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EXECUTIVE SUMMARY

Approximately 75% of th8amoarpopulation lives imural communitieswvith over 130,000 people
relyingin some measure on the productivity of the agriculture sector. tBeitsectorhas performed
relatively poorly and has been a constraint on growth for several y&aday largesscale
commercialagriculture is a small component of total agricultaned sibsistence agriculture

accounts for nearly half of agricultural outpdt. I Y2 I Q& y I G4 dzNF £ NB &2 dzZNOS
location mean that it has potential advantages for organic agriculture.

TheStrategy for the Development of Samoa (SDS) -ZW2 identifiesaccelerating economic
growth through private sector development as a vital goal to improve living standagdgulture
and Fisheries are described as key sectors for achieving private ssteconomic growth and
employment creationThe SDS recognises thagficulture is to grow, there will need to be an
increased emphasis on commercial production

Morindacitrifolia (honu) grows extensively throughout the Pacific and is widely used as a traditional

herbal medicine in almost all Pacific IslautietiesIn recent yearsionuhas become increasingly
popular as a health food drink in developed countries around the w@ddhmecial production of

Morinda citrifoliaproducts in the Pacific began in the rli90s with a Utah, USased Company,

sourcing fruit juice from TahitAttracted bythe high prices being paid fdorindaproducts

(particularly juice), several countries in the Pacific commenced their own commercial production and
export, but overall Samoa has achieved the greatest success in terms of sustained export value and

volume

Over the last decadeonu has contribated significantlyto rural incomes and the economy and has
been{ I Y 2nhafraagricultural export since 200ze total value generated by the nonu value

w»

chain to the Samoan economy is estimated to be around SAT$ 33.5 million (US$ 13.4 million) and of

thiss GKS FIFNYSNDa akKFENB 2F (201t @OFtdsS KIF-a 6SSy

around 76%In 2005, the peak year of productioapproximately 3,800 tonnes of fruit was
processed to exporaround 1.5 million litres of juicend 167thousandkg of dried fruit products.

puj

NSy

Ly G4KS SINXe &SI N& 2PSNESFaA RSYFYR F2N y2ydz LINE

much of the raw materials were being supplied mainly by an existing stock of trees growing wild
around the country. Productiowas stimulated through a national nonu day event and promotion of
the crop led by the product processing industry. However, during the slump in export demand in
2008 much fruit was going to waste and several growers had cut down trees.

The nonu economicxehange system is market driven with international market demand and prices
being the key drivers attracting and sustaining local-agsiness participation in the value chain.

¢CKS y2ydz YFENY SO 022Y Smedl KSy SNANI ndriedHoieas, 3 SRo iR

initial comparative advantage based on widespread availability of nonu which grows prolifically in
Samoa is now being eroded through increased competition from new rtstian the international
market;therefore significant effortswill be neededto maintain competiveness in a changing world
market.

The nonu industry in Samoa has been developed through private sector drive and facilitation with no

specific government support having been accorded. Indeed, government has no particidgropol
nonu and remains largely reactive towards industry reeédculture of entrepreneurism with
associated skills in business practice is not widespread in Samoa, particularly in traditional rural
village societieRarticipation in the industry by sesad experienced agthusiness entrepreneurs has
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been vital to the success of the processing and exporting of nonu prodirets willingness to
innovate and take risks has been invaluable for the development of the nonu industry.

The industry has beerrgactive and dynamic in its attempt to upgrade product quality and maintain
standardsIn 2003 a regional industry association was registefedcific Islands Noni Association
(PINAWwhich has promoted quality standards and facilitated technical support to members in this
area. In 2009 Samoan processors formed their own industry associBtiocessors/exporters have
recognized that appellations of origin, based on strict standandslity criteria and production
methods are a useful promotional tool for their products.

Public support for nonu industry development (government finance and donor fund$ecleas

limited to date. Some technical assistance has been provided to support product quality
improvements (e.g. HACCP training) and some assistance has been provided for attendance at
promotional events such as trade faibait generally promotion of Samoan productashlacked
sufficient resources to deliver desired impaetocessors havalsoindicated constraints in financing
capital improvements in plant (for pasteurising juice) and for better drying technolsgyy” dzQ a
prolific growth has made it a relatively easyp for Samoan farmers to tend and sustain a yield
from. This has been a fortunate factor as little research and extension support for development of
the crop has been provided by government services.

The public sector does have an important role tdfifuto partner and assist the private sector in the
development of the nonu industry. A first priority for government is to articulate a clear policy for
nonu identifying possible areas of government support and partnergtigas for potential
governmert support are in productivity research and extension, product development and quality
assurance, market intelligence, product promotion and trade facilitation.

Smallholder village agriculture relies predominantly on family lalieereforethe availabiliy and
opportunity cost of labour are factors critical to the development and competitiveness of the nonu
industry. \arious factors including, migration, remittances, seasonal overseas labour programmes,
urbanisation, growth of rural tourism activities ansdcial obligations (including subsistence food
production) impinge on the opportunity cost of labour for commercial agricult¥vhat appears

clear is that high returns to effort are critical to encourage participation of sersistence farmers

in morecommercial agriculture. Unfortunately, there is no data on either land or labour productivity
for nonu in Samoa and hence no information on which to establish current returns to effort.

Thereappears to beonsiderable opportunity to increase both land and labour productivity as
virtually nothing has been done in this area to date. A particular priority is to establish a profile and
gross margin for nonu production under different management systems ier aodbetter inform

farmers on ways to lower output costs whilst also improving returns to effdne Sientific
ResearchOrganisation of Samo&ROSkould be a strong partner to the industry assisting with
product development and quality assurance.

Unpredictability of the market has resulted in bottlenecks in the supply cl@ooerdination of farm
supply with processors demandtiserefore another area which could be improvedihilst the
opportunity to dry fruit and hence use more of the ripe prodigcavailable to farmers, capacity to

dry the fruit is limited and this often results in poor quality product which is rejected by the
processors. Simple solar drying technology could be explored for use at village level to improve the
efficiency and effectieness of fruit drying and thus reduce rejections and improve returns to effort.
Improved drying technology at processor level is another potential area for investment.
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Increased througiput and consistency of operation for processing plants would imgegficiency

and reduce unit cost; however this is largely dependent on securing predictable export market

demand. With increasing price competition it will be essential to maintain high quality products and
differentiate and brand thesaccordingly NonuLINE RdzOGa ISy SNI f f oSy 4§ SNI | 0
market with demanding requirements on quality and other environmental issues of production.

These factors may be more important for consumer choice than simply price. There seems to be
opportunity in Samoaz SELJ} YR OSNIAFASR 2NAIFIYAO LINRRAzOGAZY
GNF RS¢ YIN)JSGAy3ToD

Improved market intelligence, linkages and promotion are key factors for market development. The
relatively small nonu industry in Samoa does not have tkeueces and capacity for undertaking
market intelligence studies to identify market potential and specific market opportunities, or for
rigorous promotion of its product®asidnformation on end markets has the character of a

common good that is sharedrang chain operators and therefore there is room for government/
external development agencies to conduct, facilitate or commission market research as an essential
contribution to chain upgrading

Modern commerce (including global nonu trade) increasiimlglves electronic exchangdrom
electronic signatures on contracts to purchasing over the Internet. The ability to perform commercial
transactions electronically greatly reduces the costs of contracting and is especially important for
countries that ardgar from the main markets with which they deal. Howev@amoan exporters

have yet to take full advantage of Electronic Transadgguslationput in place in 2008

Like most Pacific island countries, Samoa has a very small domestic market and rpzetisipate

in international trade to generate growth based on agricultural productivity. Therefore, they must
establish international market niches that will allow them to charge prices that will cover their high
international trade costs Nonu has offeed such an opportunity and Samoa has seizethi¢
experience of nonu in Samoa demonstrates how beneficiabbadie niche commaodities can be for
semisubsistence village farmer&ut goportunity to scale up nonu production in Samoa is
ultimately depenént on the international market demand and price. A more predictable (and
possibly increased) demand might be established by stronger coordination in the supply chain
through greater vertical integration. Exploring possibilities to establish supply ctetétt global
distributors is one avenue that could be explored

With increasing global competition and a depressed market environment, Saewas toexplore

every avenue to increase its competitiveness and market share in the international nonu market.
Improving the organization and efficiency of the supply chain will be necessary. The private sector

has been dynamic in developing the nonu industrg #greir sustained efforts and innovation will

continue to be the critical factor for future succedn.addition a number of interventions are

required by the government to help reverse the downward trend and stimulate the industry so as to
regain exporicompetitiveness. To that end, appropriate actions are needed to create a strong
YEGAZ2Y LIt y2ydz LREtAOE YR I NRoOdzald AyalAaddziazyl €
expertise so as to improve productivity and quality and to support market developtheough

assistance for market research and promotion.

The Samoan government has recognized the importance of the private sector in agricultural
development and the need to work effectively with theAn important challenge facing
government is to work morproactivelywith the private sector in developing and implementing
policies and strategies to support agricultural development generally and the nonu sector
specifically.
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Initially high internationiprices for nonu juice, a relatively easily available supply of fruit from
existing wildgrowing plants and a core of experienced processors/exporters seeking new
opportunities combined to stimulate the growth of the nonu industry in Sarimau hasfitted well
into the traditional system ant easily incorporated into the daily routines of sesuibsistence farm
lifestyles offering a needed opportunity for spot cash earning. Nonu under current management
systems is not labour intensive and is a flexilwdion to the farming system which allows farmers
to enter into commercial trade when the market price is attractive and easily exit when it is not.
Growing wild or integrated into a traditional mixed farming system nbasoffered cash earning
opportunities without negatively impacting on staple food crop production; nonu thereforehhds
positive benefits for enhancing food security.
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1. INTRODUCTION

1.1 CASE STUDY BARKRGND

This study is one of group of studies undertakefivia Pacific island couries to examine critical
factors which enable smallholder farmers to participate in commercial agriculture. The most
important criteria for selecting norfMorinda citrifolig as the study subject was that significant
number s of small farmers and enteiges are involved in the value chain and also tatindais a
crop of interest to several other Pacific island countridsnu has contributed significantly over the
last decade to rural incomes and the Samoan economy and has been the major agrievtboral
since 2004.

Economic growth only contributes to poverty reduction if an increasing proportion of the poor
actively participate in economic processbisSamoabout 406 of thepopulation livesn the greater

Apia urban area and 70% @fonomic otput is generated herdncome distribution disparities are
expected to worsen as a result of the good economic growth unless there are targeted measures to
channel support to the pockets of hardship in the rural commuriitise nonu product market and
value chain has provided accessible income earning opportunities to families in the remote rural
areas including the southern coast of Upolu and northwest coast of Savaii thus helping to share the
benefits of economic growth throughout the country.

Whilstthe importance of the agriculture sector to the economy and rural livelihoods is recognized,
the sector is yet to achieve its growth potential despite government reforms to improve the enabling
environment for business development. Key questions therefengain as to what are the reasons

for this underperformance of the agriculture sector.

1.2 ECONOMY AND THEBRICULTURE SECTOR

Samoa has a small open economy (GBdéer US$00million) that has performedelativelywell
over the lasdecade comparetb most other Pacific island countriednnual growth rate
accelerated from under 2.0% in the 1970s and 1980s to more than 4.2% ig2D8%4but with
considerable fluctuation in year to year growtmnging from 1.5% to a high of 8With an annual
net papulation growth rate of 0.9% in the 1990s abi@% in 20042006, the economic growth has
translatedinto significant per capita incongrowth (averaging about 1.5% per annundyith rising
living standards, several social indicators, like life expectamfayt mortality, and poverty, are fast
improving

Services (commerce and tourism) and constructjfueled by relatively large injections dbnor
grantmoneyand soft loanyshave beenthe main drivers of growtt? 2 NJ S NBA Q sNaBevaksai (I y OS
been inceasingly importantRrivate remittances averaged 20.0% of GDP annually inc2093 and

reached SAH 347.4 million in 2007In contrast the Agriculturesector(including fisheriesand

manufacturing have stagnated or declined in recent gddmable L The structure of theconomy in

2007 was; services 63%; Industry 26% and Agriculturé. 11%

! Morinda citrifoliais locally called nonu in Samoa and noni in some other Pacific countries.
2KVA Consult Ltd. (2007). Samoa Economic Update 2007 Pacific Economic Bulletin Volume 22 Number 3
% Asian Development Bank (200ey Indicators: Inequality in AsManila
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{FrY2I Qa adz00Saa Kra oSSy |[GUNROdzASR G2 t2tAGAO!I
management and progressive structural reforms implemented by the govent. Samoa has

liberalied its trade regime by reducing and simplifying tamatesinto four clusters(20%, 8%, 5%

and o0%)yndhas been active in implementing Pacific Island Country Trade Agreement (PICTA),

negotiating for an EconomkartnershipAgreement (EPA) with the European Union and to accede

Table 1: Sector Shares of GDP, 1998 and 20ATH8iillion at constant 2002 prices)

Sector 1998 2007 |

Agriculture 78.6 71.8
Fishing 68.7 55.8
Food & beverages manufacturing 23.2 27.8
Othermanufacturing 75.0 106.4
Construction 44.9 98.9
Electricity and water 27.5 47.3
Commerce 121.6 212.1
Hotels & restaurants 12.6 34.3
Transport & communication 85.9 136.4
Public administration 56.8 84.2
Finance and business services 59.0 101.7
Less; enterprise share of FISIM (7.7) (22.7)
Ownership of dwellings 30.7 36.7
Personal and other services 47.4 53.1
Non-monetary as % total GDP 18 13*
Value added SAT$ million at 2002 market prices 724.2 1,053.9

*2006 estimate Source: Sam8areau of Statistics

to the World Trade OrganisationW/TQ. The Gvernment haslso focused considerable attention to
upgrading transport infrastructure, roads, ports and the international airport. Through a
governmentprivate joint venture international asservices have been improved through lower
pricesandincreasedlestinationconnections. The telecommunications industry has also been
opened for competition in thenobile phone sectorsignificantly reducing costs and increasing
population coverageSamoadas a relatively well run sea port under a government corporation
whichach | & a&af |l yRf 2NR¢ -dide sehidePpididétShe Bt Aas gobdidship K | NJF
connectionsandturnaroundtime is relatively fastThe countnjiswell-served by container ships
operating international routesnd amerchandise trade imbalance means that there is ample
container space for export cargBut sipping costs ar@ighdue to the small and imbalanced cargo
flows associated witkthe high merchandise trade deficind becaus®f long distances between

ports of call® High transport costs are equivalent to a tax on exports and imports, and are a key
factorimpacing2 y { I Y2 Qa O2YLISGAGA@SySaa Ay GKS 3It20l f

* SamoaPort Authority provides pilotage, dredging, and security (to standards set by the International
Maritime Organization) and leases port infrastructure to private operators, who provide superstructure (e.g.,
forklifts) and whose service provision is regathby the Authority. Private companies currently provide
stevedoring, container handling, and major maintenance.

® Australian Agency for International DevelopmemugAlD, Pacific Regional Transport Stu¢@anberra:
AusAID, 204).

11
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Despite{ | Y 2dc@ribmic successt still runs ahugemerchandise trade deficit with imports being
some20times higher than exports#ds a small open economy, where almost everything is imported,
foreign exchange earnings are vit@he current account is largely balanced by inflow of private and
official transfers and tourism receipts (Eig@ 1). The main merchandised exports are fish, beer and a
few agricultural commoditiegp¢incipallynonu and coconut products). Export performance over
recent years has been disappointing, despite some-geayear variatbn exports have generally
declined and agriculturaxports(excluding fish) have dwindlexith nonuemerging ashe main

export product since 2004Vithout remittances and external aid flowSamoa would face severe
balanceof-payments difficultiesimproved export performance therefore critical to addressing
balance of payments issueBourism has shown good promise as a growth industry with potential
for improving foreign exchangearningshowever, the combined impacts in 2009 afsanamf and

fire damage to a major Apia hotel are likely to depress tourism earnings in thetehort

Invigorating commercial agriculture therefore remains vital for improved export earnings, continued
growth and sustainable rural livelihoods.

Figure 1: SamoBalance of Payments

150

100 -

I I N =

-50

Tala Million

-100

-150

-200 -

-250
I‘II‘III‘IV I‘II‘III‘IV I‘II‘III‘IV I‘II‘III‘IV I‘II‘III‘IV I

2004 2005 2006 2007 2008 2009

‘ mmm Exports mm Imports —— private remmittances —=—tourist earnings

Source: Central Bank of Samoa Bull@étine2009

The continued opening up of the economy in recent years means that exchange rate policy is
AYONBIFaAy It e AYLRNIIy(d G 7hehdnSobjgttiveiok theyCatirt SORY P &¥A O
policy is to ensure that export oriented industries remain competitive in ovenseaikets whilst at

the same timeminimisingimported inflation The exchange rate for thElais managed by pegging

it to a tradeweighted basket of currencies of major trading partners, with the New Zealand dollar

and the US dollar the most significant. The nominal exchange rate has been relatively stable over the

eA magnitude 8.3 earthgpke occurred at 0648 hours on Tuesday 29 September 2009 190 km south of Apia.
The earthquake triggered tsunami waves which impacted Samoa, American Samoa and the small northern
island of Niauatoputapu in Tonga. The tsunami waves, some of which ate saide been as high as six
metres, caused fatalities, casualties and serious damage to the affected Pacific Island countries.

12
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past decade, although the real eétive exchange rattREER)as appreciated sinc2001(Table: 2)
Real appreciation of the Tala adversely affects international competitiveness of export oriented
industries.

Table 2: Exchange Rates (end of FY) 22008

2001 2002 2003 2004 2005 2006 2007 2008

US Dollar 0.2842 0.3004 0.3367 0.3513 0.3369 0.3331 0.3876 0.3985
NZ Dollar 0.6975 0.6239 0.5716 0.5544 0.5294 0.5814 0.5029 0.5242
Australian 0.5557 0.5384 0.5011 05059 0.4837 0.4780 0.4585 0.4185
Dollar

Japanese Yen 35.30 36.22 40.15 37.59 39.63 40.34 47.51 42.08
European 0.3342 0.3065 0.2938 0.2887 0.3034 0.2772 0.2868 0.2543
Euro

(Base year 1998)

Nominal 99.49 96.67 95.81 96.93 97.40 9751 98.25 9841
Effective

Exchange

Rate (NEER)

Real Effective 99.12 105.44 108.28 113.54 120.06 118.29 121.25 126.75
Exchange

Rate (REER)

Source: Central Bank of Samoa

There is no doubt the global financial crisis has impacted on the Samoan ecoGomyng off a

period of fairly strong expansion in 2007, the econdmg shown signs of contractidor the first

time in over a 1§/ear period The Central Bank of Sanfeaported that for the calendar year 2008,
the Samoan economy registered a real decline of 3.4 perdernitateremittances and tourist

receipts areboth expectedto decline as a resubf the financial crisis on the travel industry and loss
in incomes fronincreasing unemployment in those countries such as Australia, New Zealand and the
USwhere much othe remittances and travel receipts originatéderchandise exports dropped by
28.7%in nominal terms in 2008 and remained a small fraction of merchandise imports, which were
boostedby higher prices for imported petroleum products. The merchandise trade deficit widened
from 40.5% of GDP in 2007 to about 45% in 20tf&ation remains a &y concern;2008year-

average inflation at 11.5% was more than double the 20@Eomée’ . The Governor of the CB®as
recognized the significant challenge of maintaining macroeconomic stability in an environment of
high inflation, declining export revenues, forecast lower remittance flows and a volatile global
tourism industry’. However, theGovernment™ has noted thathe direct impacts of the crisis have
been cushioned by informal social protection mechanisms and the strength of the subsistence
economy

Approximately 75% of thpopulation livesn ruralcommunities, and about 80% of families engage
in some form ofagriculture. The 2005 agricultural survey identified 17,829 agriculturally active

" Central Bank of Samoa Bulletin, June 2009 p.8
8 Asian Development Bank Outlook 2009

D2@SNY2NI [ SF&A t [ALIGA BIK S{ O YORITRDE 2H BENB 2y TSNBYy O0S 2v

{ G2 NXYE A yY-4 unzC®DOP privited incCBS Bulletin, June 20009.

% significant fire damage to major Apia hotel and a devastating tsunami destroying tourist resorts and
accommodation in Septnber 2009 will severely impact the tourism industry.

" Hon. Niko Lee Hang, Minister of Finance, Government of Samoa 2009/2010 Budget Address, 29 May 2009.

13
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households in Samoa, as those who ianlved in agriculture of some sort. This represents 77% of
the total households surveydtius implying thabver 130,000 people relyn some measure on the
productivity of the agriculturesector. But agriculture has performed relatively poorly and has been
a constraint on growth for several years.

Today argerscale commercial agriculture ismall component of total agriculture, vhitcoconut
plantations(mostly government ownedjurviving from the Germacolonial period accounting for

most of the(minimal)output. Subsistence agriculture accounts for nearly half of agricultural output.

¢CFNRB KFa GNIXRAGAZ2YIFEte 0SSy (KS OdmudioE Qa Yz2aid A
continues to suffer the after effects of the devastating taro leaf blight outbred®3. Following

the introduction leaf blight resistant varieties and farmvled selection programmes there has been a

partial recoverybut Samoa has not yet reestablished significant taro expoife negative effect

on tree crops of a seriad cyclones ialsoevident.Despite the decline in agricultural production

andexpots,{ I Y2 Q& y I GdzNI f NBaz2dz2NOS SyR246YSyid FyR NBY:
advantages for organic agriculturOrganic farming has gathered momentum since its beginnings in

1998 in 2006 there were 213 farms certified organic with an estimatezh for organic cultivation

of 7,243 h&’, but current export capacity is relatively small and confined mostly to coconut oil and

nonu. Three nonu processors have organic certification.

1.3 NATIONAL AND SEKIR POLICY FRAMEWORK

The Strategy for the Develogent of Samoa (SDS) 202812 identifiesaccelerating economic
growth through private sector development as a vital goal to improve living standagdsulture
and Fisheries are described as key sectors for achieving private sector led economic grbwth an
employment creationThe SDS recognises thagficulture is to grow, there will need to be an
increased emphasis on commercial production

Facilitating trade and improving exports remains a key priority for Sandahe governmenhas
pursued an open trade policy since the Aii@i80s and has reduced tariffs substantiayt while
economic partnership agreement negotiations contiwi¢h the EU and PACHIRIS negotiations
have commenced with Australia and New Zealalapan and thédssociation of Southeast Asian
Nations (ASEAN) reached a free trade agreement in208y, under which Japan will largely
remove tariffs on industrial products and reduce or eliminate tariffs on tropical fruit imported from
ASEAN countries. As a resuliciic Island Forum countries will face relatively high tariffs on their
exports to the Japanese markethrough its status as a UN listed Least Developed Country (LDC),
Samoa has enjoyed preferential access (zero tariffs) to important export marketSamda is
scheduled to lose this status Becember 201@nd therefore the outcome of current trade
negotiations will beomeincreasingly important.

A National Export StratedidESP008-2012espoussavisionfori KS a9 ELIZ NI &S00 2NJ {2
contributortosusk Ay 6t S SO2y2YAO ZkPestabkshniest of a mationat bodyy R O f
called the Samoa National Export AuthofiBEAJo manage and coordinate the activities of the

whole export sectorThe NS identifies elevenbjectives to achieve the vision and five sectors

(including agriculture) that arkey to the improved export performance of the country. Important

strategies include legislation and enforcement of food safety standards, developimgoaiSarand,

develop organic products and certification, establish fair trade products registration and regulation,

train on HACCP and ISO certification of business processes and carry out value chain analysis of

potential products Therelated strategy ofmproving timeliness of market information (including

2 Taro exports valued at SAT$ 600,000 in 200%/G&ntral Bank of Samoa Bulletin December 2008.
B Winnie Fay Bell ( May,2009), Organic Agriculture and Fair Trade in Pacific Island Countries, Natural Resources
and Environment Department, FAO
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guarantine requirements) to exporting businesses &maners is presented in bot8DS 2002007

and{ 5{ H n n Bubta date there has been little discernible improvement in the fulfillment of
this function, which is split between the Ministry of Agricultaed Fisherieghe Ministries of
Commerce, Industry and Labour, and Foreign Affairs and Trade. Potential investors can find
suggestions on investment opportunities in tourism, fisheries, and manufacturing at the Ministry of
/ 2YYSNDSs Ly Rdza i NEwwwyhBl.gdviwe) 2bdeNdxitailedIrarieking 8r 6
feasibility studies; while agricultural research and extension services, in particular, have been
assessed as lacking a private sector market orientéfion.

Despite the recognized importance of the agriculture sector, thecaigentlyno agriculture sector
plan to provide a coherent policy framework for promoting agricultural development. Inevitably,
governmentinterventions in agriculture have tended to lad hoc.

1.4INTRODUCTION TO TSIELECTED SSBECTOR FOR THE STUDY

Morinda citrifoliaor the Indian Mulberry is a member of thubiaceadcoffee) family.A small

evergreen tree growing to 10 metreldlorindahas ellipticato obovate, shiny, dark to pale green

leavessimilar toO A (i NHzd & LIStIdiRD ©0 K KYEOS NBS LINP RdzOS&a T NUzA G &
which resemble miniature pineapples; initially greas,the fruitsripenthey turn from yellow to

almost white.Fruit should be picked when yellowighite and firm; when fully ripe the flesh is soft

and watery with an unpleasant smelM citrifolia has an ability to survive in harsh environments, it

is extremely saltesistant and can tolerate drought for several monthigsfound on a variety of soil

types, including sandy atoll shores, rock lava coasts and on limestone and volcani¢terrain

Ripe Morinda citrifolia fruit

Source: Nonu Samoa Website

M citrifolia is thought to have originated in the islands of Indonesia in SoutheastAgitday it

has also become naturalized on the open shores of North and South America, from Mexico to
Panama, Colombia, Venezuela, and Surinam and on many of the islands of the West Indies, the
Bahamas, Bermuda and the Florida K&y citrifolia alsogrowsextensiely throughout the Pacific
and is widely used as a traditional herbal medicine in almost all Pacific Island s8tieties

¥ Asian Development Bank. (2008amoa: Private Sector Assessme@bnsolidating Reform for Faster

Growth.Manila

> Morton, J.F(1992) The oceargoing Noni, or Indian MulberrniMorinda citrifolig Rubiaceae) and some of its

GO2ft 2dzNFdzf ¢ NBfIABSams@02y2YAO . 2GFy& nc 600 LI HNwMm
'®valentine N.(1999) A preliminary report on netimber forest products in someagific Island Countries
SPC/UNDP/AusAID/FAQ. Pacific Islands Forests & Trees Support Programme Working Paper No. 6.
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Phylogenetic research in New Caledonia has demonstratedMt@trifoliais nested within a clade

of Southwest Pacific endemic species, making it possible that it originated there rather than in
Southeastsid’. In recent yeardMorindahas become increasingly popular as a health food drink in
developed countries around the widr including the United States, Japan, Australia, New Zealand
and several European countriddarkets are also establishing in several Asian counsties as
Taiwan Korea and China.

Commercial production dflorinda citrifoliaproducts in the Pacific began in the nfi@90s with a
Utah, USbased Company, sourcing fruit juice from Tahifiahitian Noni InternationgITNI)posted
an incredibleUS $33 million in sales during its first year in business in 1997, and becaroktbee
fastestgrowing private companies in Ameriadth cumulative sales reaching US$2 billion by 2003
and overUS$ 4 billion by 2088 Captivated by the meteoric growth of Tahitian Noni and the high
prices being paid favlorindaproducts (particularly juiceseveral countries in the Pacific
commencedheir owncommercial production and expordmongst thesavere CooHlslands, Fiji,
Tonga, Solomon Islandganuatuand Samoa (Valentine, 199%everal other countries including
PNG Palay Marshall Island<iribati Tuvalu and Naurbhavealsohad somecommercial production
of noni, but overall Samoa haachieved the grest success in termsf sustainedexport value and
volume (Figure2 and Pacific countrynoni exports in Annex 1).

Figure 2: Country Share of Noni Market Valt

Tong Vanuatu

4% M

Solomo
Islands
1%

SourceCalculated from value of nonu exports 202Q07 (see data in Annex 1)

Morinda(hereafter referred taoy its Samoan namepnu) first appeared as a small export from
Samoa in 2000 with an export value of SAT$495, 000 (about 1 % of total exppgrtsjsthen

climbed rapidly to SAT$ 9.8 millicabut 30% of total exports) in 200&though totalexport value
has subsequently declined to around SAT$ 3 million in 28081 hasremaned the second largest
export product after fish (Figus8&4). It hasalso been the most significant agricultural export since
2004 when its value topped that of combined coconut cream and oil exgiéigared).

7 Johansson JT. The gemdsrinda(Morindae, Rubiodeae, Rubiaceae) in New Caledonia: taxonomy and
phylogenyOpera Botanical994;122:167.
8 Tahitian Noni International
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Figure 3: Nonu Product Exports" (2000-2008)

12000

10000

8000

6000

4000

Value SAT$ (,000)

2000

<
>
[)]
(@)]
=
c
S
®
(]
2
S
o
o
x
()
©
[
o
<]
=
o
()
f—
©
N
(0p]

2000 2001 2002 2003 2004 2005 2006 2007 2008
YEAR
B Share of total exports % —e— Value (1000Talai

SourceCompiled from Central Bank of Samoa data

Nonu has been exported as both processed juice and drigddfroducts (including in chipped and
powder forms). The higher value added nonu juice has been the largest export product (Bi§ures
6) with main markets in the U§ Japan, and Australia. Sosmallershipments have also gone to
New Zealand, Americadamoa and several other destinations (including TajiWaneaand

Europen countrie¥).

The average unit value gfiice exports has dropped from the early high of almost SAT$ 12 per litre
in 2000 and has stabalised at around SAT$ 4 per litre from 2006rds (Figur®). During the same
period the export value of dried fruit products has increased from around SAT$ 2 per pound (SAT$
4.4/ kg) to an average price above SAT $ 4 per pdkigire 6)

Export volumes of both fresh juice and dried fruit whjpbaked in 2005 have generally declined
thereafter, this decline being particularly marked in 2008. However, the first six months of 2009
have seen a rebound in exports of both juice and dried fruit products, with juice export volume and
value similato 2006 levels . Unit price for juice has also held up well (Figiges).

¥ Nonu Database, Samoa Customs Department
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Figure 4: Primary Sector Main Exports (2002-2008)
YEAR

35,000 2002 2003 2004 2005 2006 2007 2008

30,000
25,000 N

20,000 \

15,000

10,000

5,000
0

<)
o
S
&
—
<
25
L
)
<
>

—e&— Fresh Fish

—=—Nonu (Juice & Fruit)

Coconut Cream

Coconut Oil

SourceCompiled from Central Bank of Samoa data

Figure 5: Nonu Juice Exports (2000-2008)
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VOLUME & VALUE

Figure 6: Nonu Fruit Exports" (2000-2008)

" includes fruit, powder and chips
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Figure7: Nonu Juic&xports
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Figure8: Nonu Fruit Exports
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Nonu grows wild and profetey throughout Samaédlowering andruiting all yeafround. Many

nonu producers collect from these wild plants, but a few nonu plantations have also been
established, some monocropped and some intercropped with other food crops. Most plantations are
smal but at least two commercial farmetave plated areas of5 haand 16 fa. It has been

estimated from interviews with processors that there are around 85 active nonu producers regularly
supplying fruit.

Since 2000 there have been several individuals and companies purchasing, proces&Rrgaating
nonu products. Buby 2009 four companies hawsistained activities and emerged as the main
players.

Ly G4KS SINXeé& &SI N& 2PSNESFA RSYFYR F2N y2ydz LINE
much of the raw materials were beisgpplied mainly by an existing stock of trees growing wild

around the countr§f. Production was stimulated through a national nonu day event and promotion

of the crop led by the product processing industry. Howevarind) the slump in export demand in

2008 much fruit was going to waste and several growers had cut down trees.

2. STUDY METHODOLOGY

Theobijectiveof thisstudy wado collect data and information and analyse this and draw key lessons
and recommendationslhe study focusd on thefollowing questbns
A What market and institutional innovation in supply chains might help smallholder
producers?
A What are the dynamics associated with this pathway of commercialisation and what
critical conditions are necessary to allow smallholder farmers to take adgeraf new
opportunities?
Al2g KIFHra GKAAa aadz00SaafdzZ ¢ SyYyGSNIINRAS RSIf
What measures encourage value chain participation by smallholder farmers?
What is the potential for scaling up and multiplying thist dzOO0Sa & Fdzf ¢ LJ (Kgl &
country and across the region?

> >

% Samoa Monetary Policy Statement 2004/2005
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These questions were addressed through desk reseesshssingecondary datawith extensive
review of government documents arstiatistical dataandinternet researcf. Additionallyempirical
research was undertaken througiterviews (using a sersitructured formaj with key informants
includingnonu processors/exporterand relevant government and NGO persontederviewswere
also carried outvith nonu producers (farmers and collectors) looth main islands Upolu and Savaii.
Information collected in recergurveysn 2007/2008from nonu producers by the Ministry of
Agriculturé?was also reviewedrield visits/observations were also carried out at farm sites and at
processing factoriell primary interviews were conducteduring July/August 2009.

3. KEY FINDINGS & DISE3JON

3.1 VALUE CHAIN OF THERGETED PRODUCT

An overview of the nonu juice value chain is shown in Figure 9. The figure only considers share of
consumer price for juice on hSamoa domestic market and the US export market. Prices used in
the calculations are averages obtained from a survey of prices.

Nonu fruit is produced by village farmers in small cultivated plots, collected from wild plants growing
onfaround village fAlY f I YR | YR a6l Ol @l NR&A£€X YR 2y RSRAOLF (¢
Fruit is purchased directly by processors at the farm gate for spot prices. Processors also utilise

village agents to notify farmers/collectors of their needs and to help organisghpses of fruit.

Radio broadcasts are sometimes used to alert farmers of processors buying needs. Some
farmers/collectors deliver fruit directly to processing factories and receive spot price cash payments.

One processor has sep operation in Savaii artovides some supply of juiteulpto a larger

processing operation in Upolu.

Farm dried product is marketed in a similar way as fresh fruit. The majority of farm dried fruit is
produced in Savaii where an extended shiédf and reduced bulk is usefidr transport back to
Upolu where the main processing factories are located. Haxl solar dying reduces moisture
content to about 20% and is a rather crude process.

Green fruit are roughly chopped and spread on mats or roofing iron laid out sutlheClimatic
conditions of high humidity and frequent showers results in an inefficient process and frequent
problems with mould, which results in a significant level of rejects by buyers. The product is further
dried by processors to about 8%moisture before being milled into products of different

coarseness.

All the current processors export juice and most also export other dried products such as chips and
powder; at least one operator exports dried nonu leaves. Some of the products being marketed a
shown in Table 3. The domestic market demand is currently very small and the bulk of nonu
products are exported.

A study carried out in 2006 on the Application of the égjtural Science and Technology Innovation (ASTI)
methodology to analyse noniMrinda citrifolig innovation system in Samoa and Tuvalu, Viliamu lese
(University South Pacific) and Mary Taylor (Secretariat of the Pacific Community) provided usefutioform
*Crops Advisory Section Report (unpublished).
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Table 3 Selection of Nonu Products Marketed by Samoan Processors

Product Description Market

PETBottled juice(various volumes 0.8..25 litre) Domestic & Export
Thejuice is filtered and can be pasteurised or

unpasteurised. Some juice product is flavoured

with local honey. Certified organic product is alst

available

Bulk juice in drums or bladderSpace Kraft Export
Containerg(various volumes 2@ 1000 lire)

Mostly filtered but not allprocessorshave

capacity to pasteuse large volumes

Sun dried sliced (chipped) fruit with or without Export
seed, organic certified also available in limited

guantities

Several grades of milled nonu powder (e.d)(, Export
500, 800 and 1000 Micron)

Dried nonu leaves Export
Nonu soap Domestic

Exporters market through direct contactsord of mouth and through very basic internet marketing.
Some processors have established regular market buyish provide some predictability in demand,
howeverad hocpurchase is commorRrocessors have indicated that they have incurred difficulties in
meetingad hocbulk orders for dried products because of capacity constraints in drying technology
available to them Unpredictability of the market has resulted in bottlenecks in the supply chain.
Significant transaction costs are incurred by procegsgporterstrying to establish and maintain
markets. Some international development support has been provided for attendance at trade fair
events, but generally promotion of Samoan products has lacked sufficient resources to deived
impact.

The industry has begproactive and dynamic in its attempt to upgrade product quality and maintain
standardsmost processors have upgraded plant atidve tohave HACCQRSOstandards in place.
Reportedly no shipments of nonu juice from Samoa have been rejected on expoetm&nk203 a
regional industry association waagistered- Pacific Islands Noni Association (Pfi\hichhas
promoted quality standards and facilitated technical support to members in this bref09 Samaa
processors formed their own industry associattbe Nonu Association of Samoa Incorporat®thAS
Inc.¥*. With the supportfrom a local NGQprocessors have gained organic certificatfon

% PINA was formed in 2003 to assist in promoting Pacific Noni as the premium product in the growing global Noni
market

*'NAS Incobjetives: i) to secure complete organization of the Association, pyamote, protect and maintain

just and proper treatments of members in all aspects of their nonu related business, iii) to represent the interest of
the members to the Samoan Government, to negotiate all matters rtelating to the promotion and developfment

the Nonu Industry in Samoa and iv) to do all such things as are incidental or conducive to the attainment of the
above objectives. Membership to the association is open to any person who is actively involved in the growing,
manufacturing, processing amdarketing of Morinda citrifolia an charges a subscription of SAT$100 per annum
**Women in Business Development Inc. (WIBDI) has supported organic certification by NASAA of producers and
processors
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Processors/exporters have recognized thppellations of origin, based on strict standards, quality
criteria and production methods arewseful promotional tool for their product#t present grice
premium is offered to farmers by some processors for certified fruit (quoted premiums have been a
much as 3660%), whilst quoted prices for at least one processor indicate that they are selling organic
product with a premium of 1£20%.

Table 3 shows the value of nonu fruit and juice to the Samoan economy and the relative share in the
value obtained i the farmers and the processors.

Table4: Value of Nonu Fruit & Juice to Samoan Economy 22008

SAT$ THOUSANDS

TOTAL VALUE NONU IN SAMOAQZTDS 33,438
C!lwaowQ{ {1!w9 Lb =%![|56975
C! wa 9 wQ{INVALUED¥FBRY FRUIT 2,346.57
C!lwaowQf{ {1 !'w9 hC ¢h¢!804407
twh/ 9{{hwQ{ {I!w9 hC :25393.39
ClwaowQ{ £z hC ¢he¢!l [ +!241%
twh/ 9{{hwQ{ 2 hC ¢h¢! [759%

The total value generated by the nonu value chain to the Samoan economy is estimated to be around
SATH odp YAftAZ2Y oO6!{P mModn YAfEtA2Yy0 YR 2F (KAAZ
whilst the processors share has been around 6&bled). However, darge share in value added does

not automatically imply high profits and income. Théueaadded of the processor includes amongst

other input costs, wages, interest payments, rents, depreciation, and direct taxes. Indeed, income and
profits make up only a relatively small proportion of the value added. Nevertheless, from a-macro
economic pint of view, the value added is a more important parameter than the income of the chain
operators. Eventually, the growth generated in related service sectors should also countpoqgero

growth.

i K

In 2005, the peak year of production, around 1.5 millitnes of juice was exportedhich is equivalent

to about 3 million kg of fresh fruit processed (assuming a 50% extraction aaté)also 167,000 kg dry
fruit (8 % moisture content)was exported which is equivalent to around 768,000 kg of fresh fruit
processed. Therefore total fresh fruit processed in 2005 was around 3,800 tonndist in 2006 and

2007 respectively about 2,120 and 2,300 tonnes were processed. But by 2008 the amount processed
had dropped to around 1,500 tonnes. This fall in thropgih of fruit processed implies increased unit

cost of production at a time when international prices for juice have generally been declining. This
inefficiency isa factorchallenging the competitiveness of the Samoan product on the global market.

Reported farnyields in India (from an-gear old nonu plantation) is about Zb tonnes/ha whilst
potential yields in Hawaii (from a well managed plantation-g£&r old trees) is estimated at 382
tonnes/h&® . Therefore under good plantation management around hd@ould potentially produce

iKS oXynn G2yySa LINROSaasSR Ay {lFY2rQa LISI] &S8IN 2

% Nelson, S(2003).Noni Cultivation and Productionifa waRPrdoceedi ngs of the 2002
Conference, S.C. Nelson (ed.), University of Hawaii at Manoa, College of Tropical Agriculture and Human
Resources

Ha we
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3.2SWOT ANALYSIS ANDYKIUCCEFRACTORS

= =

=A =4 =4 -8 -8 -4

STRENGTHS

Nonu easily propagated, grows profusely and
fruits yearround in Samoa

Perennial treecrop with potential to enhance
environment

Easily integrated in traditional mixed farming
system

Currently requires no external inputs and low
management to sustain a yield

No serious pest and disease problems to date
A low risk commercial crop with easy entry and
exit for village farmers

Significant area of land certified organic

Nonu processors certified for organic productio
Value chain development is private sector drive
Relatively simple processing to add value
Experienced processors/exporters operating
Industry initiatives to form Nonu Association ant
maintain operational standards and quality of
products

No quarantine issues for export products
Geographical compactness of Samoan islands
relatively good road and domestic sea transpor
network

OPPORTUNITIES

Agronomic research and extension to improve
farm productivity

SROS support for product development and
quality analysis

Expansion of organic production/certification
Branding and possible fairade label
Diversification of products

Trade facilitation support under EPA, PACER
PLUS and other development partner
programmes

Support for improved fruit drying technology
Support from proposed NEA for market
intelligence, penetration and promotion
Improved coordination and integration of value
chain

il

= =

= = =

= =

WEAKNESSES

Limited knowledge on horticultural managemen
of the tree to maximise and sustain yields and
improve productivity

Not a priority crop for government research ani
extension services

Limited capacity at both farm level and
processor level to efficiently dry fruit

Lack of coordination in production, processing
and marketing

Limited market intelligence

Limited capacity for product promotion in expol
markets

Trade issues not well understood by the indust
No clearly defined government policy

Lack of scientific evidhee for some claimed
benefits of nonu

THREATS

Increased competition on international market
coupled with falling prices

Loss of consumer confidence/interestrinnu
products

Failure to meet market SPS standards
Possible negative health issues dudapse in
food quality standards

Depressed farm production due to outbreak of
pests/diseases or other natural disaster
Increased opportunity cost of rural labour
Macroeconomic weaknesses including high
inflation and appreciating REER
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| SUCCESS FACTORS

Initially high international prices for nonu juice, a relatively easily available supply of fruit from existing
wild-growing plants and a core of experienced processors/exporters seeking new opportunities
combined to stimulate the growth of the nonu indagin SamoaThe collapse of the taro and cocoa
AYRdAzZAGNRASAE FTNRBY RAaASIFaAS FyR Oeoftz2yS RIEYIF3IS Ay GKS
bans in key markets 2002and closure of the copra mith 1999meant that few opportunities were
available to farmers to earn casiNonu fitted well into the traditional system and could easily be
incorporated into the daily routines of seraubsistence farm lifestyles offering a needed opportunity

for spot cash earning. Nonu under current management systismot labour intensive and is a flexible
addition to the farming system which allows farmers to enter into commercial trade when the market
price is attractiveand easily exit when it is noGrowing wild or integrated into a traditional mixed

farming ystemnonucan offer cash earning opportunities without negatively impacting on staple food
crop production; nonu therefore has positive benefits for enhancing food security.

Agro-ecological conditions are good for yeaund production of nonu fruit anthere are few pests or
diseases impacting productioband access/availability is not an issue at farm level and the low input
production system requires minimal cash inputs. Turning fresh nonu fruit to juice is a relatively simple
process easily masterday the local industry, which has readily invested in appropriate plant and
expertise (includingn food technolog). Relatively few processors are in operation which has helped
maintain product quality; the formation of industry associations (PINA and the Nonu Assooiation
Samoa Ing.has strengthened capacity and resolve to maintain industry quality standards;Hasre

been no consignment rejected from overseas and local buyers since the beginning of thechastry.
Processors have progressively insisted on fresh and dried fruit of the correct quality from producers.

Processed nonu products have good stidfand do not face stringent quarantine issues of fresh

produce for access to export markets. The higher value lower volume processed products reduce to
some extent freight costs. Geographical compactness of the Samoan islands and relative good road and
domesic shipping network facilitate farrgate collection and delivery of raw materials to processors.

Menz and Flemirfg (1989) identify five major criteria that can be used &s#ss the value of an export
crop to smallholders in geographically dispersed caaatsuch as thedsith Pacific islands. These are:

1. Adaptability and ease of production, with an absence of any major pests and diseases;

2. Simple, valueadding processing activities, requiring relatively low cajiatstmentand simple
technologies;

3. Storaility of the processed commodity, and resistance to damage during handling and

transportation;

High valueweight ratio; and

5. Sound world market prospects

B

" Quoted in Andrew McGregor (2005), Diversification into Highue Export Products: Case Stwed Papua New
Guinea Vanilla Industry, FAO AGSF Working Document 2, page 20.
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Nonu fits well with most of these criteri&ut with the dried product better fulfilling criteriatéhan juice.
Also at the current time there is something of a question mark regarding future world market prospects
(criteria 5).

3.3 TECHNICAL, INSTITONAL AND POLICY I&ESU

Investigating why things might be working in spite of adversity@arceived constraints is a primary
focus of this studyTherefore, his section overvieasome of the perceived constraints to agriculture
development and how these have impacted on the development of the nonu sector in Samoa.

ACCESS TO LAND

Land is cemtl to the economic development and stability of the cultural structure of Samoa.

The Samoan Constitution recognises and defines three types of land tenure: freehold, public and
customary. Of the total land area in Samoa, about 81 per cent (about 565:86€) & estimated to be
customary land, 11 per cent freehold land (about 77,100) and 8 per ceou{®7,400 acres) public
land’®. The Constitutioralsostipulates that customary land should be held and administered under
customary law

Under customaryaw there is a right for Samoans to use, cultivate, live and build dwellings on family

lands provide they serve thmatai (head of family, customary chief). Land inheritance-mbial with

women also acquiring land rights through their linedge/ G KS (i N¥BaRdaiithedayds are F I QI
owned by the extended family or aiga, just as they own the chiefly matai title to which they elect one of
their members. Once elected to the family title, the matai has [falghority) over the members of the

aiga and the lands of the aiga. Therefanederthe customary land tenure system, the allocation of

property rights related to village and extended family lands is based on the understanding that the right
2F WdzaSQ YR 2F W24ySNAKALIQ 2F fFyR Aa aSLI NIFGS
¢CKS FLIINByd 101 2F WO2YYSNOAFEQ yIlGdz2NB 2F GKS i
has been the subject of much debate and discusglogenerally held view is that increassecurity of

tenure, especially when coupled with access to @rexn help poor farmers in developing countries

invest more in their land, thereby improving agricultural productivity and raising farm income.
Consequentlsomeresearchers have viewed the Samoan land tenure system as an impediment to
agricultural devedpment®

However, with the increasing importance of cash cropping, the tendency to allot portions of family lands

to be worked by individuals or nuclear families has been greatly accentuated in Samoa. Newly cleared

land that is held under the modified sgs operating today may be calldédnua totin®z & LIS NBR 2 y I §
flIyREZ 2WNUadelY LERGAzZElYIRGIO St 2y IAyT 2yt e (2 YSEéd ¢KAA
lands still held and worked by the entire extended family according to traditional rules. These extended

family lands are callethnua tau le suafa®d & [ | Y R | LILIJdzNII S yfanuA fai tele2andi KS G A G S
g2N] SR 0oMSKVNYy & ®éath maintaingtkat the change in tenure systems has proceeded

%8 Asian Development Bank (Decemi2€@05 6 ¢ SOKY A Ol 1 aaAradl yO0S (2 GKS LYyRSLISY
t NPY2OGAY3 902y2YAO | a8 2F /dzali2YINE [ YyRZI¢

#nternational Monetary Fund (200MIF Country Report No. 07/184, Selected Issues and Statistical Appendix

& Asian Development Bank. 2008amoa: Private Sector Assessme@bnsolidating Reform féraster Growth.

Manila.
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to the point where the majority of village lands is now held by individuals rather than extended families,
and is inherited directlybit K23 S AYRAQGARdzZ f 3Q OKAf RNBYZ NI GKSNI (K
matai titles as in the traditional system.

This dramatic change in customary land tenureoissideredsignificant for two reasons. First, it shows
that Samoans are not rigimt bound by tradition. They can and do adapt to changing economic
circumstance. Second, the security of land rights is increased under the modified system because it
assigns tenure to the individuals who clear the land, and inheritance rights are assigiesively to

their children. Thus, except where the modified system may come in conflict with the Land and Titles
Court. Security of tenure is much greater under the modified system than it was under the traditional
system. Because of this, security eftire is not presently considered a significant cause of low
productivity in village agriculture, as it may have been under the traditional tenure system. Instead, it is
the low economic return to agriculture as compared to other sources of income whind sgnificant
cause of the stagnation of village agricultifrdndeed, experience has demonstratétt in the past

when markets for agricultural products have been strong (@agana, cocoaaro, kava), issues related
to land tenure and land accebave not been a major constraint to smallholder participation in the
market. Furthermore customary tenure has assured rural households a level of subsistence security
that buffers them against the need to engage in socially or economically destructiled'tra

Sakeholders in the nonsectorconsulted in this study unanimously did not consider land access as a
significantconstraint to smallholder commercigdition or development of the nonu industry.

LABOUR AVAILABILITY

Smallholder village agriculturelies predominantly on family laboubut a few more commercialised
farms employ some wage labouAgricultural mecharsation is not widespread and most farm activities
rely on manual labur and simple hand toolg his overall situation is true for noraultivation and fruit
collection;thereforethe availabilityand opportunity cosof labour arefactorscritical to the

development and competitiveness the nonu industry.

Generally, availability of labour has not been considered a constraint to agrayroduction and
commercialisation in Samoa, howewarious factors includingnigration,remittances, seasonal
overseadabour programmesurbanisationgrowth of rural tourism activitieand social obligations
(including subsistence food productiompinge on the opportunity cost of labour for commercial
agriculture. Alsg often missed in the focus on cash income generation are the many other types of
work that result in village and family security and whichid social capitafor individuals andamilies
Whilst the minimum wage ratecqrrently SAT$20/hr, goprox US$.95 may be used in gross margin
analysis, the actual opportunity cost of family/village labour to participate in commercial agriculture
may be considerably highahat appears €lar is that high returns to effort are critica encourage
participation of semsubsistence farmers in mommmercialagriculture Unfortunately, therdasno
data oneither land or labour productivity for nonu in Samoa and hence no information on wdnich
establish current returns to effortn the early years of the nonu market growmpihocessorsare reported
to havepaid afarm gate cash price of SAT$1 per kg for nonu,fwtiilst at market lows the price
dropped toas little as SAT$ 0.20 per kg;r&cemany farmers considered too low to justify effort.

FINANCE

% Samoa Agriculture Census (1999) section 2.19
% Deborah Paulson and Steve Rogers (1997) Geoforum, Vol 28, No 2,-p7173
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Four commercial banks, the Development Bank of Samo&dingoa National Provident Fund, two
microfinance programs, and one small business fingmogramrun by theSmall Business Enterprise
Centre(SBECprovide business developmefimance ¢redit) in Samoa. Reported interest rategser

recent years haveangel from 11% to B% from commercial bank&igure 10) an@0% to 22% for
microfinance Lending to the agriglture sectorand manufacturinghas comprised a small proportion of
O2YYSNODAIf ol y1 Qadlttld o2rio gréwthbwirRecettyéars &g Red Jfhe

Development Bank of Samoatli® major lender to agriculture and, sin@®04;more than 50% of its
lending has gone to the sectaiVhile bank management indicated that it will continue to support the
sector because of its importance to food production, it also noted the higher levels of hisge risks

have contributed to a highate of default loans in this sector which at end of FY 2007, represented 68%
of total default loan repayments. With limited market outlets for agriculture produce, the risk of default
loans would continue to be a concern to the Bank, and would be takeragtount in DBS future

lending to the sectd?.

The largest provider of microfinance for productive use is the South Pacific Business Development
Foundation. A charitable foundation registered in Samoa and the United States, it provides small,
unsecuredoans to groups of rural women and othelisuses a group guarantee system similar to that
used by the Grameen Bank/IBD also run a small microcredit scheme, but it only has sonzd @0
loans outstanding. Its small number of loans reflects cautiaivimg loans, which generally carry
interest rates below those of profitable microcredit institutions in other parts of the warld

Figure 10: Overall yield on CBS securities and commercial banks interest rates
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Apart from in 2006 when there was a liquidity crunch in the banking system commercial credit has
generally been available for productive business development, but at a high price! Nonu

% Development Bank of Samoa (2007) Annual Report
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processors/exporters do use commercial bank créalerdraft facilities) for their business operations.
KIS ta2 Ay@dSaisSR
diversify their business activities. Nonu growers/collectors useitqgut systems and their operations

{2YS

LINRPFAGA FTNRY SI NI e

arenot considered to have been constrained by lack of credit.

Figure 11: Commercial banks credit to the private sector and public institutions
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Figure P: Commercial Banks Total Liquidity
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Public support for nonu industry developmegbfernment financand donor fundshas beenvery

limited to date. Some technical assistance has been provided to support product quality improvements
(e.g. HACCP trainingid some assistance has been provided forradnce afpromotionalevents such

as trade fairsProcessors have indicated constraints in financing capital improvements in plant (for
pasteursing juice) and for better drying technology. Some processorsaitelil difficulties when dealing
with applications for donor financ&he President ahe Samoa Nonu Association hoped that this
recently formednstitution would help attract and facilitate publgrivate partnershipso support the
industry.

I Ddty Supension Schem& diritréduced by Cabinet decision in late 198%ncourage and assist
exporters who produce mainly for the overseas market. The scheme is designed to assist regular
exporters to import raw materials/inputs required for export productioitheut prior payment of duty
but some processors complained of difficulties in Hugeaucratigprocess to access this scheme. The
subsequent tariff reforms outlined below havemoved duty on most inputs for nonu manufacturing.

Major tariff reforms wereundertaken in the 1999 and 2000 budgets. The tariffs on most business inputs
were reduced to 10% (from previous rates of 35% to 42%) and on most consumption good20&010

(from rates of 50% to 60%). Some remaining anomalies were addressed by the SiutbeeromT ariffs

in recommendations delivered to the Ministry of Commerce, Industry and Labour in April 2007 and
subsequently approved by CabiréfThese recommendations related principally to the removal of

tariffs on business inputs such as animal feed and packaging materials, fishing gear, tools and equipment
used in handicrafts, and raw materials used in the garment indtistry

Further governmat assistance is available under a scheme to support development of motels
/hotels/beach resorts and manufacturing enterprises. The benefit of this assistance is accorded to
exporters within the manufacturing industry to import duty free building materiplant and
equipment directly involved in the production of exported products. Strict conditions aNplyu
processors have made use of this assistance

| HUMAN RESOURCES

Nonu is a familiar plant in Samdayt it has generally been growing wild or removasia weed from
productive areas. Therefore little indigenous knowledg@vailable for cultivation as a commercial crop.
Neverthelessy 2 y dadlific growth has made it a relatively easy crop for Samoan farmers to tend and
sustain a yield fromThis hadeen a fortunate factor as little research and extension support for
development of the crop has been provideddgyvernment services

Participationin the industryby several experienced adyusiness entrepreneurs in Samoa lheen vital

to the success of the processing and exporting of nonu prodiitis main players are generally very
experienced business operators and have supplemented their knowledge and skills with appropriate
technical skills supportSome have considerable experie with agrbusiness and tradé heir

willingness to innovate and take risks has been invaluable for the development of the nonu industry.
Without the resources and investment of these business operators the nonu industry would not have
flourished in Sama. Most of these entrepreneurs run diversified business activities which helps ensure

¥ Samoa. Subcommittee on Tariffs under the auspices of the Trade, Commerce and Industry Development Board,
Tariff Review Repo(Apa: Ministry of Commerce, Industry and Labour, April 3007
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their viability in a challenging market environmeRowever, there is risk that processors with
diversified business activities will more readily abandon nonu iffgrdfop (due to lower world prices
and farmers reluctance to haest at lower farrgate prices)whichwould effectively kill opportunities
for farmers to market their crop.

A culture of entrepreneurism with associated skills in business practice isicegpread in Samoa,
particularly in traditional rural village societieShe key industry drivers in the nonu sector have largely
come from ethnic and/or family backgrounds which have a developed business culture.

ACCESS TO PRODUCTINRUTS

The currentnonu production system is low input and does not rely on input market supplees
enhance market appeal of Samoan nonu there is genergltgfarence for growingn an organic
production system without the use @forganic fertilizerherbicides and pestides In the early years of
nonu production planting materials (seedlings) were provided by some procedsons can also be
propagated from cuttings

Simple traditionalwoven coconutieaf baskets used for collecting/carrying fruit

Nonu processorscur high costs and inconvenience because they havmport their packaging
materials such as bottles, boxesorage drums andlsoordertheir labekoverseas. Reportedly, some
suppliers have refused to supply with packaging materials because orders were below the minimum
guantity. The processorseportedthat this aspect of their businesses has proven to be very expensive
over the years.

| INFRASTRUCTER

The Samoan nation is geographically compact by Pacific standattdshe two main islands accounting
for almost all of the total land area of 2,820 kwhich eases transpband public service delivery.
Adequate road’ and domestic shipping infrastructure is available to connect nonu producers to
markets.Most nonu processors have orgaseid farmgate collection and payment using their own
vehicled’. Processors also purchase at the factory from producers who can detifagheir own
transport. Whilst escalating domestic fuel prices have impacted on the costs of transport Samoa has
maintained relatively competitive fuel prices at the pucgmpared to other Pacific islambuntries.

* There areB80 kilometers of roads, over 90% of which are paved
Bl processors/exporters have collecting trucks that are usually sent around Upolu and Savaii to collect fruits, but
agents in respective districts also pick and transport dried nonu.
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In 1998, the government introduced acdntrolled effectively new supply and pricing arrangements by

owning all petroleum storage facilities and tendering out operation to a supplier every five years. They

have also separated the supply of fuel from distributieaving this to local businesseAs a result of

this arrangement Samoa has been one of the countries in the region with lowest wholesale and retail

fuel priceg®. In contrastElectricity costs are among the highest in the Pacific reflecting the rising cost of

fuel inputs, the ineffi@nt tariff structure, and shortfalls in management of the statened monopoly.

A 15% tariff increase was made effective in early 2007, representing the second 15% tariff increase since

2001%,

Thee arefour deepwater ports in Samoa at Apillulifanua, Salelologa and Asau, ibhe Apia Port is
the sole commercial Port handling 97% of all foreign trade cardpleas in the past couple years
undergone an extension to its berth, container storage area and container ek pia Porhow

provides two berths, a 12,700 square metres container yard, two cargo sheds (2,541 square metres and
2,486 square metres) and a staging area of 4,500 square metres giving it an increased capacity to receive

more shipping tonnage. In addition to this, the Poffiers two 25ton pollard pull tugboats for berthing
Manoeuvuré’. International shipping lines service Samoa fortnightly and provide services to New

Zealand and Australia via the Fiji Islands, Tonga and the Cook Islands. The Greater Bali Hai operates

fortnightly to and from Apia, Japan and Korea. It also provides fortnightly services between Fiji, Apia,

t-32 trF323 t1LISSGEST bdd dzQF € 2FF3 b2dz2ySts {lyid23s |2

Los Angeles and San Franciéd@ontainer fees are STA350 per container, at par with those of

regional ports. Users consider the port as quite efficient, with faster turnaround times than others in the

regior.

No detailed investigation of processors technical plant was made in this study, but it is generally
observed thajprocessors have invested in appropriate technol@giich is not very compléxbut not
all have been able to secure pasteurising equipmenteal with bulk juice quantitieglsoequipmentis
not currentlyavailable to sterilized dried fruit produetProcessors indicated their lack of capacity to
efficiently dryfruit and a need for improved technology for this

Solar drying of fruit

Whilst all processors have IT equipmeot allhaveawebsite to advertisand market theiproducts.
Modern commercédincluding global nonu tradéhcreasingly involves electronic exchangeom
electronicsignatures orcontracts to purchasing over the Internet. The ability to perform commercial
transactions electronically greatly reduces the costsaftracting and is especially important for

% Energy Review 2008, Ministry of Finanbétp://www.mof.gov.ws/publish/
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countriesthat are far from the main markets witlvhichthey deal However,Sanoan exporters have
yet to take full advantage of Electronic Transactegislationput in place in 2008

MNFORMAHON

Supply and sharing ¢fformation is possibly one of the weakest areas in the development of the nonu

industry. There is little informatn available to farmers on tree management and improved production
technology, or on the gross margin and returns to effort under different management sysieespite

y2ydz KI gAy3 6SSy {lY2FQa I NBSadG | FiMdrdD faf MAEZINT S E LI

No consolidated and utp-date information is readily available on the world market. Lack of rigorous
scientificevidence on claimed health benefits for nonu products poses a potential risk to sustained

future market demandProcessorsdicated that they rely largely on their own research for information

on processing technology and marke®NA has provided support in this areat some processors

have commented on the high membership cd%is return for limited services provide@his has led to

I a2adSY 2F G3IANRPdzLXE NBLINBaSyidalagAaAz2y GKNRdIdzAK GKS {!
individual voice in the decision making processes obtiganistion. Recently several of the processors

in Samoa have initiated a local NoAssociation and included in the membership at least two Nonu

farmers

| FACILITATION AND KINGES

Thenonu industry in Samoa has been developed through private sector drive and facilitation with no

specific government support having been accorded. Indgedernment has no particular polion

nonu and remaingargelyreactive towards industry need¥he SamaaNonu Association could help to

strengthen dialogue and linkages with government servidagas for potential government support

are inproductivity research and extension, product development godlity assurancemarket

intelligence product promotionand trade facilitationThe SROS could betaong partner to the

industry assisting with product development and quality assurafbheMCIL and MFAT retain an

important role to fulfill to support market development and fiacilitate trade. In order for this support

to be forthcoming governmerfirsty SSR& (2 | OO0O2NR | KAIKSNI LINA2NRG&
agricultural export idustry.

Continued support and facilitation by WIBDr organic production and certification will b@portant to
help differentiate and add value to Samoan nonu products on international markets.

CONTRACTING

The nonueconomic exchangsgystemis marketdrivenwith international market demand and prices
beingthe key drivers attracting and sustaining local dmrsiness participation in thealue chain

International demandndprices directly impact on processor/exporter operations and profits.
International market signals also impact on the prices paid to produces, but not directly, as these prices
are modifiedbothby LINE OS a & 2 NB Q anNprofitirotdesA 2y 02 a0 &

Nonugrowersact as individuals in theonu economic exchange system which limits their power to
negotiate with buyers. Periodic acute needs for cash (e.g. to pay school fees or forféahaiglave)
mayimpel themto take low spot prices offered by processors. Howedaring times of good
international market demand, there has generally been a good level of competition with up eight or

¥ PINA annual membership fee of FJ$ 300
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nine processors buying fruikthich has helped to hold up prices for growdfsrthermore the
combination ofthe strong subsistence base andmmunalsystemoperating inSamoa hasffered
villageLINE RdzOS NE { K Si N TRNSEGhSiiabkiyceaing thelr Yharket powe

However,Duncanand Nakawaf suggest that ccommunal systers) with their strong clan loyalties, do
present difficulties fothe establishment of a market economy because markets depend heavily upon
transactions between parties that do not know each other. The close clan tigeane hand and the
long-standing distrust of other groups on the other hamgan that there is littleof the kind of trust

(social capital) that is needed imaarket economgy. This situation is apparent in the nonu supply chain
where producers generally have a strong mistrust of processorsiadtitical of what they believe to

be excessive profits mad®/ them. In contrast, some processors have expressed views that producers
expect high payment for little effort and that they do not understand market systenappreciate
processordiighoperational costand risks.

At the international market level pcessors incur high transaction coftis negotiating, monitoring and
enforcing contractsFrequently sample products are dispatched to potential buyers, but this does not
alwaysresult in future orders madeéDne pocessoralso reported difficulties witlsignificant unpaid bills
for delivered ordersMost processors have some established buyers to which they can accord
favourable prices because the mutual trust between selerd buyers haseduced transaction costs for
both parties, but further developnd in this areaof international contractings desirake.

3.4 MAINTAINING A COMPETVE ADVANTAGE

Dt 26Ff YIFINJSGa INBE ReylFYAO YIFI{Ay3a aO02YLISGAGABSYSa
respond to change to keep up with competition is theregfan important attribute necessary in a

modern market economySamoan nonu has enjoyed a comparative advantage todlateothe
naturalresourcebase but significant efforts will need to be devoted to maintainocampettiveness ira

changing world mau.

The global market for nonu is reportedly contracfihgt the same time as new playersthe
PhilippinesMalaysia and India are entering into production. These new players have good processing
capacity and the ability to reduce unit cost of ravaterials under plantation mode of production.

Samoa needs to increase the efficiency, organization and innovation in the supplyTdatia is
considerable opportunity to increase both land and labour productivity as virtually nothing has been
done in his area to date. A particular priority is to establish a profile and gross margin for nonu
production under different management systems in order to better inform farmers on ways to lower
output costs whilst also improving returns to effort.

Coordinatia of farm supply with processors demand is another area which could be improved.
Currently wastage occurs due to the timing of collection from farmers and the ad hoc market demand.
Loss at the faragate of ripe fruit which is not purchased reduces retumeffort and increases

FI NYSNDa RA&ACf t dzawhisythé Sppartuniyyfo dily kbt ankl feRadzésé Mdre of the
ripe product is available to farmers, capacity to dry the fruit is limited and this often results in poor

¥ Ron Duncan anHaruo Nakagawg2006).¢Obstacles to Economic Growth in Bacific Island Countriés®orld

Bank, WashingtorDC

*% Local processors quote world nonu market value as US$ 800 million in 2006, US$ 640 million in 2007 and US$
570 million in 2008. Source of this data is unknown.
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quality product whichis rejected by the processors. Simple solar drying technology could be explored for
use at village level to improve the efficiency and effectiveness of fruit drying and thus reduce rejections
and improve returns to effort. Improved drying technology atgessor level is another potential area

for investment.Currently processors have indicated that they are constrained to meet market demand
for quality dried products.

The small processors in Samoa will increasingly have to compete with larger scaleararfagturers

that can benefit from economies of scale in processing technololgie®ased througiput and

consistency of operation for processing plants would improve efficiency and reduce unit cost; however

this is largely dependent on securing predidtaexportmarket demand. With increasing price

competition it will be essential to maintain high quality products and differentiate and brand these

accordinglyp b2ydz LINRRdzOG a 35y Soadl rhaikeét with deindndihgl & f dzE dzNE € ¢
requirements on gality and other environmental issues of production. These factors may be more

important for consumer choice than simply price. There seems to be opportunity in Samoa to expand
OSNIATFTASR 2NHIYAO LINRPRAZOUGAZ2Y 27F riefing. GurrenyyRorgdriz 8 8 A 6 f &
production in Samoa has high level political support and there is a concerted regional effort to enhance
capacity and opportunities in this arda 2005, 104 tons ajrganically certified nonu was exported,

which amounted to aiincrease of 50% from thgrevious yearThe nonu industry needs to take full

advantage of this positive development environmeiomen in BusinedSevelopmentnc, a non

government organition, are currently the only organation assisting farmers (armbmetimes villages)

in obtainingorganic certification Currently,3 nonuprocessing plantand213farmersincluding one

whole village, are organicalbertified to international standards by the National Association for

Sustainable Agriculturdustraia Limited(NASA).

In December 2004, through effort§ PINAandwith development assistance from the AEP Centre

for the Development of Enterprise (CDE), 26 Pacific island nonu processing companies received approval
to export nonu juice to the EU merabstates. However, despite the potential access to the EU, Samoan
processors have to date failed to significantly penetrate this matkgproved market intelligence,

linkages and promotion are key factors for market development. The relatively smalimdustry in

Samoa does not have the resources and capacity for undertaking market intelligence studies to identify
market potential and specific market opportunities, or for rigorous promotion of its prod\i¢tslst
marketresearch is ultimately a prit@responsibilityexport promotion agencies and development
programmes could be helpful in collecting and processing relevant data. A profound understanding of
end markets is in the interest of all chain actors involved as they all depend on the samensuders.
Basidnformation on end markets has the character of a common good that is shared among chain
operators and therefore there is room for government/ external development agencies to conduct,
facilitate or commission market research asemsential contribution to chain upgraditig

The characterisation of markets is very important since it highlights the importance of factors such as

shipping frequencies and freight costs, packaging requirements, tariff and quarantine barriers, insurance

and exchange rateé\s such, a number of interventions are required by the government to help reverse

the downward trend and stimulate the industry so as to regain export competitiveness. To that end,

appropriate actions are needed to create a strong nadicnonu policy and a robust institutional

FNFYSE2N] = SyKIyOS GKS LINBPRdAdZOSNEQ G(GSOKyAOlt SELISN

*The Value Links Manual. The Methaalyy of Value Chain Promotion. Gitip://www.value-
links.de/manual/distributor.html
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support market development through assistance for market research and prom&iomotion is a key
factor formarket development.

TNI has been a key player responsible for waride promotion ofnonu products;however the

approach adopted has been to make wide scale claims for beneficial attributes with little scientific
evidence to substantiate these. To date there is still a lack of clinical trials to support the many health
benefits claimed for nonuror ingance, whilstthere may beanecdotal evidencen the beneficial

effects of nonu for blood pressurthere is no scientific evidence to support fiisa move forward in

this area could help boost and sustain wasllesand prevent nonufalling out of fashion in a dynamic
health food market.

In Samoa the@vernment is the majoservice provideto businessesvith inputs in the ports, shipping,

water, electricity and telecommunicatioiihese activities are major coséntres in any busess budget

and the government needs to work towards reducing costs of these core services to help maintain
(Y2 Q&4 AYOGSNYyFdGA2ylf O2YLISiAGAOBSYySaa FyR SylrofS$S

3.50PPORTUNITIES FORISEUP AND REPLICATION

Opportunity to scale up nonproduction in Samoa is ultimately dependent on the international market
demand and price. Aore predictable(and possibly increasedemandmight be established by
stronger coordination in the supply chain through greater vertical integration. Exploosgjhplities to
establish supply contracts with global distributors is one avenuedbaldbe explored.

Nonu grows extensively in most Pacific island countriessamall nonu product export industries have
established in several, but noH& | @S N @I £ SR In{tHe ¥h2all cOuntriebfd260R Blandsd
(check for Qland Niue production has largely beerplantationsintegrated toprocessors/exporters.
Thelevelof vertical integration in the value chain will impact on the potentiatkward linkages to the
rural economy.

Generally, it is expected that factors affecting the competitiveness of PICs in international nonu trade
would be similar to those discussed for Samoa.

4. CONCLUSIONS

Like most Pacific island countri€Samozhas a ery small domestic marketndneeds topatrticipate in
internationaltrade to generate growth based on agricultural productivithereforgthey must
establish international market niches that will allow them to charge prices that will coverttigéir
international trade costS. Nonu has offered such an opportunity and Samoa has seiz&¢hitusehold
Income and Expenditure Survey in 2002 indicated that only 3% of household inebiorally was
derived from surplus subsistence produd®e expéence of nonu in Samoa demonstrateow
beneficial highvalue niche commodities can be for sesnibsistence village farmers.

2 Jay Ram (2003), Proceedings of the 2002 Hawaii Noni Conference, SC Nelson (ed), University of Hawaii at Ma
College of Tropical agriculture and Human Resources.
* French Polynesian countries (notably Tahiti) and Hawaii are not included in this comparison.
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island countriesvith Samoa emerging has the major playldoweverinitial comparative advantage

based on widespread availability of nonu which grows prolifical§amoas now being eroded through

increased competition from new entrants on the international mark&mtinued success is further

threatened bya reported decline in international demand possibly associated with the global economic
downturn.

The key factors influencing the successful development of a nonu industry in Samoa which is
inclusive of small farmseare:

V Initially, expanding world market demand for nonu juice fuelled by promotional campaigns
led by Tahitian Noni International.

Duty free access for Samoa nonu products to main export markets due to LDC status
and/or preferential trade agreements.

Market entry for processed ngmoducts not restricted through quarantine (SPS) issues.

A cadre of experienced dgnsiness operators seeking new export opporttwiitiesng

the demise of kava, copra and cocoa exports.

Relatively simple technolagguired for processing fruit juice and dried protiueidd

value together with a willingness and ability of the entrepreneurs to invest in appropriate
plant and procedures.

A determined effort by these operators to achieve and maintain high pradithuct qua
standards

Nonu trees grow widely and profusely in Samoa, being present on most farmland areas and
i n oObackyardsd an dithtminimym péstand diseaselproblegng ar r o u
Access to land for nonu cultivation is not a constraint.

Nonu prodes in a lownput farming system requiring only family labour to collect fruit

and limited management skills to sustain a yield.

Farmers can include nonu in their traditional mixed farming system with minimum
investment or risk.

Flexible labour demands tultivation/collection of nonu do not negatively impact on

staple food crop production.

Where necessary processors provided planting materials to expand production and provided
guidance on fruit quality required for processing.

Farmgate collection ofdit organised by processors and spot cash payments provided easy
market access to village farmers/collectors.

Limited cash earning opportunities in rural areas stimulated and sustained an interest in
growing/collecting nonu even when fegate prices drged from initial highs.

Geographical compactness of Samoan islands coupled with rgteti/edad and inter

idand shipping facilitated transport of raw materials from farms to processing factories.
Samoa haglaquate international shipping links.

General political and macroeconomic stability fostered a positive environment for business
development.

< << <

<< < << <K< <K< < <K <K<K < K<

With increasing global competition and a depressed market environpSamoa must explore every
avenue to increase its competitiveness and market share in the international nonu miankebving
the organsation and efficiency of the supply chain will be necessEg. private sector has been
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dynamic in developing the nonnodustry and their sustained efforts and innovation will continue to be
the critical factor for future success.

However, the public sector does have an important role to fulfill to partner and assist the private sector
in the development of the nonu indtry. A first priority for government is to articulate a clear policy for
nonu including identifying possible areas of government support and partnership.

It is recommended that a detailed participatory value chain study is implemented with all relevant
stakeholders to encourage dialogue, strengthen linkages and identify key activities necessary to upgrade
and promote the nonu value chaiRarticular #&ention should also be paid to the social and cultural

factors determining business behaviour. The infice of trust, the behaviour and willingness

operators to cooperate are decisive factors. However, social norms are often exétadethe

discussion since they are difficult to analyse and bear conflict pialen

Low productivity of labour and landgether with high opportunity cost of labour influence the
relatively high price of agricultural output products in Sant@arrently there is no crop profile for nonu
and no gross margin to establish returns to effort. Government could assist furthergimsupport for
research and extension to improve nonu productitfignd to establish basic data on nonu production
under different management systeniBromoing growing nonu in agroforestry systemsuld enhance
diversification and avoidependence on single commoditigaisredudngthe risks associated with the
vagaries of the world market.

Nonu is lgh-value niche commaty sold on theduxuryhealth-food products market This market has
verydemanding quality requirementsnd is sensive to environmental and social aspects of production
systems Samoa has demonstrated a comparative advantage for organic production and has made good
progress in organic certification. There is high level political support for organic agriculture in &aoa
this should be capitalised on to expand production of certified organic nonu products.

The capacity to efficiently dry nonu fruit at farm and processor level is resulting in wastage and
negatively impacting on production efficiency. It is also elny Samoa from potential markets
because they are currently unable to consistently meet market demand for quality (including organic)
dried products. Publiprivate partnerships could be explored to assist in upgrading the capacity to dry
fruit at both faam and processor level.

The relatively small nonu industry in Samoa does not have the resources and capacity for undertaking
market intelligence studies to identify market potential and specific market opportunities, or for

rigorous promotion of itproducts.Large global players are spending huge amounts on market
penetration in new potential markets such as China. Government should consider how it can best assist
private sector in the area of market developmeBstablishment of th@roposedSamoaExport

Authority (SEAS, to focus on addressing production, marketing, quality, financing and other related
export issues would be a positive step.

* Productivity: The amount of output per unit of input, e.g. the quantity of a product producedwiking hour
or per hectare

**The Samoa Export Authority wagrpposed to be established in the National Export Strategy endorsed by
government in 2008.
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The Samoan governmehésrecogni®d the importance of the private sector agricultural

development andhe need to work effectively with tha. The SD8ites support for the private sector as
a keystrategy for enhancing competitiveness and value additigmiortunately, there remains a

notable gapbetween policy statements, strategy and practical actigxsimportant challenge facing
governmentis to work moreproactivelywith the private sector in developing and implementing policies
and strategies to support agricultural developmegetnerally and the nonu sector specifically
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ANNEX1.

Noni Juice Exports from 6 Pacific Islan@atasourced byTim Martyn from theSPC Regional Trade
Statistics Databage
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Samoa Noni Juice Expol
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Vanuatu Noni Juice Export:
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