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Explanatory Notes

Value of the local currency -~
T = Tala = West Samoan Dollar = WS$
during the period of the project ir terms of United States Dollars:

End of period rates Pericd average
US$/Tala 1978 0.71Ly c.7251
1979 0.3976 0.9156
1980 0.3199 0.9418

Measures

Cocoa - in long tons; 1 long tom = 1.0l6 metric tonnes

Abbreviations

ADB - Asian Development Bank

NPF - HNationel Provident Fund

PMD -  Produce Marketing Division

WSTEC - Western Samoa Trust Estates Corporation




ABSTRACT

The project SI/SAM/T9/801 - Industrial Development Diagnosis -
was initiated in March 1$79 and terminated in June 1573. Based on
appropriate surveys an operative strategy and prcgrammes for developing
the manufacturing sector are recommended. The protectlon of industries,
incentives For enterprises, promotion of industrial investments as
well as export promotion and import replacement activities are problems
veing discussed. They are proposed as tcools and policies %o foster

industrialization.

Due to the importance:cr the couat a note on the developrent of
D ry S

tourism was included in the rezort.

Responding to a request from the Government in 3ertember 15384 the
studies prepared by the recruited consultant Mr. Paul Chen-Young were
reviewed by UNIDO's Industrial Planning Section and issued in a

terminal report.
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PART I: STRATEGY AND PROGRAMMES FOR DEVELOPTNG THE MANUFACTURING SECTOR

A. Introduction

Over the Third Five Year Development Plan peried, there was modest success
in implementing projects identified., .mong the larger impart substitution
industries identified, a brewery was established; a fee? mill plan% became
operational; and a cigarette factory was established. Negotiations are being
finalized with the Asian Development Bank for a loan to modernize and expand
the soap factory. Another project identified, baby weaning food, 1a still being
developed and could be implemented in the current Plan peried. In addition to
those import substitution projects identified in the Plan, factaries were
established for the manufacture of a wide range of products, such as garments,
footwear, food processing, paints, steel fabrisation, plasties, paper products,
mufflers, seft drinks and meats.

Of the projeots identified for exports, only cocemut cream production
became a reality and the immediate growth prospects for this product are favour=
able, The deciaion was taken to proceed with the coconut oil mill and a loan
has been finalized with the Asian Development Bank for implementing this project
during the current Plan period, Another major expert projeet, the prccessing of
fresh fruits, was studied and attempts are being made to attract an overseas
partner for developing the project, even on a phased basis.

To date a total of 55 enterprises have been established under the
Enterprises Inecentives Scheme,

In the current Plan period, Govermment will continue to promote industrial-
ization with impert substitution industries and these with export potential. The
key constraints to industrialization in Samoa are, however, recognized, namely,

2 small local market, high freight rates, and import bsrriers on certain productas
in markets such as Australia, New Zealand and the United States of merica.

But there is acope for further industrial develomment and projeocts will be
ranoted within the coptext of objectives consaistent with national priorities.

B, Qbjectiveg
The national objectives arss
(a) economic development to satisfy the basie needs of

~he Samoan people in terms of employment, food,
clothing, ahelter, health, education and transguctation.




(b) mere widespread public participation in the economic
developmant of the cowntry; and

(¢) a mare balanced development to strengthen the couatry's

economic base.

C, Strategy for Msnufacturing

Those general objectives provide the framework for a development policy
aimed at inoreasing the welfare of the Samoan people. The strategies to be
employed in developing the manufacturing sector for meeting the mational
objectives will be:

(a) more intensive use of existing plant capacity to
increase income and eamployment;

(b) to zenerate more foreigr. exchange earnings and/or
savings from existing enterprises;

{(¢) more intensive use of local raw materials;

(d8) to provide programmes which will ensure a greater
participation of smaller type enterprises in the
industrialization effort;

(e) to promote investment in existing and new enterprises
which will produce goods for basic needs, through
import substitution, and for exports;

(f) to pruaote the use of labour-intensive technology
wherever possible, 30 as to maximise emrloyment; and

(g) to encouraze the locatio- of industry at resource
base as a means of accentuating industrisl decentral-
ization.

D. Specific Progremmes

Tha following are the specific programmes for the manufacturing sector
during the cwrent Plan period.

1o Iariffs have besn reviewed and it ia proposed that they be re-structured
tn onsure that they are used zot only for revenus purposes but as a
development tool. Thus, in geaeral, low rates will apply for irported
raw pmaterials and high rates on imported final goods. These changes
will have three consequencess

(a) lov tariffs on items such as textiles and tools will lower
the cost to many amall operators and enabdble them to benefit
from an industrial development policy aimed at maximum
public participation




-3 -

(b) 1low tariffs on raw materials will reduce the burden on
enterprises which currently have to pay high tariffs on
the termination of the concessicns pericd; and

(¢) because of the low tariffs on raw uaterials, many enter-
prises may be able to proceed with their investment more
expeditiously than would have been the case if application
for concessions were being sought under a system of high
tariffs on raw materials.

2. 4 more deliberate policy on protection will be used to facilitate
the development of local enterprises. Details are as follows:

(a) Since the adninistration of the Enterprises Incuntives ict,
the rate of protection seems fairly high and there are
indications that it is reasonably effective. Conceptually,
it is not only the nominal tariff rate on thne finished
goods whrich reflects the true arotection. The import co-
efficient, the rate of duty on raw materials, and the value
added must be taken into account to measure the "true” or

reffective™ rate of protectian.l/

(b) Protection is a necessary device to facilitate import
substitution but it will not be used indiscriminately to
encourage the production of most imports - especially in
amall sconomies where the market size preclules economies
of scale. The emphasis will be on the production of goods
to subatitute for imports which are used to satisfy the
basic needs of the population, to create employment. =xpcrss
and the greater utilization of local resources. Unless
such a policy is followed, impert substitution industrics
for non essential items, such as electrical goods, will be
encouraged. Once these assembly industries are established,
the mressure to provide foreign exchange for "knocked down
materials" will be great, especially when unemployment in the
assembly plant will result from an inadequate supply of
foreign exchange, The result of such a development then
becomes the institutionalization of a consumer taste ~attern
to support a non-essential impart under the rationale of

1/ The effective rate of protection is defined by:
e=1f-(TwmxHM),
v

Where: e is the effective rate of protection; Tf is the nominal dut-

on imported final gpods; Tm is the nominal duty on imported raw materi-:ls
M is the ratio of raw materials to output; and V is tha ratio value 2di.l
to output.

'




(¢)

(a)

(e)

industrialization. Such industries shall not have any
priority during the Plan period and can only be considered
in exceptional circumstances if they are completely export-

oriented.

Over the previous Plan pericd, the small operator was dis-
criminated against because of the small size of his operation
and the process for obtaining incentives. Accordingly, that
aspecial low rates will be applied on select industries so/all
small private operators as well as larger enterprises will
receive the same concessionary rate on raw materials without
having to apply to the Incentives 3oard.

Because nf the economies of scale in the developed countries,
coupled with export subsidies from certain countries, overseas
suppliers are often in a better position to sell goods at a
lower price than the goods‘prodm:ed locally. This is so even
with the high tariff on imports. The policy of charging
higher tariffs on the imports of finished goods should
increase the competitiveness of locally produced goods.
Eowever, Governments in some developing c- mtries have
still found it necessary to purchase locally produced goods
at a price of up to 10% above the import price in those
cases where it can be demonstrated that local firms are

not able to compete wi;:gt %gxggfted products. Government
will therefore review its/ purchasing policies with a view

to discriminate in favour of locally produced goods and will
also ensure that local productive enterprises receive
preference in the allocation of foreign exchange.

Protection will be granted only to enterprises making a
minimum economic contribution. One acceptable measure is
local value added which is being used in other Pacific

_countries and in the Caribbean and it is proposed that a

minimum local value added of 25% be used when concessions

are being sought.
existing
Where an/enterprise is seeking additional tariff concessions

over and above that available (or granted but expired),
adjustments in the tariff rates will have a direct effect on
profitability and on the degree of protection. Government
will therefore review the importance of tariff changea on
profitability when assessing applications for concessions
and protection.
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*, The Bnterprises Incentives ict is to be amended to ensure that more
objective criteria are established for a more expeditious implement-

4.

ation of the Act and that concessions received bear some relationship

to the economic contribution of enterprises. Among the major amend-

ments being considered are the following:

(a)

(®)

(c)

(a)

(e)

(£)

Discontinuing the requirement of setting values on imported
items subject to concessionary rates thereby removing the
need for an expanding enterpriss to have to seek additional
approval on raw materials, spare parts, and additional
equipnent during the concession period.

Discont.wuing the practice of granting import tariff con-
cession on items partiaily used and on motor vehicles used

outside the plant to avoid abuse.

Granting income tax concession to enterprises without any
limitation to invested capital.

Granting full duty free tariff concession to enterprises
with a minim%nai ]igqal value added of 25% for approved plant

materials, .
anmd equipment,/spare parts, and raw matcrials to be imported.

Granting full income tax concession and duty free tariff
conceasion to enterprises with a minimum local value aided

of 35%.

To encourage exports of noan-traditional goods, all enterprises
operating in an"approved export industry" would be entitled

to income tax concession for 5 years on the oversll profits

of an enterprise in the same proportion as its exports to
total sales, provided that there is a minimum increase of

15% in export value over the previous period.

A major Export Development Programme for non-traditional exports will
be introduced. The key features of the programme ares

(a)

(b)

4 special scheme to be developed with the commercial banks to
previde pre~shipment finance on confirmed export orders. It

is expectad that such funding will be over and above the normal
working capital financing provided by the banks.

An Epport Development fupd is to be establiashed for the principal
purpose of subsidizing freight rates and thereby correcting

one of the principal obstacles to exports o1 non-traditional
products. The initial funding will be #70,000 or approximately
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10% of exports of such products in 1977 and should be adequate
to provide a 33 subsidy on freight rates for the first year.
If the programme proves successful, Government will finance
the Fund on a regular bagis after taking into account export

performance.

(¢) A marketing promotion officer with a knowledge of production
planning and practical sales and promotional experience in
markets in Western industrialized countries, preferably with
a good knowledge of food processing, will be recruited with
the assistance of an international or bilateral agency. Such
a person would have the principal cespomnsibility for developing
non-traditional exports and would identify markets; set axport
targets with local producers; assist them in the actual
mechanics of exporting; and to train a local counterpart.

In addition, steps will be taken to recruit short term
specialized marketing specialists in fields such as crafts
and garments to identify markets beased on local production
potential.

An Indugtrial Technical Assistance Progrsmme, with the emphssis on
local investors, will be developed. Government will seek extermal

assistance to recruit an industrial expert who will devote full time
to servicing the indugstrial sector. Services to be provided will
include: identifying projects potentially suitable for Samoa;

using industry projects prepared by arganizations such as UNIDO,

USAID, EEC, Japan Consulting Institute aad China Productivity Center
to propare pre~-feasibility studies; to provide advice on how to

start a business to local investars; and to train a local counterpart.

4 Fgctory Building Programme providing "shells" to be partitioned and
leased to manufacturers will be implemented at the industrial estats,
To avoid the danger of having un-occupied factory buildings, the
programme will start on a modesat basis with about 12,000 sq.ft of
suitable space and will be expanded if thure 1s adequate effectire
demand. This programme wonld be of gpecial benefit to investars

who do not have enough capital to invest in tuildings., Moreover, by
implementing the project at the industrial estate, advantages wouid
be gained from easier access to ancillary services,
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7. 4 National Investment Fund is to be established. On the basis of a
preliminary propesal, shares now held by Government in manufacturing
and tourist enterprises would be transferred to the Fund whose

functions would include:

(a) the monitoring of Government investments.

(b) initiating equity investment in new ventures with local
and overseas partrers in projects whose viability has been
established; and

(e) encouragement of fiﬁancia.l intermed iaries, private businesses,
and individuals to participate in its investments by the sale
of units/shares based on the combined value of all of its
investments. It would therefore serve as an investment fund
and could be expanded to include all other Government held
equities in commercially viable enterprises. 3y encouraging
public participation, the Fund would foster national savings
by providing an investment instrument and it would alse
enable a larger segrent of the population to benefit from
the growth of industry, Initially, the Fund would be
capitalized on the basis of equities held by Jovernment in
viable tourist/industrisl enterprises and could be in the
order of #1.6 million.

8. A Naticnal Consumer Protection 3oard is to be established with
representatives from a broad cross-section of the community to

receive industries and to assess consumer complaints, price,

quality and availability of local goods.

E. Qutput Prospects

As to the likely investment required by the manufacturing sector dwuring
the current Plan period, the most practical approach is to tabulate the
estimated capital cost for selected projects and to make allowance for additional
projects, Listed below are some estimates,although a more detailed list of
potential projects is shown in the Appendizx.

Project Pixed Capital Cost
Estim%tes Source of Egtimate
Coconut 0il 2,900 ADB Loan Document
Fruit Processing (amall) 850 Study by Beca Jarter
Milk (prepared) 1,250 Food Processing Laboratory
From mill 250 " N n
Broiler industry 750 " " "
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Coconut cream 590 1978 Study for Samoa
Tropical Products
Soap factory 8§50 WSTEC estimates
Paper products 100 Approved enterprise
Furniture 500 Dept. of Beconomic
Devel>pment "guesstimate"
Prepared meats 200 " "
Garments 200 " "
Facvory building 250 " n
Miscellaneous 500 " "
9,190

When compared with projected lending to the industrial sector by the Western
Samoa Development Bank, theg9,190 million for the Plan period 1980-1984 do not
appear to be optimistic since the bank's projected lending to the Industry for
1980 and 1981 is #4.189 million,

In terms of employment, in 1976 "manufacturing" accounted for 712 workers
or 4.,2% of employment in the modernized sector. A survey undertaken in 1979
showed that there was no change in manufactuwring employment,

0f the industries identified for import substitution, some are already
established but there is further scope for expansion. With the change in tariffs
and other protection measures to be introduced during the current Plan period,
it should be easier for local industries to increase their local market share.
Also, there are now over 40 applications awaiting approval under the Enterprises
Incentives Act, which i3 a good sign that investors are responding to the
import-substitution investment opportunities. With the import value of 56 million
for the industries identified there should be scope for substantial savings in
foreign exchange as a result of local production and packaging of bulk imports.




For the export oriented industries the main processed and manufactured goods
are canned coconut cream end timber, with exports of #222,300 and #142,900
respectively, in 1978. In 1980 thers should be a significant increase in the
exports of coconut cream to 5700,000 due to the installation of new machinery
and equipment. The industry also has good potential for exports to the United
States once the product can satisfy U.S. health regulations. The feasibility
of establishing another coconut cream factory is now being explored and coconut
cream could be one of the leading nonetraditional exports. However, problems of
supply of raw materials are being encountered and more careful planning and
collaboration with WSTEC is needed if the full export potential of the product
is to be developed.

There is a good market for Western Samoa hardwood in Australia and other
developed countries and the increased production of Samoa Forest Products showed
result in exports of approximately #£550,000 by 1980.

Other industries, such as the Brewery, Rothmans Cigarette Factory, Match
Factary and Brugger Industries, have been established to produce for btoth the
local market and export. Sales of beer to other Pacific couriries have shown
a potential for increased exports. Exports commenced in Mayrch 1979 and are
expected to total %250,000 for 1980, Export sales of cigarettes from the factory
at Vaitele are projected to rise to S100,000 in 1980. The Western Samoa Match
Company presently has orders of #50,000 for matches to be exported to Pacific
countriea, and orders of 3420,000 for the export of splints. It is estimated
that exports in 1980 will rise to a total of #750,000. Brugger Industries
produces mainly for specific export contracts, and present indications are that
exports could total $500,000 by 1981.

4 number of other enterprises in Western Sampa are exporting on a lizited
scale, The textile printing and garment industry has the potential for greatly
increased export sales, but at the present time the companies producing garments
are producing on a amall scale and are unable to afford the necessary export
promotion that is necessary to increase exports. Annatto seed processing nas
commenced with a view to exporting to New Zealand but problems in the < 'oply of
the annatto seed is leading to relatively low production and limited exports.
Soap production by WSTBC 1s expected to expand with the introduction of new
plant and equipment in 1980.

The export promotion programme in the current Plen period should provide
exporters with greater assistance and incentives to become more export conscious.
Total exports should rise significently, giving greater diversification in the
aconomy and less dependence on the export earnings of the two major agricultural
products. With the export promotion programme it should be possible to increase
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exports of the nop-traditional goods from existing enterprises to £2.5 million
per annum by the end of 1980, This figure could be greatly exceeded when new
export oriented industries are established. One that is expected to earn
some S} million annually is the coconut 0il mill but such exports, will be at
the expense of copra — at least in the initial years until copra output is
substantially increased. A modernized sosp factory could also generate annual
export earnings in the order of 3200,000.




PART II: ©PRQTECTION FOR THE MANUFACTURING INDUSTRIES

A. INTRODUCTION

Many problems have been experienced in the granting of conceasions for
protection. Consequently, Cebinet tock the decision that it would defer action
on all applications until a policy paper on protection was prepared by the
Department of Bconomic Development for consideration by Cabinet. The technical
paper attached to the following set of recommendations is an attempt to deal
with the problem,

B. RECOMMERDATIONS
{. Only those industries which will satisfy the basic needs of the popula-
tion in terms of present imports for housing, clothing, food, health, education
and transportation, and which will be of significant benefit to the economy in
terms of employment, use of local materials and exports, will be encouraged with
protective measures.

2. Caution will be exercised in the promotion of import substitution
industries which produce non-essential items.

3. Government will charge lower tariff rates on imported raw materials for
the mamufacturing sector and higher tariff rates on finished goods.

4. Government will provide protection by lower tariff rates on raw materigls
for those industries in which there could be widespread public participation
with concession benefits not going to only a few select firms. Such industriss
will be designated by Cabinet upon the recommendiation of the Incentives Board.
One obvious industry is "Garments",

5. There will be no discrimination among enterprises in any one industry.
A1l entarprises will be charged the same tariff rate on raw material. Government
will not encourage unfavourable competition among local industries by granting
concessions to any new enterprise when those of existing enterprises terminate.

- 6. Besidas higher tariff rates on non-essential imports, consideration
will be given to using licences and foreign exchange allocation to restrict
imports e.g. beer, cigarettes, soft drinks, paints, sausages, electrical appli-
ances and motor vehicles. 3But price, quality and adequacy of local supply will
be taken into account.

7. Government will encourage local manufactwring when justified by purchasing
local goods at up to 10% above the price of comparable i'~orted goods. This is
to protect against dumping and unfair competition from overseas suppliers.

8. Raw materials for producing local good3 to meet the basic needs of the
population will be given high priority in the allocation of scarce foreisn
exchange. Hrery effort will be made to ensure that local production is not
hampered by insufficient foreign exchange allocation to local enterprises.




9. No enterprise will be granted protecticn unless it can demonstrate that

a minimum economic contribution, expressed by local value added, will be mads.

The Board will specify from time to time what it considers to be an appropriate
"local value added" (i.e. scles less all overseas payments). A suggested value
is 29%.

10. Where an enterprise seeks special tariff concessions on raw materials,
Government will consider the extent of its economic contribution, the effect
of tariff charges on the company's profitability, loss of govermment revenu:s
and any other concessions being received by the enterprise.

1. Government recognizes that protection has to be reviewed on an industry
basis from time to time and that it is only one tool to encourage the develop-

ment of industry.




C. TECENICAL NOTE ON PROTECTION FOR THE MANUFACTURING
AND PROCESSING INDUSTRIES

1e Protection may be applied by various techniques, such as, specific taxes,
import surcharges, advance deposit on imports, export taxes and subsidies,
multiple exchenge rates, quotas, licences, sxchange control, and tariff rates
on raw materials and on competitive imports. In Western Samoca, the main tocl
used is the tariff rate. But because tariffs on raw materials are high and
fairly close to the same rate on finished goods, tie tariff structur: has been
used mainly as a sowrce of revenue rather than as a deliberate developmental
tool.

2. Conceptually, it i3 not only the nominal tariff rate on the finished
goods which reflects the true rate of protection. The import coefficient, the
rate of duty on raw materials, and the value added must be taken into account
to measure the "true” or "effective" rate of protection.lj 4s shown in

Annex - from a sample of eight firms receiving concessionary tariff rate on
rav materials,sever were enjoying an effective rate of protection of over 100%.
At the full tariff rate, the effective rate of protection ranged from 3% to
5€% for five Tirms. The rate of protection is therefore fairly high and there
are indications that it is reasonably effective. From Annex 3, most of the
induatries which commenced operations accounted for more than 50% of the local

market. Other selec*ed data for firms are shown in Annex 4.

3. Protection is a necessary device to facilitate import substitution but it
should not be used in.iscriminately to encourage the preduction of most imports
— ospecially in amall economies where the marizet size precludes economies of
scale. The emphasis should be on the production of goods to substitute for
imports which are used to satiafy the besic needs of the population in terms of
material for housing, clothing, food, health, education and transportation.

Unless such a policy is followed, import substitution industries for non essential

items, such as electrical goods, will be encouraged and w#ill make it more diffi~

cult to introduce import restrictions on non-essontial items. Once these assembly

industries are established, the pressure to provide foreign exchange for "kmocked
down materials” will be graat, especially when un-employment in the assembly
plant will result from an insdequate supply of foreign exchange. The result of
such a development then becomes the institutionalization of a consumer taste

pattern to support a non-essential import under the rationale of industrialization,

1/ The effective rate of protection is defined by:
2 =7 - (T z ¥)
v.
Where e is the effective rate of protection; Tf is the nominal duty
on imported goods; Tm is the nominal duty on imported raw materials

M is the ratio of rav materials to output; and V is the ratio of value
added to output.
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4. As pointed out, the tariff rates are not being used as a deliberate
instrument to fostsr develcpment. This can be corrected by charging lower rates
on raw materials and higher rates on finished goods. 4lso, to minimize revenue
losa, a system of substituting excise duties on certain finished goods produced
locally could be introduced. Under a tariff system, competition will tend to
keep local prices down and would discourage a pricing policy of local goods to
earn windfall profits. If the local product were to be sold at a pre~excise
price to reflect the decrease in material cost, any substitution of the excise
tax for the reduction in the import duty would not necaessarily increase local
output. Only a larger market share would result in an increase in output.
Hemce, the tariff on the imported good should be increased and/or import controls
introduced.

Se If the policy of low import tariffs on rav materials were to be offered

to all persons engaged in the processing of raw materials into a finished

product for gelected industries (e.g. imported textiles for the garment industry),
there is the danger that commercial enterprises which are charged an excise duty
on production would be at a disadvantage to small operators from whom it would

be difficult to collect excise duties., While this possibility is recognized,

it is Govermnment's policy to modify the incentive scheme to industry to facilitate
both the large and the amall operator, especially since the amall operatar has
not enjoyed many concessions because of the small size of his operation. There-
fore, from time to %time select industries will be dosignated as gpproved industries
allow both small operators and other enterprises to obtain special concessionary
rates on raw materials without having to apply to the Incentives Board. Omne
obvious industry which could be declared as "approved" with a special concesaion
rate on imported raw materials is "Garmemts".

6. Thergn are cases where new enterprises are seeking concessions which have
expired for/existing enterprise within an industry. If suck concessions were to
be awarded, unfair competition would be created against the existing enterprise.
To avoid such an anocmaly, Govermment will administer the incentives in such cases
on the basis of two principles: (a) it will not foster unfair competition and
will charge one tariff to all enterprises within an industry; and (b) it will
not encourage ne¥ entry into an industry by the granting of concessions where
existing enterprises within that industry are "adequately” serving the local
market. In determining "adequacy”, matters of price and quality, along with
market share, will be taken into account. Aas a rough guide the local market
could be deemed as being "adequately serviced" if local production accounted for
75% of the market.




Te An anaiysis of the Customs Tariffs was undertaken to identify those items

for which tariff changes could be considered to reflect the policy of low
tariffs on raw materials and hizh tariffs on final goods. On the basis of
current tariff rates, the estimated tax contribution in 1977 would be £3.499
pillion. Using the same import values and the proposed changes in the tariffs,
the implied tax contribution would be $3.536 million. The net tax contribution
when the new rates are compared with the old rates would be plus §§7,000.

8. Since some imports will be replaced by local production, while others
will decrease because of the price elasticity of demand, further adjustmer s
could be made to show the net difference between customs duty collected on
declining imports of final goods. This relationship will have to be watclhed
carefully but the calculations for the changes in the tariff structure show <ha*
it would be a feasible proposition to modify the tariffs without the need Jor
imposing excise duties on a widespread basis. Moreover, the major impcr: itaz=s
for which import substitution is talting place (e.g. beer and cigarsttes) ars

already subject to excise duties.

9. While the proposed tariff adjustments covers a large number of itewus, no
changes have been proposed for alcoholic beverages, cigarettes and motor
vehicles. These are obvious items on which the import tariff could be increased.

10. Increases in the tariff rates invariably lead to an increase in the cost
of living. With "Food" representing 61% of "4ll Items" in the Consumer Price
Index; and with imported meats representing about ¥ of "Fcod", imported ueats
would represent approximately 5% of "All Items" in the Price Index. The proposed
tariff rate on imported meats is 50% or an increase of 47% from the presert rate
of 34%. The implied increase in the Consumer Price Index from the new :ariff on
meats would be 2.3%. Substantial increases have been proposed for other import
items but a major reduction has been proposed for textiles, an item which is
used mainly by the entire population. A crude "guesstimate" on the impact cf
the proposed tariff changes on the Consumer Price Index is an increase ¢f sbout
three percentage points.

1. Because of the economies of scale in the developed countries, coupied
with export subsidies from countries such as Australia and New Zealand, overssas
suppliers are often in a better position to sell goods at a lower price than the
goods produced locally. This is so even with the tariff on imports. Governments
in some developing countries have found it necessary to pay a pramium of up to
10% above .the import price in those cases where it can be demonstrated that local
firms are not able to compete with imported products. Government will therefore
review its purchasing policies with a view to discriminate in favour of locally
rroduced goods.




12. Foreign exchange budgeting will be rigidly adhered to in the foreseeable

future. This means that the priority in allocating foreign exchange shauld be

to basic commodities and essential zoods. This is now down to a certain

degree, but the present policy needs to be re—inforced since enterprises in the
distributive trade now have a zreat degree of flexibility with their imports.
Moreover, certain manufacturing enterprises producing goods nzeded for develop-
ment are experiencing difficulties in obtaining foreign exchange and may have

to curtail their operations. Such a bottleneck defeats the industrialization
effort by causing disillusionment ard dampening investor iritiative. Lcrordingly,
the proposals in Cabinet submission by the Department dated 7 May 1979 are
supported and are listed below:

(a) Imports of goods and services should be clagssified on a functional
basis e.g. 0il, basic food, raw materials, services and debt
payments, capital goods (machinery), motor vehicles and other
imports. Projections should be made of the foreign exchange
that is likely *o be available for the rest of 1979 and for 1980
and shoulc be allocated along the functional categories indicated.

(b) L4fter meeting the basic import requirements in terms of oil,
basic foods, debt repayments, and raw materials and spare parts,
what is left should then be allocated to the other import

categories.

(¢) To avoid administrative bureaucracy, foreign exchange shouli be
allocated to enterprises (Goverrment and private) to meet
payments in the priority categories. All other payments would
be allocated an a pro-rata basis to commercial enterprises who
are importing the other types of goods, although some of these
enterprises may be allocated part of the foreign exchange
reserved to purchase basic commodities.

13, Protection will be granted only to enterprises making s minimum economic
contribution. One acceptable measure is local value added which is being used
in other Pacific countries and in the Caribbean. Local value added is
calculated by subtracting the following items from the amount the manufacturer
receivea from the sale of hia products, ex factory:

(a) Value of all raw materials, fuels, components imported from
outaide Western Samoca.

(b) Wages and salaries paid to workers who are not nationals of
Weoatern Samoa,




(c) Profits remitted to individuais or campanies cutside

Western Samoca.

(d) Ainy amounts paid to foreisn companies or individuals
regident outgide of Western Samoa for *echnical services,

management fees, etc.

(e) A&llowable depreciation on imported machinery, plant and

equipment, and spare parts.

It is proposed that & minimum local value added of 25% be used. Local
value added could be modified to provide a special bonus for using local labour
by the formula:

v (100 - W)
T1CC
Where "V" is used value added and "W" is wages and salaries paid to

nationals expressed as a percentage of total sales.

14, Where an enterprise is seekinz additional tariff concessions over and
above that available (or zranted but axpired), adjustments in the tariff rates
will have a direct effect on profitability and on the degree of protection.
The juestion of efficiency and its effect on profitability must be recognized
but the practical implication is that those enterprises industries earning a
high rate of return are in a stronger position to do without the concessions
while the others are in a weaker position to operate without the concessions.
To illustrate:

Case 4 Case 3

Sales 174,529 492,000

Material 82,305 309,764

Duty (25%) 27,435 44,885 (duty 12.7%)
Net Profit 30,007 63,040

Duty (42%) 34,568 139,394 (duty @ 45%)
Adjusted Net Profit 22,874 (31,469)

Net Worth 71,408 113,535

Capital Employed 71,930 197,441

Adj. Net Profit/Net Worth 3% -

adj. ¥et Profit/Capital Bmployed 3% -

With Case A, the company could absorb an increase in the tariff rate from
25% to 42% amd still earn an attractive return of 3% on net worth. With Case B,
the company ould be earning a high rate of return of 55% on net worth before the




new rates or raw materiasl. However, if the new rate of 45% were imposed, a

once profitable company would incur losses and be ferced to discontinue
operations. In both cases it is assumed that the upper limit on prices is set

by competitive imports.

15. Many measures exist to calculate profitability performance but, for the
manufacturiag sector, it is suggested that the two realistic measwres are the
ratio of net profit to net worth (i.e. paid up capital and reserves) and to
capital employed (i.e. net worth plus short and long term borrowings). Return-
ing to Case A, the rate of return is high even after paying the high rate on
raw materials, since a rate of return of 20-29% on net worth is satisfactory.
But even though it would bYe earning 32% on net worth after the increased tariff,
the effective rate of protection would fall from 67% to 45%. (ses attached
illustrative example on the computation of effective protection in Annex 5.

The company would then have to use a more competitive pricing policy in order to
meintain its profit levels by aiming for a larger share of the local market.
Policywise, therefore, it would be to the country's benefit to raise the tariff

rates on raw materials.

16. With respewt to Case B, a situation exists whereby the company is doing
extrsordinarily well at the 12.7% concession rate on raw materials but would be
forced to close at the 45% normal rate. Therefore, since the Government's tariff
policy is the determining factor on whether the company operated profitably or
not, a fundamental policy question has to be faced i.e.: Should not the Govern-
ment set selected target profit rates for industries receiving concessions,
especially those whose incentives have expired and additional benefits are being
sought?

17. It would seem inescapable that Govermment has to set profit rates as

guidelines to be used by the Departmemt of Economic Development in evaluating
lications for additional concessions. Such rates should NOT be publicised

$o gvoid cries of regimentation gnd controls by the business gector. Referring
again to Case B, if a rate of return of 20% on net worth (which would correspond
to about 12% retwrn on capital employed) were considered as reasonable, the
implied net profit would be %22,707, instead of #63,040 at the concessionary
tariff rate and a logs of #31,469 at the normal rate. Additional tax revenue
would be #40,333, resulting in total import duty on raw material at #85,218.

The implied new tariff rate would then be 28% and the effective rate of
protection would fall from 127% to 71%. Aigain, there should be positive national
economic benefits by increased competition with the local compamy aiming for a
larger share of the local market to maintain profit levels.




18, In suggesting guidelines on profits it should be emphasized that no
rigid formula or rate of return should be adhered to since the capital structure
of entermrises will differ. Nevertheless, because changes on tariff rates will

have a definite effect on profitability, in deciding on the level of tariff
rates which would be justified when additional concessions are being sought,
the Department should, as a matter of policy, do the necassary calculations to
trace the effect of such changes on the profitability of enterprises.

19. On a final note it is recognized that protection is only one of the many
tools to foster industrialization. Accordingly, other complementery policies
will be pursued in the strategy to develop the manufacturing sector.
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PART ITI: PROPOSSD JAMENDMENTS TO THE ENTERPRISES INCENTIVES ..CT

(For the Enterprises Incentives Act 1965 see Amnex 7).

1e

2.

Je

4e

5.

6.

Short Title: No changes
Interpretation:

(a) Correct "Enterprise means the person® to "Enterpriser means

the person®,

(b) ™inister" means the Minister of Economic Development and no

Minister of Finance and Economic Development.

(c) Substitute "Tax concession period" instesd of "Tax holiday
period” and delete "business licences" from the sentence.

Delete "any period up o five years"” and gubatitute "five years"

to avoid arbitrariness in award of the concession period as now
exists.

Administration of the .ict: No change

Egtablishment and members of Incentives Board:

(a) Papa 2 (a) - delete "voting®

(0) " 2(a) (i) - gdelcte

(e) " 2(b) - delete "The following ......... ve

(e) Add a paragraph to the effect that Cabinet may appoint two

other menbers from the public.

Note: The proposed amendment means that the Minister will be the only
elected politician on the 3oard. His position as Chairmman is justified

on the grounds that he has de jure responsibility for industrial development
and should be intimately involved in decision-making. In some countries
Ministers do not sit on Boards. 3ut because of Samoa's size and leadership
tredition, it would be prudent for the Minister to serve as Chairman. But
there are valid reasons not to have elected members of the Legislative
Assembly on the Board to avuid politicising the Board's work. The Minister
would, however, appoint two other members from the public to provide a
balance to the technocrats (the Director, Financial Secretary, Commissioner,
and Collector) whom should be members in their own right and not as non-voting
members. OUnder the proposal, thare would be a total of nine members of
equal rights and responsibilities, except the Chairgman who should always
have a casting vote in the case ¢of an equality of votes.

Deputies of mambers of Board: This entire section should be deleted.
Torms of appointment: Delete all references to deputy members.
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7. Meetings:
(a) Delete "voting" when preceding members (since it is superfluous)

and all references to deputy members.
Note: 4ll members will have voting rights.

(b) In para 7 (2), substitute the word five instead of three so
that a quorum would be five,

(¢) after para 7 (7) gdd ™A Member of the Board shall declare
interest and shall not participate in the deliberations on
any application in which a member has a direct cr indirect
financial interest."

8. Remuneration and =llowences of Board members:

Yo changes, but check references to clause (i1) of Section 4.

9, Members and officers to maintain secrecy:
In para 9 (2) gubstitute "thousand tala" instead of ‘hundred pounds".

10. Lpplication for approval order:

(a) Pgrg 2 (c) shouwld be simplified. A suggested re-wording is
as follows:

"Phe nature of the new enterprise or expansion of existing
enterprise, the resulting product or service, the price at which
the applicant expects to be able to market the product or service,
and a financial forecast of operations for a*t least the first
5 years".

(b) Parg 2 (d) should be expanded to include "the estimated market

size®.

(c) Rarg 2 (e) should be amended. A suggested re-wording is as follows:

"\ description of the project cost showing the fixed and
working capital requirements and the estimated source and form
(caah or otherwise) of financing”.

(d) Parg 2 (f) should be amended to egclude vehicles and partial use
of imported items at concessionary customs duty rates. A4 suz;csted
wording is as follows:

"L description and estimation of the cost of building materials,
and other articles which the applicant claims will be required
exclusively for the establishment, expenaion, operatiom or conduct
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of his enterprise and for which application is being made to

obtain concessionary customs duty rates",

(e) Paras 2 (g) and (h) should be excluded since approvals from the
relevant Authorities would have to be obtained before the

commencement of operations, Furthermore, the processing of
applications for concessions may be unduly held up while
applications for approvals are being processed. (See 14-h).

(£) In pars 2 (4) sdd the words "terms and™ before "conditions" and
delete all words after "initially". It is unrealistic to expect
a description of the duties of each employee over a 10 year period.

(g) In para 2 (k) substitute five instead of ten.

(n) In pera 2 (n) add the words "if available" after survey.

11. Existing enterprise producing similar product: The first sentence should be

gubstituted by the following:

"The Director, if he considers that the enterprises may unduly
affect any existing enterprises producing a similar product in Western
Samoa after taking into account market size, capacity utilization,
efficiency, and profitability of existing enterprise(s), shall” ——

The reason for the proposed change is that specific criteria do
not now exist as a result of which differences in legal interpretation

of this paragraph have arisen.

12, gctor to report Bo : No changes

13. Board to report to Cgbinet:
Delete para 13 (2), and substitute the phrase: "After the Board has
considered an application, it shall submit its decision to Cabinet
along with any other information as may be required by Cabinet”.

14. binet rove onterprise:

(a) Delete "Cabinet may approve enterprise" and gubstitute "Board may

approve enterprise" and for gl] paras in this section Sybatitute
the word Board for Cabinet,

(b) Add to para 14 of (a) the words "in accordance with the conditions

specified in paras 18 and 21",
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(o) Delete para 14-1 (d) since this is already covered in para 11.

(d) 4dd to para 14 (3) "The decision of the Board on each
application shall be final unless there is a dissenting vote
in which case the application shall be sutmitted to the Cabimet".

(e) Delete para 14-4(b), add a new para as follows:

"The concessions awarded in accordance with the provisions
of paras 18 amdt 21",

(f) After para 14-4 (b), gdd a new para as follows:

"The concessions awarded in accordance with the provisions
of peras 18 and 21",

(g) In pera 14-4 (c), gubstitute the word "concession" for "tax
holiday”,

() 4add para 14~4 (d) "Any other condition which the Board may
decide to impose" (e.ge approvals from the Directors of Works
and Health and availability of title).

(1) Delete para 14-4 (e) since it refers to partial use of an
article.

15. JNotificgtion of order or refugal: No changes

16. Subsequent application: No changes

17. Extension of tax holiday period
(a) Change title to "Extension of concession period".

(b) Substitute the word "concession" for "tax holiday" in the
gecond line.

(¢) gubstitute "Board may grant additional concessions" for
"Board may grant an extension of that period”.

18. Relief from cugtoms duty:
(a) In para 18-1, gubgtitute the word "concession” for "fax holiday".

(b) Delete para 18-3 since the implication is that Board would, in
para 18=1, set a value on the imports of raw materials and, if
such a value were exceeded, the enterprise would need to seek
additional approval for more raw materials. The setting of
values on rav materials is unnecessary and only creates additional
red-tape. Once materials to be used in an approved enterprise
have been granted concessionary duty rates, the enterprise should
be permitted to import all requirements until the end of the
concession period.




(c)

()

(e)

Delete para 18-5 since concessions should not be granted to

i.tems which will be partially used. There are too many
administration problems invelved to estimate the "proper®
percentage use of the item and supervisicn. This provision
could also lead to abuse.

4dd a new paragraph to read: "in enterprise seeking duty
free concession shall demonstrate that it will contribute a
minimum of 25% local value added as defined in para 21 and
the review provisions after the first three years and the
next two years to determine wiether the local value added
contribution has been satisfied. In cases where the local
value added ia below the 255 ainimum, the enterprise shall
be charged the noraal tariff rates.

4dd a para as follows: "Enterprises receiving duty free
concession for the importation of approved plant, equipment,
spare parts and raw materials, will enjoy that privilege

during the concession period.

19. Special provisions relgtinz to articles gcgquired free of cugstomg: No changes

20. Restriction upon disposgition of articles acquired free of cugtoms duty:
No changes.

21. Relief from income tax:

(a)

(b)
(e)

(2)

The firat section paragraph 21-1 should be substituted to
incorporate the proposed concessions below but with reference
to the Income Tax Ordinance 1955. Aifter spelling out the pro-
posed changes below, continue with the paragraph: "Provided
that, if at the erd ....... cesesascrsnnee ... income tax".

Correct para 21-2 for the deletion of para 31-3.

Delete para 21-3 since the tax holiday period is to be
generalized and need not be limited to capital invested by
shareholders. In many cases investors are concerned not
only with their own invested capital but with total capital
employed by the enterprise, i.e. the net worth of the ccmpany
plus short and long term borrowings.

In para 21-4 gubstitute '"the dividends and profits" for "dividend
be received from profits", The reason for this amendment is that
in certain countries, like the United States, income earned abroad,
but not repatriated as dividends, may be subject to taz.
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Only "spproved enterprises" providing a minimum economic contribution
expregsed in terms of local value added to sales shall be entitled to

any income tax concession.

Local value added is calculated by subtracting the following items from
the amount the manufacturer receives from the sale of his products, ex

factory:

(a) Value of all raw materiala, fueis, components imported from

outaide Western Samoa.

(b) Wages and salaries paid to workers who are not nationals of
Vestern Samoa.

(¢) Profits remitted to individuals or companies outside

Western Samoca.

(d) any amounts paid to foreign companies or individuals resident
outside of Western Samoa for technical services, management

fees, etc.

(e) 4llowable depreciation in imported machinery, plant and
equipment, and spare parts.

Local value added could be modified to provide a special bonus for
using local labour by the formula: .'L.LLO_O_:._Q' V" is used value added and

V100
"W" is wages and salaries pald to nationals expressed as a percentage of
total sales.
types of income concegsions are pr :

(a) The Minister will from time to time designate certain products
or industries, depending on their complexidy, as "approved™ for
the purpcse of granting income tax concession. Enterprises
nmanufacturing the "approved product” would seek approval to
be designated as an "approved enterprise” and would be obliged
to contribute a minimum local value added of 39% in order to
be eligible for an income tax holiday. No enterprise would be
entitled to income tax concessior. if the local value added
contribution were lesa than 35%.

(b) The Minister will from time to time designate an industry on
an "approved export industry". Subject {0 a minimum 25% local
value added contribution, all enterprises operating in an
"approved export industry” would be entitled to income tax
concession for five years on the overall profits of an enter-
prise in the same proportion as its exports to total sales,




provided that there is a minimum increase of 15% in the value
of exports over the preceding period.

In regpect to (a), annual 2nd technical revorts sutmitted %o tre Ccmmissicrner
would be assessed on the basis of the averages of the first three years and the
immed iate next two years to determine whether the stipulated local value added
contribution had been satisfied. In respect of (b), the moving average for
three years would be used or, in the case of & newly established enterprise,
annual sales until the three year moving average can be established,

To 1llustrate the income t ax concessions being proposed under (v).

Lssume total sales of 100,000 of which exports are $20,000 in Period 1.
If in Period 2, sales were to increase to $150,000 and exports to $40,000,
exports as a percentage of total seles would be 27% and exports would have
inecreased above the minimum 15% requirement. Therefore, the enterprise would
be entitled to an income tax concession of 27% and would pay tax on 73% of
profits. If in Period 3, total sales were to increase to #200,000 and exports
to S45,000, the enterprise would have increased exports by only 12.5% and would
therefore not have met the minimum raquirement and would ngt be sntitled to any
income tax concession. If in Period 4, exports were to increase to £55,000 out
of total sales of 210,000, the enteryrise would have achieved the minimum
increase in exports of 15% and would be entitled to an increase of tax concession
of 296. Note that only the increase in exports were used as the dasis for
granting income tax concession, in Period 2 the enterprise would have been
entitled to a 100% income tax concession instead of the 27% as a result of
stipulating the concession in terms of the ratio of exports to total sales.

22, {Annual Report: No change
23. Excusing compliance with Business Licenceg Ordinance 1960: To be deleted,

24. Revocation of approval order:
After the word "unsatisfactory” in para 24-1 (e),

34d para 24-1 (d) as follows: "The enterpriser fails to comply in
respect of the requirements of paragraph 22" and complete
with "may call UPON eececeacscreenssso future actions",

5. H f Stgte d sch 8: No changes
26. Offences:

(a) Delete "in default of payment thereof to be" and mybstitute
"or imprisoned for a term not exceeding twelve months”.

(v) Delets para 24~3.

27. Repeal and Services: No changes.
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PART IV: REVIEW QF CURRENT EXPCRT AND IMPQRT REPLACEMENT ACTIVITIES

Introduction

1. our paper (T-p- 7-13) ) on the state of the economy drew attention
to several problems connected with the country's trade situation. These can be
summarized as follows: (a) a progressively widening gap between exports and
imports which, 1. 1978, amounted to #32.0 million tala; (b) an acceleration in
commodity imports reaching $40.0 million tala in 1978; (c) a lethargic export
performance which in spite of generally favourable prices reached only #.0
million tala in 1978; (d) a continuing decline in the volume of export staples
especially cocoa and banaa: and (e) a sharp fall in our international reserves
which at the end of 1978 amounted to just over #4.0 million tala.

2. The large gap of 532,0 million tales tetween expert and imports appears to
have triggered off considerable public conzarn. It should be said at the cut-
set, however, that just looking at the export-import gap gives a misleeding
and inaccurate picture of Western Samoa's overall balance of payments position.
Por one thing, it does not account for earnings of foreign exchange from other
sources such as tourism, personal remittances, unilateral grants and loans
made in the international maciket. It also does not take into account the
country's borrowing capacity which may be well under-utilized. Nonetheless,
the present outcry over the state of the country's balance of payments -
exaggerated or not - have pinpointed the need for corrective action on the part
of the govermment. Govermment has already, in fact, acted to reduce imports;
and seems well aware of the need to strengthen and further expand gxports.

3 As requested by Cabinet, this paper will present some proposals designed
to stimulate exports and to effect more import saving activity. In recognition
of Cabinet's interest in seeing same quick results, this submission pays
particular attention to guidelines and suggeations whose possible implementation
will bring about results in a reasonably short period of time. Proposals on
long term projects and policy are givexn later in the paper, but in much less
detail.

4. To assist Cabinet in its deliberations on these matters, we have
apvended two tables forecasting the country’'s exports and trade balances
for 1979 and 1990 {Annexes 8 and 93).

Sopra

Se In 1678, there was a sharp decrease in the volume of copra exports
compared to the previous year: from 17,754 to 13,793 metric tons. However,
viewved from a long-term parspective this is not as dramatic an occurrence

a8 may geem at first sight: over the last 25 years, production has always
fluctuated sharply from one year to the next, with exports ranging from delow
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10,000 to over 19,000 tons. Moreover, the latest monthly report from the Copra
Board indicates that production is now slightly rising again. The problem
appears to be not that production has suddenly declined, but rather that copra

exports have not increased for several decades.

6. A long-term problem demands a long-term solution. In the case of copra,
some solutions have been talked about for years: replanting of old stands,
development of higher-yielding varieties of coconut palms, application of
fertiliser, keeping plantations free of weeads.

7. The replanting scheme has been extensive, but so far it has failed to

raise copra production.

8. The development cf hybrid varieties is a long-term exercise which is
expected to take another five years. An immediata ctrategy is to boost the
production of the old stands by the application of fertiliser, until such

time as new varieties became available.

9. The problam of better management of the plantations (application of
fertiliser, cleaning of weeds, more efficient collection of nuts etc.) must
be looked at immediately.

10. It is suspected that a significznt prcpor<ion of the coconuts is not
being collected by the farmers, mainly *hose in distant areas and in areas
where harvesting is difficult because of heavy weed growth. As a measwre to
boost exports in the short run, this Department sunports the propogal for a
campaign to collect coconuts, e~ mrde by the Agricultwre Department in a paper
dated 26/4/79 and now implemented by WSTEC. It is essential that we study the
reasons why plantations are not managed better, in order to determine what
will be the best measures we can take to maximise production, In particular,
the profitability of copra production must be compared with that of other
crops. A sample survey should be carried out in a combined effort of the
Departuent of Agriculture and Ecomomic Development.

In addition, the purchesing programme of the Copra 3oard
peeds g thorough review to see whether the Board should itself be more involved
in the purchasing of coconuts for conversion into copra in order to improve
quality.

11. A _proper assessment must be undertaken to ascertain the most advante

ageous manner in which the coconut gshould be exported (i.e. as copra, coconut
0il, coconut cream and husiked nuts). The indications are that when the new
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coconut oil mill comes on stream, the demand for coconut mill will be in the
vicinity of 25,000 tons per annum and there will be competing claims on
available supply which might not reach that target. A detailed and compre-
hensive supply/demand plan with criteria for rationalization for the optimum
use of cocomuts in terms of foreign exchange earnings is a matter of great

urgency.

Cocoa

12, During the 1950's and 1960's, cocoa exports ranged from 3,000 to 5,000
long tons per year. In 1972, however, exports dropped to a mere 1,500 tons
and gince then they have remained near that level., In 1977 the figure rose
te 2,157 tons, but in 1978 it dropped again to 1,182 tons, mainly due to bed
‘weather. The long-term decline appears to be caused by the black-pod disease,

13. On the price side, the situation has been very favourable for zany
years; prices have risen steeply since 1970, even though they have come down
frem a sosring maximum in 1977. For the future, too, prospects are good
because of a tightening supply situation ard the recently concluded Interw
national Cocoa Agreement, which will safeguard the interests of exporters,

14. How: "er, although returns are high, the black-pod disease continues to
dampen the enthusiasm for the crop, especially among small producers who
cannot afford high risks. The disease has so far not beem eradicated, but
measures can be taken to reduce its impact. It is therefore imperative that
more extension workers be made available to advise amd to encourage them te
adopt such measures as the early removal of affected pods.

15. Much of the cocoa now being exported is of low grade, Export revenue
could be greatly increased if more of the cocoa would be of higher grade,
Te achieve this result, it is plarmed to establish a number of fermentaries
and drying facilities at suitable locations in the major cocoa-praducing

areas. It is vital that early action be taken *to have such femmentaries
established.,

. Bananes

16. Banana exports have declined from well over g million cases in 1958
to a mere 15,000 cases in 1978. Reasons for this ere the high incidence of
diseases like black-spot leaf and bunchy-top, and the unattractive price.
Diseases not only reduce ocutput, but they also csuse a steep increase in
production cosats (chemicals, etec.) Purthermore, they necessitate a more
sophisticated management than the village farmer can provide. A4As to the
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price, the presemnt price for export bananas is only a trifle higher than the
price the producer can get on the local market, whereas the quality require-

ments for export banaas are much higher.

17. Under the present circumstances the role of the village sector should
be to produce bansnas mainly for the local market. However, large-scale

production units using modern eguipment and sophisticated management which
can itably compete on the world market should be encour .

Jaro

18. Taro exports have been booming over the last 18 months with exports
reaching a record of about 114,000 cases with an approximated value of

#1.2 nillion in 1978 and the taro export figures for the first quarter of
1979 are very promising indeed. It is forecast that export earnings for tare
will exceed $1.5 million by the end of 1979 with more aggressive ovorsocs
marketing.

Annatto Seeds

19, According to the Produce Marketing Division (PMD) 110 tons of annatto
seeds were exported during 1978 representing a value of about $60,000. The
PMD forecasts a slight increase of annatto seeds exports with a total volume
of 120 tons valued at about #67,000 for 1979. Exports of processed annatto
seeds show pramise with an estimated value of #20,000 in 1978, and could be

about the same in 1979, Encouragement should therefore be ziven to processing

a higher proportion of production of annatto seeds in order to generate more
export earnings.

Egva

20, The PMD in 1978 recorded a total of 10 tons of kava being exported
valued at little over #31,000 and forecasts slightly less than 30,000 far
1979. (However, there are some discrepancies betweem the PMD figures and the
figures provided by Customs as they recorded only about $10,000 worth of kava
in 1978).

Husked Coconutsg

21. In 1978, 2,000 bags of 30-nuts each have been exported according to the
PMD. The total value of these exports totalled about $7,000 ami the forecasts
for 1979 are 6,000 bags to be exported worth about $21,000 tala.
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\vocados

22. A total of 1,200 cartons of avocados at an average price of #4.00
tala were exported during 1978 giving total export earnings for this crop
of 94,800 tala. The PMD forecasts an increase of exports of avocados for
1979 to 2,000 cartons valued at 8,000 tala.

Fisheries

23. Although the introduction of the glia fishing boats has greatly
improved the capacity to tap deep-water fish resources, a number of problems
is being encountered. One of these is technical: more openings have to be
blasted in the reef, but the other problems are of a socio-economic nature.

24. Firstly, many of the glia have had to be repossessed because fisher-
men were not able to repay their loans. The boats are not individually
owned and the fishermen have to share profits with many others. This may
well reduce their incentive to maximise production, particularly since fishing
is extremely hard and demanding work,

Secondly, fishermen complain that the high cost of fuel is pronibitive,
even though they get a partial duty rebate.

25. The problems facing the local fishing industry are complex but yet a
programee has to be devised to encourage the levelopment of the industry. It
will therefore be necessary to conduct a vocio—economic-financial study to

gsee whother it is the right strategy to depend on individual fishermen to
supply the country's needs or whether Governmment itself through a Corporation
gshould become heavily involved in commercial fishing and hire local fishermen.
A continuing effort needs to be made to develop deep seg fishing for processing
and export.

Timber

26, Timber exports have been doing fairly well over the last few years, and
for 1979 exports of 2 million super board feet are anticipated. However, '
Samoa Forest Products will not be able to sxpand its production very much.

Thepefore, efforts to incregse revenue from timber must concentrate on better
utilization of current productign. Below are listed some measures that could

be considered:

(1) 4 careful sssessment of how to strike the best balance between
import and export of timber and other wood products. On the one
hand, Samoan high-grade hardwood should not be used locally for
purposes where cheaper kinds of timber may also be used, even if
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part of this has to be imported. On the other hand, some
of the timber might profitably substitute for timber that

is now being imported.

(2) Efforts to develop new markets for our high-grade timber.
At mresent, we only export timber to other South Pacific
islands and flitches to Australia. It is possible that more
profitable markets could be found in New Zealand, Australia
and other countries, provided a regular surply of these
markets could be ensured.

(3) Utilization of waste, both from logging and sawmilling
operations. Chips could be used to make some panel product
or as fusl to produce energy, although the feasibility of the
latter is doubtful.

(4) Much forest is being cleared each year for agricultural
purposes (the Chief Forest Officer, in his annual report for
1973, estimates at least 2,800-3,000 acres). Much of the
wood that is being felled there is not utilized. At present,

portable sawmills are being demonstrated in villages under the
Forest Zxtension Project, and a number of villages have
expressed their intention to buy this equipment through the
Rural Develcpment Fund. Mini-sawmills should improve the
utilization of logs. Oa the other hard, we must be aware

that the introduction of this equipment may also encourage the
villagers to clear more forest, since this will become much
easier. Such a development would have serious consequences

for the gstate of theforest resources.

Jndustry

7. Development of industry in Western Samoa has been assisted by the
enactment of the Enterprises Incentives Act 1965 which provides assistance
for businesses commencing operations and expanding production, by allowing
duty concessions on imports of capital equipment, building materials,
vehicles and raw materials and a tax holiday period for up to five years.
To date 55 enterprises have established under the Enterprises Incentives
Scheme with total employment of over 1,400 local employees.

8. The rate of industrial development has increased rapidly over the past
few years, with most businesses producing goods for the domestic market.

Inports have been reduced by a significant amount by the import substitution
effect where enterprises manufacture a range of products that would otherwise
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have to be imported. From the results of a recent industrial survey, it is
estimated that import substitution will leai to a replacement of imports to
the value of ws,'és.z million in 1979 . 2 rise of S1.5 million over 1978, from
locel ranufacturing of such products as clothes, roofing iron, barbed wire,
ice cream, soft drinks, beer, cigarettes, matches, industrial and medical
gases, paper products, and wood producis.

29. The main export items of processed and manu.fact;.z'ed goods are canned
coconut cream and timber, with exports of $280 »000 of the ccconut cream and
#142,90C of timber in 1978. In 1979, there will be a simmificant increase in
the exports of coconut cream, due to the installation ¢of nev machinery and
equipment. BExport sales are expectei 1o ricz %o $5¢0,000 in 1979/80 with a
further increase to A1 million in 19£2/81 with iie iistallation of new
equipment. This industry has grzatl rotential for ezperts to the United

States market whenever the product meets the strict health regulations for
importation into the U.S., Suppcre should be given in the development of this
industry, not only in continuing technical escistance for raising product
quality, but marketing prcastion for the overseas zarketa, and closer co-
operation with WETECT which =vpplies most of the cecccnuts for the canned coconut
cream production. If no assistanc? ig givon in casucing an szdequate supply of
coconuts, in meeting product qualit;s teouts, and in priasiing the product,

export sales will b2 vell Lalew th2 proi:2%t.d fisoros.

30. With the develoment of timbter operzticnc by Samoa Forest Preducts,
increases in the export of timbar 2re cone~ted fer this year. There is a good
market for Western Samoa herdwocd in Auciralia and otiher developed countries
and the increased production dy Samoe Forest Products will result in exports
of approximately £550,000 for 1979 with the sama value for 1980. In the future
every effort should be made to develop a weod processing industry to produce

a higher value product froaz the hardwocd, such a3 an export oriented furniture
or wood products industry, For the loc-al aarizet, iT:atuent of the timber will
be commenced in July to enable loc:l timber to be used for building and

construction thereby replacing imports of +timber fro: overseas.

31. Other indusiries such as the Brewery, Rothmans Cizarette Factory,
Match Factory and Brugger Industries have been established to produce for both
the local market and export. Sales of beer to other Pacific countries have
shown a potential for increased exports. ZEzporis commenced in March 1979 aad
are expected to total $150,000 for 1979, rising ts £250,000 for 1980, Export
sales of cigarettes from the factory at Vaitele are projected to commence in
October 1979, with a value of £20,CC0 for 1979 rising to §100,000 in 1980,
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The Western Samoa Match Company presently has orders of #50,000 for matches
to be exported to Pacific countries, and orders of #420,000 for the export
of splints. It is estimated that exports in 1980 will rise to a total of
#750,000. Brugger Industrics l:n:oducem Fni%.n ;dfggt:pecif ic export contracts,
and present indications are that exports will total $100,000 for this year,

rising to $500,000 for 1980,

32. A number of other enterprises in Western Samoa are exporting on a
1imited scale. The textile printing and garment industry has the potential
for greatly increasad export sales, but at the present time the companies

producing garments are producing on a small scale and are unable to afford
the necessary export promotion that is neceseary to increase exports.
Apnatto seed processing has commenced with a view to exporting to New Zealand
but problems in the supply of the annatto seed are leading to relatively low
production and limited exports. Sosp production by WSTEC is expected to
expand with the introduction of new plat and equipment in 1980. For 1979
exports of soap are estimated to total #70,000 with an expansion of #100,000
in 1980,

33 Por industries that are presently exporting limited yuantities, with
the potential for export expansion, the products produced in Western Samoa

are often uncompetitive in other markets due to high transportation costs,

and tha assistance given to exporters from other countries by their Government.
Several industries have the potential and excess capacity to increase produce
tion with very little additional investment required., The introduetion of
export incentives would encourage these enterprises to expand production and
export sales.

34. For businesses that are producing goods for the domestic market there
is competition from imported products whiclk can be produced at a lower cost
by overseas companies that use large scale production. There are benefits

to Western Samca from industry being established in this country not only tso
replace imports and provide a base for export production, but also to increase
employment, worker skills and use of local resources,

5. A protection scheme for local businesses is being developed at the
present time to amend the Enterprises Incentives Scheme to encourage local
businesses to increase production., A policy paper recommending certain changes

in the Enterprises Incentives Act has been prepared for submission to Cabinet.
{see p.p. 26-32)
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36. A number of enterprises have applications under consideration by
Cabinet. The Enterprises Incentives Board has recommended certain incen-
tives for firms in the short term, so that these can be reviewed when the
protection scheme is implemented. Of the applications outstanding, there
are several proposed enterprises that are expected to produce for the export
market, The development of the honey irdustry with a great potential for
export sales to Australian and Asian mekets should te supported since the
company Sabco Limited, has developed over 1,00C bee colonies with expected
exports of #50,000 in the first year of operations. Other export oriented
ventures with applications awaiting approval include a bag manufacturing and

vegetable processing. It is reccmmended thot a decision be taken on applica—

tions for Enterprises Incentives as socn_as possible so that the applicant

companies can_cormence oroduction without univz delay.

37. The level of expors of proceccad and manufzctured products will

largely depend on the policies implemented by Government. If export promotion
and assistance to exporters is given, the total exports will rise significantly,
giving greater diversification in the economy and lcss dependence on the export
earnings of the two major agriculiural prsducts. With no further assistance

it is estimated that expor:s of pr.scssed and manufcctwred goods will total

#1.6 million for 1979, an cucour~zing rise frem the 1978 lavel of £903,200.

The potential exporis zz¢ a 1:% h.glex, 7L aimery premsticn assistance and

W

. ~—~f . t 4~
incentives exports for 1973750 cculd rizz %7 £2,5 =miliien,

38. A continuing effort should r2 nale, with syver-ment asgistance, to
establish further manufacturing ond orecosging i~lusiwing in Wastern Samoa.

Potential export oriented inductries include furniture ani wood products,

coconut by-products such as coir fibre and shell charcoal, desiccated coconut,
fruit and juice procescing, textile printing and garmen® manufacture, process-
ing of cocoa and secondary prcducts, and portial manufazitiring for a number of

products especially thooo requiriag a high “adbsur cexntent.

39. As the range of locally produced manufactured and processed goods expand,
we need to be more concerned atout product quality in order to protect local
consumers against possibly inferior low quality products. Government should

consider getting up a consumer protection unit within an existing department
for the purpose.
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Handicrafts

40. There are encouraging signs that handicrafts have a good potential for
increased export earnings. Sales in 1978 financial year increased by 13% to
£129,242 over 1977 and, for the first month of 1979, sales have increased by
33¥% over the period in 1978. Approximately 0% of its sales earn foreign
exchange and there is a strong demand for more handicrafts from Burope and
Hawaii. Ssles could increase to $250,000 over the next 5 years but Xhe
follow strgtegy should be adopted:

(1) The Corporation should continue to operate on a commercially
viable basis but its objective is not to generate profits for

paying dividends. The emphesisg must be for the Corporation

to serve as a vehicle for the expansion of the handicraft
induatry.

(2) Expanded production along with guality control is vital to
any plammed expansion of this industry. Accordingly, the
Corporation should: (a) employ five extension workers from
ita own resources to prepare standards, set production
targets and assist in quality control at the village level;
and (b) double the number of purchasing depots to ninety.

(3) Overseas propz*:-a should be strengthened by the Corporation
to assess potential market size and opportunitiss and to

ensure that sales revenue is being maximized.

Touriam

41, A8 tourism is recognized by govermment as one of the primary growth
poles in the struggle for development of Western Samoa, government's commite
ment muat be such as to allocate sufficient resources both financial and
hunan within the context of a comprehenaive and well cenceived tourism plan
with immediate appropriate legislation to facilitate the balanced development
of the industry. Inasmuch as tourism offers an opporitunity for increased
economic development, the growth of the industry should not take place solely
because of economic considerations. The brosd ramification of that growth

must be recognized and must take into consideration all factors as they affact
life of people in the years ahead.

42, One of the main objectives of tourism development should be to generate
£ egrnings and gitive affect on the national balance of
ayments. As government is presently facing a problem with foreign exchange
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earnings, this could be alleviated somewhat from the tourist industry point

of view by considering the execution of the following proposals:

(a) Tt is undesirable to discriminate between residents and visitors,

when the latter are being encouraged to visit Western Samoa,

and it is therefore proposed to increase the present girport
departure tax to a flat rate of ﬁ in order to generate revenue

to finance a tourism promotion programme. With 59,027 departures
in 1977 of which Western Samocans accounted for 23,613, the
increase from #2 to g3 for visitors and from #1 to #3 for Western
Samoans, the extra revenue would be $35,414 from visitors end
#47,226 from Western Samoans. With the expected increase in
visitor arrivals to about 38,000 in 1979, the tourism pramotion
fund could be in the order of $100,000. Policywise, all
collections from the departure tax should be channelled into a
special tourism promotional fund for the proposed Visitor Bureau.
The total amount would then be about $195,000 which would roughly
correspond to the additional revenue from the increase in the
departure tax plus the present budget of 230,000. As a short-
term strategy revenues received from the departure tax would be

available for tourism promotion.

(b) Set up a duty free shopping centre for visitors in town. This

is one of the main attractions for visitors to places such as
American Samoa, Fiji, Hong Xong and Singapore. In a recent
survey also for visitors to Western Samoa, a number of respon-
dents remariced that the country lacks activities including
shopping. A proper legislation or regulation through a Tourism
Act should be considered as soon as possible.

(¢) A long term objective which gsovermment should seriously be
considering now before the costs escalate is the upgrading or
resiting of s new wharf. As government is well aware, cruise
ships have shied away from entering our port in the last five
years becsuse of the insecurity in berthing at the wharf due
to heavy swells particularly during bad weather. Cruise ships
are very popular in places such as Tonga and American Samoa and
this would be a great opportunity to tap this type of tourist
market so that everyone from handicraft vendors, hotels, tax
drivers to nightclubs could increase their earnings -consider-~
ably than it is at present., Another important long term
objective is to implement the proposed expansion of Faleolo
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Airport, and supporting facilities to accommodate increased
travel.

(d) More pramotion of Western Samoa should be considered and trunk
airlines such as Continental and Air New Zealand could be
approached for their assistance in arranging familiarization
trips for key travel agents and tour wholesalers to update
their knowledge and files on Western Samoa. Promotion should
initially be concentrated in areas such as Australia, New
Zealand, and North fmerica.

(a) Tax incentives should be broadened in the Enterprises
Incentives Act under "visitor support facilities" to include

film production. Increased activity and exposure of Western
Samoa through film making would result in attracting more

visitors.

(f) Government should sericusly consider improving the present.
Convention Fgle at the Hotel Tusitala. This would include the
provision of air-conditioning 'mits, provision of acoustics,
microphones and other amenities., Western Samoa could attract
more small conventions or seminars if we had the proper
facilities in the country. Convention business is one of the

mainstays of the economy of Hawaii and is still growing,

(g) Consider construction of 2n additional hotel in the light of
expected high occupancy rates of existing hotels.

Energy Sav.

43, The recent increase in oil prices makes it even more wrgent for us to
design an energy policy. A two-pronged approach is needed:

(1) Raplacement of oil by cheaper sources of energy
(2) Measures to economise an energy consumption.

Replacement of Qil

44, Firstly, work on the two planned hydro-electric power schemes should be
sped up as much as possible, These schemes have been under comsideration since
the 1960's. The possibilities for more such schemes should be investigated,
since there are many waterfalls with an all-year-round supply of water. Several
small hydro-electric power stations might be feasible.




45. Secondly, wind power would definitely be 2 rood source of energy in many

places and a plant is being established to utilize this source, which can be
used to drive waterpumps (now mainly diesel-orcrated) and also to generate

electricity, particularly the larger types.

46. Thirdly, tihere is great potential for the use of solar energy. There are

now small solar energy generators on the market, at a cost of approximately
WSE300, which generate sufficient electricity to light a house under Northern
Buropean conditions, even on cloudy days. Under Western Samoan conditions, two
or three of these appliances could easily light a whole village. Furthermore,
it is reported that, in our own country; Eruggers Irdustries is in the process

of developing a stove that works on solar energy.

47. Fourthly, Weod Fuel Project presently being considered for Savaii should

be implemented immediatel-. The plent to b2 connectad with the sawmill in
Savaii will use waste frcm this mill as fuel. Also important might be the
generation of electricity through burni:g coconut palm chips, the more so
because the removal and dispez2l of old felled coconut palms is often a problem

in replanting operations.

Measures to Economize

48. L first measurs i35 decrezs2 fuel consusmstion should be the banning or

restricting of high-conau~nticn 3h'2las ond encovraging the import of vehicles

that consume less fuel. Tor pririte cars. a prohibition on importing cars with

a cubic capacity of over 1.200cc rould go a long way. For vans and pick-ups,
a limit of 2,000cc might be comsidered. S=all zotorcycles and mopeds, with a
cubic capacity under 100cc, are very ecorczical in fuel. To create an even
more favourable price advantage for small zutomotive units, the duty charged
on cars should be increased or thre rates cn zotorcycles decreased. Zicycles
are, of course, evern cheapc~ in fuzl; at present ‘hey are almost unavailable.

Thus, the import of bicycles at low duty is also recommended,

49. Such zmeasures would significantly reduce our fuel needs. In addition,
ineressed duty on gasoline might algo induce people to ecoromize on fuel
consumption. The duty on diesel oil might better be kept at the same level,
lest public transport and cargo transport be affected. The former would
victimise particularly people wita low incomes, whereas the latter would
genaorate an overall rige in prices.

50. Finally, g _publicity campaign zight te contemplated, encouraging the
public te economize on energy and advising how this can be done.
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Export Tncentives

51. To date, the incentives availasble to industry in Samoa are not
specifically geared towards export development. In recognition of the vital
role which exports must play and the need to expand non-traditional exports,
export incentives should be introduced as part of an overall strategy for
the development of the manufacturing/processing industries. The following
should be considered:

(1) Income tax concessions on export earnings

(2) Subsidization cf froighc rates in exports of non-traditional”
goods.

(3) The commercial banks and the Western Jampa Development Bank should

collaborate to introduce = sysier of pre—shioment

financinz in order to provide working capital over and above
normal overdraft facilities to finance firm export orders
booked.

(4) 7o encourage export promotion, bona fide expernditure incurred
(e.gs overseas promotional visits, the preparation of marketing
rational, market studies, participation ia irade fairs) and
approved in advance by +the Department of Economic Development,
may treat such experses as a tazx credit to deducted from income
tax payable, provided that in any finsncial year such credits

should not cxceed 5% of tazes payable.

(5) In the allocation of foreign ezchange, Jovernment will zive

priority to manufacturers whose export sales regresent a
gignificant share of total sales.

(6) Assistance is to be sought from an international agency for
the provision of an export prerotion cfficer to identify export
markets, to encourage and to guide local industry to take
advantage of export possibilities, to undertake export studies,

and to promote export indusiries in Samoa.

Marketing Research and Export Promotion

52. Marketing Research and Export Promotion is being strengthened in the
Department of Economic Development. A specialised unit has been established
and a local graduate from Victoria University, Wellington, is devoting full
time to this work., Soon a marketing expert provided by FAO #+ill join the
Department of Bconomic Development.
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53%. Essentially the Marketing Research and Export Promotion Unit will
involve itself in studies and efforts to increase exports of both agricultural
and manufactured products. It will undertake research and promotion that can
be useful to the Produce Marketing Division (PMD) export developments and
provide support services and information to Western Samoa Trade Promotion

missions travelling overseas.

Long Term Policies

54. The Government's development policy in the long term, particularly in
relation to exports, must be based om a realistic appreciation of available
1and and sea resowces not to mention the natural beauty of the country. This
will invariably dictate a development policy based on an extensive exploita=-
tion of naturaleresourced based possibiiities - the development of agriculture,
fisheries, related processing activities and tourism. Industries falling in
this category have many advantages for a country like Samoa - it draws on
already existing resouwrces, maximizes local inpu*s including 1abour, can be
developed as large units and face less limited export markets.

£5. It follows from the above that the best prospects for promoting exports
are agricultural and related processing activities. This involves identifying
the most viable projects and designing the most effective way of promoting
actual development. On the latter it seews that the promotion of agriculture
should focus on village agriculture via, for example, the already operational
Village Development Programme. This approach, howaver, should be accompanied
by the promotion of larger commercial ventures capable of achieving results
within a reasanable time span, say, up to five years. Such a two-level attack
appears to require at this time a particularly strong effort to establish
large plantation units using modern management methods.

56. Detail on major development projects will be given in the Fourth Five
Year Development Plan which is currently being formulated. However, the
following would appear to be the most promising activities for Western Samoa
to pursue in the long run:

(1) Copra - Continue efforts to inprove productivity via such means
as the application of fertilisers, selective replanting and the
use of high yielding varieties. A study to find out the most
advantageous use of the coconut (e.g. copra, coconut cream, oil,
husked coconut) should be undertaken as a step towards maximizing
earnings. Further efforts at developing cocomut by~products
should be encouraged.




(2)

(3)

(4)

(5)

(6)

(7)

(8)
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Cocoa - The promotion of a number of sizeable commercial
plantations, perhaps initially based on the development of some
of the existing land held by government. For a start perhaps,
invite the Commonwealth Development Corporation, which has
alresdy shown an interest, to undertake a joint venture, with
1,000 acres as minimum size. In time cocoa processing will

become feasible.

Banana -~ Persevere with current experiments at promoting
commercial operations. If successful, such operations should
be multiplied.

Pisheries - Beg%x}xletec}mical studies of a possible large-scale

tuna fishing and / feasibility of a joint venture with Japan or
other countries like South Korea, Taiwan and the USA. Right to
fish in the Pisheries Zones of neighbouring Islands would have

to be negotiated as also eventually national jurisdiction

limits.

Cattle - Continue the building up of stocks and pasture develop-
ment work, Aim for complete import substitution initially, but
later for meat exports and the development of processing
activities such as meat canning and hide processing.

Fruit processing - Identify the most pramising lines such as
possibly citrus, limes, passionfruit and coconut cream. Then
determine suitable processing arrangements as well as supply
sources for fruit. A partnership with an established overseas
partner would be advantageous,

Furniture and wood-working — To utilize local wood for furniture
etc., for both the local market and exports. A joint venture
with an overseas company would be appropriate as design, workman-
ship, marketing and <kills training aspects are important.

Tourism - The pick-up in tourism resulting frem the recovery

of the world economy means that Samoa will need another hotel
of international standard within the next two or three years,
This need should now be investigated and studied. A stronger
effort should be made to attract tourists from Japen and South
Bast Asian countries and a joint venture in hotel building with
one of these countries should be considered as it would lend
more variety to existing facilities.
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(9) oOrganizational -

(a) BEstablishment of a Sovernment Development Corporation
similar to WSTEC should be considered to act as a further
catalyst to the country's development. WSTEC seems to
have reached an optimum size and any further major expansion
may severely tax management., A new development corporation

would easily attract funds from overseas.

(b) =stablishment of a National Economic Policy Advisary
~ Council to advise Government on development and planning
policy natters. Membership could comprise top economists
and planners in the country as well as representatives
from the private sector. This will ensure better plan.ning/
policy co-ordination and a regular flow of soundly=-based and

informed advice to government.

(c) Setting up a small conservation unit that would advise
upon and be responsible for environmental planning. This
would complement present development planning approaches

in which environmental matters have not figure prominently.
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PART V: PROPOSED ZCONCMIC STRATEGY AND SUMMARY OF CURRENT EXPORT AND -
IMPORT REPLACEMENT ACTIVITIES

A. Introduction
1. A detailed appraisal of Samoa's export and import replacement situation

alorg with proposals and recommendations for strengthening the country's over-
all balance of payments is given in part IV: Review of Current Export and
import Replacement Activities. The major findings of the above Review
are summarised in this part V together with an opening section on prorosed
economic stratezy which does not appear in part IV. The present part
hizhlights key proposals and recommerdations which Cabinet should cansider

for implementation. Also included here, as Annexes 3 and 3, = are forecasts
of exports and trade balances for 1979 and 1980 which should be useful as

background to discussions.

Proposed Economic Strategy

2. The balance of payments has to be tackled using short term measures
which will quickly improve the situation while longer term measures are being
developed. The fundamental problem is how to maximize the use of scarce
foreign exchange wlhile narrowing the trade gap and generating other types of
capital inflows. This requires a strict policy of foreign exchange budzeting
i.e. allocating available foreign ezchanges in terms of national priorities
and to ensure that the cowuntry does not spend more than what is available and
thereby exhaust the country's foreign rescurces. This is now being done to

a certain degree but should be reinforced. Accordingly, the following steps

are being proposed:

(1) The country's existing fareign resources should not bg allowed
to fall below the present level (i.e. tho equivalent/two week s
value of imports) and should be built up to at least the
equivalent of two months value of imports.

(2) Imports of zoods and services should be classified on a functional
basis e.J. 0il, basic food, raw materials, services and debt
payments, capital goods (machinery), motor vehiclee and other
imports., Projections should be made of the foreign exchange
that is likely to be available for the rest of 1979 and for
1930 and should be allocated along the functional categories
indicated.

(3) After meeting the basic import requirements in terms of gil,
bagiz foods, debt repayments, and raw mgterials gnd spare parts,
what is left should then be allocated to the other impart
categories.
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(4) To avoid administrative bureaucracy, foreimm exchange should
be allocated to enterprises (Government and private) to meet
payments in the priority categories. All other payments would
be allocated on a pro-rata basis to commercial enterprises who
are importing the other types of goods, although some of these
anterprises may be allocated part of the foreign exchange
reserved to purchase basic commodities.

(s) A thorough review is being undertaken of imports to determine
which items should be placed under licensing and those on which
the tariff rate should be increased. A major programme of
import restriction will have to be introduced. We feel that a
stiffer tariff - and even import restrictions - should be placed
on items such as cigarettes, beer, ice ¢ream, soft drinks,
electrical appliances, and motor vehicles. Where stricter
import controls are introduced steps will be taken to safeguard
the public's interest, especially in terms of prices and guality.

(6) Export targets should be set in conjunction with local producers
and export assistance provided to enable them to achieve targets.
Examples of the type of assistance are indicated in Paras.13-19

(7) A more aggressive promotional campaign to attract private foreign
investment, preferable with local partners, is to be introduced.
In this respect, Government should establish a National Investment

Corporation for (a) holding all of Sovernment investments in
existing enterprises; (v) identifying new opportunities and for
investing in joint ventures; and (c) encourage meore widespread
participation in enterprises.

(8) The promotional budget for touwrism should be increased and a
more aggressive but selective marketing camraignis to be
undertalzen,

}naugv,'rate a

(9) savings promotions scheme to encourage local pecple to save
more ard perhsps to transfer back funds presently being held
overseas. Government should consider issuing national develop~

ment bonds and exempt interest from tax up to & maximum amount.

(10) Cut budget expenditure by means which would cause the 1east
d isruption; for example cutting down on some non-essential
government imports and slowing down or deferring certain budgetted

b
projects which have a particularly?fmpact on foreism exchange ani
«which are not externally financed.
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(11) Consider cerefully other policy options for strengthening the

balance of payments and international reserves.. Some possibi-

aid
lities are currency devaluation, more commodity/and increased

soft-tern loans and grants. The present erchange rate discourages
export of non-traditional goods and export subsidies (e.g. freight
rates) should be considered since it will lower the effective

price of Samoan exports. Devaluation is not recommended as an

effective measure at the present time.

——— -

3. The main products and strategy capable of strengthening exports are
Ziven as follows together with a comment on long term policy.

Copra

4. Despite a long standing replanting programme, sustained increases in
copra production lave not materialised with the major constraints apparently
being poor management; old trees; lack of proper cleaning of plantations; anmd
a low collection rate for nuts, Sovermment should consider carrving out a
sample survey of current problems facing copra and of possible ways to increase

production. Hizh-7ielding hybrid varieties should be promoted even if it means
slowing down present replanting efforts. Of more immediate importance is the

lgunching of a campaign to collect coconuts in line with a previous proposal

made by the Departmemnt of Agricultwe. Additionally, the economics of the
0

proposed copra mill should be re-examined in the light?disappointing copra

production.

Cocoa

5. Government needs to make a vigorous effort to arrest the long-term
decline in the export of cocca for which warld market prospects are highly
favourable. The control of black pod is essential. A short ternm measure is
to improve the quality of export beans, so as to maximise earnings per given

quantity, by the establismment, perhaps by the Cocoa 3oard, of cocoa ferment-

ation and drying facilities. The Commonwealth Development Corporation should
be approached to join in a joint venture im cocog.

3anana

6o Thia crop as an export producc faces formidable problems relating to
rarious plant diseases; juality; increasing local consumption; amd, in general,
low return on investument., We feel that it has poor prospects as a major

export crop for small-holders and that the major emphgsis here gshould be given
to ensuring supply for local consumption needs. This dces nct preclude comntinued
support for larger commercial operations which are capable of operating
profitably.
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Zaro
7. A vigorous effort is needed to develop new markets for this product

which is likely to reach 31.5 million tala in export sales in 1979. This
should be given top priority as the market potential could well be #3 million

tala reachable within a short period of time.

Other Small Crops

8. 3egt prospects are annatto; kava; husked coconuts and avocadgs. Export
values are small, but they could help diversify exports amd should be

persevered with. Annatto in particular could be developed as an important
export industry.

Fisheries
S. A major potential; an immediate need is to investigate the current state

of the village fisheries programme based on the alis as, evidently, there are

problems over loan repayment; high cost of fuel; and mariceting. Government
should actively pursue a policy of developing commercial deep sea fis for

processing and export as well as for the local market. It should also examine
the possibility of reducing the importation of canned fish.

Timbexr

10. Samoa Forest' Product seems unlikely to substantially expand exports

beyoné 2 million super board feet estimated for 1979, so that a major effort
should be made to improve the utilization of local timber, many species of

which are extremely attractive. A major effort should be directed at

utilizing local wood presently wasted; to develop new timber treatment processes:

en up new markets for hi e timber: d to encourage furniture mgking.

Industry

11, Exports from Samoa's fledging manufacturing and prccessing sector
smounted to #900,000 in 1978, but could probably exceed S1.5 million in
1979/80. Significant increases in export sales are expected for coconut

cream, while this will ve reinfarced by sales from newly established ventures
especially beer; cigarettes; matches and splints; and netal products., Additional
export potential might also be realised from textile printirg and garments;
annatto; and soap; not to mention honey., 4nd several products such as frozen
passionfruit, mango and papaya being promoted by the Food Processing Laboratory,
Alafua, show promise,
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12. The export potential of local industry is far higher than mizht be
expected; even in the short run exports could reach $2.5 nillion if government
could provide appropriate assistance meagsures. Thisg includes export incentives,

export finance; and market promotigon. Govermment assistance in respect of
coconut cream; soap; and textiles in particular could pay heavy dividends in

foreign exchange earnings.

13. It is urged, as a gtart, that Government consider closely for implement-
ation the proposals get out below on export i.omotionm. A unit to act as a

watchdog over the guslity of locally produced preducts should also be considered.
Hgndicrafts

14. The Handicreft Corporation is a useful export activity with sales of
$129,000 tala in 1978, 90% of which were in the form of foreign exchange. It
could double sales within five years if it could be reorganized as a more
effective vehicle for the expansion of the hendicraft industry. Thus, it
ghould be encourazed to undertake more marketing prcmotions overseas and to
hire more staff to promote gquality control and set production targets. The
number of purchasing depots could also be substantially expanded.

Tourism

15. With towrism a key source of foreign exchange earnings, new initiatives
are needed to ensure further expansion. This sghould take place within Govern-
ment's overall philosophy of controlled growth and, possibly, through new
legislation as a basic framework for future development. We urge Sovernment
to examine closely the following proposals which, if implemented, would give
the local industry a further thrust:

(a) intensify promotional work oversess to attract tourists;

(b) rgisingz the airport depgrture tax from #2 to #3 to finance a
aspecial fund which the Tourist Bureau could chammel into

tourist promotion;

(¢) u e the Apig wharf 8o as to attract cruise ships and
their "tourist shopping”;
(d) extend benefits under the Enterprises Incentives Scheme fo
clude film-m which generally provides gZood publicity
for Samoa;

(8) wuparadg the Convention Fale at the Hotel Tugitala and actively

e A 3 87T convent centre;
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(#) encourage the construction of an additional hotel taking into

account the increasing occupancy rate on existing hotels;

(z) enact legislation gllowing for the estgblishment of duty free
shopping in Apia.

Energy

16. Samoa's o0il and fuel imports are sutstantial and rising rapidly. This
conpled with the certainty of regular increases in world oil prices make it
essential for Samoce to design an cnergy policy. It is urged that the various
glternatives for revlacing oil a= a source of energy be examined, especiglly

the further develorment of hydro-electric power and the use of wind power,
sylar energy and wood chips.

17. Sovernment should also introduce rceasures designed to econonmise on fuel

consumption; for ezauple, import restriction on hizh energy consumption
yehicles, a reduced duty rates on motorcycles gnd mopeds, higher duty on
Z3s0}ine, gnd a pudlicity cabpaisn on energy conservatign.

Zxport Incentives

i8. The point has been reached w.iere special export incentives and related
measures of assistance should be provided in order to stimulate non-traditional
exports., It is recoumended that %ax exemptions should be sccorded to on enter-
prise which bas been sble to incregse the proportion of exports to tot ales
¢ver sgme base period (which should be a moving avera.ge). (An export incentives
programme i8 no« being prepared as a part of a new set of proposals for
industrial development.)

19. Further assistance, posaibl; vie the Development and Commerci 3ank
in the form of ezport finance {over and above normal overdraft limits) should

be considered, Govermment should slso examine other form of export agsistance
including export/mariketi ropoticn, priority in fore llocations
and the possibility of secwring the services of gn export promotion officer
from gn international aid organization,

Mariet Res h ort Promot

2. The Department of Economic Development is being stoer " hened to handle
this kind of work which is vital for opening up new markets. In particular
the Marketing Resea.rch/Export Promotion Unit will assist the Produce Marketing
Division (PMD) and provide back-up information and material to Western Samoa
Trade Promotion Missions travelling overseas.
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Long term Policy

21 . Western Samoa's long term development policy must be based firmly on a
realistic appreciation of the country's stock of human and physical resources.
This would appear to dictate a policy geared to the exploitstion and develop-
nent of such natural resource-based industries as cocoa production and process-
ing, coconut products, fisheries, cattle, fruit processing, furniture and
woodworking and tourism. In developing these resources a greater emphasis
should be given to large commercial operations, including joint ventures with

such bodies as the Commonwealth Development Corporation, capable of naximizing
exportable surpluses. This should be parallelled by g continuing effort to
gtrengthen small-scale village agriculkure.

22, Three possible organizational innovations are proposed for Government's

consideration: ie establishment of another WSTEC-like development corpora-

tion; the creation of a Nationsl Economic Policy Advisory Council; and the
establishment of a small anvironmental planning unit.




PART VI: PROPOSAL FOR A NATICNAL INVESTMENT FUND

The Concept

A Fund to acquire equity in existing commercial enterprises and to
stimulate new investment by sponsoring and participating in equities of
commercially viable enterprises. The Fund would serve as a new investment
outlet for firancial intermediaries, such as insurance companies and the
National Provident Fund, private companies and individuels. In doing so,
it would facilitate the flow of savings into investment and provide the
opportunity for more widespread public participation in commercial
enterprises in the manufacturing sector. It is envisaged that the Fund
would concentrate its investments for capital growth and not for

investment income.

The Rationale

1« New investments and programmes are needed to encourage savings for

investment as was recognized in Cevelorment Plan 3.

2. Because of Samoals size2, only in very exceptional cases is adequate
equity finance available from potential investors. As a result, there are
many cases where equity participation has been offered on an ad hoc basis
to various participating investors. A larger pool of resources would

provide a readily available equity base for making investments.

3. Equity capital is concentrated in the hands of only a very few
Samoans as a result of which the opportunity to benefit from the growth of
the commercial/industrial sector is not available to maay potential

investors.

k. By establishing a Fund with investments in different enterprises it

should be possible to minimize risk.

Se The Western Samoa Development Bank does not usually make equity
investments. Establishment of the Fund would provide the means for
providing equity capital to complement development and working capital

available from banking institutions.

6. The National Investment Fund would facilitate a more rationale
approach to managing Government's equity investments by developing the
expertise to assess investment alternatives and to monitor more effectively

Government's equity portfolio since there is now no clear cut poliey on

Government investments.

Capitalization of the Fund

7+ Government's total equity investment in enterprises would be usad

as the basis for calculating its share of the net worth of enterprises as
shown in Annex 10, although the viability of sach enterprise would be assessed.
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For *he nine enterprises shown, paid up capital is $3,097,350 and net worth
(i,es paid-up capital plus reserves) is 32,509,652, the difference being
attributable to the negative net worth of $31,023 for Western Samoa Hotel
Co. from a paid up capital of $500,000. Government's shareholdings ranged
from 10% to 98% and the total value of its net worth, based on its share of
the capital of individual companies, is 51,667,160 as against an investment
of $1,771,607. Thus, if Government shareholdings were to be transferred to
the National Investment Fund 2t current net worth, Government would stand

to lose approximately $100,000, But that would be only a book loss from

the transfer since Government would still be holding the entire stock units
of the Fund until such time as the public responded to the offer to purchase
stock units, PFurthermore, if the scheme were to be supported by the
financial intermediaries and the public, the size of the Fund would increase
and substantial new investments with national economic benefits could be

undertaken.

Operation of the Fund

8. Assuming that Government were to sell its shares to the Fund for the
price of $1,667,160, it would receive 1,667,160 stock units. Any funds
received from the sale of stock units at $1 each would be available to the
Fund for investment in new equities and for short term deposits or the
purchase of short term Government securities., Thus, if the Fund were to be
increased to $2 million by selling 332,840 stock units for $332,840 in the
first year, Government's holdings in the Fund would still be 1,667,160 units
while new purchasers would hold 332,840 units. Assuming that the net worth
of the companies in which the equities are invested increased by 7% and
deposits earned 7%, the value of Net Worth would increase to $1,783,861 and
that of the short term deposits to 356,139 giving a total value of
$2,140,000 or $1.07 per stock unit.

9. Since there is virtually no securitiecs market in Western Samoa, in
order to introduce a certain degree of liquidity where purchasers of stock
units would have some assurance that they could obtain cash by selling
their stock units should they wish to do so, the Fund would always keep a
certain amount of its resources in liquid form (i.e. short term deposits
or Government sacurities) for encashment to repurchase stock units.
Guidelines would have to be worked out to set maximum encashments,

especially by inatitutions holding large blocs of stock units.

10, To illustrate, if it were stipulated that stock units purchased
would have to be held for a minimum period of 2 years during which period
Government would guarantee that the value of each unit would increase at 7%

per annum (i.,e. a rate comparable with Government securities rate), at the

end of the period purchasers could he permitted to encash all units bought
and held for the period at the guaranteed rate. If purchasers had to sell
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before the two year period, they could be paid the origzinal purchase price
i.e. $1,00. If the investments were successful and the value of each stock
unit increased to $1.14 instead of the #£1,07, new purchasera would have to
pay #1.14. The price at which the units sold would be re-purchased by the
Pund could be between #1.07 and #1.14. Therefare, by guaranteeing a rate
similar to the savings rate, purchasers of stock units would experience no
financial losa but at the same time would s tand to gain as the value of the
enterprises in which the investnents are made increases. The converse
holds true in case of losses but tie investor is protected by the floor
price to be guaranteed by Govermnent.

11. The guarantee by Government is vital to the success of the Fund and
it would be taking no more of a risk than if Govermment weres to issue its
own securities to raise funds from the public and to invest ir enterprises
a8 it now does, but through the consolidated fund.

12. PFrom preliminary discussions with the National Provident Fund,
there would be interest in participating in the Fund and the NFF's cash
flow could support an annual investment of #500,000. Interest has also
been expressed by WSLAC although annual investable funda for equities
would not be more than $50,000.

Management of the Fund
13, 4 Board of Directors would be appointed by Cabinet. Suggested
composition is:
Director of Economic Development
Financial Secretary
Manager, National Provident Fund
Manager, Western Samoa Development Bank
Three members of the public
14. The Board would invest only in commercially viable enterprises which are
likely to earn a fair retwrn on capital. Investments undertaken on the basis

of naticnal considerations other than profitability would not be made by the Fund.

15. The 3oard would appoint a Manager for the day to day operation of the
Fund. (A Manager with a Secretary should be adequate to operate the Funmd).

dction Reguired: Subject to Cabinet approval, the reeruitment of a pearson
with accounting/financial background as mamager-designate

and an expert for a period of 2~3 months to establish the
Fund.
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PART VII: RNOTES FOR TEE TQURISM CHAPTER OF DEVELOPMENT PLAN 4

1. Begin the chapter with the objectives as stated in the paper "General

Report on the Future Development of the Visitor Industry in Western Samca".
2. Specify the targets aimed at in the current Plan

(a) Visitor accommodation (existinz plus new)
(1) type
(ii) size
(iii) location
(iv, timing
(b) Occupancy rates - suggest a figure of 65-70% since the 45% used
inthe last Plan was unrealistic. The projected occupancy rates
should ve on an annual basis and related to available visitor
accommodation.
(¢) Tourism expenditure each year according to:
(i) stopovers
(ii) cruise-snip visitors
The per-visitor expenditure in 1977 could be outdated and does
not include cruise-ship visitors. UNew surveys should be under-
taken as a matter of urgency and the findings used in the current
Plan. Also, the 45% foreign exchange retention in Development
Plan 3 is probably exaggerated. The ratio is likely to be much
lower.
{(d) Visitor attractions
(i) type - be specific (e.g. water sports, development of
cuitural shows, scenic sites, restaurants)
(ii) location
(iii) guesstimates on use by number of visitors and nationals
{e) Training of naticnals -~ categories:
(1) in-service

(ii) overseas

(f) Higher ratio of local food to imported food used in hotels.




3.

-6l -

Programmes to achieve Targets

(a)

(b)

(£)

(g)
(h)

Construction

(1) visitor accommoclation

(ii) infrastructure, e.g. pier, airport

{iii) cost of construction of (i) and (ii)

Spell out Government poliey on foreign investment - the areas

to be reserved for Samoans, e.g. small hotels, guest houses

and ancillary services. Also specify Government policy on

development areas for hotels.

Establishment of a National Tourist Board along the lines

indicated in draft "Tourist Traffic Act 1978". While it is

proposed to have a Visitors Bureau, it might not be necessary

to create a new entity under the Board, since in many countries

the Board itselr undertakes the functions outlined for the

Visitors 3Bureau.

Marketing strategy and promcticn by Board

(1) overseas - in conjunction with notels and airlines

(i1} 1locally - in conjunction with the Education Department
and the Ministry of Youth, Sports and Culture.

Preparation of training programmes by Board in conjunction with

notels and with external technical assistance.

olanned tour and programmes for greater utilization of visitors

of local attractiomns, e.g. cultural shows, visits to villages,

sightseeing.

Programme with notels for using more indigenous food.

Ylarket research.

Sreparaticn of a detailed economic/sociological/physical plan

for tourism.

Estimated Cost of Personnel Requirements of Tourist Board

(a)
(o)
(

c)

Capital cost

Operating budget

Type and number of personnel.




Annex 1

Potential Projects Identified for Implementation/Study
' during the Current Plan Period

1. Selected Import Substitution Industries and their corresponding Import

Values in 1977 are:

(#o00)
Frozen poultry 248
Fish (fresh or frozen) 75
Prepared fish 933
Milk (preserved and fresh) 389
Butter 230
Vegetable oils and fats 294
Soaps and detergents 145
Prepared meats 718
Macaroni and spaghetti 115
Biscuits, cakes and pastries 104
Preserved vegetables, jams, juices &0
Garments 426
Linens and other furnishings 58
Footwear 67
Toys 42
Varnishes and paints 189
Cosmetics and toilet preparations 137
Disinfectants, insecticides, etc. 200
Household plastic products (to partially 255

substitute for glass and ceramic products)
Purniture 108
Brooms and brushes 25
Wood products 614
Poles and posts 120
Printing paper, exercise books, envelopes 174
and postcards

Barbed wire 69
Nails, staples, etc, 58
Bolts and nuts of iron and steel a4
Netting or fencing of iron and steel 100

2. Export Oriented Industries:
Coconut oil
Pish producta
Fruits and juices

Coconut cresm
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Desiccated coconut

Activated carbon

Cocoa butter, powder and related products

Beers and cigarettes

Garments

Printed fabrics

Bags ad travel goods

Wigs and hair pieces

Costume jewellery

Crafts

Soft and wooden toys

Paintas

Soaps and detergents

Cosmetics and toilet preparations
/ Hardbo ard

Pootwear

Lissembled electronic products

Computer card processing services

The above industries are only indicative of industries with import
substitution and export development potential. Government is prepared to
consider all industrial proposals where it can be demonstrated that a
meaningful economic contribution can be made to Western Samoa.




Annex 2

Nominal and Effective Rates of Protection for Selected Industries

Nominal Duty on

Nominal Duty on Raw
Matarial Input

Coefficiant of

Proportion of Final

« Effoctive Protection
Industry Imported Finished Material Output that isa
Product (full rate/incentive input Value Added Rate
rate)
Incentive Incentive Inceontive
Full rate Rate Full Rate Rate Full Rate Rate
Garmcnts
Island Stylea 60% 52% 52% 25% 39% J9% 121% 121%
Tircsa o Samoa 60% 52% 5% I7% 62% 45% 66% 129%
Screen Printina .
Island Styles 52% Sa% 15% 51% Lo% 3% 51% 133% ¥
]
Steecl Fabrication
Iron and Steel Fabrication Ltde. 45% hs% 13% 63% 48% 29% 35% 127%
Meat Prodicts
Samoa Meats 34% 34% 34% Lok L7% L7 L2% 42%
Food Proceaslqg
Aunty Lanu‘s Cake Factory 53% 26% 10% 48% LO% 4% 101% 142%
Sunshine Breud and Biacuit Co. 56% 22% a2% 49% 32% N 148% 14L8%
nan Manufacture
J. Wigseman 4L2% L2% o% 32% 17% 31% 168% 135%
Paints
Samoa Paints L2% Q2% 25% 48% L9 45% 4% 67%



Annex 3 Eatimates of Local Market Size for Selected Products
Industry Total local sales Exports Local Sales of Imports Total Market 1Imports as a ratio of
of local companies Local Companias Size the Domestic Market

Garment 140,000 18,500 158,500 483,368 641,868 75.3%
Footwear 200,000 - 200,000 67,612 267,612 35.3%
Food Processing - biscuits and cakes 323,000 - 323,000 104,200 427,200 24.4%

- confactionery -(started late 1978) - - 115,238 115,238 100%

- ice croam 160,000 - 160,000 40,000(est) 200,000 20%
Paint 245,000 50,000 295,000 160,000 455,000 35.2%
Steel Fabrication 702,000 - 702,000 412,383 1,114,383 37% fﬁ
Papor products ~(started 1979) - - 371,656 371,656 100%
Wind generators -{ncw product) - - - - -
Breweries ~{atarted 1ate 1978) - - 600,000 600,000 100%
Metal Products -(started 1979) - - 403,148 403,148 100%
Mufflers 50,900 - 50,900 N/A - -
Soft Drinks 550,000 - 550,000 8,615 558,615 1, 5%
Gas Manufacture 238,000 - 238,000 Negligible 238,000 o%
Bag Manufacture 7,700 - 7,700 27,155 34,0855 77:9%
¥Wood Products 150,000 - 150,000 99,154 249,154 39.8%
Cigarettes -(started 1979) - - 896,187 896,187 100%
Match Manufacture ~(atarted 1979) - - 32,177 32,177 100%
Meat Products 510,000 - 510,000 639,531 1,149,521 55.6%



Annex kb Saelected Data on Firms Approved Under the Entoerprises Incentives Act
- Equity Net Capital 1

Nama of Enterprise Industry Incentives Duty Tax Free capital Worth Employed Sales Profits Eamployecs
Island Styles CE,BM,tM Vehicle 0 yecars 65,000 59,455 125,092L 119,000 7,500 32
Tiresa o Samoa Creations Garmont CE,BM,RM Vehicle 2 years 18,300 22,135  34,615L 13,000 1,900 8
Design Pacific CE,BM,RM Vghicle 5 years 77,000 25,000 2,000 21
S.Ce Percival CE,RM, Ve¢hicle 5 years 10,000(eat) 1, 500 - K
South Pacific Industrials CE, BM Vehicle J ycars 21,000 175,000 20,000(est) 10
Van Boxtcl Footwear CE,BM,RM Vohicles 6 years 20,000 20,000 - 5
Faleacavae CE Vehicle 3 years 10,000 5, 000 - 5
Sunshine Bread & Biscuits CE Vehicle 3 years 45,000 66,309 73,787 245,000 10,200 28
Aunty Lanu'sg Cake Factory Foud Processing CE BM,RM Vehiclas § ycars 10,000 93,000 6,000 14

1
Samoa Tropical Products CE, RM Vehicle 3 years 75,000 83,955 118,955 234,000 6,800 110 5,
O

Samua Snack Foods CE, RM Vehicles 3 years 40,000 - - 12,
Supreme Ice Croam CE, BM Vehicles 5 yaars 60,000 160,000 20,000(est) 15
Samoa Paints Limited Paint CE,BM,RM Vehicles 2 ycars 30,000 66,245 295,000 34,000 12
Samos 1ron and Steel CE,UM,RM Vehicles 4 years 110,000 113,535 197,441 492,000 64,000 13

abrication . .

Steel Fabrication

Samoa Roofing & Builders RM - 50,000 51,863 51,863 210,000 19,000 5

Supplies
Pepa Industriaes Paper Products CE,BM,RM Vchicles 3 years 50,000 - - 12
Wind Power Wind Generators CE,BM,RM Vehicles 3 yearsa 20,000 - - 4
W.S. Breweries Limited Beer CE,BM,AM Vchicles 5 ycars 1,000,000 - - 60
Brugger Induatries Metal Products CE,BM,RM Vehicles 5 yaars 45,000 - - 12
Automotive Exhaust Systews C&,RM Vehicles 4 yoars 20,000 10,900 (3,600) 3
Cordtz Enginecering Wutflers CE, Vehicle - 8,000 40,000 13,000(est) 6
Apia Bottling Soft Drinka CE, BM Vehicles 5 years 105,000 350,000 35,000(cat) 3O
Curry's Cordials CE - 200,000 20,000(est) 51




Namae of Enterprise Industry Incentives - Duty Tax Free 5::::!1 Not Worth g;;::;:d Sales Profits Employces
Samoa Industrial Gases Gas manufacture CE,BM,RM Vehicles 4 ycars 123,500 129,752 226,396 238,000 25,000 12
J. Wiseman Bay manufacture CE,BM,RM Vehicles 5 years 52,000 7,700 (6,000) L
Samoa Wood Products Wood Producta CE 2 years 9,000 150,000 20,000(eut;—_;;~“
Rothmans Industries Cigarcttes CE,S5HM,RM Vehicles 3 yecara  220,0C2 - - ‘_Ht:;—h
W.S« Match Company Match manufacture CE,BM,RM Vehicles 5 years 100,000 - - léul
Pacific Meat Packing Co. Muat Producta CE, Veghicle 3 yoars 5,500 200,000(est) 1,000 15 E?
Samoa Mcats CE, RM Vehicles 3 years 50,000 56,782 56,782 180,000 20,000 6 '
W.SeT.&.Ce CE,BM,RM. - - 130,000 44,000 21

Notes: CE =

BM
RM «

Comnstruction Equipwment
a Building Matoerialsas

Raw Materials
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Annex 5

Illustrative Exangle to Show How to Calculate
the Effect of Changes in the Tariff Rates on
Profits and Effective Protection

Ae General Information

1, Name of Companyt ABC Ltd.

3. Concessions Now Being Received:
a) Duty free import of machines
b) Concession rate on raw materials

¢) 1Income tax holiday
3¢ Date of Production: 1974
4y Date of Termination of Coneessions: 1979

S¢ Products Manufactured/Processed/Assembly
a) Men's and Boys' Shirts
») Men's and Boys' Undeswear

6, Industry: Garment
7¢ Estimate Size of Local Market for Products $500,000
8s Egtimated Share of Losal Mamket $200,000

9:; Capasity Utilization of Mashineg eon:
a) 1 shire 3 80%
b) 2 shifts Ni}

10y Noymal Tariff Rate oni
a) Raw Materials (T-) secssssersossarsgesss k0%

d) PFinal Goods (Tf) ...-....u........uoSO%

11, Congession Tariff Rate in Raw Magepials (r.) seesee15%

12y Congession Being Requeated;

a) Raw Matoerial

®) Pinal Good
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Concassion Rate Normal Rate

15. Effective Rate of «50 - (.15 x .36) = 106% 250 - (.40 x .36) - 85%

Protection: ) N Y
Y 18,000 00 .
16, Ratio Net Profit to Z(T:TOO_ a  30% wj——'ooo = 1
Net Worth:

17. Assumption: Ratio of Net Profit to Net Worth of 20% is reasonable.
Implied Nat Profit s «20 x 60,000 - 12,000

18. Difference between net profit with eoncession duty rate and implied
net profit: 6,000 (lines 11 and 17)

19, Implied amount of duty: 10,500 + 6,000 - 16,500

(1ines & and 18)

16,500 -
20, Implied new duty rate: 361600 24%

21, Effeective Rate of Protection with implied new duty pate
.0-(.2‘0! 6)
-2---753--‘2- - 98%
Ef{fqetive Ratg of Protection is Expressed as:

e = Tr - (Tu x M)
v

Wherey e is the effective rate of protection
rf is the import tariff on finished goods

T, is the import tariff on raw materials (Normal, Coneession Implied)

M is ratio of imported raw material (CIF) to Output
V ig ratio of value added to output
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Annex 6
Financial and Economic Information - {(Proposed Change)
1977
1. Raw Materials - CDV = Value 70,000
2. Insurance, freight etc. 10,000
3. Norwal Duty - 4O% of CDV = Value 28,000
k. Concession Duty Rate - 15% of CDV - Value 10,560
Se« Value of Raw Materials - with normal duty rate 108,000
6 Value of Raw Materials - with concession duty rate 90,000
7. Value of Output:
a) Sales 200,000
b) Changes in finished stocks 20,000 220,000
8. Net Worth (i.e. Paid-up Capital and Reserves) 60,000
9. Capital Eaployed (i.e. Net Worth and Long term and
short term borrowings) 160,000
10. Net Profit - with normal duty rate 500
11. Net Profit - with concession duty rate 18,000
12, Value Added: Normal Duty Concession Duty
a) Net Profit 500 18,000
b) Interest 2,000 2,000
¢) Depreciation 2,000 2,000
d) NPF 200 200
@) Other indirect taxes 200 200
f) Wages and Salaries 60,000 60,000
Sub-total 64,900 82,400
g) Duty 28|000 10,500
VALUE ADDED $92,900 $92,900
13. Ratio of Raw Materials to Output: 80,000 - «36
220,000
14 Ratio of Value Added to Output: 2 = k2

220,000
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Annex 7
ENTERPRISES INCENTIVES ACT 1965
Western Samo
ANALYSIS
Title 16. Subsequent application
1. Short Title 17. Extension of tax holidsy period
2. Intermrezation 18. Relief from customs duty
3. Administration of ALct 19. Special provisions relating to
4, Establislment and members articles acquired free of
of Incentives Board customs duty
5. Deputies of members of Board 20. Restriction upon disposition of
6. Terms of appointments articles acquired free of
7. Meetings customs duty
8. Remuneration and allowances 21, Relief from income tax
of Board ifembers 22. Annual Repart
9. Members and officers to 23. Excusing compliance with
maintain secrecy Buginess Licences Ordinance
10. ipplication for approval order 1960
11. Existing enterprise producing 24, Revocation of approval order
similar product - 25, Head of State may amend
12, Director to repart to Board Scheduls
13. 3oard to repart to Cabinet 26. Offences
14. Cabinet may approve enterprise 27. Repeal amd Savings
15. Notification of order or Schedule
refusal

AN ACT to encourage the egtablishment and expamsion of enterprises in
Western Samoca, by making provisions for the grant of certain relief
from customs duties, income tax and business licence fees to persons
engaging in approved enterprises; and for purposes incidental to or
connected with any of the foregoing purposes., (21 October 1965).

BE IT ENACTED by the legislative Assembly of Western Samos in the Parlia~

ment assembled as follows:-

1. Short title - This Act may be cited as the Enterprises Incentives

Lct 1965,

2. Interpretation - Tn this Act, unless the context otherwise
requires, -
"Approval Orders" means an order approving an enterprise made under
section 14 of this Let;
"ipproved enterprise” means an enterprise in respect of which an
approvel order has been made under section 14 of this Act; and

means only the expansion of the enterprise where the approval

relates only to such expansion;




"Board ™means the Incentives Board establishment by sectiom 4 of
this Act;

"Collector™ means the Collector of Customs;

"Commissioner" means the Commissioner of Inland Revenue;

"Date of productiom", in respect of an enterprise, means the date
of production specified in an order approving that enterprise,
which shall not be later than the date set out opposite the
class of that enterprise in the Schedule to this Act;

"Department® means the Department of Economic Development consti-
tuted and established by the Economic Development Act 1965:

"Director™ means the Director of Economic Development appcintad
under the Bconomic Development Act 1965:

"Bnterprise" means an enterprise of one of the types set out in
the Schedule to this Act:

"Enterprise™ means the person authorised by an approval arder to
conduct an approved enterprise:

"Minigter® means the Minister of Finance and Economic Development:

"Tax holiday period", as to customs duty, income tax and business
licences, or any one or two of them, means any period commenoc-
ing from an approval order coming into force, and -

(a) Ending at the expiration of my period up to five years from
the date of production, as ordered by Cabinet ir the approval
order, or, if not so ordered at the expiration of such five
yesrs; or

(v) Ending later if and as granted by Cabinet under section 17
of this Act.

3. Moipistration of Act - The Department, under the control of the
Minister and subject thereto of the Director, shall be charged with the

general administration of this Act.

ard - (1) There is

hereby established a Board to be called the Incentives Board.
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(2) The Board shall consist of -
(a) The following voting members -
(1) The Minister, who shall be the Chairman;

(ii) Two other members of the Legislative Assembly,
to be rominated by the Assembly and appointed
by the Cabinet;

(iii) A member of the Chamber of Commeree of Western
Samoa, who is a citizen of Western Samoa to
be nominated by the Chamber and appointed by
the Cabinet; &and

(iv) A planter,who is a citizen of Western Samoa, %o
to be appointed by Cabinet; and

(b) The following non~voting ex officio members -

(i) The Director, who will also act as Secretary to
the Board;

(ii) The Financial Secretary;

(1i1) The Commissioner; and

(iv) The Collector.

5. Deputies cf members of Bogpd - Cabinet shall also appoint -

() Two other members of the legislative Assembly to be nominated
by the Aasembly to be the respective deputies of the two
members of the Assembly appointed to be membera of the
3oard;

(b) Another member of the Chamber of Commerce who is a citizen of
Westermn Samoa to be nominated by the Chamber to be the
deputy of the member of the Chamber appointed to be a
member of the Board;

(¢) Ainother planter to be the deputy of the planter appointed

to be a member of the Board.
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(2) Bach deputy shall act for the member whose deputy ne is
whenever that member -
(a) Dies or regigns or is removed from office; or
(b) Prom any other cause whatever is not available or
oligible or is otherwise unable to act as a member
of the Board.

(3) When a deputy is called on to act irn consequence of -

() iny of the contingencies specified in paragraph (a)
of subsection (2) of this section,; he shall continue
to act until a substitute member has been appointed;
and

() Aoy of the contingencies specified in paragraph (b)
or sub-section (2) of this section, he shall continue
to act until such time as the member whose deputy he
is again able to act,

(4) ™ every case where a non=voting ex officio member of the Board
is absent from a meeting of the Board, a deputy appointed by him may
attend and act at the meeting in his stead.

(5) The fact that any deputy attends and acts at any meeting shall
be conclusive proof of his authority to do so, and no person shall be
concerned to enquire whether the occasion has arisen which authorises
or requires him to do so.

(6) Terms of appointments - (1) Subject to the other provisions
of this Act, the members and deputy members of the Board to be appointed
by Cebinet shall be appointed for a term of three vears, but may from
time to time be roappointed.

(2) Any member or deputy member of the Board appointed by
Cabinet may at any time be removed from office by Cabinet for loss of
qualification, disability, bankruptcy, neglect of duty or misconduct

proved to the satisfaction of Cabinet; or at any time resign his office

by written notice given to the Minisgter.
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(3) If any member or deputy member of the Board appointed by
Cabinet dies or resigns or is removed from office, or if any deputy
member is appointed to be a member, his office shall, as scon as
practicable, be filled by the appointment of a new member or deputy
member as the case may be in the same manner as in the case of the
vacating member or deputy member.

(4) Subject to the other provisions of this Act, every member
and deputy member appointed under subsection (3) of this section shall
hold office by virtue of appointment for only the residue of the tem
of the vacating member ar deputy member.

(5) Unless a member or deputy member of the Board appointed by
Cabinet sooner vacates his office, he shall continue in office until his
succesgor is appointed, notwithatanding the expiry of the term far which

he was appointed.

7. Meetings ~ (1) Meetings of the Board shall be called by the
Director on the instructions of the Chairman.
(2) The quorum for any meeting shall be three voting members.
(3) Every question before a meeting of the Board shall be decided
by a majority of the votes of the voting members (including their deputies
if any) present at the meeting.
(4) Every meeting of the Board shall be presided over by ths Chair-
man, or, if he is not present, by a voting members or deputy of a voting
member appointed by the voting membters and deputies of voting members who
are present.
(5) At any meeting of the Soard the Chairman or other voting members
or deputy of a voting member presiding shall have a deliberative vote, and,
in the cass of an equality of votes, shall also have a casting vote. |
(6) A resolution in writing signed, or assented to by latter or I
telegram or cable, by a majority of the voting members of the Board or

their deputies shall be as valid and effectual as if it had been pasged

at a meeting of the Board.
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(7) Bxcept as otherwise provided in this Act, the 3oard may
regulate its procedure as it thinks fit.

8. Remeration and allowances of Board members - (1) There may be
paid, from moneys appropriated by the Legislative Assembly for that purpose,
to each member of thae Board appointed under clause (ii), clause (iii) or
clause (iv) of paragraph (a) of subsection (2) of section 4 of this Act
who is not a full-time salaried employee of the Government.

() Any travelling expenses reasonably incurred by him in
respect of the performance of his duties as a member of
the Board; and

(b) Such sum as Cabinet from time to time approves in respect
of each day or part of a day which such member spends upon
the buginess of the Board.

(2) Any such approval may be expressed to cperate from the date there~
of or an earlier or later date, and if not 3o expressed shall operate from
the date thereof.

9. Members and officers to maintain secrecy ~ (1) Zvery member of
the Board, every officer of the Department, and every other person engaged
or employed in comnection with the work of the Board or the Department,
shall maintain and aid in maintaining the secrecy of all matters which come
to nis kmowledge when carrying out his functions or duties under this Act,
and shall not commwnicate any such matters to any person, except for the
purpose of carrying this Act into effect.

(2) Every person who wilfully acts in contravention of subsection (1)
nf this section comnits an offence against this Act, ard shall be liable
to imprisonment for a term not exceeding three months or to a fine not

exceeding one hundred pcunds or to botk.

cf. 1958, No. 110, 3. 6 (N.2.).
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10. Applicgtion for approvael order - (1) Any person who is desirous
of establishing or expanding an enterprise in Western Samoa may apply to
the Department for an order approving such enterprise.

(2) The applicant shall supply to the Department, with his application,
the following information:

(a) Pull name, address and present occupation or main business of
the applicant, and, if the applicant is a public or private
company, where incorporated;

(b) Full name of the enterprise;

(c) The nature of the new enterprise or expansion of existing
enterprise, the resulting product of service, the anticipated
volume of operations during each of the first ten years of
production, where and how the product or service is to ve
marketed, and. the. price at. which. the. applicant. expects to
ve able to market the product or service;

(d) The number of existing enterprises producing a similar product
and their annual production, if knowng;

(e) The estimated sources, amounts, formm (cash or otherwise) and
purposes of the capital intended to be expended on the
enterprise during each of the first tem years of production;
a description and estimation of the cost of physical
structures to be erected or added and of capital equipment,
including vehicles, to be purchased;

(f) Aoy building materials, plant, vehicles, machinery, tools
(other than hand tools), raw material and other articles
which the applicant claims will be required for the
egtablishment, exransion, operation or conduct of nis
enterprise, and which he applies to be allowed to obtair
wholly or partly free of customs import duty, and as to
sach of them whether it will be wholly or only partly

used for these pwrposes, and, if only partly used, tne

extent of auch part use;




(2)

(n)

(1)

(1)

(k)

(1)

(n)
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The locality in which the enterprise or expanasion will be
situated and the site on which any factory will be erected,
with approvals in writing to that locality amd site from
the Directors of Works and Health;

The nature of the title to that site held or expected to
be obtained by the applicant, certified in writing by
the Director of Lands;

The conditions under which workers will be employed, including
salaries, weges and any provision far amenities, and housing
of the workers, and the numbers of Western Semoa and of
other workers intended to be employed initially, and during
each of the first ten years of production, amd a description
of the duties of each employee;

The provisions intended for apprenticeships for or other
training of Western Samoa workers, so as to increasse the
proeportion of such workers employed in the enterprise;

The rnature, source and amounts of raw materials intended to
be used by the enterprise during each of the first tem
years of production;

The date on or vefore which it is expected that -

(i) Work on the enterprise will commence, and

(11) The enterprise will produce in marketable quantities
the product intended to be manufactured or other-
wise produced, or the service intended to be
rendered;

The full names of the prineipals or intended directors, their

addresses, bank and other financials references, previous

baclcground and oxperience in the product or service to be
rendered;

An ostimated product cost analysis (including operating

costs) and a copy of a product or service marketability

survreys;
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(o) A copy of eny other survey obtained as to the progpects of
the enterprise; and

(p) Such other information as the Department may require.

11. isting enterprise ucing simi roduct -~ The Director,
if he considers that the enterprise may unduly affect any efficient existing
enterprise producing a similar product in Western Samoa, shall -

(a) Cell on the applicant to pay to the Department the cost of
publishing a notice pursuant to paragraph (b) of this section;

(b) When that cost is paid to the Department, cause & notice to
be puvlished at leagt in three issues of a newspaper or
newspapers published in Apia stating the nature of the
application which has been made, and that objections thereto
and the grounds thereof will be conasidered if lodged in
writing in triplicate with the DJepartment, with 2 copy to
the applicant, on or before such day as may be gpecified in
the notice; and

(e¢) Consider any objections which may have been received pursuant
to the notice, and any reply thereto which the applicent
may deliver in writing in triplicate to the Departwment, with
a copy to the objector, within two weeks of the last day for
lodging objections.

12. Directgr to repart to 3 — The Director shall analyse and
investigate each application, and shall then submit each application to the
3oard, together with any objections thereto and any replies to any objections,
and together with the Director's report and recommendation on the application.

13. Board to report to Cabinet - (1) The 3oard may refer any applica-
tion back te the Director for further information, analyais or investigation,
and 3 revised report and recommendation.

(2) After the 3oard has considered an application, it shall submit
the same to Cabinet, together with all papers relating thereto received from

the Direector, and togather with the recommendation of *he Soard with regard

thereto.
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14. Gabinet may sporove enterorise - (1) Cabinet mey by Order

approve any enterprise in respect of which an application has been made
in accordance with the provisions of section 10 of this Act, with or
without conditions, if it is satisfied that -
(a) The enterprise will be a benefit to the economy of Western
Samoa}
(b) Tt is in the public interest so to do;
(¢) It is either a new enterprise, or the expansion of an
existing enterprise;
(d) It will not unduly affect any existing efficient enterprise
producing a similar product in Western Samoa; and
(e) If the enterprise is to be conducted by a company, the
company is or will be incorpcrated under the Samoa
Companies Order 1935 (Reprint S.R. 1956/126 New Zealand),.
or registered thereunder.

(2) In all other ceses Cabinet shall refuse to make such an Order.

(3) The dec .iion of Cabinet on each application shall be final.

(3A) For the purpose of determining the date of termination of each
tax holiday period of the approved enterprise, Cabinet shall consider the
amounts of capital which the enterprise proposes to invest in the enterprige,
and the periods, and the periods durinzy which the enterpriser proposes to
to invest each amount of capital, and such other factors as Cabinet thinks
fit,

(4) Eaeh aprroval order shall specify -

(a) The date on or before which work on the approved enterprise
is to commence;

(b) The date of production of the approved enterprise; and

(¢) The date of termination of each tax holidey period of
the approved enterprise; and

(d) Bach article which Cabinet is satisfied about, and directs
to be specified in the approval order, in terms of

subsection (1) of section 18 of this Act; and
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(e) Bach article which Cabinet is satisfied about, and directs
to be specified in the Approval order, in terms of sube
section (5) of section 18 of this Act, with a statement
of the extent to which it may be free of customs duty on
importation into or purchase in Western Samoa.

(5) Bach approval order shall come into force on the day it is made,
irrespective of whether it is later formally drawn up a signed or otherwise

perfected.

15. Notificgtion of grder or refuszal - As soon as convenient after
Cabinet has made a decision on an application, the Director shall -

(a) Publish, at least in one issue of a newspaper published in
Apia, a copy of the approval order made, or a notice that
Cabinet has refused to mdke such order;

(b) Send to the applicant, the Finaneial Secretary, the Commissioner
and the Collector a copy of the approval order made, or a
notice in writing that Cabinet has refused to make such
order; and

(¢) Send to each objector a notice in writing stating ihe purpose
of Cahdnet's decision.

16, Subseguent applicgtion - No person who has been refused an
approval crder under section 14 of this Act, or has had his approval order
revoked under section 24 of this Act, shall renew his application or make
fresh application for the approval of the same enterprise until after the
expiration of six months from the receipt by him of notice in writing of
that refusal or revocation.

17. Extension of tax holiday period ~ On an enterpriser applying in
writing to the Department, before the end of one of his tax holiday pericds,
for an extension of that period, and furnishing such information as the
Department requires, the Board may recommend and Cabinet may grant eon
oxtension of that period up to ary time not later than the expiration of

ten years after his date of rroduction. The decislon of Cabinet on any

guch application shall be final, but shall not preclude a further application
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before the end of any extension of that period which falls shart of the
oxpiration of such ten years.

18. Relief from customs duty - (1) Bvery enterpriser conducting an
approved enterprise shall be entitled, frez his approval arder coming
into force to the end of his tax holiday period, as to customs duty te
impart into Western Samoa free of cusioms duty, those building materials,
plant, vehicles, machinery, tools (other tham hand tools), raw materials
and other articles which Cabinet is satisfied will be required, and will
be wholly used, for the cstablishment, ezpansion, operation or conduct of
the enterpriser's approved enterprise, and which are specified in the
approval order made by Cabinet under this section.

(2) Any enterpriser aggrieved by the refusal of the Collector to
admit any such articles free of customs duty or to refund customs duty
on any such articles purchagsed in Western Samoa may, within two weeks of
such refusal, appeal therefrom to the Board, whose decision shall be final,

(3) Cabinet may,br sapplementary order, made at any time during the
enterpriser's tax holiday period as to customs duty, allow to be imported
into Western Samoa free of customs duty, or to te purchased in Western
Samoa with benefit of refund of customs duty, on such terzs and conditions
as may be stated in the order, any raw materials and any other articles
which Cabinet is satisfiled will be required, and will be wholly used, for
the establishment, expansion, operation or conduct of that enterpriser's
aprroved enterpriss.

(4) Notwithstanding anything hereinbefore contained, the Collector
shall not be bound to refund customs duty or any article purchased in
Western Samoa if that duty amounted to less than 20 tala.

(5) Notwithstanding anything hereinbefore contained in this section,
where Cabinet is satisfied that any article will be required, but #will
not be wholly used, for the establishment, expansion, operation or
conduct of an approved enterprise, Cabinet may, in the approval order,
or in a gupplementary order nmade at any time during the enterpriser's

tax noliday period as to customs duty, allow that article to be imported
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into Western Samoa partially free or at a reduced rate of customs duty,
or to be purchased in Western Samoa with benefit of a partial refund of
customs duty, ard in either case to such extent, and on such terms and
conditions, as Cabinet thirnks fit.

19. Special provisions relating to articles acquired free of customs
duty - GEvery entermriser conducting an approved enterprise who imports
into Western Samoa any article free or partially free of customs duty, or
who purchases in Western Samoa any article on which he obtains a refund or
partial refund of customs duty, under the provisions of section 18 of this
Adct, shall -

(a) Kesp 2 recard in such form and containing such particulaer
as nay be required by the Collector of the articles so
imported or purchased by him;

(b} Cause such articles to be marked with such msrk and in auch
mammer as may be required by the Collector; and

(¢) Permit the Collector or any person authorized by him at any
reascnable time to inspect suzh recard and to examine any
such articles for the purpose of satisfying himself of the
accuracy of the particulars in relation tc such articles
centained in such record,

20. Restriction upon dispogition of articles acquirsd free of
gugtoms lufy - No article acquired by any enteryriser free or partically
free of customs duty under the wrovisions of this Act shall be sold, ziven
away or otherwise diuposed of by that enterpriser except -

(a) In the case of an assigument of his approved enterprise,
for the purpose of which such article was acquired *o
the assignee of such enterprise; or

(b) Upoen the enterpriser paying to the Collector the customs
duty on the value of the article sold given away or
otherwise disposed of, whicn value shall be the value
thereof at the date of the sale gift or other disposal
ag assessed by the Collector less any customs duty

already paid by him on the article and not refunded; -v

2
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(e) After the ~ex'piration of five years from the date of the

acquisition of such article.

21, Relief from income tax = (1) An enterpriser conducting an
approved enterprise shall, during his tax holiday period, as to income
tax be exempt from the payment of income tax under the Income Tax Ordin-
ance 1955 in respect of all income arising out of the approved enterprise
but shall be subject in all other respects to the provisions of the
Income Tax Ordinance 1955.

Provided that if the end of his tax holiday as to income tax
period does not coincide with the emd of the financial year of his approved
enterprise, the income for the financial year in which the last day of the
tax holiday as to income tax period falls shall be spportioned between the
parts of the said financial year which respectively precede and follow the
end of his tax holiday period as to income tax, on the basis of the number
of days falling within each period, and the income tmus attributed to the
part which precedes the end of his tax holiday period as to income tax
shall be exempt from income tax.

(2) Subject to the limitations contained in subsections (3) and (4)
of this section, where an approved enterprise is conducted by a company,
any dividends or profits paid to the sharsholders of the company, or any
of them, during the company's tax holiday period as to income tax, or
within two years thereafter, out of the income arising from the company's
approved enterprise during its tax holiday period as to income tax, shall
not be taken into account in ascertaining the chargeable income or the
rate of tax of such shareholders.

(3) The provisions of subsection (2) of this section shall only apply
to the extent that the total amowmt of dividends ar profits paid to a
shareholder as therein mentioned does not exceed the total amoumt invosted
by the shareholder in the approved enterprise up to the end of its tax

holidgy period as to income tax.
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(4) The provisions of subsection (2) of this section shall not apply
to any shareholder who would beceme liable by any law of his country of
residence to pay additional income tax owing to the fact that the dividernd
he received from the profits of an approved entermrise was not subject
to income tax in Western Samoa.

(5) During the tax holiday period of an enterpriser the assets of
his approved entermrise shall be depreciated by such amounts as are
normally allowed under the Income Taz Ordinance 1955 for wear and tear;
and at the end of his tax holiday period as to income tax the writfen
down values of the assets of his approved enterprise shall be treated
as commencing values for computing future depreciation allowances for
income tax purposes.

(6) Subject to the limitations imposed by section 57 of the Income
Tax Ordinance 1955, any loss incurred by an enterpriser in the conduct
of his approved enterprise, on balance over the whole of his tax holiday
veriod as to income tax may be set of f against his income arising from
his approved enterprise after his tax holiday period as to income tax.
For the purposes of subsection (3) of that section 57, the loss shall be
deemed to have been incurred in the last year of assessment of the tax
holiday period as to income taxz.

22. Annual Repart - There shall be submitted by the enterpriser ‘o
the Department, with a copy to the Commissioner, within six months of the
close of each firancial year of his approved enterprise dwiing his tax
holiday period as to income tax a report in writing on the conduct and
progress of the enterprise during thz past financial year togetrer with
the annual accounts for that year duly audited by an auditor approved by
the Director, Such accounts shall cmtain a statement ziving full
particulars of all capital ezpended on the enterprise, show how this
capital has been depreciated dwring the financial jear in question, and
generally contain sufficient information to show whether or not the
enterprise has complied with all conditions of his approval order during
that financial year. The enterpriser snall answer all questions put to

him by the D:epa.rtment or the Commissioner relevant to such accounts, and

'
'
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shall allow an officer of the Department or the Commissioner to enter his
business premises and inspect the same and inspect and take copies of or
extracts from his books and records,

23. Excusing compliance with Businegs Licences Ordinance 1960 -
Notwithstending anything to the contrary in the 3Business Licences Ordin-
ance 1960, no enterpriser shall be liable, for the duration of his tax
holidey period as to business licences to obtain or pay for any licence
under the provisions of the Business Licences Ordinance 1960, in respect
of all or any part of his approved enterprise.

24, Revocation of approval order ~- (1) The Director, if he
considers that -

(a) The information furnished in an enterpriser's spplication
is false in a material particular; or

(b) There has been undue delay in the commencement of his
approved enterprise or in the production of its product
in marketable quantities; or

(e) His enterprise is not being conducted in accordance with
the terms of his application ar his approval order or
this Act; or

(d) Where the enterpriser is a company, there has heen a
significant change in its shareholding or control; or

(e) The conditions relating to the employment of labowr or
the housing of workeras in his approved enterprise sare
unsatisfactory; may call upon the entermriser to supply
in writing within one month an explanation, and an
agssurance as to nis future actions,

(2) If the Director does not receive such explanation and assurance
within such period, or if the Board considers and Cabinet holds one or
other of them to be unsatisfactory, Cabinet may revoks the approval order
made under section 14 of this Act from such earlier current or later date

a3 Cabinet thinks fit,
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(3) When any approval order made under section 14 of this Act has
been revoked tnder the provisions of subsection (2) of this secticn,
Cabinet shall cause a notice in writing to that effect, and as to the
date from which such revocation takes effect, to be sent to the enter-
priser, and to be published at least in one issue of a newspaper
published in Apia.

(4) The provisions of sections 18, 21 and 23 of this Act shall
cease to apply to such enterpriser as from the date from which such
revocation takes effect,

(5) Within tirse months from the date of revocation if made to take
effect from an earlier or current date, and if from a later date then
within tiree months from the date from which such revocation takes
aeffect, the enterpriser shall pay to the Collector in respect of all
articles acquired by him free or partially free of customs duty under
this Act, customs duty calculated as if the articles have been disposed
of under paragraph (b) or section 20 of this Act as at the date from
which such revocation takes effect:

Provided that the Board shall have power to remit all or part
of such custonms duty on the ground of hardship,

(6) Any sum which may be payable to the Collector under the provisions
of subsection (5) of this section may be recovared by the Collector in a
Court of competent jurisdiction as a debt due to the Independent State
of Western Samoca.

(7) Wnen the date from which the revocation of an approval order
takes effect does not coincide with the end of a financial year of the
enterpriser, then nis chargeable income in respect of the financial year
in which his enterprise ceases to be an spproved enterprise shall be
subject to tax under the Income Tax Ordinance 1955 as if no approval
order had been made under this Act covering that year, and such tax

shall be recoverable accordingly.
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(8) When the date from which the revocation of an approval arder
takes effect does not coincide with the end of a calendar year, then
within one month from the date of revocation if made to take effect from
an earlier or current date, and if from a later date then within one
month from the date from which such revocation takes effect, he shall be
liable to comply with the provisions of the Business Licences Ordinance
1960 in respect of the calendar year during which the revocation of the
approval order takes effect.

5. of State end Schedule - The Head of State, acting
on the advice of Cabinet, may from time to time by Order add to, vary or
amend the Schedule to this Act:

Provided that no amendment to the Schedule shall affect the date
of production specified in an approval order made before the amendment
comes into farce,

26. Qffences - (1) Every enterpriser conducting an approved
enterprise who contravenes any of the provisions of gection 19 of this
Act shall be guilty of an offence and on conviction thereof shall be
liable to a fine not exceeding cne *housand taisz and in default of payment
thereof to be imprisoned for a term not exceeding twelve menths.

(2) Every enterpriser conducting an approved enterprise, or any other
person, who contravenes any of the provisions of section 20 of this Act
snall be guilty of an offence and on conviction thereof shall be liable
to a penalty not exceeding three times the duty payable on the articles
in respect of the disposal of which he contraveres such provisions, and
in default of payment thereof to be imprisoned for 2 %erm not exceeding
twelve montns.

(3) Bvery onterpriser who fails to furnish the report or any accounts
or infarmation required by secticn 22 of this Act within the time
stipulated therein or to answer promptly any reievant question put to
allov any entry inspection or taking of copies thereunder, shall be
guilty of an offence and on conviction thereof shall be liable to a fine
not exceeding fowr lmndred tala or to iuprisomment for a term not

exceeding six months, or to weth such fine and imprisonment, '
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27. Repeal and Savings - (1) Paragreph(s) of subsection (1) of
section 47 of the Income Tax Ordinance 1955 is hereby repealed.

(2) Notwithstanding that repeal, any declaration of exemption made
by the Minigter pricr to that repeal, up to the amount specified in that
declaration, shall remain in force up to the next date on which it would
have been annually reviewed if that peragrsph(s) had not been repealed.

(3) Notwithstanding anything hereinbefore contained, the whole of the
enterprise of any company which has the benefit, on this Act coming into
force, of a declaration of exemption made by the Minister under that
paragrapn(s) shall be deemed to be eligihle for an application under
section 10 of this Act and the maldng of an spproval order under section
14 of this Act.

Provided however that Cgbinet shall have power to restrict the reliefs
which the meking of such an approval order would afford to the company
under section 18, 21 and 23 of this Act had it not been for this proviso.

SCEEDUTLEZE
Sections 2 and 25:

Types of enterprises eligible far Date of production, in each case
approval under this Act: from the date of the approval
order:

1+« PFactory for the processing of any of
the following primary agricultural
or pastoral products:

(a) Pruit crops, such as bananas,

pineapples and pawpaws 2 years
(b) Short-term industrial crops, such

as coffee and sugar 2 years
(¢) Pulse and grain crops, such as

rice, beans and commn 2 years
(d) Minor livestock, auch as poultry

end pigs 2 years
(e) Fruit tree crops, such as avecado,

citrus and cashew 5 years
(f) Long=term industrial crops:

nacelania and coconuts 10 years

cocca 5 years

(g) Major livestuck, such as cattle 5 years




2.
3.
4.
5.
6.

T
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Factory of any other desecription
Hotel and visitor support facilities
Fisheries and fisheries development
Afforestation

Research and research development
Internaticnal Shipping operating any

vessel having a gross tonnage of no less
than 1000 tons,

1% years
2 years
2 years
2 years

2 years

5 years
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Annex 8
EXPORT FORECASTS FOR 1979 AND 1980

.

Value (tala)

. Item 1977 1978 19791 1980’
Copra 4,608,000 3,615,000 3,750,000 3,500,000%’
Cocoa 5,875,000} 2,645,000 2,600,000} 3,000,000
Taro 337,000} 1,127,000} 1,250,00c { 1,500,000
Banana 61,000 56,000 41,000 50,000
Timber ) 185,000 209,000 300,000 500,000
Annatto seeds & Processed annattd 80,000 87,000 100,000
Kava 31,000 80,000 100,000
Husked nuts 7 4000 21,000 30,000
Avoecadoes 4,800 8,000 10,000
Passion fruit (frozen) 5,000 35,000 60,000
Mango (frozen) 1,000 3,000 10,000
Papaya (frozen) 2,000 8,000 12,000
Coconut cream 280,000 500,000 1,000,00C
Beer 150,000 250,000
Cigarettes 20,000 100,000
Matches & splints 470,000 750,000
Metalcrafts 100,000 500,000
Soap 55,000 100,000
Handictafts 129,000 | 200,000 250,000
Others 518,000 63,200 100,000 250,000
TOTAL: 11,584,000 |} 8,255,000 | 9,778,000 | 12,072,000

1) Forecasts

2) More coconuts and copra being processed.

If coconut-oil mill commences overation in
1980 the total value of 0il exports might

be higher than the value for copra cxports.
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Annex 9
FORECASTS OF GOODS AMND SEZRVICES DEFICITS FOR
1979 AND 1980
1) 1) 2) 2

Value: (tala) 1977 1978 1979 1980
Exports 11,500 | 8,500 | 10,000 12,000
Imports 32,500 | 40,500 48,000 | 55,000
Trade deficit 21,000 | 32,000 38,000 43,000
Travel/Tourism receipts 3,500 6,000 8,000 10,000
Remittances Receipts 54500 9,000 12,000 15,000
Goods and Services deficit 12,000 17,000 18,000 18,000
Foreign Aid 9,000 15,000 18,000 18,000

Note: All these figures except the 1977 and 1978 export/import

figures are provisional estimates.,

1) Provisional

2) Fcrecasts




Annex 10

Name of Enterprise

Western Samoa Hotel Co.

Samoa Industrial Gases

Samoa Tropical Products

Samou Iron & Steel Fabrication Ltd.
J. Wiseman (South Pacific) Ltd.
Western Samoa Breweries Ltd.
Brugger Industries

Rothmans Industries

Samoa Foreat Products

Government Shareholdinﬂs in

Pald up Capital

Amount of

Capital Held
by Government

900,000 399,952
120,350 20,000
75,000 15,000
90,000 12,000
67,000 32,000
1,000,000 675,655
45,000 9,000
200,000 20,000
600,000 588,000
$3,097,350 $1,771,607



rIndustrial[Tourist Enterprises

Govt. Capital

as % of
Total

44l

16,6

Govtts shares

Net Profits

(13,77%) ( 6;116 ) (47,845)
129,752 21,539 25,072
83,955 16,791 6,766
113,535 15,100 35,358
52,300 25,000 -
1,000,000 675,655 -
45,000 9,000 -
200,000 20,000 -
916,173 897,849 66,173
$2,509,652 $1,674,818

Name of Govt.

Appointed
Director

(if any)

Neroni Slade

Hans Kruse

A, Hutchison

Neroni Slade

Hans Kruse

ie Hutchison

A. Hutchison
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