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Agriculture in the Pacific is more than thecupatiorof the
great majority of people; it is their satisfaction, the means by
which what survives of tradition is largely expressed and
maintained, and the channel of individual creativity and

enterprise within traditionally close confines of the extended
family and community

Barry Weightman1989
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PREFACE

TheWor | d Warld Befetopment Report2008i ghl i ght ed Aagri c
devel opment o and gave advice and r ecomme
implementing agriculturéor-development agendas. This report was set in the

global context with particular emphasis on Africa and ABle Pacific 2020

project undertaken in 2005 identified challenges and opportunities for agriculture

as a key driver for growth in the Pacific context. POR0background study for

agriculture identified policy options and mageesific policy recommendations,

but thesavere made at a time of rising world commaodity and fuel prices and a

generally positive global economic growth scenario

The recent decline in global economic growth prospects coupled with continued
volatility of commodity and fuel prices increases theimmment of uncertainty

for agriculture business developmeBitit 2t againsabackdrop of constraints

and uncertainty there are a number of emerging success stdtiesegion

which could provide valuable lessons and help refine realistic policynsio

the Pacific Island countries.

This study hasadopedan empirical approach using case study research to gather
evidence to better inform policy processes is the Pacific region. It aims to distill
the lessons from experience, looking ¢aitical fadors of succesandany

context specific issues which may influerthe way that different communities
mayrespond in different parts of the region. The stutligdemented irfive
Pacificisland countriegn 2009and an interactive expert working groupeatieg
heldto discuss the study findingsas been the basis for tbemparativeanalysis

and synthesis which is presented in this report.

It is hoped that the lessons learriiein the study should increase understanding
of policy and institutional suppbneeded for market led smallholder agriculture
to contribute to broad based growth in Beificregion.

The report should be of particular interest to those responsible for developing
agriculture policy andor financial institutions and development fraarsseeking
to target investments to promote smallholder agriculture development in the
region.
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INTRODUCTION

The official policy statements of many national governments in the Pacific
accord a central role to the intensification aothmercialisatiorof smallholder
agriculture as a means of stimulating the rural economy and alleviating poverty.
Axiomatic to this stance is the belief that smallholder agriculture is uniquely
positioned to deliver broadased growth in rural areas. But the countriekén t
region face some immovable constraints to developing agricultural market driven
economies, including their smallness (lack of economies of scale), geography
(fragmentation and distance from major markets), and vulnerability to natural
disasters.

Severaktudies (e.g.McGregor, 2006Browne and Orsmond, 2006 abdincan,
2007)have also identified other key constraints to agricultural development in
the Pacific whichnter aliainclude: poor infrastructure, weak human resource
capacity, lack oaffordable finance (credit), land issues, policy, regulatory and
governance issues, market access issnadequate research and advisory
servicesand overall a generally difficult and risky environment for
commercialisatiorof agriculture and businesswiopment.

On the positive side, there are examples of the private sector increasingly
providing opportunities for value addition relative to primary production. In

some countries agiarocessing enterprises are emerging which are stimulating
demand for n& value added products and thereby increasing the effective size of
mar ket for farmersé product s.

However, the processes by which development of agribusiness takes place and
the contribution of these developments todbmmercialisatiorof the

smallholde agriculture sector remain contesqiecific. They depend on the

product sector, market needs, the stage of development of a particular country
and area, agriculture sector policies, institutions and services and the actions
taken, or not taken, by goverents to promote agfmdustries and agricultural
value chaingFAQ, 2007)

If agriculturalcommercialisatioinclusive of smallholder farmers is to be a key

driver of broadbased growth in the region then the critical conditions that need

to be in place ragjre furtherelaboration\While recognisinghat the relative

importance of strategies and interventions are country specific, it is considered
that there are lessons based on experiences of successful enterprise development
in countries of the region thaain generally help refine realistic policy options

and interventions for Pacific island countries. With this view in mind, five case
studies have been undertaken on successful agricultural enterprises in Fiji,
Samoa, Solomon Islands, Tonga and Vanuatu.

The overall aims of the study are to:
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1 Gain a deeper understanding of smallhotd®nmercialisatiorand its
strengths and weaknesses in contributing to bbased growth.

1 Strengthen understanding of the context in which policy choices have to
be made.

1 Helpidentify innovative ways to link public funding with private sector
resources.

91 Provide specific advice to governments on the most appropriate
interventions they could make and equip decision makers with
knowledge to make wise choices about where, wherawdo invest.

In an attempt to meet these aims, this synthesis investigates why things might be
working in spite of perceived constraints. What factors influenced the success of
these enterprises? How did they deal with perceived constraints? Why did they
succeed where others have failed? Can successes belgzaled replicated?

Where can effort and public money best be focused? These were some of the
guestions that the case studies set out to answer.

Developing policies and institutions to encouragebaginess investment needs
to be done in a large policy context. Many of the most critical aspects of a
supportive agribusiness environment are identical to those which apply to
manufacturing and services industries. These include good public governance,
stable macroeconomic climate, enforceable commercial laws, appropriate
financial services, protection of property rights, and adequate infrastructure.
Supporting trade policies are particularly important especially in the light of
PACER plus, EPA and WTQgtussiongFAO, 2007)

The above elements notwithstanding, there are aspects of enabling environments
that are distinct or particularly important for agribusiness andiagigstries, not

least because of the particular role that the sector plays in processes of economic
transfamation, in securing food security and livelihoods opportunities, and
because athe widespread nature of failures of the market to deliver the types of
goods and services that underpommercialisationparticularly to more remote

and resource constraihéarmers.

These case studies and country experiences have gone somesiadptate
some of these aspects and point to several key lessons on strategies and
interventions to promote agricultural development which is inclusive of
smallholder farmers in éhPacific region.

Following this introduction, the report first provides an overview of the relative
importance of the agriculture sector across the case study countries in terms of its
contribution to economic activity and to employment opportunities, highlighting

the paricular roles of the product sectors selected for case study research. It then
discusses the case study findings, in terms of success factors, constraints to sector
development, and potential for scale up and replicatiomthelooncluding
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section, theséndings are drawn upon in attempting to address the overall study

aims.

OVERVIEW OF THE ECONOMY AND

AGRICULTURE SECTOR IN THE FIVE CASE

STUDY COUNTRIES

The five countries where the case studies were carried out are all small island

developing states (SB). Some lasic socioeconomic statistics are shown in
Tablel. Samoa, Solomon Islands and Vanuatu are listdteUN asLeast
Developed Countries (LDChowever,Samoa is currentlgcheduledo graduate

this statusn December 2010.

Table 1: Socioeconomi&tatistics for the Case Study Countries

Country Mid -year Population Land area  Population Rural Gross
population growth Km? density population National

estimate rate (%) (%) Income

(2008) per person

uUsD

(2007)

Fiji 839,324 0.6 18,271 46 49 3,750
Samoa 182,724 0.4 2,935 62 79 2,700
Solomon Islands 521,120 2.8 28,370 18 84 750
Tonga 102,724 0.4 650 158 77 2,480
Vanuatu 233,026 2.6 12,190 19 79 1,840

Source SPC(2009) ADB(2009)

All of the countrieswith theexception of Fiji, have more tha®% of the

populationliving in rural areas that are heavily dependent on subsistence and

semicommercial agriculture for their livelihoodBut overrecentyears
urbanisatiorhas beeincreasingn all the countrieslue to migration from rural

areas

Despite the geographical isolation ofse@acific island countries, there is

increasing interdependence between national economic processes and the global

economy.Thei s | asmall 6pen economies are extremely vulnerable to
domestic and external shock&dobal recession impagthe countries through
declining demand and lower prices their commodity exports, pressure on
tourism and falls in remittance floviiiom expatriate workers in New Zealand,

Australia and the USA.

The real Gross Domestic Prod@&DP) gowth performance has varied widely

across the countries over the last five years (Tépl&olomon Islands and
Vanuatu have shown strong growthereas Tonga and Kjis g r owt h
sluggish averagindess than one percent growth per anndimwevergrowth in
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the Solomon Islands is fuelled largely by unsustainable log§ago® s
economywhich experiencedjoodgrowth performance in the early part of the
decade has now faltered and registered a 3.4% decline inR®€sture in all
the countries is thahucheconomic activity is focused in urbaantresandthe
benefits of growth are néeingequally shared in rural areas.

Table 2: Real Gross Domestic Product growth per annum (%)

Country 2004 2005 2006 2007 2008 Average
Fiji 52 06 34 -6.6 0.2 0.56
Samoa 48 5.4 1 64 -34 2.84
Solomon Islands 8 5 6.1 107 6.7 7.3
Tonga 2.6 -3 3/ 02 0.7 0.7
Vanuatu 55 65| 74 6.8 6.3 6.5

Source: ADB (2009)

Inflation has generally been higihin Solomon Islands and Tongarimarily
reflecting weaker fiscal performandaflation peakedn the countries in 2008
driven byhigh internationabil and food prices (Tabl&).

Table 3: Inflation Annual Percentage Change in CPI

Country 2003 | 2004 2005| 2006 2007 2008 | Average
Fiji 4.2 2.8 NA 25 48 7.8 4.4
Samoa 0.1 163 19 38 55 115 6.5
Solomon Islands 10, 71 7.2 112 7.7 17.3 10.1
Tonga 6.8 11.8/ 99 7.3 51 96 8.4
Vanuatu 1.1 32 12 21 4 47 2.7

Source: ADB (2009)

The spike in food and fuel prices and the glabakssion have made it
abundantly clear that the Pacific island countries need to strengthen and
strategically diversify their economies to build resilience to economic shocks
(AusAID, 2009).

Agriculture and tourism are important to the econonuitthe five countrieso
varying degrees (Figuré& Table 4). However,thecontribution of subsistence
agricultureis often underestimated in national statistics ancgdotor is
fundamental foall of thecountries in providing livelihood optiorand
agriculture products still form the main component of expéitsthermore, the
sector continues to employ the greatest percentage laftiberforce, either in
commercial efforts, or more commonly, in sslffficiencyendeavoursBut the
countriesremotelocatiors, poor access to commercial and capital markets,
poorly developed infrastructure and limited institutional capacity hinder
economic developmein the sectar

! Agriculture here includes crops, livestock, forestry fisideries.
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Figure 1: Agriculture as percent of GDP

1995

Fiji

Solomon Isl. Vanuatu Samoa Tonga

Source: ADB (2009)

Table 5: Structure of the economy in the five countries in 2007

Country Agriculture Services Industry
Percent share Percent share Percent share

Fiji 13.1 65.8 21.1
Samoa 10.9 58.1 31.1
Solomon Islands 55.6 36.7 7.7
Tonga 25.8 60.3 13.9
Vanuatu 14.4 76.8 8.8

Source: ADB (2009)

All the countriedacechallengesneetingbalance of payments due to very large
merchandise trade imbalanaéh the value of importexceeding exports by
several folds.The countries are also highly vulnerable to commodity price
fluctuations due to heavy reliance on primary exp@tdomon Islands, Vanuatu
and Fiji), weather related shockall countries) and, in some cases, internal
political unrestFiji, Solomon Islands and Tongd&alance of paymesis highly
dependenon current account receipts from tourism @nigfate remitances
transfers, as well as the capital account Official Development Assistance (ODA)
flows. In 2007, officially recorded remittansaccounted for an estimated 39%
of GDP in Tonga, 23% in Samoa and 4.8 % in Fifianks to remittances Samoa
and Tonga heae been able tmaintainsufficientlevelsof foreign reserves to

meet aminimumfour montts of import coverhowever Fiji and Solomon

10
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Islands foreign reserves dropped precariouslydobihe beginning a200%°. Fiji
instituted a 20% devaluation of its dollar and has subsequently seen reserves
return to a level which equates to 3 to 4 months of import cover (RBF, 2009).

Table 6: Current Account Balance % of GDP at current market prices

Country 2003 | 2004 | 2005 | 2006 | 2007 | 2008
Fiji -45 -13.1 -125 -23.6. NA NA
Samoa -8.1 -69 -10.7 -16.8 -84 -95
Solomon Islands 22 152 -19 -6.9 -17.7 -14.0
Tonga 29 38 -27 -78 -82 -7.9
Vanuatu -10.3 49 -3.8 -6.3 -6.3 -10.8

Source: ADB (2009)

The global economislowdown is now taking its toll on growth argdseriously

testingthe ability ofall these smallcountries to maintain macroeconomic

stability. With the exception of Vanuatu, the countries are all fasigigificant
increass infiscal deficits, rising phlic debtand reduced policy space to respond
to slowing growthwithout compromising medium term economic stability.

With tightening national expenditure frameworltegre will be increasing

pressure to redugaublic investments in agricultuesd any such investments
will needto be well targeted.

FiJi

Over the last two decades the country has been weakened by political instability
and a cycle of coups. There has been rising unemployment, an increasing number
of people living in squattesettlements and deepening poverty. High rates of
emigration have resulted in a serious loss of valuable skills, experience and
expertise. Increased Governmenbtdgith higher payments for interest haken

up fundsneededor vital infrastructure. All mppr sectors of the economy

weakened in 2007, after a military coup in December 2006 that led to the
installation of an interim administration. Export income and business confidence
fell and macroeconomic policies were tightened, resulting in an estimétét 6
contraction in the economyhe rural areas continue to be the home for about
popul ati on,
(including water)are rural based, providing the greatest potential for future
development and prospty, particularly in the tourism, agriculture, forestry and
fisheries sectors.

hal f of

Fijios

t hough

decl

Subsistence farming and sugar cane productiordstitinate the agricultural
sector, buthesugar industry is now in serious declifidne last few years have
seen a haphazard uncontrolled reductioth@size of the sugar industry. This

Fijios

import cover (Central Bank of Solomon Islands Quarterly Review).

foreign
Bank Fiji Quarterly Review) and Solomon Islands reserves dropped below 3 months

reserves

fell

t o

a

critical

11




















































































































































































