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ABSTRACT

The UNIDO South Pacific Programme Report concerns the agro-
industries of the Cook Islands, Fiji, Western Samoa, Solomons,
Tonga and Vanuatu. These six countries face common constraints
due to their small size, limited resources, archipelagic nature
and distance from markets. Yet they have considerable potential
for industrial growth based on downstream processing and added
value products for niche markets in Australia, New Zealand,
Japan, the U.S.A. amd the E.E.C.

The mission found local industry to be poised for expansion and
well blessed with competent entrepreneurs and businessmen ready
to undertake substantial investments. Governments also were
keen to support local industry and to make comprehensive
infrastructure investments to assist national producers and
processors.

A total of over $300 million in private sector developments are
ready to be undertaken and the businessmen concerned are eager to
have their projects come under the umbrella of the proposed UNIDO
and FAO programmes. Government infrastructure plans total over
$200 million. To support this large programme, some $4.0
million of technical assistance is proposed for feasibiblity
studies, training, policy work, technical advice and liaison
activities with foreign private sector and financing
organisations.

The industrial investments identified cover the fields of fruit

and root crop processing, fish freezing and canning, downstream
processing of coconut, timber, cocoa, coffee, kava and vanilla,

animal feed mills, abbatoirs, meat canneries, leather tanneries,
shellcrafts, packaging industries, workshops and cold stores.

One of the Governments has alreeady requested UNIDO assistance
for a substantial agro-industry investment programme, and others
are expected to follow. It is anticipated for each UNIDO will
prepare a programme document in 3 volumes dealing with
Investment, Technical Assistance and Policy. UNIDO will then
approach donors for support on behalf of the Governments.
Programmes can proceed on the basis of initial support with
further funding coming from additional pledges during the course
of the programme.
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REGIONAL REPORT
UNIDG/FAO SOUTH PACIFIC PROGRAMME MISSION AUG - OCT 1990
A. BACKGROUND

The mission studied six South Pacific countries, namely the
Solomons, Vanuatu, Western Samoa, the Cook Islands, Tonga and
Fiji. Two of the FAO consultants continued on to Micronesia and
Kiribati, but these states were not in the original group
selected for the mission.

The six island states in the study, with the exception of the
Cooks are all fully independent countries. Their peoples are
largely Polynesian and Melanesian with additional migrants from
Asia chiefly, particularly in Fiji. Their economies are fairly
similar with coconut, tropical fruits, fish, root crops and
timber being the major agricultural crops.

The countries face a number of common problems and constraints
due to their location, size and relative isolation. The total
population of the six is less than 1.5 million persons. Land
area is only 65,000 square kilometres. The people are
distributed throughout some 250 islands. In some of the
countries the islands may be as much as 1,000 miles apart. What
they have in plenty is ccean or sea area. Together the six
states claim jurisdicticn over marine areas (Exclusive Economic
Zones or EEZ.) of over six million square kilometres.

Economically the countries rely on agricultural produce,

tourism, and some small scale mznufacture to survive. Until the
turn of the century they were all largely self sufficient in
their requirements but this is no longer possible and to maintain
their living standards they must all import heavily. Major
imports are pertoleum, electronics, machinery and other
manufactured goods. Some food stuffs and food inputs are also
imported. The main exports are copra, fish, fruits, timber, root
crops and some manufactured clothing. Traditional export
markets are New Zealand, Australia and the U.S.A. It is
becoming increasingly difficult to export fresh produce to those
countries and the current move towards processing of agro-produce
is long overdue.

Data on each of the six states is summerised in the table below:

Country Population Inhabited Areas in square kilometres
Islands Land area Sea area(EE2)
Cook Islands 18,000 15 240 1,830,000
Fiji 716,000 100 18,274 1,290,000
Western Samoa 170,000 4 2,235 355,820
Solomons 267,000 50 28,000 1,340,000
Tonga 100,000 36 700 700,000
Vanuatu 142,000 40 14,763 680,000
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B. DEVELOPMENT TRENDS

Previously the development policy of all the Pacific countries
was one of reliance on export of frech produce and tourism for
foreign exchange and engaging in processing or manufacture only
with the limited goal of import substitution in mind. This is
now generally accepted throughout the Pacific to have been a
fundamental mistake.

Few processing companies which target the domestic market only
are able to survive. Too often the local market is viewed as
the easy option and this results in a laxity of standards in
guality and efficiency that effectively prevents the company from
ever expanding into the export markets. The companies that
have succeeded in the export market have found that in the
process their goods have become even more acceptable on the local
market. Those which have failed to penetrate export markets
have found their products unable to compete with better quality
imports. Too often then their reaction, instead of upgrading
their gquality or efficiency is to appeal to Government for import
duty protection from foreign goods.

While it has been realised that processed goods must be of
adequate quality to compete on world markets, it has also become
apparent that export of fresh produce will become even more
difficult due to stringent quality and quarantine restrictions
imposed by New Zealand, Australia and the U.S.A. This
underscores the importance of investment in downstream processing
of agricultural commodities.

The relatively small volume of prcduction of particular items by
the small Pacific states means that they could never compete
directly with large agricultural producers like the S.E. Asian
countries. It is therefore imperative that they seek "niche"
markets for their products. This the progressive island
processors have been able to do with remarkable success, even in
cases where their products are priced higher than average.

The traditional mainstay of the Pacific island economies, namely
copra, has ceased to be an economic crop owing to falls in world
prices for both copra and coconut oil. Prices are now so low ,
Governments often have to subsidise production otherwise growers
consider it not worth the labour of harvesting and cutting, not
to mention the costs of inter-island shipping. The only option
now is to engage in downstream processing and to produce higher
added value products. It is important that the countries do
this as coconut will continue to hold a key position in the
islands as a crop of social as well as economic importance.

Practically all of the countries visited are now engaged in
programmes or strategies to promote the private sector. Some
government involvement in industry has been a feature in past
years, particularly in key commodities such as copra, timber fish
or farm crops. None of the Governments now view this as
desirable and there is in consequence a healthy attitiude to the
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private sector.

Economic and industrial planning is recieving serious attention
in each of the countries as they now recognise the importance and
value of long term, coherent policies and strategies. there is
therefore a window of opportunity for UNIDO to assist governments
with these exercises and in the course to become more deeply and
effectively involved in the industrial development of the region.

C. POTENTIAL

The small size of the Pacific islands puts distinct limits to
their potential in terms of volume of production. Their total
yield of agricultural produce will never compare with the huge
harvest of the large countries of Asia and S. E. Asia.

There is nevertheless a potential for increased production of
most of the region’s crops. The key to the increase is two-fold
- markets, and transport. If the markets can be developed which
will enable economic prices to be paid tc farmers then they will
produce. At present huge amounts of coconut and tropical fruits
go to waste because prices are too low to justify the labour of
harvesting, or markets are non existent as far as the remoter
island are concerned. But markets and prices are only half the
story if increased production is to be facilitated. There must
be transport, particularly inter-island transport, of a frequency
and at a price that is acceptable to the producers.

Given those twin requirements there is a potential in thePacific
islands for a substantial increase over current agricultural
production.

Fisheries, as well as agriculture, has a potential for increase
in the Pacific. The sub sectors with promise are deep sea
fisheries (chiefly tuna ) and mariculture or farming of fish and
shellfish. There is little prospect of increase in reef fish
production as that resource is already heavily exploited except
on the offshore deeper reefs. The main tuna fishing countries
of the six are the Solomons and Fiji, both of which have
substantial tuna canneries. Now Western Samoa, Vanuatu and the
Cook Islands are considering development of their own tuna
fisheries.

Fish farming also has prospects, particularly for shellfish
(prawns and lobster, oyster and mussel ) and for finfish such as
redfish, tilapia and mullet. These are all high value species
which command a ready market. Work is continuing on farming of
giant clam and growing of seaweed but these two products have yet
to prove their worth commercially. One of the more ambitious
prospects is ocean ranching of large fish for sashimi and gourmet
markets. This can be done on deep water sheltered bays and
there is a proposal for such a venture in Vanuatu.

Livestock farming could be expanded in many parts of the region.
Cattle flourish in Vanuatu, and pigs are reared in most of the




islands. There is also some chicken farming particularly in
Solomons and Fiji. The key element for all of these animals is
feed. If local feed mills can be developed to produce meal cake
and pellet at competitive prices, then the livestock industries
can flourish. These industries have potential for downstream
processing, - corned beef, lard, tallow, leather, bone and blood
meal may all be produced. Vanuatu is upgrading its
slaughterhouses to meet EEC standards so beef could be exported.

In the processing sector the greatest potential at present lies
in fruit processing. Markets exist for a great variety of
quality products: juices, purees, dried fruits, banana powder,
jams, preserves, ice lollipop fillers, fruit yoghurts,
concentrates, extracts, etc. The key in this case is quality
and a certain minimum volume to keep markets happy.

Root crop processing also has potential, dried, powdered, as
snack food chips and as convenience foods, peeled, washed and
vacuum packed. Starch may be extracted from cassava and alcohol
obtained from several such crops.

Downstream processing of coconut is essential if that industry is
to survive and that could include oils, margarines, soaps,
coconut cream, coconut chips, vinegar, juice, handicrafts,
charcoal and ropes or matting.

Expansion of forestry production is scarcely possible and would
be unwise, but there is considerable potential for added value
work to produce quality timbers and to manufacture furniture or
wood products.

Processing of cash crops is a growing area of interest. This
includes coffee, cocoa, vanilla, ginger and spices. Some of the
processing units are very small scale but of high standard and
able to supply both local needs and some export "niche" markets.

To support the processing industries there is an opportunity for
local and regional packaging industries to manufacture the
cartons, plastics and cans required. These could be small scale
and placed strategically to meet demand. Where local volume
does not justify establishment of a packaging plant, a regional
factory might supply the need at a competitive price.

Marine engineering industries could be expanded to support and
maintain the growing inter-island and fisheries fleets. Some
small boatyards are already in production, and in Fiji some steel
shipbuilding is beginning to develop.

Storage transport and cold storage service industries could be
expanded considerably and will have to be expanded to support
current increased production plans. Energy and water systems
service industries will also need to expand.

All told, the region, despite its small land size and the
isolation of some of its islands, does have considerable
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potential for increasing agro-industry output and exports by tens
of millions of dollars in most of the states.

D. CONSTRAINTS

The region’s main constraints which have already been alluded to
relate to its limited production, its relative isolation, its
lack of manpower, its limited industrial base and infrastructure,
and the archipelagic nature of the countries. The prevalence of
cyclones or hurricane force winds and the fragile nature of the
island ecosystems may also be considered as constraints. The
above constraints apply to all of the countries on the study.

Limited production creates marketing problems particularly with
regard to export products. None of the Pacific crops can
compare in volume with the produce of the Asian and S. E. Asian
countries. The only exceptions may be sugar in Fiji, and copra
which is producea throughout the region but 3in hundreds of small
scattered islands. The reiatively small production volumes mean
that processors or exporters must target limited "niche" markets
and avoid competing in major export markets.

The relative isolation of the islands adds a shipping cost to
imports and exports and places a handicap on all of the countries
vis a vis foreign trade. It also results in less awareness of
market potentials in distant countries.

Lack of manpower and especially skilled manpower is a result of
the small populations and of the prosperity of trained persons to
seek more lucrative work in Australia, New Zealand or the U.S.A.
There are now more Cook Islanders and Samoans living abroad than
there are at home.

The limited industrial base in all the countries (except nerhaps
Fiji) is a constraint to all industrial progress due to shortage
of machine shops, engineers, spare parts, service facilities and
supporting manufaturers who might supply inputs like packaging,
cans, pallets, cartons, detergents and hardware.

Infrastructure limitations cover a wide range of facilities
including roads, power and water supplies, piers, storage centres
agd communication facilities.

As all of the countries have many scattered islands (except
perhaps Western Samoa) they have difficulty in providing adequate
inter-island shipping services at a cost within the means of
small producers and a frequency to suit harvesting and markets.
this seriously depresses production.

All of the countries suffer damage from cyclone winds every few
years and some may be hit several times in one year. These
winds destroy crops, especially banana, but also pawpaw, coconut
and other fruit trees. And they can bring flooding in their
wake, or heavy seas which damage boats and coastal villages.




The relatively fragile nature of the Pacific island ecosystenms
means that the islands require careful protection to prevent soil
erosion or introduction of unknown pests or damage to the coral
reefs. Much forestry work for instance is designed to protect
hillsides from soil erosion and these plantations could not be
harvested like normal forests.

The constraints then are largely a product of the geography,
climate and population. Despte them, industria. development may
still take place but it has to foilow a pattern that recognises
the region’s limitations and vulnerabilities. The respective
Governments are of course well aware of this and their industrial
policies and strategies seek to take all this into account.

E OBJECTIVES

There is a similarity of purpose in the development goals of the
respective countries which places them at times in competition
with each other and at times in concert. While they all espouse
national goals, most of them pay lip service at least to regional
co-operation. The sensative balznce between national benefits,
and concessions to neighbours is a difficult but vital aspect in
the struggle to develop meaningful and beneficial cooperation in
trade and industry among the island states.

As the national goals of each country are detailed in the country
reports, and as these in any case are quite similar to each
other, this section will deal with development goals and
objectives which may call for a degree of regional agreement and
cooperation.

A considerable amount of cooperation already takes place through
organisations like the South Pacific Commission and the Fisheries
Forum. The United Nations regional prcgrammes for the South
Pacific also help to strengthen links and joint activities
between the countries. In the areas of trade and industry,
regional cooperation could result in significant savings and
advantages for all concerned. But of necessity it involves some
quid pro quo or contribution by the participants if it is to work
effectively. This is not always easy to obtain.

Forestry goals may permit useful regional cooperation. The
resource or the production cannot be expanded so all countries
are looking for added value for timber products. One way tc
achieve this would be to have a regional importing office in
Australia with the purpose of recovering some of the retail value
of the sawn timber. Wood selling for $600 per cubic metre
f.o.b. are retailing at $1500 or $1800 per cubic metre.

Recovery of an additional $200 per cubic metre would make an
enormous difference to the producers. The Fiji Department of
Forestry has agreed to look seriously at this ideo. In order to
boost production of quality wood furniture it has been suggested
that regional manufacturers be given first option on purchase of
hardwoods to be exported from other pacific islands countries.
There is also a proposal to have a regional school of wood
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technology and desiqgn which would be self supporting and managed
by representatives of the wood industries.

All Governments are concerned at the cost of imported packaging
for processed foods. Fiji is the one country which has made
progress in local manufacture of cans, cartons, plastic
containers and wrappers. other countries need small scale
packaging producers and/or access to regionally produced
packaging at reasonable cost. The Solomons requires a can
making plant for its tuna and fruit industries. Vanuatu would
be willing to purchase cans for its needs fron the Solomons.
Tonga requires lower cost wooden pallets which Fiji or Samoa
could supply.

Vanuatu,Solomons and Fiji produce trochus shell button blanks.
Cook Islands wishes to set up a similar factory. Most of the
button blank producers are willing to sell their produce to a
regional finished button factory if one could be established.
Vanuatu businessmen are willing %o invest in such. The key to
such a venture is access to a sufficient volume of button blanks
to justify the capital investment in the expensive finishing
machinery.

Every country in the region has a problem with supply of animal
feed and hence wishes to establish an efficient economical feed
plant:. The constraints are lack of inputs - low cost fillers
and protein meals. Fish meal could be obtained from the tuna
plant in the Solomons, Fiji and Samoa, co-ca meal from the copra
0il plants, wheat bran from the flour mills and possibly waste
cuttings from new taro and cassava processes. But however feed
mills are to be supplied it will take considerable ecffort and
ingenuity on the part of the participating countries to obtain
adequate volumes of ingredients at economic prices. UNIDO and
FAO should work closely on this to assist the countries reach
their goal of local supplies of animal feed.

It is therefore mainly in the area of regional trade that the
countries can work together to achieve common goals and national
objectives. Trade of necessity involves shipping and further
strengthening of regional shipping lines would support the flow
of goods and materials between the countries.

G. UNIDO ASSISTANCE

The UNIDO Regional Project DP/RAS/86/075 supported by UNDP is
designed to meet the technical needs of the Pacific Island
Countries for the development of small industries. It relates
to the national UNIDO projects SOI/88,/002 in the Soclomons,
TON/86,002 in Tonga, VAN/88/004 in Vanuatu, plus the national
project in Fiji and some minor activities in Western Samoa and
the Cook Islands.

As the consultant was not able to meet with rcgional project




@

personnel during his assignment, evaluation of the project is
limited to his study of documentation and his meetings with
national C.T.As. All the field personnel and government
officials spoken to were positive about the value of the regional
project though the limitations referred to in the UNIDO Technical
Assessment were confirmed. These relate to the difficulty of
close collaboration with the private sector in each country. Such
work is better undertaken by the national projects.

It is the Consultant’s assessment that the regional project has
performed best when it has brought entrepreneurs together to be
briefed on technology or trained in management and when it has
helped Government staff with project preparation and policy
development. It is least effective due to its regional
character when it has sought to assist with purely national
activities.

An area in which there is great scope for the regional project is
that of identifying export markets and putting potential
importers and local processors in touch with each other. At
present many importers are looking for this kind of cooperation
and of course most processors in the region would like to be put
in touch with additional importers. This activity could
logically fall within the second of the project’s three
objectives i.e. to identify technically and financially feasible
opportunities for small and medium-scale development.

The consultant supports the new concept for the regional UNIDO
project as outlined in the Technical Assessment (although he
would put less emphasis on training new entrepreneurs and more on
helping existing ones of proven ability ) but would add his
comments and recommendations ir. the Policy section of this
report, which advocate linking technical assistance to investment
and working much more closely with foreign and local private
sectors.

H. PROGRAMME AND PROJECT PROPOSALS

The agro-industry strategy of the South Pacific countries may be
summed up as one of:

- getting away from mere import substitution and moving towards
higher value products for both export and local markets.
- maximising utilisation of the main local products with further
downstream processing wherever possible : coconut, fish, timber,
fruit. sugar, root crops, shells, etc.

~ expanding work in cash crops, especially added value work,
coffee, cocoa, vanilla, ginger, spices,nalinut, etc.

In order to provide substantial support to the national agro-
industry development plans, UNIDO proposes the following national
programmes and the co-ordinating regional umbrella programme.

Cook Islands Integrated Industrial Development Programme

Fiji Industrial Expansion Programme
Western Samoa Investment and Industrial Development Programme
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Solomons Agro-Industries Development Programme

Tonga Development of Agro-Industries Programme

Vanuatu Industrial Planning and Investment Promotion
Programme

Regional South Pacific Agro-Industry Cooperation and Co-

ordination Programme

The national and regional programmes are based on genuine
investment plans by the private sector which they wish to have
incorporated in the proposed UNIDO and FAO programmes of
assistance. The Governments have also indicated their readiness
to make parallel supporting infrastructure investments

(in million dollars U.S.)
(initial estimates)

Private Infrastructure Technical Upfront TA
Investment Investment Assistance moneys needed
Cook Islands 60.0 50.0 0.7 0.2
Fiji 85.0 45.0 0.9 0.21
Samoa 40.0 30.0 0.4 0.08
Solomons 90.0 80.0 0.5 0.065
Tonga 10.0 10.0 0.3 0.055
Vanuatu (?) (?) 0.4 ¢.03
Regional 15.0 - 0.9 0.07
Totals to
date 300.0 215.0 4.1 0.71

Six regional projects are proposed. These are to meet needs
which are common to the six participating countries, or which
require a degree of inter-regional cooperation. To tackle the
problems on a purely national basis would involve duplication of
effort and may result in limited impact as a degree of
cooperation could greatly reduce costs or facilitate increased
industrial activity.

The six regional project proposals are:
1. Inter-Island Shipping study and Analysis

All the P.I.C.s recognise the constraint caused by inadequate or
expensive inter-island shipping services. An improvement in
this area could greatly increase the supply of agro-produce from
the islands, which in turn would improve the viability if
processing and export enterprises. Improvements may come from
better management and/or introduction of more versatile and
economic craft, or establishment of island collection centres
with proper storage and loading facilities.

It is proposed that UNIDI study the problem, possibly in
association with IMO or some maritime organisation to produce a
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cost effective solution for each country. This may lead to
further investment in cargo vessels or infrastructure and to
training for local technical and managerial personnel and
possibly some rationalisation or expansion of existing services.
The study might cost around $130,000

2. Animal Feed Mill Development

The livestock industries of the South Pacific all urgently
require improved and less expensive local supplies of animal
feed. Most attempts todate are hampered by difficulties in
obtaining adequate supplies of input materials at reassonable
prices. Some sources of copra meal, wheat bran, waste root
crops etc. do exist and could be expanded. FPish meal is
available from the tuna plants and may be produced in smaller
qguantities from some new fishery ventures.

UNIDO and FAO should work together to identify and develop
sources of material for each country and formulae for feed mixes
from the various materials for cattle, pigs, poultry and fish
farms. This may involve some inter-region trade in inputs which
should be less costly than materials currently purchased from
Australia and New Zealand. Estimated cost of project,
$95,000 .

3. Food Packaging Industries

The food processing industries all face a major constraint in
the cost and supply of appropriate packaging. In some cases,
packaging costs amount to 40% of the price of the finished
article. A reduction in packaging costs would improve the
viability of processing ventures and would make some
internationally competative. The packaging industries
themselves would add to the industrial base of each country,
providing both employment and added value as well as a reduction
in import costs.

The kind of packaging required includes plastic tubs, glass
bottles, cans, cartons, plastic and tin foil bags, labels,
printed wrappers and even wooden pallets. There is also a need
for local firms to pack commodities like rice, sugar and flour
info consumer sized packets.

It is proposed that UNIDO address the problem on a regional
basis, identify small scale manufacturing possibilities and also
some regional trade in packaging items if possible. The project
should liaise with national feasibility studies such as that in
Solomons for a can manufacturing plant, and in Piji for inter-
island trade in timber products (re pallets). A number of
companies already involved in packaging have indicated their
willingness to cooperate with the proposed project. Cost around
$120,000.
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4. Shell Button Factory

Trochus shell button blank factories are now in operation in
Vanuatu, Solomons and Fiji. A further plant is planned in the
Cook Islands. The total volume of button blanks from the South
Pacific is now sufficient to support a single factory to produce
finished buttons. Some businessmen have expressed interest in
investing in such a plant. But it would require the agreement
and cooperation of the various button blank producers in the
region. The tcechnology is available and manufacturers of the
machinery have offered to provide training. The global market
for finished shell buttons far exceeds the supply.

It is proposed that UNIDO work with the shell industries of the
region to help towards the establishment of a regional plant that
would enable further added value to shell products. Project
cost $35,000.

5. Timber Industries Cooperation

Each of the countries in the region wishes to maximise added

value from the limited timber resources. Fiji which has the
largest resource is willing to take the lead in any UNIDO/FAO
programme. The proposals have three elements:

i A regional training school of wood technology and design to
provide skilled entrants to the furniture industries. This
school to be self-financing ultimately and initially to be
supported jointly by the Fiji furniture manufacturers, the Fiji
Government, and UNIDO.

ii A timber pricing and quality coordination programme with
possibly an importing office in Australia to re-coup some of the
excessive profit being made by importers and retailers.

iii An inter-regional timber trade promotion programme to
strengthen added value work in enterprises such as the furniture
workshops

The total programme might cost $320,000 not counting any capital
assistance to the school.

6. Training in Operation, Maintenance and Repair of Plant and
Equipment

Manpower skills development is a major priority with all of the
Governments. The acute shortage of skilled engineers, mechanics
and technicians results in many plants and machineries being

out of service or at low efficiency for prolonged periods. FAO
fisheries and agriculture consultants have also recognised the
urgent need for such training. It is proposed that a regional
training programme be initiated to improve technical skills in
local agro-industry enterprises. Estimated cost $200,000

13




Total estimated cost of regional technical assistance proposals
$900, 000

The most urgent of the projects is the Inter-Island Shipping
study, followed by the Food Packaging Industries support. Next

in priority would be the Animal Feed Mills development and the
Timber Industries Co-operation.
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ADDITION TO THOMSOR UNIDO SOUTH PACIFIC REPORT

REGIONAL PROGRAMME
REGIONAL PROJECTS

INTER-ISLAND SHIPPING
ANIMAL FEED MILLS
FOOD PACKAGING INDUSTRIES
SHELL BUTTON FACTORY
TIMBER INDUSTRIES CO-OPERATION
TRAINING IN MAINTENANCE OF EQUIPMENT

MOBILISING OF FINANCIAL RESOURCES

LINKS WITH FUONDING AGERCIES & SOURCES

®

COMMITMENTS MADE BY GOVERNMERTS AND PRIVATE SECTOR

COST BREAKDOWN OF NATIONAL T.A. PROPOSALS
COOK ISLANDS
F1J1
WESTERN SAMOA
SOLOMONS
TONGA
VARUATU

All to be added at end of Regional Section of Report (page 14).




REGIONAL PROGRAMME

KRONTM  PACIFIC AGRO-INDUSTRY CO OPERATION AND OOORDINATION
PROGRAMME

An umhrallia ragional pragramme with the following tasks :

i. To liaise with the national programmes and to provide a
regional cooperation mechanism in areas which may benefit Zfroa
inter-regional cooperation.

ii. To monitor and supervise the work of the regional projects
and to keap aach acountry fully informed on the sotivities and

plans of the regional projects.

111. To act ao a 1opluanl ufflflce fur ifavesumeent snquiries, to pug
relevant foreign and local private sector businessmen in touch
with ocach other, and to encourage inter-regional trade.

iv. %P¢ provide logislic support to the reglonal projects and to
keep UNIDO hq informed on their progress.

Staffing and location: The logical base for the regional
prograpne o7?fice would be Suva, Fiji, and the ideal person
to oversee it would be the oxisting UNIDO country officer.
He would require the support of at least c¢ne additional
J.P.O, or A.P.0. plus socrctarial nesviven anud a
travel /comaunicationo budgct.

Not ocounting the salary of the existing UNIDO country officer,
and assuming he could undertake the additional responsibilites,
then the cost O0f the programme office over a 3 year period would

be around $ 300,000.




RZGIONAL PROJECTS
1. INTER-ISLAND SHIPPING STUDY AND AMALYSIS.
Joint UNIDO / INO project.

The project would provide the services of one international
shipping management expert, speclalising in small scale inter-
Island shipplag, amd six natiomal shipping axpavia.

The expert would spend up to one -;nth in each of the six

target ocountries where he would be assisted by the relevant
nationul expers. Tho national experte would be briafed in
advance in Fiji on the aata and infursabiuvus rcquired £or each

national study, and would be called again to Fiji for final
discussions before the main report ls completed.

The draft report would be delivered to UNIDO and IMO hq. and
to the Marine or Transport Department of each country for their
comRments and obsurvabtion,

The rcport would rrovida clear recommendations for the
rationalisavion of luluir-tsland ohipping service innluding gheir
woarcagemont; the tyre n” vamaala. and the shore facilities and
coordination mechanisms with producers. A thourough Trinancias
and economic analysis would guide each country on the future
development of their national shipping fleets to achieve the twin
targets of economsy and efficiency uithin +the constraints and
requirvaents ¢f the vorvioce.

Cost : Senlor consultant 7 m/months $ 17,000
National consultants 6 x 3 m/months 27,000
Travel, communications, adein., & hg
support | 26,000
Total $ 130,000




2.ANIMAL FEED MILL DEVELOPMENT
Joint URIDO/FAO project

The cos?®. and availability of animal foed is a wamuajor
gOn Traint ta the Aevelopment of livootuvuk lnausctry in the
ac

fio 1Ieland countries. Some feed mills exist buty they are
presently importing most of their raw materials.

It may be possible to obtain the bulk of the required raw

materials within country or at Jeasrt within +ha weagiem. Dut YiLio
wuUulu envald conaide;Zble effort and coordination, plus the

development of new feed fomulae for cattle, pigs and poultry
based on available raw materials.

The roject will investigate tha Dreathiliticea ~ne
..;-uzxunxnz. J:-ptovlnl or o;band national feed »ills on the

basis of available raw materials and will recommend feed foraulae
for each.

Two international expverts will ba recruited. The chief onw
Uill be a feed mill cconomisl and he Will be supported by a feed
formula specialist. 8Six nativnal consultants will be recruited
to obtain the local data.

Cost : Feed mill economist consultant 4 | ¥4 $ 44,000
Animal feed formula consultant 2 n/m 16,000
National consultants 6 x 2 m/m 18,000
Travel and communications 15,000
Total $ 95,000
4




3. FOOP PACKAGING INDUSTRIES

The ocoast of imported food packaging is preventing many
Processors in_ tha Rnnt Pacifio £rom bocumlug internacionaily
Acapetitive. In come cavus Lhe Prices paid are 2 to 3 times the

average global ocost due to ehipping charges and import dues.
Finished products may have as much as 40) par crent of their price
tuken up by the cost of packaging.

Of the six countries, only Fiji has made real progress with
local pPackaging wmanufacture. Thie inocluded vans, Plastic
bottles, plastic and paper bags, ocartons and tin foil. But even
there is a need for improved packaging and for a glass bottle
factory. Some inter-island trade in rackaging materials may
also be possible with Fiji acting as the main source.

The project will investigate the precise packaging needs of
each country and will suggest economical wavs of producing” or
obtaining the requirements.

- A food industries rackaging expert will lead the study which
will be supported by national experts in each country, and two in
Fiji. Special attention will be paid to can production in the
Solomons, glass bottla manunfacture in Fiji, plastic Juluve LubLs in
Tonga. and wvarnus raock for wachod peolud Larr ana other productse

in several states.

Cost : Preliminary work by ONIDO hq on

package production costs $ 4,000
Food industries packaging expert 5 m/n 55,000
National consultants 7 x 2 /M 28,000 -
Travel and communications 24,000
Cooting and anlyolio Ly oupportv 4,000
Total $ 120,000
5




4. SHELL. BUTTON FACTORY

This project 1is to aassess the feasibility of a regional
shell button factory. and an additional button blank factory in
the Cook Islande. The remional button faatory may ha loaatad 1in
Yanuatu or Fiji.

At present., shell button blank factories are in operation in
Vanuatu, the Solorons and Fiji. The Cook 1Islands which have
exported their ¢trochus shells to date are now interested to
establish their own button blank factory in Rarotonga. The
volume of button blanks now being produced in the region would
Justify the establishement of a finished button factory.

Several husinansrman have axpreaxsed intereat in a fieninsghed
button ovlant. chiaflv in Vanuatu and R4 Sechy = plant
requires sophisticated machinery to produce the quality <finished
buttons required by the global fashion trade. Machines can be

vrrhared from Japan, Roroa, Italy and obthor induwetbtrial
countries.
. Tha prajash ~Aanculband will geabhen Anformatlvas Laves

manufaciurers and rrom DULTLON purchasers, He (or she) wWill visit
the factories 1in Vanuatu, Solomons and Fiji and the potential
plent in the Cooks, and will interview local businessmen. On the
basis of the report and feasibility, a regional factory may be
entabllisired wahlchh il at considerav’y to the aggead varue or
shell products from the South Pacifioc.

Cost Shell cutten industry consultant
2.5 m/n ® £06,000
Travel, commucluvatloags and suadcies 7,000
Total $ 35,000




5. TIMBER INDUSTRIES COOPERATION

The project is +to help countries in the region to gain
maXimum addad value Lfrom dhoir Limber i1ndgustries. Tt will fooue
on throo wain arvas : training, trading and export.

The training element element is to improve and expand the
skilled manpower available within the region, in wood technology
and deaign. Id will focus on establishment of a self-financing
school which will be supported chiefly by the <timber and
furniture industries. UNIDO will provide the services of expert

trainers plus. taxthnoks, trainisgmateriatu-and some tvools and

equippent. It is hoped that the Fiji Government (and possibly
the timber industry) will provide land and a building.

The trading element is to promote inter-regional +trade in
timber so that countries wishing to export raw timber give first
option to others in the region which may have furniture factories
to utilise the wood.

. The export eslement is designed to recoup eome of the exceas
profito ocurrently bLelng mpade Dby importers (or 1lost by the
exporter due to poor guality control). It will have three gub-
elemtns :
i. promotion of wuality control in better saw milling and
improved kiln-drying.
ii. price coordination to maintain a common front towards
importers.
1ii. possible establishement of a regional imvort offina in
Australia.

Together theaa three mub-elemonto could invsivase the 1ncome Irom
exported timber by some 50 or even 100 per cent in some cases,
thus substantially boosting the industy.

Cost : Timber industry consultant 3 x 3

n.months $ 99,000

Wood technology and design trainer ’
’ 1.6 m.sontlin 86,000
Textbooks, training aids, machinery 125,000
Travel, communications, overheads 30,000
Total 320,000
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6. TRAINING IN OPERATION, MAINTENANCE AND REPAIR OF PLART
AND EQUIPMENT

The shortage of skilled manpower in the Pacifiec island
etates 1o affecting the use of agro-industry machinery in that
down-time due to lack of repaire and maintenance 1is seriously
hampering the industry in many places.

This projeot 1is to provide an interim measure of support
while Governments and industry proceed with their own manpower
development programmes. It must therefore be seen as esupportive
of kgnd not in plane of, pational ef2forts tv expand tThe sRiflfed
workforce.

. A national maintenance engineer will be selected _ and
recruited from each of the six countries. The selection will be
undertaken jointly by UNIDC and Government in close consultation
with industy. The six selected will be sent on an intensive
ragional course on the maintenance and repair of agro-industry
machinery. Following the course the engineers will return to
their countries where they will provide on the spot training and
assistance to local agro industry enterprises. The main training
consultant will 1later visit each to vet and advise on their
individual prograunmes.

Cost : Agro-machinery training engineer

1.5+ 1.5 n.ponths $ 33,000
Regional training assistants

2 X 2 m.months 8,000
National maintenance engineers

6 x 24 m.months 120,000
Training course facilities &

materials 26,000
Travel, communicationes & uvechesads 1¥,000

—— - e e e - - -

Total $ 200,000




MOBILISING OF FINANCIAL RESOURCES
FOR TNVRSTMRNT RRQUTRRMRNTS

The wmission identiried a readiness to invest in agro-
industry enterprises in the regicn amounting to over $ 300
million on the part of the private gector. This c¢ould rise
saslly W vves ¥ 400 milliun an Lho miosion could vieit only oome
o +tho intercoted privato scctor tusinocosowmen. Covcrnmonto alseo
indicated a willingness to support the industry by infrastructure
investments amounting to $ 200 million or more.

Thess funds will come from several sources including local
coomarcial  banke. national develoobment banks and international
financiers. Some Governments may also apply to the World Bank or
Aslan Developmant Bank for infrastructural loans but most _gseemed = _
to prefer to approach other sources first woing to the time aoand
the missions involved in any World Dank ¢r ADB loan. -

UNRIPO should pnol hjave Lo Lecums lavulvold ‘la Lhe inveostmentd

finance except 1f requested, to approach bilateral sources of

. vvuveoolivnal lvaun for particular ecoclal or cnvironmontal
elements of Government investment.

What is important for UNIDO,a and for the Government of the
six countries, is that the Organization be aware of all <the
industrial and pudblic investmente taking place so it can then
inform potential Dbdilateral donors that the programsme s golng
abcad and tlial suppuz Llay Levliulual asslstance conbribubionse arxre

well justified,

In several cases, indugtry will raquira +o complate
fenanibility studies to oatoify lcending hanks. To hel them in
thie, and as part of ite T.A. support, UNIDO should co-finanace
feansibility studico for the largcr cnberprioco and fully finanos
such studies for the smaller emerging local agro-industry
enlerprisos, . The oJupl of Lhesc oludlios arc cotimabed 4in  thoe

country section of the report.




LINKS WITH MULTILATERAL AND
BILATERAL FUNDING SOURCES.

It {8 proposed that a joint programme document be prepared
by FAO and UNIDO, entitled
“Agriculture and Agro-Industry Development
Programme for the South Facific Region”

This programme document should have at least three main sections,
namely Investment, Technical Assistance and Policy. - The T.A,.
rrojeots will bo divided botwoon UHIDO and FAO ac approprialce.

Once the programme document has been agreed to by the
Governments concerned. then copies can be presented to UNDP and
the potential bilateral donors, on behalf of the Governments
oconoerned.

While the programme docuxment will not contain detailed
project documents, it will have project ideas and <frameworks,
costed out and with essential basic information. An updated
attachment sheet will inform the donors of the progress both

Government and industry is making with the large investment
commitments, and of thoe up- front asolotancc being provided by

UNIDO, FAO and UNDP.

nacn aonor 1iI interested, may then select a portion of the
technical assistance programme for funding, depending on their
priorities and interests. As the programme may stretch over a
3,4 or even 5 year period, only a part of the total funding needs
to be available early on, but pledges for funding of downstream
projects may be made.

This approach provides the donors with the opportunity to
share in a large programme. It also provides them with a
consicerable degree of cholce. In addition they have the
reassurance that investment commitments have been made and thelr
contributions will form part of a long term integrated programme
of agro-industry development,.
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COMMITMENTS ALREADY MADE BY GOVERﬁﬁENTS AND
PRIVATE SECTOR RELEVANT TO THE PROGRAMME

COOK ISLANDS : The Prime Ministers’ office has laready approached

FIJI

UONIDO officially with its programme request and has
conmenced negotiations with international financiers on a
large package of the investment required for both
infrastructure and private sector requirements. The
borrowings coula amount to over $ 50 million.

: One enterprise has already borrowed $ 65 million <o
expand its processing factory and fice others are currently

negotiating for a total of $ 19 million of additional
lnvoeotmont. All Lhocoo uumpaunico wicsh to be included in the

proposed UNIDO programme of assistance. The Timber Industry
and Furniture Manufacturers association has officially
requested its T.A. project which it urgently wishes to start
as soon as possible, The Forestry and Industry Departments
are aware of the requests which they approve of in
principle. The Government 18 awalting receipt of the UNIDO
report before making its official request.

WESTERN SAMOA : One major industry company has purchased the

feed mill and is presently negotiating to establish a $¢ 10
million <tunal loin plant. It urgently requests UNIDO help
with 1st Zfeasibility estudies. This is the SMACK, F.P.
Corporation. Percival Foods also requests assistance in its
feasibility work on a $ 2 ~ 5 million expansion of its fruit
processing export business. The Government ie keen to
support these ventures andd othere in timber, coconut and
handicrafts, and is awaiting receipt of the official report.

SOLOMONS : Together with the UNIDO CTA, the Government has

Veaver 1 e ” convrehienslve MUK anns 7% 4 induobrial
Boreivement whivh iew fully suprorted by &the porivate anndar.

Both Government and industry are awaiting the report with
interest and will respond promptly.

TONGA : Two enterprises still under a degree of Government

control are to be fully privatised eventually. The first
Passion Foods Ltd. is already semi-privatised but the other,
the copra oil mill will have to be restructured first. This
the Government 1is prepared 4o do by investing in some
downstiream processing to produce margarine, soap, vinegar
and other products. These two enterprises are to be given
priority attention under the programme, Other private
sector businesses wishiing to receive UNIDO assistance and
prepared to nake investments if feasible include those
producing dessicated coconut, vanilla, dried banana, root
crops, snack fc.ds and fish. Another major project is
rationalisation of the feed mill., There is also a need for
small scale production of packaging equipment. The ONIDO
CTA 1s working closely with Government on this and Tongo
experts to respond to the UNIDO report with a formal regquest
without delay.
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VANUATU : Vanuvatu is the preferred aite for the proposed

regional shell button factory to produce finished buttons
from button blanks. The country also wiehes to upgrade its
abattoirs and begin processing of leather and other animal
- by-products. Ae the Government is currently working on the
next 5 year plan, investment proposals are somewhat 1in
abeyance. There is therefore no conorete proposal for agro-
industry investment in Vanuatu in this dooument. A fishery
investment proposal by a New Zealand group has been 8ilven a
coutious .reception despite support by 1ocal fishernen.
However the door may be open for UNIDO support to the next 5
year development plan and to the tropical forests action
plan,

12




COOT DRBARTAXAN cin TAUNLCALASSISTANGE
PROPOSALD FOR THB JIX COUNTR1S8D

1. COOK ISLANDS
(a) UP-FRONT ASSISTANCE
BANANA PROCESSING INDUSTRY _ _
STUDY TOUR TO PHILIPPINES/NEW ZEALAND 12,000
DESIGN & COSTING OF BANANA PROCESSING PLANT 10,000
SHELL BUTON FACYORY, STUDY TRAVEL & COSTING 8,000

STARCH EXTRACTION FROM CASSAVA(UNIDO/ITDG/
TOOLS STUDY) 10,000

1* BUB TOTAL $ 40,000

(b) Prevaratinan nf Tnitegrated Inductrial
Development Programme

2% cost as detailed in part H of Cook
Islands rept. $ 240,000

participation if feasibility studies

Kia Orana jiuwce plant 22,000

Readfish fish farm Aitutaki &

OTC plant 37,000

Coconut Cream Pactory ) 11,000
Sub-Total $ 310,000

(¢) Full Technical Assistance Programme
linked to agro-industry investments

Feasibility studies $ 300,000
Technical Assistance and Training 400,000
Sub-Total 3 700,000

D G D G L S D D D - ——— " > =

1% and 2% may both be needed up-front
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2,

FI1JI

(a) Up-Front Assistance
Furniture Industries
study tour and technology/desing
school planning
Feasibility studies
T & B.S.timber industries
Tawanga fishery comples
IKA Corporation expansion
Fiji Coffee enterprise
Sugar Industry expansion
Sub-Total
(b) Full Technical Assistance Programme
linked to agro-industries investments.
Furniture Industries Technology aqd.Design
Quality Control and improvemeat of timber
Fishery Ports Infrastructure dévelopnent
Packaging industries and bottle nanufacture
Feasibility studies
Ginger processing
Lobster farming
Marine Engineering
Meat & Vegetable Proceesing
Cocoa industry
Cold stores & Storage
Othere

Bub-total

14

90,000

20,000
23,000
22,000
22,000
33,000

$ 210,000

$ 180,000
140,000
223,000

3 150,000

22,000
12,000
44,000
14,000
12,000
33,000
60,000

3 900,000




(a)

(b)

WESTERN SAMOA

Up-Front Assistance

Teasdibility study., integrated
feed mill and tuna loin plant $ 80,000

Fﬁll technical Assistance for agro-
industries Invectment and Industrial
Developmont Programme

Restructuring Copra 0il Plant 75,000
Animal Feed mill upgrading 60,000
Timber Industries Support 50,000
Food Processing Industries 36,000
Fishery Industry Assistance 50,000
Tourist Artifacts from Agro-by products 33,000

Feasibility studies

15

for the above 97,000

——— - P> S - —— -

Sub-Total $ 400,000




(a)

(b)

SOLOMONS
Up-Front Assistance

Industry and Provincial Govt. study tour
to inspect Negros EDMS system for integrated

emall scale agro-industry $ 40,000

Additional support to current UNIDO

activities 25,000
Sub-total t ] 65,000

Full Technical Assistance Programme
for Solomons Agro-Industries Development -
Programme.

Feasibility studies and technical assistance.

Tuna industries Noro and Tulogi 45,000
Can manufacture plant 22,000
Timber and furniture enterprises 33,000
Ngali nut project 22,000
Animal feed mill & cCopra mill 40,000
Pineapple Plant Mailata 33,000
Crocodile skin & seaweed processing 22,000
Marine and agricultural workshops 33,000
Island shipping facilities 45,000
Cargo fleet expansion 33,000
Repair yards, slipways, workshops 50,000
Othare sno_o00

——w—as veaa ] YVV, vuVu
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5. TORGA

(a) Up-Front Assistance

Golden Passions Fruit Processing Plant
g8ix elomont aotion plan as detailed in
the report, Tonga section H $ 55,000

(b) Full Technical Assistance Support for
the Development of Agro-Industries
Programne.

Feasibility studies and special technical assistance
for the following enterprise projects.

. Corsrea oi)l =»ill 922,000
Dessicated Coconut factory 25,000
Vanilla processing 22,000
Packaging smanufacture and industry 23,000
Root crops processing and snack foods 23,000
Fish and shellfish industries 20,000
Coffee processing 10,000
Banana and fruit processing 30,000
Rural island processing industry centres 35,000
Other enterprises 50,000

Sub-total $ 300,000
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(v)

VANUDATO

Up-Pront Assistance

Immadiate assistance to develupmunt Or next
5 year plan, utiliving UNIDO industrial/economic

analysis mthods, MEPS, ETC.

Inititial visit and drafting $ 30,000
of programme of work.

Full Toulnlual Assistance support in
Programme of Tnduatrial Planning and Iuveusiment
Promotion.

Programme expert 15 p months 125,000
Headquarters support 60,000
Local experts 30 a mounths €0,000
Travel and overheads 50,000
go.ngninatinno and dak~ prreccaalin 49,000
re-Feasibility Studies 680,000
Oul-Tuial 3 100,000
i8

D E—— TOTAL P.19
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THE COOK ISLANDS

A. BACKGROUND

Stretching about a thousand miles north to south the 15
islands that make up the Cook Islands encompass a sea area of 2.0
million square kilometres. The population of around 18,000 persons
has declined somewhat or stagnated in recent years due to net
emigration. There are now about 20,000 Cook Islanders in New
Zealand but they continue to have strong family and enotional links
with the islands and many now return there for retirement.

Approximately half of the population lives in Rarotonga. Most
of the remainder live in the adjacent southern islands of Aitutaki,
Mangaia, Atiu, Mauke and Mitiaro. The northern islands are more
remote and sparsely populated with most of the people there in
Pukapuka, Penrhyn, Rakahanga and Manihiki.

The main national income sources are tourism and agriculture.
While tourism continues to do well, agriculture has suffered from
some fluctuations in production in terms of commodities and
volumes, and exports have declined in terms of certain items and
stagnated overall in total value. This is due to a number of
factors including problems with shipping and with processing or
quality control.

Exports by Value, 1978-88
(CKIS thousands)

Commodity 1978 1980 1982 1984 1986 1987 1988
Fruit and

Vegetables 408 920 1883 1895 1830 1707 2427
Copra 188 504 433 1013 206 65 --
Pearl Shells - 317 165 633 715 1149 543
Proccessed

produce 1297 1051 200 18 119 1 31
Clothing and

footwear 698 1292 2011 2804 2782 8228 2931
Handicrafts 18 21 29 3 37 - 35
Other

Commodities 1 85 465 148 319 889 661

—————— — — — —— - — o ——— T —— —— - — ————— — ——————— . — ", —— — — T ———— " — " — T~ —— ——




The Cook Islands produces a lot of cultured pearl,
particularly the black pearl peculiar to the area. The pearl trade
has grown enormously in recent years and is becoming a major
national source of income. Most of the pearls are grown on the
island of Manihiki. Generally speaking the whole economy has been
growing steadily over the years and the country has 1low
unemployment and relatively high standard of living. this fact
however obscures current problems with pockets of 1low income
communities largely dependent on subsistence livelihood and must
be viewed against the alarmingly high emigration rates of recent
years. Also the whole agro-industry sector has reached a critical
stage from which to survive in the future it must become
competitive on world markets and to do that must upgrade and
produce quality products efficiently.

B. DEVELOPMENT TRENDS

One of the unfortunate aspects of the favourable climate and
fertile soil in the Cooks relates to the number and variety of
crops which can be produced on the islands. These include coconut,
banana, pawpaw, pineapple, breadfruit, orange, lemon, coffee,
tomato, lettuce, green beans, taro, cassava, maize, sweet potato,
cabbage and carrot. Marketing and shipping problems, occasional
hurricanes and increasingly stringent export requirements have
combined to result in a number of changes in production. Small
farmers tend to grow what may command a surer market at present
than risk cultivating single crops in large quantities for fear of
large financial 1loss when markets suddenly £fall or become
inaccessible.

The country has gone into agro-processiiag in a small way, but
not to the degree which is necessary to secure a long term foothold
in world markets. the main export market is New Zealand but there
Cook Islands produce must compete with products from all over the
Pacific and Australasia. It is becoming increasingly clear that
a major upgrading and expansion of agro-processing is necessary if
the country is to have a substantial export industry. This must
be backed by continuity of supply of fresh produce.

There was a period when the Government supported the
establishment of state enterprises and promoted active government
involvement in industry. This is now seen to have been a mistake




and the present government is having to redress the situation. One
clear example of the disadvantage of state involvement is the Kia
Orana orange juice plant once a profitable exporting company which
now needs to be completely revamped, fully privatised and put under
professional management. some state enterprise is still promoted
but only as a pilot vehicle to get an industry launched and with
the intention at the outset to privatise as soon as possible.

C. POTENTIAL

Of all the South Pacific countries, the Cook Islands may have
the best possibility for production of quality food products for

both export and home or tourist consumption. It has a very
productive soil, a well trained and competent agriculture staff
(albeit small) and access to excellent markets and

professional/commercial assistance through its New Zealand
contacts.

There are excellent possibilities for banana, orange, coffee,
pawpaw, lettuce, tomato, taro and similar crops. Coconut
processing may be improved. The local small scale pig industry can
grow. Offshore fishing and fish farming offer excellent prospects.
Trochus shell button blanks may be produced and the quality local
handicrafted products could be expanded.

For all of these items the market already exists and
appropriate processing technologies are on hand. what is required
is the capital and organisation. The Cooks have suffered
repeatedly in the past from failure to retool or expand and
organise production. As a result markets have been lost through
ipsufficient volume even though it was demonstrated that acceptable
world class products could be delivered.

To take a few specific examples: banana exports could realise
a million dollars each a year from dried banana, banana powder and
banana puree. and that projection considers only the maximum
produce of one island. Orange juice, properly homogenised and
professionally marketed would also realise several millions in
export earnings. Cultured redfish from a single fish farm on one
island might amount to as much as $10.0 million in annual value.




The one thing the Cook Islands does not suffer from is a lack of
export potential.

Main Crops by Area, 1988

Crop Area Percentage of
(ha) Total Area
Coconut 763 32.1
Cassava 305 12.9
Taro 234 9.9
Banana/Plantain 178 7.5
Citrus-orange 164 6.9
Tarua 128 5.4
Mango 101 4.3
Kumara 96 4.0
Pawpaw 72 3.0
Pineapple 56 2.4
Breadfruit 42 1.8
Chestnut 31 1.3
Puraka 28 1.1
Avocado 24 1.0
Watermelon 18 0.8
Tomato 18 0.7
Coffee 17 0.8
Bean-export 9 0.4
Cabbage 6 0.3
Vanilla 4 0.1
Capsicum 3 0.1
Chilli 3 0.1
Other root crops 19 0.8
Other tree crops 36 1.5
0.8

Other vegetable crops




D. CONSTRAINTS

The first and major constraint for all agro-industry
development is capital. Too many businesses have failed to take
off due to under-capitalisation. The Government has tried through
the Development Bank to redress this need but due to overall
limitations and perhaps a degree of over-cautiousness, has not been
able to get adequate amounts of capital into local industry in a
timely fashion or at really attractive rates.

A second constraint is inter-island shipping and international
shipping. Fresh produce depends greatly on frequent and reasonable
priced transport. In recent years the inter-island system has
broken down and international shipping services have not been co-
ordinated. Some vessels brought quickly into service have proved
to be less than ideal for the job in terms of seaworthiness and
economy of operation. The whole situation is due a complete
examination and reorganisation with ultimately perhaps a government
financed shipping line operating under professional management.

A third constraint is the lack of strong links and upstream
organisation in the agro-industries. If new processing enterprises
are to succeed, they must be assured of continuity of supply and
large volumes if required. On the other Land if farmers are to
plant regularly and on a larger scale, then they need to be sure
their product will be purchased. This may be a responsibility of
the proposed new Resource Management Secretariat which will help
to secure the actions and cooperation of the various ministries and
the private sector.

A fourth major constraint as in all small Pacific island
countries is availability of manpower. As the population is small
it is imper itive that a high degree of skill and competence be
invested in both technical and managerial personnel. This should
be a major long term goal of the country. In the short term it may
be necessary to bring in foreign professionals for key tasks in
processing technology and export business management, but perhaps
even for these positions the government could look first to the
expatriate Cook Islands community in New Zealand which now numbers
over 20,000 persons.




There are a number of other constraints including current
costs of certain inputs like packaging (cans), feeds, seeds,
machinery and spare parts, and they will be addressed in
appropriate parts of the suggested programme.

E. OBJECTIVES

Based on all discussions to date with Government officials in
several ministries, and on the mission briefing by the Minister of
Agriculture, an integrated development programme is being proposed
with the following five (5) major objectives which fall within the
urgent priorities of the present government:

(a}) To shift emphasis from exporting raw produce to processed
goods, and especially quality products.

(b) To strengthen the indigenous private sector in both technical
and managerial efficiency and to make development capital
available in adegquate amounts and on attractive terms.

(c) To increase the value of exports and to reduce imports where
possible.

{d) To spread the benefits of small scale industry throughout the
islands and especially to small producers.

(e} To integrate agro-industry with the needs of the tourism
sector and to develop it in ways which ensure the preservation
and enhancement of the environment.

These objectives while challenging are attainable and could form
the basis of a comprehensive integrated programme which would have
the essential impact to enable achievement of the goals. This
would be possible by constructing the programme around three chief
elements: investment, technical assistance and policy. To do so,
will involve thorough analysis of needs and of current policies,
but much of this wcrk is already underway. The new Resource
Management Secretariat may spearhead and coordinate the work with
UNIDO providing appropriate professional and technical assistance.




F. PAST UNIDO ASSISTANCE

UNIDO has had a fair involvement in the past with the Cook
Islands. The technical assistance projects have generally been
small and as a result of little or localised impact. Seven
completed projects are:

DP/CKI1I/80/002 - Product designer, handicrafts and
jewellery

SI/CK1/78/803 - Evaluation study fcr the setting-up
of suitable decentralized small or
medium capacity coconut processing
plants

DP/CKI/85/002 - Pineapple production

SI/CKI/85/801 - Improving the set-up of the pineapple
drying factory

SI/CKI1/79/802 - Evaluation of availability of non-
conventional sources of energy

SI/CK1/84/801 - Assistance in cottage-type salt
production

SI/CK1/78/802 - Small-scale processing for pineapple

- feasibility study
A proposal currently approved and seeking funding is:
US/CKI/90/070 - Assessment on the establishment of

an integrated banana processing
facility $29,000

Two proposals recently identified for consideration under the
regional project concern smoked fish processing and trochus shell
meat processing.

The pending proposal has been overtaken by events and may be
redundant by the time it is funded and started. The other two
proposals are doubtful at best and even if suaccessful, they repeat
the past weakness of most UNIDO T.A. projects. This is that they




hope to encourage or facilitate investment and industry after their
execution but this in fact rarely ever happens.

The reason for the failure of most T.A. projects to result in
industrial developments is that they have no definite links to
either investment or markets. Without those, any development is
going to be very difficult and uncertain. With them there is a far
greater probability that the T.A. investment whether in training,
Studies or equipment, will be properly utilized and prove
worthwhile. This issue is discussed more fully in the general
recommendations on future UNIDO programmes.

For the Cook Islands as for the whole regional programme, no
further technical assistance 1is proposed that is not 1linked
directly of indirectly to a genuine investment or investment
programme. To do otherwise would only add to the frustration of
both government and private sector, and to continue to litter the
development world with the innumerable tombstones of tiny, well
meaning but ineffective aid efforts.

H. PROGRAMME AND PROJECT PROPOSALS

A large, comprehensive, integrated and long term programme is
proposed for the Cook Islands. The seriousness of Government, the
readiness of local producers and businessmen and the considerable
interest of foreign importers combine to justify such an ambitious
programme at this time. The markets are already in existence,
crying out for the products, the production or production potential
is available in the country, and the government is committed to a
major development effort.

The Programme would have at least nine elements or tasks.
These would be to:

1. Get enterprises on a clear commercial footing and reduce
government role to provision of infrastructure, extension
services and monitoring of activities.

2. Target quality products for export and domestic markets,
including "health standard” foods from banana, orange, coconut
and other fruits and crops.




Provide and upgrade infrastructure and services such as inter-

island shipping, food processing centres, roads, water and
electricity.

Promote and encourage foreign private sector cooperation in
areas like export marketing and quality control.

Improve the networking of produce from small farmers and
island communities. (Possibly develop a scheme like the EDMS
Negros system).

Secure low cost finance and concessional funding for both
Government infrastructure and private sector. Make capital
available to local industry. Avoid under-capitalisation and
crippling rates or delays.

Develop more extensive plantations in areas which may strile
bigger volume export demands such as banana, coffee, taro,
orange, pawpaw or coconut. Look seriously at large scale fish
farming and hydroponics.

Embark on a long term manpower training programme targetting
middle and high level technical and managerial skills in
processing, marketing, quality control, shipping and
engineering services.

Meet tourist industry needs more from quality home-grown and
home-processed products than imports. Protect, preserve and
enhance the environment and cultural heritage in all
development efforts.

UNIDO assistance for the above programme would be provided in five

main

ways. Each of these would involve considerable effort and

cooperation from both UNIDO and the Government. UNIDO would:

(i)

(ii)

Put together an initial comprehensive programme document
including a 1large supporting technical assistance
programme for which it would seek funding from a variety
of bilateral sources.

Together with the Cook Islands and the local privaté
sector, undertake pre-feasibility and feasibility or




costing studies, and also identify markets and possible
foreign private sector partners.

(iii) Locate sources of low-cost and concessional finance for
the investment programme and extend professional
assistance as required for the efficient management of
the development funds.

{iv) Help Government develop policies and strategies to

promote industry and to create and maintain a favourable
climate for investment.

(v) Assist the Cook 1Islands from Regional Technical
Assistance Programmes in areas where common needs exist
such as inter-island shipping, feed mills, inter-Pacific
trade. Promote regional cooperation 1in trade and
industry along with other UN and bilateral aid agencies
and regional South Pacific organisations.

The cost of the urgent initial work would be met, it is
proposed, from UNIDO special funds and from UNDP. It is hoped that
as the programme gets fully underway, bilateral pledges to the

technical assistance programme would come on stream and take up the
burden of much of the cost.

UNIDO is well placed to help mobilise investment finance as
well as grant aid. It would actively seek contributions of
concessional money to supplement the major Government borrowings

and thus bring down the total financial cost of the investment
programme.

Policy and strategy analysis and recommendations would form
dn essential and important part of the UNIDO assistance. Issues
like import duties, tariffs and fuel subsidies would be fully
explored to determine their total effect on industry on producers
and on the national economy.

The following schedule is suggested as a realistic estimate

of the time and manpower costs of the initial phases of the
Programme:




Month

Activity Cost

Consultants report examined
by UNIDO, UNDP and Government.

Initial Comments and
Recommendations.

Government requests UNIDO and

UNDP to go ahead with the

programme with its suggested

amendments.

UNIDO commences work on a

2 m.months

programme document in field
consultation with the 2 m.months
Cook Islands and makes an in h.q.
initial general economic plus h.q.
analysis. The document is and Govt
prepared in three volumes staff
dealing with investment, assistance
technical assistance and one Govt
policy, plus the related officer
analysis travel to
UNIDO hqg.

The first pre-feasibility

3 months in

studies take place. As field for
much work has already been 2 experts
done by Government and and 2 Govt
industry. Much of this wi ° officers
be completion work or plus
finalisation of costings and extensive
market assessments. travel for
both and
local
entreprene

urs to visit
markets and
inspect
equipment.



1-4

6-9

While all the above is
taking place the Government
will explore finance
possibilities from the
international private
banking sector and will
seek to get a package that
is structured to the best
advantage of the country.
Once this is secured UNIDO
will seek supplementary
concessional funds from
various sources.

An agreed programme document
is signed with some initial

UNDP and UNIDO support and a

Government commitment to

borrow the bulk of the invest-

ment finance from an appro-
priate source.

The various technical

assistance project documents

are finalised and some full

feasibility studies commence.

Note that a formula for

financing feasibility studies
will be the worked out between

the Govern. ent and UNIDO.

These costs will be kept to a
minimum by maximising inputs
from local officers and local

entrepreneurs plus the
cooperating foreign private
sector.

At the same time as the above,
the Government establishes the
Resource Management Secretariat
and s.:er it equipped and staffed.
UNIDO provides some management

training and the Government

possibly
some travel
money and
1 or 2 weeks
expert
advice.

travel funds
for UNIDO
and UNDP

personi:el.

3 m months
in field
and 3 in hg

Mgt.
training
inputs
UNIDO
contract
$40,000




addresses the task of how to
deliver investment capital
loans to industry from the
Programme fund.

9-12 Further development of the $20,000
programme mechanisms and
training of staff.

12-60 Programme fully under way. see below.

It is not possible at this stage to put a figure on either the
investment or technical assistance costs. That would be assessed
by UNIDO when preparing the Programme Document. However, based on
information and suggestions to date the cost of the investments may
amount to §50 or S$100 million U.S. The 1initial technical
assistance might amount to $350,000. The full technical assistance
programme over a five-year period might cost over $1.0 million.

Some of the proposed private sector investment projects with
a rough estimate of costs are:

Aitutaki Banana Processing $ 150,000
Aitutaki Coconut Cream 100,000
Aitutaki Coffee and etc. 45,000
Refrigeration Workshop 180,000
Rarotonga Orange Juice Plant 500,000
Rarotonga Feed Mill 250,000
Redfish Fish Farm 1,750,000
Wood Products Enterprise 60,000
Trochus Shell Button Blanks 40,000
- Marine and Engineering Workshops 470,000
Pawpaw Juice and Puree 35,000
Oyster Farm 300,000
Offshore, Outside Reef Fisheries (x10) 250,000
Abbattoir Development 150,000
Packaging and Support Industries 300,000
Hydroponics Projects 600,000
Shell Jewellery Workshop 180,000
Taro/Breadfruit Chips 25,000
Pish Processing Centre 35,000

Rural Crafts Workshops 190,000




Sausage and Cured Meats 70,000
Deep Sea Albacore Fishery 2,500,000
Livestock Farm 9,000,000
Market Gardens and Chill Stores 300,000
Other Outer-island Projects 7,000,000

(Some enterprises might later be expanded or duplicated on other
islands.)

Related Government infrastructure development costs are
extremely difficult to cost at this stage but the following might
be an indication:

Food Processing Centre at Aitutaki $ 230,000
Similar Centres _in Other Islands 920,000
Provision and Upgqrading of Water Supplies 1,500,000
Provision of Electrical Power 800,000
Solar and Ocean Thermal Energy Proposals 6,500,000
Roads Improvements 3,000,000
Inter Island Shipping 6,000,000
Piers, Jetties, Bridges, Communications 2,400,000

The above estimates have no real value except as a very rough
gauge of what might be needed. It is obvious however that to
support a programme of the magnitude envisaged a Government
investment in infrastructure of $20 million or more may be
required. How much would be in excess of planned capital

expenditures would of course be determined once detailed proposals
have been prepared.




FOOTNOTES

As the banana processing industry in Aitutaki is about to be
established, some urgent help is requested to determine not the
feasibility which is already clear, but the choice of equipment.
Travel money is requested for the manager and one industry officer
to visit banana drying plants in the Philippines and to inspect
equipment there and in New Zealand. This will probably make
unnecessary the pending feasibility project which might be better
amended into assistance to design a food processing building and
facility to house the three banana processing lines plus a coconut
cream, coffee drying and pawpaw processing plant.

A second item urgently requiring attention is the
establishment of a button blank factory to process trochus shell
which at present is exported whole. Again travel money is
requested to send an entrepreneur to the factories in Solomons and
Vanuatu to determine the most suitable plant layout and possibly
recruit one or more technicians to train workers. Equipment costs
and details from Japan and Italy need to be updated and UNIDO might
assist with that.

The third urgent area is for locating sources of small scale
equipment to extract starch from cassava. This has been requested
by the Director of Agriculture. UNIDO might contact ITDG London
or TOOL the Netherlands or some such group to obtain the
appropriate information.

The total cost of the urgent requests is about $9,000. some
assistance is being sought from the Philippine Government and UNIDO
Honiara and Port Vila to guide the investigations in each place.
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Table S2
Major Sources of Development Assistance by Type

1986 1987 % of Change
(all figures im US dollars)
CAPITAL ASSISTANCE:
Biateral
Austnalia 355,288
Fedesa) Repubbic 36,160
France 9,783,501
Netherlands 527,700
New Zealand 6,116,241 6,851,326 12.02
USA 153,000
Subtotal: 6,116,241 17,236 975 181.82
UN System
UNICEF 500 1,000 100.00
. Subtotal: 500 1,000 100.00
HUMANITARIAN AID AND RELIEF:
Bilateral
Australia 70,087
Federal Republic 28249
Netherlands 65,000
USA 44,000
Subtotal: 207,336
UN System
FAO 37,000
UNDP 270,000
Subtotal: 307,000
TECHNICAL ASSISTANCE IN SUPPORT
OF CAPITAL ASSISTANCE:
Bilateral
Australia 8232
Subtotal: 8,232
TECHNICAL ASSISTANCE INDEPENDENT
’ OF CAPITAL ASSISTANCE:
Biateral ‘
Austratia 326,209
France 126,734
New Zealand 1,218,716 2055923 68.70
USA 209,200 87,900 -5798
Subtotal: 14271916 2,596,766 8186
UN System
ESCAP 4,080
FAO 5,000
UNDP 306,661 288,804 -582
UNFPA 12,000
UNV 71,147 89,773 26.18
Subtotal: 377808 399,657 578
OTHER CAPITAL FLOWS ' —nil-
TOTAL: 1922465 20,756 966 162.00
Data derived from UNDP's Development Co-operstion Report for 1986 and database of development
ssistance information.
91
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Project Profile No. 27

PliOJEC‘r TITLE: Strengthening Resource
Management

SECTOR: Public Administration

DURATION: : Three years

PROJECT SITE: Rarotonga, Cook Islands

GOVERNMENT IMPLEMENTING AGENCY: Prime Minister's Department

Creation of the basic Advisory
infrastructure necessary to
encourage and achieve the higher
levels of expenditure
performance and Civil Service
productivity required by the
Government's intention to
gradually transform the systenm
of economic management in the
Cook Islands.

PROJECT OBJECTIVES:

ESTIMATED TOTAL COST: US$2.1 million

BRIEF DESCRIPTION:

This project will undertake institution building initiatives
designed to increase the efficiency of investment and to assist in
the redirection of public sector spending. Specifically: (a)
establishment of a Resource Management Secretariat; (b) increasing
the institutional capacity of Govermment to service the investment
needs of both the public and private sectors; (c) the design and

delivery of executive development training, to executives in .

Departments whose improved performance is vital for the future; (d)
installation of mechanisms and procedures to permit greater control
of the- number of employees in the Public sector: (e) provision of
timely, accurate, and reliable data on public sector productivity
and expenditure performance; and, (f) phased extension of the
benefits of these innovations to selected ‘ine Departments and
Outer Island Governments.

DONORS ALREADY INVOLVED: UNDP




F I J I

A  BACKGROUND

Of the six Pacific Island countries in the study, Fiji is the largest
in termms of population and has the most well developed industrial base.
The country is composed of two large islands, Viti levu and Vanua Levu,
some 354 lesser islands and about 260 small islets. The population of
nearly three quarter million live on the two large islands chiefly although
about 100 islands are actually inhabited. The two large islands comprise

87 per cent of the total land area of over 18 thousand square kilometres.

Fiji's economy is chiefly agricultural with sugar being the major crop.
fish and Copra are also important. The country produces gold, and has a
flourishing process and manufacture industry sector. Tourism is a major
foreign exchange earner and brings in gross earnings equal to about 60 per

cent of export earnings.

Fiji is a multi-racial, multi-language, multi-faith country with a mix
of peoples and cultures that has created a unique and dynamic society. Of
the six countries in this survey, Fiji has the largest domestic market
which, together with its tourist market can sustain some national
industries of reasonable size. It is also the best served with direct air

and sea linfks to Australia, New Zealand, East Asia and the Americas.

The political and ccnstitutional crisis of the past 3 years obscures
the fact that by 1986-87 the economy was in bad shape and needed serious
attention. This the interim goermments have sought to address with a
programme of deregulation and promotion of the private sector. The
strategy appears to be working and a major national industrial expansion is

due to take place. This makes the current UNIDO programme most timely.

B  DEVELOPMENT TRENDS

Recent trends in the economy and industry of Fiji have been dominated
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Sugar is to increase in production from a current level of 400,000 tons to
50G,000 and prossibly 600,000 tons. Coconut oil from copra might be
expanded but this will require considerable replanting to replace aged
trees. It may also require better prices to motivate both planting and
harvesting.

Two cash crops whch are expected to increase in volume and value in the
near future are cocoa and ginger. The Govermment is giving priority to
cultivation and processing of these two. Coffee, though a smaller crop, is
currently meeting local and tourist needs, along with imported brands.

Processed chillies are exported and that trade might also increase.

Tropical fruit production is being hampered by problems of production,
quality and standard control. Government efforts to promote rice, poultry
and dairy production have brought these items close to the self-sufficiency
mark in volume. Maize, root crops and beef cattle production also benefit

from extension and research-based support.

Fisheries, chiefly for tuna, are a major resource area. Exports of
fish total close on $50 million and this is 12 per cent of all Fiji exports
in value. Only a small portion of the national tuna catch is taken by
local vessels. The national fleet is growing now however after a period
of stagnation, and there is no reason why Fiji could not harvest all of its
fish with local company vessels.

h

Timber forests are a valuable resource with some 5,000 Rectares being
logged annually. It is not pr 'nsed to increase this but rather to improve
the quality of timber products, both s:wn, kiln-dried timber and furniture
3r wood products. There is also a need to conduct timber exporting in a
more businesslike fashion and it is reckoned that such efforts could

increase export prices by up to 50 per cent in the present situation.

While priority will"be given to industries utilizing local resources,
it must be recognized that much of F1ji's processing industry successfully
exports products from imported raw materials. The canned mackerel industry
18 one example of this. It utilizes fish from €hile, Mexico and USA, plus
tin sheeting from Korea and sells the resulting product in Fiji and the

surrounding Pacific states. This industry is also expanding.




Along with the expansion of the fish and processing industries there
are opportunities for supporting industries like shipyards, marine
workshops, refrigeration workshops, ice plants, cold stores, transport
servicing stations and small scale manufacture of mechanical and

engineering components.

D  CONSTRAINTS

A major constraint to industrial development in Fiji for many years was
the restricting effect of government regulation. This resulted in
formidable bureaucratic obstacles and frustrating delays for any business
activities, particularly those breaking new ground, or involved in
import/export. The present interim govermment is pursuing vigourously a
policy of deregulation and support of the private sector in an effort to
free the economy from the former straitjacket of unnecessary controls and

interference.

Access to adequate amounts of investment capital is another national
constraint for industry. Money is available from the commercial and
development banks at moderate rates of interest but the needs of the
growing industries are so large that substantial external sources will have

to be tapped in addition to local sources.

Credit availability to the rural and small scale sector is a concern of
government at present. A number of ideas are being considered including
the establishment of a "Grameen” style bank for rural peasants. There is
also a need to provide cooperatives with adequate credit. Some $2.0 to

§7.0 million is needed to fund cooperative borrowing in the country.

Skilled manpower is in short supply in Fiji and this is currently one
of the most serious constraints. During the political crisis of 1987
hundreds of highly qualified persons emigrated to Australia and other
countries to find more lucrative employment. This has left Fiji with a
serious manpower shortage at the senior level which will take considerable
efforts in education and training to overcome. The University of the South
Pacific located in Fiji has four schools and 2000 students.

At the technical level the country has a number of specialist schools




and colleges including the Fiji School of Medicine and the Fiji college of
Agriculture. There is also the Fiji Institute of Techuology and the Fiji
National Training Council. Although numbers of full time, short term and
part time or distance learning students are impressive, this should not be
allowed to obscure serious weaknesses in the system. In some cases
qualified instructors are so scarce that previous year students are
teaching next year classes - a short term measure that is highly unsatis-
factory. There is also too large a gap between industrial skills

requirements and the weak theoretical offering of some of the courses.

As in most other countries in the study, inter—island shipping services
are inadequate and many small producers have great difficulty getting their
crops to market in time or at reasonable cost. It is not clear whether the
existing fleet of tramsport vessels are unsuited to collection of smaller
amounts of cargo from numerous locations, or whether there is a management
problem. It may be that a series of small island collection centres may
have to be established to rationalize the system and to facilitate easier
and more frequent collection of cargo. Whatever the soluti;{’x, the problem
will have to be studied thoroughly and addressed adequately to eliminate

the constraint.

The shipping problem may extend to the international trade. Some local
companies import almost all of their requirements and export much of their
produce. As a result they are paying substantial fees to international
shipping lines - in some individual company cases, over $1.0 million a
year. This could be alleviated considerably with substantial retention
benefits for Fiji if national ships or specially chartered vessels could be
used.

Lack of adequate storage facilities in the Small islands and on the
main two islands hinders production and sale of agro-produce. Both

conventional stores and cold stores are needed.

An almost total lack of piers and landing facilities for fishing
vessels is a serious constraint to a vital and expanding national industry.
Use of cargo port or passenger port facilities is both expensive and
unsatisfactory for the port authorities and the fishing vessel owmers. A
completely sepaé?e series of fisﬂ\pry plers and service centres is required
for the growing deep sea fishing fleet which will double or even quadruple

in size over the next few yars.




The other major conmstraint which merits attention is that of utilities
and communications. The Govermment is well aware of this and has proposed

a substantial expansion of capital works and services to Improve water and

energy suppi’es, roads, wharves and alirports.

E  OBJECTIVES

G¥bernmment objectives and plans for the agro—-industry sectors are best
sumarised in the following extract of project plans and proposals.

Details of individu‘al project ideas are attached in the appendix.

- The plans call for $352 million in development expenditure, of which
‘ some $266 million will have to be found from external sources. The
proposed UNIDO programme of industrial expansion may help to mobilise funds
to support these plans.

Of the sectors of interest to WI‘)O and to the proposed programme, the
following should be mentiorned:

Sector Planned Project Cost
Agriculture $ 45.1 million
Forestry $ 30.2 million
Fisheries $ 10.8 million
Manufacturing $ 11.55 million
Transport and Communications $151.55 million
Water supplies and drainage $ 19.20 million
‘ Energy $ 32.35 million
Human Resource Development S 7.8 million

The Govermment is still working on details of its development plans.
The drafts available indicate that main areas of attention will be
agriculture, forestry, fisheries and coolperatives. Priority w‘ill be
given to sugar, cocoa, ginger, coconut, fish and fruits. The government
wishes to mobilise all sections of the community in support of econon!‘ic
expansion, in particular, Fijian participation in commerce and indud\try.
This is detailed in a nine point plan within the new economic strategy.




SUMMARY LIST OF ROUND TABLE MEETING PROJECTS

Sector/Project

Economic Sectors
Agriculture

1. Outer Islands Agricultural
Development

2. Northern Division Agricultural
Development

3. Ba Watershed Management

4. Sugar Industry Expansion
Feasibility Study

5. Fresh Produce Export Industry
Development

Sub-Total Agriculture

Fisheries

6. Ixa Corporation Fishing Vessels
Sub Total Fisheries

Forestry

7. Hardwood Reforestation

8. Forest Inventory & Monitoring

9. Forestry Sector Export Market

Development and Training

Sub Total Forestry

Mineral Resources

l0. Promotion of Mining Development
& Geo-science Database
11. Upgrading of Drilling Capability
Sub Total Mineral Resource

Tourism

12. Manpower Development and Training

for the Tourism Industry

Sub Total Tourism

\.

RTM External’

Total Cost
$ million Assistance
' Reguired
24.70 24.70
7.50 7.50
10.40 10.40
2.00 2.00.
0.50 0.50
45.10 45.10
10.80 10.80
10.80 10.80
25.00 25.00
1.20 1.20
4.00 4.00
30.20 30.20
2.50 2.36
0.60 0.56
3.10 2.92
12.05 12.05
12.05 12.05



Manufacturing_& Commerce

13. FKalabu Tax Free Zone
Development

14. Equipment for the Garment
Training School

15. Industrial Skills Training
Study

16. National Analytical &
Standards Laboratory

Sub Total Manufacturing &
Commerce

Total Economic Sector

Infrastructure & Utilities

Transport & Communications

17. National ‘Transport Sector
Plan

18. Replacement of two Single Lane
Bridge on Queens Road

19. Cofinancing for Second Road
Upgrading Project

20. Small Island Jetties

2l1. Improvements to Savusavu Airport

22. Upgrading of Outer Island Airports

23. Aircraft Maintenance Centre

24. Runway Improvements at Nadi
Airport

25. Rural & Remote Area
Telecommunications

Sub Total Transport &
Communicacions

- -

Resources, Supply and_Sewerage

26. Assessment and Development of
Water Resources on Small Islands

27. Rural Water Supplies Supply of
Solar Pumps

28. Regional Water Supply,
Navua-Deuba Area

29. Extension of Potable Water
Supplies into Rural Areas

30. Appropriate Sewerage Reticulation
= Suva : '

Sub Total Water Resources,
Supply and Sewerage

1.00
1.75
118.00
1.50
0.75
1.20
10.00
14.00

3.35

151.55

2.50
1750
3.00
7.00

5.20

e —

19.20



Enerqgy
31. Somosomo Bydropower Project

(Taveuni) 2.00 2.00
32. Vaturu Hydropower Development
{Viti Lewvu) 30.35 30.35
' Sub Total Energy 32.35 32.35

Physical Planning, Conservation
and_Environment

33. Development of National Parks
and Reserves and Heritage

Conservation 10.00 10.00
] Sub Total Physical T T
(. Planning, Conservation
& Environment 10.00 10.00
Total Infrastructure and Utilities 213.10 128.90

Social and Community Development

34. Health Sector Development

Programme 11.30 11.3¢
35. Upgrading of Government Primary
School 1.70 1.70
36. Social Welfare Developm=nt
Programme 0.85 0.85
37.  Youth Training Camps and
Rural Youth 3.12 3.12
38. Development of a National Food and
Nutrition Surveillance System 0.45 0.45
39. Socio-economic Statistics -
» on Women 0.50 0.50
{. 40. Fiji Broadcasting Commission

English Language Service
Upgrading 1.20 1.00

Development : 19.12 18.92

41. Institutional Strengthening of the
Fiji Institute of Tecr-olcgy - 7.80 _ 7.80

L Y — el pp—

Total Humgg_gesoggge-Deveiogmeng 7.80 7.80

GRAND TOTAL ALL SECTORS 352.59 266.31




-~

Sectoral Distribution of Projects

Submitted for RTM Consideration

Sector

Number of

.

Total

Projects Cost

Economic Sectors

($ million)

RTM Assistance
Sought
($ million)

Agriculture 5 45.10 45.10
Fisheries 1 l1o0.80C 10.80
Forestry 3 30.20 30.20
Mineral Resources 2 3.10 2.92
Tourism 1 12.05 12.05
Manufacturing & Commerce 4 11.32 9.62

16 39% 112.57 31.9% 110.69741.6%
Infrastructfure & Otilities
Sectors
Transport & Communications 9 151.55 68.05
Water Resources Supply
& Sewerage 5 19.20 18.50
Energy 2 32.35 32.35
Physical Planning,
Conservation & Environment 1 10.00 10.00

17 42% 213.10 60.4% 128.90 48.4%
Social Community Development
Health 1 11.30 11.30
Education 1 1.79 1.70
Social Welfare 1 0.85 0.85
Youth Development 1 3.12 3.12
Food & Nutrition 1 0.30 0.30
Homen in Development 1 0.45 0.45
Mass Media ° 1 1.20 1.00

7 17% 19.12 5.4% 18.92 7.1%
Human Resource Development 1 2% .7.80 2.3% 7.80 2.9%
TOTAL © 41 100% 352.59

100% 266.31 100%

—
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G UNIDO ASSISTANCE

Fiji has enjoyed the support of a full and active programme of
UNIDO assistance for many years. The programme has covered a
wide range of activities covering entrepreneur development,
technical training, business organisation and management,
industrial programming and investment.

During the mission’s period of assignment in the South Pacific,
the UNIDO officer in Suva was on home leave so it was not
possible to meet with him. This was unfortunate but could not be

avoided. However the consultant received encouraging and
positive reports of his work and of the national and regional
programmes. In Suva itself there was only the newly arrived

UNIDO JPO and the outgoing secretary to the UNIDC officer so it
was not possible to obtain a detailed brief on the UNIDO Fiji
projects.

It would therefore be premature to comment on the programme and
its wusefulness. The consultant would however make the general
observation which applies to all countries in the region and to
U'IDO field projects in general. That is that however good
individual projects may be, and however relevant the inputs, if
the efforts are not linked to investment and to basic development
goals and priorities, then their long term impact will be
marginal.

Perhaps the current situation and the present stage of
development plans in Fiji are a window of opportunity for UNIDO
to become substantially involved with government and industry in
a 1long term programme of industrial expansion and policy
development. This would be possible if UNIDO could introduce
Fiji to external sources of commercial finance and could mobilise
substantial amounts of bilateral aid support. Without the
investment finance, such a programme would be largely
meaningless. This 1idea 1is developed further in the UNIDO
programme proposal.

H RECOMMENDED PROGRAMMES AND PROJECTS

The UNIDO FAO regional programming mission has coincided in Fiji
with major government efforts to liberalise and deregulate the
economy and with a growing interest in the local private sector
for substantial investments to expand and upgrade national
industries. The situation and expressed needs justify a generous
response by UNIDO which could play a key role in Fiji's
industrial growth over the next decade.

Accordingly it is proposed that an Industrial Expansion Programme
be set up to assist both the government and the Fiji private
sector to obtain maximum benefit and economic impact from the
current plans. It is not possible to say at this early stage
what the investments might total. During the consultant's all
too brief visit, over $85 million worth of investment projects
were brought to his attention by the private sector. Doubtless
the eventual investment total will be much larger. All of the
businessmen and entrepreneurs spoken to were eager to have their
projects included in the proposed UNIDO programme.
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Public Sector investments suggested by the Ministries of Trade and
Primary Industry included substaantial items such as fishing fleet
facilities (plers and markets), storage buildings snd cold stores for agro-
produce, a timber industries technical school, a “Grameen™ style rural bank
and utility infrastructure (water, electricity). The inter-island shippiog
services require upgrading and government may become involved in provision
of shipping centres for the smaller islands and isolated communities.
Govermment investments may therefore total $40 to $80 million or wmore.

Both Govermment and private sector are keen to explore other sources of
investment capital such as the international financial markets and to
consider imaginative loan packages which may be constructed and
administered in ways that reduce costs and add considerably to the
advantage of the borrower.

The main sectors to be addressed by the proposed UNIDO programme pof
industrial expansion are:

Food processing industries

Figsh capture, processing and export

Timber industries, production, downstream products and manpower

training

Packaging industries for local and regional requirements

Cash crop processing and export, ginger, coffee, cocoa, spices, etc.

Traditional crops: sugar and coconut

The procedure for establishing the Industrial Expansion Programme would

be as follows:

i) Draft copy of the mission report is sent to Governnment for

preliminary comments and reaction.

1ii) Government responds with initial comments and observations and
(if favourable) requests UNIDO to prepare a Programme document in

close consultation with Fiji government and industry.

111) UNIDO undertakes the task of preparing a programme document for
Fiji, titled Industrial Expansion Programme which has 3 main

sections, namely investment, technical assistance and policy.




iv) The draft document is reviewed separately by UNIDO and by the
government, and is finalised to the satisfaction of both.

v) The programme document is signed by both parties.

vi) the Government of Fiji and the private sector, committed to the
investments detailed in the programme document are introduced to -
international banking and financial houses with a view to
obtaining the development capital which cannot be financed from
local sources. Such investment packages to be on terms and in
structure advantages to the country and its industry. -

vii) With the investment commitment made by the country, UNIDO can
confidently approach donors for support to fund the technical
assistance component and for some concessional moneys to finance
socio-economic aspects of the programme such as low cost credit

to small rural producers.

viii) UNIDO with its wide private sector contact and country offices
identifies possible sources of foreign private sector cooperation
on terms that would not be exploitive or unfair to Fiji in the
long term.

ix) Individual projects are finalized as required by the programme
schedule and as funding is made available from donors. These
projects are also linked to investments by the companies or

industries concerned.

x) The programme is now fully under way.

During the consultant's brief setay in Fiji, over twelve private sgector
firms expressed serious interest in a UNIDO programme of industrial
expansion and asked that their current investment plans be considered for
support of some kind. The following list is therefore a limited and
preliminary one which will no doubt be expanded if and when a formal

progranme document is to be formulated.




Meat and vegetable processing. A major Fijian company in this area
wishes to expand its operations and to invest in further
production lines.

Ginger exporters/processors. A leading company dealing with ginger and
other commodities is keen to upgrade operations.

Coffee production and processing. A local company producing high
quality coffee products wishes to expand substanially.

Fish processing. A leading fish cannery is interested in a $10.Q.
million expansion of its operations which include can

manufacture.

Sea foods. A quality sea foods company is to expand and upgrade its

export oriented activities.

Timber production. Quality sawailling, kiln drying and production of
vzlue added timber exports is planned by a local fimm.

Furniture manufacture. A successful local furniture manufacturer and
exporter is keen to make a $6.0 million investment given UNIDO

assistance.

Packaging manufacture. Several producers of processed foods packaging

are prepared to expand to meet local and regional needs.

Vessel construction. A local company will upgrade its facilties to

construct deep sea fishing vessels and small cargo boats.

Fishery service industries. A group of companies 1is combining to
provide unloading, storage, repair, bunkering and maintenance

services for fishing fleets.

Hydraulics for tramsport and processing. Expansion of hydraulics
engineering services for wmarine and land transport and

machinery is being planned.

Shellfish farming and export. A major investment in the fish farm
industry 18 to take place and UNIDO/FAO technical assistance is

requested.
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WESTERN SAMOA

A. BACKGROUND

Western Samoa is the larger and western porticn of the 300
mile long Samoa archipelago. It has 2,841 square Kilometres of
land in its two 1large islands, Upolu and Savaii, and several
smaller islands. The population of 161,000 is growing slowly due
to migration, although 50 percent of the population is aged 15
years or vounger. Western Samoa has been a fully independent state
with a parliamentary system of governmenit since 1962

The country has an agriculturally dependent economy. Exports
are 90 percent dependent on the primary products of coconut oil,
coconut cream, cocoa, taro, copra and timber. Industrial
development is at a low level and though the value added potential
is enormous, export manufacturing and processing industries are

small and of limited capacity.

Natural resources include forests, fisheries, coconut, root
crops and tropical fruits. Government involvement in timber
sawmilles and in crop processing has not been successful and a
programme of privatisation is under way. Samoa like most Pacific
island states is hit by cyclohes from time to time, and one earlier
this year caused considerable devastation. The country however is
a plentiful food producer and the population has always been well
nourished.

Four major aid programmes to promote export trade and
industrial development which Western Samoan investors may benefit

from are:

SPARTECA: South Pacific Regional Trade and Economic

Cooperation Agreement. This agreement with New Zealand and




Australia was negotiated by the South Pacific Forum in 1980.
It allows duty free, unrestricted or concessional access for
a wide range of products. Some supplementary aid and

technical assistance is also provided.

PIIDS: Pacific Islands Industrial Development Scheme. The
New Zealand Government funds this programme to provide grant
aid for studies, training, working capital or equipment to
industrial pfojects in which Xewx Zealand investors have at
least 20 percent equity. There is also an Australian scheme
presently under review, to help Samoan partners with equwity

capital for joint ventures with Australian investors.

CDI: Centre for Development of Industry. This i® an EEC bomé

convention facility to assist with studies, promotion and
expertise, industrial projects and joint ventures eligible for

access to EEC markets.

ESP: Generalised System of Preferences. This is a Programme
of preferential treatment by way of reduced or duty free
tariff rates granted by developed economies to eligible
products from developing countries. Western Samoa 1is a

beneficiary under the scheme in most developed markets
including that of the U.S.A.




B. DEVELOPMENT TRENDS

In a region vhere the small size and remoteness of the island
countries limits the potential for industry, Western Samoa is one
of the lesser "industrialised" countries. 1Its manufacturing and
processing enterprises are small and too many of them in the 5%§t
have been content with a low level of value added. -

The dependence on un-processed or semi-processed crops for the
export market resulted in a considerable drop in income between
1985 and 1990 when world prices for copra and cocoa fell and when
quarantine restrictions on fruit fly and other pests closed the XNew

- Zealand and Australian markets to fruit from Western Samoa. The

“ biggest drop in earnings has been for coconut oil, over 8.6 million

tala a vear (1989 on the 1985 figure). The most important export
crops from the agro sector were in 1989:

Coconut Oil .......c.iciiiititnencenennnn 7.0 million tala
TAYO v sveeeecoccnccsossocasnansacassses 5.8
Coconut Cream ..........eeeeevecsceosos 5.1
COPra .....ccceeeecsococnnsasceassseannonss 3.2
0 o T o - 1 2.1
Copra Meal ........cceceneacocascocsees 0.6

The main export customer has been New Zealand though in recent
(. vears West Germany has increased significantly its imports from

wWestern Samoa. The total export trade was valued 7t 36.2 million
tala in 1985 and 29.2 million tala in 1987.




Major export customers by peréentage of the trade.

1989 1985
New Zealand 31.5% 29.7%
West Germany 23.2 8.3
American Samoa 9.5 6.0
U.S.A. 9.0 17.5
Australia 8.7 31.5
Netherlands 3.6 1.6
Fiji 3.3 0.2
United Kingdom 1.1 ¢c.5 .
Japan 0.3 1.5

* Included resale of an aircraft.

There are now about 190 separate industrial enterprises in
Western Samoa in the areas of light manufacturing, food/beverage
processing, clothing, footwear, wood processing and transport.
Together they employ about 1,200 persons.

Industrial policy and planning was formerly the responsibility
of the Department of Economic Development. The Department has now
been renamed - Trade, Commerce and Industry, and the planning
functions appear to have been transferred to Treasury. The Country
has been working on a three-year rather than a five-vear
development plan. The current one ends this vear and there is no
nexw plan on the drawing board due to the transfer of functions.

The Governments current efforts at privatisation are timely
as several government run enterprises were getting deeply into
debt. The Government is also trying to reduce its role in WSTEC
the large plantation corporation. Credit is available to agro
industry from the Development Bank at reasonable rates of interest
but the bank has had great difficulties with small holders who have
no collateral and little enthusiasm for loarn repayment. On the
other hand, local processing industry entrepreneurs are nearly

unanimcus in expressing their frustration at the Development Bank




for its slow procedures and negative or ultra-cautious attitudes.

Government policy 1in the agro-industry sector is to move
emphasis away from the traditional main crops such as coconut,
cocoa and coffee towards taro, kava, banana, tropical fruits and
nuts, and to livestock and if possible, fish. It has a very
"liberal attitude to foreign ownership of local industry and offers

various financial inducements to investors.




C. POTENTIAL

Probably the area of most potential growth in the agro-
industry sector is the food processing industry. coconut cream
exports have been rising rapidly and there is a variety of
additional coconut products that might be marketed abroad. These
include coconut juice drink, coconut flakes, coconut margarine,
coconut vinegar and coconut cream liqueur.

Snack foods made from breadfruit and taro chips have enormous
export potential as have fruit juices in various forms. The export
of fruit in processed juice form is particularly important in view
of the difficulties in exporting fresh fruit to Australia and New
Zealand.

Samoa‘'s beef cattle industry could be developed much more and
among other things this would require the services of an efficient
animal feed mill. The current one has just been privatised and is
to be reorganised. Some local meat canning takes place anad this
could be expanded.

@

The copra oil mill needs upgrading and §n injection of capital

but given that could perform much better and produce a higher value
product and by-products.

Timber exports are at a low ebb and the whole timber industry
merits a new 1lease of life which could come about with some
sensible privatisation and imaginative development of added value
products like furniture, building components and tourist market
articles. The possibilities for cottage craft industry aimed at
the tourist marke. is very large.

Fisheries, surprisingly un-developed are a large potential
source of export income. The main resource is tuna which is not
exploited by Western Samoans, partly because of the presence of the
large tuna fleet and cannery in neighbouring American Samoa, at




Pago Pago. Local reef fish resources are modest but could supply
the tourist market with all its exotic needs. A giant clam faraing
programme has commenced locally but is still in its infancy. A
good sports fishery could be developed offshore and would add
further to the tourism potential.

One major fisheries opportunity may hinge on application of
U.S. minimum wage levels to the tuna plant in Pago Pago. If this
goes ahead it might put the cannery in a marginal financial
position or at least make it lose its competitive edge. One option
then for the owners (Heinz Corporation Starkist) would be to move
the processing or a part of it to Western Samoa where wages are
lower. Western Samoa might then produce tuna loins ready for
canning and this could amount to a sizeable enterprise for the

country.




D. CONSTRAINTS

A major constraint in Western Samoa is skilled manpower. both
technical and managerial personnel are in very short supply.
Because wages are low, the few who become qualified and competent,
leave to seek more lucrative work elsewhere. There are large
Samoan populations in the U.S.A. and New Zealand. The few local
firms which have trained their staff well and are able to keep them
are all paving higher than average wages.

A second major constraint 1is the increasingly stringent
controls by Australia and New Zealand on the import of raw produce,
to control biological pests. This constraint may prove to be a
blessing in disguise since it could force Western Samoa to develop
processed fruit products acceptable to those and o"her markets, and
thus gain added value from the fruit or crops.

A third constraint which most countries in the region also

face is the prevalence of cyclones.

The poor development of infrastructure - roads, water
supplies, electricity, transport and shipping is a constraint to
production 1increases, industrial growth and tourism. The
Government is making considerable efforts to tackle the problem and
is achieving good results in certain areas like with the national
airline and water supplies, but much remains to be done, especially
with roads and both local and international port facilities.

Finance for industrial development appears to be a genuine
constraint for most local entrepreneurs despite protestations to
the contrary by the Development Bank. To overcome the present
bottleneck, a package of foreign exchange finance for an array of
small industries, arranged through the commercial banks may be the
quickest and most efficient solution. This is quite possible to
arrange as Polynesian Airlines recently discovered when sieeking the

|
4
|
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fihance its substantial expansion.

Some agro industry sectors like timber sawmilling still remain
largely in Government hands. These sectors may continue to
languish until appropriate privatisation takes place.

Lack of knowledge and skills in marketing is apparent in most
local industry and is not surprising in view of the isolated nature

of the country. Most businessmen are aware of this constraint and

are eager to obtain help and training if possible from agencies
like UNIDO. -




E. OBJECTIVES

There are six main areas where a reasonable measure of
industrial development 1is clearly possible even with the
constraints and limitations faced by WKestern Samoa. Given the
present generally depressed nature of industry and exports even
modest efforts and improvements should result in an upturn in the

country's industrial fortunes.

Government policy relative to industry will no doubt be
restated shortly in view of present reorganisation and formation
of the next three (3) vyear plan. It 1. expected to be a
continuation of the present policy towards privatisation, improved
processing of local produce, import substitution and exports, and

a more favourable climate for investment.

(1) Copra oil Plant. This government owned factory has been

performing a useful function in providing a local market for
copra at above world market prices, and in producing oil for
export. However, lack of technical skills and investment plus
the heavy burden of a high price for raw material has hindered
the enterprise which may eventually be privatised. The
production of higher quality oil and various by-products could
put the plant on a better economit footing. At present prices
export of raw copra is scarcely worth the farmers while to cut
and deliver the material. Improved 1local processing would
appear to be the route to follow.

{2) Animal Feedmill. The government owned mill has been producing

feed for pigs, poultry and other animals largely with imported
materials which would appear to be somewhat self-defeating.
The mill has just ben privatised and the new local owners wish
to reorganise production around locally available materials.
this project should be supported with appropriate feasibility

studies and marketing advice.




(3) Timber Industries. The country is losing over a million
dollars a year potential export income from gquality ézyn timber and
timber products. There is a pressing need to have this sector re-
organised on sound professional 1lines. UNIDO has already
identified the need and has two pipeline assistance projects, one
to help establish a Kkiln drying plant and one to assist the
furniture industry. A useful and interesting proposal by a local
entrepreneur is to utilise sawmill wastes to produce building
panels and to make quality lockwood components from coconut logs.

(4) Food Industries. This is the fastest growing sub-sector and
is based mainly on coconut, rcotcrops and fruit. There appears to

be a huge foreign market for processed fruit juices, snack foods
and coconut cream products. This is especially impOﬁigpgcin view
of the difficulty in exporting fresh produce. UXIDOlgéfprovidﬁﬂg.
some technical assistance to coconut cream factories. A wide range
of technical and manager help is required as well as investment

capital.

(5) Fish Industries. There are a number of small and growing

enterprises to form exotic species like giant clam, to export
gillets of reef fish and to meet the growing tourist demand for
fish food. The major resource though is tuna and ary enterprise
based on it would have to depend on tlre future plans and situation
of the Pago Pago plant. Possibly the most 1logical alternative
would be for Western Samoa to produce cooked loins which could be
delivered ready for canning to the Pago cannery. UNIDO could play
a useful role in assisting and advising the Western Samoa partners.

(6) Tourist Artifacts. The growing tourist trade needs a great

variety of handicrafts, carvings, artifacts and specialty foods.
Much of these could form the basis of a rural cottage industry.
Professional guidance is needed to develop the artwork and identify
marketable items. The government is looking for this kind of help.
The food industry should also be involved. Local wines and
liqueurs could be improved and attractively marketed to the most




discerning tourists.

Together with the above objectives there should be an
integrated plan to develop infrastructure. Roads are in special
need of attention. Ferries and water transport facilities should
be. expanded. Kater and electricity networks need also to be
expanded and maintained to international standard. Direct air
connections to Tokyo and Honolulu would be a great stimulus to

exports and tourism.




°

G. UNIDO ASSISTANCE

To date UNIDO assistance has been extremely limited in ¥Western
Samoa. There was help to the coir industry some years back and
this year saw the completion of help to the furniture industry
under UC/SAM/88/A. Assistance to a coconut cream factory under
DP/RAS/86/075 has not materialized and help to provide a lumber
Kiln drying plant 51/SAM/88/A is delayed pending privatisation of
Samoan wood products. Assistance was requested by a Samoan rattan
furniture maker and was agreed too but has not been availed of as
UNIDO required the small businessman not only to identify the
consultant and provide accommodation but also to pay for his

services and ensure accommodation was at an international hotel.



@

H. RECOMMENDED PROGRAMME AND PROJECTS

It is recommended that UNIDO establish a programme of
investment and industrial development for the agro-industry sector,
with three main elements, namely policy, technical assistance and

investment.

The Programme would focus on the six major areas already
detailed but would analyse the viability of various processes and
products, identify the links and spin-off benefits between each and
assist with thorough research into the various export markets.
From the results of these studies it would provide advice-to
Government on the appropriate pclicy measures to boost industryv and

most favourable development strategies to follow.

Technical assistance would focus on the urgent needs for
skilled manpower at technical and managerial level. Help would
also be given to entrepreneurs to prepare their various feasibility
studies. Finance for technical assistance would be sought from
various bilateral sources and not from the IPF which is small and
has more demands on it than can possiblv be met.

Investment finance would be sought externally in a single
integrated package to save costs. This is strongly requested byv
the private sector as the Development Bank has only limited
resources and can take up to three (3) vears to approve a loan.
It also has a tendency to provide less money than w-: requested
leaving companies under-capitalised and thus unable to perform
efficiently.

Where joint venture partners are need UNIDO would help to
identify potential companies and in this regard would cooperate
with New Zealand and Australian programmes which can subsidize such
ventures. Additional foreign private sector cooperation for
production or marketing expertise would also be sought on some kind
of reciprocal basis.



The goal of the whole programme would be effective integrated
industry based on local resources and gaining maximum added value
from their processing. Up to $50 million of investment projects
may be possible on presently identified needs and these would boost
export earnings by up to a similar amount each vyear.
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Table S2
Major Sources of Development Assistance to Samoa by Type

1986 1987 % of Change
(all figures in US dollars)
CAMTAL ASSISTANCE:
Bilateral
Austria 2,795,804 2,660,379 —4.84
Fed. Rep. of Germany 38,757
France 420,875
Japan 7,418,403 4,566,221 -38.45
Netherlands _ i 43,600 =
New Zealand 681,932 766,806 +12.45
Peoples’ Rep. of China 168,500 - 120,000 —28.78
(. USA 126,200
Subtotal: 11,064,639 8,742,838 -1491
Other Multilateral
EEC 10,835,500 4,035,531 -62.75
Subtotal: 10,835,500 4,036,531 —62.75
UN System
IDA 1,440,000
UNCDF 661,349
UNESCO 5,000
UNICEF 19,500
Subtotal: 2,125,849
HUMANITARIAN AID AND RELIEF:
Bilateral
Australia 380,765
@ New Zealand 269,731
Subtotal: , 650,502
TECHNICAL ASSISTANCE IN SUPPORT
OF CAPITAL ASSISTANCE:
Bilateral ‘
Australia 452,251
Japan 692,762
USA 15,000
Subtotal: 1,160,013

Data derived from UNDP’s Development Co-operation Report for 1986 and database of development
assistance information.




Table S2 (Cont.)
Major Sources of Development Assistance to Samoa by Type

1986 1987 % of Change
(all figures in US dollars)
Other Multilateral
Asian Development Bank 150,000
Subtotal: 150,000
UN System
UNDP 75914 -
Subtotal: 75914
TECHNICAL ASSISTANCE INDEPENDENT
OF CAPITAL ASSISTANCE
Bilateral
Australia 1,714,893 2,754,174 +60.60
Fed. Rep. of Germany 1,542,373
France 135,710 260,943 4+92.28
Indonesia 9,245
Japan 2,205,456
New Zealand 2,285,558 2,654,118 +16.13
Peoples’ Rep. of China 73,000 26,954 -63 08
Thailand 6,089 9,619 +57.97
USA 1,872,900 1,380,100 -26.31
Subtotal: 6,088,150 10,842982 +78,10
UN System
ESCAP 3,925
FAO 34,000
ILO 1,730
UNDP 672,854 1,171,692 +74.14
UNEP _ .. .1,000
UNESCO ~ T 131,800 T
UNFPA 79,260 30,952 —60.95
UNV 89,312 164,203 83.85
UPU 4,572 8,100 +77.17
Subtotal: 845998 1,553,402 +83.62
OTHER CAPITAL FLOWS —N/A-
TOTAL: USS 28,834,287 29,338,031 +1.75%




SOLOMONS - AGRO INDUSTRY

A. BACKGROUND

The Solomon Islands together comprise a land area of 28,000
sq Kkm. The 10 to 20 main islands are rugged and mountainous
consisting of metamorphic rocks and coral atolls overlaid with
lavers of mineral deposits. Arable land is limited except on
Guadalcanal yet agriculture is the main activity for most of the
popinlation of 300,000.

Fiitlish and Pidgin are the main langnaaes of the ~ountryv vhich
is divided intce seven Provinces. Agro industry activities are
steadily growing despite the small population and limited resource
base. The main exports are fish, timber, copra and palm oil. The
country possesses extensive bauxite resources and some gold and

silver are collected by hand panning methods.

Gross Xational Product per Head wac estimated in 1986 at
Us$500. Education takes nearly 30 per cent of the Government
budget vet illiteracy rates remain high. Of all eligible children
only 75 per cent enter Primary School and only 60 per cent complete
primary school education. Health services are good and the current

birth rate is around 3.5 per cent a vear.

B. DEVELOPMENT TRENDS

The country has been moving steadily towards developing
industry and infrastructure to process agriculture, fishery and
forestry products. The present Government industrial policy
focuses both on import substitution and export of surplus
commodities, preferably in a processed form. Moves are underway
to create a more liberal climate for the private sector, to attract
investors, and to focus attention and support on sub-sectors or
areas of potential industrial growth.




The Government wishes to assist industrial and manufacturing
entities which significantly contribute' to the value added
activities of the domestic economy. The focus is on commercial
enterprises which use local raw materials throughout the country.

Since the fall in copra prices and the grouwth of the fishery
sector, fish (tuna) have become the most important export earner.
There are two major fishing companies in the Solomons, one based
at Noro and one at Tulagi. The Noro company Solomon Taiyvc Ltd. has
a cannery capable of producing 20,000 tons of canned tuna a year.
Half its current production of 25 - 30,000 tons is canned and half
exported wirnle or smoked. About 1,000 tons 1s sold locaelly. The
Tulagi based company NXational Fisheries Development Ltd. now owned
by B.C. Packers of Canada, is producing around 10,000 tons of fish
which are all exported whole frozen. There 1is a growing trade in
quality reef fish, a shell button factory has been established and
there is potential for small enterprises processing giant clams,

shark fin, prawns, crocodile skin, turtle shell and seaweed.

Forestry exports are of substantial importance and the
Government plans to reduce the export of whole logs till by 1993
only sawn timber will be permitted to be exported. This will
stimulate sawmill development. Small scale furniture and rattan
enterprises are being encouraged.

Export of raw copra is becoming a marginal business and both
government and private sector are looking at the possibilities for
added value processing. These include coconut oil, animal feed,

coconut cream and their by-products.

0il palm plantations export substantial amounts of palm oil
and are now looking at the possibilities of processing palm Kernels
which at present are exported whole. Cocoa producers are also
looking at secondary processing.




There is growing interest in small scale processing and
packaging industries for a great variety of fruits, nuts, and root
crops, and at nex and growing industries like bee Keeping, fruit
juices, biscuit making and coffee production.

The Government is seeking to become self-sufficient in chicken
and livestock and as seeking to develop both animal husbandry arA4
feed production.

Support industry development has been slow but efforts are
continuing to establich workshops, boatvards, transport  and
packaging enternrises. Human resource development has also hbeer,
slow but is progressing in some sectors. Banking and technical
support services are wveak but are beina reviewed and overhauled ~r
strengthened.

C. POTENTIAL

Most of the leaders of business and Government in the Solomons
are more conscious of the limitations and constraints theyv face
rather than the potential. It is difficult not to remain acutely
aware of the archipelago's problems in communication and transport,
its distance from major markets, its limited resource base and
small, modestly educated population. The relatively small volume
of certain major export commodities, and the shipping costs to
major importers has led the Solomons to look for niches in the
trade which they can fill by virtue of quality or meeting special
requirements, rather than price. ’

Nevertheless the country does have valuable resources and
could develop a flourishing economy by judicious exploitation and
efficient management. These resources extend from large major
items like fish and timber, down to small unique products like
ngali nut and giant clams. The human resource is also good but
needs training and development.




The major fishery resource, tuna, is the largest in the west
Pacific, next to that of Papua New Guinea. It is currently
estimated at 75,000 tons but could be more. As the world tuna
market is growing faster than production, this resource can only
increase in value. Reef fish are a small but important resource,
and the Solomon Islands are ideally suited for the culture of many
species including giant clam, prawns, pearl oyster, seaweed and
crocodile. There is also a large sports fishery potential for the
tourist industry.

Forestry resources are extensive but have not been properly
assessed. Current logging activities will give way to nlantation
or subsistence agriculture rather than reforestation. It is vital
therefore that the maximum value added be obtained from the
tropical hardwoods in the form of good quality sawn timber or high
quality furniture.

There is potential and urgent need for an animal feed mili: to
utilize the raw materials available from copra, palm kernel, rice
and cassava processing, plus fish meal from the tuna factories to
produce both cake and pellets for feeding livestock, chickens and
prawns, and also for export. This will involve both additional
investment and considerable cooperation between the private sector

and government.

Fruit and fruit juice canning may offer prospects for food
processors as might the production of coconut crean, ngali nuts,
soft drinks, dried fruits and chips. However, detailed feasibility
studies would need to be undertaken as their commercial viability
is by no means certain and single factors 1like energy costs,
transport, market requirements and machinery costs could be
critical.

There would appear to be room and opportunity for development
of supporting industries like can manufacture, boatbuilding, carton
and sacking manufacture, cold storage and service workshops. 1In




some cases the establishment of a local supply of cans or packaging
may have a significant impact on the viability of a processing

piant.

The financial sector and service industries like management
and education or training shculd not be overlooked. They will have
to be developed substantially if industrial growth of any
consequence is to take place in the Solomons. Theyv have therefore

a considerable potential and are of critical importance.

D. CONSTRAINTS -
There are a number of clear ~enctrints vhich wovld have te
be addressed if industrial development 1s to take place. The

Government's Programme of Action 1989-1¢93 focuses on these but in
many cases the programme has vet to be translated into actions or
projects since a considerable amount of groundwork has to be

undertaken.

Ports and sea transport are indispensable to an 1island
country. The Solomons has two international ports, Honiara and
Noro, and has plans for a third in Malaita. Wharves and landing
place provisions for inter-island trade are quite inadeguate.
Practically all industry sectors interviewed cited harbour
facilities and shipping services as a major constraint to their
operations. This is reflected in the Government Programme of
Action which provides for wharf or harbour work in every province.

Investment finance for Government, large industry and small
producers is in short supply and difficult to obtain. The country
is in a difficult liquidity situation and the present deficit is
around SIS$35 million. The investment requirements for roads, ports
and shipping alone are well over $100 million U.S. The private
sector needs are even larger, taken as a whole, nationwide and
including artisanal industry. The Government recognizes the
problem, and is forming an Industrial Development Corporation and

constructing 1legislation to attract and encourage investors.




Senior Government officials are looking at ‘'people's banks' and
similar institutions abroad for guidance on how to provide
effective and relevant rural financial services.

Skilled manpower at technical and managerial levels is scarce
due to the small population and the relatively small proportions
of the work force which have availed themselves of higher education
or technical training. Existing programmes which are good, will
have to be strengthened and extended to produce more trained

manpower and womanpower.

Land availability is a problem for both industry and
infrastructure. This is not because land is scarce but because of
the complex nature of traditional ownership and conflicting claims
on property. Various measures are being taken to clarify the
situation and simplify procedures but the problem will continue for
some time and will hinder the development of ports and the

establishment of factories.

Infrastructure, particularly water and electricity supplies,
housing and amenities, is cited as a serious constraint by
enterprises in the provinces. This in turn can discourage workers
from urban areas from taking employment in a distant plant.

Support services are a serious constraint to artisanal
industries who rely on supplies of essential inputs and technical
advice from extension services and agriculture or fishery centres.
Progress is being made in this field but the task is enormous and
it will take many years to complete.

E. OBJECTIVES

Reasonable objectives for agro-industry development must take
into account the limitations and constraints described above. The
Government is wisely concentrating attention on those sub-sectors
which show more immediate promise. This is important in view of
the economic situation which does not permit the Government the




luxury of dabbling in uncertain or very long term investments.

There are certain key industries which can be expanded,or
improved in the short term and which could have a very significant
impact on the national economy. They have been referred to above
and are listed in the Governments Programme of Action. Fisheries,
Forestry, Copra and Palm 0Oil are the main ones, but Cocoa,
Pineapple, Palm Kernel, Ngali Nut, Coffee, Honey and Livestodk are
others.

It is reasonable and logical that Fisheries expand “tuna
production and processing, that Forestry exports only processed or
sawn timber and that coconut processing be developed so that more
valuable products be marketed. All this is in the national plan.

Smaller industries with export potential and import
substitution could together make an important contribution to the
economy. These include furniture making, boatbuilding, biscuit
manufacture, honey production, ornamental shells, fruit juices,
seaweed and crocodile skin. Livestock, especially chicken could
be expanded towards self-sufficiency but there is a pre-requisite

of a local feed mill.

Can making could be an important support industry as could
packaging and transport, especially marine transport. But the
latter has to be developed hand in hand with the increase and
expansion of ports, harbours, piers, wharves and landing places.
Indeed, significant production increases will be pointless if port
facilities and shipping are not expanded to cater for them.

In pursuing all of the above objectives, care must be taken
to keep individual enterprises at an optimum size in view of modest
resources. It will be prudent also to analyse carefully the
viability of each and their total impact on the economy so that the
Government can prioritize accordingly.
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G. UNIDO ASSISTANCE

UNIDO has had a useful and continuing programme of assistance
in the Solomon Islands both in its own right and in cooperation
with other aid agencies and donors. The current major project
Promction and Development of Small and Medium Scale Industries has
generated and supported a number of beneficial activities
including:

Construction wooden vessels 198€

Trochus shell specialist 1988

Agricultural Land tools development 1987

Rattan furniture improvement 1987

Assessment of coconut processing industry 1988

Assistance in investment code 1988

Assistance with physical planning activities 1989

Assistance to small scale garment factory 1989/1990

Small scale workshops programme 1990

At a time when the Government is reviewing carefully all
foreign aid and in particular the use of foreign expertise in
technical assistance programmes, UNIDO has been able to convince
both government and industry of the value of its projects and as
a result has a high approval rate for proposals submitted. This
is due in no small measure to the diligence, competence and
courtesy of the C.T.A. and to the support and cooperation of his
colleagues in the Ministry of Trade and Commerce and related
Departments. Some $660,000 US or 23 percent of the UNDP country
programme 1987-91 was earmarked for industrial projects.

Proposals currently in the pipeline for UNIDO execution
include several to assist in the processing and marketing of cash
crops and in the production and marketing of fish and shell
products. UNIDO in addition is preparing proposals for
boatbuilding and workshop development and for further training of
businessmen and managers. The Organization is also working closely
with Government credit schemes to establish small businesses.




@

H. RECOMMENDED PROGRAMME AND PROJECTS

In view of the extensive and well advanced national plans for
the agro-industry sector and of the importance of the sector for
food production, for employment and for export earnings, it is
proposed that a UNIDO investment programme with supporting
technical assistance be established for the Solomon Islands.

The Investment Programme would target the agro—industry sector
and would have the following elements which might be executed

concurrently.

1. Survey and Analysis.
The programme would make an integrated assessment of the

sector together with Government, to determine priorities and
clarify potentials. The MEPS programme of analysis of production
systems might be applied to determine the best strategies for the

benefit of the national economy.

2. Financing.
With the general cost estimates from the initial survey the

programme would determine overall funding requiremeints and would
identify sources for all finance needed, private sector,
Government, Banking and grant aid. This could be arranged in an
integrated fashion to reduce costs and to simplify delivery.

3. “Private Sector Cooperation.

Some foreign private sector cooperation will be essential for
certain industries, whether for manufacturing, processing or export
marketing. UNIDO would engage in a global search for interested
companies prepared to invest or to cooperate in ways which will
benefit the Solomon Islands and contribute to the growth of its
industrial sector.
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4. Feasibility Studies.

The Progfamme will conduct COMFAR feasibility studies for
major new industries or investments and for groups of small
processors supplying a large factory or a single export market.
These studies may also recommend some supporting technical

assistance.

5. Rural/Small Scale Sector.

An essential part of the programme would be multi-disciplinary
integrated support to the rural or small scale sector in the
various islands to coordinate the numerous activities, to network
production and to provide technical support to the numerous small

operators.

6. Banking and Credit.

An important part of the Government plan of action is the
establishment of a People's Bankh and an Industrial Development
Corporation. The Programme would assist these developments and
help develop mechanisms and procedures for delivery of essential
credit to small producers and rural enterprises.

7. Policy.

The Government is seeking to update policy and legislation to
stimulate the private sector and to clarify and simplify land
ownership or lease procedures. The present far-reaching review
will affect development in Agriculture, Forestry and Fisheries
industry sectors. UNIDO may assist the Government in this task as
it relates to the whole investment programme.

The following industrial enterprises, existing and proposed,
may come under the umbrella of the investment programme.




Expansion of tuna fleet and cannery STL Noro
Establishment of tuna cannery NFD Tulagi
Establishment of can-making plant

Sawmills to process export timber

Furniture making enterprises

Feedmill to produce animal feed and pellets
Copra oil and meal plant SIPL Guadalcanal
Pineapple fruit and juice canning plant Malaita
Further processing of palmoil and coconut Levers
Ngali nut processing, packaging and export
Palm Kernel nut processing., SIPL
Beekeeping/honey enterprises

Production chocolate liquor from cocoa bean
Coconut cream processing and packaging
Trochus shell button factories

Chicken hatcherv and distribution
Processing and export of giant clams

Prawn and finfish culture and export
Crocodile skin and seaweed processing-

Cold stores for rural produce

Dried fruit and banana chip processing
Rattan furniture making

Boatbuilding vyards

Marine and agricultural workshops

Coffee roasting and blending

Coconut biscuit manufacture

Juices and soft drinks manufacture

Turtle shell and shark fin processing
Butterfly farms, exotic plants

Reef fish freezing and export

Fishing fleet development

Cargo fleet expansion

Repair yarde, slipways, workshops

Estimated Total Capital Investment required USS$120
approximately.

million




Related National Infrastructure Required:

Expansion of Honiara port and facilities
Improvements to Noro port facilities
Third national port Malaita

Small harbours, wharves, jetties, buoys
Roads and bridges

Hydro-electric power schemes

Rural electrification

Water supplies and drainage

Housing in rural development areas
Technical training and extension centres
Rural people’s banks

Investment Development Corporation
Fishery and Agricultural Centres

Copra collection stations

Marine department fleet expansion

Estimated Total Government Investment USS140 million

approximately.

Technical Assistance to support the investment programme would
come in a number of forms and be financed from a variety of
sources, bilateral, multilateral and Non-Government Organizations
(NGOs) as is discussed in the Technical Assistance section of the
report. As some of the Techniéal Assistance support would be in
kind rather than cash (e.g. personnel and/or commodities). It
would be better to have a central Technical Assistance project
acting as an umbrella for numerous sub-project inputs. This would
reduce expensive duplication and husband scarce resources for
concerted use in the field, especially in the provincial islands.

The main Technical Assistance prcject would also have the




flexibility to bring in national and regional short-term expertise
when needed. While the individual projects remain to be worked out

- in detail, the main areas of technical assistance would be:

Industrial Development Planning and Management
Finance and credit delivery for small scale industry
Processing industries technology and quality control
Small scale enterprise and business management
Boatbuilding, repair vards and marine workshops

6 Agro-crop processing and animal feed
Networking and Marketing production of small producers
Marine products processing and export
Inter-island shipping maintenance and development
Legal, Institutional and Policy Development

Industrial Economic Monitoring and Analysis

These projects would be within and not outside of Government
structures and activities and would entail maximum participation
of national and regional expertise and would keep high cost foreign

o

- professional expertise to an essential minimum.
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THE KINGDOM OF TONGA

A BACKGROUND
There are 171 islands in the Tonga group and 36 of them are inhabited

Their land area is 699km2 and they encompass a sea area of
700,000km2. The population numbers around 100,000 persons most

of whom are located on the main island of Tongatapu.

The main income earning activities are agriculture {coconut, banana,
vanilla, fruits etc), tourism and manufacture of clothing including
woollen garments of good quality. Government revenues come chiefly
from import duties and taxation plus postal and transport services.
In the current year they are expected to total T$45 milliom.
Recurrent expenditure is expected to total T$47 million. Develop-
ment expenditures proposed was T$72 million composed 50 per cent
of Tonga Funds and 50 per cent of Offshore Funds.

Imports, chiefly, food items, greatly exceed exports. Although
the land is very fertile and a wide variety ot crops can be grown,
depende..ce on sales of fresh produce has hit growers land as export
markets impose more and more stringent gquality control and quaran-
tine restrictions. Semi-processed products like coconut o0il are

also suffering from falls in market prices for such commodities.

The distance of outer islands like the Vava'u group from Tongatapu,
and the limitations of inter-island transport have hindered develop-

ment on those islands and depressed sales of their produce.

Tonga's industrial base is fairly well developed nevertheless.
Nuku'alofa has an industrial estate and a number of flourishing
small industries. Agricultural production is well supported with

a strong research facility and some extension services.

The kingdom of Tonga is eligible for aid and co-operation under
the kome agreement, STABEX and the Commonwealth Secretariat,
Bilateral aid comes from New 2Zealand, Japan, Australia, France,
Canada and others. The UNDP programme exceeds $1'0 million in value
and help is also received from the EEC, the Asian Development Banrk,
the World Bank and IFAD.




ANNUAL TRADE REPORT

For the Year 1989

TABLE 3: VALUE (T§$) OF IMPORTS BY SECTION OF SITC-R AND INSTITUTIONAL

SITC - R Seetion and
Commodity Group

Food and Live

Animals

Beverages and

Tobaeco

Crude Materials

Inedible

Fuels and

Lubricants

Oils and Fats

Chemicals

Manufactured Goods

by Materials

Machinery and

Transport

Equipment

Miscellaneous Manu-
factured Article

Commodities not
Elsewhere Specified

TOTAL

SECTOR
Private Govern= -Quasi-Gov't Total
ment

16,413,361 21,201 78,992 16,513,554
2,933,436 11,488 298,643 3,243,567
2,219,834 294,784 35€¢,840 2,871,458
7,055,996 34,332 320,454 7,410,782
163,137 - 2,554 165,691
3,115,086 1,010,811 180,403 4,306,300
8,376,697 3,740,117 1,193,855 13,310,669
8,661,422 2,455,625 2,551,442 13,668,489
5,429,262 688,797 402,350 6,520,409
222,844 100,431 - 323,275
54,591,075 8,357,586 5,385,533 68,334,194




TABLE 4: VALUE (T$) OF EXPORTS BY SECTION OF SITC-R AND INSTITUTIONAL

SECTOR
SITC-R Section and Private Covern- Quasi-Gov't Total
Commodity Group ment
0 Food and Live
Animals 5,608,597 700,838 953,976 7,263,411
1 Beverages and
Tobacco 262 : 262
2 Crude Materials,
Inedible 54,436 13,697 68,133
3 Fuels and Lubri- -
cants - - -

(‘ 4 0ils and Fats 849,627 849,627
5 Chemicals - - - -
6 Manufactured Goods

by Materials 956,369 - - 956,369
7 Machinery and

Transport Equip. 306,094 - - 306,094
8 Miscellaneous Manu-

factured Articles 2,915,229 - 330 2,015,559
9 Commodities Not

Elsewhere Speci-

fied 58,142 - - 58,142

. TOTAL 8,999,129 700,838 1,817,630 11,517,597

‘@
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B DEVELOPMENT TRENDS

Tonga is reported to have the fastest rate of industrial development
of the Pacific Island States. It has a competent staff in both

industry and agriculture who approach their work with seriousness

and commitment. The two main U.N. projects, UNIDO's TON/86/002
and FAQO'S TCP/TON/0051 are both excellent and timely and are lead

by genuine experts with a concern for national development.

The country has done well with its small manufacturing enterprises,
particularly those dealing with clothing and boats. A good~“quality
local brewery has been established and a number of food processing
ventures are in operation. There are good port facilities 1in
Nuku'alofa and a modern airport with direct connection to Hew

Zealand, Fiji and Western Samoa.

Like most of its neighbours in the South Pacific, Tonga has suffered
from the fall in prices for copra and coconut oil, and from the
strict quarantine restrictions on fruit imports to New Zealand.
It also has difficulty serving its outer islands adequately with

sea and air transport and this retards development there.

Copra and banana have been major production and export items in
the past, but there is a general trend now towards diversification.
Vanilla, passion fruit, coffee, squash, pumpkin and custard apple
are among the emerging new crops of significance. The Government
and local industry are exploring ways of processing such commodi-

ties on a small scale basis.

Although Tonga is now reckoned to have the fastest rate of indus-
trial development in this part of the Pacific, much remains to
be done to achieve to full potential. Infrastructure is limited
to Tongatapu and though a start has been made in Vava'u, there
is littel real industry, in the distant islands. A considerable
degree of import substitution remains to be achieved as well as
export possibilities to be realised. Tonga has invested well in
manpower training and has a good care of skilled and educated

personnel. The Government is continuing to make human resources

development a priority activity and this bod\es well for the future.
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C POTENTIAL

Tonga's agricultural potential has never been fully realised because
lack of markets or low market prices discourage growers from both
planting and harvesting. Past experience has made farmers cautious
and more inclined to rely on a variety of small crops than risk
planting large areas with a single crop which may meet with a poor
market. In assessing potentials therefore, it is imperative that
we bear in mind that they depend on the emergence of large and
secure markets which would be a goal of the UNIDO project. Without
good market prospects, the potentials indicated ar: meaningless
as farmers will simply not risk the investment in labour ?nd money

to increase their production of particular commodities.

Coconut remains one of the largest and surprisingly untapped re-
sources in the country. Of some 70,006 acres of coconut trees
in Tonga, perhaps only ten per cent are harvested for copra. This
is due to the low prices currently offered. In its present state
the Commodities Board Mill ought to pay $150 per ton to break even.
It pays growers $200 and has difficulty obtaining supplies at that
price. In order to pay growers more, much higher value products
need to be extracted, but given a higher price, production might

be increased by 10,000 tons from existing plantations.

Banana 1is another crop with enormous potential and which could
be planted and bear fruit within a fairly short time span. Export
sales are greatly depressed by stringent quarantine and quality
control requirements. A processing facility might get around these
difficulties and thus provide growers with a stable market for

much of their production.

Root crops - taro, cassava, yams, sweet potato and others can be
grown in plenty and could find a ready market abroad if import
requirements could be met or overcome in some way. The market
for these in New Zealand amounts to many millions of dollars a
year.

Other crops with potential are vanilla, pineapple, coffee, kava,
pumpkin, watermelon, passion fruit, guava, custard apple, peanuts,
mulberry and pandanus. These crops are dealt with in detail in
the FAO part of the report. The list does not include other




possible new crops which are being tested at the MAF research
station, like coffee, yam beans and black pepper.

Together these crops could support a large number of small scale
processing plants both in Tongatapu and the outer islands. The
plants would in several cases be multi-purpose, switching from

one product to another as supplies varied with harvesting seasons.

The market prospects for these products are good in New Zealand

and also in Australia, Hawaii and Japan despite competition from

much larger producers. The nature of the processed foods market

is such that a quality products can almest always find a richer

to supply even if in volume terms it cannot be compared with major
(. world suppliers.

To support these processing plants there is a need for and an
opportunity for plants to produce the specialised packing required.
At present the cost of imported packaging is a severe handicap

on local industry and the problem must be overcome.

D CONSTRAINTS

There are three major constraints facing processing enterprises

in the Kingdom of Tonga. These are capital, knowledge of markets

and technologies, and supplies of raw materials. Manpower though

limited is not a major constraint but there is a recognised need
(’ for further training and upgrading of skills.

Practically all private sector and state enterprise managers inter -
viewed mentioned the need for investment and working capital to
finance the upgrading and expansion of their plants. Tonga like
many of its neighbours has relied for too long on export of ¢.esh
produce as.the main overseas market for its agriculture. Processing
firms have tended to focus on the domestic market which is easier
to supply in terms of quality and volume. As a result they have
never been really equipped to meet the higher demands of foreign
markets. In contrast, the garment industry has bad no option but
the export and tourist markets as it imports most of its raw materials,
and it has performed well while the food processing sector has

languished. So there is a need for investment capital to equip
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processors to meet the challenge of the market. Locally available
funds are limited and the Government would like to explore with

UNIDO other sources of investment money.

Processors and entreprenedé in Tonga are surprisingly ignorant
of the foreign market potential and requirements. This appears
to be because of very limited contacts with potential importers.
UNIDO could help greatly in this area by bringing foreign and local
private sector together to discuss face to face products, markets,
prices and technologies. The experience of other Pacific States
like the Cooks and Western Samoa indicates that the foreign private
sector is very ready and willing to cooperate in such exercises
The consultant spoke with the High Commissioners c¢f both New

Zealand and Anrstralia who readily agreed to cooperate with any

such programme.

Tongan processors face the same supply difficuvlties as those in
the other small island states in the Pacific. Land resources are

limited and farmers are cautious about allocating large plots of
land to single crop. This is because past experience has shown
that market can be very unreliable and -a whole year's work or more
may be lost if the crop cannot be taken to market in time and sold
at an adequate price. The development of the processing sector
will provide growers with a more stable market but it will take
time to build up the confidence necessary to encourage the farmers
to plant and tend and harvest in expectation of new and developing
markets.

It is essential therefore that the programme contain a planning
and coordinating element to work closely with the Ministry of
Agriculture and Forestry and its Research and Extension services

to ensure adequate supplies of the various crops required.

Human skills is the fourth constraint but though real, it is less
serious because of the Governments commitment to training and

because of the positive attitude of the people themselves. Expatriate

instructors whom the consultant was able to interview were strong




in their praise of local students for their diligence, intelligence,
application and interest. UNIDO should seize on this positive trait

and maximise development of human resources throughout the whole

programme.

There is a fifth constraint which might be mentioned and it is one
that applies to all of the island states, namely communications
difficulties or transpcrt 1limitations which impede developments
in the outer islands. It may therefore be appropriate to have an

infrastructure element in the programme.

E OBJECTIVES

Government objectives have been well spelled out in draft documents

on policy and strategy which show considerable understanding, serious-
ness and commitment on the part of the Government. As these docu-
ments are of major relevance to the proposed UNIDO programme, a
copy of exiracts is attached as an appendix to this report.
"EXTRACTIONS FROM DRAFT DPVI

Major Points to be Considered for Commodity Development 1990-94"

"Policy Issues to be considered in the Formulation of MAF Projects
1990 - 94"

and: "Sectorial Programmes under which all MAF Projects must fit"

The papers confirm and emphasize the Government's commitment to
Agriculture and to the Agro-Industry sector both to meet local in-
come and nutrition needs and to obtain added value and foreign
exchange from export markets. Both food crops and cash crops are
to be promoted, maintaining a healthy balance between important
traditional crops and new varieties which offer good prospects

for export and processing.

The central and important place occupied in society and the economy
by coconut is not to ignored and will rather be enhanced by improved
downstream and added value processing supported by a judicious pro-
gramme of replanting. All possible coconut products are to be

used including the timber, husk, shell, water and meat. The MAF
Director and officials made special mention of their appreciation

for the UNIDO workshop on coconut products, held in Apia, in this
respect.




Attention is drawn to the fact that the Tonga Development Bank has
been unable to fully meet the needs of small holder farmers. The
Government therefore wishes to take a more aggressive approach to

secure financial assistance for priority development activities.

The Government recognises that active participation of the private
sector is essential for meaningful and sustained development and
growth. The private sector is therefore to be promoted and the
Government will divest itself of a number of activities it is

presently involved in.

A major aim for the next development period is to encouraae private
sector investment and to increase the proportion of value added
to 1locally produced goods through agro-industrial development.

the ministries of Agriculture and Forestry and Labour, Commerce

and Industry will corporate to achieve these goals.

Government recognises the importance of human resource development
to agriculture production, processing and industry. It therefore
insists that priority be given to appropriate and relevant training
that will have an impact on the sectors. To this end it supports
institutional training, extension services and other special pro-

grammes to enhance and upgrade local skills.

With assistance from FAO, UNIDO and other aid organisations, a well
developed planning approach has been established and is being im-
plemented through & series of sectorial programmes under which all
projects must fit to ensure the integrity of the wholistic pro-
gramme approach. This accords very well with UNIDO'S own efforts
in developing integrated programme planning and it should therefore
be easy for UNIDO to complement these efforts in the processing
ana industry sectors.

Readers are referred to the appendix for more detailed information
on Government objectives for the agro-industry sector. Mentions
might also be made of some of the more relevant of the Agricultural
projects such as: "Post Harvest Technology and Management Programme"

"Commercialisation and Privatisation of Agricul-
tural Services CPAS"

"Tonga Sub-Regional Development Programme TSRD"
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All of these projects are vehicles through which the proposed
UNIDO Agro-Industry Development Programme could contribute to
the national development goals. The institutional infrastructure
is in place, the objectives are cliearly stated, and the Government
has expressed its firm commitment. UNIDO should therefore be

able to support the efforts with confidence.

G UNIDO ASSISTANCE

UNIDO assitance to Tonga centres aroundDP/TON/86/002 ®Small Industries
Promotion and Entrepreneurial Development”. This projegt, like
the similar one in the Solomons is doing excellent work, has the
confidence and respect of Government, and has a good appreciation
of the vital and essential roles of investment, technology, foreign

private sector co-operation and manpower development.

In the recent project period some 16 new enterprises were assisted
in eleven separate manufacturing/processing areas. Seven useful
training courses and serminars were organised and executed by
the project in the past 12 months. Local response to the training
was warm and appreciative. The project assisted and participated
in & trade and investment mission to New Zealand in 1988 and in

industrial shows and displays of Tonga mede products.

The consultant believes that the existing project 1is the ideal
vehicle for the UNIDO programme for Tonga detailed in the following
pages. This would be the case even if funding was obtained from
other sources. Indeed the project has shown considerable flexi-
bility and inventiveness in obtaining and utilising funds and

assistance from other sources to complement the project financed
activities.

The Government and industry are interested in additional and more
flexible sources of investment capital for 1local industry, both
for state run enterprises which are to be privatised and for private
industry. The Government appears to prefer direct financing
institution to private sector arrangements if they can be put
together. It would be useful if the current project could explore

these possibilities with UNIDO and with both private sector financiers
and international development banks.
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H PROGRAMME AND PROJECT PROPOSALS

Tonga's agro-industries are languishing at present due to lack
of adequate processing facilities and insufficient contact with

foreign private sector impo$$ers. Tonga has the production

potential to fill several'kgches in the foreign markets for pro-
cessed food products but it needs both the technology to meet
the high quality demands of those markets, and the direct contacts
with the importers whose co-operation is essential to the success
of the efforts. In order to equip its industry adequately Tonga
also requires investment capital both for its private sector and
for essential infrastructure. The needs extend throughout the
whole food processing sector and into sub-sectors such as for

packaging, transport, energy and support services.

In order to meet those needs effectively and to mobilise the nece-
ssary finance and co-operation, UNIDO proposei an Agro-Industry
Development Programme which would bring together and co-ordinate
investment funding, foreign private sector co-operation, technical
assistance in processing and marketing, plus strategic policy
advice and economic analysis. This would be a long term programme
utilising funds from a variety of sources and working directly
with the local private sactor.

The programme would commence with some urgent up-front assistance
to the passion fruit processing plant and contacts with importers
of processed foods. A programme document would be prepared based
(‘ on an economic analysis of the sector and of the various strategy
options facing the industry. Investment and technical assistance
needs would be costed and UNIDO would then seek funding on behalf
of the Government. Potential sources of investment capital would
be identified and a strategy worked out with Government and industry
to determine the financial package most suitable to Tonga's needs
and most acceptable in terms of cost and conditions. The full pro-
- gramme would then commence, in every case linking technical assis-
tance with investment and with foreign private sector co-operation
where appropriate but especially in export marketing.
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List of projects and project areas in Tonga

Coconut Mill

Dessicated Coconut

Golden Passions

Vanilla

Processing

Banana Processing

Root Crops

Coffee

Snack Foods

Fish

She'1fish

upgrade processing to produce higher

value “"downstream® products and by-products

eg. margarine, soaps, vinegar, charcoal

rationalise and re-equip factory to
high

products including dessicated nut, cream,

produce several lines of value

chips and powder.

improve product and packaging, _identify

markets with foreign private sector

upgrade equipment, wutilise additional

fruits.

locate
machinery

identify products
appropriate

and markets,
technology and

for small scale production.

investigate possibilities
dried banana,

of producing
banana powder and puree.
Establish mini plants.

Survey markets and processing/packaging
investigate potential and viability

2f peeled, vacuum-packed products.

continue current
in processing,

Government efforts,
packaging and marketing

establish private plants.

assist entrepreneurs gear up to produce
quality well presented products, taro
chips, peanuts, etc.

upgrade quality of export fish, fresh
and frozen utilise offal for protein
meal to add to animal feed.

encourage mariculture and investigége
markets develop low-cost attractive

packaging.
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Feed Mill - upgrade existing one or establish new °
small scale animal feed mill plant utili-
sing copra meal, wheat bran, fish meal
other fillers.

Packaging (1) - develop packaging manufacture, both
local and regional to reduce current

crippling costs of packaging.

Packaging - set up additional 1local firm to pack
rice, sugar, flour for local consumers.

Cther Industry - production of starch, alcohol, pawpaine,

(. oils, etc.

The form UNIDO assitance would take for each of the developments
or enterprises referred to would differ slightly with the needs

of each company but would conform to the following general pattern:

(1) identification of markets and products

(ii) selection of processing systems and appropriate
cost effective technologies.

(iii) training and technc.ogy transfer for enterprise
staff at shop floor and managerial levels.

(iv) thorough assessment of raw material supplies and
co-operation with MAF to ensure future production.

O (v) feasibility and costing work on company operations

to the standard required by financing institutions.

(vi) particular attention to quality control and plant

efficiency and economy.

As far as possible the programme would avoid theoretical studies
and reports which may have no impact or direct relevance to industry.

To do so the programme will liaise very closely with the foreign
private sector and will utilise consultants from relevant industries
whenever possible.

No individual project will be embarked on until investment finance
has been obtained, at least in principle and there is a clear
commitment by the local entrepreneur. UNIDO will work with Tongan
Government and industry personnel to realise effective and timely

delivery of capital funds at attractive rates and terms.
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Human resource development will be strongly emphasized throughout
the programme to achieve a high degree of competence and profession-
alism at all levels in industry. Much of this may be done in
co-operation with the foreign private sector to ensure that the

training is relevant and professional.

In all efforts the goal will be the production of quality products
of good value and well presented for marketing at a cost that
will compete on world markets or at least find and appropriate

niche.

The urgent up-front assistance is required to get the Golde; Passions

fruit processing plant operating on a sound commercial basis and
1. producing a quality product acceptable on both local and foreign

markets. A "NIDO feasibility study is requested and it should

undertake the following tasks:

(i) visit with the plant manager, pctential {fruit juice
importers in New Zealand to determine market requirements
and specify processing and quality control equipment
and procedures.

(ii) survey the existing plant, equipment and staff and deter-
mine precisely the improvements requirement to both

plant and manpower to mmeet the market requirements.

. (iii) 1investigate with Government the total national production
( of fruits, present and potential, on which future proces-
sing throughputs may be safely planned.

(iv) calculate precisely the investment capital and operating

capital needs of the plant and the training/technical
assistance needs of management and scaff.

(v). locate sources of finance for the venture, bringing
in if possible the foreign importer as a marketing

contract may from part of the security for the loan.

(vi) while all the above is taking place, seek aggressively
sources of low cost packaging and if possible establish
local production of package items.
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While. the main focus of the study would be passion fruit
plant (which also handles guava and custard apple) the project

should also, during the New Zealand trip discuss with importers
methods of semi-processing and packaging root crops, especially
taro. There is an urgent need to overcome quarantine and quality
control problems for fresh produce. For taro it may be possible
to have a peeled, washed product vaccum packed in a form that

would not spoil or permit any infestation and which would offer

the cosumer a convenience food, ready for cooking. The feasi-
bility study should include this task in its work for the fruit
juice plant. =
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VANUATU

A. BACKGROUND

Vanuatu became independent ten years ago in 1980 following a
condominium joint administration by Britain and France. The
country is made up of 80 islands in a Y shape extending over a
thousand kilometres. Eighty per cent of the 140,000 population_are
subsistence farming people and as a result of the high population

growth, over 50 percent of the people are under 16 vears old.

Although agriculture is the dominant sector of the economy,
accounting for 80 percent of exports, tourism is also important as
are financial activities from the tax haven Vanuatu offers
~ompanies and an international shipping register. As a result of
the contrasting subsistence and commercial sectors, and the
influence of tourism, Vanuatu's economy 1is marked by economic
dualism and the cost of living is consequently higher than in the

neighbouring, Solomon Islands.

Industry is generally small scale and diverse, but is growing.
Of 1200 small scale manufacturers operating by 1989, just over 100
were foreign owned. Half of the value added is obtained from food
industries and about a third from wood, paper and metal products.
Most industry is located at or near the capital Port Vila on Efate

island or Lugainville on Espiritu Santo island.
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B. DEVELOPMENT TRENDS

There is a gradual move in the islands to replace forestry
activities with small scale agriculture as timber is harvested.
This is partly due to the time required to reforest areas and
partly to the growing need for land as the population increases.

The prevalence of cyclones also discourages tree planting.

Copra remains the single most important crop. Of the manv
secondary products, beef is growing in importance and timber, fish,
coffee, cocoa, fruit, rootcrops and vegetables are all significant

and give opportunity for small processing industries.

Like most other Pacific island states, Vanuatu has targeted
both import substitution and export markets for its processed and
manufactured goods. the size of the local tourist trade has
encouraged the growth of polished shell and carved wood products,

dairy produce and other food trade items.

Import substitution efforts have resulted in the estabhlishment
of small meat canneries, a brewery, soap factories, coffee plants
and small scale boatbuilding. Export aimed activities include beef
production which is just gearing up for EEC and USA approval,
trochus shell button blanks, coconut and fruit products, still in

their infancy, and handicrafts.




The manufacturing sector as of 1989 employed 1200 persons and

had a total value added of 324.3 million Vatu.

following nine sub-sectors:

It comprised the

Sub-Sector Employment Million Vatu
Value Added

1988 1989 1988 1989

Food Beverage

and Tobacco 392 442 339 413

kWood and Kood

Products 272 317 226 170

Textile Clothing

and lLeather 113 118 49 70

Fabricated Metal

Products 43 69 24 36

Chemical, Rubber &

Plastic Products 57 55 60 39

Paper and Paper

Products 35 16 55 60

Other Handicrafts 53 62 28 54

Basic Metal 5 5 8 7

TOTALS 1032 1200 832 924

e a— s+ o s = .




C. POTENTIAL

Vanuatu's favourable climate, fertile soil and clean seas form
the basic advantages for its agricultural production and its
flourishing tourist industry. The major crop is coconut or copra
but coffee, cocoa, rootcrops, oranges and exotic fruits all grow
well. The forest resources yield both soft and hard woods. Beef
cattle flourish on local grasses, and pigs and chicken can be
raised easily. Mineral resources which are not exploited include
lime, pozzelana and manganese. Marine resources include shells,
beche de mer, lobster, reef fish and tuna. Apart from shells znd

reef fish, thev are barely exploited.

The Government of Vanuatu has endeavoured to create and
maintain an economic and business climate as favoura'lc¢ o
investment as the country’'s weather and natural resources. This
is seen chiefly in the tax haven offered to companies and in other
financial advantages offered such as the register for internationail

shipping.

Copra, the major crop couid increase in value in two ways.
By better collection and storage, and more efficient port
management the amount and quality of copra exported could be
expanded considerably. And by processing quality coconut products,
valie added could be obtained.

Beef livestock farming could benefit enormously from the
provision of a feed meal plant, the upgrading of slaughterhouse
facilities to EEC and USA standard, and the development of
marketable by-products such as leather, tallow, lard and pig or
chicken feed supplements.

Fisheries may offer tne biggest single agru-industry potential
at present. Up to ten thousand tons of tuna and one thousand tons
of surplus reef fish might be harvested and exported in a quality
form. The gross foreign currency earnings from such activities




@

could exceed USS$S10.0 million a vyear. And there would be
considerable social and economic benefits for 1local fishermen,

boatbuilders and plant wcrkers.

Added value processing of cash crops and timber could be
considerable expanded, yielding employment and both local and
foreign currency earnings to the country. many small snack food
and gourmet food items could find a ready market in the tourist
trade. The national drink kava, could be exported in extract form.
Sea shell jewellery products could be improved in quality and added

value.

D. CONSTRAINTS

Against the background of considerable potential, must be
placed the difficulties and constraints from which Vanuatu suffers
as an 1island economy. Along with other Pacific island states it
is disadvantaged by distance from major markets, relatively small
population and relatively small volumes of production. Its mild
climate is beset every seven years or so by severe cyclones which
cause enormous damage to building and forests and which discourage
long term tree planting. The existence of a considerable tourist
trade and finance industry creates a dual economy syndrome and
results in a high cost of living and relatively high wage levels.

The Government summarises the economic constraints as skills,
capital, markets and mobility. There is a high expatriate presence
owing to shortage of skilled persons in both government and
industry. The 1limited workforce, 1limited quantities of raw
materials and distance from markets combine to create conditions
which favour small enterprises that focus on specific market niches
or on specialty or quality products.

The prevalence and variety of aid programmes operating in the
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country has at least one negative effect in that it fosters a
dependency spirit or aid mentality which leads people to wait to
be gifted items rather than working to establish them or finding
local capital. The Government is working to change this and since
1988 has succeeded in financing its US$40 million national budget
entirely from domestic sources, chiefly import duties. Against the
favourable busiress climate must be placed the smallness and
somewhat parochialness of government which can confuse or
discourage investors when different departments appear to take a
different stand on common issues, or when very localised concerns

or interests can effectively block major industrial developments.

Inter-island shipping, port management and storage facilities
are major constraints to any increase in production. They have had
a particularly damaging effect on the copra industry in the past
vear. Many local producers suffered heavy losses as a result.
Lack of adequate 1local workshops to produce spare parts and
components for small inductry adds considerably to costs when these

have to be purchased from abroad and air-freighted to Vanuatu.

E. DEVELOPMENT OBJECTIVES

The Government of Vanuatu is presently formulating its next
five year developmer.t plan. Its present policy towards the

development of industry which is expected to be strengthened is as

follows:

’ Encourage self-propelling growth through import
substitution and development of export industries.

* Accelerate industrial sector development and broaden tne
range of products,

i Exploit agro-industry potential to maximise value added
and increase employment. 4

* Encourage indigenous participation ir the industrial

sector.




» Develop industrial infrastructure and support services.

* Promote geographical distribution of industrial
enterprises.

* Strengthen the base and opportunity for small scale and
rural producers to participate in industrial development.

Economically, -government policy is focused on the manufacture
or processing of goods from loral raw materials and the development
of indigenous enterprises based on local skills and talents.
Socially, a major aim is to de-centralize manufacture service and
retail activities to meet the needs of rural communities, ~“to
balance the distribution of economic benefits and to promote s¢lf-

reliant initiatives.

Major industrial developments in the agro/fisheries/forestry
sector which appear to be achievable and fall within government

policy and priorities include:

* establishment of a feed mill to supply the livestock
industry.
* re-establishment of a tuna industry and expansion of reef

fisheries.

* upgrading and expansion of timber sawmills and wood based
industries.

* improvemnent and expansion of meat and fish canneries.

’ development of copra and coconut product industries.

* processing and preservation of root crops, fruits and
nuts.

* establishment of a regional factory for shell button

finishing.

* expansion and upgrading of boatyards, slipways and
workshops.
* continued development of furniture and handicraft

prodaucts.
These various developments could take the form of any of the

four main types of enterprises:
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* Resource based industries (e.g. copra or tuna processing)

* Market niche industries (e.g. artifacts and handicrafts)

* Import-Export industries (e.g. regional button finishing
factory) and

* Import replacement industries (e.g. local meat canning)

G. UNIDO ASSISTANCE

Since 1981 the Government has been receiving UNIDO assistance
under a series of projects designed to support and encourage small
and medium scale industry. These are: DP/VAX/85/002 and
DP/VAN/88/004 linked with RAS/86/075 regional project.

The UNIDO projects have regularly received from 18 to 25
percent of the UNDP IPF for Vanuatu.

The purpose of the present UXIDO project is to strengthen
government capability to identify, appraise and evaluate small
scale industrial projects and to provide extension services and
training to local entrepreneurs. The project 1is making modest

progress and its efforts are well appreciated by Government.

Three existing project proposals which have not yet been
funded or implemented are: XX/VAN/89/9XX Assistance to Agro-Based
Industries (Processing of leather, coconuts, wooden toys, snack
foods and animal feed); XX/VAN/89/9XX Assistance to the Wood
Processing Industry; XX/VAN/89/9XX Rehabilitation of Cement Plant.

The UNIDO programme has been most effective in providing
technical training to local manpower and in encouraging the
development of local entrepreneurs. If there are any weaknesses
in the current programme, apart from budgetary limitations, these
might relate to the ad-hoc approach to industrial development and
the lack of an overall programme plan and integrated strategy.
UNIDO might usefully provide inputs to the formation of the next




five (5) year plan and to the Tropical Forests Action Plan which
may be funded by the Asian Development Bank. UNIDO also seems to
have had little impact on investment so essential to any industrial

developnent .

H. PROGRAMME AND PROJECT PROPOSALS

The Vanuatu Government enjoys the assistance of a broad
section of multi-lateral and bilateral aid programmes. These
contribute substantially to the national development effort but
they also place a support burden on the Government, particularly
in the area of counterpart personnel and skilled manpower. It is
with some difficulty that the government is coping with all the aid
projects and extracting from them all the benefits which should be
realised for future assistance place minimum burden on the
administration. The following suggestions are of that nature and
are designed to help government maximise effectiveness of its own
staff and to utilise to the full, indigenous Ni-Vanuatu private

sector businessmen.

The current UNIDO project, Establishment of Ni-Vanuatu small
and medium scale industries, VAN/88/004/A/01/37 should continue,
in updated form if necessary, as it provides useful practical

assistance at the technical anu zdministrative levels.

For the future and longer term achievement of government
objectives for the agro-industry sector it is proposed that a five-
element programme of industrial planning and investment promotion
be established. This would incorporate economic/industrial
planning and analysis, infrastructure development for agro-industry
investment and cooperation. The programme would help Government
assess the total impact on the national economy of various
industrial strategies and investments, and in consequence the
priority areas for development or investment. It would also help

locate packages of investment finance and supporting techaical




assistance as vwell as foreign private sector cooperation if
appropriate. The elements are further described below:

l. Economic/Industrial Planning and Analysis.

This element should be arranged as soon as possible and in
time to assist the formation of the next five year development
plan. If possible it should also form J.ne of the multi-lateral
inputs into the TFAP, the tropical forests action plan. The cost
would be modest and could be obtained from special funds or from
a bilateral donor. It would involve three (3) months of an adro-
industry analvst's time plus support personnel in UXNIDO
headquarters and provision for training and equipping a senior
national agro-industry planner. The analyst/planners time would
be extended if Tropical Forests Action Plan (TFAP) inputs were
desired, or a separate forest industry analyst would be employed.
The cost might be $40,000 plus $35,000 for Tropical Forests Action
Plan (TFAP) inputs

2. Infrastructure Improvement and Investment for Agro-Industry
Production.

It is obvious at present that inter-island shipping, storage
and port facilities can barely cope with present 1levels of
production due to inadequacies in facilities and management. Any
increase in production would add to the inefficiencies, excessive
costs and substantial lossés being suffered at present. This
element of the programme would address the infrastructure needs in
transport and other services such as repair, maintenance and
manufacturing services. It would together with Government,
identify and specify requirements, locate investment finance and
help to train managers and operators. The cost, about $85,000,

might be obtained from bilateral donors or special trust funds.




3. Establishment of Feedmill and Agro By-Products Factories.

Some feasibility work and considerable technical investigation
has already gone into the feedmill and crop processing proposals.
They are needed to improve the viability of the livestock industry
and gain added-value from crop production. This part of the
programme would sharpen the feasibility studies, locate investment

finance and help local businessmen establish the enterprises.

g. Establishment of an Export Fish Industry.

The enormous marine fish potential of Vanuatu has been well
noted and documented by FAO and others. Up to $10.0 million a vear
may be earned from fish and fish product exports. I1f properly
organised this industry could utilise the skills of local fishermen
and have local men and women in rural areas find employment in the
various fish plants. The distribution of benefits could be

enormous.

Several private groups have already shown willingness to
invest in the fishery sector and some have already made goodwill
preliminary investments and trained local fishermen. This project
would assist Government in assessing the economic and social
benefits of current proposals and in negotiating nationwide
participation in fisheries investments in ways khiéh would protect

resources and benefit communities.

The largest potential lies in the now dormant tuna fishery,
but given balanced and well managed harvesting, reef fishing could
also contribute significantly as could ocean ranching of large fish

species.
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5. Regional Industry and Regional Cooperation.

UNIDO is well equinped to assist and promote
industries which would serve the whole region and from which all
countries in the region would benefit. It is important that
Pacific Island countries cooperate in this way otherwise certain
industries could never be viable given only local resources

or a local market.

This part of the programme would help to get regional
agreement and cocoperation on establishment of industries which
would serve all participating countries. Two examplec -might
suffice. Vanuatu is well placed to host a regional factory to turn
shell buttonblanks into finished buttons. The Solomon Islands
button blank factory has already expressed interest in the idea.
If other shell producing countries agree, a regional factory could

be established.

A second example 1llustrates how Vanuatu could benefit from
a regional factory in a neighbouring country. The Solomons which
has a large tuna canning plant needs to start manufacturing cans
in the country to reduce the cost of the empty cans which have to
be imported from Singapore or similar distant country. Vanuatu's
small canneries also feel keenly the cost of importing cans and

would welcome a closer source of less expensive cans.

The UNIDO programme would encourage and assist and help locate
finance for such regional enterprises to support agro-industry.

The whole programme suggested above could be implemented over
a three year period and to minimise costs would utilise national
and regional project offices for coordination. It would not take
anything from UNDP IPF funds but would help the country augment
scarce capital funds for investment. Total cost of the Programme
might be around $375,000 depending on the nature and duration of
personnel inputs. On the benefits side the Programme could

© e —-




facilitate investments of several millions whick could increase
local employment by many hundreds and bring in foreign currency
earnings in excess of $25.0 million a year.
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CONFI\DENTIAL

UNIDO PROGRAMMES AND POLICIES

The consultant in his terms of reference was asked to
review and assess recent and ongoing programme and projects
to assess the impact and relevance of external assistance,
and to identify actions, suggest policies and implementation
options to achieve Government Objectives.

The above tasks are an ominous responsibility, vet a
timely and necessary duty in the face of changes in
international aid and the growing impatience of governments at
the Jack of impact and the slowness of development.

Review of Experience to Date:

If there is one thing that cha
Pacific Programme and projects to
UNIDO programmee) 1! 15 the (pagmen
the assistance. Thie Organisaticn tene ie
expressed nesds rather than implewsnt weell thonght ot ol
longterm programmes. Thers is 4lss 4 related tondoasy t.
substitute for longtern or iptegrat-d planning with "fiching
expeditions”™ to look for and ident !
off the cuff or ad hoo fashion., Tioroe J5 g serioas Tach of
rategic thinking ami an appdarent elucigance to addiess the
major and fundamental constraints to jndustrial developuent .

Acterises the UNTDO Sonth
te {and probabiy most

r

A

Peadoand ad hoe et are of
1o

rolesponG b

LT o Pradects s 4 somewlhal

The reasois for the prodgrasmme strategy weaklness ae
$RVelrdl lJllt It is probably i the sain a reaction S the way
in which aid funds become availab’v, eopee a1y XD IPF

monevs.,  There 15 alsa Ti0Te oo digat taon of micsions and e
natural pressure on oeach viasit g
projects” and to the rather cabject Sve and el ated charact orp
of existing projects.  Government: must aloo share some
responsibility as of ficials and winistors da tend to paise
with missions and conznitants, jteos which happen $o be
uppermost in their thoughts at the time,  However, !l purpose
of this report is not to assign blame but to deternine how to
inprove the delivery and offoct iveness of UNTDO D ograwmes in
the future.  The consnitant wonld joefor nat to mabe detailedd
comments on past oand existing UNIDO projects fa the resgian,
Some references will he made bt wigisenle criticisms of tiny
etements of small projects miss the whale point o g 'H-\
repeat the error UNIDO needs to avoid.,  To order to achiove
impact and get industiial development going on the :.Lttln*
desired by the Government and the peoples of the Sonth Pacific
there has to bhe an end to the practice of frittering away
scarce resources on tiny isolated of forts that will have a
marginal effect at best. Tet UNIDO leave such dioplets of aid
to the NGOs and charities which can undertake them more
cheaply and more appropriately. N huge |, ospensive and
potentially powerful Agency like UNIDO should concentrate itg
efforts on really substantial programmes.

ensnitant 1o T epme i With
”




2

Before proceeding, let it be said that UNIDO staff in the
field are in many cases wanting to do this but are caught up
in the present system and too often have little room for
manoceuver. YNevertheless, some are doing an excellent job and
particular mention should here be made of the CTA in the
Solomon where despite a cautious Government which is
scrutinising all aid proposals with a jaundiced eve, - a
remarkably comprehensive and integrated development plan has
been compiled and accepted. Other good efforts are being made
in Tonga, and in Western Samoa and the Cooks though vervy
limited in size and number in the last two.

The other great weakness of currvent UNTDO programme:s and
the one which the consultant is convinesed has most to do with
lack of impact 15 the almost tatal absence of links between
technical assistance and investment.

Tie vast majority of Government officials coul private
sectar biusinessmen interviewed went janed Tach of capital oas
the namber one constraint . Failore to sddres:ss the peed Ton
capital has 2gppravated the Iocal frastration with Uy

development ~fforts. To tiraein a processor oand Do fpbrodies

im or her to new possibilities for Todastr s pradaction and
profit, then to Teave them thers @it nie o accons fo capdtal

:
st jnereases (rustrvation sl osones P seeds of resentiooat oo
]
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pach Ttk in UN progiamme:s,

Too often the responsibiiity 1o shreagged GffF o e
Soveranment o "ot the Dovelopment Tapt DR caree of thett o T
bee brotl iy honest the development bant o bave poonend co Dy
Dot aned Inadedgqunet e velite e for Tnventaent canita? b e 0!
Phoedr Bt edier b Do wanagemot s, Tinitend capit ol gl
conflicoting social /ecopomic/Cinanct 3t ool Thoy need Heln,

and dndunstry needs capital availaba ity oo eaeh mor e
subsatant tal soeale and more efficient, Ieoinenstibe ayaten,

Techintioal asaistanes witpon! Suvestment, Tite faith

without worbe, 0o a4 e bess commeal s by, TY de ity et Py Yo
pertee that the e el iy snecoensf ol PVIREY o et T

segion (Tibe the Hopiara qutment el -1 bt ton factonr Do)
1l

bave g TNV ved ety e begaenyt o,

The *hord mejor area o weaboeens, el oonee whiich YNTDO i
awate of and s waking cf foapta ta e g that o of
paanagement o Corpop ate by lla, Dicciness manadgeuent ot
wat Neting abhilities are esosential o today "o basness arnd
industry.,  To jmwlactrialice, couptyaes Lave too fearn 1o
compets in the international arena, and ta do go they reauire
both technical and managerial competences of bighlevel . Thig
needd UNTDO 00 now seeking tao tachie and come usefal maode i and
training packages are heing developed,

Coupled to management o the peed for integrated planning
which «¢an help governments nationalise and improce poiiciens
and stiategies for industry. There o an excellent FAO
project in this field in Tonga and it appropriately




complements the entrepreneur and business training undertaken
there by the UNIDO project.

A fourth area of weakness referred to already somewhat
indirectly is that of thinking too small or in a too limited
and short sighted way. This most obvious illustration of this
1s the strategy of import substitution in the South Pacific.
In theoryv it has appeal but in practice, very serious
limitations. Too often the result is inferior workmanship,
inferior goods and consequent appeals for protection from
cheaper imports. The businesses themselves mav never be
profitable due tao thelir limited market. Most of the
Governments now recognise this mistake and several progressive
businessmen have shown the way to go. Produce a quality
product for the worlid market at & competitive price and it
will sell both at home and abroad.

To gum up, major weaknesses have heen in the areas of
strategic planning, investment, management skills and markets
targeted.  Tnstead UNTDO has concentrated «ffort on technology
and technical Training, aud on studies.  Far too often,
frasiblil ity arinlies have been proposed when there was simply
o investment capital in sioht.,

Seven Fssential Elements in Industrial Development are:

Materials Resources

Money Capital, investment
Manutfacture Processing technnlogy
Vanpowet Human shills

Mieelee Fuel gy sources

Moaagement Corparate and business sxkilis
MAarket s Demand for prodoactsg

The iy relattonship aed UXIDO s asupporting and

promo! ionasl role might be illustrated as in the following
diagian,




UNIDO and Government prepare integrated industrial

development programme and undertake initial analvsis
and locate funding.
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UNIDO Feasibility studies, market identification,
help with technology chaice apd promot ing
private sector coopaeration,

foreign




Programme Recommendations:

In response to previous difficulties and to rapidly
changing conditions and aspirations, there has within UNIDO
been a move towards broader and more integrated sectoreal
programmes. The consultant recommends that the approach be
strengthened and he interfaced into the development! process by
greater participation with Governments i1n their planning work.
FAO has enjoved considerable success and reaped much goodwill
in recent vears from its support of national policy and
pplanning workshops which have become vital elements in
national economic planning activities. UNIDO should promote
simildar activities. Tt has the tools and the expertise to
support governments in this way and would find a ready
reesponse to the offer of such help.  Carefully planned and
soundiyv ewecnted, policy and planning assiztance will have
greater jefloence on ladustrial development and wore direoect
relevance ta ongoinrg UNTDO programmes than industrial
consy tat fons which may cost more.

The programmes should be Integrated and 1§ sectoral,
shicnld hee o only in the hroadest sense of that term. Fen
cved Jreeater dmpact o and easpeciall for poorer apd oswmallen
oty fe, g atea Jdevelopment o approach shonld be fallowed
vathier then o pharrow aectoral aptroach which 1 f 3t mabkes cenee
dovs sooaniy it hilghly deveioped industrialised conntrjes,

The arvea developpment approach looks at all reacourpess ool
poacibiT it e and Tavs the basis for balanced and intogratedd
tlevetopme . programmen with ma=in icat ion of the coppliment gy
andd cpincaf o benefits ot ety can have from another . 7

aino enabies much greater amd effective conniderat ton of
chvitonmental and social considerations S han 10 possiblie with
a4 narvow acectaral approach.  Guidelines can he detaermined Ton
411 suth-sectoral development and governuwents can be helped to
ensure that priorities are met and ultimate object ives
achioved,

FRIDO has develnped geveral uoeful analysis toals whieh
ey be enorpousiy helpfal to policey and planning wer b, The
organicat ton may also adopt and vrefine some methodologies
pecent 1y develaped in varjons fi01d situdtions, and proving
effective in development o the thivrd wortd despite formidatste
ohatacles and conastrainta,

Gecondly 1t ia propoged that UNTDO bhecomnss pncty more
Active i helping governments and emerging industiy oin tip.
developing world to obtain investment capital.,  Past et iviiy
in this area has been as unimaginat ive and predictable as it
has been unhelpful.  The trend has been to take the familia
route or what is thought to be the line of least resistance
and lTook to the wWorld Bank or to National Development! Banks
for finance. The regsults have bheen either inadedquate or
undcceptably slow. Most Development Bank loans, Vational or
Tnternat ional, take years to facjilitate,




This need not be the case. Leave these slower, softer
loans to the kind of social or infrastructural project they
are more suited to. There is plenty investment capital
available. The world financial markets have money in
abundance. Good projects can attract such funds. And if the
projects are not good, they should not be financed at all,
whether by commercial or development banks.

Too little use has been made of the expertise available
in the private banking sector. 1Imaginative wavs of securing
loans and of reducing interest costs can be put together in a
financial package to suit the needs of the country and to
provide adequate investment capital in an efficient and
flexible way. This can be done if the advice is sought.
UXIDO ecan play a tremendously useful role in bringing
financiers and governments together and in acting as "honest
broker” in anyv such negotiation:.
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Q. Thirdly, there should be more aggressive of forts bo
obltain the sapport and cooperation of the foreoicgn private
sector.  Such cooperation must of course e in the developing
conntry’s interest, and not exploitive. Dot with that bagsie
premise there is still great scope for particination by
foreign industry. And there is considerable intoprest and
goodwill, particularly from small and medinm cived foreig
companies.  Throughont the Sonth Pacific the consultant has
been surprised and encouraged by the number of small busioness
men from importing countries wha have spent considoarable time
and money helping local processors gear up and fiopgove o meet
their markets.  Tin oa global marbet (vhieh io resY70 what the

Somth Pacific must deal with) 1Y 35 focdTish t0 " 30 alana",

UNIDO cran help tacilitate valaabde and nonr-expt i ive foreign

industry coopsration.

Tn addition to foreign indust ey, UNTDO shonld improve

Tinks with JTocal businessmen.  The UNIDO Regional Toudnst oy

. Project for the Pacific Tsiands has recognised the need to
work more closely with the private sector and integrate
technicdl assistance with commeraial operat foms. The new
strategy emphiasis dating from late 1928 (s enterpreneur:
oriented rather than project-oriented and it jc integrated and
tartget-oriented.  The consultant fully endorses this approach
to which he wonuld add only his ideas on investmert links
detailed above.

A further indication of UNTDO's more business fooused
approdch is the recruitment of (ield staff frop the private
sectar suech a5 the current UNTDO country divectaor, South
Pacific Qegion whom the consultant was not able to meet bt
who by all reports was extremely understanding of the private
sector and promotive of its development. Perhaps more
headquarter’s staff in UNIDO should also be recrnited from
private industry.

Fourthly, there should be greater emphasis on management
training for third world industry. This should focrus on




corporate skills, finance and personnel management,
motivation, plant efficiency, marketing and quality control.
In the past UNIDO has focused more on simple technical skills.
These should not be neglected but management skills should
become a priority.

Marketing abilities are a vital part of any successful
enterprise. Small companies and industry in remote countries
may leave this to their foreign commercial partners. But an
appreciation is important. 1In the cost structure of any
popular modern manufactured or processed commodity, the
proportion of the price taken up by market promotion is much
larger than 30 vears ago and is continuing to increase. A new
entrepreneur neglects this aspect at his peril. -

Fifthly, in all of the above there must be the declared
intention and demonstrated commitment to speed up the delivery
of development aid programme: and to reduce or dispense with
bureaucratic resistance and delavs.  The integrated programnms
appraach and the greater utilisation of private capital and
private sector cooperation shotld help enormonsly towards this
goal. But there will still be a considerable amonnt of
institutional pruning and effort to obtain of ficiency and
accountability from the organisations many divisions and
units.

Bureaucracies naturally become self serving and
additional offices create work for themselves and for each
other. Too often, too much of this work is unproductive and
even an impediment to real progress.  Many times it can be a
substitute for real effective action. UNIDO along with all
UN Agencies and government bureaucracie:s has to fight these
trends. But it is young enongh and idealistic enough to make
more progress in this direction than mamny of the older wore
fosgsilized institutions,

On _the Future Nature of UNIDO Technical Assistance:

Y

For close on 10 vears now, "X, Agencies and bhilateral
and programmes have functioned on similar lines and have
sought to assist the developing world with technical
assistance which has been generally paternalistic although
well motivated and often competently delivered. The pattern
has been one of provision of foreign experts who have
undertaken to train or transfer technology to a tecipient and
somewhat unquestioning third world or poor country. Along
with the direct technology transfer there have been countless
thousands of studies and reports on resources, production,
industry, the economy, and innumerable other subjects and
aspects of development. These studies and reports, many of
which have been extremely valuable and helpful, have also
tended to be self-perpetuating and even a substitute for real
practical help.



(_’.

A considerable change is now taking place in the
relationship between the aid organisations and their client
governments or recipients. This change will alter the nature
of technical assistance programmes in some fundamental ways.
Agencies which foresee the changes and are able to assimilate
new concepts and to restructure their programmes, will find a
ready demand for their services. Those who are determined to
persevere with conventional approaches which are no longer
relevant or effective will find themselves increasingly
isolated and starved of both the funding support of donors and
the goodwill of the developing world.

Firstly and very rightly, Governmenis wish to he treated
as partners and not solely as recipients in aid programmes.
They wish to he properly consulted and to have their -
priorities and goals supported by aid progrdammes and not
amended to suit them. This will mean much greater government
involvement in both the identification and execution of aid
projecte.  The move is seenh gost clearly in oa vecent 0.V,
resolut ton which was strongly supported and which advaocated a
considerable shift in wemphasis toward partuership and respect
for the wishes and objectives of the developing country
governments.

Seacondly, government s (atd donors) o are becaming impat jent
with the Ineffectiveness of many 4id projects.  The Tack of
major imp4ct is causing them to question the value of some
technical assistance and to scrutinise much morse cdrefully all
did project proposals.,

Conplied to thee prohicm of lack of jmpact 1o the
escaalat ing cost of foreign expertise which s consuming an
ever larger chare of project hudget . This is becoming an
extremely sore point with govermments and is also causing
concern to donors.  The gap in knowledge and comnpetence
between a4 U.XN, expert and his government connterpart is now
much less than before due to better education and training,
and to have one receive ten or twenty times the reauneration
of the other is a recipe for presentment at least.  The
resentment , though nnderstandable, would he abated 1§ the
expert performed well and proved to be of genuine help Lo the
country. But that s not alway:s the case.  The human factor
i5 there, and sadly many "experts® fail to justify their
enormous personnel costs,

Many governments now refuse to accept an aid project if
the foreign expert costs are more than 50 or 60 percent of the
total budget . Many donors are now pressing the agencies to
make more use of volunteers, n.g.o.s, low cost cxperts and
regional or national experts.

The main source of funding for United Nations Agency
projects has been the UNDP IPF country programme 21locations.
This is now everywhere under too much pressure with the
different Agencies clamoring for a larger share of the cake.
Meantime the governments are demanding a greater say in how
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the IPF is spent. They do not regard the money as income for
the UN Agencies and would rather have more freedom to look
around for more effective and less costly vehicles for
projects. The effects of these changes will be felt after
1993 but must surely be prepared for now.

The forces for change have other powerful undercurrents
of which the U.X. 1is very much aware. Environmental
considerations are now viewed with the seriousness they merit
by both governments and Agencies. Social concerns such as
population, the role of women and the welfare of voung people
are a major cause for rethinking programmes. The whole area
of technology chcice and technology transfer is one in which
governments are becoming more discriminating and more aware of
the inappropriateness of some of the svstems designed for
capital rich, energy rich and labour expensive economies.
These are all difficult issues to tackle and governments dre
insisting more and more that thev be viewed from their
perspective.

Before golng on to suggest new farms and approaches for
technical assistance, one observation might usefully be made.
Tt is that the reaction of the U.N. Agencies to the portents
of change has generally been one of resistance and
retrepnchment, particularly where thev threaten sources of
revenute and set bureaucratic procedures. Project moneyv has
become harder to obtain, there is more use of short term
consultants than longterm field experts, Operations Divisions
are finding their administrative costs rising and their
support income diminishing. In that situaticn. any sugygestion
Lhat appears to threaten further their existence (use of NGO,
national or low cost experts, aid in Kind) is met with
determined opposition. This probably ig to be expected and
the motivation mavy be entirely honorable. Put it i1s misguided
and short-cighted, for the changes will come, regardlegss.

Suggestions, What might be Done:

Logically, and in order of importance, agency support
costs should be mentioned well down the list. But as this is
an internal UNTDO repoart and as it is such a censitive point,
they are dealt with at the outset.

In order to function, the Agency must somehow mecet jta
operating and overhead costs. Uliimately, the writer
believes, this will depend on the Agency's effectiveness and
on how its performance is viewed by the various donor
countries and developing countries as well as UNDP.  But for
the immediate future and for practical purposes some formulae
need to be established to ensure that the Organisation is
supplied with the resources it needs to' function.

This will be almost impossible to realise in the new
impending situation if there is not seen to be some genuine
accountahility on the past of the organisation. Some
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activities may have to go or to be made more cost efficient.
This is an obvious polint but it needs to be made if funding
resistance is to be reduced.

The former and present standard 13 percent agency
overhead charge will have to be viewed as only one of several
wayvs of calculating operational costs. This is because as
mentioned below, aid in kind, and sub-contracting of projects
to NGOs may become more common ways of financing or executing
projects.

In order to relieve pressure on headquarter’'s staff,
field projects should be given more flexibility and certain
decisions which uow require to be cleared by headquarters (a
process taking many months) may be resolved by joint agreement
of the government, the proiect manager or CTA and the UXDP
resident representative.

Of tier wmonevs woitld be made availabls to the Agency as the
more traditiopgal sources dried up.  These are referred to inp
the section oo Funding. Future UNIDO techniocal ansistdanee
prajects shoanlid as far as possible be linked to investwment and
be part of an iategrated industrial development rodt ame .
They shoul-ld draw fending from any or all availalble sources
ipcluding commadity aid or doner provided expertise. Ia
execntion they should permit a greater involvemest by
government and jocal staff or industry and even (f appropriate
be sub countracted for administration by NGOs or private
sectar groups. Tainy pieces of technical assistance should not
eact have o g thiyough protonged headguarters considerat ion
or appyoval s TR shionld have aceess taoa pool of funds Tor

s:ch to he utilized upon the agreement of the government, the
U7X amd the UNDP RR or bilateral donor repiesentative,

Linking techiical assicstance to investmeint does two
things.  One, it ensures that the aid is not wasted ou Lhe
vaghae hope that mavibe it will result in investment!, and two,
1t gives donors were confidence that the commitmwent is already
there and in consequence the money will bhe utilized
effectively,

Having projeats form part of an overall strategy or
development programme w31l avaid the often hasty ad hoo choice
aof projocts and will ensure that the activities wil)
contribute: to the general objective of the country.

Funding will be Jifficult 1o get in the future.
Therefore all availahle sources should be tapped. There are a
nunber of oppartunities currently available of aid in Kind
{expertise, goods) in which UNIDO is displaying little
intereast hecause there is no 13 percent overhead. That is
short sighted. Other donors or co-financiers may gladly make
up the difference if overall r ject costs are being reduced
or shared. For execution of gsmall isolated projects, NGOs,
charities or associations may be sub-contracted and may
perform the function at very low cost.
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People’s participation must be a more regular feature in
projects, especially those dealing with rural or cottage
industry and small scale enterprises. This element can ensure
continuity and can greatly compensate for government
administrative weaknesses in poor countries.

A greater involvement of and cooperation with the private
sector in technical assistance would increase impact and
inject a degree of professionalism into projects that is often
lacking. There are hundreds of swall industrialists and
businessmen willing to assist third world enterprises and who
do so as far as their means allow. A little toKen assistance
by UXIDO could enable them to amplify the help. Several
interesting cases of such private sector aid were encountered
throughout the Pacific. UXNDP representatives have observed
that UXIDO might usefully recruit more experts, CTAs and
consultants from the private sector.

Just 35 UNIDO has country offices in places 1ike poland,
LESR and Japan to facilitate industrial cooperat ion, it might
usefully have 1ts STIFDATS oy CTas act as liaicon officers i
coiitt ries which may provide aid or aid serviees in Lind but
wizich lack opportunity or mechanisms to der s Sueh o ajed
offers are already avaiiable and the Philipgines is an exasaple
f g country willing te provide help in kind.

T limit the repetition of superfluous studies and
missions, UNTDO shonid cooperate more closely with other ULV,
Agencies Tike FAO and with regions’ cacani=sations. T the
th Facific that wonld inelmie tie oot Dacif i Sommicoionp
ard the Eisherbes Foram among others.  Too often, expensive
wisstions are mounted to undertake ctudies which have alveaiy
beenn done by other groups in the region.

v
IN IR |

Financing of Future UNIDO Proqrammes and Projecls:

Considerable imagination and esonrcefulness may be
resprlred of TNXIDO te obtain the finance it will regquaire in the
fattre for its technical assistance and special Drogramme:s.
S.ootlar ingenuity and flexibility way he tecessary to hielp
govermment s gain oacoess to the substant fal investment funds
they wild teqguire.  But in both cases, given the will and the
coamitnent . the funding should be fortheoming.,  The formet
provedures and methods for  obtaining support mayv he
trrelevant or less effective i the future bu! support mas
50011 be secured i the new sitnation 1o properly addresaed,

UXDP funds will naot be available as easily as before, and
there will bhe much stiffer comnpetition for them., The writer
views this a5 a good thing for if the first and most easily
accessed donor did not make the change quickly it wonld take
much longer to convince the Agencies that a radical re-think
of their programmes and strategies was necessary. However,
some UNTDO funding will certainly be possible, especially for
inpact programmes of the type described in the report. This
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has been ascertained from UXNDP Apia and Suva, both which
offices confirm their sympathies with government desires to
see better results from aid programmes and greater role for
the recipient country.

Bilateral aid is still a large potential source but not
one to be taken for granted either. In this connection the
two rijor proposals on investment and integrated programmes
are most helpful. Securing a supporting role makes it easier
to elicit contributions. The iategrated package of T.A.
projects allows donors to select those projects more in
Keeping with their priorities. Thus there is more choice
provided to donors and more likelihood of a sympathetic
response.  Co-funding or co-sponsoring arrangements should _be
looked at with one donor providing cash, one expertise and
anather equipment.  This will not appeal to UNIDO 4t first die
tar a reduction 1n the 13 percent overhead but then as
pireviously siressed, the overhead financing shonld be
renegotiated on a4 differvent formula.

Rilateral agencies will respond more wiliingly ‘o

teguests (f costs are not exNcessive and therefore wse of Tow
cast o expertise will have to be o featuwre of futuve proags amme:s .

EERY

Vational experts and YGOs may alsa be urilized.  This will
probabiv bee resisted by Agency administrations, bt the gl
rositlt if the ideas are accepted will be more funding o meore
projects.  So in the long run the changes are in the
Adainistrations interests.

Al e
farilitate,
Psonarprising that UXTDO bac made so 1ittle se of
e past, AP the swall and wedium sized industry level there
are thousands of manufacturers and processed food disi: hntors
who would gladly help third world industry develop to thei
metual advantage.  But many of these companies do no! bave the
staffl or resonrees or knowledge of the developing worid to
pursue the possibilities.  They wonuld welcome the opportanity
o work with UNIDD to get small enterprises into prodict 1o
and to help them upgrade and espand thetr output.  This sonree

Hf cooperation and support shonld be cnltivated.,

Private sectar sapper! is o also a possibility,
that of all agencles, UNTDO is best constituted to

.
T

Then there is investment capital and investment generateod
support. Thias is the area of biggest potential and the one
which UNTDO has for too long staved somewhat aloof from.

NXormal practioe has heen to gsugge- il that entreprenceurs
seeh invesgtment capital from Development Banks or if the
Government wished to undertake substantial investment, to
point it to the World Bank or ils regional associates.  The
writer wishes to snggest that private or commercial banring
sources are 4 much larger and surprisingly more responsive
source for investment funds.

Two objections will be wmade. One thal commercial money
is too expensive, and two, that the commercial banks mas
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require unreasonable security. Both objections are mistaken.
To take the latter first, commercial banks are quite prepared
to take a sovereign risk along with the World Bank, and they
are much more imaginative in devising forms of security from
the private sector. For instance a firm marketing contract
and agreement to amortise directly from export earnings is one
real possibility. Private sector financiers will in most
cases find wavs of securing loans as long as the projects are
viable.

But the matter of cost is even more interesting. We are
not talking »f over the counter loans at predetermined rates
of interest. We are considering the money markets of the
woerld in which vast sums are traded every week. porrowing
from these markets an extremely competitive rate of interest
can be obtained. And that is only the beginning. These joans
are taken out in full in one transaction. This caves in
overhead costs and then permits the barrowsr ro reinvest the

unspent monevs on pational op regiondal commercial omae Kels, at
higher rates of interest.  So the auspent porti-g actaalls
earns money and there dare no commitment charges o with a

World Rank loan.

Then, if the purpose of the loan aeed aid or iter o oas
they wonld in the envisaged NTDO integrated programpmes, the
govermment wouid be 2Tigible tao 4pply to souroes of
concessional loans for swaller amounts of soft money to
supplement the commercial borrowing. This danors weuald
consider favorably as the wmajor burden io alreat, heing horne
by government . The end resnlt i a0 fipancial package that ia
surprisingly competitive with a World 2anii loan, and it (s pnt
togethier in a remarkable short period of Yime. 7' also bhan a
flexibility that ig quite lacking in 4 World Ban® lodn in
which ta change one component of onpe proi o
considerable negotiation and 4 lot of time.  “nder the
commercial scheme, the government and UNIDO wonld he free to
proceed with the relevant feasibility stadies and to amend the
investment programme in the light of their findings and in
View of any new circumstance:.  This wouid be a faivly simple
and straightforward procedure.

. o
|3 S AN RN

This now brings us to a further point, namely goverpment
funding or co-financing of feasihility studies from invest ment
generated income.  The unspent portion of the Joan is ye-
invested at a higher rate of interest. A amall part of the
excess income would fund most of the foeasihility workh i 4 way
that is painless to the borrower and does ot jnvolve the
government in advance budgeting provisions.  TU doea hiowever
imply that the government have the investments managed
professionally and securely but that in any case would Le a
condition of any commercial loan.

Finally, something might be said on possible sources of
Trust Fund moneys to finance UNTDO activities. As the present
aid picture will change considerahly and traditional donors
may not he able to supply large sums 45 they did in the past,
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it may be appropriate to look beyond governments to other
sources. One of these may be the huge private corporations or
the largest of the commercial banks who may be induced for
humanitarian reasons or environmental concerns to provide
trust funds for specific purposes. There is yet ancther larqge
potential source which the U.XN. may be in a position to gain
pledges from.

It is obvious that anv industrial development will
directly result in an increase in the consumption of fossil
fuels, chiefly petroleum. It is also «lear that most
developing countries do not have indigenous fuel resources aned
musl therefore import all their petroleum. A minute fraction
of the income of the major petroleum producers would form a_
considerable trust fund, and it would be money the petroleam
exporters would ultimately recover in increased exports to
developing countries. The idea is one which could perhaps be
discussed at high level between the United Yations and thno
OPEC and oil producing countirics.,

Industrial progress would in addition result in greater
consumpt.ion of chemicdals and plastics.  The encrmoas chenioeal
industry corporations wonld nltimately enjov increased sales
from the industrialising countries. They also then might bhe
approached for contributions to appropriate tiust funds,




CONF IDENTIAL REMARKS

In reviewing the execution and impact of UNIDO programmes it is
incumbent on the writer to mention a number of criticisms in
sensitive areas. While these are not major criticisms, they do
relate to UNIDO’s image and the way in which the organisation is
viewed by governments, by other UN agencies and by the private
sector.

The following remarks then refer to points and issues raised
which are too ™internal™ in nature or too sensitive to be
discussed in the more nublic part of the report. The comments
are therefore made in confidence and in the hope that UNIDO can
resolve the problems amicably and with goodwill. No blame or
censure is intended to be directed at any particular division or
office.

An initial observation may be appropriate at first. It is that
for the most part UNIDO staff are quite unaware that such
problems actually exist. There 1is a “blind spot™ in the
organisation®s sensors. Or if a problem 1is apparent it is
someone else’s responsibility and not a matter to be addressed.
this may seem to be a harsh judgement but the point needs to be
made as some readers may be quite astonished to learn that UNIDO
may have an image problem or a failure in its public relations.
Perhaps one reason for the Llind spots is the fact that too many
headquarters® staff have never served for a prolonged period in
the field, and a surprising percentage appear to get to the field
on only the rarest of occasions.

The first area of «criticism then is of the organisation’s
relations with the field and its communications with governments.
UNIDO 1is not strongly represented in the field like FAO or UNDP
and it would appear a wise policy in consequence of that to pay
strict and prompt attention to protocol and to maintaining a
dialogue with client governments. The noble band of hard-pressed
CTAs and JPOs cannot be expected to perform well without a
regular “blood-f1low” or information and direction from
headquarters. Too often the simplest request can take half a
year or more for approval, and meantime the activity in question
stagnates. Also, because CTAs are relatively junior persons in
the field hierarchy, the UNDP Resident Representatives handle all
major UNIDO field matters as the senior United Nations officials
in the field. The UNDP RRs are often embarrassed and irritated
to be informed of important decisions or messages after the event
or from a second or third-hand source. This is a simple failure
of protocol which should be easily remedied.

A more serious aspect of communications failure is the tardiness
with which governments are treated with respect to the progress
of reports and preparation of projects of vital interest to their
countries. Practically every government the consultant met with
asked as a matter of urgency for a copy of the mission’s draft
report to be sent immediately on his arrival in Vienna. The
consultant assured them that he would press UNIDO to do so. The
standard response then from government officials was ™we get this
promise from every mission and consultant but in nearly all cases
it 1is months later before we see a copy of the report®. They
understand fully that a draft report has no official standing,
but believe it essential that they be given an opportunity to
view the draft and to prepare a prompt and substantial response




to the official report when it does arrive.

Now this may seem to headquarters staff to be a small difficulty
and not something to worry about. But that is not the case.
Whole programmes may be lost to UNIDO because by the time the
government receives a formal proposal the initial request is
forgotten or the country has turned to other donors or aid
agencies for help. there 1is also the important matter of
treating sovereign governments <with due respect. A client
government which feels ignored by an agency is bound eventually
to regard the agency with disappointment if not with resentment.
This could result in serious loss of future work in the 1990s
when the UN agencies will have to justify their role as executors
of aid projects.

Then there 1is the related matter of attitude. Development
projects are national projects embarked upon by the countries
upon the decision of thelr sovereign governments. The UN

agencies provide a service of assistance to help implementation
in efficient and cost effective ways. However, there is within
all the agencies a subtle tendency towards dominance which shows
in patronising attitudes and a failure to really listen to what
governments with and are asking for. Those offices 1in the
agerncies most directly in contact with governments wusually
understand the respective roles well. Some of the less directly
concerned offices tend to view proiects as TIUNIDO proiects™ with
the governments as mere participants. This criticism may also
appear harsh but it will be borne out by any long-term field
officer or consultant who deals regularly with governments.

A further criticism relates to the seriousness of UNIDO’s
involvement in the industrialisation of the third world. Far too
much effort of expensive staff members. consultants and sections
is spent on minute pieces of aid which could more appropriately
be handled by a small charity or NGO. Many charity projects now
exceed small IUNIDO projects in cozt and duration, and (dare we
say it) in impact. This should not be taken as criticism of the
excellent operations staff and field experts. It is rather a
questioning of UUNIDO’s role. It is like using a bulldozer to dig
over the soil in a window box. A huge expensive and awesomely
equipped organisation like IINIDO should go for impact. And to do
s0 it must raise its sights beyond the delivery of tiny pieces of
technical assistance.

The point needs to be made because the industrial projects of
even the small and poor developing countries are to be measured
in tens of millions in cost or value. Inflation has so eroded
the wvalue of money that in terms of industrial investment,
anything less than a million dollars is insignificant,
mllon

Yet, when submitting a development plan of $50,or so to UNIDO one
is met with a3 reaction that best described as fear from too many
of the organisation’®s officials: »This is too big for UNIDO.”™ In
one case the consultant was informed that a project of about
$30,000 in cost would be more appropriate and within the
organisation’s capabilities. To such officials we must pose the
question Are we really serious or are we simply talking about
industrial development and much too unsure of ourselves to tackle
projects of any consequence?”

The South Pacific mission has confirmed that governments are




ambitious and together with their respective private sectors are
prepared to borrow and invest the large amounts necessary to
achieve industrial progress. Even a tiny country like the Cook
Islands whose total population amounts to only about eight times
the staff of UNIDO Vienna, is prepared to invest over $60 million
in agro-industry development. Is UNIDO to show less courage when
all it is requested to do is help with feasibility studies and
some supporting technical assistance?

The above remarks are made in strictest confidence and in the
hope that they will cause no offence but might stimulate a
dialogue within the house on the organisation’s role, its
attitude to and relations with client governments, and the
seriousness of its commitment to the industrialisation of
devei ping countries.
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APPENDIX TO PROGRAMMES AND POLICIES
TECHNICAL ASSISTANCE RECOMMENDATIONS
from notes by A McNaught, UNIDO consultant.

AN EXAMPLE OF A PARTIALLY SELF-FUNDED PROJECT

1. PROJECT PHILOSOPHY

Many aid projects have significant impact at the time they are
current. Indeed, the project can be considered to be deficient
if this 1is not the case. Unfortunately however, short term
projects rapidly lose their value with time, because of loss of
trainees or change 1in the operational base of the recipient
company. An alternative to this is to have a permanent presence
that is partially self funding over a period of several years.
This is best illustrated by an example.

2. EXAMPILE

A need is identified for encouraging better timher utilisation by
proper drying of timber to specified moisture contents.
Following evaluation, sol»r kilns are considered *o h2 the most
appropriate. Local industry requires:

* exposure to the concept of solar kilns, as manv are not
aware of its viability.

. provision of a proven design.

* training of personnel.
Two suitable solar kilns could ke built and one local permanent
employee emploved using aid funds. Funds are also required for 1
month's intensive training of the local emplovee by » non-

resident expert and ongoing follow-up visits.

The kilns should be sited in a viable commercial operation, with
agreements in place to:

1. Provide sufficient timber for continuous operation of
the two kilns.

2. Provide a fork-1ift for timber movement as required.
3 Pay for the drying at a concessional rate.

The 1locally treined employee would have the role of running the
kiln in a commercial manner, with the assistance of 1 or 2 1local
people from the timber or furniture industry. These would he
from companies who will be installing similar kilns, so0 that
their attachment to the project is for the purpose of practical
training. In addition, the trained employee would he able to
provide general advice on timber drying.

A close working relationship is required between the outside
expert and the local employee so that day to day operation
problems can be resolved through long distance communication.
The expert can also provide advice to the employee when required.
Occasional visits by the expert (say 2 weeks every & months)




would be desirable to keep the project on track and to
technical help to the employee and local industry.

2.1 Typical Costing - US Dollars

Year 1 Expenditure:

2 kilns and lab equipment, installed

Provision of Expert - 1 month intensive training
2 week follow-up
2 week follow-up

Local Employee - Salary

provide

$25,000

$17,000

$10,000

(Ciploma Standard)

Kiln Maintenance (generous)

Year ! Revenue:

rate of %20/m

Year 2 Expenditure:
Employee Salary

Expert - 2 weeks

Kiln Maintenance

Electricity

Year 2 Revenue:

$1,000
Kiln Running Costs - electricity
2 kilns x 1.5kW x 4,300 hours x 3$0.15/kWhr
Approx. $2,000
Total Year 1 Expenditure $55.000
800m3 of timbsr dried at concessional
$16,000
NET COST 1st YEAR $39,000
$10,000
- 2 weeks $9,000
$1,000
$2,000
Total Year 2 Expenditure $22,000
. 3 3
1,000m™ dried at $20/m $20,000
NET COST 2nd YEAR $2,000
NET COST OF 2 YEAR PROJECT $41,000
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SUMMARY

Inputs

1.

Net cost of 2 years operation $41,000. (Salary, equipment,
running costs, expert help etc.)

Qutputs

1, Two solar kilns wvhich could be granted to the host company
after the 2 year period.

2. Detailed +training of a 1local person who then has the
knowledge and contacts to act as a local adviser on timber
drying. -

3. On the job training of company employees that will operate
proposed solar kilns.

4, Demonstration that +the solar kiln works in a commercial
environment.

5. Provision of «well dried timber to the host company at a

concessicnal cost,

i‘l!*l!!!!‘!l&’l!ll‘!!l!!!!l!
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R NPPENDIX

AdMaTec

Advanced Maritime Technologies

" A FEABIBILITY BTURY

for & fishing bage

on_hehalf of

IKA CORPORATION

Office
First Floor, Murray Building
16 Paterson Streel, Launcesion
Tasmanla, Australia
Mailing Address .
7.0. Box 2078, Launces:on
Tasmania, Australia 7250

Telephones
Within Auctralis
(or overscas - opcrator asvisted)
Tel (003) 315859
Fax: (003) 343253
Private (after hrs) (003) 271387
[Extra 0 4+ 03 = 003)

Telephones
From euhide Avsiralin
Intcrantional Ihrect Dinling
Tel: 61-03 - 315859
Fax: 61-03- 343252
Private (after hrs): 61-03-271387
{Country code 61 + 03 = 8103)
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I. THE PROJECT

The proposed project would be located at Lami, in Fiji, and
would consist of a fishing base including pier facilities,
slipway for maintenance and repairs of fishing vefsels, cold
storage facilities, fish processing plant, loading facilities and
general provisionning infrastructure. The total project is

expected at this stage to be in the order of 10 million US
Aollars.

The purpose of this feasibility study will be to deterpgpine
tne finapcial viability of the project and the technical
parameters inherent to its successful operation.

In addition, this study will include financial projections
«with a view to propose joint ventures with third parties,
preferably up to a level of 49%, while 1KA would retain 51% of
the ownership of the operation.

“he preliminary finding is that the proposed project would
be a viable business venture provided that (1) supporting
infrastructure was in place such as adequate power and water
supplies, (2) goods and services required by fishing fleets when
in port were available at competitive costs and quality, and (3)

‘the managerial and technical skills required for the proposed
project were present.

Consequently, this study will also specifically address the
issue of training local Fijian managers and staff to insure the
success of the operation.

I1. SCOPE OF THE STUDY
The study will consist of the following principal points:
- Fisherles Economics and Research
- Preliminary Design of the Project

- Financial Evaluation

} ;she. les Economics and Research

A An overview of fisheries resources in the region
:nclnAding current catch by species by area by season, to
de.ermine the econom.c volume of tisheries activity as a
potential market for the project in that region., The
iwvestigation/data research will 4include such matters as
effectiveness and intensity of local fishing activity.

A Identification of the current off-loading, handling,
cold storage, pgocessing and transportation of fish in the region
as they would impact on the project.
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A Projection of transportation costs, including frozen
and fresh fish, from Lami to primary destinations compared with
=imilar costs for alternative transshipping locations. Modes
will 1include ai: freight, bulk reefer ships, containers 4in
regular shipping services and direct deliveries.

'y Identification of trends in technology of fishing,
retrigeration, processing, and transportation of tuna and other
fish Bpecies.

A Identification of the world markets for frozen, fresh
and canned fish including trends in supply and demand and prices.

“relimindry Design of the Proiject
Iy Evaluation of the existing infrastructure and

ler-ription of the proposed project including, but not limited
v.., {resh water supply, waste water disposal, 80lid waste
1isposal, electric¢ power supply, berthing of vessels and
availability of coods and services required.

' Determination of feasible and required capacity of cold
storage and provision of prelimirary layouts of the fish
processing facility and general specifications of major
equipment.

A Evaluation of requirements for ship maintenance,
-opairs, and overhaul base; description ot recommended size and
cost of such a facility.

A Evaluation of interrelationships between the project
and other existing or planed Fijian facilities.

Financial Evaluation

'Y Estimatsion of capital costs of the project itself and,
~oeparately, tae costs of supporting infrastructure necessary from
“ne public sector (if additions are necessary).

A Estimation of operating costs and potential resulting
Lreevenues.,

A Assessment of the export polential.

A Assessment of the economic and human benefits to Fiji

s terms of increases in income, personal incomes, employment,
tax .evenues, dollar earnings, and technology transfer.

A Jdentification of managerial and technological

ompetence required for a viable venture and the availability of

~uitable local human resources, training requirements and
alternative sources.
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Keport Presentation

Due to the importance of the I1nvestment involved and the
necessity to present the final report to potential joint venture
partners and investors, it is understood that the level of
presentation of the final report will be of a very high standard
and will be initially printed in 25 copies.

PRINCIPAL CONSULTANTS ON THE PROJECT
4 J.P. Kieran, M.B.A.,M.Mc.,B.8c., Managing Director, AdMaTec

Mr. ¥ieran has over 20 years of experience in South East
hsia, the Pacific Countries, Europe and the Middle East, the
nited States, and Australia. He frequently consults for
international companies and several governments on matters
pertinent to the maritime industry, particularly with regards to
harbour development, fisheries, shipbuilding, and inter-island
*ransport. .

He has managed several hundred million dollars in maritime
construction projects, including several shore facilities, supply
ships, fisheries research vessels and petroleum offshore
platforms.

He is a former senior executive of Bechtel Corp. and
Managing Director of a major U.S. facility with a 235 meters
leunchway, a 1200 tonnes crane for modular construction and a
computerized steel cutting and welding fabrication shop producing
20 t-nnes of steel per week.

Mr. Kieran has done research with NASA (US National
r>ronautical and Sciences Administration). He is an Australian
¢l.izen, born in Canada, and 1is fluent in French and several
other languages.

Academic Qualifications:

Engineering: Master Deyree & Bachelor of Sciences Degree,
with High Honors, from the University of California, at Berkeley.

Business: Master Degree in Finance & International Business
from the University of Californja, at Berkeley.

A M.G. King, PbD.,M.8c.,B.6c., Senior Fisheries Consultant

Dr. King is a recognized international expert in marine
biology and fisheries resources. He has 20 years of experience
in the Pacific Region in fisheries resources surveys, fisheries
development and management, fisheries research programmes,
training of fisheries personnel and aquaculture.
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He is a Senior Lecturer at the Australian Maritime College
School of Fisheries and a former Lecturer in Fisheries Biology
t Management at the University of the South Pacific, in Fiji.

His vast inter:.ational consultancy experience includes
several projecte for the United Nations, the South Pacific
Commission, the International Center for Ocean Development and
the Hanns Seidal Foundation.

Dr. King has published several publications on the
development of fisheries resources in the South Pacific and is
co-author with A. McIlgorm of the university textbook "Fisheries
5iology & Management for Pacific Island Students" published in
co-operation wilh the International Development Program of
Australian Universities and Colleges.

Academic Qualificatjous:

Doctorate (Ph.D.) University of the South Pacific, Masters
of Sciences Degree (Adelaide), Bachelor of Sciences Degree
(Adelaide).

" Alistair MclIlgorm, M.SBc., B.Bc., Senior Fisheries Consultant

Mr. McIlgorm is a recognized international expert 1in
Tisheries economics and marine resources development. He has
several years of experlence in fisheries project appraisal,
feasibility studies and public sector cost/benefit analysis.

He has bee:n considerably involved in appraising fisheries
vesources in Pacific Island countries and tuna fisheries. He s
a2 Lecturer and Researcher at the Australian Maritime College of
Fisheries and & former lecturer on the Economics of Fisheries
Management at the University of the South Pacific, in Fiji.

He specializes in maritime micro & macro economics and he
ras extensive erperience in bio-economic research of tuna
fisheries management and tuna industry finance.

Mr. Mcllgorm has published several publications on Pacific
fisheries management and resources development and is co-author
with M. King of the university textbook "Fisheries Biology &
Hanagement for Pacific Island Students” published in co-operation
with the International Development Program of Australian
Universities and Colleges.

Academic Qualifications:

Master of Scliences Degree in Economics from the London
S:hool of Economic and Political Science.

Bachelor ot Sciences Degree in Fisheries Sciences with
Commendation .f1rcm Plymouth Polytechnic, in England.
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FEASIBILITY STULY COSTS

The budget for this complete feasibility study would be as
follows (US $):

Fisheriec Economics & Research $ 14,750
Fngineering/Preliminary Design $ 25,350
Technical Support/Drafting $ 4,700
Financial Evaluation/Research $§ 3,200
Final Report Preparation/Printing $

TOTAL $ 49,700 -

Plus expenses:

Xing/McIlgorm, Fiji (air, hotel,trans.) $ 9,200
“ieran (all) A los €12 dangc $ 4,600
t.ther adminjstrative project costs $ 2,200

TOTAL COSTS

): :¥40/CC(7""

B
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lease let me know your preliminary comments as early as
possible. Mike and Alistair will be available for “field work"
in Fiji primarily during July/Beg. of August. After that they
have commitments in Tasmania (during which time their "desk
research" part of the project can be carried out.

As for my part, 1 will take full charge of the assignment
-.ersonally. I have a major project underway in New Caledonia at
Lhe moment which is only two hours away.
: i1l contact Apenisa at the Shipyard and the pirector of Marine
Captain Cama this week. (My clients have been keeping me busy!)
For the time beinyg, it is best to contact me as follows:

Le Stanley

33 rue de la Riviéra

Ouémo, Magenta

NEW CALEDONIA

Tel: Country Code 687 4 26.32.717

Fax: Country Code 687 + 25.26.56
T would very much appreciate a prompt response 50 that I may plan
our strategy for the coming 3-4 months, particularly with regards
to Mike and Alistair’'s availability.

I'm looking forward to our next meeting in Fiji.

J.p. Kleran /

Managing Directol
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AdMaTec

Advanced Maritime Technologies

facslmile Transmission from: J.p. Kieran, Ad MaTec

Fax No.: (687) 25.26.56
(New Caledonia)

11 June 199¢

Penisoni V. Usumaki
~eneral Manager

IKA Corporation I.tdg
vieens Road P O Box 3062
Lami, F1JI

Fax: 1679) 303994 35/ I9y FAX: € PAces Torad

I'ear Peni,

Thank you again for your warm welcome in Fiji. I hope to have an
~pportunity to see you again very soon as 1 enjoyed our meetings.

h: promised, 1 have- given some considerable thought about the
fisheries prcject we discussed and I have also conferred at great
;2ngth already with Mike King and Alistair McIlgorm about it.

I have enclosed as promised a proposal for a full feasibility
Ludy fOor your conments so that we may pursue our dialogue in
hat regard. You should note that the approach we propose here
« a "hands on" report with a complete business evaluation of the
vject which would allow IKA (and us too of course, on your
wehalf) to approach potential joint venture participants angd
investors and t¢ alsc provide clear answers to the Fijian
grvernment on such things as employment and tax revenue issues.

t
{s
.l'
1.

Ao i often the case with feasibility studies, there is a wide
veriety of intensit. level (and costs) at which such work can be
carried out and we have aimed here at a sufficiently
comprehensive level so that the report would be ideal for your
purpcse, yet without building into it any academic rhetoric of
Goubtful usefulness.

NMice Telephones Teleplioncs
First Floor, Muriay Building Wihin Ausirniia From cutside Awsirulin
16 Paterson Street, Launcesion (or overseas - opcrator swisted) Internations! Direct Dialing
Tasmanla, Ausiralia Tel: (003) 315859 Tel: 61-03 - 315859
Hailing Address . Fax: (003) 343253 Fax: 61-03- 343253
P.O. Box 2078, Launcesion Private (after vs) (003) 271387 Private (aher hrs): 61.03-27 1387

Tasnianla, Australia 7250 [Exta 0 + 03 = 003 [Country code 81 4 03 = 6103)
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Ika Corporetion Limited, Fiji's national fishing company, was corporatised

on January . 48, and registered as a limited liability company under the
nation's reginies Act, with the Government of Fiji as sole shareholder.

The company was originally established in 1975, and charged with enhancing
the utilisation of marine resources in and around Fiji's territorial
waters.

As a Government éntity, restricted and encumbered bv the dictates of the
ordinance thai created it, Ika's opportunities and potential for growth and
development wvore severely limited. While it is- significant that the
corporation ztfectively filled the role defined for it - and recorded
acceptable fiaancial results - it was impossible for it to fully utilise
and exploii the vast potential inherent in tuna fishing.

With our new :orporate structure, however, this changes dramatically. We
enter corporiiisation in a sound financial position, 4nd at a time when the
world market :or tuna is strong.

We alsc have _ie distinct advantage of considerable reserves of fish in our
own waters wh:ch are currently not being caught. fiji Fisheries Department
experts estimite that there are some 25,000 tonnes of surface-fished tuna
available in -iji waters each year. Currently, oniy about 6000 tonnes are
being extracted.

Clearly, this represents a substantial sum of honey - at current prices
some US$13 million.

Today the new Ika Corporation Limited looks to build on its reputation for
catching the world's finest tuna, and to diversify to harvest a greater
share of the vast potential inherent in fisheries in Fiji and beyond.

Ika Corporat.ion i.imited Page 1




With accumulited profits over F$i.5 (US$1.2) million, assets of F$7
(US$4.7) miition, and a dynamic, profit-oriented management and board of
directors. the company enters its new corporate era on sound fuoting.

Our long exuuwrience fishing the rich waters of the Pacific, our modern
fleet, our yiaranteed market and base in the heart of the world's richest
tuna waters make Ika unique in the advantages it can offer to prospective
partners looking to reap the rewards of the fishing urounds of Fiji and the
Pacific. lka is also looking to realise the potential that exists in
support services for commercial fishing in the region.

A general o,.rview of the company and its operations can be found iﬁ our
corporate ivochure. This document contains greater detail of our business
plan for .t tite long and short-term, and discusses in more depth specific
areas wh! h we have targeted for diversificatian and growth. For
interested p.orties from other nations, we have also included a general
backgroun:iei- nd outline of Fiji and its economy.

IKA: THE NEXT THREE YEARS

For the imwcdiate short-term, which we have defined as the next three
years, the c-Lchword for Ika Corporation Limited wili be “diversification".
Our first oracr of business will be to diversify our operations into other

types of luna fishing, particularly those which offar a nigh return.

Currently, tie company operates five pole-and-line fishing vessels, which
land skipjack tuna for sale to the Pacific Fishing Compa - (PAFCO) at
Levuka. PArC's current annual raw fish intake is 15,000 tonnes - 60% of
which is imported - at an average price of US$670 per tonne. The company
has annual sales of $60 million.

Tuna caught Hy pole-and-line command premium p%ices in the world market-
place, botn 1ur the quality of the fish and for the method's environmental
friendliness. This method will therefore continue tu form the heart of our
operations, at least for the foreseeable future.

It will be & fundamental part of our plans for the short-term to increase
the size ot our pole-and-line catch, and we are pursuing regional
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initiatives in this area. To date, lka's fishing has been restricted to
Fiji's 200-wile exclusive economic zone, and to the waters immediately
around it. [Ihis however restricts our fishing season to the six months of
the year when the migratory skipjack are in our waters.

Part of our expansion will therefore involve foliowing the tuna when they
head norti. during Fiji's cooler months. Our twc newest vessels were
specificaily esigned and constructed with this in mind, and we expect to
fish in Soioeon Island waters later this year when the Fiji season ends.

The returns !rom pole-and-line fishing are, however., negligible when com-
pared to ti- potential of other methods which target more-valuable fish
such as the ;rized yellowfin tuna.

One of our tYirst priorities, therefore, is to diversify into long-line
fishing, =pe ifically for the high-value sashimi tuna market. There is a
lucrative wariet for this type of fish in the nations of South-East Asia -
partibular!y Japdn, ﬁhere the fish is sold at auction - and in Hawaii and
the West voast of the United States.

Purse-sein« iishing, for a variety of tuna species, also holds promise, as
does trawling and deep-sea fishing, and Ika is interested in discussions
with potentigl joint-venture partners for all of these.

We note, :io.ever, that Ika Corporation Limited rejects absolutely the
practice -{ uill-net fishing, which endangers the life of the oceans on
which our tivelihood depends.

IKA: THE [.ONG-TERM

Once the shoit-term goals of diversification and increased catch are met,
the catchwurds for Ika Corporation Limited will become "value-added". By
this we mean the establishment of the ability to process high-value fish
and fish proaucts for speciality markets.

This concept involves the creation of processing capacity for the
preparation of such products as fish fillets, fish fingers, cooked fish and
similar produ:ts.
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A1l of these goods command high prices in the world marketplace, and the
high quality of fish caught in South Pacific waters makes this a natural
area of expausion for lka.

Again, we are interested in discussions with potential partners in these
areas.

IKA: THE JO:NT VENTURE POSITION

As noted. Ik3 Corporation Limited is interested in discuésions with
potential joiut-venture partners who share our vision of the future of
fisheries in the Pacific. Our unique advantages make us an obvious choice
for those 1nterested in investment in this growing and potentially
lucrative incustry. )

We are part!culérly.interested in inquiries from, and discussions with,
potential partners who can supply management and technical skills not
readily available locaily, and provide training for local counterparts,
especially i the technical area.

In any joiat senture, Ika would expect to hold at least 3 51% shareholding,
and s pariicularly interested in those which wouid require a minimal
equity input from the corporation. For our part, we offer ready access to
the woria'~ “inest fishing grounds, and the combination of our experience,
facilities, und guaranteed markets.

Apart frowm those areas of diversification discussed above, there are other
specific fishing-related industries which we are lookinu to enter.

The most nut.ible of these is the establishment of, in the first instance,
industriai-scale cold storage and ice-making facilities. Currently, the
only existin: tacilities of this nature, at the.Pacific Fishing Company in
Levuka, ar: :eserved for that companv's use, and are inaccessible to local
industrial-scale fishing companies.

Current local ice production is sufficient only to meet the needs of small,
artisan fish.rmen, and is inadequate for commercial fishing on a larger
scale.
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There is, therefore, a ready commercial market and demand for such
services, nul only to meet Ika's needs, but for profitable sale to other
commercial ! shing ventures based in Fiji and the region. Such a facility
is also viwn.: for lka's expansion into long-lining and other forms of
fishing.

On a larger scale, we are seeking tc ultimately establish a commercial
fisheries tbuse for industrial fishing concerns operating vessels of up to
100-150 4RV. This concept envisages a "one-stop shop" for such vessels,
providing dJucking, slipway, cold-storage, engineering and repgir,
provisioning and other related services. ’

There is :uérenily a drastic shortage of such services for commercial
vessels of Lhis size in Fiji and the immediately surrounding nations. We
stress th2:etore that the demand exists, and thoudr detailed feasibility
studies ar: nnmeded, we believe there is a considerable commercial benefit
to be gained in this area.

There are ‘w2 poussible locations for such a centre - 3uva, the capital, and
Lautoka in 11 West of the main island of Viti Levu.- Lautoka has the added
benefit of its proximity to the major international airport at Nadi, thus
providing ey access to air-freight facilities for fish and related
products.

Because th: Government of Fiji is the sole shareholder in Ika Corporation
Limited, the company has the advantage of easy access to land for such a
project. we :iote that the same applies to access to fishing licences and
other necessary formalities for any of the ventures we have discussed here.

These, then, are the major aspects of Ika Corporaticn Limited's position
today, and our plans for the future. What follows is a brief background
outline of Fiji, its economy, infrastructure and facilities for business
and investment.
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FIJI: AN OVERVIEW

The Republic of Fiji, an archipelago of more than 300 islands covering
about 650,000 square kilometres of ocean, is home to a some 720,000 people
from a wondrous combination of cultures and traditions.

The indigenou: Fijians, of Polynesian and Melanesian origin, represent
about half ut the population. Descendants of Indian migrants who came to
work sugar ;lsotations in the latter part of the last century represent an
equal numb:r ot Fiji's people. There are also Europeans, Part-Europeans,
Chinese, #an.tans, and representétives of the other cultures and
communities 2! the'South Pacific.

From this mingling of peoples has grown the unique nation of Fiji, with a
way of life that combines the best in many cultures.

Fiji has a total land grea of 18,333 sq km. Islands vary in size from the
two large mass.:s of Viti Levu (10,425 sq km) and Vanua Levu (5556 sq km),
to tiny one ur two-hectere specks ringed by gleaming sand and crowned by
tall coconut paims.

Viti Levu i5 tne site of the capital, Suva (population in greater city area
approximateiv 160,000), the international airport at Nadi, much of the
industry and tne bulk of the population.

Its strategic location has made Fiji a hub of air and sea traffic between
North Americs. Australia, New Zealand and South-East Asia. It is also a
major administrative and trade centre.

Economic growtn has focussed on the sugar industry, tourism, mining,
forestry and fisheries. But there has been a major expansion in investment
in the manuiacturing sector to serve the domestic market. There are
currently a host of Fiji-made products, including garments, cement, roofing
iron, packayiny material, furniture, steel rods,' plastics, soap, cooking
oil, processed food and flour.

The emphasis now is on the development of exports, canitalising on Fiji's
location, and access to some of the world's most prosperous markets,
facilitated by beneficial trade agreements. Australia, hew Zealand, the
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United States and South—Easp Asia - all are within easy reach for Fiji
exporters. turope, too, is a potential outlet.

The introduction of tax-free zones has heightened interest in manufacturing
for export. Coupled with an already-extensive package of investment
fncentives, tax-free status for export industries has made Fiji an even
more attractive centre for investment.

The Goverment has pledged to continue to maintain 4n open and, as much as
possible, ::nreguiated economic environment to foster increased investment.
Fiscal, mumetary, exchange rate and other policies, including the inceptive
system, «i:i he geared to maintain financial and economic stability.

Although tre Fiji economy is characterised by its small size in terms of
land arez. u»upulation and a limited, fragmented domestic market, forward-
looking pulicies have combined with an excellent labour pool, well-
developed inirastructure and a wfde-ranging package of investment incen-
tives to keep Fiji on'a steady path of economic development.

Since indepeiadence in 1970, Fiji has established a varied and diverse
industria' sector. Currently the industrial sector contributes approx-
imately i2 per cent of Fiji's gross domestic product. This is seen as
inadequatle -iven the huge potential inherent in this sector, and policies
are geareua towards increasing this figure during the Development Plan 9
(1986-1990} period.

The major objectives of the plan are to create a dynamic, growth-oriented
fndustriai structure; expand output, particularly of goods for export
markets: an«g increase the efficiency and competitiveness of the sector.

The introduction of tax-free zones has heightened interest in manufacturing
for export. ‘oupled with an already-extensive package of investment incen-
tives, tax-rr:e status for export industries has created a surge in devel-
opment in the: manufacturing sector.

The emphasis is on the development of exports, capitalising on Fiji's
location, and access to some of the world's most prosperous markets under
major preferential trade agreements. These are the South Pacific Regional
Trade and Fconomic Co-operation Agreement; the African Caribbean and
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Pacific-Fuirupean Economic Community Convention of Lome III; and the
Generalised System of Preferences.

Briefly, tiese afford special treatment to imports from developing nations,
including riji, in the form of a reduction in, or totai waiver of, customs
duties on : non-reciprocal basis.

The agreements are in operation with 23 countries: Australia, Austria,
Bulgaria, (anada, Czechoslovakia, Finland, Hungary, Japan, New Zealand,
Norway, ¥nland, Switzerland, the United States of America, the USSR, and
the Eurvi3n Economic Community (EEC) which comprises Belgium, Denmark, the
Federal iepublic of Germany, France, Greece, Ireland, Italy,- Luxembburg,
the Neth:erlands, Portugal, Spain and the United Kinqdom. The EE[ épplies
the Lome -.<avention, while Australia and New Zealand apply SPARTECA to the
South Paciiic countries.

In genera!. ryles of origin must be adhered to, which stipulate that goods
must. be =ither'wholly produced in the beneficiary country, or although
manufacture. wholly or in part from imported materials or components, must
have undery.ne a substantial transformation in the beneficiary country.

Japan, Ansralia, New Zealand and Canada have schemes under which raw

materials :aported from these countries are respectiveiy considered as
originatis.c from the beneficiary country. In other words, goods produced
in Fiji = raw materials from these countries can de exported to them

under pretfer=ntial customs allowances.

All thes: dvantages are reinforced by the Government's liberal attitude
towards tocal and foreign investors. A low rate of company taxation,
incentives to encourage industries and ready repatriation of profits and
capital continue to be central elements in Fiji's foreign investment
policy. The special benefits of tax-free status make Fiji even more
attractive.

The following types of enterprises are considered for tax-free zone/factory
status:

1. Manuf.: turing

2. Mixinj, blending and packaging
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3. Assembly

4, Exportable professional services as approved by the Minister for
Trade and Commerce.

The conces:ion package for tax-free factories includes a total waiver of
licensing -~ import of capital goods and other production materials, and
duty-frec irport of capital goods and equipment from any source.

Tax conces-ions for TFZ/TFFs include no income tax payable on corporate

profits o 1 period of 13 years provided all provisions of the Income Tax
Act are -t . .o withholding tax on interest, dividends and royalty paid
abroac :: ».iaed there is no shift of revenue abroad: final dividend €$x of
5 per centl . dividends paid to resident sharehoiders; and no restrictions

on repatriarion of capital and profit.

Other woouetiis include freedom to import specialist personnel for the
enterpris=., and preferential électricity tariffs. Other concessions,
incentives and assistance available to investors under normal circumstances
will also continue to apply.

There is long-term potential in this area for Ika Corporation Limited to
expand into tax-free production of fish and related products for the
growing cxport market.

Infrasiructure and services

Fiji has an excellent and advanced infrastructure of services and
facilities for business.

In telecowmunications, the country is equipped with the latest in
technolouy, for both internal and international communications. All major
cities and towns have automatic telephone exchanges, and Fiji is linked by
cable and satellite to world-wide communications networks. Direct dialling
to most <ovuntries is now available in the capital and some other centres.
Telex tacilities are comprehensive, and the latest in facsimile technology
fs in wide use for both domestic and international transmission of
messages.
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Fiji has almost 4800 kilometres of roads, of which 1200 are all-weather
links. A modern highway connects the capital, Suva, with important centres
in the west of the main island. Buses operate arcund Viti Levu and through
towns ana suburban areas, and a domestic air network serves the major
islands.

Fiji is rejularly served by air from Australia. New Zealand, the United
States, Cwurada, Europe and Japan. Connections are readily available to any
of the wourld's major centres. International airports are located at Suva
and Nadi.

Suva and :.zutoka are international ports of entry, and have wharf facili-
ties witih .ipacily to handle large cargo vesseis. Levuka, site of the tuna
industry'- urocessor and cannery, Pacific Fishing Company Limited, is also
a port of aentry.

Approximately 60 per cent of Fiji's population has access to piped water,
including al! uﬁban-areas. The current commercial water rate is US$0.216
($F0.318) per 220-gallon unit.

A1l towns are supplied with electricity. The current commercial tariff is
US13.91 cents (F20.46 cents). A maximum demand tariff for large industrial
users of US$12.11 ($F17.82) per kilowatt hour per month and US9.42 cents
(F13.86 cents} per unit also applies. Further discounts can be negotiated
based or: 1sige. The dcmestic charge is US13.91 cents (F20.46 cents) per
unit.

Financial amd! accounting services are available from a number of inter-
national .+ counting and auditing firms, includine Coopers and Lybrand, Peat
Marwick and tompany, Price Waterhouse, Touche Ross, Ernst and Whinney and
Pannell, Kei'r, Forster.

Full bankiny and financial services are provided by the following banks:
National iank of Fiji, Westpa. Banking Corporation - Australia's largest
bank with offices in 65 countries- Bank of New lealand, Australia and New
Zealand Bin<ing Group - also large international financiers - India's Bank
of Baroda, and the Merchant Bank of Fiji.

Financing of projects is also available locally from the Fiji Development
Bank, and the Fiji National Provident Fund. The Fiji Development Bank, in
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particular, !is schemes tailored for. foreign investors, especially in joint
ventures.

Manpower and other factors

Fiji has an extensive pool of disciplined, well-educated, hard-wocking and
adaptable iabuur. The labour force is well spread throughouf fhe country.
Labour numbers at the time of the 1986 census were 241,160. The education
standard is high, with 77 per cent having achieved primary education to
secondary levels, and four per cent to tertiary level.

The official language is English; and all business and commerce  is
conducted in ‘this 1anguage. It is spoken fluently by many of Fiji's
people.
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PROJECT PROFILE NO. 1

OUTER_ISLANDS AGRICULTURAL DEVELOPMENT PROJECT

A. SUMMARY

1. Project Title

Outer Islands Agricultural
Development

2. Sector : Agriculture, Fisheries and Marine
Transport -

3. Implementing Agency Ministry of Primary Industry

4. Project Objectives

To develop the agricultural
potential and income generation
opportunities for residents in
the Outer Islands of Fiji.

5. Estimated Total Cost $24.70 million

ve

6. External Financing
Requirement : $24.70 million

7. Project Description : The project aims to improve
the opportunity for the
participants to produce and
sell agricultural produce and
fish. The project will provide
roads, jetties and slipways,
ice-plants, extension services
and technical assistance. A
recently completed feasibility
study indicates that the
economic and financial benefits
are sufficient to justify the
required investments. Real
social benefits for the island
people through increased income
generation opportunities are
attainable. '

8. Project Duration : 3 years

9. Other Funding
Agencies Involved : The feasibility study was
financed by the Asian
Development Bank.
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B. PURPOSE

A number of studies have identified the following as the
ma jor constraints towards the development of production in the
outer islands :

. Low value products, with the exception of some timbers and
sea products such as sandalwood and beche-de-mer. However,
stocks of both of these are limited.

. High transport costs to market. Almost anything the islands
produce is also available from the main islands with much
lower transport costs.

. Inadequate, unpredictable and infrequent shipping services.

. Lack of a fisheries infrastructure, including small jetties
and slipways, ice plants, cold stores and ships with
freezer capacity.

. Lack of market information. Even where shipping services
are good, there is a lack of up-to-date information on the
prospects for new crops.

. Lack of extension and adaptive research facilities and
advice due to the shortage of staff and facilities.

Lack of input supplies. There is a shortage of suitable
planting material for new crops, such as vanilla and hybrid
coconuts, and other agricultural inputs are not easy to
obtain.

. Lack of credit. There have been problems in the past with
the granting of Fiji Development Bank loans to individuals
because of the lack of collateral for the loan. Also, visits
by Fiji Development Bank officials or agents have often
been infrequent.

. Hurricanes and fire have wreaked havoc from time to time,
the latter, at least, being avoidable.

. Disappointing past experiences, often through a lack of
adequate project management. The present proposal is not
the first time that developments have been tried on the
islands, but many - copra, cocoa, fisheries, pine
plantations - have not come up to expectations. This new
proposal includes provision for project management.

. Conservative and conservationist attitudes, for example
the almost universal refusal to cut down senile coconut
palms. This constraint is related to the situation where
the very complex net of traditional social interactions
and obligations in the villages may deter the more
adventurous and entrepreneurial spirits, particularly those
who have been educated in Viti Levu, away from their home
island.
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AN

The project would create income generating activities
to the outer islanders confronted with such savere constraints.

\-

C. CONTEXT

A principal aim of the Fiji government is the advancement of
rural prosperity and the creation of employment, especially in
rural areas. Population drift from the outer islands to urban
centres is considered undesirable.

D. RESOURCES NEEDED

Technical Assistance

. Shipping services analysis and planning, including
reviewing the effects of relocating copra mills

. Vanilla expertise
. Fisheries consultancies

. Project Management

(1} Employment - Increased opportunity for 4400 families
(25,000) persens, arresting drift to urban areas and possible
return to the outer islands of those who have already
migrated to other parts of Fiji.

(ii)Income - Possible incremental net income of $20 per family
per day.

(iii)Private sector development.
Possible private sector involvement in construction of
roads, jetties. The activity of island people in
commercial agriculture production enterprises from farm to
market.

(iv)Public sector .
Project management responsible to the Ministry of Primary
Industry (MPI).

(v) Strengthening of extension services to the outer islands.
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F. FINANCING MODALITIES

A combination of cash grant, aid-in-kind and technicz2l
assistance is requested for the project.

G. MANAGEMENT AND ORGANISATION

roject Manager will be responsible to the Ministry oZ
P. . lary Industry (MPI) for project implementation.
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PROJECT PROFILE NO. 2

Ay

NORTHERN DIVISION AGRICULTURAL DEVELOPMENT PROJECT

SUMMARY

Project Title

Sector

Implementing Agency

Project Objectives

Estimated Total
Cost

External Financing
Requirement

Project Description

..

-

Northern Divisicn Agricultural
Development

Agriculture

Ministry of Primary Industry
(MPI)

To support the expansion and
diversification of agricultural
production in the Northern
Division of Fiji.

$7.50 million

$7.50 million

The project arei covers 8584

ha in the 1sland of

Vanua Levu, the second largest
isiand in the Fiji group. The
land affected consists of some
foothills and lower coastal
areas of flat land. The project
would stimulate agricultural
production by the 3500
inhabitants and the nroject
would establish and rehabilitate
cocoa plantations, rehabilitate
existing coconut plantations,
develop pastures and establish a
cattle breeding unit to orovide
Steers to village producers.
Some 239 ha would be drained for
rice production and the project
would provide 26 km of feeder
and subdivision roads.

Extension and on-site r~search
would be strengthened. Major
henefits would accrue from
increased productirn of rice,
cocoa, coconuts and cattle. The
construction of feeder roads
would also stimulate production
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of traditional crops. In order
to ensure proper implementation,
3 management agency would be
established to carry out the
project on behalf of MPI.

8. Project buration : 5 years

9. Other Funding Agencie
Involved : Fiji Development Bank.
The feasibility study was
financed by the Asian
Development Bank.

B. PURPOSE -

The main aim of the project is to increase the incomes of
pecple in the project area. This is to be pursued by promoting
more intensive but sustainable use of the land resources. The
range of commercial activities open to the population is to be
increased and more effective support services and institutions
are to be developed.

The project has been prepared in line with the economic
policies recently announced by government. Particular attention
has been paid to the emphasis on encouraging private sector
activity and promoting entepreneurship among the indigenous
Fijians. The project also addresses the question of the future
of the estata sector. Arrangements are proposed for the
redevelopment of estates and the experience gained will equip
the government to formulate policies of more general application
to estate land throughout Fiji.

Account has also been taken of the need to restrict
growth in recurrent government operating expenditures.
Components have been designed to make a lasting impact on the
area within the project period and with minimum addition to
post-project recurrent operating expenditures.

C. CONTEXT

Government policies call for increased rural prosperity
and job creation with emphasis on expcrtable products. Further,
the capacity of ministries such as MPI is constrained so that a
special project management organisation is needed. Cocoa
development in the area is already significant and the project
would provide much needed inputs to cocoa management for small
and large holders.
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D. RESOURCES NEEDED

Technical Assistance

. Extension Adviser/Trainer for 4 years
. Farm Management Specialist for 2 years
. Research Advisers

. Management Agency

Financial Resources

A total amount of $7.5 million is required to finance“the
project. In addition, participants in this project are expected
to meet the cost of on-farm development through credit from the
Fiji Development Bank.

E. EXPECTED IMPACT

Benefits expected from the project include

(i) Foreign exchange - From exports of cocoa (610 tonnes/yr) and
coconut (522 tonnes of copra/yr); import replacement of
rice (746 tonnes/yr) and beef (107 tonnes/yr).

(Li)Employment - Farm development opportunity for 570 households
rising to 750 households; income to around $2000/yr.

{ili)Private Sector Development - Increased farm development
and estate rehabilitation and development will inevitably
utilise idle capacity and strengthen many sectors of the
whole economy.

(iv)Public Sector Investment - MPI Extension and research
division, Fiji Development Bank Credit.

F. FINANCING MODALITIES

A cash grant is requested for the project, together with the
provision of technical assistance.

G. MANAGEMENT AND ORGANISATION

The Ministry of Primary Industry will be responsible for
extension and research, while the Management Agency will be
responsible for the project implementation, including capital
works, estate management and all other project activity
reporting to and responsible to MPI.
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PROJECT PROFILE NO. 3

BA_RIVER WATERSHED MANAGEMENT PROJECT

SUMMARY

Project Title
Sector

Implementing Agency

Project Objectives

Estimated Total
Cost

External Financing
Requirement

Project Description

Ba River Watershed Management
Agriculture/Land Conservation

Ministry of Primary
Industry/Land Conservation Board

To reduce the soil erosion in
the project a.eas and to act

as a fore-runner for other
similar projects and to promote
soil conservation throughout
Fiji.

$10.40 million

$10.4C million

The project aims to mitigate
losses over 32750 ha (33% of
the total catchment) through
intensive soil conservation’
works, changing land use from
sugar cane to tree crops and
timber. The project will also
encourage the planting of pines
in place of mission grass and
the reafforestation of
indigenous forests.

A strong project team (20
persons) is envisaged in 3
multi-disciplinary project with
special focus on convincing and
assisting farmers to adopt soil
conservation measures.

The project will create a
demonstration area and promote
financial incentives for farmers
to forego immediate income in
favour of future benefits.
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Major benefits from the project
are reduced river dredging,
reduce soil nutrient losses,
gains in sugar productivity and
income from tree crops and pine
trees. Economic analysis shows
an FIRR of 15.9%.

8. Project Duration : S years

9. Other Funding
Agencies Involved : Fiji Development Bank for on-farm
development.

B. PURPOSE -

The inhabitants of the Ba River Watershed use the natural
resources of the land for food, shelter, transport,
communications, industry, energy production and recreation. 1In
fact, land resource use is the basis for the peo,:.e's survival
and enjoyment, it is, therefore, essential that they ensure the
land use is sustainable.

The natural resources of the Ba watershed can only be
managed for quality and sustained availability through an
integrated approach. The impact upon them cannot be corrected,
controlled or modified in isolation. Therefore, a plan of action
must be developed to integrate the management of the resources
of the Ba river watershed.

Watersheds provide natural units for implementation of land
resource management. They have readily identifiable boundaries
and the characteristic patterns of water movement within them
make them ideal as a unit for planning and implementing
management strategies.

The unfortunate aspect of current land use within the Ba
watershed is that individual land users have proceeded with
their form of use in isolation, often causing severe degradation
of the resource.

C. CONTEXT

There is serious concern about soil erosion in Fiji and its
long term impact on the levels of sustainable income. There is
also a need to maintain and increase present levels of
agricultural output, particularly for export. 1Improving rural
prosperity is a government objective.

- This project aims to satisfy these long-term apd short-term
objectives through proteécting Fiji soil resources 1in a
productive manner for existing farmers. This will offer new
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employment, income generation and the opportunity for ownership
of tree crops and pines to participants. v

D. RESOQURCES NEEDED

- Technical Assistance

. Consultancies

. Technical counterpart to project manager

. Land Use Planner - Farming ) -
. Soil Conservationist - Roads and Urban

. Logging Advisor - Logging Code

. Hydrologist

. Data Processing

. Forestry - survey of forest resource

A total of $10.40 million is required. $0.90 million angd
$9.50 million for technical assistance and cash grant,
respectively.

E. EXPECTED IMPACT

1. Foreign Exchanje : Sustain income from sugar and new income
from timber. Savings in import content
in the current costs of dredging and
fertilisers.

2. Employment : - Soil conservation in agricultural and
forestry activities will provide very
significant additional employment
opportunities in the Ba area, resulting
in the acquisition of valuable skills.

Project staff of 20 of which 50% will
be local.




MANAGEMENT AND ORGANISATION

. Executing agency - Ministry of Primary Industry
. Project management responsible to MPI

. MPI to coordinate with other departments, i.e.,
Public Works, Forestry, Fiji Pine Commission.

. MPI will also coordinate with the Land Conservation
Board and the Town and Country Planning Department.




PROJECT PROFILE NO. 4

l. Project Title Sugar Industry Expansion

Feasibility Study

(Y]

2. Sector : Agriculture

3. Implementing Agency : Economic Planning and Statistics
Division of the Ministry of
Primary Industry.

\‘ 4. Project Objectives : To carry out feasibility studies
on:

(1) Re-introduction of sugar
production in the Central
Division of Fiji.

(i1) Establishment of small
sugar mills and cane juice
plants in Fiji.

(iii) Cane stockpiling facilities
at Labasa mill; one of the
four existing mills in
the country.

5. Estimated Total Cost: $2.00 million
6. External Financing
f ' Requirement : $2.00 million
7. Project Description : The feasibility study for (i)

is expected to be carried out
within a period of 24 man-months
and will involve a team of 6
people with expertise in
sugarcane agronomy, fabricaton
and transport systems,
engineering,
agricultural/environmental
economy, olant sizing and
costing, engineering and rural
sociology.

The second feasibility study
would be carried out in a period
of 12 man-months with expertise




in the fields of milling
technology, plant sizing and
energy requirements, agronomy,
management and operations of
cane transport systems,

financial and economic analyses.
This study which is required to
be undertaken immediately will
involve 4 people in the are-s of
engineering/fabrication,
agronomy, economics of
transportation and
financial/economic analysis.

Tecbnical assistance is also
sought for a feasibility study
on the improvement of
stockpiling facilities at Labasa
mill.

8. Project Duration : Three studies each of about 4
months duration. -

9. Other Funding
Agencies Involved : Local cost component to be met
by the Fiji Government.

B. PURPOSE

The Fiji Sugar Corporation (FSC) is of the view that small
mills would not be commercially viable given the enormous
capital outlay they require, coupled with the uncertainty of
returns from sugar sales on the world market. Studies in
Australia have also recommended a move away from smaller mills
to larger units in order to benefit from economies of scale. 1In
the Philippines and Hawaii, mills have had to close due to
non-viability under depressed market conditions.

The current FSC pre-feasibility study on the possible
relocation of one of its mills' functions to another is nearing
completion. The subject of a more detailed consideration of
the potential of small mills would be considered in the light
of the findings of this study. Hence, the objective of the
proposed studies is to assess the potential for the
establishment of small sugar mills in Fiji.

C. CONTEXT

Government is committed to achieve an annual sugar
production target of between 550,000~600,000 tonnes annually.
The existing milling capacity with some additional capital
expenditure can handle up to 600,000 tonnes of sugar production,




Provided operational efficiency is maintained. However, sugar
production in excess of this amount would require major

expansion of factory capacities or perhaps a new mill, as well as
opening up new areas for planting.

D.

of

of

RESOURCES NEEDED

Technical assistance to undertake the studies.

The findings of the studies will help to shape the future
the sugar industry.

The studies will be under the management and supervision
the Ministry of Primary Industry.
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PROJECT PROFILE NO. 5

A}

FRESH PRODUCE EXPORT INDUSTRY DEVELOPMENT

A. SUMMARY

1. Project Title

Fresh Produce Export Industry

Development
2. Sector : Agriculture
3. Implementing Agency : Ministry of Primary Industry
4. Project Objectives : To improve the industry
' organisation and establish an
. appropriate pre-export treatment

and inspection system so as to
assist the orderly marketing and
production of agricultural

produce.
S. Estimated Total
Cost : $0.50 million
6. External Financing
Requirement : $0.50 million
7. Project Description : The project, through the services

of the agro industry expertise
attached to the MPI, will promote
the formation of a producers’

and exporters' association. The
association, in consultation with
farmers and government, will :
\" 1. Formulate quality control
standards.

2. Operate pre-export treatment
facilities.

3. Coordinate air freight
booking and the development
of the availability of air
freight space.

4. Generally promote orderly
market and production
development with the legal

] right to levy exporters to
- obtain capital and operating
funds.




@

The MPI quarantine service will
Oversee pre-export treatment and
quality control.

The technical assistance input -
by an expert in pre-export
activity will be provided to the
association. The entomologist
in a regional capacity with the
South Pacific Commission will
co-ordinate the research
necessary to prove the
effectiveness of the pre-export
treatment and will provide
importing countries with
evidence. -

8. Project Duration : 1l year

9. Other Funding
Agencies Involved : (1) Government of New Zealangd
through the provision of dry
heat treatment equipment and
through a joint New Zealand/Cook
Islands research and development
project on dry heat treatment.

(1i) South Pacific Commission
(funded by various agencies)
through the Commission plant
disease unit which has

identified and is beginning
implementation of a regional
project cn fruit flies, including
pre-export treatment.

Technical eaxpertise in the following areas to complement
and facilitate existing projects:

(1) Agro industry expert familiar with the production and
export of tropical fruits (6 months).

(ii)Expert in fruit produce treatment and quality control
{12 months).

(1ii)Entomologist to carry out a regional role within the
plant disease unit of the South Pacific Commission in
the treatment and field assay of fruit flies. This
project will protect the increasing exports of Fiji
grown fruit and produce (other than ginger) and will
set the scene for farmers and exporters to proceed
confidently.
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C. CONTEXT

\

Fiji is aiming to diversify exports and there are successful
examples of airflown export produce, notably to Australia, New
%2ealand and Japan; the major products being pawpaw (papaya) and
mangoes.

This sector has been targeted for growth. Production
provides cash income opportunities for Fijian farmers with small
holdings. Fiji is determined to protect access to markets by
upgrading pre-export treatment and to deve'op markets through
orderly industry management.

D. RESQURCES NEEDED

Technical Assistance

. Agro Industry Expert - 6 months
Export Expert - 12 months

. Entomnlogist - 12 months

Financial Resources

Total resources needed for technical assistance and other
inputs is $0.50million.

E. EXPECTED IMPACT

The following benefits are expected

1. Maintenance of current level of exports
2. Ehployment generation for farmers, producers and
exporters

3. Private Sector Development:

A significant step in the establishment of a
viable fresh produce export industry based on
Fiji's natural endowments.

The establishment of farmers and an exporters'
association will provide a forum for communication
and understanding between producers, exporters and
government.
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Proper formation of the association with sufficient
powers to carry out their assigned tasks on behalf of
their members.

F. FINANCING MODALITIES

Technical assistance and cash grant.

Overall coordination of establishment angd direction would be
the responsibility of MpI. Operationally, the Ta consultants
ﬁ. will report to the unit to which they are assigned.

“1.'
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PROJECT PROFILE NO. 6

CONSTRUCTION OF FISHING VESSELS FOR IKA CORPORATION

A. SUMMARY

1. Project Title

Construction of Fishing Vessels
for Ika Corportion.

2. Sector : Fisheries
3. Implementing Agency : Ika Corporation -
4. Project Objectives : To increase tuna catches for

the government owned cannery,
Pacific Fishing Company (PAFCO).

5. Estimated Total Cost: $10.80 million
6. External Financial
Requirements : $10.80 million
7. Project Description : The project involves the

construction of two pole and
line fishing vessels a year for
the next three years.

8. Project Duration : 3 years

9. Other Funding
Agencies : None

B. PURPOSE

Ika Corporation was established by the government in 1975 to
undertake commercial tuna fishing. The Corporation is basei in
Lami. 1In early 1987, the company was operating five pole and
line tuna fishing boats three of which it owned ani two on
charter from the Hokoku Suisan Corporation of Japan. The entire
catch of skipjack and yellowfin tuna is sold to PAFCO at Levuka.

The Corporation has generally performed poorly since its
establishment. Although it returned a small profit in the early
years of operation, by 1986 it had accumulated trading losses of
over $3.0 million. During the first half of 1986/87 it made a
modest trading profit of $:4,000. The contribution by the
government of $2.6 million during 1986, combined with improved
pecrformance during the 1986/87 season, has improved the
company'’'s immediate outloox.




The fish produced by Ika is generally of a high huality and,
therefore, suited to the type of solid pack production PAFCO is
gearad to. Most overseas fleets produce a lower quality fish,
which is not usually suitable for the PAFCO solid pack product.

The PAFCO factory requires Ika vessels and other local
operators to supply 7,500 metric tonnes of skipjack and
Yellowfin tuna. To achieve the required tonnage from Fiji
waters, the local fleet of pole and line vessels needs to be
increased. Hence, it is proposed that the local fleet be
increased by 2 vessels per year over the next three years to a
fleet of nine vessels by 1992.

C. CONTEXT

The principal objective of the Industrial Fisheries
Development is to expand tuna -fisheries. More vessels will
facilitate increased catch by Ika Corporation for full
utilisation of the PAFCO processing facility.

D. RESOURCES NEEDED

Financial resources and aid-in-kind through the
Provision of building materials for the fishing vessels.

E. EXPECTED IMPACT
The benefits from this project can be summarised as

follows:

- Increased export earnings from export of canned
tuna.

. Increased employment in fishing and processing
factory.

. Fuller atilisation of the processing factory.

F. FINANCING MODALITIES

Cash grant ard aid-in-kind.
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G. MANAGEMENT AND ORGANISATION

Ika' Corporation in close consultation with the
Government shipyard.
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PROJECT PROFILE NO. 7 >

A. SUMMARY

1. Project Title

Hardwood Reforestation

2. Sector

Forestry Sector

3. Implementing Agency

Ministry of Forests

4. Project Objectives To reforest 4,500 hectares of
logged forest annually in order
to ensure sustainability of long
(‘ term supply from harvested

areas.

To ensure sustainable management
of the indigenous forest in the
future.

To create employmeat in
depressed rural areas leading
towards more equitable income
distribution.

To widen the economic base of
the nation.

To assure maintenance of most of
the existing forest cover.

5. Estimated Total Cost: $25.00 million

(.. 6. External Financing

Requirement $25.00 million

7. Project Summary : Approximately 4,500 - 5,000
hectares is logged annually.
The Ministry of Forests has
been undertaking a replanting
programme at levels matching
the area harvested annually.
This project should ensure that
the area harvested annually
is replanted.

8. Project Duration : 10 vears
9. Other Funding

Agencies Involved : Australian and New Zealand bij-
lateral assistance.




B. PURPOSE

The replanting of logged indigenous forest with mahogany
and other hardwoods at levels matching annual harvest has been
undertaken in the past by the Ministry of Forests. Funding
for this programme had been provided by the Fiji Government and
assisted by both the New Zealand and 