 

For years, UIDP assistance has vorltecl through governaents to provide 
assistance. Aa a result, one further Unit is added in the staple, theoretical 
c~cation system: the entrepreneurs ezpreaa to the govemamt what they 
need but nov 2e govel'llllent ·~:ranalates" those nee48 to UIDP. J.nd, as one 
vould expect, alnce the private aector cuts acroaa other aectora, there ls 
likely to be more than one office in the governaent involved in translating 
needs to mmr such aa Departamts of Commerce or Tracie, Rational Develoi-ent 

·Banks, Central Pluming (which, in some countries, adalnisters rural ... 11 
industry funds) and possibly even other offices. 

B. Analuis of preamt aitvation 

Government-entrepreneur cpppppications gap 

At first glance it would appear that this situation is no different than 
many others in which UIDP works: agriculture, fisheries or education. Yet in 
the govel'Dllmt/private sector c01mUDicationa channel, both govermnent and the 
entrepreneurs have consciously diatanced the111elvea from each other over the 
years. Entrepreneurs on their aide are very independent individuals who have 
learned to stay away from governaent of fices for a variety of reaaona, one of 
the moat important of which ia that they have leamed to expect little 
assistance but are likely to become involved in "bure•ucratic red tape" 
produced by j1Dlior officers, who, in the qea of the entrepreneurs, do not 
know anything about business. On the other aide, in the Pacific there is 
often reported to have been substantial distrust of the private sector by 
governments in the paat.11 

At present, there esiata according to various reporta, a spectrum of 
attitude• of governments towards the private sector ranaina from mistrust and 
auf f erage of the private sector to, in the case of Tonaa, active support and 
encouragement. (Bven in Tona•'• case, however, it la pointed out in relevant 
reports that a large aeament of the population in Tonaa still carrie• a strong 
distrust of business and sees it u mainly benefittina ferreignera. And in 
aoae case• it ia true that the foreign business people have taken advantaae of 
Tona•'• favourable incentives and then left the country without helpina 
indigenous business people.) 

11 PIDP 1987 (see .Annex III). 
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1be lllulcm lD4ee4 found tbat, ill acme caaea, there appeared to be alaoat 
a total laclt of c-1.catlcm and mderatandln& between the tvo partlea, with 
each panuln& their ova objectl•ea and illtereata without real17 baYill& the 
least idea vhat the other vaa doln&. ADii, cm top of that, the •arloua 
U8P/UllIDO (or other donor proar-.) vere feedln& into and bulldin& up the 
&oftftaf!llt lllnl•trlea, with 4111lte qaeatlonnable deareea of effectl•eneaa. The 
entreprmean, hoveYer, had not recel•ed the allghteat ualatance u the tvo 
partlea •intailled thelr distance. 

Conf•lon of terw 

Where lt la stated that .arloua projecta are helpln& the •entrepreneara•, 
normal.17 lt la not clear Jddda tJPe of entreprmean and, more often thD not, 
lt la the Joint •enture, ezport-orlente4, laqe-acale operatlona vhlle other 
aroupa are not reached at all. !bat la not entlre17 Vlthout reucm be~•e 
they are the euleat to ualat and, in~ VQB, can qulc1t17 abov the renlta 
of aoae effort. 

Baaed on vhat thla lllaalcm fomd, coaalderab17 more care ouaht to be 
taken, u deacrlbed ill Chapter I of thla report, aa to vbat the taqet 
popalatloa la. It la not nfflclent to sq • .-11 lmblat!T' becauae there are 
too~ different perceptloaa of vllat that_.... 11114, therefore, what ahould 
be clone to uabt that aector. In f\mare proar-., taraet belleflclarlea in 
mll ln4utQ' ahould be fllrther defined to penalt aUpwnt with 1cwernaent 
priorltiea aetting reaaonable outpat taraeta • 

.Aa a reault of the often nearly C011Plete laclt of c~tcatlon plaa a 
conf•lon in term and, therefore, prlorltiea, present effort• are ba•in& Yery 
poor reault• indeed, with one or tvo esceptlona (moat17 baaed on the 
particular ln41Yldaala in•ol•ed). The reaulta of moat projects are reports, 
feulblllty atudlea and tecJmo-feulblllty atadlea, vhlch the target business 
popalatioa nner aeea and, if it doea aee the reports, finda thea to be 
illpractical and lrrelnmt. IYm GoYermeata, for vhlch they vere done, find 
th• illpractical, acad•ic and COllPl•in that none are ner illplmeated. 

Yet, ha•in& aald that, the aiuioa recoplzea that there atlll my be a 
need, within liaita, to draw up reports of poaalble potential projects vhlch 
fit govel'Jlllellt prloritlea and acti•ely involve ll!lltreprmeara. The aovernaent 
auat exert aoae direction on the line of clnelopMDt of the economy. It la 
pointed out in aoae of the relnant report• that, left to lta own entirely, 
private sector clnelo,.ent la likely to be too little too late, an4 to lead to 
an esceaahe clqree of clllpllcatlon of bualDeuea, aa la DOV nldent in aneral 
ccnmtriea. lapeclally -11 indlaenoaa baalDeuea, are likely to clupllcate 
what they aee u a ncceaaful bualneu without the Jmovledae of vbat elae 
alght be poaalble for thm. 

Re-orient pro;f 1ct;1 conrcl t•IM1Qt1tlop 

Since theae dlfflcultlea ezlst, oae certain neecl la to tlll8diately re­
orient aa1iatance projects ill orcler to pat tJaea into an "lllpl .... tation" llOde 
aa dl•tiJllulahecl fr• vbat, at preaent, alght beat 'be ducrlbed aa an 
"acad•ic" llOde, which la often mcerbatecl by eaploylD& acad•ic aperta, or tho•• without Dractical experience in ... 11 aettin&8 81lch aa tile Pacific 
Ialasula. That can be acc011Pli•hecl in part by doiD& no more pre-meatMllt 
at11Cli•• 1Jllleaa theJ are requested bJ ldentlfiecl entrepreneur. vllllna to 
inveat in the project and apprnecl bJ tile Govermeat. Or, alternatively, 
Governaent-reque•tecl •t'ddi•• aho1114 involve entrepreneur• riaht fr• the 
atart. Thi• criterion lllllt be atven the highest priority in ~ future 
pro1r-••· 
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A •econd need la for 1JllDPIUBIDO peraaanel to be&la to talk directly with 
t:lae prlnte aector or taraet popalatl• and mderatand vllat ~ feel the 
neea are and ... lat in opening a dialogue betveen the entrepreneara and the 
gnermeat offlcea. 

LthJ lhood of nc;ceu la •trrn•tltm'D' depvtMpta la tc~'btful 

In caaea vhere progr-. or project• were Aid to be operatlng vith acme 
a11eceu, lt .U due to the nature of the apert hm>l•ed vho vu ... iatlng la 
'e!mmtatf m of iD'Yeatllellta, not dolng •tlllllea. On the other Mnd, the 
l:lkel.llaood that the abillt7 and ezperlence of ach an apert can be 
1Datlt11tlcmall7 trmferred la doabtf111 dae to other lnherent characterlatlca 
of t:lae eziatlng gOYenment-baaineu relatlona u well u the apeclfic 
altaati• la the South Pacific (aee Cbapter I). Scme of the ezplanatlona for 
tide can alao be fomd la a recent, thorough •tuQ', d.ae by the UllDP, UUDO, 
IJ.0 and the C:CWenment Of the Betherlanda OD rural -11 lDd•trlal 
enterprlaea.11 It atatea that the OYerall effectl•eneaa of Sllall Illduatry 
Dne1011MDt Agenclea (generic tua) la not hlP for tw prhaclpal reUCllUI. 
nae agenciu are mual.17 lderarc:hlcal and urban-bued and they are :lnYol•ed la 
80 ~ t7Pe8 of progr-.s that their ef forta are --117 110re of a hilldrance 
t:1ml a help. 

In mldltion to that, tld• alHlon vvald add the "Inman nature• factor. 
Bntrepremnara, u other reporta point out,JI are energetic, impatient to be 
•dolng acmethlng• and vvald feel cooped up were thq la a large alniatry. '!he 
people with-.. they vvald ccme la contact at t:Jmae lllni•triea, are, hovner, 
nomally of another tn>e, without actual baa:lnen ezperlence and llkel.7 to be 
jml.or officer• for vha. ectrepreneara are llltel.7 to ha•e nen leas respect. 
!'hi• alao appllea to contacta of entrepreneur• with dneloJMllt banJca. 

Ia addition, the 110re ld&hJ.y-qual.lfied people la lllniatriea and other 
C:CWenment orgmizationa aet better joba vhen, eapeclally, there la auch a 
dearth of MDageMDt akllla la the Pacific Ialanda. If ml officer la vell 
tralaed by ml apert, he or ahe will llOTe on, perhapa to lnd•try, u ~ aee 
t:lae ldgher Income aYailable there. 

Why clq Goyernacpt official• reqpeat reports? 

Finally, another critical ellllellt ia a basic characteristic of 
barea11craciu: the vq to ad•ace in a .Watry la not to apend tiae out in 
rural areu calllng on ... 11 entrepreneara. A junior officer la not often 
aeen by auperiora; the vay to become Tialble ia to vrlte report• that are 
aent up the line. !hi• lut point haa a double lllplication for UIDP/UllIDO and 
other project• la tide aector, u vu readily apparent to the aiaaion. 

~ ha•lna an •ezpert• write report• the officer can ahov a tagible 
renlt of Ida vorJt. AccordlnglJ, atudiea ad report• are readily and ... u,. 
requutecl if nch requeata are •ouaht out by UIDP/UllIDO bat the q11eation of 
t!le me or lllpl ... tation of nch report• la not ubd often eDOlllh· The 
realltJ' ia that 1111n;J report• were atacJted up la Tarioua office• ad, 11Tm the 
t'lll'llOYer ill alaiatriea, after a year or two those feuibilitlea atudlea and 
reports are forgotten. 

11 1111 1911 (aee Ann.es III). 
JI nDP 1917 (•ee .Anna III). 
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At the .- time the CoYenmenta tllemelYH baTe the feelln& tlaat the 
"bit aDll rm• acadealc or theoretical at114iea are of little or no ftlue and 
apm•lYe, due to coata hacvred to uai•t the apert. 'Ille .- reaacmln& 
appliea to the often jml.or dnelo,..at Hnk officen, tbat are reaponaible 
for laqe mmbel1I of -11 rural loau. 'Ille VQ to &et ahead ia mt to apend 
tme aDll ~ traTelllna al'01IDll to help -11 cllenta in raral areaa (if 
there ta nfficient tnaaport aDll per dim). !he Hnk director aDll aeaior 
ofdcera are coaceraell vith the "Iott• Line•, wuntna profit or loaa. Dlat 
ta vllat tllq JaaYe to report cm to their acwenmenta or to •todbolden. So 
the realit7 ta that eatalialaia& aDll partimlar17 follorin& up -11 baaineas 
loau ia not acmetllina ~ are •tinted. to do. ADii eYl!ll if tllq are, ml.us 
the officer ta ezceptiCIDal aDll ca •tabliala a relaticm of tnmt vith the 
entrepnnear, t1aere vill not be ..., --a--t npport cm a ft&1llar but• and 
~t, that ia vllat entrepreaeara aaid tllq Deed.. Dae ISD 1911 Report omened 
of the aeaeral.17 ineffectiTe lon ··Hna -chine~ of 'bab: 

"Vll:t JaaYe fomal 'bab prned ao wdfom!7 ineffectiYe in Mktna bral 
~ Bnterpriae loaut luical17 became ~ Jaa't'e hiah cwedleada aDll 
centralized deci•i• sekfna. Larae loau are clauper per dollar to 
de'Yelop, appratae, 4ia'barae, avperrlae aDll collect. ~ are --117 
-4e cm17 to vell-bOft cllenta vllo offer aood collateral.• 

c. 1n·11 tpdmiriu Mf!!• for ual•tance 

-ed. on tile ~ 4i•caa•ion tile aiuion haa held an auu•en't of vbat 
tile eaaentlal uee48 of -ll-acale lnduatriu are haa been made. To Talidate 
tile fill4lnp the aiuion haa alao renewed a amber of relnant reporta 11114 
at111liea. !he cwerall uaeal8ellt la pruented here •Ina aelected parta of 
tlleae other at111lie• which partlcalarb illmtrate and conflna tile aiaalon'a 
fill4ina•· 

A partlcalarl7 aood, current and relnant at111ly on Small Indmt~ 
DeYeloJ!MDt rnleved ~ tile aluion vu pabliahed in 1917 ~ tile Inatltute of 
Bational Affair• of Papua •ev Guinea.!/ 'Ille author of till• ID Report 
apparentelJ' recc•ended and duiped tile lliahl.J' ncceuful Stret.Puin Stoa 
Scheme of tile Aaricaltural Bak of P ••• c:. !he alulon i• CODYinced, fr• vbat 
it bu •een 11114 read 11114 frC!9 taWna vith other coantriea' 4neloJ!MDt bank 
officer• who ba'f'e aeen the achme in operation, tlaat it (called SBllRS) bu 
relnance for other South Pacific coantriea 11114 could be incorporated on a 
pilot baaia in a reaional proar ..... 

!he Illl Report, corroboratina a report on dnelopina finance inatltutione 
in the realon done in 1917,J/ poiata out tb•t -.t proar_.. theoretlcal17 
prcwlde financial npport illc1111lina 'f'ariou apeclal arata, paratee ........ , 
lov interut/lon& repaJllellt lo ... etc. u the proar_.. automatically uame 
finance to be a probl•. ID apite of tllla, the Illl leport call• the renltlng 
aituatlon a "flDaDce aaP"· 

"llo•t -11 mterprlae pollciea 11114 proar-. 'ntomatlcall7' aume that 
finace l• a 'problea' for -11 mterprlau. ror till• reaaon, ••t 
comtrlu ba'f'e a TarletJ' of proar_.. prnlcliD& financial aapport ••• 

!I Illl 1917 (aee Alma III). 
JI DrI 1917 (aee Alma III). 
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Ill wt ecGamlea. flmc:e Ja nallule for -11 eaterpd.aea and 
po~eatlal -11 eaterprlaea; ....,er. 1Mtttc1111en mq face we probl-: 

- Relatlftl7 1alP coat of f1-ce &lftll tile rlab auociated with 
-11 eaterprlaea; 

- VDreallatlc repqmmt ••=• or collateral reqalrmeata 'b7 tile 
l•"Hna ntllorltlea ill the prlnte aector. 

!lleae two facton a.billed Mll&•t that tJaere la freqgeatq & •flmc:e 
pp• betveell fm M for fmda - tile mall eaterprlae aec:tor and the 
nppq of fmda fr. tn4lna bab or altenatlftl7 flaaaclal 
lnatltlltl.a.• (p. lll) 

AD lllportallt qaeatloa to uk la. lf &iftll a ..a.er of lhlb&ea or 
ezpnaloa poaalW.llltlea of lmo8a eatrepnnean at.at. •are DeYelo,._t 
lab not atlmd.atlD& till• poteatlal? 

Die PIDP 1917 Report notea that miy 35 to 40S of all mtrepraema 
lllterriend had acceaa to fmda fr. their local Nab aa aeeaal•e Nnlt 
r..-frmeata ..Se lt t ..... i1»le for tile othen to oW.tala lom. Die majority 
of alatlJI& entrepnnean were forced to ft.ml~ tlarovah lnfoJ:mal.9 DOD­

hatltlltloaallsed aoareea. 'Dda la a atark fl.pre ill the face of ao ~ 
atat-ta that •tJaere are plenty of f'lmU•. '!here mq be9 bat not ID 
practice. for tile people vbo need tbea wt or for the taraet population of 
all tlleae proar ea and projecta. 

Die lllaalon. -..-Ina DeYelo,._t BllDka lla•e a atrona dnelo,._t 
oriented lladate. lDYeatl&ated till• alt11atloa. Die Mia reuona for 
entrepreaean not belJI& ule to oW.talll f lnanclD& are atrln&ent collateral or 
equity ratio pollclea · - 1»alta9 vhlch take precedence to an cwervhelain& 
tlearee. o•er tlnelOJ91Dt objectiTea. ID Cook Ialaada. ta fact. a llma&ement 
Ccmaultln& flra, tlealln& vith -1.ler cllenta, told of a cue wbere a Jmovn, 
operatln& mterprlae llad to 10 to foar 1»alta to obtalll a little fr• each to 
apad, and the reaaltln& leaal paperwork nearl7 killed tile project. Yet. 
apparently tilere the failure rate llaa been •er7 lov, llUch lover tha vbat one 
of the prtacipal tlonora to the reaion vvuld accept u a rialt, lf tbq vere to 
contribute to a f1ID4 each u propoaed 'b7 the Dn 1917 report a1l4 thia lllaaion. 

!be ID Report polata out that u a reaalt ury rational dlacuaion of 
fimnce llaa to 1»e related to the particular tar&et group m4 alao that 
lptgutd proar.-ea lla•e the beat reaulta 'b7 Uutna the nppl7 of fuada to 
(a) apeclflc tralllln& proar-. for potential entrepreneara, or (b) 
tlnel.,._t and nalution of feuibllity atudiea, or (e) ecnmaellln& and 
eonaaltln& (on-goln&) anrt.na tar&eta are achlned. 

!he keJ' vorda or eoacepta atreued tlaroaahoat the ID Report are 
SM•utt4 a4 angprlat;ely orlcptd. reul1»illty atudiea or tralllln& for 
hata.ce 8boald llQ1 be done ta iHlation. 

!he ID Report aplalu (p. 110) tbat progr-. aaat 1»e deaiped to llDk 
edllc:ation, trallllD&, ecnmaellln&, conaaltin&, tedmlcal aenicu, ft.mnce mut, 
ft.Ml17, tafomatlon. ilao the DrI 1917 Report acl•i•ed of the da&•r• of, for 
a.11Pl•, tralllln& done ta the a1»atract for entrepraaar., or nen proapectiTe 
entreprenear. vitboat 8lfl opportmlt)' to ••• the rualt• applied ta practice. 



- 32 -

Dae DPI 1917 bport al8o l4mtlfle4 tbe ldulll& lla of blplmeatatlan, 
vlaere feulblllt.7 at11111ea, ttahal.D& ad a•tura were &l'ftll la tbe abstract. 
1lae lla to a hlper llblllaoo4 of blplwntatlcm vu atatell to be the 
latearatell prorialaa of tbe tvlD ad lnaeparable reaoarcea of -ameat ad 
ffMDCe. 

Dae llll bport atreuea tkt achal c~ta of a apeclflc: latearated 
proar-e -t depend cm tbe proar- Objec:tlTe ad tbe taqet ndlmce 
vitlala tile iDllmb7 aec:tor, 1IB -.t tatearatell proar_. aboal4 lacl111le (a) 
qproprlate e411C:atlaa ad trat•t11& proar-; (b) comaellln& a4 c:manltlag 
fac:llltlea; (c) ft--ee; aml (4) ba!omatl• •=tns facta, flprea ad 
lnfomatl• l"OR "-IDeu or mtrepraean, 110t CID]7 ABOUr tlaea. 

llDst C:O.U-t efforts, pnY14e atatlatlca Aimil. mall baalaeu: 
a llera, alae, aeocrqlaleal loc:atlaa, tnte, etc. Bat, 110 office prGY14ea 
lnfomatl• llelpM to -11 ._IDeu people •, for eniaple, wbat a c:ateaory 
of retallera apenda Gil rat, aal.arlea, latereat, etc:. !Illa la tbe tnte of 
-swat hafomatl• tlle,r aeell. 

htue proar- owsht to w ... of tbe "86arces eaplqell ~ project 
aml GoYe~t e+etntetratlona to deYel.op these atatletlc:a !Olt mall baelneu, 
11hlda, it llaa bem .__.tratell, are -re villlns to a.re dais lnfomatlon, 
if ~ are proridell with renlta, tllml lli&ht be nppoaell. 

Dae lut lcq concept for fwt:wre tedmleal co-operation le fomd ta the 
ISIB 1911 bport. If tile latmtloa of tile prop-_. aml tile C:O.e~t l• to 
dnelop JllDl mall IDduatry, tbea tile follovin& qpllu: Bl&hb centralized 
o~zatloaa are not effec:ti•e ISll-prmoten. Strona field l:blU, baaed on 
local preaeace ad local a11t~ of action are eaemtlal, bat localized 
operatioaa ... t be tedmlcall.7 umpetmt. 

Bat nm lf tile mterprleea are la tile c:apltala of South Paclflc 
coatrlea, project actlritlea u uadertaken so far are not appropriate. The 
project qparmtl.7 bu bem -.able to eecure appropriate aperta, 11114 
proar- maagmeat bu not been able to vrlte fittln& teme of reference for 
the aperta. For the Senath Pacific, proar-. mat pro•lde teclmlc:al 
... 1atace of a leae ac~•tc, leae alobal nature, and -re ept-ciflc:allJ' 11114 
practieal.17 related 'o blpl .... tatioa of laTeatllmt projecu vlth ezlatlag 
reaoarcea, -r:teta, fiDallce a4 equipment. 

Strategy for a fvtpre pra1ect 

ADotber reference, a ADI Tedmic:al AHletace Reporti/, prlncipal17 
ref er• to Vutem lmoa bat aleo nal•tee aD4 ccmparu -11 illdutry 
d.nelopment la aneral other ccnmtrlu of the South Pacific. It prueat• aood 
lllat.pta for a -41• ad lona tera atratea vhlch the aleeion f eele to be 
TeQ' relnat for a rqloaal proar_.. Tide etrate~ i• 11114er eerlou 
coaalderaticm la at leut tbree eomtriu (Fiji, Papua •ev Guinea a4 Vutem 
S.aoa). 

'Ille report, part of vhlda cleale vlth the role of the DnelolllleDt lank, 
Vutam lmoa (DIVS) la tlaa promotlcm of lDdutq, coacl111la that, &lTea all 
lta ls.ltatlou, _,. ta •till tlaa ••t effectlTe promotlcm qmq for the 
prlTate Hctor. fartlaar, lt le aleo llbl7 to r_.ln u the OD17 qenq vith 
RfficimtlJ' broad a:perteace, accu• to ruoarcu, ad broad ilnrolTeMDt in 
ad rupoaaibilltJ' to •apea:rbead the etlllalatioa of iDduatrial deTelopaent". 
(p. 219) 

j/ !ubr 1916 (••• Alma III). 



- 33 -

'Dle alaaloa coacl.114e4 ill aaremat vtth the Dn 1917 Report that DIVS la 
the qenq to be npporte4 for the.pnm>tlon of l.ndaatrial deTel.opMBt ill 
Veatem s-.&, Diil that nm &l•en the aeriom pro'blm of ccmfUatna, 
c.afllctln& ad ampltcate4 policlea tovarda l.ndaatry Diil the priYate aector, 
DBWS coald be a au.a andaor for aaalatace actlYitlea. 

'Dle report recc• n• cam:entratlllg, at firat, oa conaolidatlllg ad 
deepentna the aiatin& lllldmtrial atraeture. tlda voald be accC111Plielle4 ~ 
atreaathenln& ad apndfn& borlzontal Diil Yertlcal linb&ea ill production and 
aentcea Diil 1Jy lllproYia& ampetlti•eneaa throaall better productlYity, 
flUllty, dealp or price. 

'Dle aecoad step (which ill the opillloa of the alaaloa ccnal.d be done 
cc.carrmt]7) vnl.4 be to 'bolster the :brnatllent prcmotioa ad -11 baailleaa 
stenaloa aerYicea of DBWS. tlda could be done ill coajaa.ctloa vi th and 
t:JaroaP the "Riak Capital ViDdov" of the Bak that the Dn 1917 Report 
propoaed. 

Aa iavortant o'baenatloa coacema the propoae4 lll'Yeablellt DlYialoa. It 
la recc•rn4e4 that thla dlYial~ needs to coatrol lta ova reacnarcea Diil not 
un thea med or takm for 8hort tena nee4a of the Baku a whole. 'llli• la 
one of the reuona that the aeparate dlYialon of the DeYelopMBt Bak ill Papaa 
llev GaiDea la aucceaaf111, u, according to peraoanel there, it aeneratea .aey 
fH the Unit. 

It la hlportat, nen ill the 8hort tena, for a :lllYeat:MDt dlYialon to be 
orpnize4 u a •lndepen4ent]7 identifiable and aeparately badgete4 a:la of the 
Ink, nen aeparately bome4•. (Tuter 1916) The Report atatea that lt would 
be reasonable and lealtt..ate to ezpect Go'Yenment ltaelf or a outalde aid 
source, to prOYlde apeclfic additional f1IDda for that di•l•lon. 

'Dle ADB·Report concl114ea that the dlYlaion ahould be apecte4 to proYide 
a independent llalaon between otl!er parta of the Veatem SGIOa GoYermen.t dd 
the illTeator, and "Dot to aillply aeaat the lllYeator away on hla own". The 
dlYlalon ahould alao aaalat the :lllYeator vith the Tarlom approTal fonaalities 
of relnat C:OTenaent offices. 

'!bat auch a approach ill aeneral la poaalble and meful la cODflnaed by 
vbat the c011Dtry project ill Toaaa, aader the direction of a Yery capable UllIDO 
apert appear• to be 4oln&, vith conalderable aucceu. It ia alao, ill effect, 
vbat the IllA Report avaaeata u a illtearated approach, amt •one atop 
aboppllla• for the entrepreneur aaamina that the DBVS dl'f'lalon voulcl uintaln 
a cloae, contllluoua relatlouhlp with the enterpriau ill vhlch they haTe 
iDYuted, prOYldllla aaalatace and c011Daellllla u required. 

'l'hla alaalon reca•ead•, aa cllcl the prnloua Dn 1917 Report, that a 
DneloJlleDt Bait la'f'at:MDt cllYlalon be utabllahed ill C011Dtrle!' where the 
DneloJlleDt Bait la vlllllla ad able to undertake the atratea, fmctlonlna 
mch lib the ........ t conaultllla cllTlalon of the qrlcultural Bak of PllG • 
.l realonal project could aupplJ' the teclmlcal aaalatace and part of the funcla 
to aupport tlda effort, bat, there voulcl haTe to be a apart baaed ill each 
C011Dtry where the propoaal vu to be tried, vtth a cu co-orcllllatlna the 
efforts ad prOYlcllDa for 8hort tel'll addltlonal, technical, appreprlatc lnpata 
(vlth tel'll8 of reference written by co;min peraomael). '!be aiatlna PllG Bank 
DlTlaioa coulcl be uaed aa a buia for and trainlna and adYlce. 
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1lle Uak Capital Dlrialoa C09ld f11DCtloa vith aa .Ulde oraantzatlon or 
fm4 at leut partJ7 mduvrltlD& tile lllYeatmen.t. ao tllat tile lnlt mov. wbat 
lta -n- dwlde ezponre la. - •kins IDTeammta la thla vq • the lnlt 
W9l.d •atretch• preamt capital farther. ..,..,ID& tile capital 'baae of a 
~ throaah tile IQJeetioa of eqait7 walcl blpro•e ita ratloa a11. perllapa, 
alao allow it to 4JU].if7 for a l.ar&er MDk loaa. nae Bait C09ld. laftat la new 
aa well aa edatlD& C4"1P"lea. fte latter laYeammta vowl.d.. prewb~, haYe 
a macll •re 1-ed.late]7 Yiaible renl.t on a lover rlak. acmethlna tllat 
o1w1-17 vill be ftZ7 illportaat for tile approach aa a whole. 

Die Tasker 1916 leport a1ao rec• azMa app171D& acme aectoral or 
lneammt criteria to aaalat la d.ireetlD& f1mda lato prod.11ctlft aeetora9 

taHna lato acc:cnat C4111PUatl•e .Uaataaea ad ftlae added. Thia 111.uiOD 
ree1 m&la a c-1.ttee vi.th tile tiak Capital Dlrialoa waer. aa vell-aa a 
prlYate aeetor reprea•tatlYe ad a lllal•tE7 of IalmtE7 or Tnde officer (and 
a 4-or repreamtatlft9 lf dealred. fte d.ludftllta&e of lacreaalD& tile tl.M 
ad ccmpledt7 of d.eel•l- t1aroaP c-lttee apprnal -t be belance4 
c:ard1ll17 qalaat tile c:rltlcl• of preamt MDk proc:edvea vlllch are nbject 
to mafaY011rable polltlc:al preanrea ad a blu qalDat mailer ad9 

eapec:~. IDlll& .... •terprlaea. 

Ipbcrcnt ri•p for vaclflc PculMW!!Jt "DH 

Die aiulOD agreea vlth atatamta ~ nrlcnaa other report• l.ncludl.ng the 
.SD 1911 leport tllat tllere are riab la urs qmq (l.ncludlna Dnelol'IM!llt 
Bab) to ....- too areat or vld.e a role. !he pr1.maE7 role of a Bank la to 
proride ffppclal gppon to dnelol'IM!lltal17 beneficial projecta. vb.ere riak 
aponre due to market mcertalat79 pQ'back period or low commerclal return, 
etc. ~ preclude eo1merclal banlca from mdertekln& the project. And thla 
role for DIVS and otller bank8 la tile realon already extenda acrou all aectora 
of the ecOD011.7. 

At the •- tlM, tile bank mat report to lta board and atoc:Jcholdera on 
ita "bottoa line• and tile reality la that too great ua allocation of reaourcea 
to rlaq la•eataent and promotion Vlldendnea DIVS and other banks' ability to 
aer.lce other aectora and meet ita financial objectlYea. 

Afrl propoaed proar- or project baa to take lato accOUDt urs Bank 
Prealdent'• obllptlon and obYloua practical need to vatch hi• -bottoa line• 
perfol'lllDCe. A .. jor dan&er for addl.ng the rlak capital cua connltuaCJ' 
fmctlon la that the Ylabillty and contlD11lty of the fmctloua of thla nev 
IDTeatlleDt, 11U1a&amt CODBUltlD& qmq or llak Capital VlDdov are lea• 
certain vltb ua orpalzatlon9 nch aa a banlt, vboae prlM fmctlon la of a 
different type. Afrl c:banae of 11U1a&amt or reoraualzatloaa vhlch..,. coae 
about for a Yarlet7 or reuoaa vlll anally down&rade DOD-Mlmtrea, .. ralnal 
actlYltlea. Tbla V011ld be especially true darlna thlea of f~lal atreaa. 

A aeccmd dan&er 1• tbat abaorblna the addltlcmal fmctloaa cua spread 
118DqeMDt or profeaalcmal aklll• too thln17l ilrea47 the probl• for all the 
bank8 ta tbat at preaeat llOD8 of Chea llolcla nfflclent of tbeae skill• now. 
'llaey voalcl, therefore, have to recruit 8114 trala the staff required for the 
••tare capital approacla. Tbla caaot M done._ •-41.na the officer 
cweraeaa. UJIDP teclmical aulataee aa dacrlbed 1111der the Dn 1987 Report 
a'bo111d mable on-the-job tralnt.na. 

A third cla&•r la tbat latert.11 or partial atop-pp aolutlou that aay 
partly addr .. • the probl• Jaa•e the tmdenc,. to beCOlle pemaaent and then 
fall. !Illa aho111d be aYolded. 
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£Bother lnlaermt rlak ill DFia proYl41D& lnYeameat capital u vell u 
loaa to -11 'baalneuea vlth danor-proYided f1mda la that the DFia vlll 
11tlllae the illYeameata to back up or •conr• their loana. • • !here vlll nen. 
be a tmptatl• to aenre the loau or pq th• off thro1l&Jl the Yen.ture or 
rlak capital pool proYlded. 

Prlnte Yen.ture capltallata atated atraaaJ7 to the alaal• that illYOlTl.ng 
• lnatlt11tl• ill both t:ntea of capital proYlal• at the ame time cauaea a 
aerlou c:.tllct of illtereat • the part of the lmltltutl•. Clear 4eclalons 
are not made• nether to loan or not. 1llam to mke neeeaaa17, 4lfflC111.t 
cJalmaea ill the lnYeatmaat --S-t, etc. ad nether to aupport the Yenture 
vlth •re capital, when renlta are belov pl• (vhlch vlll often be the cue 
u Yel7 fev Yentarea ner meet their badaeta • vhlch capital proYlal• la 
baaed). 

Yet, recoplzlna the da&era llDll the fact that there la a potential for 
cmaf1lct of illtereat, the alaal• bellnea tllat the potential for 
blplmentatl• ad faYOarable renlta ill lnduat17, If 8ach a Tentare capital 
vllldow 1I01ll4 a:lat, oatvelcJa the aeptlft al4e. Dala C*ld•l• la eapeclally 
tne &lYen the political preuarea now felt - bmlb to cut 4ovD the •finance 
sap• ad allow •re reapoaae to 4neloi-ent-orlented o'bjectlYea. !Ile renlt 
la, u poillted out elaewhere ill thla report, that 3 DFia are nov either ill the 
proceaa of atartlna or plenntna to atart a •re actlYe Uak Capital Dlnalon. 
UllDP ahoal4 mcouraae llDll aaalat thla effort u .- u poaalble. 

- project alaoul4, boveYer, also recoplze the banks' ftlnera'blllty and 
... lat thea ill dealin& vldl thla, certaillly at the start. Dala vlll lt.aTe to-· 
'be baaed on acme kind of• qremmt vldl the bmlb that decide to 
participate, ao that there vlll 'be coa.thmlt7 for a perlo4 Iona eaovcll to glYe 
the project a c:hmu:e to ncceed. 

•• Ice- m1•tl9D1 

~lTen the 4lfflcultlea deacrlbed aboYe for atlaalatlon of prlTate 
enterprlae by goTernaenta ad 4onora, the follovlng are the uill 
reca•eDIS•tlOD9 at tna fr• the needa wea•ent. Bat flrat, dlere IRl8t be 
a elarlflcatlon ill ill term ao that the Yarloua partlea lnYolTed are more 
eertaill thq are apeutng the aw J.anguqe. !Ile needs of mll/Mtllm 
1Ddut'7 T~ an4 needa ... ea•ent Ila to •tucl7 tile different t7PU aeparately 
11114 recomendatlona haTe to be adjuated to each nb-aroup. Tbat 
cl ... lfleatlon Ila been coTere4 ill Cbapter I of the report. 

!Ile uill actlona needed are: 

1. PoHc;t ••nru to proylde m mylrmergt cn4qctlu to crMb, 

'Ille UII 1918 Report, aloaa with other• rnleved an4 corroborated by 
illtenlen durln& the lllaalon, conclude that the alngle ••t lllportant 
factor for llldaatrlal dnelo,.eat la the prOTlalon of aa enYlrOllllellt 
conduclYe to prlTate aector arovtJa. lere a apeclfle quote fr• the ISII 
1988 Report la varraated: 

•suceeaaful raral llldaatrlallzatlon preauppoaea a f aTourable eCOD011le 
enYlroment 1D the raral areu enaeadered bJ' hlah 1rovth rate of 
aarle11lt11re, deYeloJ119Dt of lDfraatruetural and aoclal aenlcea ••• 
Count'7 atudlea and other aYallable reaearch allowed that deaand-alde 
pollelea (vlaether arlal111 frOll aararlaa reform 11114 •r• equitable 
dlatrlbutlon of land ad lac.ea and/or frOll price and •rket laceatlTe• 
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to fUMn) renltlll& Ill qareaate IDereue Ill nral lace.ea un been 
a.ore ef f ectln Ill •tlmllathl& bra1 Sllall IDllmtrlal Dlterprlaa through 
tncreue Ill dmml for c..-r &ooda rather dMm MreJ7 npply-mlde 
pronalcm of IDpgta 1111111 tedlalcal ualatance nntca to RSIBa 
tllemelYa. Int•• abw•re of tncn••lps t== for nql MD=fUll 
prodpcta, nppl.y-affe M''Pt" MT fall fiat • their face.• 

Tile report cencl111la: "ktenal ualatance for -cro poltcta la the 
ideal leftl. for eztenal ualatance to RSD.beca•e lt can tllell be 
directed tonrda tJae creatlcm of .. RSD-frleadly ecanmlc en•b-t 
md can reach all ISD -re or i ... ..-11Y9. 

UllDP Ill the Soatll Pacific balm lau apparently all'UQ 'beam 
lllltlatlTea to uafat anenmenta at tJae pollq lnel 1111111 tide ebould be 
CGDtimaed for Ill 8CYU'al of tJae comltrln tJaere la a 1-a vq to 10 to 
create a ats-lathl& enri1-t. Tlaeae lllltlatlTea are Ill a ftr7 early 
•taae, 1'at tJae llhaloa woal4 •tr-a1Y reca• IDll both UllDP/UllIDO Ill 
aeaeral, 1111111 tlae project Ill -.eclflc to deYelop tbeae actlYltla further. 

Tile nmtt -.t 8elltloae4 need I• caplUl., vlth MDA&eaent utmalon 
aerYlca rwmtn1 cloae. Tile nerall obaenatlon la that ~ 701I don't 
need 9CJllleJ' fr- the bulka, 701I can aet all you vmt, bat when 701I do need 
It, you can't aet It:• Tile lar&er, joint Yenture, a:port-orlmted 
campuala are ule to fi.Dd caplUl.. On the other end of the •cale, the 
-11, iD&ll&eaom producer for the local -rket anally doea not IYYe a 
clumce of obtalnln& a loan. '!be ame la Yalld for unaammt utenalon 
aerYlca related to the flDance. 

'lbla llluion baa concluded that till• area llilht beat be the crmc of 
f1ature ... tatance to Pacific Ialand entrepreneur•. Plrat, hoveYer, it la 
critical to -:nice aaain clarlf7 the dlacaaalon and apeclf7 the taraet 
sroap(a), u there are too ~ different needa to be handled by one 
approach. 

As the lllulon la vell avare that aw of the recc•endatlcma 
included in till• report llD4 Ill the on 1917 Report are in a nev area for 
UIDP lllld vlll be contrneralal, or difficult to lllplaent, the alaalon 
baa taken areat patu to npport till• recc•end•tlona vlth other atadlea 
ad reporta. At the ume tlae care ahould be taken to ennre full 
~taent of bulka laYOlYed. ContlnuiD& the ISII 1911 Report aectlon OD 

the flJumclal aenicea iutltutioaa ad proar--., their conclulon for 
action la u followa: 

"Wlallat in tlae .-ethiD& probabl7 can ad oqht to be done to rmecly 
thl• - aboY'e all ad flrat by pellllttiD& intereat rate• to rl•e to 
reallatlc (l .e. 'hip') lnel• 11114 elialDatiD& policy blu in fayour 
of 1ar1e 1Ddmtt7, tJma mcoaraaiD& the banb to look for new lending 
aarJteta _, -11-acale 1Ddmtt7 - it vlll be a lona ad uphill 
jcnanaq to aiplflcant rural -11 1Ddmtr7 lendlna, IYa &iTm the 
ript lacatl•a, cbaahl& the aet vqa of iutltutlona la not uay. 
ODly vha tile tutlt•tloaa vaat to cbaa• la external a4Ylce ad 
.. aiatance likely to be effectlTe." 

u the Drl 1917 lepo~t pointed 011t, na th01lah the "dnelollllftt" 
bab in neq Pacific Ialllll4 bne la their charter the a•tborlq to 
lpuat .. vell u loan aoaq, th.,. rarely mat, u that la aa eleaeat 
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of rlak th~ baft been able and villlna to aTOld. Yet there 18, of 
courae, a U.11lt to how aach baalneaaea can borrow and c~ the interest 
pl•, of coarae, ba)tna Jud&menta on how mac:h debt to equity they vlll 
accept from baalneaa cllenu and atlll aake loana to thea. 

Smehow, therefore, Dna ahoald be •tinted to inYeat and to follow 
1IP the :blYeat8ellta vlth tedmlcal and MDagment ualaunce Oil a regular 
and conalatent baata aa thla la frequently Deeded. A Yenture capital 
f1lad for the banb vaa-propoaed ~ the Dn 1917 Report, to be prorlded by 
dcmora and cbemelled thro1lgb. a nnture capital '"viDdOV- at the banb 
that vould alao prorlde tedmlcal aaalatance. Demora ahould alao proTlde 
aaalsunce to train the Yenture capital ataff at the banb. 

!he need for pronalOD of capital vith appropriate tedmlcal and 
MDagellellt aupport baa not abated nor decreaaed in priority a:lnce the Dn 
1917 aeport ... releaaed. !he nbject baa bee- •re praatnmt, due to 
tlae dlacuaalcma tbat took place a:lnce, and aoae 'banlta and 10Yunaeata 
baye alreaQ UbD atepa to eatabllah fmda for inYeatlll!llta. !he 
lllnlat1:7 of Trade in Fljl baa decided to lnatltute a aecond Ualt Truat or 
llatual Fua4 and the Dneloi-mt Bait of Veatem SllllO& la neaotlatlna a 
loan vlth the European ~ty to obtain fmda to inyeat in the prlTate 
aector. 

Vhlle the GoTenment and DeTelo..-t Bait offlclala in Veatem Saaoa 
dld not fully qree vlth the propoaal in the Dn 1987 Report in tema of 
the proportlOll of tecbnlcal aaalatance and inYeataent f1lada and the 
propoaed hlah direct inTolYment of the banka theaaelYea, the oYerall 
lllportance of the DBW reply la lta apparent aerloua intereat and the 
detalla of the proposal could be adjuated. What the Dn Report vu 
t1:7lna to aet at la exactlJ' what la atated aboYe in the RSIB 11 88 
lteport: tbat lt vlll be a long and uphill JGUmeJ' to cauae algnlflcmt 
(rural) mll lnduatl'J' lemllna and that "only vhm the tn•titutiona want 
to fbepre 11 Cl[terpal aclylce tpd 111l1tance likely to be CffcctlTC•" 'l'he 
Dn report vu concerned vlth laproTlna the woUyatlon to in•eat and to 
proTlde a Yenture or rlak capital vladov. BTery effort should be ll&cle to 
begin vlth DIVS u aoon u poaalbl~. · 

At rlf/I rate, DeTelo1111e11t BanJta are 1een in all countrle8 u the 
of flclal lnatttutlOD that ahould be proYldlna fmda and on-aolna 
aaalatmce to cllenta. 'l'he probability la hlah that 10Temaenta vlll 
araduallJ' puah Dna into inTe8tlna more or taltlna a aore liberal 1tand on 
loans to ... i1 enterprlaea. 

The lllaalon beline8 that UIDP and other donors baYe to adclre8a the 
needa of tbeae banka and the .. 11/aedim lnduatry in the area, and 
lllprne the banka' c....alcationa, capital prniaion and aaalat tbea in 
proTidlna auaqeaent or tedmical ual8tmce to clients. There are 
aufficierat pitfall• to aaJte thia tJ'Pe of uaiatance difficult, and the 
Ull 1988 Report doea not baYe aood renlta fr• Dna to report. But the 
odda can be increued by atrlctlJ' llllitlna the ranae of aerYicea the Dna 
prnlde and conflnlna UIDPIUllDO tedmical aaaiatance to the ltlalt Capital 
ViDcloV of the banb inTolYlDI both finance and tedmical uaiatance in 
intearated proar ...... 
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Baaed on the ~la preaeated abon, the alaaian bu reached the 
follovln& conclmioaa: 

A. Dae cpyirmrpt for tpdpatrial deyelowcnt 

Dae lllaalon baa found dlat cwerall enYi.:ronaent for :ln4mtrlal deTelopment 
in the region l8 ·~ difficult. Jlaia la •ialy due to aeoaraphical 
iaolation, alze of marketa, reaource end..-ata, ahortqea of qualified 
-.-er, aa well aa cultural factora. ID addition, one baa to keep in ldncl 
that one cannot apect that junior llDll lllddle lael gcwenment of flelala are 
capable a4 ezperiem:ed la the mall South Pacific Ialllnd C011Dtrles. Dae ame 
la Tal.ld for other oqanlzatloaa nch aa dnelOllM!llt balta. For these reasons 
one alaould not ezpeet •tnatitutloa bal14111&• actl•itiea to be Tery 
neceaaful. One c:aa alao not ezpeet ao•enmmta to aee :llldmtry aa one of the 
aiD aeetora to be dneloped, or to dnote eztmal•e reaourcea to the sector. 
Induatry vlll alVQS ha•e to accept a aec:Glllllary or tertiary role after touri• 
ad agrlculture/flaheriea. llovft'er, a1ao the gcwenment pollelea a4 
lncmtiTea, fiscal reglmea ad other gOYe:rmmt controlled aapecta of the all 
illportant •ennroment• atlll prorlde aerioaa probl- nen for lllllted 
hldmtrlal daelollM!llt. Dais needs to be rerleved carefully ln aost of the 
countries in the region. 

B. Jhe proiect 

'Ille project docment did not adequately deacrlbe the planned outputs and 
actiTitiea but aa•e theae only la tems of general categories. Dai• 
apparently reflected aerioua difficulties in dnelopiD& a clear project 
atratea by both UIDP and U11IDO for this regional project. BYm the earlier 
alaoat tvo-year project did not help to deTelop 1111ch a atrategy or concept, on 
the contrary, the first project also tried to daelop a progr...e of 
:IDdiTldual, -11, country lnel efforts, •inly inTolTing identification and 
pre-lnTeataent atlldiea. 

'Ille project te•, supported by UIDP Swa, decided at an early stage to 
focua the project•• actiTitiea on project identification and pre-feasibility 
atucliea, vith the choice of subject being bued on GoTenment requests 
cOllbined vlth perceiTed opport1Dlitiea. 

The project baa performed a large Tol111e of vork but the results to date 
ha•e not been good. Dae aiasion vaa infonaed dlat in aost cuea the reports 
produced and the recci•endationa are not suited to country need8. While it ia 
too early to be nre, the alaslon does not espect aoat reports to ha•e a good 
cbance of lllplaentation follow-up for the following reasons: 

- Subjects vere selected in co-operation vith Gcwernaents and not, in 
aoat caaea, vlth lntereated entrepreneurs identified; 

Comaaf catlon between Gnernaent departaents and entrepreneurs la 
highly inadequate; 

- •ot enoa&h publlcltJ' la al•en to the report• in the countries 
concerned; 

llany reports are not conduct•• to illaedlate lllpleaentatlon; and 
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- '!he reporta, due to the above, are 11.Jtel.7 to become part of ahelvea­
full of ant.pleaented reports, aa entrepreneurs and official• consider 
there la no ahortqe of nch reporta, ~ ahortagea of illpleaentation. 

Specific cue by caae aupport aervicea to individual entrepreneurs in the 
Pacific Island Countries i• the -in ~ed and, due to the aaall numbers 
innlved, a viable option. c:eneral atudies and guidelines do not con.tribute 
subatantially. 

While atrengthentna of c;ovenment offices and aerTices aa well aa 
dnelo,.ea.t banta ia certainly an imp)rtant objective, efforts in this 
direction. llUt be coaaldered loag-te:m. It la extreaely 1Jlll.llte17 that in the 
nnt 10-15 yeara GoYenmenta of Pacific Ialand Countries can cleliver the 
apecialized aupport aervlces to ln4utry that are needed. 

In ...ary, the aluion conalclen that the project abould not continue 
vlth their present actlvltlea aa these are not conaldered useful or 
effectlYe. '!here are, hovner, vlthin the original design of the project 
areas where ... iatance la badly neecled. '!he project abould refocus on these. 

C. J'he Hecla of ••11- and wedlw-acale lnc1ustn 

It la essential to cllatingulah different target groups within • ... 11- and 
aedl--acale induatry• as their characterlatica, neecls, requireaents, 
atrengtha and opportunities Tal'J' tremendously. Any progr ... e, project or 
other aaalatance ahould be alaed at one clear target group and it la not 
nfficlent to uae the te:m • ... 11- and aedl--scale• to define this. 

Broadly speaking, the alsalon would propose a classification in four 
different groups. 

For the firat group, the very ... 11-scale indigenous entrepreneurs, "hand­
holding" aaaiatance la neeclecl covering all types of assistance including 
tedmical up-grading, continuous training in and aonitorlng of bookkeeping and 
finance, "aoney mnageaent•, assisting with identifying (local) sales 
opportunities, etc. Aa banka will not loan any aubatantial aaounts to this 
gronp as they do not have equity .ID4 collateral, •easy• aicroloana with close 
follow-up and aanageaent assistance is the only way to provide finance to this 
group. Aa thia group baa the least knowledge of business methods and is most 
lacking in resource• and inforaation, any loan scheme ahould provide finance 
in an integral packa&e of asaiatance. While thi• group is normally rather 
conservative and does not have a lot of ideas on what business to start, it is 
very ri~ to paab them too bard into activities t.hey do not know. Expanding 
and iaprOYlng mating buaineaaea la the beat option. 

Boat GoYernaenta conaider asaiating and developing this 1roup the highest 
priority tor social and political reasons. It i• very important to realize 
that for the reasons aention.ecl abOYe assisting this 1roup directly is very 
unlikely to be coat-effective in purely econoaic terms. 

'!he aecoa4 group, aomevbat laraer-acale, often more modern indiaenoua 
aterpriaea, has completely different needa. they have many dif terent ideas 
tor 1oocl iaveataat• bat 11&7, in aoae cases, need assistance on technical or 
....,erlal aattera 9114 on the presentation of the project to the banka 
(boveYer, only for tbe lar1eat, la a formal feaaibilitJ' study required). 'lhey 
are anllkely to pick up •reacly-ll&cle• projects that are not their own ideas. 
!hi• 1roup l• moat llltely to need techlllcal espert assistance in choice of 
eqalJ119Dt, installation 9114 start-up uul aoaetiae• trouble-ahootina later on. 
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Vlaile .,.t of theae enterprlaea procluce for the local Mrlcet tbat thq bov 
ftZ7 well, some ~ need ezpertlae to 4nelop export marketa. u well u to 
detentae the rll.1lt products for these markets. .I. ll&jor need of theae 
cC111pudea coacerD8 equl~ capital. Tbq are often already oTer extended and 
flnance to ezpuad la hard to obtain. 

the third aroup cODSl•t• of luger and anally partly (jolat Tenture) 
apatrlate-ovaed and MDaged cC111P911lea produclq .. ID17 for aport markets 
either fraa local or lllported rav Mterlala. 'l'hla aroup rarely needs external 
ualatmce u te~cal and MDagerlal ezpertlae can be broapt la f raa the 
partners and u aarketa are often unred throvah the partaera. the bmlka are 
vlllln& to lend to theae e-capentea aa thq often uTe nfflclent equl~ and 
collateral. the only ~ of ualataace needed by this aroap la la deallng 
vlth the local enTlrcmaent, for lnataace obtaiDla& land. llceaaea to-operate, 
etc. 

To C011Plete the picture, these la al•o a fourth aroup of laraest 
e-C111P911lea vhlch are entirely or nearly entirely owned by forelpera (and 
perllapa the GoTenment) tbat are anally producing entirely for export. 'lhese 
relatlTely large ln4uatrles are la control of their om resources. UIDP/OllIDO 
doea not need to proTlde 117Btmatlc ualataace to thla group. 

In the oTerall ex•l••tlon of policies, lacentlTea, etc., care baa to be 
t.Jcea to enaure a balanced approach to the different groups. For lnatance, 
aeanres adopted to ualat the tvo larger groups can aerloualy Jumper aall 
operatlODS. It la la thla area of o•nall policy reTlew, ex•lnlng the 
~ffecta on mll and aedba lDduat:ry, recamaenlling changes la policies and 
lacentl•u, asaurlng cODSiateney and fa•ourable stlaulatloa, tec:Jmlcal 
uaiataace .. Y u•e one of ita aala tasb, especially vhen project efforts are 
cOllblaed vlth the uslstance and ad•lce of UIDP offices for the support at the 
highest le•ela of go•ernaenta. 

lloat direct potential for 4eve:opaent llea la the aecoad group, as well 
u la help~ a few selected enterprises froa the first group to "graduate". 
It aeems o•erall that any external asalatance should be targeted aalnly at the 
first two gr~upa. 



- 41 -

CllAPID n1. ncm+ •n•nom 
'lo IWQP/WIQQ: 

1. !he project ahould, aa soon as pouible, change its orientation away from 
general reports, opportunity and pre-feasibility studies and towards 
inYeataent illpleaen.tation actiYitiea. "Project"-lnel vorlt ahould only be 
done· when • aerioua inYeator reqaeata the YOrlt and la fully involyed. !he 
project ahould foC11B ita regional actiYitiea prillarily on developin& 
enterprisea h. "Group 2". 

2. For thia to be possible the project ahould actively seek out indigenous 
entrepreneurs who do have realistic ideas or potential for ezpanaion or 
diYeraification (the aiaaion has aet a nuaber of thm) and ·help theae to be 
realized. Thia la likely to entail ahort-tera technical specialists, ezport 
.. rltetin& adYice, aa well aa 111re longer-tera aupport from an extension 
services expert vith a general buaineaa background. the lliaaion auggeata one 
to three such "Yenturea" should be identified per country in the next two-year 
period and aaaiated intenaiYely. 'lhia ideally ahould be done in close 
co-operation vith "Yenture capital" actiYitiea of the DeYelollllellt Banks (see 
recOllllelldation 6(b)). 

3. For the ... 11eat indigenous buainesaea the project should adopt a 
different approach altogether. Bere the project should attempt to proYide 
general, relatiYely down-to-earth, day-to-day, "hands on" aaalatance to the 
aaalleat indigenous enterpreneura. this can only be done by haYin& staff long 
tera in-country. It la conaidered by the lliaalon that the present arrangement 
in Weatem Suaoa where a Y011Dlteer vith aoae relevant experience la ayallable 
under the regional project la a good llOdel. Care should be taken t~ ensure 
that his main responsibility la to provide extension aenicea to the target 
group rather than perfora of flee aenicea in the Departaent of Industries 
where he la located in Western Slllfta. Ideally, of course, his counterpart(•) 
should do the ••e. In those cues where intereated and qua.•.tfied 
C01Dlterparta are aYallable, on-the-job training should becoae an iaportant 
part of the aaaignaent. Such aet-upa should be assisted with the proYiaion of 
good, adapted hanclouta, video tapes, etc. to enable relatively low qualified 
ataff to aaalet SSI in a aeanin&ful way. the regional project could, on 
request, aupport the locally-baaed volmteer with specialized support, as well 
as ue the ~.ocal presence aa a vay of identifying suitable opportmltlea. As 
not all the .. neat entrepreneurs can be addreaaed this vay, a selection 
should be ll&cle. One way of doing thla la to concentrate on those who request 
and obtain financial aaalatance from the banking ayat•, for inatance, under a 
"aicroloan" acheae (See recOlmlendation 6(a)). The vol1D1.teer or aaaociate 
expert coulcl in thia cue be baaed at the bank concerned. 

4. Any "lnatitution-building" efforts to strengthen aovernaenta should be 
left to comtry projects nch aa the onu exiatlna now in Tonga, Vanuatu, 
Solomon Ialanda and Papua lev Guinea. A realonal project clocment cannot 
realistically be ezpectecl 10 do thla, escept poaalbly the oraanization of 
Joint training couraea and aiallar activities. 

The ai•aion c1o.. not reco .. ea~ QoTel'JllllDta of the Paclf lc Island 
countries to aet ap their ovn tecbnlcal and entrepreneurial eztenalon 
aervlcea. Bzperlence in other comtriea cOllbined with the difficult situation 
in the countries coacernecl aakea it eztreaely mllkely an effective service 
cm be aet ap. Iutead (;oTenmenta ahoald ala at 4eveloplna the more "narrow" 
functions of proYidlna the rl&ht "cllaate" for llaltecl industrial 4evelopmerat 
•uch aa llcenalng, laport 1114 export re1ulatlon, ensuring land la available 
where required, etc. .An4 natlona~ UIDP/UIIDO projects should aaalat in 
eatabllahina these. 
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5. !be regional project llhould aake aYailable direct aupport to g0Yer1111e11ta 
Gil their request in rniaina policlea, incentiYe achmea, etc. Thia should be 
dane only vhen goYenmenta llaYe deflnltely decided to illpltlllent chan&ea. the 
project abould probably plan for fov coantrlea that _,. take up thia 
:ballenge ner the next 3-4 years. Bzpertiae abould be -de aYallable to 
aaaiat C:OYenmenta In 1pplcaenttn• the chan&ea, not in writing general reports 
on the aubJect. It la cOD11idered 3 '8/a ahould be nfflclent for each co111ltry, 
pouibly on a apllt aiaaioa baaia. 

6. 'lbere la a clear need for auiatmce In the financial npport aenicea to 
ln4uatrial dnelopaent. While the dnelopaent banb haYe conaiderable 8ll0111lts 
of aoaq aYailable, th~ clala tht!7 cannot find nitable projects. Thia 
apparently i• due to their rather extenaiYe and atrlct reqaireaenta for 
equity, collateral UHi other paarmiteea, all at the uae tlae in aoae caaea. 
l'rGll the aide of the (potential) entrepreneur, the problea loob different but 
again one llaa to diatlnplllh the -different types of entrepreneur. 'l'he 
follovlng aeaaurea are reca ended to deal with the -in target groups: 

(a) For the -1lest indlgeD01111 ent:J"epreneara, a "aicrolomi• acheae 
should be aet up. .la aperlence Ila& proYen, thla type of lo.a la 
••t likely to be ncceaaful lf the bank concerned la as close aa 
possible to the cuatoaer. Thia woul.4 ezcl114e the dneloi-ent banks 
that in ••t c01mtriea haYe CIDly a bead office and in aoae caaea 1-2 
branch offices. In aoat caaes, hoveYer, a local flnmcial 
orgmlzatloa exiata with a relatlYely extenaiYe retail presence 
(uually a comaerclal bank). A detailed preparatory c01mtry-by­
co1111try atlldy should be aade ad, where Yiable and where a good 
interested bank exiata, a alaple alcrolom acheae ahould be 
eatabllahed with -rket-related interest rates, rapid reactloa of 
the banka in caaes of delays in rep.,..nta and, where poaaible, m 
actiYe aaaiatmce cb•nnel for lomeea in difficulty. It la lndeed 
fort111late that mi apparently well qualified orgmlzatloa, the 
C:OYernaent owned Fiji .. doaal lank, la DOV prepared and amioua to 
begin nch a acheae. 'l'hla effort could aene as the pilot project 
and the alaalon reca•end• aaalstmice be prnlded aa aoon aa 
possible. A apeclaliat ahould be brouaht in that Ila& elsewhere 
eatabllahed a auccemaful alcro-lom myatea, for a period of 1-2 
aontha followed up by another aborter alaaion when the acheae la in 
operatioa. 

(b) 

The regional project ahould atteapt to prOYide a Y01111lteer or 
aaaoclate expert to vorlt vlth the banb that do eatabllllh such a 
alcro-lom achelle. Priority ahould be giYen to C0111ltrles that do 
not haYe a national project for ... 11 industry dnelopment. 

ror the larger lndigenou tne of mterprlae, m eqalty-tne Yenture 
capital -ViDdOV- ahould be eatabllllhed. '!Illa ahould preferably be 
done throaah the better eatabllllhad ad aucceaaf111l7 operatina 
Dnelopment Bab that voulcl, llovner, thmaelYu carry part of the 
rista and make aYallable oae to tvo full-tlae ataf f ambera to 
maure the Y:ltal close lhlta l>etvem c_,..s .. ad the bank. Vhlle 
the alasioa f1111J agreea vith the DrI 1917 Report tbat teclmlcal 
support to coapmlu ln'YolYed in the achme ahould be aYallable, the 
a:laa:lon feels tbat such support vlll OD17 be aa4• aYa:llable bs baDka 
vh:lc:h, firat, haYe decided they mat alter their attitude a4 becoae 
110re "clneloP11Dt or:lated•, ad, bJ banb vhlch ca afford to 
undertake nch a pro1r-.. (Certain criteria, to acldru• tbia 
latter upeet, were laid out :ln the Dn report.) 
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'Ille acllme would tnicall.7 work aa follon: through a f1IDd 
uubliUed bJ UllDP an4/or other utemal donora of say $500,000 
equity capital would be made anilable through selected DeYelopaent 
lanb. Dae fund would tnicall.7 talce a atalce of $5 ,000 to $25 ,000 
repruenting a ..n- of 20 per cent of an in'Yeataent. 'lhia would 
be made aYailable on the condition that the DeYelopaent Banlt itaelf 
aa1cea anilable the .._ 811011Dt aa equity capital. Dae entrepreneur 
hlmaelf would ha'Ye to pat up a a1n1- of 10 per cent of the total 
:ln'Yutaent aa equity. 'lhia would Mite for 50 per cent of the total 
:ln'Yutaent in equity, the other 50 per cent coming frcm bank loans. 

Dae equity f1IDda would be aYailable both to aev enterpriaea aa well 
aa to mating onea that vmt to expand or diYeraif). !he moat 
rapid renl.t• will cc.e frcm utabliahed De'Yelopaent Banlta. working 
with lcnovn clienta, to ezpand and lntenaif) working relation.s. 
Where a bank la willing to take an acti'Ye •tad on·deYeloping aev 
enterprlaea the alaalon la COD'YinCed that the beat model mating in 
the Pacific la one nov operating ncc ... full.7 in Papua Bev Gu:lllea at 
the Agricultural Banlt, with a apeclallzed Dl'Yialon, vhich 
eaaentially operatea aa a aeparate llmla&lllen.t cOD811ltin&/Yenture 
capital c~. Dae DlYlaion baa not onl7 aet ap a Jmlber of aev, 
profitable buaineaaea, but retuma aoney, the lliaalon vaa told, to 
the Banlt. It la, therefore, poaalble to ha'Ye a DeYelopaent Banlt, ill 
the Pacific, operate an efficient, ncceaaful rlak capital vlmlov. 
Ill eaaence, vbat the Banlt la clolng la folloving the model of the 
intecrate4 •SJISBS• progr&lllll, referred to elaevhere in thia report 
aa outlined in the DIA 1987 book on the ... 11 enterprlaea in Papua 
Bev Guinea. While the acheae so far baa .. i.llly concentrated on 
retail, catering ancl lodging ln?ailleaaea, the .. ill prlnclplea ahould 
be applicable to ... i1-acale industry aa well. 

(c) The abo'Ye-deacrlbed Yenture capital approach la, however, considered 
to be a comproalae ancl should be applied .. inly for ... 11/lledlUll 
enterprises. The •ideal solution" froa a aotlvatlonal point of view 
would be a •private sector" Yenture capital organization on a 
realonal b&ala that would only pick a lialted n1J11ber of "vlnnera". 
Such an organization would have to have the motivation aa well as 
the capabllltlea ancl contacta to be able to strongly aupport these 
venturea. A more detailed deacrlptlon is &iven in Annex IV. Both 
•venture capital• atteapta should be tried aillultaneoualy aa they 
basically address a different group of ... i1/aedi1J11 enterpriaea. 

7. the alaaion conald~r• that assistance to ... ii- and aedi1J11-acale 
enterprises in the South Pacific llhould be using a directly applicable 
intearated approach. Separate projects dealing with pre-inveataent studies, 
flJUmcial aenicea, tecJmicall11aDa&erlal utemlon aenicea ancl (export) 
.. rketina are not likely to contribute to thr developumt of enterpriaea in an 
effectiYe way. 

a. laall/aedi1J11-Scale 1114uatrial developaent in the South Pacific ancl the 
actlYltlea of external aaalatance ahould pay aore attention to ao-calle "niche 
aarketa" 01 "niche product•", apeclallty products for hllhlJ' specific .. rlteta 
that caa co•imd prl8l1J11 prices ancl do not C011P9te with the comocllt7 products 
in tile wider •rbta concerned. It ae .. thla approach baa not apeclflcal11 
beeD followed ao far. ObYloualy, thi• would aalte for apeclal needa for 
estenal aaalatance, both la tecJmlcal/product dnelopunt teftl8 aa well aa 
aarketin& teftl8. 



-44-

9. Vhlle nperflclally lt ae .. the mriramaen.t for -11-acale iDllaatrlea 
la &oocl ID aoat ccnmtrlea vlth IDcentl•ea anllabl'! u vell u -~-free 
imports of capital &ooda and -terlala ID 90at C011Dtrlea, cloaer l.mpectlcm. 
ahova up ~ mac• and, ID reall~, tile •en.nron.ent• la not tbat faYOUrabl~, 
vlth the poulble ezceptlon of Tonaa. It mQ. be vorthvldle, lf the 
C:O'Yer....ta really vmt to clnelop -11- &114 mecll--acale iDllaatQ, to reriev 
mil ahlpllfy the regulation.a and IDcent.l'Ye atncturea. 

10. C:O'YenlMllta ahoulcl at the ..- tlme be careful not to attract the vr:mg 
tn>ea of lnduatrlea. Aa the reallatlc reqalrmenta of the Pacific Ialanda 
ccnmtrlea for an :lnduatrlal bue are 11.t.ted, tJae7 aboulcl attempt to attract 
cm.17 the llHt 1111ltable lndmtrlea and not lnduatrlea tbat pollute, haYe 
extreme energy or water requlrmenta, or mQ' leaft u aocm. u, for lnatance, 
the five-year tu bollclq haa lapsed. SUdl lnd•trlea create more probl­
tban thq aolYe. 

11. C:l·..ea the cllfflcult altuatlon and the fact tbat lndmtQ at beat la cm.ly 
the third priority (after qrlculture/flaherlea and tnrl•) anenmenta 
8hcnllcl not at thla ataae try to aet up aophlatlcated J;eclmle&l. and --aerial 
lndmtry aupport aenlcea. C:OYenlMllta ahoulcl focaa on eatabll8hia& efficient 
"Darrov'9 function.a of llcenalDg regulation.a, etc. 
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!he follovin& are the -1D iuaea that infl1H!llCe4 the project in a 
aeaatl•e ~ and that allcnlld be aTOide4 b the f11t11re: 

a) Poor dealp. 'Ille project d0e1mmt did not pro'Ylded an approach or 
atratea. 1hla la nm •re hportmat tbaD --1 due to the fact 
that the project la a reaiaaal mie. COYeriD& a mmber of C011Dtrlea 
vi.th cm17 lhdte4 reaomcea. It ah01lld ban been~ erldent that 
not all com.tries ua be aen4 in a nbetmtial ~ acroaa the 
board. -idea. the yape project 40e1mmt lnclmed ~different 
outpata/actiritiea but in a cateaorlc ~ • DO qaaatlflcatlan 
vllataoe'Yer vaa &iftll. And thla in apite of the fact that a two-year 
project had had the ._. proltlm: a lack of cancept. 

CertaiDly a re&laaal project needa A clear qproach mil qaaatifled 
uraeta tailored to the reaourcea aftllable. 

b) For -11/-41111 acale lnduat17 uaiatance. it i• of utmst 
blportance that the •en (proapecti•e or actual entrepreneara) are 
directly in'YolYed, certalDly in all actiritlea that at. at realizing 
new enterprlaea or ia'Yeamaata. It la not nfficlent to vorlt 
rirtually ezcl•i•ely vi.th the anenmeata concerned, thq are not 
the entreprenean! Vorlt done ~ •outaiden• l• •ery UDl.lltely to be 
accepted and •ed ~ entrepreneara. 

c) CambinlD& the CD post vi.th the SIDFA reaponalble for the aaae region 
potentially leada to •arloua probl-. Combined with the •aaue 
unapeclflc dealp in thla cue lt baa led to the project being uaed 
for aeaeral progr-.-eype of alze4 actl•itlea. In addition, the 
arr.nament effectl•ely meant that the field leTel llODitorlng of the 
project in the aenae tlaat there la a aecoad oplnlon in addition to 
the C'Da vu no longer fmctlonlng. !he project vu too cloae to the 
SU't'a Offlce/UllDP ataff for thla •aecoad •lev" to be effectl•e. 
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mm or mppq 

lnbat;loo 1114 led• AuctlMDt of IH/16/075 - SMll pf 
llcdlw Sqle lpd•SdU ent bUIDfepcyrthSp Ptultmrpt. hclflc 

I. UTJMAll na DI mxw 

1. !Ida ld.••l• lau ha oqllllud Ill tw a...-u to f1alfll1 WO ••tarate 
o•.t•ctlna1 

CltJ•ctln la 

lnl•d• of tile renlta aelde•e4 bT proJeet W/16/075 (aee 
"lackaromil• lectl•) al to n••• tile at•t to vlalch tile _.Jectl••• 
laaft be.a acJdned. Dae project'• 1-edlat• o'b.tectlYU are u follova 1 

(a) •llaac• an•r••t capacltJ to promote ad npfOrt wll/ 
ae4lm-aeale 1Dlat17 4naloJMDt. 

('b) JclatlfJ teclmleallf Ulll flnacl~ feulltle opporcmltlu 
for ...tl ad M41• ladut~ dnelo11MDt. 

(c) Vparad• -.ua-.t, prochctlon, Mrktt!q aDll other 
lNalu•• capabllltle• of .. 11 an4 ae4l--.cale 
mttrprl•ea ill th• Paclflc. 

la car11i111 oat thl• fmctlon, the alaalon voul'.t al•o be apecttcl to 
atteapt to ua••• - to tba extmt f •••1bl• - the contrllnatlona the 
project au .... la prOllOtlaa a.all and Mdl• 81114 fndutrl•• I 
4neloi-eat ad entrepranrlal partlclpatlon, cnple4 with baprnlq 
tllllr campetltl•aa1 la iezm of Jll&her qaallt'J pro4acta, lacreuecl 
proclaetl•lt'J ad lower pro411etloa coats, .U to u1••• Che qaallt~ and 
atProfriateaeaa of cralntna ao far prcnrldad. 

D1•ctlye 21 

14•tif!catlon vlWa the lndutrta1 aector of areu tn Vlllch both the 
need 184 the opportunlt'J aay esl1t for IJIJ)P to pro•lde 111latance in the 
deTelOfllDt of t1le aector la the hture. In 10 clolq, the Ml•alon vlll 
pr111at 8Vll••tlona •• to 1111 dlaq11.UIDP ~ coaal4er ill the llOCSallti•• 
lt mplop la d•UT•rlna 111l1tance to the tndutrial 1ector la the 
PacJflc. 

ltcll, el1•ctlY• vt11 1H1 tMC' UP 11par1ttly W 1U1ttc4 IA epr.Srtly 11par1tc 
aecdn ha gt>• rmr&. 

2. tlarouaJsout the ezercl1e, t!ae a11ai011 v111 bear la •ind UIDP'a po11c1 with 
reaard to lntercomtr7 proj1ct1 la the Alla and th• Pacific Realon. In 
tJal• re•p•ct, lt 1aaa hen aaretd that project• •hovld be of tlnite dura­
tion and that laatltutfon. 1hould be encouraaed to be 11lf-•upportlna. 
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0pport1miti•• for UIDP uabtac1 are l4at1fle4 vtmta the aeneral 
fruaevorJt of eectoral aee4a oa the bail• of th• mcleteace of eatabllsh~i 
•dalae17 for lat•r&oTemamtal cooperatlT• arnnaeaenta, th• ex11unce 
of parallel t1c1mlcal eooperatloa requlreMDta .._. comtrie• la the 
H&lcm, and the 41alre a.ona Cnernaent• for 1eaulu cooperation vith 
r•pect to a apeclflc pro•l• area. 

J. llDreonr tile lllulaa vtll alao bear la •1114 the blportaac• of laH1anou 
hmaa n1oarcea 4nelopaeat ha 1111talD1q the trar.8fer proc•••. 

II. Mc:paotJQ 

tadutrlal actl•lt7 bu plqed a••~ lla!ted role IA the dneloJlllGt of the 
leluul ecoaoalea of the loath Pacific r11tcm (14 comtrl .. ). The 10Ye11111eDt• 
of the nb-re1tcm b&Ye c-1ned tlaeMel• .. to tlla dnelo,._t of th• 
f..._trlal aector In aa effort to diYaratt) their eCODOai... '!Illa la4uatrial 
thnst la coul4ere4 aoat effective If aimed 1p1clflcal~ at the .. 11 and 
11841111l acale 1D4u.tr1e1. 

UllDP a11latance OD a 1ub-r .. loiaal acale la the la4uatrlal ••ctor be&ID la four 
comtrlu 11Dder &ll earlier project (lll/13/017), fllwaced bJ coat-0.rlq 
f1mda fraa the Autraliaa DeYeloJMBt A8alatuce lureaa (WI). Ita ula 
purpoae va1 to undertake pre-teaalb111t7 aa4 f ... lblllt7 1t11Cll•• for product• 
lclmtlfled for 1D4laeneoua ... 11 ad ••ell• 1l11cl entrepreneurs. It alao 
lclentl{llcl 34 a111>-proJ1cta vhlcb. vere tlkml up bJ UllDO'• Special lllduatrlal 
lanlces. (SIS) of Vh!cla 12 Ver• allocated $500,000. l fev of theae 
Rb-project• vere Aa1lat&llC1 la Dneloplq ID4 ID4uatrlal latate la hada 
c ... 1 rr0Ylnc1, lolaaoa I1land1 <••7,500) Uld .la•i•tlDCI la chi D•••lo»ment Of 
a Po« 'ri-ceaelna lncluatr~, Vanuatu ($29,000). 

!bl• project 11 lntt114ecl to tnlarae ud build oa tile earlier fb&•• bJ 
pro•ldlna a extenaloa atrYlcea 1pectall1t and •hort-ttna coneultaate to carrJ 
out la-1enlc• tralalna and, atudy toura Which are expected to lead to 
croa1-ferttllzatlon of tdeaa, and 1bartna of exp1rlence. Middle level 
per1onnel for vhlcb Uni tecl Batiou Volunteer• are lntende vUl be a prolllnent 
feature of our •••i•tanc1, .. peclallJ .la area1 where auatalnabllltJ 11 
•••mtlal. 

The.project• output• are expected to be the follovlnas 

(OUtput• la relation to I....Slate ObjectlYe a) 

1. lroacl future poteatlal area• for ••11 and aedlua-acale lndu1try 
denlopmeat ta tena of a•allal»ll re1ourcea, potential urket1 and 
appropriate t1cJmolo11t1 ldmtlflad for each of the partlclpatina 
countrlea. 
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2. CtearlJ deflaecl (or re•lalona to, Vllere appropriate) national 
lach1etrlal pollclea, atratealea an4 dueloiact plau. 

i. ClearlJ 4efla.C (or reYlalou to, Ybare appropriate) ao•erment 
lnatltutloul arruaaaeat1 to pro•lde optS.. IDcatl•e• and :o-1Jppart 
to ln4uatrlal a..reio..-t. 

4. Con of aatloaal ataff tra1M4 la hahetrl•l pollq fonatloa. aD4 
blpleamtatloa, tea1ll»lll~ 11DA171la1 trojeet formlatlon and 
eneulon .... e.nltaq ••ntcu. 

(O.tpau la relation to hae41ate 01tjectl•• It) 

s. Clear~ «•find. proj1ct1 nltul1 for -11 a4 IMdlm-•cale 
haclaat17 COllfleta vttll f ... l'blll~ IM!Jlla, wlaeu deYtloJMDt 
pla. ad flmaclD& n11111HIOD reporta, pnpant tlarnah tb• ••nice 
eewltallld ta J ...... 

(Oatpat• la relatloa to lllaecllat• 01tJtctl•e c) 

1. Uparade Mlbtlla&, prodactloa acl una&IMllt capabllltlee of ... 11 
ad lledlm-acale bd•trlu tlaroap 14 laoc couultaaq a4 
on-the-Job tralalna aenlcea, to be pron41Cl throuaJa 1uch 1erdce1 
•• will be utabllahecl Ill 3 ame. 

1. Group of ... 11 eatrepreev1 tralaed la bulu•• adala1atrat1on and 
lllDA&eaeDt tedmlcauu. 

Coat Sbarfq/Tnet hD4 tr• Autralla for W/13/0171 t201,g3 
PreHnt bada•t allocation for IAl/16/075: (In) tzt1.200 

III. llJIIV or m PIOJIQ. 

A. bno•• ''"' 14t1a1411ou 

n1 prlllary purpo1t of th!• 1ectloa of the extrc111 11 to review 
project IAS/16/075 ta order to 1nerat1 bnotheaea upon vb1ch the 
aub•eciuent neade 11ae1111eiat (lee Sectloa IV) aay be developed. 

In particular th• lli1•1on thould COD9ldtri 

a) Whether, on the ba1la of pa1t perforunce of tbt project, lu 
obJectl•••• Jaovner dHlrable coaceptua11J, aq be Jud1ed amenable 
to !mplemtntatln. aa4 achiev•1nt by aeau of a U1Dr-1upporud 
reatonal ttclmlcal 111!1tance projecta 
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b) Jf the Kiaaloa tJdab dlat the o'bJectl••• cowld be att&lned vldl th• 
npport of UDP tedalcal aaalatance, lt abnl4 lcladfY th• factora 
vldcla b&Ye ao far eitMr facllltat.cl or lll...SeH4 the acblnment of 
tile project•• 1111Mdlate parpoaaa 8DI altS..te obJectl•aa. 

la deteatl•tq the aboYe, the IUaalClll llanlcl eYMSae1 

1) hoJ•c& peat• w helnnY''• 
IUt are tile llOdalltlea atlllze4 for w 111p1 ... utl• of the 
project, ad bv effectlY• Jaaye tlaq .... , 

to Vbat atmt Ila•• eacla of ~ obJectlYea 1teea ad4r .. 1edt 

Ar• tll• obJectlYea rdeYaaCI 

Vbat la tile tallt7 of tbe COU11lt&llclea proYideclT B&Y• th., 
hea raal(lllalY• Ill term of tile •caatck actton• approach and 
appropriate for tile ... 111 ... twa 1cala lD4uatrlal naeda ot the 
IOPAC coatrleal 

• To Vllat eztmt Jiu the UI Yolmteer Input aea 11tlllzedt 

To vt\at extent baa tn-aenlc• tralalq 1114 •t1141 tour• Uken 
place? l&Ye th., bea appropriate? 11 tiler• a core of 
aatlonal ataf f tralucl 1D lmtutdal Po11C7 foraatlcm uul 
lllpl .... tatlon, fea1lbllltJ aaa17•1• 1 project fonmlatlon an4 
ateulOll and conaultaq 1enlce1t If aot, v'bat were the 
COllltraflltl! 

la 1aaera1, are tile output• of the project· reallatlcallJ 
achlevablef 

Vb&t national bduatrlal pollcl••, atrateal•• and de•elo1111ent 
pl1Da ha•• th• project aeaerat .. ! 

To vhat dqree haa the TCDC/ICDC ccmcept ••• atlUzldf Bov 
aaefal 11 It aa a concept.ill lllpl111tatlna a ... 11/aedlum 1eale 
ia4119trial project? 

a) c;oyemnt ln•olygcpt 

What provl1101W - If any - h&Ye the 1W11b1r GoYcrnmeata aade In their 
national ~&•ti to take 0Y1r reaponelblllty for actlYlttea upon the 
t1ralnatlon of UllDP a11t1tancef 

-------------------------- - -
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Vltll tbat la alll4, the ftla•loa 91lou14 UH•• tile eltuatloa vttb 
rqard. to: 

a) "1aat uauaptlona ver• u4e about the reatlaea1 of CoTerment• to 
11tlllz• or follov-11t °" the project•• oatpatar 

lt) ..,.t are the attlcwlu of partlctpatla& CoYu..au reaarclln& 
tJaalr role Qd tmctlOA IA proTl4lq npport to -11/Mdl• 
•cale bl4utrl•• for lllprnlq ._.. .. t, w me of 
appropriate prodeettOD ad urkatlD& Mthodl, ad other 1'alaeaa 
eapabllltleal 

3) frt1•cs pt,111\Y 

tu lll••lan 8lloal4 coul4er1 (•) tJae renlu ada1ne4 ~ the 
1roj1ct1 (It) llcN •ffectl•e~ 0., la&•• .._ •tlllaetl ~ w 
parclcipatla& CoTenmmu aDll the -111 ... l• •lied atr•tr•nr•s 
(c) to Vlaat dqree of effectt• .... vtdl vbidl tralalna actl•ltl•• 
are ntJOrtlaa the Wwtrlal dneloJMDt aoal of Che project; and 
(d) 'boV appropriate .ad co.t-effectlTI llMllYldual tralnln& 
actlntin haY• 1>eea. 

IV. DIU MSISSMlft 

hrM•c M4 11994otog 

ft• prS..17 1"1rpo•• of tide part of tl1e eurc11e 1• not •o audl to aa•et• 
th• 1ffectt•ene11 of pa•t UI tedmical uainance la th• cleYelopant of 
the -lUMCli• ac•l• laduatr1al ••ctor of w aub-reaioa but, rather, 
to •••••• area• of II.Ii and 0212rtpplt1 where extenaal aa•latance can )e 
1ftectiTel7 cleplOJe4 111 the fora of project• vbicb vl11 produc•, to the 
ctat poHiltle, concrete a4 a1a1urable raaulta. It la reeoptsed that 
it aay not be poaalble to ... c all net4• la th• ••ctor - either •ecauat 
••ch need• aceecl Ch• amomt of Haiatuce mm• cm pro•lcle or l»ecaut 
nch ne• ll&1 not bt aaeul>l• to the tYP• of •••lataace UIDP aa1 )e able 
to offer 11114•r the IntercountrJ rroar-•. le 14•at1fY1D& opportunltl•• 
for UJIDf &Hiatuce, the llllalon v111 'bear ill al1UI the pollclt8 IOYtftlDI 
tbe Aala and Pacific r11ion'• lnt1rcount17 Pro1r ... • •• 1•14 down at the 
lleetlna of Aid Coordl11&tora and outlined Ill Sectloa 1 abo••· 

la· tbt aboY• contac, the KlHion vU1 conatder: 

a) The current 1tatu• of the uall/11141• ecale ln4111trtal aector ln 
the •lll>-n&lon lncludln1 all •••H•ent of areu of c11rreat Md .. 
ldentlfled ~ uaalnlq l»oth tbe tollcltt ad vlallH expreHed 'by 
th• GoYernaenu of tb• reaton Ind the f1ncHna1 a••r•ted froa th• 
project'• r1Yltv component of tbl• exerci1e (St• lectlOD III). 
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h) Area• of oDHrt:•lty la vhldl the UIQ)P Iaterco'Ulltry Proar.... ••Y 
aoat effectl••17 ad eftlcleutl7 contribute tovarcle enhulced 
liaduatrltt dtYelopmeat actlYltlea prlaarllJ at the ... 11/aediua 
ecale le•el and tacllltatlD& vlth oar aaalatance lacrea•ed bilateral 
lntereat vlth reapect to Co•ermat H well u prlYate aector in 
bMlaatrlal deYeloJmeat. 

la deteralalaa the •'bO•e, tile Ml11lC1G 81Lcnlld ccmaldera 

Vlaat aodalltlta haYe la tllt pa1t '9D utUl&ecl Q tb• UID? aacl UIIDO 
for project ldeatlfle&tlon, fonnlatl•, apprafaal, lapltMDtatloa 
aa4 tecb1llc11 mad adalnletratl•• backatopplnat Vllat affect ha• thla 
M4 upoa tilt renlta aellle•ed "1 teclmlcal -l•tac• project• In 
the lnduatrlal aectort Are tJae toteattal ila41aatrla1 entrepreneurial 
effort• prla&rlb pdyate aector orleatat14f If ao, t1len bov 
relnaat l• UIDP aealltaac1! What role are bllaterala plaJin& ta 
_.ll/M41• alzed IDd•trlal dnelOJMlltf laforaatloll for th• 
aboYe .., be ohtalnecl froa .. tertal pro•ldt4 to the lltealoa a1UI troa 
coanltatlou with 8o•enaeat, prlYate 11ctor aterprf.11a, UJWP, 
lsecutlna AaenC7 and project repr11entatl••• la the countrl•• 
COQClmtd. 

(lt) Coxll'1Ul•nc CQllllltatni •94 th' fi9!11P"IPt'• 1911 

tlb&t prlorlt7 b&Te .:O.en11t1nta attached to the prOllOtlon and aupport 
of .. 11/aeclt• llzed lDduetrlal deytlopamtr In con81derl111 the. 
c-1tatnt of QoTenuunta the K111l011 •hould look to th• relative 
laportaa~' attached to releYant actlYltl•• In tiational plana, 
national 'bUqet1 an4 the allocation of tund1, ptr.onnel 11\4 other 
1nputa to paat (if •••tlable) an4 evrrent UDP-a11ilted project•. 
Ia there any 1Yldmc1 that parUclpatlon 111 1Jll)P-aa11at1d projecu 
ha1 11lflunct4 the va1 in VAlch aeaber Qoyenuatnt1 currently 
allocate their •••llabl• re1ourc1• to euch veature1t 

v. ggq1w1on Mm grou11g r1ogpug1 or m MISHo• 

A. CoJl,lult.U!W in \)• fhld 

In tulfllllna It• dutie1, ihe Ml11ion. vill tlk• Into account the 
follovlna document1. 

rroJect doc\llent tor W/13/017 (Pb••• I) 

Project docuaeftt for IAS/16/075 (Pba•• II) 

lot• tor the File of January 1985 on Chilean TCDC (CHI/84/001) 
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lrlef GG IAS/13/017 

le1tdent lepreaentatlYe'a letter (URDP, SUT&) of 19 Septtllber 1915 

Stat'Cla Of Project• ldeatlflecl 4arln& llr. rarlnpoar'• •l••lon to the 
Paclflc, October 1915 

IUDO'• tllteraal IYalutlon of W/13/017 (llarcla 1986) 

- tro1re11 report for period Jaau&17 - Dec .. l>er 1916 (IAS/13/017) 

Sacaa4 Quarter 1917 actlYlt7 report (US/86 /015) 

Lilt of cODa11li.:stcle• lapllllmlte4 la 1917 (IAl/16/075) 

lloat of die flndiap will h '-814 ..,_ a aalnatloo of the project'• 
output• am 41acuaatona vlth tho•• moat clo••l.7' coacema4 vi th th• 
project•• Saplaeatattoa. !be 111Hloa ii · required to addreH all the 
cau••tlona r•l••• •'bo••· but ahovld al10 feel fr•• to ...... ~ furtber 
la1aea vlalch It con.lder1 rele•ant to iha fulflllaent of it• o•er•ll 
obJactlYM. 

the IUaelon vlll al10 conault offlclal1 of releYaat IUnlatrlea vhlch .. Y 
include Indu•cr7, PlumlD&, u4 FluDc• Whldl play a crucial role in 
reaource allocation to tb• aector Ul4 other• of releTaace ift the realoft. 
The 1Ua1loa vlll couult .. aar prl•att lutltutiou, c•panie8 and 
contractor• a1 PG••lble, ln•olYed ln aeall/•e4l1111 acale lnduatrlal 
49Ytlofllmlt efforta/proar ... •• 1n the 1ub-r•1lon. The Mi••lO'll will 
aalntdn cloae ltaboa with the IHiclcnt leprHentatiYu ln all of the 
cnntrfe1 •lalttd. Althouah th• JUallon. 1hov14 feel free to dlacu•a vith 
the autbor1t1•• ~oncerned anJthla.& r•l••&nt to lta &11lpu1ait, it la not 
authorized to mate U"1 comitae11t1 011 behalf of the UIDf or UIIDO. 

B. tt.a1gplt a It!n1raa of the halHtip 1U111a 

fte 111H1• vlll •i•lt Fiji, Samoa, SolOllOD t1land8, Papua lev Guinea, 
Urlbati, Vanuatu, fSM, t>ala11, Toqa aad Coot I•land1. lecauae of the 
a•ber of countdll to •lilt the Mi11to11, vU1 h&Te a dx vttk duration 
co11111enclsia 7 April 1911. 

De Jlla1!0ll vi11 be compoae4 of tvo aobtr1: A UllDP repreantati•• and t•• 1tac1er vho la 1pec1al11t in ... 11 1cale buineH pr0110tioa. UKIDO 
repreaentatlve aftd •l••ton ••btr vUl bt an industrial en,1netr and 
apeciali•t in project evalu.tloa. 



- 53 -

!be lllHloa report vlll coulat of tvo cll•tlnct ••ctlou: Oil• vlll 
laTolTe a reTlev of the p~J•ct 14$/16/075, vblle the ocJaar oue to Vlalch 
tile lll11loa vtll attach particular lllportance, vtll coutltate Ul 

......... t of uede ia the realM. Dvina tu r••lev of th• project, the 
lll••loa la retulrtcl to 1111erate clear flndln&• ad l• requNted to 
fomalate nuwen4atlona u to tJa. f11tve of the project. fte lll••lon 
vlll •• debriefed - the UIDP l••ldeat lepreamtatl•• Ill lwa, PIJl &lld 
vtll prepare uut n11alt lta report throup the UllDP Swa office to the 
ma>P and UllIDO headquarter• prior to dapartlq th• 1ul>--rqlon. 
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Amaez II 

Liat of peraoaa coaaulted during the aiaaion 

llmP/UNID01 Suva 

Mr. Jerrold Berke 
Mr. Ratsuki Biratsuka 
Hr. Ivan F. Contreras 

Mr. Ernesto Payoyo 
Mr. Erik de Troyer 

Other Organizations, Suva 

lls. Christine Cornwell 
Hr. Frank Vojtaszak 

Mr. David Taylor 

Hr. John Bovard 

Mr. Chen Zongliang 

Hr. Zhu Darong 

Hr. Dennis Miller 
Hr. Saauel V.G. Osifelo 

Fiji 

Mr. Bereoado Vunibobo 
Mr. Ravitalai Naisoro 
Mr. Brian Singh 
Mr. Ratu rsoa Gavidi 
Mr. Frank Raasey 

Kr. Laisenia Qarase 
Kr. Surendra S ... arma 
Mr. Bill Ngaroka 
Mr. Xe11 Roberta 

Mr. Paul Sloan 

Mr. Ild-al Jannif 
Mr. Raymond Dunstan 

Kr. Atunalaa Bani Druaveei 
Kr. Terry Vateon 
Mr•. loto Vakarevakobau 

Veetern Samoa 

Mr. lam T. Batra 
Kr. Yuido Tohge 
Mr. Don latabaro 
Mr. Sill Apelu 
Mr. -

UNDP Resident Representative 
UIDP Assistant Resident Representative 
1liIDO Senior Industrial De~elopment Adviser 
and CTA of the project 
Extension Services Expert DP/BAS/86/075 
Associate Expert 

Director, Ito 
Development Assistance Officer, Australian 
International Development Assistance Bureau 
Acting Read, British Development Division in 
the Pacific 
Private sector developilent officer, US 
Agency for International Development 
EconOllic Counsellor, Embassy of the Peoples' 
Republic of China 
Third Secretary, F.abassy of the Peoples' 
Republic of China 

South Pacific Econoaic Colllaission 

Minister for Trade and eo..erce 
Permanent Secretary for Trade and Industry 
Director of EconOllic Planning 
Director of Trade 
Manager, Lending Operations, Rational Bank 
of Fiji 
Director, Fiji Development Bank 
Fiji Trade and Development Board 
Bead, s .. 11 Scale Enterprise Development 
Director, Fiji Employers Consultative 
Association 
Fiji Cbaaber of eo...erce 
Suva Chamber of Collllerce 
Fiji Manufactu~ere' Aseoclation 
President of Suva Cballber of Colllerce 
Pacific Island• Association of Chaabers of 
Comerce 
National Bank of Fiji (Suva Chaaber) 
lena Distributor• Ltd. 
lena Dietributor• and Bair Dressing Salon 
(Suva Chamber of Collmerce) 

Deputy lesident lepreeentative, UlfDP 
UJfDP JPO 
UJfV Progra... As•l•tant 
UIDP Progr.... Al•i•tant 
Managing Director, Veeten Saaoa Development 
lank 



Kr • .Joe Lober 

Mrs. Rankin 
Kr. Bob Rankin 
Kr. Robbie Rankin 

Kr • .James w. Barris 

Kr. Kele Tultuaho 

Kr. s. Matoto 

Kr. Paul ICautulte 
Kr. Lisiate 'A' Lkolo 
Kr. D.B. Sahae 

Kr. Paul V. Peabroke 

Kr • .Jeff Strange 

Mrs. Diane Hansen 

Mr. Louis Pagoni 

Kr • .John Boyle 

Kr. Albin Johansson 

Mrs. laua Pacifica 
Ms. Ana Sanft 

Kr. Tupuo 

Vanuatu 

Kr. Japeth Tavoa 

Kr. Brownie Reuben 

Kr. Peter Saleaalo 

Kr • .Japin Tari 

Mrs. Lolo lolingas 

Mr. David Boag 
Mr. Milton Soyu 

Mr. .John IC. Donnan 

Mr • .John Steward 

Mr. Ulf a. Preiwald 
Mr. Prank Kina 
Mr. Robert M. Bohn 

- 55 -

Managing Director, Lober Industries Liaited 
incl. Pacific Alu.tniua Products and 
Voodworlt Joinery 
Manufacturers of silk screen printed 
textiles, woolen knitwear, handaade coconut 
soap, fruit drinks, wines, liquers, garments 

Secretary for Labour, Comaerce Industries 
and Tourisa; Secretary for Finance 
Assistant Secretary, Ministry of Foreign 
Affairs 
Estate Manager, Ministry of Labour, ~rce 
and Industries 
Economist, Central Planning Depart•nt 
Managing Director, Tonga Development Bank 
Oaief Technical .Adviser, DP/TOR/86/002 -
Sllall Industries PrOllDtion and 
Entrepreneurial Development 
South Pacific Leather Co., Ltd., leather 
garment 1181lufacturer 
ltW International, fibreglass surfboard 
manufacturers 
South Seas Yachting Pty. Ltd., fibreglass 
boats and yachts 
South Pacific Manufacturing Co., Ltd., 
woolen knitwear manufacturer 
General Manager, South Pacific Investment 
Corporation Liaited and Managing Director, 
Pacific Corporate Services Ltd. 
Executive Secretary, Tonga Chamer of 
eo..erce, Industries and Workers 
Black coral jewelry manufacturer 
O.G. Sanft 810 (Furniture Division} 
Lolohea Furniture 
Cement block-making 

Principal Assistant Secretary, Ministry of 
Foreign Affairs 
First Secretary, Ministry of Trade, Commerce 
and Industry 
Second Secretary, Ministry of Trade, 
Colls3rce and Industry 
Ministry of Trade, Collllerce and Industry -
Director of DepartMnt of Industry 
Acting Director, Social Development 
Department 
Director, Public Worka Department 
Chief Technical Adviser JP/VAR/85/002 -
Small- and medium-scale enterprises 
prOllOtion and development 
Manaaing Director, Development Bank of 
Vanuatu 
Deputy Director, ESCAP Pacific Operations 
Centre 
Asian Development Bank, Port Vila 
President, Chamber of Collllerce 
Challber of Collllerce and Controller, Iler••• 
Ap Products, Ltd. 



llr. David S. Edson 

llr. Rollingson Isaacher 

llr. Tevanu Anderson 
llr. Jean Paul Virelala 

llr. Georges Joe 

Solomon Islands 

llr. Edauncl Anderson 

llr. Anthony Hakabo 

llr. Moses ltouni 

llr. George A. Tatan 

·~. Francis It. lallaifuila 

llr. Philip Vong 

llr. Baden Frina 
llr. Raymond Saurongo 
llr. Roland Timo 

llr. Snyder Rini 
llr. Mof fati llisikui 
llr. Edvard Bunuehu 

Papua Rew Guinea 

11r. Saauel M. Abal 

llr. Elias Kedek 

Ms. Maryanne Grieg-Grau 

Mr. Michael Baitia 

Mr. Francia Tike 

Mr. David Edwara 
Mr. Dick Snyder 
llr. Denni• Ellingaon 

Hr. Lea Petit 
Mr. John Hardy 
Mr. Peter Jenning• 
Mr. Peter KcConnel 
Mr. lfoaea loliwn 

Jeclarated State• of Microna•!!, 

Den E. Perin 

Mr. Mani Mori 
Mr. Sa• S.B. !lvala 
Dr. w. Morriaon 
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Managing Director. shipowner and trader -
Cbairmm. Association of Northern Vanuatu 
Businessaen 
Vice President. Melanesian Shipowners' 
Association 
Construction COllpally owner 
lletailer. Chief Accountant. Development Bank 
of Vanuatu 
Assistant Manager. Melanesian Shell 
Products. Ltd. 

Peraanent Secretary. Ministry of Trade. 
Collaerce and Industry 
Principal Industry Officer. Ministry of 
Trade, Collllerce and Industry 
Senior Industry Officer. Ministry of Trade, 
Collllerce and Industry 
Ministry of Trade, eo..erce and Industry 
Busine88 Division, Ministry of Trade, 
eo.aerce and Industry 
Managing Director, Development Bank of the 
Solomn Islands 
Director, Aruligo Fiberglass Mfg. Co. 
Director, Aruligo Fiberglass Mfg. Co. 
General Manager/Director, The Rot Bread 
ltitchen 
General Manager, lt+M Industries 
General Manager, Festus Folio and Sons Ltd. 
Secretary, Solo.on Islands Chaaber 

First Assistant Secretary, Policy, Plannihg 
and Information Development, Department of 
Trade and Industry 
Acting First Assistant Secretary, Projects 
and lnvest•nt Division, Departaent of Trade 
and Industry 
Contract Officer, Depart•nt of Trade and 
Industry 
'Research Officer, Department of Trade and 
Industry 
Assistant Secretary, Saall Enterprise and 
Industrial Enterpri•e Division 
UllDO, Acting CTA - PBC/86/002 
UllDO, Saall BudneH Expert - PBG/86/002 
Manager, Development and Apprai1als 
Divilion, ABPNG 
Manager, Retail Hanag ... nt Service•, ABPNG 
AMS Rural and Agricultural Section, ABPNG 
Managing Director, BusinaH Advhory, PIG 
Sogari Rational High School, Read of Science 
Sogari Rational High School, Science 
Depart•nt 

.Ac~ing Director, Depart•nt for Con•ervation 
and le•ource Surveillance 
General Hanaaar, PSM Development Bank 
AdviHr, FSM Developaent Bank 
Advi•er, Office of Plannina and Stat1•t1c• 



Dr. Richard Vhite 
Kr. llelson Ulafvakun 
Dr. Alex Panuelo 
Kr. Pedro Barris 

Marshall Islands 

Kr. VUliaa Alben 
Kr. Donald Capelle 

Dr. Bitilumy Gunasekera 

Kr • .Jerry Xraaer 

Kr. Mike Case 
Kr. Real Skinner 

Kr. Phil Cagle 

Cook Islands 

Hr. Brian Bartrua 

Kr. P01!1811i Teio 
Mr. David r. Vright 

Mr • .John E. Abbott 
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FSM Congress Econoaic Advisor 
Deputy Congressional Econoaist 
Owner/Manager, Panuelo Enterprises 
Executive Director, Econoa1c Development 
Authority, Pohnpei 

Assistant Secretary of Forign Affairs 
Secretary, Ministry of Resources and 
Development 
Chief Technical Advisor TTP/86/400, Office 
of Planning 
Owner/Manager, Pacific International, Inc., 
President, Majuro Oumber of eo..erce 
Treasurer, Majuro Chaaber of ~rce 
Managing Director, Vahoo Island Mariculture 
Project 
General Manager, Gushi Brothers Co. 

Advisor, Ministry of Trade, Labour and 
Transport 
General Manager, Cook Island Development Bank 
Director, Trends Ltd. (Management 
Consultants) 
Governing Director, Aiziki Perf1111es and 
Cosmetics, Ltd. 
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Almez IV 

A Venture Capital .Approach! A proposal 

!he IUssion cocai~ers that a private sector oriented venture capital fund 

could fulfill a very useful function in the region. !his annex provides an 

initial idea vbicb is meant to stiaulate further discussion. 

Background 

In the South Pacific there is no shortage of capital available in 

principle. Several development banks have stated that the aain problem is 

finding fundable ventures. It seems, however, that it is rare for banks to 

take equity stakes in any tJPe of venture, and credits are only available if 

extensive collateral and personal guarantees can be provided. For any nev 

invesi.ent ideas however viable, well prepared and developed that are not 

covered by collateral, it ls virtually iapossible in practice to obtain 

sufficient credit, let alone equity. 

Vbile there are certainly a nuaber of opportunities in the region as well 

as local entrepreneurs, there are in most cases two aajor bottlenecks that 

prevent realization: equity finance.!!!! {export) aarteting know-how. Related 

to this, and varying froa case to case, technical and aanageaent probleka play 

a secondary role. 

The above problea aay be solved for large investments (over 0.5 - 1 

llillion dollars) as private sector investors froa outside the region became 

involved Vith their finance, aarketing know-how and aarketing channeb as well 

as any other know-bow needed (for instance, the Tonga brewery, a joint venture 

between the Government and a Swedish brewery). For saaller projects 

($50,000-$500,000) however the overhead cost for developing, unaging and 

.. aiatina investllent• in the region are just too high for private sector 

entrepreneurs. 
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The llission considers that a possible solution for this proble11 is to 

establish a venture capital fund that would have a portfolio of such .ediua 

sized investments that toaether could carry the overhead. In order to obtain 

the optima llix of capability and •tivation. the fund would be aaoaged by a 

priwate sector organization vith experience in venture capital operations that 

preferably would put up at least lS-20 per cent of the fund theaselves. 

Vorlt:l.111 principles: 

The fund wuld take equity stakes in unufacturiag enterprise• in the 

Soada Paeifi.c Segion; 

Local partners uy be an indigenous entrepreneur. a joint venture 

-~ iacligenous and e:zp1striate entrepreneurs or a resident 

upatriate: 

'!be fund Will normally take not less than 25 and not 90re than 80 per 

ceat equity stakes in enterprises. These stakes Will normally not be 

leN than $25.000 and not be •re than $500 9 000 in any enterprise; 

The fund Will not be 11Ubject to any pressure to invest in any of the 

c:oantrie• concerned. P-ojects vill exclusively be selected on the 

.. •i• of economic viability aad fund aaaagement related criteria; 

'!be fund maagaent should be able to bring in urketing know-bow. as 

well as .... gement or technical assistance vbere required. Tbey will 

attempt to draw upon available technical assistance. 

Init14lly the fUJMI should have available up to approJdaately $2 aillion 

for investment in sa.e lS-20 ventures. 

Kaaaawnt ad finance: 

For tbe 1181U1g ... nt and finance of the operation variOU9 alternatives can 

be coaaidered: 
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a) The ideal structure would be 100 per cent pri.ate capital organized 

and aana.~ed by an existing experience venture capital fira. The only 

Ull role here would be to interest such a fira and provide them with 

contacts and ideas. The above •ntioned working principles will then 

probably be changed by the caapany. Vbile this option is the best in 

teras of organization and 8Dtivation. it is rather unlikely tbat such 

a fira be found. The risks and the operational overhead in the 

region being higher than in many other locatiom and the possible 

YeDtares fever and a.aller. A naaber of other options are available, 

holle•er. For instance: 

b) A mx of private capital and aid funds (UllCDF. bilateral donors!). 

The fund should be run entirely on printe sector lines and be 

_..ged by the (a) private sector partner. This set up could botb 

reduce risk for the private capital pntner ad lover the required 

rate of return. Exact details of such a set up should be worked out 

carefully. 

c) Aid funds as capital • ..uged at a fee by a venture capital lira 

(8Dtivat1on could be brought in by adding some sort of stock options 

to the ..ugement fee). 

It is considered very unlikely by the llission that the development banks 

in the needs region vill be able in the next years to fulfill the larger 

venture capital needs in the Ame ·1nvolved· way. They certainly vill not be 

able to offer the vital aarltetiag and other lmov-hov required. This aeans 

there really is no alternative solution to this critical need than 

establish.eat of a venture capital fund. 
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