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Executive summary

Key elements of the Solomon Island economy are the pivotal role played by logging, the search
for a replacenent for logging, the deteriorating foreign reserve cover, the easing of inflation, the
unlikely continuation of the relatively high rate of domestic economic growth, and low levels of
formal employment.

The overwhelming feature of the agricultural econpof Solomon Islands is the lack of balance
in terms of size, natural advantage, expertise, focus of government attention, and commercial
involvement.

Fiscal policy of the Government of Solomon Islands is focused on six priorityraceailiation
andrehabilitatiors national security and foreign relationgfrastructure development; social
services sectoreconomic and productive sectognd civic affairs. These are a mixture of short term
FYyR f2y3 GSNY 202S MediuthSarm Deveprifefit SRategy200§10Sy (i Q&
provides priorities related to rural development and natural resources management. These are
increase the contribution of sustainable agricultuptantation forestry, and related downstream
processing and marketing to GDP grbwihcrease the number of people in formal and self
employment in rural aregsncrease the proportion of people, especially from rural communities,
reporting yearon-year improvements in their economic circumstances; and increase in the number
of people @cessing financial services including mitnance opportunities in both the rural and
urban areas.

Floriculture as a commercial industry is relatively new to Solomon Islands. This is not to be
confused with the notion that the use of flowers is noaslflowers havéad a multiplicity of uses
for centuries. Commercial production began in Honiara around 15 years ago. Today around 40
floriculture producers market through the Honiara Central Market on a regular basis. Around 500
households are involekwith the regular production of flowers for commercial purposes. Honiara
has around 20 pa#time florists. Commercial trade in orchids from some of the more distant
provinces into Honiara is beginning.

The study was based on extensive interviewshasd has been little written on the industry and
even fewer statistics collected. No one in government is tasked with assisting the industry.

A value chain approach was used to analyse the industry. This allows us to identify the
consumers of floricultral products in the Honiara area as householders, churches, businesses,
A20SNYYSyidsz @GAatftlIaSas LINRPRAzZOSNEX YR GalLISOAILT 2C
away from Honiara tend to grow their own supplies. The overwhelming supplyarBaat the
Honiara Central Market are tropicajheliconas, gingers, and cut flower orchidd/ainda,
Dendrobiumand Arachnislnterviews with regular buyers at the Honiara Central Market report
disappointment with the lack of variety in plant types aalours. There are small and occasional
supplies of temperate plants. There are increasing supplies in terms of volume and variety of
foliage, especially ntibased plants

Buyers can acquire floricultural products directly from producers, from the Ho&antral
Market, and from florists. Product arrives to buyers from trucks / taxi, canoes, ships, and, to a very
small extent, planes.
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As far as could be established, no Solomon Islanders depends on just the sale of flowers for their
entire household inome. Over 500 households were identified as producing flowers for sale on a
regular basis. Land is not an issue for the production of floricultural products because production
occurs mainly on the household plot. There is zero mechanisation of floedugtion. Labour is
supplied nearly solely by the producer with there being just a little family labour. Flower production
is low input and thus low cost. Business skills are poorly developed. There ipédaddgh
discrepancy between arrangementsdait the Honiara Central Market and those sold by florists.

For florists, transport costs are very high. Florists also seem to confuse the labour costs of their
input and the profit component.

It is considered that the high price of flowers at the Kwa Central Market could be inhibiting
the growth of the local industry. This argument is based on two aspects (a) the growth of the
floricultural industry in Fiji has been due to the purchases by local people and not the tourism sector
(b) the relativeprice of flowers in Solomon Islands is high compared with Fiji. Convincing producers
of the need to reduce their prices in order to increase their sales locally valhbed ask. To be
successful it must be balanced with gains in other areas, espedidligher yields, that is, more
blooms per stem, and/or more stems per plant.

Three key success factors are identified: small scale nature of production, land is not an issue,
and low capital requirement.

Commercial flower production and marketingSoelomon Islands is an ideal crop for
smallholders: production requires little capital, land issues usually common in Melanesia and even
with the plantation crops in Solomon Islands are not relevant to flowers, most Solomon Islanders
have good productionfowledge, and there is a widespread appreciation for flowers throughout the
country.

There are three potential growth paths for the Solomon Islands floricultural industry: follow the
route of Kenya and Ecuador by concentrating on developing the exparsting follow the route of
g AQA o6& O2yOSYyUNrGAy3a 2y RSGSE2LIAYy3I GKS {2 dzNR
concentrating on developing the domestic industry.

It is recommended that Solomon Islands concentrate at the moment on developingdtesl s
This is because exporting is currently handicapped by limited airline capacitgxistence of cool
storage to ensure pogtarvest preservation, CITES conditions surrounding the exporting of
indigenous orchids, and the quarantine hazard causetth&yghape of the helicona and gingers that
makes them ideal places for insect. The tourism sector is not sesmaaglet because the resorts
tend to grow their own.

Recommendations to develop the local industry relate to increase production especially
increasing the stems per plant and increasing the blooms per stem. Increased productivity will
enable producers to reduce their prices without suffering a loss in gross income. The role of
sun/shade, the role and making of compost, and row spacing needt@sn. A common
nomenclature should bestablishedand promulgated. There is a major need to increase the
varieties, shape and colour being offered to the buyers. Thought should be given to developing
access to specialist extension adwdeich shoull operateon a feefor-service basis.

Techniques to improve shelf life are needed. Improved quality upon arrival at the bowier
be achieved by developing better transppackagingcurrentlythe use of cardboard boxes is being
trialed for the movenent of flowers from the more distant production sites. These trials must be
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conducted in consultation with Solomon Islands Airlines to ensure that the box size is compatible
with the quite limited space in the cargo holds of the Twin Otter.

Four aspectsf marketing need to be addressed to advance the sector. (a) To encourage greater
sales of floricultural productsye NB dzS G K I (0 { 2 @uBevsnyst redade thelriRricd®, LINE
but this has to be oféet by higher productivity. (b) Wholesale andaietnarketing has to be
developed. (c) Selling skills of the actual sellers has to be improved. (d) Market exposure of the floral
art display skills of producers / florists must be improved.

Overarching all of the above recommendations is the need tpriowe the business skills of
producers. Specifically, smalblders need training in many areasisting negotiating skills,
attribute identification, business planning, and floriculture as a business.
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1. Introduction

Solomon Islands is typified bgntrasts. Large and small are the norm. Some examples are a
few resourcerich islands are juxtaposed with a number of resouscarce ones. In some parts of
the country overcrowding is contrasted with areas of very low population densities. Just five
products provide around 95 percent of export earnings. Over 80 percent g@idpelation livesn
the rural areas. Around 10 percent of the GDP is spent on the public service.

This section sets the scene for the study that follows. It outlines thg dolNE Q& S O2y 2Ye
role played by the agricultural sector. It also introduces the floriculture industry.

1.1  Case study background

A number of industries in Solomon Islands have been the subject of studies of varying intensity.
A synopsis of thesduglies was presented in the semirdblomon Islands Smallholder Agriculture
Study(SISAS2006). Although the SISAS studied a number of small ctitpdid not mention
flowers.

Nevertheless, commercial flower production and marketing in Solomondsliaran ideal crop
for smallholders:

A Production requires little capital

A Land issues usually common in Melanesia and even with the plantation crops in Solomon

Islands are not relevant to flowers

A Most Solomon Islanders have good production knowledge

A Thereis a widespread appreciation for flowers throughout the country.

The major plantation crops in Solomon Islands have a dichotomy between production and
marketing. Flowers, in common with the fruit and vegetables sectors, allow for the easy entry into
the sector by smallholders either as producers or as sellers. Further, the small scale nature of the
production and marketing of flowers allows small holders to be florists.

Flowers are alsoaery new commercial industry in the country. Expansion has ba#a rapid.
Based on observations from Fiji, the industry can continue to expand for some time yet.

Given the unique aspects of suitability to smallholders and the newness of the
commercialization of the industry, it was decided to include flowers asgfdhe study of learning
from experience.

! Major crops studied were coconut, oil palm, cocoa, rice. Smaller crops studied were indigremous
nuts, vanilla, chilli, pepper, ginger, turmeric, noni, coffee.
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1.2  Country economy and agriculture sector

Solomon Islands is an archipelagic country. There are nine provgeeEigure:1Guadalcanal
HoniaraCentral Western Isabel, ChoiseulMalaita, Makira/Ulava, Temotuand Renbel

Fig.1 Solomon Islands
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1.2.1 Country economy
Key elements of description ofhe Solomon Island econonmiustinclude the following:

The pivotal role played by logging

The search for a replacement for logging

The deterioratingdreign reserve cover

The easing of inflation

Theunlikely continuation of the relately high rate of domestic economic growth
Formal employment is very law

mTmoow»

A. LOGGING

Logging dominates the econorny Solomon Islandsin 2007]oggingaccounted for a garter of
economic growth, 16 percent of recurrent government revenues, andthirds of export earnings.
Giventhissize, v@SYSy i a Ay f{ 2ebdindddtieiecohdmPas WIHINRAL e
portents are that the previous baodue to governmentevenues derived from loggingnsw
busting. With the decline in the industry, thienplications for foreign reserves and government
revenues are serious (CEBBD8. In the short term, the global financial crisis has led to a reduction
in the demand fotogs Inthe longer term, the approaching depletion of commercially viable forests
will adversely affect the supply of logs. Howeves impreciset £ 2 Yy ASNJ G SN¥Y ¢ | LILIS+ N&
happening righnow. Whilst logging exports were expected to weaken in 26&fly data for 2009
indicates that the weakening is occurrisgoner andnore rapidly then previously expectéADB

10
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2009) The marked slowdown iexport earninggrowth in 2008 compared with 20G#¥ill continue.

What needs to be recognizesithat SolomorL & f I yRaQ f23a FNBE LINAOSR i
continuum. The Solomon Islands Central Bank (CBSI) cite&/tinlel Bankasstatingthat the

average international price for logs in 2007 was US$292 imeontrastthe average export price of
Solomonislands logs was US$97 } (6BSI 2008) ¢ K dza Favdiursifenoting §f th&@Forestry

5SLI NIYSyidQa LI I yy S Rcalbkdd®ilydwhed plantations landBn@adfidera Y | f f
downstream processing is not likely to adequately replace the casttdbsmade bythe current

large scaldoggingenterprises.

Whilst these grim forecasts relating to the demise of logging heencited by the Asian
Development BankADB) it is noted that the2008 State of the Environment Reploytthe Ministry
of Emironment, Conservatiorand Meteorology also supports the prognosis of serious concern for
the future if the currentrendsof commercial exploitationf logsare continued

B. REPLACEMENT FOR LOGGING

Currently and in the midterm future, there are ngprojects thatarelikely to replace logging as
an equivalent supplier of expbearningsfor the countryand revenue for the government. The
government is trying to attract investment into macro projects such as developing the ol palm
related projects aBina Harbour, the Aulata Basin and Waiaisd a majofisheriesprojectat Suava
Bay all on Malaita. However these have attracted little success but considerable cri§oiemon
Star, 17 August, 2009). The plannedagening of the Gold Ridge goldme has not materialized.

C. FOREIGN RESERVES

International reserves are becoming precarious. As of April 2009, resgevesaround 2.5
months of import cover. Ideally, the level should be at least four months. With the decline in
logging exports,he level of cover will deteriorate even furthef.he major export earners in 2008
werefisheries, palm oilcopra,andcocoa Serendipitously, all four exportdad 2008into surging
world prices. This boon buffeted surging import demand for goods amitss, resulting in a
current account deficit of $573 million. The highicecommodityboom has now disappeared,
indicating an increase in the deficitheADBstates that there is likely to be a balance of payment
crisis in 200¢, 2010(ADB 2008)

D. INFLATION

Inflation in 2008 was high 2624 percent, comprising domestic and imported inflation with the
latter being nearly double that of the former. Even though it is high, inflation does appear to be
easing, reflecting the slowing of economic atyivi

E. ECONOMIC GROWTH

The country experienced a relatively high rate affgercentin 2008in domestic economic
growth. Howeverk S ' 5. &adF SR O(0KIFIG GKS o0dz |1 2F GKS O2dz/i
GY2YSyldzy o0dzAif G dzhddioo¥y fi&R3IXY A0 NE O OHhaiBhmk Rredics 02 2 Y ¢
that a 30 percent decline in logging in 2009 will reduce GDP growth to @emwent ndications are
that that forecast is likely to be realized.o¥&rnment revenues for 200&e very likely to béess
than forecast.

F. PROSPECTS

ADBforecass growth in 2010 to be 1.7 perce(®DB 2009) A lower rate of decline will occur if
there is a further reduction in the decline of logging. The ADB states that the CBSI must take strong
action to slow the rate of daletion of foreign reserves and maintain macroeconomic stability. The
government can help by reducing its recurrent expenditure, especially the wage bill of the public
service thaisbudgeted at 10 percent of GDP in 2009.

11
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1.2.2 Agricultural economy
Theoverwhelming feature of the agricultural economy of Solomon Islands is the lack of balance.
This is shown in five basic areas:

Size

Natural advantage

Expertise

Focus of government attention
Commercial involvement

moowz

A. SIZE

The income and welfare of the rjaaity of the population comes from agriculture. Around 80
percent of the total population depends on subsistence farming, cash cropping, livestock, agro
forestry, and their related transport and processing activiti€hese activities provide only lirei
income that is used to provide supplementary foodstuffs, consumables, educations, and health
needs. Despite the involvement of the vast majority of the population, the agricultural sector
contributed only 17 percent to the overall GDP in 2008.

B. NATURAL ADVANTAGE

The country has natural advantages in the production of livestock, coconut, cocoa, and small
crops (SISA8006). Despite this, the government continues to focus on crops such as oil palm and
rice for which there appears no natural advagés. Rice in particular has had a very poor history of
production over a lengthy period of time (Burl2908). Nevertheless, the Government still
continues to press for a domestic rice industry.

C. EXPERTISE

Nearly the entire population has some asistion with the production of traditional crops.
Despite this, the government provides more expertise to the-traditional sector of rice, cocoa
and coffee than it does to the traditionatops such as a seriesrobtcrops a number of greens,
and frut.

D. FOCUS OF GOVERNMENT ATTENTION

In 2008, the big five agricultural industries (logging, fisheries, copra, palm oil, and cocoa)
LINE A RSR 20SNJ bp LISNOSydG 2F ff SELRNIAaAD ¢ Kdza
Nevertheless, Vinning el (200%) show that the retail value of four common food item&esh
fruit, fresh vegetables, fish, poultis greater than the exports earned by fish, palm oil, copra, and
cocoa. Because the fresh produce sector is not export oriented, it reciileeattention from
government.

E. COMMERCIAL SIZE

Broadly, in Solomon Islands, the bigger the agricultural industry, then the fewer the number of
operators. Logging production and exporting activities are undertaken by a few large companies.
The commercial fishery and palm oil industries have only a few operators and exporters. Whilst
production in the cocoa and copra industries is dominated by sscale producers, the marketing,
especially exporting, is in the hands of a small number of expoiitethe case of cocoa, there is the
one effective exporter. In contrast, with the fresh produce sector, small holders dominate all
aspects of the value chagproduction, processing, transporting, and marketing.

12
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COMMON MISCONCEPTION

It is common tostate that agriculture in Solomon Islands has the basic problems of an
inadequate transport system that brings fresh produce to market,amthadequate marketing
systemthat inhibits the efficient marketing of fresh produce (for example, see SISAS 2006).
However the retail value of fresh fruit and vegetables, fish and poultry is estimated at SBD$472 m
(Vinning et al 2008). This suggests th#tte transport and marketing systems must be relatively
efficient. This is not to say that the transport andrikeing system cannot be improved (see
Vinning and Sale 208p

1.3 National Policy Framework

Fiscal policy of the Government of Solomon Islands is focuseid pricrity areas

1) Reconciliation and rehabilitation

2) National security and foreign relations
3) Infrastructure development

4) Social services sector

5) Economic and productive sector

6) Chic affairs.

These are a mixture of short term and long term objectives. Government debt has been reduced
to around 36 percent of GDP. This now provides the governtheriiudgetary space with which to
address its priority areas. Health and Education sectors receive around 40 percent of the recurrent
0dzZRISG 0SOlFdzaS Ay (KS D2OSNYyYSyidiQad 2LAYyAZ2Yy (GKSaS
the long term develpment of Solomon IslanddVionetary policy is geared to

A Containing inflation at 10 percent or below
A Preserving foreign reserves to at least three months import cover
A Sabilizing the exchange rate against the US dollar in order to encourage exports.

Rdlecting its economic, social and political importance, rural development is the central priority
of the current, and previous, Solomon Islands Governmenk® current Coalition for National Unity
YR wdzN¥ f ! Ry OSYSy il D2 @6midhef Srgngtiieh descloprnient 2y { G €
through a bottom up and holistic approach that encompasses the empowerment of people through
rural advancement strategies, the pursuit of the Millennium Development Gaadsthe
revitalization of the economy.

The Govey' Y S yMeduin TermDevelopmenStrategy2008¢ 10 provides priorities related to
rural developmenandnatural resourcesnanagement. In turn, these priorities ageided by the
Solomon Islands Governmefigricultureand RuraDevelopmenStrategy The tvo documents seek
to:

V Increase thecontribution of sustainable agriculture, plantation forestry, and related

downstream processingnd marketing to GDP growth

V Increase the number of people in formal aselfemploymentin rural areas

V Increasehe proportion of people, especially fromural communities, reporting yeaon-year

improvements irtheir economiccircumstances

V Increasdn the number of people accessinighancialservicesncludingmicro-finance

opportunities in both the rural and urban areas.

13
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The fiscal policy goal of reconciliation and rehabilitation is given real presence in the rural sector.

It must be appreciated that thethnic tension between 1998 and 2003 had its rootsriter alig, the
limited access to resources, information, servj@sd economic opportunities outside of Honiara /
Guadalcanal that resulted in migration to Honiara and the Guadalcanal ;gieamsegarding the
erosion, even loss, of customary tenure over laad the clash between customary and introduced
system of athorities.

A number of programs are addressing these isshataccording to someamplementation has
not matched the aspiration€RLP2009) Projects are relatively small scale and fragmented
Penetrationof the programsnto the more remote rural @as is slow Development of rural
livelihoods is constrained by:

A

>

>\ >\ >\

Remoteness that means poor access to markets, and limited access to financial and social
services

Very poor infrastructure such as transport (especially roads), water, sanitation, educatio
and marketing infrastructure

A general lack of employment and social opportunities

Poor energy supply

Poor communications

A number ofprogramshave been introduced to address these issues. Some of the major ones
are:

i

Forest Management ProgramAn Augid supported program that focuses primarily on
increasing the capacity of the Ministry of Forestry to overseastistainablenanagement
of forestswhile maximizingGovernment revenue.

Community Sector ProgramA fiveyear program to build¢apacityfor selfreliance within
communities, civil societgrganizationsand service provider. The program has been
praised for its established staff presentagisticalcapacity in all Provinces, wide range of
stakeholder relations throughout the country, asttong emphasis on implementation. At
the same time it has beetriticisedfor its relatively weak links with government and the fact
that its programs are delivered through whatisnsidereda parallelstructure  Three of the
LIN2Z 3NJ YQa T Al Be wouhduplByyhe ¢nd &f January 2010. A successor
program, Rural Livelihoods Programgusrentlyunder consultation with the government.

Solomonlslands Rural Development Prograrnother five year program funded by the
EU, World Bank and Aualia. It is aimed at the delivery of rural services based on the
Agriculture and Rural Development Stratedie program does not appear to address
private sector led development, food security, and natural resource management.

Pacific Land Initiative Program concentrates on the central role that land resources play in
customary ownershipaustomary leadershipand economic development.

Solomon Islands NGO Partnership Agreeme#inother five year project delivered by six
Australian NGOs and the®iolomon Islands partner NGOs. Five of themuolect relate to
rural livelihoods.

14
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1.4 Floriculture sector in Solomon Islands

Floriculture as a commercial industryrédativelynew to Solomon Islands, buhtis shouldnot to
be confused with the notio that the use of flowers isavel. Flowers have been utilised for
centuries in Solomon Islands famultiplicity of usespersonal decorationceremonial usén the
large number of rites of passagand home beautification The latter included gingetbat were
valued for thér pleasant bouquet.Whilst custom differed amongst the #d cultural linguistic
groups in the country, growing flowers around the houses was very comimoese supplemented
flowersthat were wild harvestedIt was common forravelers who saw a flower that they did not
have to take cuttings back to their home and try to raisallibeit after receiving permission from the
landowners to take the cuttings

Flowers grown fosale bgan in Honiara around 15 years ago. Thereavteo imperatives. One
was from producers who grew flowers for their calming and healing properties. Patients in the main
hospital were the beneficiaries of this beli@faction. The other was from some expatriates who
purchased flowers for home beatfitation from producers close to Honiara. Production was quite
ad hoc and sales weraade on an irregular basis. Nevertheless, the makiripiafl arrangements
for the likes of weddings, birthdays, and special events was growing in popularity. Mékers o
wreaths also became more professional with some attending training in floral art display in nearby
Pacific countrieslt is noted that the Solomon Islands Government provided assistance to some
florists to attend floriculturalevents in Fiji, New Zealdnand Vanuatu.

Honiara Central Market
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