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ABSTRACT 

This thesis provides an u nderstandi ng of the dynamnics and i nternal structure 

of the Cook I s lands  and F i j i  tourism i nd ustri es  and a n alyses the  ro le  of 

indigenous entrepreneurs in  the deve lopment of these i ndustries. The role of 

govern m e nt i n  tou ri s m  development i s  revi ewed and tourism pol ic ies are 

evaluated. 

The basic assumption  is that the mai n objective of tou rism development is to 

provide maxi mum b e nefits to the reside nt popu lat ion of these Pacific Island 

cou ntries .  Tou ri s m ,  therefore , must be developed i n  a ratio nal , balanced 

manner, taki ng into account four key factors : the economic, social , cultu ral and 

political factors. These are presented i n  a model ( in  Chapter 1 2) ,  which was 

deve loped i n  t h i s  s tudy ,  fo r tour ism and i nd i g e n o u s  e n t repre n e u rsh ip  

deve lopment for smal l  is land states. The model emphasises that there is a 

dynamic,  i nte ractive re lationship amongst these four  key factors .  The model 

suggests t hat i f  tou ri s m  and i nd igenous bus i ness deve lopment are to be 

successful ,  they must developed in  harmony with the fou r  key factors .  

Ove ra l l ,  the study fou nd that tou rism po l ici es  were quite we l l  developed , 

however, i n  several i nstances the implementation of these policies were found 

to be lacki n g .  For  e xample , wh i le  the po l ici es  deal i ng with e mp loyment 

gene ration we re fou nd to be adequate, there is sti l l  a sho rtage of indigenous 

people i n  managerial positions in the tou rism industry: 
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I n  other instances ,  it was ·found that tourism policies had not been  adequate . 

For example , both . ttie Cook I slands and Fiji have not developed adequate 

pol icies to dea l  with fo reign  e xchange leakages. Suggestions are made  fo r 

more reliable data collection  and analysis of relevant statistics and surveys to 

more accurately dete rmine the extent of foreign exchange leakages .  Other 

i mportant eco nomic issues reviewed are tourism's contributio n  to G DP,  and 

i m p roved l i n kag e s  wi th  othe r  e co n o m i c  s ecto rs . T h e  f o r m u lat ion  and 

imp lementati o n  o f  important socia l ,  e nvi ronmental and cultural po lici es  fo r 

tourism development are also recommended. Policies dealing with rura/u rban 

drift and a more equitable distribution of the economic benefits of tourism are 

suggested i n  o rder  to ensure the  maintenance of political stabi l ity i n  these two 

countries. 

Opportu nit i e s  fo r  i nd ige nous  e ntrep reneu rs in the touri sm i nd u st ry were 

identi fi ed and d iscussed.  A prof i l e  of ind ig enous Pacif ic e n trep re neu rs is  

developed. The ro le of wom e n  e ntrepre neurs in economic development is  

given special focus, and an analysis of the production of traditional handicrafts 

i n  the Cook I slands and Fiji i s  p resented as an example of secondary tou rism 

activities avai lable to i ndigenous e ntrepreneurs .  

The study also revi ews and eva luates gove rnme nt structu res and po l icies 

which support and encourage, i nd igenous entrepreneu rs .  The role of the Cook 

I s lands  Deve l o p m e nt Bank  a n d  F i j i  Deve lopm e nt B an k  i s  rev i ewed to 

dete rm i ne  whether  the i r  po l ici e s  a re successfu l ly e ncou rag i ng  i ndige nous 

entrepreneurs. In the case of the Cook Is lands , the CIDB has been reasonably 

s u ccessfu l i n  s t i m u l at i n g  e c o n o m i c  g rowth i n  t he  pr ivate s ecto r  and  

e ncourag ing i nd igenous entre p re neurs .  I n  t he  Fiji case , however, whi le the 

FOB has been  successfu l in stim u lat ing economic g rowth, the g rowth of the 

number of i ndigenous Fij ians in business has been mi nimal .  
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The study recommen'ds , among other th ings ,  the estab l ishment of a regional 

ce ntre for busi n e ss wh ich  cou ld provide  a data reso u rce bas e ,  conduct 

busi ness t ra i n i ng p rog ram m es and p rov ide i nternat i ona l  coord i n at ion  of 

regional busi ness development. 

The conclus ion provides pol icy alternatives and recom mendations for action 

prog rammes which wi l l  pro mote the g rowth of i nd igenous e ntrepreneurs and 

tourism. 
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PART I 

CHAPTER 1 

01 

INTRODUCTION:  TOURISM ISS U ES AND INDIGENOUS 

ENTREPRE N EU RSHIP 

A Introduction 

Si nce the  m id- 1 960s i nte rnat ional tou rism has g rown to become one of the 

world's largest i ndust ries ,  exceedi ng all other  commodities in t rade (Fietcher, 

1 989) .  Tou rism has reached major proportions i n  the  world's economy and is 

now a majo r  sou rce of fore i g n  exchange fo r both d eveloped countries (e.g. 

E n g lan d ,  Aus t ra l i a ,  N e w  Z e a land , Swi tzer l a n d ,  I ta ly  a n d  Spai n ) ,  and 

developi ng countries  (Mexico , P hi l ippines, S ri Lanka, the Pacific Islands, etc. ) .  

Esti mates i nd icate that tourism in 1 987 resu lted i n  355 m i l l ion i nternational 

tou rists who spent US$1 50 b i l l ion , representi ng an i ncrease of 1 7% over 1 986 

(Fietcher, 1 989) . I nternational tourism is one of the fastest growing i ndustries 

in the world and is the  "th i rd l argest expo rt industry after oil and o i l  p roducts , 

and the automobi le i ndustry" (World Tourism Organisation ,  1 988) . 

Whi le  substantial growth i n  i nte rnational p leasu re t rave l was concentrated in  

North  America and Western Europe duri ng the  1 950s and 1 960s ,  the 1 970s 

was a period of substantial g rowth in the Asia  and Pacific region.  By 1 985 this 

reg ion had an annual growth rate of 1 1 . 2  perce nt , the highest growth  rate in 

the world (Table 1 . 1 ) .  East A sia had the h ig hest growth rate (7 .2%) ,  while 

Australia and New Zealand had the second h ighest rate (5.8%) ,  and the South 

and Central Pacific (the Pacific Is lands) had a low rate of g rowth rate of 2. 7% 

(Table 1 .2} . 



Table 1 .1 

WORLD TRAVEL TRENDS 

Arrivals Annual Growth 
(000) (%) 

1975 1980 1985 1975-85 1980-85 

Africa 4,654 6,41 3 8 ,000 5.6 4 .5  

North America 29.360 35,376 33,49 1 1 .3 - 1  . 1  0 
N 

So. & Cen. Americaa 1 3,603 1 8 ,270 20,009 3.0 1 .8 

East Asia & Pacific 7,804 1 9 ,981 34,000 1 5. 9  1 1 .2 

Europe 1 53,859 1 95,966 220 ,000 3.6 2 .3 

M id d le East 3,520 5,821 7,000 7 . 1  3 .8  

South Asia 1 ,557 2,280 2,500 4.8 1 .9 

World Total 21 4 ,357 284, 1 07 325,000 4 .2 2 .7 

a i ncludes the Carribean 

Sources:World Tourism Organisation ,  Tourism Compendium, 1 985. 
School of Travel I ndustry Management, University of Hawaii , 1 987. 
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TABLE 1.2 

GROWTH OF TRAVEL TO ASIA AND THE PACIFIC 1 975 TO 1 985 

ARRIVALS ANNUAL 
(000) GROWTH (%) 

1 975 1 980 1 985 1 975-85 1 980-85 

East Asia 4 ,009  6 ,629 9 ,387 8 . 9  7.2 
South Asia 897 2 , 1 02 1 ,828 7 . 4  -2.7 
Southeast Asia  4 ,401  6 ,885 8,074 6 .3  3.2 
South & Central 
Pacific* 683 937 1 ,070 4 .6  2 .7  
Australia & 
New Zealand 894 1 ,370 1 ,81 9 7 .4  5 .8  

Total * 1 0 ,883 1 7 ,923 22 , 1 78 7 .4  4.3 

* Excludi ng Hawaii fro m  Region and Total .  

Source: Pacific Asia T rave l Association ,  An nual  Stat ist ical Reports 1 975-
1 985 
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Tourism is an industry that can attract foreign capital, earn foreign exchange, 

create needed employment, and be implemented i n  a re latively short peri od of 

time.  

Tou rism is recognised worldwide as an econ omic and social force o f  major 

proportions.  

<For developing countries ,  tourism is a feasib le and desirable form of economic 

development because the resources which attract tourists and support tou rism 

are usually avai lable .  These countries often have unique cu ltural attractions ,  

scen ic  resou rces, h istorica l attract ions, cu ltu ral ly i n teresting and att ract ive 

people , unique wi ldlife and other natural resources. In  addition ,  there i s  usual ly 

a g o od labour  supp ly  s eek ing  e m p lo y m ent .  The co nstructi o n  o f  t o u rist 

accommodation such as hotels, motels, recreat ion areas and the infrastructu re 

necessary to support these deve lopme nts - - roads ,  airports , publ ic uti l ities ,  

parks etc. - - bri ng added benefits to  the local com munity. 

Because of i ts ab i l i ty to earn fore i gn  e xchange  and create e mp loyme nt, 

tou ri sm  is  reg arded i n  many deve lop i n g  cou ntries as a panacea fo r the ir  

eco no m ic p rob le ms .  This is especia l ly true in Asia where i nvestment in 

tou ri sm has g rown rapidly and tourists are arrivi ng i n  record numbers (Pye , 

1 983) . As a result, the problem of tourism l inkages and leakages has become 

a major issue in Asia. Tou rism leakages are caused when foreign  exchange is 

used by a country to pay for goods and services from overseas. This is one of 

the costs of tourism development and should be min imised. Tourism l inkages 

occur when development of the tourism i ndustry spreads throug h  othe r  sectors 

of the economy, such as the ag ricu ltural ,  manufacturing and services sectors. 

By strengthen ing tou rism l i nkages , the who le economy benefits . A classic 

example of this p rob lem has been Japanese tou rists , who fly on Japanese 

airli nes, stay at Japanese-owned hote ls ,  eat at Japanese restau rants , and take 
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day tou rs with Japariese-o·wned t ravel companies. 

The repatriation of p rofits to Japan from these activities reduces the benefits of 

tou rism to the host economy and this is causing complai nts from pol icy makers 

in  Asian countries. Th is  i s  also a problem for the Hawai ian tou rism i ndustry .  

However, it has been demonstrated ( i n  Asia) that as an  economy deve lops , the 

tou rist sector becomes i ncreasi ngly i nteg rated into the domestic economy and 

the deg ree of leakage is p roportionately reduced. (Pye , 1 983) 

In  the Pacific Islands reg ion ,  where natural resou rces are lim ited -- except fo r 

an abundance of beautifu l beaches, good weather and interest ing cu ltu res -­

tou ri sm is  actively p ro moted ,  s i nce it i s  a source of needed revenue  for the 

deve lopment of t he i r  econom ies .  However, gove rn me nts of these Pacific 

I s land  countr ies are b e co mi n g  i ncreasi n g ly aware t h at tou ri s m  m u st be 

planned and control led t h rough appropriate tourism development pol icies and 

strateg ies if desirable cu ltu ral va lues and natural envi ronmental conditions  

(which are often the main tourist attractions) are to  be maintained. 

There are 22 countries and territories in the Pacific Island region (Appendix I ) . 

These countries vary i n  populat ion size from 3. 1 26 mi l l ion people (Papua New 

Gui nea) to 1 00 people (P itcairn Is land) . The majority of the islands are now 

independent or self-govern i ng; however a few territories remain .  The number  

of visitors to each cou ntry ranges from 1 89 ,000 to Fiji i n  1 987, to  600 visito rs to 

Tuvalu (Table 1 .3) .  

The mai n sou rces of visitors to South Pacific countries are the U .S.A .  (26 .6%) , 

Austral ia (21 .9) , Eu rope ( 1 5 . 2% i nc lud ing U .K. ) ,  and New Zealand ( 1 0 .5%) , 

(Table 1 .3). 



Tablel.3 

TOURIST ARRIVALS TO SOUTH PACIFIC ISLAND COUNTRIES 
1987 ('000) 

Country of American Cook Fiji Kiri- PNG Solomon Tahiti Tonga Vanuatu Western Total 

Residence Samoa Islands bati Islands Samoa No. 

Australia 0.7 5.0 65.4 0.4 17.5 5.0 8.5 2.9 6.6 4.6 116.5 
New Zealand 2.5 11.6 16.2 0.2 1.4 1.5 4.2 4.1 1.5 11.3 55.7 
U.S.A 7.3 2.9 47.0 0.1 4.2 1.2 68.8 4.2 0.7 5.3 141.7 
Canada 0.3 2.3 16.80 0.4 0 3.9 0.3 0 0.4 24) 
Japan 0.1 0 5.5 0.1 1.9 0.5 3.9 0.4 1.6 0 13.9 
U.K. 0.2 0 8.5 0.2 2.1 0.9 3.7 0.7 0.3 0.3 16.9 
Other Europe 0.9 5.3 14.7 0.1 2.1 0.3 37.4(4) 1.1 0.3 1.9 64.0 0 

(]'\ 
Pacific Isl. 1.5 1.3 11.2 2.1 1.4 1.1 0.4 1.0 1.3 3.1 24.3 
Oth.Countries W.Samoa Nauru: PNG: N.C: Fiji: N. C: A. Samoa: 
(specific) 23.8 3.3(2) 2.1 1.3 1.3 2.4 1.1 1.0 17.7 52.7 
Other 
Countries 1.2 0.5 4.5 0.3 3.8 0.9 7.7(5) 1.5 1.2 1.1 22.8 
TOTAL 38.5 32.1 189.9 5.6 34.8 12.6 140.8 17.3 14.5 45.5 533.5(4) 
Growth Rates 

1983-87 --- 13% 0% 2% 2% 3% 7% 5% -15% 6% 3%(1) 

0 Means very limited number of tourist arrivals 3) Total includes tourist visitor arrivals to Tuvalu 
--- Information not available 4) Includes 21,200 from France 
1) Estimates 5) Includes 3 ,950 from South America and 
2) Cook Islands residents in New Zealand about 1,500 from Hawaii 
Source: Tourism Council of the South Pacific, Air Transport- Tourism Linkages Study, 1988 
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I n  some Pacific Is land co u n t ri es  tou rism is al ready the l ead ing  i ndust ry ,  

p rovid i n g  a h igh  p ro p o rt i o n  o f  e m p l o y me nt  and m aki n g  a n  i m p o rtant  

contri but ion to the coun try's  fo re ign exchange . These countri es  are Fiji ,  

French Polynesia, Vanuatu , G u am ,  Northern Marianas , New Caledonia, and 

the Cook Islands. In othe r  countries tourism is a small but developing i ndustry 

with potential for growth and a defi nite interest by government and the private 

sector for furthe r deve lopment .  These countries i nclude Papua New Gui nea, 

So lomon Is lands, Tonga ,  W e stern Samoa and Palau . Even in t h e  smal le r  

island states, although resources and potential are more limited , there is sti l l  a 

need for, and some i nterest i n ,  d eveloping tourism. 

These i nc lude Ki ri bat i , T u va l u ,  N i u e ,  Nau ru, t h e  Fed e rate d  States  of 

Micronesia, the Marshal! Is lands and American Samoa. 

Tourism wi l l  have an increasingly important role in most of these countries and 

te rrito ries over the next s eve ral d ecades. Whi le  th is p ro m ise  of conti nued 

growth in  the industry i s  o pt im ist ic ,  the vu lnerabi l ity of t he  cou ntr ies i n  th is 

region wi l l  also increase because of global economic trends and the small ness 

of most of the Pacific Is land tou rism industries. 

The main issue that confronts a l l  gove rnments in the Pacific is how to develop 

t o u r i s m .  Some p refe r "co n t r o l l ed "  t o u ri s m  w h i l e  ot h e rs p re f e r faste r 

development ,  but the re i s  n o  d oubt that most countries want to develop their 
I 

tourism sector wh i l e  recogn i s i ng the  n eed to mai ntai n t h e i r  c u lt u ral and  

envi ronmental i ntegrity. 

Although most is land cou ntrie s  want to deve lop tourism ,  the majority of the 

is land leaders a re wary of t o u r ism and recogn ise i t  as a th reat to  t h eir  

traditional cu ltures. 



08 

They fear loss of traditions and traditional values ,  loss of t raditional language, 

and changing attitude
'
s toward traditional structures.  Lead e rs face the dilemma 

of the need for d evelopment without imposi ng majo r changes to the  exisiti ng 

tribal structures .  They want their people to benefit fro m  di rect i nvo lvement in  

the  cash eco no my ,  but do  not want t h e i r  peop l e  to d eve lop  an i ndividual 

identity, thereby reducing their commitment to the fami ly and community. 

These same leaders talk about their bel ief i n  democratic po l itical pri nciples, but 

do not want t h e i r  authority i n  the exist i ng  t radi ti ona l ly h i e rarchical and un­

de mocratic po l it ical structu res chal l enged o r  u nde rm i n e d  by the i ndividual's 

need to succee d  econo mical ly. I n  some c o u nt ri e s  ( for  examp le ,  Fiji and 

Western Samoa) t he  i ndividual 's right  to exe rc ise b as ic  h u man r ights (for 

i n stance t he  ri g ht to vote) is restr icted by t h e  l ead e rs '  n e ed to mai ntai n 

t rad it io nal po l i t i cal st ructu res .  I n  some cases  t h i s  i s  chang i ng  (Western 

Samoa) , but in others it is becoming more entrenched ( Fij i ) .  

Whi le some of  these changes can be attributed to the development of  tourism, 

many changes (and the problems associate with them) are caused by national 

development in g eneral . 

Tourism deve lopment i s  affected by the  t radit ional land tenure systems that 

exist .i n  most Pacific Island countries. Communal "owne rsh ip" of land (whereby 

a w h o l e  vi l l ag e  o r  t r i b e  can own  t h e  l a n d )  p ro v i d e s  a co n st rai nt  on  

development. 

Because of the  importance of the tou rism industry and t he smal lness of the 

local economies,  the impacts of tourism are more pronou nced than othe r forms 

of economic deve lopment.  S imi larly, the i mpacts and potential i nf luence on 

social and po litical issues are much more pronounced. 
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Although tou rism b ri ngs· in  fo re ign  exchange and st i mu lates e m p loyment 

opportun i t ies i n  many Pacific I s land cou ntr ies,  some acade mics and i s land 

leaders argue that it has been  at t he  expe nse of i nd iv idual  p ride , cu lt u ral 

values and t raditional occupations .  Advocates of tourism deve lopment poi nt 

out that for  count ri e s  faced wi th  d eve lopment p rob l ems  and  ve ry l i m ited 

resources and alternat ives ,  tou ri sm p rovides an opportu nity for .ge ne rati ng 

fo re ign exchange . Tourism does i ndeed create e mployment and stim u lates 

small scale i ndustries and e ntrepre neurial opportun ities for i ndigenous peoples 

(Rajotte , 1 980) .  

Another major  issue that gove rnments must face is how to develop strategies 

to ensu re t hat the i nd igenous  popu lat ion part ici pates fu l ly i n  t he bus i ness 

sector of the country's economy. Fai l u re to ach ieve th is can have d isastrous 

co nseque nces. Th is was recent ly demonstrated in Fij i , one of the countries 

under consideration in th is  thesis ,  where an i ndigenous Fijian led mi l itary coup 

d'etat took control of the democratical ly e lected government in 1 987 to ensure 

that the economic and po l it ical i nterests of i ndigenous Fij ians were p rotected 

(Dean , 1 988) . Although some racial i ssues were i nvo lved in the  overth row of 

the I ndian controlled government ,  the lack of participation of i ndigenous Fijians 

in busi ness, and the over- rep resentation of I ndians in th is secto r, contri buted to 

a perc�ption by Fijians that they were bei ng " left behind" and disadvantaged by 

the system .  

Howeve r,  f ew sch ol ars h ave i nvestigated the  exte nt to  which tou ri sm  has 

co ntribu ted to the growth of i nd igenous  bu siness.  Tourism has p rovided 

opportunit ies for busi ness deve lopment i n  both primary activities (for example 

hote ls ,  mote ls ,  tour operators ,  t ranspo rtation) and secondary activities (such as 

game/sport f ish ing, boat operat ions ,  handicrafts, h iki ng & t rekki ng, land and 

sea transportation , music/e nte rtai nment ,  agricu ltu ral p roduction ) .  However, 

i ndigenous e ntrepreneurs are more frequently fou nd i n  the secondary tourism 

activities.  
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One of the featu res cif i ndige nous e ntrepre neurs i n  the tou rism industry is  that 

these activities  take p lace i n  the rural areas , thus provid ing cash i ncome to 

rural people and slowing down the rural/urban d rift. 

Some of the major  p roblems  and constraints these i ndigenous e ntrep reneurs 

face i nc lude lack of m a n age ment ski l l s  and  b u si ness experience ,  u nder­

capitalisation ,  the inabi lity to control personal o r  communal commitme nts, and 

the i neffectiveness of government policies. 

Tou rism has p rovided e ntrep reneu rial o pportun it ies in several ways. One 

major opportunity for Pacific Is landers is  the sale of handicrafts to tourists. A 

study of the economic o ptions  and acti vit ies of iti nerant handicraft sel lers in  

Tonga i ndicated  that ove r-popu lati on and land shortages severe ly restricted 

participation i n  traditiona l  occupations such as agricu ltural product ion: As a 

result ,  many Tongan s  have tu rned to se l l i ng h andicrafts to tou rists as an 

alternative means of generati ng cash i ncome. Handicraft p roductio n  and sale 

presents an opportun ity for small busi ness with low costs for the p roducer, and 
I • 

provides some freedom to part ici pate i n  oth e r  socio-econom ic  and vi l lage 

activities (Ki rch , 1 982) .  

Tou rism may also be  maki ng important contributions to the  mai nten ance and 

deve lopment of the i s lands'  mate rial cu ltu re by provid ing markets for their 

ind igenous art and crafts .  Tradit ional ly made handicrafts we re p reviously 

produced o n ly for ce re mo n ia l  and re l ig ious fu ncti ons .  B ut n ow that these 

functions have d isappeared ,  through the i ntroducti on of weste rn rel igions and 

l i festy les ,  most of t hese  goods are n o  l onge r p roduced fo r t he i r o ri gn ial 

fu ncti ons (with the excepti on  of some cere mo n ial exchanges that are stil l 

ma i nta i n e d ) .  I n st e a d  t h ey are  n o w  b e i n g  p ro d u ce d  by i n d ige no us 

entrepreneurs to earn cash i ncome. 
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By providi ng th is  market, 'tourism may i n  fact be playi ng an important role in 

cu ltural preservation along with its obvious economic benefits . 

The expansion of tourism industries i n  the  Pacific Islands has also generated 

opportunities for other small i ndigenous busi nesses to develop wh ich did not 

ex ist before . Th is  has led to a new grou p  of indigenous entrepreneurs who 

produce goods and provide services for the  tourism market. Where tourism is 

not we l l  deve lo ped , i ndigenous  busi n ess is not we l l  deve loped.  In  most of 

those countries where tourism is a major i ndustry, one finds several examples 

of i ndigenous e ntrepreneurs. 

Fiji seems to be the exceptio n .  Although Fiji has a large and wel l developed 

tourism i ndustry ,  there appears to be a lack of i nd igenou s e ntrepreneurs. 

Whi le  the  reasons  for th is  are complex ,  the  most obvious reason is that the 

e th n i c  F i j i  I nd i a n s ,  with t h e i r  As ian  b ackgrou nd and work eth i cs ,  have 

monopo lised the entrepreneurial environ ment for many years. However, this is 

begi nn i ng to change. 

i 
B Government Support for Tou rism 

Tourism is an i ndustry that is self-generating. In  its simplest form, a person or 

persons  visit a place , l ike it and stay for a period of t ime, spendi ng money to 

pay for essential services such as food , accommodation and transportation.  At 

th is level there is no need for any formal i nstitutional structures or organisation. 

In some parts of the world th i s  leve l of touri sm sti l l  exists , but in most areas 

t o u r i s m  has  d e v e loped  to  a more c o m p lex  leve l ,  br i ng i n g  a n e e d  for 

organisation and a role for government. 
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Governments are concerned with the organisation and operati on  o f  the tou rism 

industry for  economi
.
c ,  socia l , cu ltu ral and po l ictical reasons. Governments 

have a respon sib i l ity to provide a safe envi ro nment fo r visitors and to assist 

them if difficu lt ies arise. 

In addition ,  g ove rnments are concerned with economic  deve lopment and the 

p rovi s i o n  o f  a c e rtai n s t a n da rd of l i vi ng f o r  r e s i d e n t s .  Often  tou rism 

deve lopment i s  viewed by governments as a veh ic le  fo r providing residents 

with bette r t ranspo rtat i o n  (a i r se rv ice,  roads ,  sh i pp i ng  s e rvice) ,  essential 

infrastructu re (water  supp ly , roads ,  sewerag e management ,  e lectricity) , and 

bette r social services (i mproved health faci l ities and educationa l  faci l ities and 

· opportunities) .  

C. Objectives of the Study 

The objectives of th is study are : 

1 .  To provide  an u nderstanding of the dynamics and i nternal  structure of the 

Cook Is lands and Fiji tou rism industries; 

2. '· To d et e rm i n e  to w h at e xtent tour ism provides  oppo rt u n it ies for the 

deve lopment of  i ndigenous entrepreneurs; 

3. To rev iew and co m pare the  ro le  of i nd ige n o u s  e ntrepreneurs i n  the 

tou ri s m  i ndust ry w i th  a specia l  focus on wo m e n  e ntre preneu rs and 

production  of t raditi onal arts and crafts in the Cook I slands and Fiji ; 

4. To review the deve lopment of tourism i n  these two countries; 
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5. To assess  arid eval uate the ro le of govern ment i n  encou ragi n g  and 

p romoting the development of  indigenous entrepreneurs and tou ri sm ;  

6. To provide po l icy alternatives and opti ons for the growth of i ndigenous 

e ntrepreneu rship in  tourism and for women entrepreneurs. 

D. Method of Analysis 

The a n a lys i s  a n d  eval uat i on  methods used i n  t h i s  t hesi s  h ave t h e  d u al 

pu rp o s e s  of m aki ng a co n t ri b ut io n to t h eory , and s u gge st i o n s  f o r  t h e  

development and i mplementation of action-oriented policies. 

Thi s re se arc h  e mp loys structu ral and fu nct i o na l methods of a na lysi s to 

determi ne  the effectiveness of tourism pol icies and organisations ,  and pol icies 

designed to stim u late or promote more i ndigenous participation i n  busi ness in  

t h e  two P ac i f i c I s land c o u n t ri es .  A bas ic  assumpt i o n  is  t h at t o u r i sm 

deve l o p m e nt m akes de m ands  on  t h e  econo m ic ,  the soc ia l  and po l i t i cal 

envi ro n ment a n d  the resou rces of a cou ntry which may com pete with other 

i n d u str i es for scarce resou rces (Taal , 1 982) .  In turn ,  gover n m e nt tour ism 

policies are i nf luenced by political ,  economic and social factors. 

I n  th i s  study a m odel  is fo rmulated for touri sm deve lopment and i nd igenous 

entrepren eursh i p  strategies  for smal l  i s land states (see Chapter 1 2 ) .  This 

mode l  is  prese nted as a means by which pol icy makers i n  developi ng small 

is land states can guide, analyse and monitor the development of their  tourism 

industry ,  particu larly in  the light of promoti ng i ndigenous participatio n  i n  small 

b u s i n ess  d e v e l o pm e nt .  I n  t h i s  part i c u lar s tudy ,  po l ici es  regard i ng the  

development of tourism and the encouragement o f  indigenous 

entrepreneurs hi p  are assessed using the model ,  and suggestions  for i mproved 

pol icies are presented. 
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Several research m ethods were used in  the process of data gatheri ng .  These 

included analysis of official d ocu ments and statistical records, interviews with 

key decision makers , and observation of the tourism industry and governm e nt 

departments. 

This is a com parative study of tourism and indigenous e ntrepreneursh ip i n  two 

countries  i n  t h e  P aci f ic Isl a n ds reg io n :  the  Cook Is lands and  Fij i .  These 

cou ntri es  h ave  b e e n  cho s e n  becau se  they can be cons ide red cu l tura l ly 

representative of  t he  Po lynesian and Melanesian regions. 

Howeve r, t h e  two cou ntri e s  di ffe r. The Cook Is lands are an e xamp le  o f  a 

sma l l, se l f-g ov er n i n g  stat e w i th  very l i m i ted res o urce s ,  e xcep t  for  i ts 

envi ronment and its people ,  where the tourism i ndustry is  the m ost i m portant 

sector of its economy i n  terms of employment and revenue generation .  

Fij i , on the oth e r  hand, is a large (by Pacific standards) country with a d ive rsity 

of resources and i ndustries. Tourism makes an important contribution  to the 

national economy .  However,  unt i l  1987 tou rism only accounted for 

approx imat e l y  1 2 - 1 3 %  o f  Gro ss D o m e st ic Prod u ct ( G D P ) . L i k e w i s e ,  

employment p rovided by t h e  tourist i ndustry must b e  seen i n  t h e  context of  a 

more diverse economy. 

1)  Review of o fficial documents and statistical reco rds 

The main sou rces o f  i nfo rmati on for th is  thesis are off icial d ocu me nts and 

stati stical records. The strategy adopted was to examine al l avai lable official 

docume nts and  re p o rts co ntai n i ng p o l ic ies regard i n g  the  d eve lopme nt of 

tourism in the Cook Is lands a nd Fij i .  
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The content o f  these poliCies -- especially those related t o  tourism i nvestment 

and t h e  encouragem-ent of  i ndigenous entrepre neurshi p  -- were analysed in  

terms of their effectiveness. 

Case stud i es ,  g overn me nt po l icies  on tourist accom m odatio n ,  fore ig n a id ,  

i n c e n t i ve  a n d  i nvest m e nt p o l ic i es ,  market i ng  a n d  pro m ot i o n  p o l ic i e s ,  

personne l  tra in ing ,  and reg u lation and control po l icies were analysed i n  terms 

of the  structures that were created and the functions  they perform. 

In additi o n ,  stat istical records and an nual reports  of re l evant organ isat ions 

i nvo lved wi th  t h e  growt h and deve lopm ent of t h e  tour ism i ndustry were 

reviewed. The stati stical records included stat istics on tourist visitor arrivals, 

to u ri s m  e x p e n d it u re pattern s ,  reg i o na l  d i s tr i b ut i o n  o f  t o u r i st s ,  t o u ri st 

accommodat ion i nvestme nt ,  government expe nditure o n  tourism pro m oti on 

and d evelopment ,  foreign exchange earnings ,  e mp loyment ,  and tra in ing and 

education .  

2) I nterviews with Key Decision-Makers 

Key decision-makers in  the government departm ents, the tourism industry and 

the academic community were interviewed . 

They were asked questions  regarding their op i n ions  on  the effectiveness of 

ce rtai n po l i c ies .  I nd ividua ls  fro m both the pub l ic and private sector were 

he lpful i n  the ir critical analysis of policies and st ructures. 

3) Persona l  Observation 

As a researcher of touri s m  development in t he  Pacif ic I s lands over the last 

decade ,  I have observed the development of tourism in  both the Cook Islands 

and Fiji for a considerable period of time. 
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As an i ndige nous  Cook I s lander, I have literal ly g rown u p  with the tou rism 

industry ,  monitoring i ts deve lopment since i t  began. In  addition ,  I spent several 

mo nths i n  Rarotonga i n  1 985 ,  1 986, 1 987, and 1 989 col lecti ng data for this 

thesis .  I p rese nted a paper  and participated i n  t he  fi rst eve r Cook Is lands 

Tou ri sm Forum h e l d  i n  D e cember 1 988 whe re tou ri sm  deve lopment and 

policies were d ebated. 

Afte r s pe n d i n g  a y e a r  l i v i ng i n  Suva, I was a b l e  t o  g ai n  an i n -de pth 

understand i ng  o f  the cou nt ry ,  the complex issu es  Fij i i s  faci ng i n  national 

development,  and the  tou rism industry. I was fortunate to be worki ng in  the 

Secretariat of t h e  Tou ri s m  Council of the South  Pacif ic , a reg io nal inter­

governmental o rganisation  concerned with the p ro motio n  and deve lopment of 

tou rism based i n  Suva. lt is  made up of gove rnment representatives from 1 2  

member Paci fic I sland countries. Both the Cook Is lands and Fiji are members. 

F Definition of Concepts 

Structure 

· · .• · · .. · i . : · . 

Structu re can be  d efi n e d  as the way i n  which t h e  co m ponent parts of a 

complex whole are interre lated (Garmonsway, 1 979,  p .7 1 8) .  When applied in 

this context , the structure of the tourism i ndustry is  a system which is made up 

of many component parts. 

Function 

Function can be defi ne d  as a natural activity , occupation , or pu rpose ( lbid, 

p . 3 1 4 ) .  1t is t h e  res u lt o r  conseque nce of ce rta in  actions  . . The effects of 

po l ic i e s  can be reg arde d  as functi ons  beca u s e  t h ey h ave o b servab le  

consequences . 
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System 

A syste m i s  a g ro u p  of  ob ject s ,  a method i ca l l y  ar ra n g e d  set of ideas ,  

pri nc ip les ,  methods o r  procedures which are related , or interacting so as to 

form a un ity ( lbid ,  p.736) . Another view is :  "A syste m may be defined as a set 

of  e l e m e nts  stand i n g  i n  i n te rre lat i o n  a m o n g  t h e m se lves  a nd with t h e  

envi ronments" (Van Bertalanffy , 1 972) . 

The tou ri sm i ndustry i s  a system of  i nte r- re lated activit i es .  Conside r ,  for 

example , the way in  which the accommodation secto r, tour operators, transport 

companies etc. together  form a whole .  

Policy 

A p o l icy i s  a course of act ion  to gu i de  and det e rmi n e  a g overnment  or  

organisation's activit ies in  order to achieve stated goals or objectives. A po l icy 

is a g uide to decision-makers and gives d i rection  to p lans and planners ( l bid ,  

p.559) .  

Deve lopment 

Deve lopment can be defi ned as a process of change toward a n  objective . lt 

involves the uti l isatio n  of human,  physical and f inancial resou rces in  orde r to 

ach ieve qual itative change (Taal , 1 982) . 

Tourism 

Si mply put, tourism is the i ndustry which provides fo r the needs and wants of 

trave l lers .  Tou rism can also be defined as : 
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A socio-economic and cu ltu ral activity i nc lud ing le isu re and recreation 

that i nvo lves the  t rave l of peop le  f ro m  o n e  p lace to  anothe r  for a 

temporary stay to sati sfy various trave l n eeds ,  i nclud i ng i nterest and 

pleasure (Garmonsway, 1 979) .  

Tourist 

A touri st can be defi ned as a s ig htseer,  usual ly a middle-class person ,  who 

travels the world in search of experience. A tourist can also be cal led a visitor. 

The World Tou rism Orgnisat ion defi nes a visitor as: 

Any person visit i ng  a cou ntry othe r  than that in which he has his 

usual place of res idence for any reason s  o th e r  than fo l lowing of  

an occupation remune rated from with in the country visited 

(World Tourism Organ isation, 1 987) . 

However,  countries are often n ot able to dete rmi ne  whether a visitor fits this 

d ef in i ti o n  because the  i n fo rmat i on  is not avai lab le  to t h e m .  The no rmal 

p ract ice , t h e refo re ,  is to s i m p ly  count the number  of tou r ist "arriyal s" and 

"departures". 

In Fij i the definitions of visitor categories are : 

1 )  A v i s i t o r  i s  a pe rso n ,  o t h e r  than a F i j i a n  c i t i ze n ,  p e rm it ho lde r o r  

exe mpted person ,  who u sually stays fo r at least 2 4  hou rs i n  Fij i , who 

stays overnight in accom modation within Fiji (Fiji Government ,  1 978) .  

2 )  Cru ise sh ip passenge rs are defi ned as those pe rsons who arrive and 

depart on the same sh ip  and use the vessel's accommodation duri ng the 

duration of their stay i n  Fij i .  This category also i ncludes t h r o u g h 

passengers by sea on  schedu led l iner se rvices.  
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The Cook Islands defrnes a visitor as : 

"Any person vi s it i ng  t he  Cook I s land  fo r the  pu rpose o f  a ho l iday ,  

business , sport, visiting f riends and re lations ,  staying at least one night, 

and for any othe r  reason except persons taking up permanent domicile 

and persons acco mpan ied  by t hei r fa m i l i es  taki ng  u p  a p ositi o n  of 

employment withi n the  Cook Is lands" (Cook Is lands Tou rist Authority , 

1 988) . 

Tourism Studies 

Tourrsm studies can be defined as : 

"The study of m an away from his usual  habitat , of the  i ndust ry' which 

responds to his needs,  and of the impacts that both he and the industry 

have on  the hosts' socio-cu ltu ral , economic and physical 

environments" (Jafari , 1 977) . 

Tou ri s m  stu d i es i s  m u l t i - d i sci p l i n a ry ,  a n d  covers s uch d i sc i p l i n e s  as 

economics ,  law, sociology , psychology , geog raphy, and anthropology.  

Tourism Systems 

A tou ri sm syste m i nc l u d e s  t h ree e l e m e nts : huma n ,  geograph ica l ,  and 

industrial . The human e lement must include a person or persons "engaging in 

touristic behaviour, engaging in tourism" (Leiper, 1 989) .  
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Three kinds of geog raphic'al e lements are found i n  a whole tourism system : 

the travel ler generati ng region o r  the tourist's home reg io n ;  

t h e  transit route o r  i nte rmed iate p laces th rough which tou ri sts must 

travel ;  and 

the tou rist dest inatio n  reg ion ,  o r  the p lace the travel le r  chooses to visit 

( lbid, p.34-35). 

The th i rd e lement i s  t he  t rave l and tou rism i ndustry,  o r  t he  co l l ect ion of 

business fi rms ·and organisations  that make up the i ndustry ( lbid ,  p.35). 

This includes: 

national and regional tourism organisations; 

tour  operators, tour wholesalers and travel agents; 

acco m m o d at i o n  o p e rat o rs ( s u c h  as  m o te l s ,  h ot e l s a n d  ot h e r  

accommodation for touri sts) ; 

t ran s p o rtati o n  co m p a n i e s ,  f o r e xamp le  m o st a i r l i n es ,  s o me bus 

compan ies ,  rai lways and s hipp i ng  l i nes p rovidi ng t ransportation for 
I 

tourists; 

tourist attractions, such as restau rants and theme parks , museums, and 

other kinds of o rganisations  i nvolved in attracting tou ri sts. 

Indigenous Entrepreneur 

An indigenous entrepreneur can be defi ned as those busi ness e ntrepreneurs 

where the majority ownership and control of the business i s  held by indigenous 

Pacific Is landers ,  i . e .  those whose ancestors were i ndigenous inhabitants of 

any is land in Polynesia,  M e lanes ia ,  o r  Micronesia. I n  some parts of the 

Pacific these (fo r instance the Cook Is lands) these i ndigenous entrepreneurs 

may be .of combined ethnicity , havi ng some ancestors from countries other 

then the Pacific Islands. 
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I n  some countries (e . g .  Fiji )  the  definition  i s  m odif ied by the  fact t hat Fijian 

society pe rceives p e op le  of mixed ancestry to be non-indig enous .  Fo r the  

pu rpose of  th is  thes i s ,  t he  defin it ion does n ot refer to  businesses owned by 

othe r  e thn ic  g ro u p s  ( such as I ndians i n  Fij i ,  N ew Zealanders i n  the  Cook 

Islands) and other  foreign companies that are registered locally (Hailey, 1 987). 
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I n  some countries  (e .g .  Fij i )  the def in iti on  i s  modified by the  fact that Fijian 

society perceives peop le  of m ixed ancestry to be non-indige nous.  For the 

pu rpose of th is  thes is ,  t he  defi n itio n  does n ot refer to businesses owned by 

oth e r  ethn ic g roups (such as I nd ians  i n  Fij i ,  N ew Zealanders i n  the  Cook 

Islands) and other  foreign  companies that are registered local ly (Hai ley, 1 987). 

T h i s  chapte r h a s  i nt ro d uced  t h e  i m p o rtant  i ssues  t hat Paci f ic I s lands 

gove rn ments  a re faced wi th  w h e n  dea l i ng  with touri s m  and i nd igenous 

·entrepreneurship. the objectives of the study, method of analysis ,  sources of 

data and defi n it ion of concepts have bee n  p resented to set the  cou rse fo r 

discussion. 

For m ost Pacific I s lands countries ,  the most important objective of tourism 

development i s  to provide maximum benefits to the resident populations of 

each country. In o rder  to e nsure that the benefits of tourism are distributed 

pri mari ly to the local community , is land governments are strivi ng to e nsure that 

tourism is d eveloped i n  a rat ional ,  balanced manner, taking i nto account the 

economic, social ,  cultural and pol itical factors. This study presents an analysis 

of the dynamics and i nte rnal structure of the Cook Is lands and Fiji tou rism 

i n d u st ri e s ,  a n d  app l i e s  t h e  concept o f  t h e  d eve lopm e nt of i nd igenous 

e nt rep reneu rs i n  the  p rivate secto r to t he  tourism indust ri es  of these two 

countries. 

In addition, Pacific Island government have recognised the need to develop the 

· i ndigenous private sector through the promotion  of i ndigenous e ntrepreneurs. 

The thesis is structured i n  four parts. The fi rst part is designed to i ntroduce the 

concepts and i ssues (Chapter 1 ) ,  present a summary of the tourist i ndustry i n  

t he  P acific Is lands regional context (Chapter 2) , and review e ntrepreneurship 

t heo ry (Chapte r  3 ) .  Th i s  secti on  sets the paramete rs for d iscussion and 

analysis. 
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The second  part presents a n  analysis of the Cook is lands tou rism i ndustry 

( C h apte r  5 )  a n d  i nd i g e n o u s  e nt re p re n e u rs ( C h a pt e r  6 ) , and ex i st ing  

gover n m enta l  support struct u re s  ( Chapte r 7) . As t h i s  i s  a comparative 

ana l ysi s ,  P a rt I l l  provides  s im i la r  a nalys i s  of t h e  F i j i  t o u rism i ndustry ,  

e ntrepreneurs and  governmental support systems (Chapters 8 ,  9 ,  1 0, 1 1  ) .  

These sections  provide an  in-depth u nderstanding o f  tou rism development and 

indigenous, e ntrepre neurship i ssues in the Cook Islands and Fiji i n  the 1 990's, 

· and the n ational structures that have been developed to deal with them. 

The · fi nal section (Part IV) p rovides a discussion and comparative analysis of 

indigenous e ntrepreneurship and tourism deve lopment in the Cook lslands ·and 

Fij i ,  taki ng i nto accou nt the relevant economic, socia l ,  cu ltu ral and po litical 

factors (Chapter 1 2) .  The final chapter (1 3) evaluates govern ment policies and 

m akes reco m m e ndati o n s  f o r  d eve lopment  of tou ri s m  a n d  i n dig e nous 

e ntrepreneurs in  the Cook Islands and Fiji . 
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THE.TOURISM INDUSTRY IN THE PACIFIC ISLANDS 

CONTEXT 

In o rder  to f u l ly understand tourism deve lopment in the two countries u nder 

consideration (the Cook Islands and Fij i ) , it is n ecessary to u nderstand the 

tou rism industry i n  the South Pacific region. The tou rism industries throughout 

the South Pacific are i nter-dependent to a larg e  degree. These islands are 

li nked together through geography, colonial history, ai r transportation systems, 

jo int  marketi ng and p ro motion  effo rts (the concept of the "South Seas" o r  

"South Pacific" are more marketable i n  the enormous markets of Eu rope and 

North America) , and cooperative research , education and train ing.  

l t  is therefore n ecessary to consider the South Pacific tou rism envi ronment, 

tourism pol ic ie s  and national st ru ctu res , regional and i ntern atio nal tou rism 

o rganisations ,  tourist accommodation  capacity , ai r t ransport systems, and 

tou rism marketi ng ,  education  an'd research . These regional and i nternational 

resou rces can provide important i nputs i nto national tourism development in 

the South Pacific and are somewhat under uti l ised . 

A The Tourism Environment 

The struct u re of the tou ri sm i ndustry and the  tou rism e nvi ronme nt in the 

developi ng  countries of the Pacific Is lands fol lows much the same structure 

that is fou nd i n  developed parts of the world. An academic believes that it is 

more accurate to cal l  the i ndustry the "trave l and tourism industry" (Leiper, 

1 989a) . The i ndustry can be viewed as a system ,  a col lection of parts that 

make u p  a whole. 
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One analys is  s u g g e sts that the  tour ism i ndust ry deve lops  t h rough  t h ree 

stages :  "d iscove ry ,  local  response and i n it iat ive , and i n st i tut ionalisation" 

( No ro n ha,  1 9 79) . T h e  f i rst stag e occu rs wh e n  adve ntu ro u s  t rave l le rs 

"discover" a n ew area.  However, a tou rism i ndustry does not evolve unti l the 

second  stag e ,  w h e n  peop le  i n  that area start p rovid i ng  services  for  the 

increasi ng number  of visito rs. By the thi rd stage , faci lities and services have 

been established and a t ravel and tou rism industry is on its way. 

The t rave l  and  tou ri s m  i ndustry can be d ivided i nto several  s ectors .  Sector 

analysis by main funct ion can be used , although there is some overlap. Leiper 

uses a seven secto r  analysis ( 1 989a, p46-47) . 

1 .  The Coordi nating  Sector. 

Th is  i nc l udes  g ove rnme ntal nat i o n al tou r ism o rg anisati ons  (NTO's) , 

regional tour ism associations  ( RTO's)  and i ndustry associations. This 

sector  i mp roves coordi nat io n  of a l l  secto rs of the i ndustry in order to 

benefit a specific  destination. 

2 .  The Marketing  Sector. 

This inc ludes  retai l and wholesale t rave l agents, ai rli nes' sales offices, 

and the pro motional functions of NTO's and RTO's. 

The mai n act ivit i es  of th is secto r  a re the p romoti o n ,  advertising , and 

publicity efforts in the tourism generating markets. 

3. The Carrie r  Sector. 

These a re t h e  tra nsportat ion  compan ies ,  i ncludi ng air l i nes ,  shipping 

companies ,  bus and coach l ines, car rental companies and railways. 
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4. The Accom modation Sector. 

This i ncludes hotels,  resorts, motels ,  camping parks, and hostels. 

5. The Tou r  Operator Sector. 

This sectio n  consists of companies who assemble packaged or  i nclusive 

tou rs which i nclude, at the min imum, t ransportation and accommodation ,  

but which can i nclude tours ,  e ntertai nment, meals etc. 

6 .  The Attract ions Sector. 

Busi nesses  w hich special ise i n  le isure activities comprised this sector. 

These i nc lude theme parks , sporti ng and cu ltu ral events and faci lit ies, 

entertai nment ,  and other attractions. 

7. The Miscel laneous Sector. 

This includes Duty free shops, souvenir and clothing stores, restaurants , 

banking faci lit ies (such as travellers cheques) , to name a few. 

This sectoral analysis of the travel and tourism industry can also be applied to 

the Pacific Is lands. In order to further understand the Pacific Is land industry ,  it 

is necessary to functional ly and structurally analyse the industry. 

From 1 976 to 1 985,  visitors to the Pacific area, includi ng the Asian countries 

on the Pacific rim ,  increased from approximately 1 1  mil l ion to 22 m i l l ion annual 

arrivals (School  of  Travel Industry Management, 1 987) . Of th is tota l ,  however, 

the Pacific I sland destinations i n  the region accounted for less than 5 per cent, 

or just over o n e  mi l l ion arrivals in 1 985. 
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I n  1 987 the 1 2  member countri es of the Tou rism Counci l o f  the South Pacific 

(TCSP) , which are al l  located in the South Pacific ,  received on ly 0.1  per cent of 

the total world touri st arrivals, (533,000 i nternational tou ri st arrivals) or 2 per 

cent of East Asia and the Pacific tou rist arrivals (Tourism Cou ncil of the South 

Pacific, 1 988). 

lt is p rojected that trave l  to Asia and the P aci fi c  wi l l  e xceed 28 mil l ion visitor 

arrivals by 1 990,  and if the Pacific Island region  can mai ntain its current market 

share ,  total arr ivals cou ld reach 1 .3 m i l l i on  i n 1 990 ( I bid . ) .  This uneven 

distribution  of  travel to_ the island cou ntries in the reg ion. a nd low growth rates 

are a resu lt of geographic iso lati on ,  long d istan ces  fro m the major  source 

markets ,  i nadequate (or  i n  some cases n on-ex istent) ai r services and hotel 

accommodation ,  and smal l promotional and marketing budgets. This trend is 

expected to conti nue ,  however some destinations will develop at a higher rate. (.\he more developed desti nations are Guam,  F ij i , the N orthern Marianas and 

Tahiti. 

Whi le  the Pacific Is lands have s im i lar tou ri sm p roducts , they compete with 

each other  for  a share of the same touri sm sou rce markets. These markets 

are Australia ,  N ew Zealand ,  Japan , the U nited States ,  Canada, the United 

Ki ngdom ,  Western Europe, and Asia. In 1 985, 92 percent of Japanese arrivals 

to the region went to Guam and the Northern Marianas, whi le over 95 percent 

of French visitors trave l led to eithe r  Tahiti o r  New Caledonia, thus creating an 

imbalance i n  outbound markets ( l bid) . 

Vi sito,rs f ro m the developed countries fi nd the  Pacific Is lands an attractive 

place to visit for seve ral reasons. These are :  

1 .  A n  u npo l l uted ocean and beach e nvi ro n m e nt where visitors can e njoy 

water sports, swimming and sunning ; 
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2 .  A n  u n p o l l uted : s afe ,  · l and  e n v i ro n m e n t  w h e re v i s i t o rs can  e njoy 

sightseeing ,  restaurants, shopping,  and pleasant hotel accommodation ;  

3. A warm , pleasant, year-round, tropical climate; 

4 .  Warm , f ri e nd ly ,  h e lpfu l people rep resent ing differe nt and i nteresting 

island cultures ;  

5 .  C lose p rox imity to sou rce markets , fo r  example the proximity o f  Guam 

and Northe rn . Marianas to Japan , and the closeness of Fiji to Australia 

and New Zealand. 

The profi le of visitors to the islands differs for each island g roup.  For instance , 

the Japanese visitors to Guam are young (61 %  are i n  their  20s) , and 50% are 

wo m e n ,  despite t he  fact that women m ake up  o n ly 34% of the  Japanese 

outbound market. 

I n  cont rast ,  t he  m ajo r  Aust ra l ian market s eg m e nts fo r F i j i  a re fam i l i es ,  

honeymooners ,  unadventurous travel lers and fi rst t ime trave l lers .  

The m ai n  benefit to  the local co mmun ity that i s  att ribute to tou rism is  the 

i m p o rtant contri but ion tour ism makes to the  eco n omies  o f  seve ral South 

Pacific Island countries. I n  addition to the two cou ntries u nder consideration in 

this thesis (which wil l be analysed in  succeedi ng chapters) ,  touri sm is making a 

significant ·contribution to national economies through the generation of foreign 

exchange.  
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An indication of th is· economic contribution i s  the foreign generated i n  several 

South Pacific dest inations  such as French Polynesia (US$1 46 mil l ion in 1 988) , 

New Caledonia (US$65 mi l l ion i n  1 988) , Tonga ($9 mil l ion i n  1 987) , Vanuatu 

(US$ 1 4  mi l l i on  i n  1 986) , and Papua N ew Gu inea (US$ 1 7 mi l l ion in 1 987) 

(World Tourism Org anisation ,  1 988). 

B Tourism Policies and National Structures 

Govern ments i n  t h e  P acif ic I s lands h ave o n ly recently begu n  to con sider  

tou ri sm as an i mportant  secto r  in  nationa l  economic development .  Most 

government leaders have expressed the need for governments to take a more 

act ive l e ad e rs h i p  r o l e  t o  e n su re that t o u ri s m  w i l l  p ro m ote e co n o m i c  

developme nt and · g rowth , w h i le fu l ly co n sideri n g  t h e  socia l ,  cu ltura l ,  and 

environmental concerns of the local people. 

The re latively s h o rt h i sto ry of  tou rism d eve lopment in the Pacific I s lands 

i nd icates that most i s land cou ntries share common needs and prob lems .  

These i nclude: 

Clear and consistent government policies on tourism ; 

Improved air services ; 

Appropriate education and training programmes; 

Awareness of m ajor tou rism generating markets; 

Tourism product development and improvement; 

I nvestment i ncentives; 
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Establ ishment ·of i mproved data bases; 

Uti l isation of i nternational and regional aid organisations; 

Minimisation of economic leakages. 

Most governments in the Pacific Island reg ion have establ ished organisations, 

structures and pol icies to admin i ster tou rism through national deve lopment 

plans and National Tourism Org anisations (NTOs) . 

. · Some governments i n  t he  reg ion · have d eve loped separate specific tourism 

development p lans ,  a lthough m any countries  s imply i nclude tourism in thei r 

overal l  national deve lopment p lans.  I ncreasi ng ly ,  there is a need to prepare 

specific tou rism deve lopment p lans ,  if national tourism goals and objectives 

are to be achi eved. For examp le ,  Fij i was the f i rst Pacific Is land country to 

develop a Tou ri sm M asterp lan  (which was funded by the U nited Nations 

Deve lopment P rog ra mm e )  in 1 975. Th is  is sti l l  the b l uepr int  for tourism 

development in  Fij i , although recently another Tourism Masterplan (funded by 

the Asian Deve lopment Bank) was completed. The Cook Islands, on  the other 

hand,  have not yet deve loped a tourism masterplan , although it has defi ned 

some objectives and strategies. 

The NTOs i n  t he  Pacif ic' I s lands vary i n  te rms of structu re and functions ,  

depending on  the leve l of  tou rism developme nt i n  each country. Because of 

the smallness of some tourism industries and the subsequent lack of fi nancial 

or human resou rces , reg ional cooperation  i n  tourism development is seen as 

one alternative in deal ing with some of the problems of development. A review 

of regional approaches to tourism development is covered i n  a later section. 
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Several factors have i nfluenced the structure o f  the NTO in  the Pacific Islands 

countries. These i nclude :  

The scale of tourism.  For most countries t he  scale o f  tourism is  small. 

The larg e r  i ndustri es  are found in Guam , Fiji , Northern Marianas and 

Tahiti ; 

. The low p ri ority assigned to tourism by g overnment. I n  most countries 

·. : tou ri s m  lacks recogn it ion as a s ing l e ,  i m portant i nd u st ry and must 

· · compete . · ·with oth e r  sectors which are pe rceived a s  h avi n g  h ighe r  

· - priority. · Many g overnments do not perceive tou rism as  a major foreign 

· · --- -· · ·currency e arn e r  and tend to expect the private sector to take the lead ; 

A lack o f  tou ri s m  po licies and systematic tourism developments plans. 

Most P acif ic I s l and countries have not defined and estab l ished clear 

tourism deve lopment objectives; 

I nsuffi ci e nt s u p ply of expertise . The re i s  a shortage of personnel with 

adequate knowledge and experience in the structu re ,  characteristics ,  and 

requirements o f  the tourism industry to p rovide the admin istrative control 

and di rection fo r development. 

There are two basic structures for NTOs i n  the Pacific Is lands: 

NTOs w h i c h  a re part of the cou ntry 's central adm in i st ration .  These 

NTOs formulate  tourist policy, supervise and control the tou rism sector, 

and assume responsibil ity for promotion and marketing ; 
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NTOs which are statutory bodies and have separate legal personalities 

a n d  h a v e  f i n a n c i a l  a n d  a d m i n i st rat i ve i nd e p e n d e n c e .  Th e s e  

organisations are l inked to central government through a ministry, 

semi-governmental or governmental boards. 

Some  of  these  o rg an isat io n s  have p rivate secto r participatio n ,  for  

example the Fiji Visitors Bureau. 

The functions of NTOs varies from country to country. Whi le most NTOs 

do not cover all of the fol lowing functions ,  they are usually responsible for 

at least some of them . . These functions are : 

Research , statistics and plann ing.  Activities i nclude collection and 

analysis of visitor statistics, and the formulation of national tourism 

development plans and prog rammes; 

Inventory of tourism resources .  Activiti es i nclude compi l i l i nh an 

i nventory of natural and cultural resources, select priority areas for 

tou ri sm development, formulating e nvi ronmental protection policies 

a n d  po l i c i es  to p rote ct ,  e ncou rage  and p ro m ote t radit i o n a l 

handicrafts and cu lture ; 

Development of tou ri sm faci lities .  Activities i nclude the creating 

and  ad m i n i ste ri n g  n at i o n a l i nvest m e nt funds to f i n a nce t h e  

deve lopment o f  t o u ri s m  faci l i t i e s ,  e ncourag i ng private sector  

i nv e st m ent  i n  t o u ri s m  and c reat i n g  and manag i ng p u b l i c  

enterprises (e.g. hote ls ,  travel  agencies, transport companies) ; 
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H u man res o u rc e  development .  Activit ies i nc lude determ i n i ng 

h u man re·s o u rc e  requ i rements ,  o rgan i s i ng vocat i onal t rai n i ng 

cou rses and  sem inars , and the establ ish ing and manag i ng hotel 

and touri sm  schools ;  

Tourism marketing and promotion. Activities i nclude the promoting 

domest ic and  fore ign  tourism, the estab lishi ng tou rist i nformation 

offices abroad, and the organising tou rist 

receptio n  services;  

- ·. Regu lati o n  . and  supervision of tour ist e nterprises ,  tou ri sm  ,trade 

associat ion s  and tou rist professions. Activities i nclude regu lat ing 

and supervi si n g  the hotel and cateri ng industry ,  travel agents , tour 

operators ,  and tou r  guides; 

Faci litati o n  of visito r arrivals. Activities i nclude developing po licies 

to amend and s implify entry and exit formalities ; 

I n te rnat i o na l  c o o p e rati on .  Acti v i t i es  i nc lude  part i c ipati o n  i n  

international m eeti ngs, the activities o f  i nternational o rganisations 

and i nternatio nal negotiations on tourism matters .  

C Regional and International Tourism Organisations 

There are several reg ion al and i nternational tou rism organisations which have 

developed programmes and strategies dealing with tourism development i n  the 

Pacific Islands. These are : 

U n ited Nati o n s  D ev e l o p m e nt Prog ram m e  ( U N D P )/Wo rld  Tou ri s m  

Organisation (WTO) 
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I nternational Labour ·organisation ( ILO) 

Pacific Asia Travel Association (PATA) 

Pacific I slands Deve lopment Programme (P IDP) ,  East West C entre 

Pacific Basin Development Council (PBDC) 

Tourism Counci l  of the South Pacific (TCSP) 

U n ited N at i o n s  D e v e l opme nt P rogramme/Wor ld ·  Tou ri s m  O rgan i sati on  

(UNDPM'TO) 

The U N DP/WTO reg i ona l office i s  based i n  S uva,  Fi j i . WTO's  Reg ional 

Tourism Deve lopme nt Plann ing and Trai n ing programme covers 1 3  Pacific 

Island countries.  The current project, which runs from 1 987 to 1 99 1 , p rovides 

technical assistance , trai ning , and financial assi stance for: 

Further development of hotel ,  cate ring and tou rism train ing  departments 

i n  nati onal vocational schools. The WTO trai n i ng  component provides 

sect oral miss ions to help identify training needs,, organises seminars and 

wo rks h o p s ,  p rov id e s  t rai n i ng pub l i cat i o n s , a n d  p ro vi d e s  t ra i n i ng 

consu ltants; 

I mprovem e nt of ·management ski l ls and fi nancial viab i l ity of small and 

medium accommodation establishments; 

Train ing of NTO officials ; 



3 5  

Increased public awareness of tourism;  

I ncreased regional coordination.  

I nternational Labou r Organisation  (ILO) 

I LO p rog ra m m e s  a re d e s i g n ed to  h e l p  P aci f ic  cou n t ri e s  ach i eve f u l l  

e mployment, raise livi ng standards and promote cooperation  betwee n  workers 

and e mployers. One of its p ri mary activitie s  i s  the deve lopment o f  human 

resources· through train ing.  The ILO provides substantial technical assistance 

for tourism trai ning· in- the Pacific ,  especially the Hotel and Catering School at 

the Fiji Institute of Technology. 

Pacific Asia Travel Association (PATA) 

PATA is  esse nt ia l ly  a tou ri s m  marketi ng  o rgan i sati o n  which assists its 

me mbers i n  p romoti ng and marketi ng tou rism desti nations i n  the Pacific and 

Asia region .  PATA was estab l ished in 1 95 1  and is headquarte red in San 

F rancisco , with a South Pacific Regional Office in Sydney. PATA has over 

2 ,000 membe rs ,  i nc lud i ng  g ove rnments , hote l i e rs ,  tou r  operato rs , t rave l 

agents, cruise and ai rli ne  companies and othe r  tourism related organisations
-
. 

lt also provides its members with research , deve lopment,  commun ications,  

education and trai ning prog rammes. Although its main focus of activity is the 

Asian countries, more attention has recently bee n  paid to the Pacific Is lands. 

· Pacific Islands Development Programme (PIDP)· 

P I D P ,  wh i c h  i s  a speci al p ro g ramme wit h i n  t h e  East West C e ntre (an 

educational and research institution funded by the U .S.  Fede ral Government) , 

i s  based i n  Hono l u l u ,  H awai i .  I n  1 987 P I DP i n it iated a p roject u nder  its 

Mu ltinational Corporations Programme with the fol lowing broad objectives:  
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The development and assessment of po l icy and strategy options  which 

wi l l  faci litate tou ri st sector growth with in the  socio-economic context of 

the Pacific Islands ; 

The d evelopment o f  a comprehe ns ive d ata  base which w i l l  p rovide 

g ove rn ments with tools and i nformatio n  t o  assist in p lan n i n g  future 

tourism development. 

P lOP  provides consultancy funds to the School of Travel I ndustry Management 
' 

(TIM )  of the - u n·iversity· of Hawai i  to carry o ut research studies o n  tou rism 

development in the Pacific Islands. 

Pacific Basin Development Council (PBDC) 

P B DC was established i n  Hawaii (1 980) as a non-profit corporation to foster a 

regio nal economic deve lopment strategy for the U .S .  Pacific Islands territories. 

P B DC serves  as a joi nt agency for the 4 governments of American Samoa, 

G u a m ,  H awai i  and the  Commonwealth of t h e  Northern Marianas .  The 

objectives of the PBDC include: 

To identify and assess the economic and s ocial development needs of 

t h e  P acif ic I s l ands ,  with spec ia. l  att e nt i o n  d i rected to the  member 

e ntitit ies ,  to exami ne various reg iona l  deve lopment st rateg ies  and to 

articulate the views of the region to the publ ic and private sectors. 

P B DC has conducted studies on manpower development in tourism,  provided 

tech n i ca l  ass istance to the Micrones ia  R e g i o na l  Tourism Counci l ,  and 

supported tourism related training projects. 
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Tourism Cou nci l of the South Pacific 

The TCSP was established as a regional governmental o rgan isatio n  i n  1 988 , 

although it was p revious ly operati ng as a vo luntary reg i o n al associat ion of 

national to�ris m  organisations.  Its current members are the  governments of 

American Samoa,  Cook I s lands , Fij i , Ki ribati , N i ue ,  Papua  N ew G u inea ,  

Solomon Islands, Tahiti , Tonga, Tuvalu , Vanuatu and Western Samoa. 

The main  objectives of TCSP are to : 

promote and develop tourism i n  the region ;  

establish a regional organisation for tou rism research , d evelopment and 

promotion .  

TCSP is based in  Suva, Fiji , and its main  source of fundi n g  i s  the Pacific 

R e g i o n a l  To u ri s m  Deve l o p m e nt P rog ram me ( P RT D P ) , f u n d e d  by the  

Eu ropean Development Fund o f  the EEC under the Lame Convention .  These 

g rants amounted to ECU 3.2 mi l l ion fo r Phase I ( 1 986-1 988) ,  and ECU 7.4 

m i l l i on  for P hase 1 1  ( 1 989 - 1 992) .  Howeve r, these funds  cover o n ly the 8 

(Asia/Carri bean/Paci f ic) ACP countries who are s ig n ato ri e s  to  the Lame 

Convention.  These countries are : Fiji , Kiribati , Papua New Guinea ,  Solomon 

I s lands ,  To n g a ,  Tuva l u ,  Vanuatu  and Western Samoa.  Othe r  m e mbe r 

cou ntries must seek add itio nal funds to enable them to participate i n  TCSP 

prog rammes. The pri ncipal components of the EEC/TCSP p roject are : 

Techn ical assistance to the TCSP and establis hment o f  a permanent 

secretariat ; 

Establishment of a modern research , information and data base ; 

Trai ni ng  and deve lopment of human resources i n  tou rism and tourism 

trai ni ng i nstitutions; 
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Development of awareness of tourism developments i n  the region ;  

Development or  a reg ional tourism marketing and promotion prog ramme ;  

Provi s i on  of regio n al tou r i sm surveys and p i lot p rojects o n  tou ri
'
s m  

development l i nkages. 

D Tourist Accommodation Capacity 

The cou ntries of the P acif ic offer a wide variety of tou ri st accommodati o n  

faci lities. These range from large ,  i nternational ,  fu l l  service hotels and resorts 

to self-catering  faci l it ies and budg et type accommodation .  Table 2. 1 shows 

the range of touri st accom modatio n  avai lable. 

The total room capacity for the South Pacific TCSP countries is under 1 2 ,000 

rooms; Fij i and Tahiti accou nt for a large share of these rooms. In additio n  

there are on ly 2 5  large hote ls with a capacity of over 1 00 rooms in the reg ion .  

E The South Pacific Air  Transport System 

The provis ion of adequate air  t ransportation is of vital concern to all Pacific 

Island countries ,  especially those who view the deve lopment of tourism as an 

important part of their  eco nomies.  Apart from two cou ntries (Fiji and Tonga) 

who have a substant ia l  n u m b e r  of  cru ise sh i p v i s ito rs , a l l  Pacific I s land 

countries are dependent o n  visitors who arrive by air. The level of ai r service 

provided to these is land destinations depends on  several factors, i ncludi ng the 

level of demand for tou ri sm to that desti nation, the degree of competition  from 

o the r  desti n at i o n s ,  a n d  the  av iat ion  bi late ral ag re e m e nts betwee n  the  

desti nation cou ntry and countries who are the major tourism source markets .  
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TABLE 2.1 
TOURIST ACCOMMODATIO N  CAPACITY IN THE SOUTH 
PACIFIC 1 987 (TCSP COUNTRIES} 

COUNTRY NO OF HOTELS WITH 
ROOMS MORE THAN 1 00 R OOMS 

American Samoa 

Cook Is lands 

Fiji 

Ki ribati 

N iue  

Papu a  New Guinea 

Solomon  Islands 

Tahiti 

Tong a 
Tuvalu 
Vanuatu 

Western Samoa 

. TOTAL 

* Estimates 
N .A.  N ot available 

H OTEL ROOMS 

2 1 4  1 1 84 

676 2 324 

4,271 1 0  1 ,962 

70 0 0 

28 0 0 

1 ,595 2 363 

31 3 1 1 0 1 

2 ,888 6 1 ,224 

41 0 0 0 
7 0 0 

620 2 290 

371 1 1 23 

1 1  ,462 25 4,571 

% 

86 

48 

46 

0 

0 

23 

32 

43 

0 
0 

47 

31 

40 

NO.OF 
TOURIST 
NIGHTS 

(000) 

N.A 

N.A. 

1 ,576 

22* 

N.A. 

595* 

1 41 

N .A. 

220 

*3 
1 48 

369 

Source: Tourism Counci l of  the South Pacific ,  Air Transport 

- Tourism Linkages Study, 1 988. 
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Ai r service to Pacific island countries i ncludes i nte rnational services (betwee n  

the country and other cou ntries within and outside the Pacific region) , regional 

services (between the country and other Pacific countries) , as well as domestic 

air services with in an island country. 

Few direct ai r services to major source markets (except for Australia and New 

Zealand) are avai lable to the Pacific Islands, which makes them dependent on  

connecti ng services ,  o ften  result ing i n  h igher fares and longer transit times. 

The principal i nternational airl ines servici ng the South Pacific are: 

Ai r New Zealand (with services to Cook Islands, Western Samoa, Tonga, 

and Fij i ) ;  

Qantas (with services to Fiji and Tahiti) ;  

Ai r Niugin i  (with services from Papua New Gui nea to  Sydney , Brisbane,  

Solomon Islands) ; 

Ai r Pacif ic (with s e rv ices f ro m  Fij i to B risban e ,  Sydney ,  Melbou rne ,  

Auckland,  Vanuatu , Solomon Is lands , Tonga, Western Samoa) ; 

Canadian I nternational (with services to Fiji and Auckland) ;  

UTA (th e  Fre nch ai rli ne)  with services between  France, Tahiti and New 

Caledonia; 

Polynesian A i rl i nes  (with service from W. Samoa to Tonga, Auckland, 

and Sydney) ; and 

Hawai ian  A i r l i nes  (wi th  services from Honolu lu  to American Samoa, 

Western Samoa, Tonga, the Cook Islands, Tahiti and Auckland) . 

There is no major U .S .  carrie r  providing service to the South Pacific Islands. 
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I n  the North Pacific, the main  i nternational carriers are : 

Continental Ai rli nes and Ai r Micronesia (with services from Honolu lu to 

M aj u ro ,  Tru k ,  Ponap e ,  N orth e rn Marianas ,  Guam and Papua  N ew 

Gu inea) ; 

Japan A i rl i n e s  (with s e rvices  from Tokyo and Osaka to Guam and  

Northern Marianas) ; and 

Hawaiian Ai rli nes (with services from Honolulu to Guam). 

Figu res  2 . 1 - 2 .4  show the cu rrent seat avai labi l ity between  Austral ia, N ew 

Zealand, Japan ,  and North Ameri ca and the Pacific Islands� 

Ai r · t raff ic f lows i n  the region  (Figu re 2 .5)  show the annual number  of seats 

avai lable between most of the South Pacific Is land countries. 

The absence of ai r service with a major U.S. ai rl ine puts a severe constraint on 

the abi l ity of the Pacific Islands countries to market and service the important 

North A merican market. Most countries look to North America as a major  

g rowth market ,  but the major  airli nes servicing the Au�tralia/New Zealand and 

North  A m e rica markets (t rans -Pacif ic services) are e i ther over-flyi ng the 

islands, o r  are through flights not dedicated to the Pacific Islands. There i s  no 

longer a com mercial or technological need for i ntermediate stops. As a resu lt, 

g rowth rates for ai r passenger traffic to the Pacific wi l l  be lower for the Pacific 

Is lands t h a n  fo r other  areas of t he  Asia Pacif ic reg ion  (School of Trave l 

I ndustry Management ,  1 987) .  Th is  makes it d ifficu lt to promote the Pacific 

Islands i n  North America. 

Another constrai nt on ai r service is the fact that air fares to the Pacific Is lands 

·are h igher than other regions. 
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Fig 2. 1  
Seat availability between Australia and the South Pacific in each direction, 1 988 
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Sclomon Islands Westem Samoa 

1 1  400 

New Caledonia 
90 000 67 600 

Tahiti 

AIJstraJ'a 
(Sydney. B�. Melbourne, Ca.ms) 

Fig 2.2 
Seat availability between New Zealand and the South Pacific In each direction, 1 988 
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Source: Tourism Council ol the South Pacific. Air-Transport-Tourism Linkages Study, 1988 
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Fig 2.3 
Seat availability between Japan and the South Pacific in each d irection, 1 988 

Japan 

New Caledonia 

Fig 2.4 
Seat availabi l ity between North America and the South Pacific I n  each direction,  1 988 
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.USA 
(excluding Hawai) 
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Source: Tourism Council of the South Pacific. Air-Transport-Tourism Linkages Study, 1 988 
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Fig 2.5 

Seat availabil ity In  the South Pacific, 1 988 
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Source: Tourism Council of the South Pacific, Air-Transport-Tourism Linkages Study, 1988 
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The lowest a ir  fares· offered for travel betwee n  the Pacific Rim (Australia, New 

Zealand ,  North Amenca and Japan) countries  and the Pacific I s lands region 

are g e n eral ly cons iderably h igher than charter fares avai labl e  to other world 

tourist areas. Advanced purchase fares between Fiji and the U.S. are the one 

exception  (To u ri s m  Counci l  of the South P acifi c, 1 988) .  Th ese h igh  fares 

make it more difficu lt to attract growing numbers of tourists. 

The techno log ical deve lopment of ai rcraft ( e . g .  the 8747 a n d  DC1 0)  have 

made non-stop trans-Paci fic flights possible .  The 8747-400 ,  which wi l l  soon 

be avai lable  to Pacific carriers, has a maximum range of over  8 ,000 mi les at 

full payload . .  Thi s  wi l l  tend to add to the overflying  trend already establ ished. 

Table 2 .2 l ists  the types of ai rcraft operating in the South Pacific. 

Another  constrai nt o n  the provision of better  air service to the is lands is the 

current worldwide shortage of ai rcraft avai lab le for sale or lease to the airl ines. 

As a result of th i s shortage ,  ai rcraft are being  uti l ised o n  the  m ost profitable 

routes ,  wh ich  are n ot n e cessari ly the Pacif ic I s land routes .  This leads to 

i nfrequent air service , which often leaves and arrives at the desti nation  late at 

night. 

I nternationa l  aviatio n  rig hts between Pacific Island countrie s  are covered by 

the b i lateral agreem e nts between the desti n atio n  cou ntry a n d  the countries 

with major tou rism markets. These bi lateral ag reements defi n e  the framework 

under which i nte rnational aviation wi l l operate between the two countries ,  and 

may also address service beyond, to other countries. These bi lateral aviation 

. ag ree ments e stabl ish rights for the operatio n  of commercial ai r services and 

cover  routes ,  d eterm ine  rates and fares ,  frequencies� capacities ,  n umber of 

carrie rs ,  tariffs and user charges, and basic rig hts for operation .  There are five 

of these basic rig hts, known as "freedoms". These are:  
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TABLE 2.2 

TYPES OF AIRCRAFT BEING OPERATED IN THE SOUTH PACIFIC 

Normal Seat Configuration 

Aircraft 
Type Code First Business Econ omy Total 

JET AIRCRAFT 

Boeing 747-200 747 0 24 39 1 41 5 
MD DC1 0-30 01 0 1 2  34 209 255 
Airbus A300 AB3 0 30 203 233 
MDDC8 083 1 4  1 4  221 235 
OR 083 0 1 2  1 92 204 
Boeing 767 767 0 24 1 85 209 
Ai rbus A31 0-300 31 0 0 1 2  1 79 1 91 
Boeing 727-200 . 727 0 8 1 38 1 46 
Boeing 737-300 733 0 N/A N/A 1 1 1  
Boeing 737-200 737 0 0 1 1 0  1 1 0 
Carave lle CRV 0 0 60 60 

TURBO-PROP AIRCRAFT 

DHC-7 (Dash 7)  OH? 0 0 42 42 
ATR 42 ATR 0 0 42-46 42-46 
BAe 748 HS7 0 0 40 40 
DHC-8 (Dash 8) DH8  0 0 36 36 
CASA 2 1 2  CS2 0 0 24 24 
Bandei rante EMB 0 0 20. 20 
DHC-6 (Twin Otter) DHT 0 0 1 8-20 1 8-20 

PISTON ENGINED 
AIRCRAFT 

DHH 0 0 1 5- 1 6 1 5-1 6 
De Havi l land Hero n  BNT 0 0 1 5-1 6 1 5-1 6 
BN Trislander CSQ 0 0 1 0- 1 2 1 0- 1 2 
Queen Ai r B N I  0 0 9-1 0 9-1 0 
BN Islander CN4 0 0 9 9 
Cessna 404 NAV 0 0 8 8 
Piper Navajo BEB 0 0 5 5 
Beechcraft Baro n  AZT 0 0 4 4 
Piper Aztec C1 7 0 0 3 3 
Cesna 1 72 C1 5 0 0 2 2 
Cesna 1 52 

Source: Tou rism Counci l of the South Pacific, Air Transport 
- Tourism Linkages Study, 1 988 
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1 .  The rig ht o f  a comm e rcia l  ai r l i ne  to ove rtly t h e  te r ri tory of another  

country; 

2 The rig ht o f  a com m e rcial  ai r l i n e  to land i n  a n ot h e r  country for the 

purposes of refuel ing ,  ai rcraft repair, or an emergency, without providing 

commercial service ; 

3 The rig ht of a commercial ai rli ne  to carry fare-paying passengers from 

the home country to a second country; 

4 The rig ht of a com m e rcial ai rli ne  to carry fare-paying passengers from 

anothe r  country to the home country ;  

· · 5.  The right of a commercial ai rl ine to carry fare-paying passengers to and 

from a third country as part of the service betwee n  the home country 

and a second country. 

Most Pacific Island countries grant fi rst and second freedom rig hts, while thi rd 

and fou rth  f reed o m  ri g hts  are restr icted to t h e  ro u t e s  s peci f i ed  i n  the 

ag reement .  Fift h  freedom rig hts a l low a carrie r  t o  deve l op a more viable 

service (becaus e  t raff ic to  the Pacific Is lands is low) by servicing  a thi rd 

country. Proble m s  may then arise when traffic to the thi rd (non-Pacific Island) 

increases to the extent that the Pacific Islands m ay eventual ly be bypassed. 

"Historically, the developed nations of the world have enjoyed an advantage in 

negotiati ng  favou rable te rms in the i r  bi lateral i nternatio n al ag reements, and 

this continues today" (Tourism Council of th� -South Pacific, 1 988 p.50). These 

restrictive provis ions wi l l  undoubtedly be difficu lt to overcom e  i n  the short-term, 

but progress is possible over the longer term. 
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Tou rism Marketing and Promotion 

Most NTOs i n  the  Pacific I s lands have n ow d eveloped thei r own national 

market ing and promotional strategies to g e nerate more visitor arrivals to their 

dest inations .  Some are better developed t han others (for instance Fiji and 

Tahit i )  wh i l e  the s mal ler  cou ntries with s ma l l e r industries have m i ni mal 

marketing plans. 

lt is n ow recogn ised that pe rhaps a m o re e ffective approach to tou rism 

marketing and promotion is a regional programme.  The TCSP has developed 

a co m p re h e n s ive reg i ona l  t ou ri sm  m a rket i n g  strategy a n d  p ro motio n 

prog ramme .  This is  not desig ned to rep lace national prog ra m mes ,  but is 

i nt e n d e d  to f u rthe r ·st reng then  n ati o n a l  m arketi ng p lans.  The reg ional 

marketing programme includes : 

P roduction  of 1 2  documentary-type fi lms  for te levision screening.  These 

comprise 1 0  national f i lms of 25 minutes each , one regional documentary 

fi lm  (55 minutes) and one regional p ro motional fi lm (1 5 minutes) ; 

P roduction  of a range of high quality marketing publications including a 

t rave l  manual providi ng vital facts about the Pacific Is lands,  a tourist 

map ,  4 reg io nal  poste rs , 4 broch u re s  (covering diving , s po rt fi shing , 

adventure tours and nature tours) and a p ress kit. These marketing tools 

are used to promote the Pacific Islands at i nternational trade fai rs ;  

- Coordination  of the "South Pacific Vi l lag e" ,  a regional exhibition stand 

o rganised by TCSP at four major i nte rnational trave l industry trade fairs 

each year. These fai rs are ITB in B erli n ,  I nternational Travel Exhibition 

( ITIX) in Chicago,  the Sydney Hol iday and Travel Show, and the London 

Travel Mart. 
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I n  addition to the TCS P  marketi ng programme, PATA provides assistance to 

its member countri es i n  marketi ng and promoti ng thei r desti n at ions. PATA 

itself sponsors an annual PATA Travel Mart which i nvolves most Pacific Island · 

countries. 

G Tourism Education  and Training 

Human resource development for the tourism industry is a critical issue for the 

Pacific Islands. The shortage o f  trained personne l  in al l  secto rs and  at a l l  

l eve ls  of the  touri s m  i n d u st ry is  one of the  major  constrai nts fo r tou rism 

d evelopmenLin a lmost a l l  o f  the Pacific I s lands. I n  most countri es ;  h igher  

payi ng ,- ·management leve l posit ions in the  industry are he ld by  expatriates. 

I nd igenous  Pac i f i c  I s l a n de rs a re usua l ly e mployed i n  t he  lower pay ing  

positions because local residents often lack the qualifications to  participate i n  

tourism careers (Schoo l  o f  Travel I ndustry Management, 1 987). I n  o rder to 

i ncrease �e participatio n  of local residents at all levels in the tou rism industry ,  

there is a critical need to  deve lop comprehensive human resou rce plans for 

each country. This requ i re s  close coordination between the g overnments or 

NTOs and the p rivate secto r. Trai n i ng needs for each cou ntry m ust be  

identi fi ed and opportu nit i e s  be presented to local residents to acqu i re the  

trai ning. Several Pacific I slands share some common train ing needs, such as  : 

E ntry leve l  t ra i n i n g  f o r  l owe r ski l l ed  jobs such as h ou s e ke e p i n g ,  

maintenance , food p reparation;  

Ski l ls upg rading at al l  levels for those al ready employed i n  the i ndustry ; 

Mid-manag e m e nt leve l - education  and trai n i ng  fo r supervis o ry leve l  

personnel within hotels,  tou r  operations ,  catering etc. ; 

Advanced manag e me nt leve l t raining for specialised train ing i n  tou rism to 

benefit e mp loyees  f ro m  the private sector and g overnm e nt th rough 

executive deve lopment seminars, conferences, courses/programs. These 

are usually avai lable at train ing institutions overseas; 



5 0  

Train ing for NTO stalf and government officials i nvolved in policy making ;  

Training i n  business ski l ls . Such programmes focus on the e ntrepreneur 

and provide practical advice fo r owners and potential owne rs of small 

scale tou ri sm b u si n e sses  such as h ote ls/mote l s ,  restau rants , tour  

operations and retail shops; 

Public awareness programmes for residents. 

Tou rism educatio n  and  t rai n i ng  i n  the reg i on  is covered by some n ational 

institutions and several regional o rganisations.  Most of these are non-degree 

programmes. In additio n ,  several institutions in the Pacific rim countries (e .g .  

Austral ia ,  New Zeala n d  and Hawai i )  o ffe r degree  prog rammes to Pacific 

Islanders. The following is a selected number  of these programmes and their 

locations. 

1 .  Fiji 

The Hote l  and Cateri ng School at the Fij i Institute of Technology offers a 

Diploma which p repares students for lower management positions. The 

prog ramm e  was designed in partnership with the i ndustry and provides 

compu lsory pe riods of i ndustry emp loyment .  The School  a lso offers 

waiter train ing,  basic commercial cookery, and basic housemaid train ing .  

The Fiji N ationa l  Train i ng Counci l  (FN TC) offe rs tourism program mes 

including housemaid training , a food service course and food p roduction.  

These are short te rm cou rses (5 to 50 days) desig ned to upg rade skil ls 

for employees with some experience in the industry. 
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The Tourism Council of the South Pacific (TCSP) ,  based i n  Fij i ,  offers 

basic train ing iri front office management ,  housekeepi n g ,  and food and 

beverage service. These 2 month cou rses are provided o n  request by 

the member country and are conducted in-country ,  joi ntly sponsored by 

g overnment and the i ndustry. 

U niversity of the  South . Pacific. Although the USP does  not offer any 

specif ic courses i n  tou ri sm ,  there are p lans unde rway to develop a 

diploma course i n  tourism which is expected to be implemented i n  1 990. 

This is being developed in cooperation with TCSP. 

2. Cook Is lands 

The Cook Islands do not have an established tourism train ing institution 

although short term courses i n  bartending , food and beverage s·ervice , 

housekeepi ng,  and front office manageme nt have been conducted from 

time to tim e  th rough the recently established Hospitality Train ing Board. 

3. Papua New Guinea 

Lae Technical Col lege in Papua New Guinea offers a certificate course in 

Hotel and Catering Administration for middle management e mployees. 

4. School of Travel I ndustry Management (TIM). University of H awaii 

The TIM School offers undergraduate and graduate degree programmes 

and certified professional training programmes. Although these courses 

are provided p ri mari ly for the Hawai ian tourism industry ,  they are also 

avai lable to Pacific Is landers. These are : 
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Bachelor of Busi ness Administration ( BBA) with an  emphasis i n  one of 

three areas ;  Tou rism Management, Hotel and Restaurant Management 

or Transportation  Management. Since 1 988, TIM also offers a Master of 

Professional Studies (MPS) in  Travel I ndustry Management. 

The Profess ional Programme in  Tou ri sm Studies (PPTS) provides o ne 

year of study i n  areas of tourism development and management. This is 

designed to assist developing countries  with immediate needs for 

policy level managers or teachers . 

. The Executive Development Institute for Tou rism (EDIT) i s  a . five week 

summer programme providing intensive trai n ing in areas such as tourism 

manag e me nt i nformation systems,  strateg ic  marketing , research and 

tourism advertisi ng and promotion , and cu ltu ral heritage. Since 1 979, 

ove r 45 P ac i f i c  I s lande rs f rom N TOs h ave c o m pleted the
. 
E D IT 

programme. 

Hawaii I ntern at io nal Hote l I nst itute ( H I H I )  offe rs one week cou rses 

designed to upg rade and develop new ski l ls of current employees in  the 

hotel and  restau rant sector (Schoo l of Trave l I ndustry Management ,  

1 987). 

Unive rsity o f  Hawaii Community Co l leges offer a variety of vocational 

tou rism t rai n i ng  p rogrammes i n  hotel operations  o r  food service . The 

focus of these 2 year programmes is primari ly for e ntry level positions. 

H awa i i  P a c i f i c  C o l l e g e  ( H P C)  o ff e rs a B ac h e l o r  of Sc i e nc e  i n  

Management degree with a major i n  Travel I ndustry Management. 
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Four  year tou rism-re lated degree p rog ramm es are avai lable at the  

Footscray Institute of Techno logy , James  Cook U n ive rsity. Also ,  the  

g ove rn ment sponsore d  Techn ical a n d  F u rthe r  E d u cati o n  (TA F E )  

programme offers a number of vocational certificate cou rses. 

6. New Zealand 

Massey University in Palmerston North has both an underg raduate and 

g raduate tou rism prog ramme with in  the Facu lty of Bus i ness Studies 

Graduate Studies Programme.  

With in the undergraduate prog ramme, cou rses are o ffered i n  touri sm law, 

tou rism systems, hospitality management, tourism management ,  n ational 

and  reg ional tou rism deve lopment ,  t rave l manag e me nt ,  and touri sm 

management i nformation systems. 

In addition ,  Li nco ln Un ive rs ity's Department of Parks , Recreatio n  and 

Touri sm offers a bache lo rs degree cante ri ng o n  tou ri sm ,  and Otago 

University has a Graduate d iploma in tourism.  

Also the Central Institute of Techno logy's School of  Hotel and Tourism 

Ad m i n i st rat ion  p rovides  techn ical  t ra i n i n g  for  f ood  a n d  beve rage 

managers ,  front-of-house, travel agency and housekeepi ng .  

7. Other  

S everal reg ional and i nternational o rgan isations a lso p rovide t ra i n i ng 

prog rammes. 
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The Pacific Asia Trave l  Association offe rs broad-based program mes 

dealing with cu rrent issues and trends for people al ready employed in  the 

industry at management leve l .  These cover a wide range of subjects 

i n c l u d i n g  m a rke t i n g ,  s t rat e g i c  m a n ag e m e nt ,  h u man  res o u rce 

development, m icrocom pute r workshops,  heritage conservatio n ,  and 

various others . 

. The World Touri sm Org anisation (WTO) , i n  conjunction with the Un ited 

Nat ions  Deve l o p m e nt p rog ramm e ,  ( U N D P )  also conducts t rai n i ng 

activities in  hotel ,  and cateri ng ,  management, education of NTO officials, 

and tourism awareness programmes. 

H Tourism Research and Statistics 

Regional tourism research i n  the region is provided by several i nstitutions and 

organisations i ncludi ng U N D PIVVTO, PATA, P lOP ,  PBDC,  and TCSP. National 

tourism statistics are co l lected by each NTO, which are then passed o n  to 

several regional o rganisations including PATA and TCSP. 

The TCSP project is g o i ng to establ ish a co mputeri sed reg ional tourism 

d atabase.  To achieve t h i s  a central network computer system has been 

established at the TCS P  Secretariat in  Suva. The TCSP is  providing personal 

co m pute rs to t h e  i nd i v i d u a l NTOs of  t he  8 AC P cou nt ri es ,  i nc lu d i n g  

standardised software packages. TCSP wi l l  also p rovide t raining of the NTO 

staff in operation of the computers and software packages. Telefax machines 

h ave also been p rov ided  to these cou ntries  to im prove commu n icati o n  

between the Secretariat a n d  its members. 
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Standard i sat io n  o f  tou rism arrival stati stics h as been  i n i t iaated t h rough  

ag reement on  a standardised arrival card at a regional conference sponsored 

by TCSP o n  tou rism statistics held in  1 988. After each country has introduced 

the new arrival card ,  this should facilitate regional analysis of d ata. 

Addit io na l ly ,  i m p roved stat ist ical i nformation has bee n  g en e rated through 

visito r surveys in Tonga, Western Samoa, the So lomon Is lands,  Papua New 

Guinea Vanuatu ,  and  the Cook Is lands .  Tou ri sm  p lant i nventories ,  hotel 

capacity and occupancy, and employment surveys have also been in itiated. 

ln . this chapter, the .tourism envi ronment has been  categorised i n  seven sectors 

for analysis. An  analysis of regional visitor markets and visitor attractions was 

also presented.  The common needs and problems of the tourism i ndustry is 

the South Pacific region were identified, and tou rism po lici es and the role of 

national tourism o rganisations (NTOs) were discussed. I n  addition ,  the roles of 

regional and i nte rnatio nal o rgani sat ions  deali ng with tou rism i n  the Pacific 

Islands were identified.  

The South P acif ic a ir  transport system ,  which i s  a crit ical factor in touri sm 

developm e nt i n  the region ,  was analysed to demonstrate the  dependency of 

the two countries  u nder consideration in  this thesis on  e xternal factors. Both 

the Cook Is lands and Fiji are at the mercy of decisions made by management 

boards of  fo re i g n  ai rl i nes ,  whose deci sion are based o n  pure ly economic 

factors ,  with l i tt l e  considerati o n  of the  n eeds of the local people of tourism 

industries. 

Final ly, an  analysis of reg ional efforts to cooperatively market these South 

Pacific desti nations  and provide tou rism research and t rain i ng was provided. 
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CHAPTER 3 R EVIEW O F  ENTREPRENEURSHIP THEORY 

In order to understand i ndigenous entrepreneurship development in the Pacific 

Islands, it is necessary to fi rst review traditional Pacific Island economies and 

parts of the western m odel  of  general entrepreneurship theory. Although some 

aspects o f  the we st e r n  m ode ls  of  e nt re p re n e u rsh i p  a re not  re levant o r  

appl icable to Paci f ic Is land e ntrepreneurs ,  there are several aspects that do 

apply. The psychological factors in entrepreneurship development, which are 

a relevant example, a re reviewed in the beginning part of this chapter. 

Entrepreneursh ip opportun it ies in the tourism i ndustry are then considered,  

along with a review of i ndigenous entrepreneurship in the Pacific Islands. The 

latte r  part o f  t h e  c h a pt e r  focuses o n  deve lop i ng  a p rof i l e  o f  a Paci fi c 

entrepreneur and Pacific women entrepreneurs. 

A Traditiona l  Pacif ic Island Economies 

Traditional Pacific econ omic systems were social ist, paternalistic societies,  

with an emphasis on the i mportance of the group ( i .e .  extended fami ly) and the 

community as a whole .  The traditional economies of most is lands were based 

on exploitation of the land and the sea. 

Although land is the g reatest resource of these islands, land was not regarded 

by traditional societ ies as a capital good , and there was no conception of the 

. sale of land or i ts p roduce.  Raw materials for every need were derived from 

the land and so m e  f ro m  t h e  sea .  Most food (breadfru i t ,  taro , bananas ,  

plantai ns and seafood)  was gathered,  but not generally cultivated ,  therefore 

relatively large amounts of and were requi red to sustain a family. 
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I n  pre-contact society in  the Cook Islands, there was little trading (Crocombe, 
. . 

1 946 p1 9 )  and  therefore l ittle i ncentive to produce more tan was necessary for 

subsi stence , g ifts and  t ri bute. I n  Fij i ,  at least i n  the latter  part of the  1 8th 

century ,  there was considerable trading between the coastal and i nland areas , 

and even between Fiji and Tonga. 

I n  t raditio n al P aci fi c  societies ,  land and society were i ntricately i nterwoven. 

Membership in a clan or tribe brought with it rights and respons ibi lities  to the 

land. Land rig hts were held by social groups,  not i ndividuals. 

No ran k  title and no descent group was conceivable aparUrom the lands 

associated with it and no materia l  g ood cou ld be acq u i red  Qther  than 

from the land or the sea. (Crocombe ,  1 964 p.20) 

Members of the descent g roup were obl iged to supply produce fro marriages, 

funerals and othe r  important events. These rights obligations  supported and 

maintai ned social relations.  

After  contact with the west, Pacific Is land economies began to change from a 

social ist e co n o my to the more i ndividual istic one capitalistic economy of the 

western countri es  with whom they came i nto contact. Island people (especially 

leaders )  rea l i sed  the n e ed to acqu i re cash i n  o rder to acqu i re the goods 

imported by western traders. They there fore started to produce a surplus of 

food i n  o rd e r  to t rade with visiti ng sh ips .  This e nabled t he m  to purchase 

imported knives ,  nai ls ,  too ls ,  cloth , and other  desired items. Gradually, Pacific 

Is land peoples beca·me part of the cash economy, learning to adapt to a new 

capital istic way of life . 



5 8  

Some Pacif ic societi e s  adapted to the western capitalistic eco nomy more 

readi ly and successfu l ly than others. I n  the case of the Cook Is lands and 

Western Samoa, participation  by indigenous entrepreneurs in  commerce has 

been reasonably successful .  I n  contrast with this success i s  the case of Fiji 

(and other Pacific I slands) , where successful indigenous entrepreneurship has 

been minimal (Fai rbai rn , 1 988, p .4) .  Since the early trading days after contact 

with the west, whe n  Fij ian chiefs traded with westerners , it is apparent that the 

numbers of e ntrepre neurial indigenous Fijians and thei r levels of success have 

declined. 

Previous stud i es  such  as t h ose  by Belshaw ( 1 964) ,  Finney ( 1 973, 1 987) 

Epstein (1 968) ,  Watte rs ( 1 969 ) ,  Bol lard (1 984) , Lament ( 1 983) , and Fairbairn 

( 1 988) , s ugge st t h at t he re a re two mai n  constrai nts on  e ntrep reneuria l  

deve lopme nt .  These are l im ited experi ence and tech nical know-how, and 

weak motivation .  Lack o f  m otivation is  a problem related to  the  continued 

existence of  value systems that are rooted in  traditional cultures. 

In  addition ,  i n  h igh ly h ie rarchical societies such as Fij i , lack of social mobil ity 

also serves to suppress aspiring entrepreneurs from expanding thei r horizons 

and breaki ng away from the norm .  

However, the eco n o mic h isto ry o f  some Pacific Is land countries shows that 

entrepre n e u ria l  act iv it i e s  we re i ndeed very much alive du ri ng pre-contact 

times. For example ,  i n  the G azelle Peni nsula of Papua New Guinea, Epstein 

(1 968, p29) fou nd evidence of regional markets that thrived during pre-contact 

times and a form of "primitive capitalism" in operation that was characterised 

by concepts of owne rship of resources, employment, profit , and accumulation 

of wealth. She found that an extensive trading network ad been established 

through which " in land natives produced a surplus of tare and other food crops 

which they sold to coastal Tolai and in tum brought fish ,  saltwater, wildfowl as 

well as l ime" (Epste in ,  1 968, p22). 



5 9  

Between 1 827 and the advent o f  permanent trad ing stores ,  the people of 

Rarotonga had been i nt roduced to barter  and sale u nder  conditi ons  that 

i n h ib ited the  deve lopme nt of  economic i ndivi dua l ism.  Subsequently , the 

missionaries e ncou raged the chiefs to o rganise the planting of cash crops as 

l i neage or  vi l lage projects, a lthough the p roduct ion of subsistence crops be 

extended fami ly g roups continued (Gilson ,  1 980 p .54) .  Trough this o rganised 

production of cash crops (such as pigs, poultry, fruit, vegetables, coconut oi l ,  

coffee and cotton) ,  the chiefs o rganised and controlled the marketing functions. 

In the.Gook islands duri ng the 1 860's (40 years after i nitial contact ) ,  a highly 

.deve loped system _ o f  entre preneu rshi p emerged  under  the leadersh ip  of a 

g roup of "chiefly entrepreneurs" (Ibid . ,  p.54). 

The chiefs actual ly ope rated schooners which traded throughout the  Cook 

I s lands ,  Tahit i  and even New Zealand.  These e ntrepre n e u ri al activities  

continued u nti l annexation i n  1 900 when the new Zealand admin istration took 

away the t rading powers of the chiefs. 

A s imi lar scenario i s  fou nd i n  Tahiti where ,  accordi ng to Finney (1 971 , p . 1 8), 

trade between Tah iti and the outside work duri ng the early 1 9th century was 

dom inated by a few lead i ng  chiefs. As i n  the Cook Is lands , t hese "trader 

chiefs" used their  chiefly p re rogatives to control al l  commercial relations with 

Eu ropeans.  However, th i s period of entrepreneurial endeavor e nded in the 

early 1 840's due to the French takeover and discouragement by missionaries. 

This control of commercial activities by the chiefs enhanced their p restige and 

social status through busi ness success. Other examples of entrepreneurial 

performance in Papua New Gui nea resulting from contact with Eu ropeans, and 

the  conseque nt i nt roductio n  of the cash eco n o my are provided by other 

scholars such as Epste in (1 968) , Finney (1 9730 and Salisbury (1 970) . 
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H oweve r, afte r co lo n ia l  g overnme nts were establ i shed , t h e re was l i tt le 

encouragement of ind igenous entrepreneurs unti l the 1 960s and  1 970s when 

moves for po l i tical i ndependence requi red more economic  i ndependence. 

With a capitalist econo my fi rmly in place (including the entre nchment of multi­

n at ional co rporati o n s  who  explo ited the reg ion 's  natura l  a n d  com mercial 

resources) ,  Pacific Is landers have been expected to successful ly develop the 

private sector in o rder to achieve economic independence. There is no turning 

back. Capita l i sm i s  a f i rm ly establ ished part of the way o f  l i fe of  Paci fic 

Is landers i n  the 20th century. lt is also an appropriate eco n o mic system ·for 

these islands; . The on ly question is how can the majority of Pacific Islanders 

successfully benefit from this system? At least one of the· answers i s  through 

private sector  development and encouragement of i ndigenous e ntrepreneurs .  

B Entrepreneurship - Nature and Scope 

E ntrepreneu rsh ip  i s  n ow recognised both i n  the developed and  d eve loping 

countries as an essential resource in the development process.  

Most entrepre neu rsh ip  theory to date has been developed in a Eu ro-centric, 

western model .  The "fathers" of entrepreneurship theory (McCie l land, Winter, 

Schumpter, B romley, Hagen ,  Hoselitz, Baumol , Knight and Ki lby) focused on 

e nt re p re ne u rs h i p  i n  d eve loped weste rn soc iet ies .  With i n t h i s  context ,  

M c C i e l l a n d  ( 1 9 6 1 ) i d e n t i f i e d  s o m e  o f  t h e  psych o l o g i c a l  factors  i n  

e ntrepreneurship development. 
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Psycho logical Facto·rs i n  E ntrepreneurship Development 

Achieved vs. ascribed status. 

Rapid ly  g rowi ng  eco n o m i es p rovide more o pportu ni t ies for i ndividuals  to 

achieve status,  whi l e  an i ndividual's ascribed status (usual ly th rough birth) is 

more common in slowly developing societies. McCiel land viewed the supply of 

entrepreneurs as being m otivated by the need of an i ndividual to achieve, o r  

Achievem ent. This . need is  associated with a personality that places. h igh . 

value o n  success ,  person al i n itiative , cu riosity and a rational and practical 

approach to p rob l em  so lvi ng .  E nvironme ntal factors ,  such as ch i ldhood 

experi ences ,  re l i g i o n ,  c u ltu re ,  and educat io n ,  p lay an  i m po rtant part i n  

promoti ng  e ntrep re n e u rs h i p .  Success i n  bus iness i s  an  important sector 

where hig h ly motivated peop le with a need fo r achievement can exce l .  In  

places where the e nvi ro n ment for entrepreneurs is conducive, the supply of 

entrepreneurs wi l l  be high (McCielland and Winter, 1 970).  

Anti-traditional ism and social mobi lity. 

The entrepre neurial i ndividual is more wi l l ing to b reak with institut ions of an 

earlier  period and accept social and technical i nnovatio ns. The individual is a 

person who chal lenges the estab lished order and i s  a se lf-promote r of h is  or 

her own caree r. 

U niversalism vs. particu larism. 

This is a situation where a code of laws has developed which apply equally to 

all i ndividuals regard less of who they are in  particular. I ndividuals do not e njoy 

special rights o r  privi leges due to their status in l ife o r  by birth. All i ndividuals 

are "equal before the law" ( Ibid. p. 1 7a) . 
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Specificity of ro le relationships. 

Modern society is characte rised by stress ing contracts rathe r  t han  status .  

Individuals provide a l imited service in exchange for money, as for example in  

the doctor/patient relationship.  Traditional societies are often characterised by 

diffuse networks of re lati onships with each other  which are n ot f unctio n ally 

specific. There are no  clear specific objectives expected from e ach s ide.  

Collectivity vs.  self o ri entation. 

Self orientation is  based on  the hypothesis that se lfish motives are n ecessary 

for success and mate rial n eeds are emphasised over other  concerns. This 

motivation is more c o m m o n  in rapidly d eve lop ing economi es .  · J n m o re 

traditional societies  t he  co l lective good is valued above personal , i nd ividual 

i nte rests.  Pee r  p re ss u re ,  social ob l igations  o r  publ ic op i n i on  f o rc e s  the  

individual into l ine . .  

Optimism.  

There must exist a belief i n  prog ress, an optimistic attitude toward the future .  

- Innovation. 

The  e nt re p re n e u r  i s  o ft e n  an i n n ovato r o f  n ew ideas , t h u s  p ro vi d i ng 

opportuniti es  for new combi nations of factors of production and d i stribut ion .  

The i n novat ive  e nt re p re n e u r  is at the hea rt o f  eco n o m i c  d e ve l o p m e nt 

(Schu mpete r,  1 934 p .  9 3 ) , i ntroducing new goods, open ing  new m arkets, 

exploiti ng new technologies and improving methods of production .  Often the 

innovation phase of a major  initiative is short-l ived and the entrepreneur  must 

become a manager. 



6 3  

According to Schurt\peter,· the entrepreneur was the driving force i n  economic 

g rowth through his innovative activities. The factor that determines the level 

of entrepreneurial activity relates to certain psychological influences,  i ncluding 

the wil l to found a private e mpire ,  the wi l l  to conquer  and the sheer satisfaction 

derived from achievement ( lbid) . 

E ntrepreneurial  behaviou r  i ncludes risk taki n g ,  ene rg etic and novel activity, 

assuming individual respo nsibil ity , and accepting the resu lts of the i ndividual's 

act ions.  E ntrepreneurs m ust also have long rang e  p lan ning , m anagement, 

and organisational abi lities .  The entrepreneur recognises market opportunities 

and takes command over scarce resources (Kilby, 1 971  ) . 

Although most theorists v iew an entrepreneur  as an i ndividual ,  several recent 

. theorists have attempted to broaden the concept. With business becoming 

increasingly complex, some of the entrepreneurial functions such as risk-taking 

and innovation can be performed by a hie rarchy of i ndividuals, rather than a 

s ing le i ndividual (Harbiso n ,  1 961 ) .  

N afzi ge r  pe rceives t h e  fam i ly as the e ntre p re n e u r  where basic decisions 

affecting the enterprise are made within the fami ly or  clusters of fami l ies rather 

than the individual (Nafziger, 1 984). Frequent ly ,  a s i ng le  m ember  plays a 

dominant part i n  the decis ion making. Thi s concept has some relevance to 

e ntrepreneurship in the Pacific Islands. 

C A PACIFIC MODEL OF ENTREPRENEURSHIP 

The development o f  a mode l  o f  entrepreneurship fo r  the South Pacific Islands 

is based on several factors : 

First , whi le some of the psychological factors for western e ntrepreneurs can be 

appl ied to a developme nt model of entrepreneurship theory for PaCific Is land 

e ntrepreneurs ,  there are other consideratio ns .  
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Pacific societies are traditio nal , commu nal societies where the interests of the 

individual a re secondary to the com mon  i nterest of the social g roup .  This 

cu ltu ral concept of  shari ng  i nevitably comes i nto confl ict with the i ndividual 

entrepre n e u r' s  n eed  to ach i eve and  succeed in bus iness .  The Paci f ic 

entrepreneu r faces the d i l emma of communal and tribal systems (with their 

associated values) versus i ndividual achievement. 

Although the i ndividual m ust possess the need to achieve , this achievement 

must benefit n ot o n ly the  i nd ividual ,  but must a lso provide benefits for the  

extended family and the  large r  community. The i ndividual Pacific entrepreneur 

must be prepared to assum e  the added burden of taking social risks i n  additio n  

to fi nancial r isks: · The i ndividual must b e  prepared to tu rn down requests fo r 

fi nancial assistance fro m fami ly and members o f  the commun ity , and risk 

social ostracism and al ienatio n  for "breaki ng" with tradition.  

Second , there are differences i n  entrepreneurial characte ristics in the Pacific 

depend ing  o n  cu ltu ra l  b ackg rou nds .  For examp le , in Me lanes ia ,  whe re 

traditional access to power is  based on an i ndividual's motivation and abi lity to 

amass resou rce s  and ass u m e  leade rsh ip  ro les ,  entrepre neurs a re more 

widespread . Th is  social and economic mobi lity provides a more acceptable 

envi ronment for  the development of indigenous entrepreneurs. for example ,  

Fi nney (9 1 88) found that the repaid increase of i ndigenous entrepreneurs in 

Goroka during  the 1 960s through to the 1 980s could be explained by an innate 

sense of e ntrepreneu rsh ip  by the Gorokans. He claims that the Gorokans 

were cu ltural ly p re-adapted for entrepreneurship Finney, 1 988 p. 1 85) . 

The crucial ingredient, h owever, has been the entrepreneurial bent of the 

Gorokan peop le  t h e m s e lves because they have actively sought o ut 

opportunities and have mobi li sed whatever resources they could muste r 

to take advantage of those opportunities (Finney, 1 988 p . 1 65) 
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I n  these Melanesiari 
'
societi es (for example the Goroka and Tolai people of 

r 
Papua New Guinea) ,  where traditional social systems emphasise this a ieved 

\, --

status,  certai n cu ltu ra l  g roups  have d isp layed th is  p re-d ispositi on  toward 

entrepreneurial activity. These societies have readi ly adapted to the busi ness 

opportunit i e s  offe red b y  t h e  modern cash e conomy.  They a re s t ro ng ly 

achievement o riented and  view busi ness success as a m eans of  attain ing 

upward mobi l ity and i ndividual p restige which bestows "big-man" status upon 

the i ndividual  in the eyes of the commun ity. Because of thei r commercial 

success and l eaders h i p ,  t h ese "b ig men" have conve rted their  economic 

success to political success. In Goroka, most of the fi rst e lected officials were 

also promine nt busi ness m e n  (F inney, 1 988 p . 1 85) .  Other relevant studies 

include Finney (1 972 ,  1 973, 1 987) and Epstein (1 968). 

In comparison , in parts of the Polynesia where traditional cu ltu ral values 

re mai n i ntact , t h e s e  va l u e s  can act as constrai nts o n  en t re p re n e u rial 

developm ent .  The ch ief ly h ie rarchy, who attai ned the i r  positi on  of power 

th rough  descent mai ntai ned  contro l  ove r the i nd iv idual  and the tribe .  In  

Polynesian society , therefo re ,  e ntrepreneurial development was h istorically 

headed mostly by chiefs ,  and i ndividual "commoners" were not encourages to 

deve lop  e nt re p re n e u ri al s ki l l s .  To some extent (and i ns  some parts  of 

Polynes ia m o re than oth e rs )  th i s  i s  sti l l  havi ng a negative i mpact o n  the 

developme nt of indigenous e ntrepreneurs. 

In these Polynesian societ i es ,  these negative attitudes of the conse rvative 

traditional leadership and lack of official encouragement of entrepreneurs were 

found to be deterrent to t h e  supply of i ndigenous e ntrepreneurs .  Watter's 

( 1 969)  study of s o m e  o f  t h e  few succe ssfu l Fij ian  e nt re p re n e u rs in Fij i 

i ndicated that individuals have turned to entrepreneurial activity as an outlet for 

frustrations over t radit i on al authority,  and as a means of g ai ni ng power, 

prestige ,  and se lf-expression .  
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T h e s e  " s o c i a l  d e v i a n t s "  (a  te rm d eve l oped b y  H ag e n ,  1 9 62 )  w e re 

e nt re pre n e u rs who conti n u ed to observe , use and man ipu late t raditiona l  

institutions to achieve thei r economic goals (Belshaw, 1 964) . 

I n  Pacific Is land countries with mixed ethnic populations (which covers 

most countries) , the association between e ntrepreneurial success and 

race and the adopt ion of European values has significant implicatio ns. 

Finney's ( 1 971 ) study of Tahitian entrepreneurs found that persons of 

half-Eu ropean ·ancestry or "demis" accou nt for between 1 0  and 1 5  per 

cent of the  Tahitian popu lation and have become prominent in business.  

This pattern was also evident in the Cook Islands (Fai rbai rn , 1 988). 

Beari ng  these features in mind, it is clear that a new approach to the 

deve lopment of indigenous microente rprise entrepreneurship is requi red. 

F o r  i n st a n ce i n  t h e  E u ro-cent r ic  mod e l  of e ntre p re n e u rs h i p , t h e  

entrepreneur  i s  viewed as an individual. I n  the developi ng countries of 

the Pacif ic ,  the  e ntrep reneurial u nit can be a g roup ,  (for i nstance a 

so l i darity g roup ) , o r  a fam i ly u n it .  Th e re i s  a n e ed for  peop le  i n  

deve lopi ng  countries to  move from a subsistence to a cash economy. 

The concept of subsistence entrepreneursh ip is to d evelop economic 

activity whi le  maintai ning a unique and preferred way of l ife. Un like the 

western e ntrepreneur, this informal sector entrepreneur may not view the 

maximisation of profit as the primary motivation for success. 
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The Informal Sector"and Microenterprises : 

The informal sector i n  the Pacific Islands is made up  of  hose people who are 

eco no m ica l l y  acti ve i n  t h e  secto r which lacks f o r m a l  recog n it i o n  and  

government support for thei r entrepreneurial efforts. These ate the producers 

of agricu ltural p roducts such as fruits and vegetables, the weavers and carvers 

who create the handicrafts for sales ,  small clothing enterp rises that make T 

shirts and pareus ,  and people who provide cooked food and services for sale. 

These "mi rco-enterp rises" are important because they stimu late the economy 

and provide m uch needed jobs for women , the u neducated , youth and the 

poor. 

Because this in fo rmal sector is important in the Pacific I slands context, a closer 

review ofthese micro-enterprises and their access to credit is necessary. 

By the year 2000 ,the labour force in deve loping countries is expected to reach 

2 ,000 mi l l ion people. The ag ricu ltural sector of these cou ntries wi l l  supply on ly 

about 8 percent of the necessary jobs for these people, whi le the balance must 

earn a livi ng  i n  non-farm activit ies i n  rural areas , or seek e mployment in  the 

urban sector (Steams, 1 988) .  

In both rural and urban areas , much economic activity wi l l  be developed in the 

"i nformal sector" ,  which suppli es jobs,  incomes ,  p roducts, and services to a 

large segment of the popu lation. The informal sector is the on ly sector of the 

economy (whether  government or private} that can create jobs rapidly and at 

such low cost. By supporting the micro-enterprises that make up  the informal 

sector, pol icy makers can effective ly contribute to a more equitable distribution 

of i ncome, reach ing the poor. 
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I n  addition ,  women · freque·ntly own and manage these microenterprises (often 

p rovid i ng t he  so l e  so u rc e  of i nco me for h ou s e h o lds) . I n formal  secto r 

e nterprise developme nt t he refore improves the economic status of women. 

The informal sector refers to the portion of the economy "composed of  people 

working in very smal l  b us i nesses who lack formal g overnment recogn it i o n ,  

registrations, and support for their enterprises,  have no access to com mercial 

sources of credit, earn l ow i ncomes and have no employment security" ( lbid ,  

p . 1 8). The i nformal sector i s  composed of people who have created their own 

jobs. 

For example ,  the i n forma l  sector entrepreneurs make furniture ,  shoes ,  ti les ,  

candy, sew clothes ,  cook a nd bake , repai r bicycles ,  wash cars , sh i ne shoes,  

and se l l  and make spec ialty i tems, souvenirs ,  a rts and crafts ,  and foods. 

These informal sector activities employ from 30 per cent to 70 per cent of the 

labour force in  the deve lop ing  world. 

I n  the case of developin g  countries, entrepreneurial deve lopment i n  the smal l  

a n d  m ed iu m s e cto rs o f  t h e  e conomy h as b eco m e  c ruc ia l  t o  n ati o na l  

development. The i nfo rmal  sector i s  the largest and often the fastest-g rowing 

part of the private sector i n  developing countries. These microenterprises are 

i mportant for three mai n  reasons :  

They wi l l  gene rate the  majority of the 1 20,000 jobs per  day that wi l l  be  

required i n  the  developing world between now and the year 2000;  

They wi l l  p rovid e  a l a rg e  percentage of t he jobs needed for  women ,  

recent immig rants from rural areas, the uneducated, youth and  t he  very 

poor; 
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I nformal sector microenterprises represent the most economical mix of 

capital , labour and energy i n  a poor soci ety (ACCION 

l nternatio nai/Calmeadow Foundatio n ,  1 988) . I nformal econ omies are 

durable, pervasive and flexible. 

1t has been argued that accepted eco nomic  theory leaves out many crucial 

real-world e lements.  U nderstandi ng o f  the i nformal economy is i nadequate 

and the existence of i nformal economies requ i res "new ways of thinking about 

conventional economic i ndicators such as g ross national product, p roductivity , 

and i ncome d istributi o n" (Mi l ler ,  1 987 ,  p . 23) . One d ime ns ion of eco nomic 

policy is the e mphasis on entrepreneurism , which attempts to expand small­

scale entrepreneurs so that they can become mainstream entrepreneurs (lbid) . 

The i nformal  sector i s  a lso usual ly  m ad e  u p  of the i nd igenous people i n  

deve loping cou ntries .  Despite the vari atio n  i n  s ize ,  type o f  busi ness and 

d e g ree  of s o p h i st i cat i o n ,  i n fo rm a l  s ecto r b u s i n esses  s h are  s eve ral  

characteristics : 

Smal l scale : people worki ng i n  the i nformal sector often work alone or 

with unpaid family members ;  

Labo u r  i ntens ity : with few wo rke rs ,  t h e re i s  l i tt le d ivi s i on  of  labou r. 

Production i s  often manual and equipment is simple and hand-made ; 

Minimal capit?l inputs : total i nvestment i n  i nformal business ranges from 

a few dollars to approximately one  thousand dollars for simple equipment 

and working capital ;  

Local market: i nformal sector busi nesses are specifical ly oriented to the 

local market ( lbid p .3) .  
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Traditional ly ,  the poor have had n o  access to credit i nstitutions .  Banks have 

argued that if col lateral cannot be provided then there is no basis for lend ing .  

One banke r argued  that f i nanc ial credit  fo r se l f-em ploy m e nt s h o u ld "be  

recogn ized as a hu man rig ht that p lays a critical role i n  attai n i ng  a l l  other  

human rights" (Yunus,  1 987, p .73) .  He points out that i n  reality, credit plays a 

more powerfu l econo mic,  socia l  and pol it ical ro le  than eco nom ists h ave 

admitted .  H e  v iews credit as a powerful weapon that creates e ntitlement to  

resources and power. Se lf-employment, suported by credit ,  p rovides more 

potential for i mproving the asset base of the i ndividual than wage e mployment. 

(Dr. Yunus i s  Chief Executive of Grameen Bank in Bang ladesh which operates 

i n  7 ,000 v i l lag es . )  F i nancia l  i n stituti ons  must p rovide credit to the poor, 

particularly to poor women. At the Grameen Bank i n  Bangladesh ,  74 per cent 

of their borrowers are women. 

Today, the d eve lopment of m icroe nte rprises and i nd igenous  b u si n
.
ess is 

looked u p o n  favo u rab ly by deve lo p i ng cou nt ri e s  because it p rovi d e s  

employment, generates cash i ncome, and stimulates the economy. 

The expansion of the i ndigenous business sector encourages the redistri bution  

o f  wealth , and therefore powe r thro ug hout the community (Bromley ,  1 985 

p.349) .  Entrepreneurs also develop unique ski l ls i n  management , marketing ,  

and bookkeepi ng which i n  turn become an asset to the community. lt can be 

argued that e xpans i o r·� of i nd i ge nous busi ness  can lead to g reater  social 

cohesion , especial ly i n  cou ntries where the majori ty of the i nhab itants are 

indigenous. 

Havi ng  recog n i sed t h e  i mportance of  the  g rowi ng i nfo rmal sector, o n e  

respo n se h a s  b e e n  t h e  deve l o p m e nt o f  m i c ro e nte rp ri se  deve l op m e nt 

prog ram m e s .  S o m e  o bjectives  of  these m i croe nterp r ise deve l opme nt 

prog rammes are : 
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t o  i nc re a s e  · inco m e s  a n d  s tandards  o f  l i v i n g  o f  t h e  prog ra m m e  

participants ; 

to decrease u nderemployment and create new jobs; 

to reach a. larg e  number of poor i nformal sector microentrepreneurs ;  

to  be  a fi n ancial ly sustai n able prog ramme,  potential ly self-sufficient or 

even profitable. 

One reaso n why d evelop m e nt of  i nd igenous entrepreneu ria l  ente rprise is 

important for national development is that entrepreneurs open up avenues for 

. faster economic g rowth , with litt le o r  no i nvestment by gove rnment. Second, 

. entrepre n e u ria l  :enterpr ises contri b ute fi nancially to n ati o n al development 

through payment o f  taxes. Thi rd ,  e ntrepreneurial e nterprises faci l itate the 

creation of. larg e r  employment  opportunit ies which are local ly ( not foreign )  

control led. 

When there i s  a downturn i n  the  economy, these local busi nesses are less 

l ike ly to re locate to other  cou ntri e s ,  thereby leavi ng a large emp loyment 

problem. 

In some Pacific Is land cou ntries ,  the encouragement of i nd igenous business 

also has pol itical and social ,  cu ltural ,  and racial consideratio ns. In countries 

where t h e  m aj o rity ( o r  a s i g n i f icant  po rt ion }  of t h e  p o p u lat i o n  are not 

i ndigenous, one can expect that the development and e ncou ragement of small 

business wou ld not be a high priority. An example of this is Fij i , where the Fij i­

I ndian population  has dominated the commercial sector for many years. One 

estimate is that Fij ians contro l  on ly 3 per cent of Fiji 's corporate activity. Since 

the two mi litary coup d'etats i n  Fij i i n  1 987, the indigenous Fij ian community 

has cal led on g overnment to strong ly support indigenous Fij ians in business. 

The lack of participation of eth nic Fijians i n  the economic l i fe i n  Fiji has been 

cited as one of the major reasons for the military coups i n  Fiji (Dean , 1 988} . 
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Eve n i n  developed economies ,  renewed i nte rest i n  e ntrepreneurship has 

occu rred because of t he  e m p loyment  g e n e rat i n g  s i g n i fi cance of l ocal 

enterprises. For example, in the U nited States, funds are being used to train 

you n g  p e o p le fo r s e lf-e m p loym e nt ,  to  deve l o p  en t re p re n eu rs ,  and to 

strengthen  opportunities for local e nterprises in meeting community needs and 

creati ng the m u lt ip l ier effect of e n hanced local e mployment, earnings and 

capital formation  (Hai ley, 1 987) .  

I n  N ew Zealand , the Governme nt s et u p  the Pacif ic I s land  Emp loyment 

Development (P IED) Scheme in  1 985 to deve lop  a strong economic base for 

. the Pacific Is land communities i n  New Zealand. The aim of this scheme is to 

· promote viable ,  u nsubsidised employment opportun ities among Pacific Islands 

· · communities in New Zealand. To date the government has g ranted over $7. 1 

mi l l ion to the scheme. 

1t is administered by the Ministry of Pacific I s land Affai rs which has offices in 

Wel l i ngton and Auckland. People of Pacific Islands origin make up 3.91 per 

cent of the total New Zealand populat ion ( 1 27,725 people) and it is projected 

that by 1 99 1  this g roup wi l l  grow to 1 67 ,700 .  The geographic distribution of 

these Paci fic I s landers with in  N ew Zealand i s  Auckland (64 .2  per ce nt) , 

Well i ngton (1 6 . 1  per cent} , Christchu rch (3.3 per  cent) , Tokoroa (2. 1 per cent) , 

and 1 4.3 per cent spread over the rest of the country. 

The PIED scheme provides several forms of assistance. Under the Business 

Assistance p rog ramme, the schem e  provides business loans to assist Pacific 

I s l ande rs who are a l re ady i n  bus i ness  t o  ·expand o r  co nso l idate the i r  

b u s i n es s e s  a t  l ower  i n t e rest rat e s  than  a re avai l a b le c o m m e rc ia l l y 

(approximately 1 0 per cent in  1 989). lt also provides loans to Pacific Islanders 

wanti ng  to start up  new businesses,  althoug h  o n ly 20 per cent of the total 

funds are com mitted to th is purpose . The loans range from NZ$20 ,00 to 

NZ$250,000. 
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Associated with t h i s  B u siness Assistance programme i s  a Busi ness Ski l l s  

development prog ramme.  This is a three-level business workshop programme 

which enables Pacific I s land people to learn the basics of enteri ng  i nto s mall 

business, developing a business plan , and specialist topics related to business 

matters. 

The P I E D  s ch e m e  a l s o  fu nds  trai n i ng sch em e s ,  t h rou g h  the A u ckland 

Tech n ical I nst i tute ( m o st ly in weldi ng , compute r aid e d  d raug ht i ng , and 

engineering ski l ls) and the Pacific Island Administration and Compute r  Train ing 

School in Auckland. 

Anoth e r  p ro g ra m m e  i s  t he  Paci f ic I s lands  P ubl ic Service Manag e me nt 

Development Program me .  This is a four-tie r  programme aimed at improving 

management ski l ls a mong Pacific Island people in the public service , which is 

conducted in associo.iion  with the State Services Commission .  In  addition ,  the 

Pacific Islands Busi ness Studies Scholarship programme has been established 

at Massey Un ive rsity , which offers five scho larships a year to Pacific Is land 

students wishing to study for a Bachelor of Business Studies degree. These 

prog rammes are the  fi rst to be offe red to Pacific Is lande rs to tra in  the m  in  

business deve lopme nt ski l ls. 

Researchers have found that economic changes are often the most important 

factors affecting social change (Finney, 1 965) . In French Polynesia, Tahitian 

entrepreneurs were found to be active in the local economy along with many 

Eu ropean a n d  C h i n es e  bus i nessme n .  M o st eco no m i c  res e a rc h e rs of 

entrepr�neursh ip  base thei r f indings on the assu mpti on that the supply of 
/ 

entrepreneurs o r  of e ntrepreneurial services is  highly e lastic, and that a lack of 

entrepreneurship is attributable to fai lures in the economic envi ronment. 
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The d e m a n d fo r e·n t rep·re n e u ria l  s e rv ices g e n e rated  by t h e  eco nom ic  

envi ro nment i s  t he  most i mportant factor, i f  that envi ronment i s  favourable, 

then a vigoru ous  entrepreneurial sector wi l l  develop. On the other hand , if the 

eco nomic c l i m ate is u nfavou rable , then e ntrepreneurs wi l l  n ot be as active. 

From this perspective entrepreneurs are not the prime movers of the economy, 

but respond to favourable conditions in  the economic envi ronment. 

Other social scientists claim that factors affecting the supply of entrepreneurial 

individuals, .  n ot the demand , are the most important. . Most of these theorists 

tend to  e it h e r  i gno re economic facto rs o r  to conside r t hem of s econdary 

importance. Others believe that the economic environment is not crucial to the 

success of e ntrepreneurs (McCiel land, 1 961 ) . 

They conten d  that sufficiently motivated entrepreneurs can and wi l l  overcome 

sev e re eco n o m i c  b arr i e rs ,  a lt h o u g h t h ey adm itted t h at t he  e co n o mic  

environment was of some importance (McCielland & Winter, 1 969). 

One of the i mportant factors which i nhibits the development of i ndigenous 

e ntre p re ne u rs is fore ig n busi ness i nterests and i nvestme nt in t h e  is land 

countries. Most Paci fic Island g overnments actively seek foreign i nvestment 

by providing i ncentives and concessions ,  which i n  most cases are not avai lable 

to i ndigenous  bus iness. "The pol icy of encou raging foreign i nvestors at the 

expense o f  l ocal  e ntrepreneurs m ay have long-term consequences on the 

development o ptions of the Pacific Islands" (Hai ley , 1 987 p . 1 4) . Most island 

economies re ly heavily on this foreign investment, making it almost impossible 

fo r i nd igen o u s  busi nesses to compete with these large fo reign companies 

because of t h e i r  larg e  size and e xtensive resou rces .  A long with foreign 

i nvestment comes expatriate management. 
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Before most Pacific · Is lands achieved independence , the commercial sector of 

the economies was do mi n ated by large, mu lti nat ional  trading co rpo rations 

which control led each of the countries' important resou rces. For instance , in 

Fiji the Australian Colonial Sugar Refining Company (CSR) control led the local 

sugar i ndustry and West e rn Mining (an Australian company) control led Fiji's 

gold p roduction .  I n  t he  So lomon Islands the largest copra plantations were 

part ly  owned by U n i le v e r . . The fish i ng  i nd u st ry i n  m o st cou ntri e s  was 

d o m i n ated by t h e  J ap a n es e ,  Korean and A m e rica n s .  S o m e  o f  these 

multinational companies a re sti l l  active in the Pacific (such as Burns  Phi lp and 

W. R .  Carpenters)  even . after independence, whi le others have more . recently 

become established. 

Foreign aid is a l�o ,seen by some researchers to be a constrai nt on indigenous 

busi ness deve lopment. F requently the aid donor country insists that p rojects 

funded by them must g ive contracts to companies from the donor cou ntry. As 

a consequence one  fi nds  Japanese, Australian and New Zealand construction 

co m pan i es  i m p le m e nt i n g  p rojects fu nded by thos e  cou ntries .  B ui ldi ng 

supp l i es ,  furnitu re , a n d  other  materials are i m p o rted f ro m  these  fore ign  

cou ntries there by p rov id i ng  busi ness opportunitie s  there ,  when the supplies 

and materials are avai lab le  i n  the Pacific . " I nternational aid agencies have 

consequently bee n  a l lowed to play an increasi ng ly  important rol e  i n  pol icy 

formu lation i n  the reg i on" ( Knapman , 1 986, p. 1 50). 

D Entrepreneurship I n  Tourism 

In  o rder to explore the op portunities avai lable to e ntrepreneurs in the tourism 

industry in the P acific I s lands ,  it is necessary to consider some of the social 

and economic factors associated with tourism development i n  the is lands. 
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Social Factors Associated
.
with Tourism : 

The re are several social factors that must be considered when dealing with 

tourism deve lopment i n  the South Pacific. There are land tenure and the loss 

of land for ag ricultu re and harvesting of materials for traditional handicrafts ; the 

impact of t o u ri s m  o n  t h e  e nvi ro n m e nt ;  the  i mpact of tourism on social 

organisation and residents attitudes; and the effects of tourism on crime rates. 

The i mpact of t rad it i o na l  land te n u re systems i n  the Pacif ic I s lands on  

economic deve lopment activities (for example i ntensive agriculture } ,  has been 

the focus of several stud ies. Crocombe (1 964} found in  the Cook islands that 

there has been a general decl ine in  agricultural production from 1 906 to 1 959. 

One of the cau ses for the decline was that the increased popu lation used most 

of the land fo r su bs istence crops and there was i nsuffici e nt land left for 

commercial c rops  (Crocombe ,  1 964 p. 1 38} . The i ntroduced Land · Cou rt 

system of awarding succession orders to title in  sections of land,  with an ever 

increasing number of "owners" in  the land, has meant that there is  no structure 

for leadership or  o rgani sation of the owners of each section .  The result was 

"frequency apathy and neglect of land" ( Ibid . ,  p. 1 40}. 

The impact of touri sm on land tenure in the South Pacific Islands has been 

mixed. I n  some cases  the impact has been beneficial because tourism has 

enabled deve lopment to take place on land that is not necessarily suited to 

other forms of economic activity such as ag ricu ltu re . I n  other cases, tourism 

development, especial ly on the foreshore ,  has meant the alienation of land and 

a subsequent loss of access to fishing rights. 

Similarly, tou rism deve lopment can interfere with access to materials used for 

traditional handicrafts such as pandanus leaves used for weavi ng and native 

trees used for wood carving. 
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· .  

I n  most countries i ri  the South Pacific, tourism development (mostly i n  the form 

of hote ls ,  motels and tou ri st att ractions} has taken p lace on land which has 

been leased for that specific purpose . This has occurred because there are no  

societies i n  Oceania that can be said to  al low persons to hold a fee simple 

estate interests i n  land (Lundsgaarde, 1 974 p.270}, with the exception  of some 

land t hat was al i e n ated  d u ri n g  the colon ia l  p e riod .  I n  the  two cou nt ri es  

covered in  this study (the  cook Islands and Fiji } ,  tourism development o n  land 

leased from tradit ional landowners has provided a source of cash i ncome for 

the owners. 

Tou r i s m ' s  i mp act o n  t h e  e nv i ro n m e nt is a n  i s s u e  t h at had rece ived  

considerable attention i n  recent years. lt i s  recognised that the envi ronme nt i s  

, . · ·  probably the most important i nput into tourism (especially in  the South Pacific} 

and therefo re maintenance of the  envi ronment i s  essential to further tourism 

g rowth .  In some places deg radation cou ld resu lt ,  and in certain areas has 

already brought about a decl ine  in  the growth of tourism. On the other  hand, in 

a number of p laces tou ri s m  has he lped to improve the environment (OECD, 

1 980 p .8) .  I n  each tou ri st desti nation there are e nvironmental assets which 

should be p reserved ,  despi te the i r  potential for tourism exploitation .  These 

might be the conservatio n  o f  valuable ecosystems and landscapes ,  u nique 

sites of traditional value ,  or monuments. 

Envi ronmental costs can also contribute to social costs. Another social cost of 

tourism development occurs when that development causes a negative impact 

on residents' attitudes towards visitors leading to a social disruption and even 

vio lence. Some i mportant studies of the impact of tou rism development on  

residents' attitudes i n  the  ! Pacific were conducted i n  the  1 970s (Pryer, 1 981  ) .  

The i mportant outcome of  t hese  studies was the need to monitor tou rism 

development to ensure that n egative community attitudes do not develop. 
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· ,  

The whole issue of the impact of tourism on crime rates has become a m ajor 

concern , e special ly i n some areas where tou rism development has bee n  of  

major proportions.  For instance in  Hawai i ,  some  attention has been focused 

on the i ncrease in  the rate of cri mes such · as burg laries and rape.  Sim i larly , 

this i s  i ncreasingly becoming a concern in the Cook Islands and Fiji where the  

tourism industries are g rowing and where crime rates are increasing. Although 

tourism development cannot be totally responsible for the increase in  crime  in  

these  cou ntri e s ,  it h as certai n ly bee n a co ntri buti ng factor. One o f  t h e  

problems  i s  that t h e  consumption  and the behaviour  patterns d isp layed by 

touri sts (who are on . ho l iday} are envied by the  i ndigenous people ,  who are 

expected to cater to the visitor's holiday needs. 

Economic Factors 

There are several economic factors associated with tourism which also warrant 

discuss ion .  These are the multipl ier effect of tourist spending ,  generation  of 

fo re ign exchange and leakages ,  employment g e n e ration ,  and contri but ion to 

Gross Domestic Product (GDP). 

The m u lti p l i e r  effect o f  tou ri st spending has been  one of the recogn ised 

benefits of tourism development. An example of this concept is where a dol lar 

is spent  i n  a h ote l o n  accommodation of food which pays a local persons 

wages. Th is  person then spend money in  a local store, and the local store wi l l  

buy produce from a local farmer. This tourism mu ltipl ier is most effective i n  an 

economy where leakages of foreign exchange are not excessive. 

Anothe r e co no mic i ssue  associated with tou ri s m  i n  the amou nt of fo re i gn  

e xchang e  i s  actual ly retai ned i n  the country. I n  many instances, although a 

signif icant amount of  fo re ign  exchange is  gene rated ,  much of it is  used to 

import fore ign goods and services. 
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This i s  known as "leakages" .  The mag nitude of the leakages can be min imised 

by developing i nte r-s
.
e cto ral l i nkages within  the local economy. This can be 

achieved by monitori n g  t h e  structu re of ownersh ip and control in the tourist 

industry to reduce fore i g n  ownersh ip ;  by ensuri ng a re l iab le  l ocal supply of 

ag ricu ltural p roducts ( i nc lud ing  food, vegetables,  f lowers , t imber  etc. )  to be 

used by the tou rism i ndustry;  and by the manufacture and sales of handicrafts 

and other locally manufactured . items. 

I n  the Cook Islands,  w h e re there is a g reater deg ree of local ownersh ip o f  

tourism faci l it ies  a n d  activiti e s ,  t h e  deg ree o f  leakages i s  l e s s  t h a n  . i n  Fij i 

(estimated to be 55 p e r  cent  for the Cook Is lands and 57 percent .fo r Fij i ) .  

What . i s  not often discussed in  the  Pacific Is lands, is  whether. the  bu1k. o f  the 

economic benefits of the .. touri st dol lar which stay within the i slands g oes to . an 

e l ite g roup ,  or whethe r  i s  t i even ly distributed amongst the m ajority of the 

popu lation. 

In the Cook Is lan d s ,  w h e re tradit ional  h ie rarchical chief ly structu re s  a re 

somewhat d issi pated  a n d  t h e  authority of the  ch iefs over a n  i nd ividual 's 

fi nancial resources is a l m o st non-existent , the economic bene fits a re more 

evenly distributed. As a resu lt, there is also more development of i ndividual 

entrepreneurial ski l ls with m uch more success. 

I n  F ij i , where t he  tradit i o n al ch ief ly h ie rarchy is qu ite intact , the fi nancial 

benefits of tourism deve lopment are retained by an elite g roup of chiefs. The 

head of the mataqali u sua l ly s igns the lease for tourism development o n  behalf 

of the clan .  H e  (they a re m o re ofte n than not men)  acts o n  behalf of the 

beneficiaries who are p re su m ably the whole clan. However, i n  practice , the 

financial benefits of  lease rental incomes are made solely at the discretion of 

the chief. 



8 0  

· ,  

Given the e xisting political' structure in  Fiji and the entrenchment of the position 

of the hig h ch i efs i n  the po litical structure th roug h the newly pro mu lgated 

Constitution ,  this situation i s  un like ly to change i n  the near future. This is one 

of the most se rious l imitations to indigenous entrepreneurship in  Fiji today. 

The politics of i ndige nous  partici pation i n  e ntrepre neurial deve lopment a re 

quite complex.  Because the chiefly hierarchy is  so entrenched and individu al 

initiative ti therefore suppressed ,  there is very little i ncentive for the individual 

to deve lop b u si n ess  act ivitie s .  One  Fij ian i n fo rmant (Fasi u  J o n e ,  1 989)  

i n d icated t h at t h i s  was p ro bab ly the b i g g e st dete rren t  to  i nd i g e n o u s  

entreprene u rial development i n  the tou rism i ndustry i n  Fij i .  An i ndividual is  

d iscou rag e d  fro m u s i n g  h is  reso u rces for  e ntrepreneu rial deve lopment 

because i f  h e  · su cce e d s ,  the  ch ief (and h i s  e xtended fam i ly )  can m ake 

demands o n  him for a share of his fi nancial rewards. Most u ntitled i ndividuals 

(or "commoners") choose the easy option of not attempting to take the risk of 

establishing a business. 

Employment  gene rati o n  is o n e  of the mai n justifications for establ ish ing a 

tourism industry. The main concern is that the local people benefit from the 

jobs created , n ot o n ly i n  te rms  of the type and level  of job opportunit ies 

created, but also in te rm s  of acceptable levels of pay and opportunities for 

training. 

Another economic issue associated with tou rism is it's contribution to Gross 

Domestic P roduct (G D P) .  Tou ri st expenditures and i nvestment i n  tou rist­

related plant equipment m ake a significant contribution to GDP by i ncreased 

tax reve n u es .  An i n d i rect effect resu lts from "f low o n s" whereby di rect 

suppliers purchase inputs from other local firms ,  creating the "multip li e r  effect". 
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An induced effect occurs when the local fi rms and their employees spend their 

i nc rease d  i ncome s  o n  local  g oods and s e rv i c e s .  H ow e v e r , as i n  t he  

"multip l ier" effect, the overall effect o f  tourism's contribution to  G DP is  reduced 

by economic leakages overseas. 

Entrepreneurial Opportunities in Tourism 

The tou rism i ndustry provides u nique opportunities  for entrepre neurship in all 

parts of the world. In developing countries especially, these opportunities for 

i ndigenous people to start their own businesses are most important to national 

economic d evelopment. Pacific Is land governments are becoming increasingly 

aware that tourism i s  an important sector w h e re i nd ig e n o u s  peop le  can 

particip ate in the cash economy by providing goods and services for tourists. 

Althou g h  popu lations in developing countries have consistent ly depended on 

gove r n m e nt to provide e mp loyment and soc ia l  s e rv ice s ,  i t  is beco ming 

i nc reas i n g ly d i ff icu lt fo r  gove rnme nts to co nti nue  to be  respons ib le  for 

providi ng  these services . The high cost of p rovidi ng social services (which 

i ne vi ta b ly l e ads to i ncre ase s  i n  taxes) , t h e  ack n owledg e d  i nab i l i ty of  

government to  operate businesses efficiently, and the push by government to 

stimu late the private sector to take over these important functions, are some of 

the reasons why governments are trying to rid themselves of functions that can 

better b e  handled by the private sector. 

I n  the 1 980s there has been a general trend and popular phi losophy worldwide 

to "privat ise" o r  "corporat ise" m any of the services that g overn ments have 

traditio n al ly provided. Even in developed cou ntries ,  for i nstance the United 

States ,  the Un ited Ki ngdom and New Zealand , p rivatisation is viewed as the 

best w ay to p rovide services at the lowest cost. These g overnments have 

adopted a pol icy of "the user (of the service) pays" . 
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Governments have privatised  such services as e lectricity and water authorities, 

post offices ,  national a i rl i nes ,  n ati onal  hote l chai ns ,  and even e ducational  

institutions and hospitals .  However ,  contro l of these vital services is  usual ly 

mai ntai ned by .g overnm e nt .  G o vernments h ave formed corporations  and 

created statutory bodies which own and operate these services. The main 

rationale for privatisation  is that it leads to mobilisation of more resources and 

al lows more efficie nt use of resou rces, which e nables faster economic growth. 

The essential achievement of equitable development is a reductio n  of poverty. 

Privatisation  wi l l  general ly i ncrease equity in the sense of narrowing gaps in 

income and access (Berg ,  1 988) , but some measures wi ll hurt the poor (for 

example removal of subsidisation  of pub lic transportation and food subsidies) 

un less i nnovative approaches are adopted. 

This concept of governments promoting businesses filters down to the private 

sector, and some of these service s (such as rubbish col lectio n  and waste 

disposal) are even turned over to the private sector to run as a profit-making 

venture. Although privatisatio n  i s  a relatively new ph i losophy in the Pacific 

Islands and few countries  have actually privatised g overnment services (with 

the exception of American Samoa and Guam) ,  g overnments in  the region are 

begi nn i ng to rea l i se  the  i m po rtance of e ncourag i ng the p rivate sector to 

deve lop .  I n  promoti ng  and s u p porting indige nous busi n ess development, 

governments can also expect the additional benefits of reducing their financial 

burdens (which can mean reduced taxes, or at least no increase in taxes) and 

gain ing more political support from the indigenous population .  

There are numerous o pportunities  for indigenous e ntrepre neurs in  the tourism 

i ndustry.  Because of  the  g e n e ral lack of capital avai l ab le  to i ndigenous 

e ntre p re n e u rs fo r tou ri s m  d e ve lo p m e nt ,  lack of b u s i n e ss a n d  touri sm 

development ski l l s  and experience , and  shortage of the e ntrepreneurs' own 

money to i nvest, most of these tourism opportun ities  are i n  the "Secondary 

Tourism Sector" , or STS. 
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The "secondary tourfsm sector'" (STS) can be defi ned as that sector  which 

provides  s mal l -sca le ,  loca l i sed t o u ri st act ivit i e s ,  such a s  v i l l age -sty le  

acco mmodat ion and restau rants , t ransport, and specia l ised tours .  These 

activities are usually rural based, require low levels of capital i nvestment, and 

are usual ly owned and operated by the i ndigenous people. 

Depe nding o n  the  is land country,  i ts  s ize ,  locatio n ,  and l eve l  of tou ri s m  

development ,  these activities i n  the STS can i nclude : 

H iki ng  and trekki ng tou rs .  Se rv ices can i nclude ind igenous g uides,  

camping , overnight stays in  s imple  accommodation,  and the provision of 

meals and entertainment ;  

Vi l lage guest houses or accom modation un its; 

Vil lage restaurants and othe r  food services; 

Transportation, such as tou rist mi ni-buses, rental motor bikes, bicycles ,  

horse riding ,  sai l ing , and canoe  riding ; 

Handicraft production and sales;  

Music and entertai nment ;  · 

Agricultu re/tourism related o pportunities , ·  i .e. the provis ion of produce for 

hotels and restau rants,  t ro p ica l  f lowers for hotels and restaurants, and 

potted p lants nurseries. 
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E Indigenous Entrepreneurship In the Pacific Islands 

The i ssue of ind igenous e ntre preneurship and bus i ness d evelopment i n  the 

Pacific Is lands -is a phenomenon  that has recently com e  to the  attention of 

pol icy makers . Previously,  po l icy makers viewed the i nd i genous  busi ness 

sector as b ei n g  outside the i r realm of respons ibi l ity and be l ie ved that this 

sector could and wou ld develop independently of g overnment attention. More 

recently policy makers have come to realise that without some 

· encouragement, the i ndige nous business sector develops at a s low pace , and 

. wi l l  :not p rovide  the g rowth  i n  bus iness and e m ployment  t hat wi l l  e nhance 

national econo mic development. . : . · , , . .  ; .  . . 

Records m ad e  by ear ly exp lo re rs of the Pacif ic i nd icate · t hat ind igenous 

entrepreneurs existed in t raditional Pacific Island societies  before the arrival of 

westerners. 

Indigenous business in  the P acific Is lands can be defined as those business 

ventu re s  w h e re the m aj o rity owne rsh ip  and co ntro l  i s  he ld by i ndigenous 

Pacific I s landers ,  i . e .  those whose ancestors were i ndigenous i nhabitants of 

a n y  i s l a n d  i n  M e l a n e s i a ,  M i c ro n es i a  o r  Po lyn es i a .  1 t  d o e s  n o t  refe r to 

businesses owned by other ethnic g roups living i n  the country (such as I ndians 

in Fij i ,  New Zealanders i n  the Cook Islands) and other fore ig n  companies that 

are registered l ocally (Hai ley, 1 986). 

These  acco u nts note t h e  v igo rous  trade i n  fru i ts , v e g etab l es ,  p igs ,  fish 

chickens and other suppl ies needed by the explore rs and early settlers. Profit 

was measu red both  i n  t e rm s  of p rest ige  o r  s oci a l  b e n e fits , as wel l  as 

commercia l  ga in .  The med ium of exchange was th rough  b arter, cu rrency 

equivalents for example  she l ls ,  teeth ,  feathers and stones  (Hai ley,  1 986) ,  or 

the establishment of i ntangible reciprocal debts that cou ld be  cal led on at some 

future t ime (Carrol l 1 986) .  
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After  the arr ival o f  weste rn sett le rs ,  weste rn concepts  o f  co m m e rce and 

entrepreneu rs h i p  we re i nt roduced . Busi ness became syn o ny m o u s  with 

Europeans and most Pacific Is landers came to bel ieve that on ly westemers 

cou ld beco m e  e nt repreneu rs (Hai ley, 1 986) .  Those who dared to become 

businessme n  were o ften  regarded as soci al outcasts, or some of ki nd of 

deviant. 

lt was not . u nti l after the Pacific Islands countries became i ndependent o r  self­

governing (Fij i became independent from Britain i n  1 970 and the- Cook Islands 

_ . gained se.tf�gove rn m e nt f ro m  N ew Zealand i n  1 965) . that people : began to 

realise that they could active ly participate in the private sector. Each country 

es tab.f i s h e d  , a . l o c a l  C h a m b e r  of C o m m e rc e  a n d  s o m e  i n d i g e no u s  

entreprene u rs became members ,  although t h e  majority sti l l  haven' t  jo ined 

these professional associations. 

, 

The potent ia l  of i nd ige nous entrepre n eu rsh ip  is at the fo refront o f  current 

deve lopme n t  t h i n ki n g .  Stre ng th e n i n g  i nd i g e nous  e nt re p re n e u rs h i p  i s  

necessary i n  o rd e r  t o  e nable is land peop le to contribute to  national g rowth.  

I nd igenous bus i ness wi l l  he lp  balance the economy,  promote g re ate r  se lf­

reliance and stre ngthen national identity and cohesion (Fairbaim ,  1 988) .  

Most  l i te rat u re o n  i nd i genous  e ntrep re n e u rsh ip in  the  P acif ic I s lands i s  

therefore quite recent , and earlier  literatu re o n  the subject i s  l imited. Among 

these earlie r  studies is  work on  entrepreneurs i n  French Polynesia (F in ney, B, 

1 965) and Papua New Guinea ( Ibid . , 1 968 , 1 969,1 971 , 1 973). 

Finney ( 1973) i nvest igated theories of entrepreneurial supply, looking  at how 

cultu ral and social patterns might affect the emergence and development of 

entrepre ne u rsh ip .  I n  particu lar he explored the relationship between status­

mobi l ity systems and e ntrepreneurial development in Papua New Guinea. 
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lt i s  general ly accepted, that i n  most Melanesian societies , social status was 

traditional ly achieved th ro u g h  pe rsonal accompl ish ment i n  warfare , wealth 

production and exchange o r  ritual ,  and not acquired on the basis of birth. One 

cou ld become a "Big man" by o ne's own actions. This suggested that a social 

situation extremely conducive to e ntrepreneurship shou ld be found in Papua 

New Gui nea {a Me lanes ian  cou ntry )  because o f  t h e  t radition of personal 

ach ievement. However, it is  clear that examples of vigorous entrepreneurial 

g rowth are not com m o n .  Fi nney  argued that p ow e r -- that i s ,  po l itical 

leadership, status or prestige  -- is  the ultimate goal of ambitious persons who 

p lace i mportance on ach ieved status. An achieved status-mobi lity system, 

coupled with the individua l  need for achievement, often leads to 

entrepreneurial develop m ent. He found that in Goroka, power motivation and · 

ach i eve m e nt m ot ivat i o n  m ay b e  cr i t ical facto rs i n  t h e  e m e rg e nce o f  

entrepreneurs i n  societie s  with a h igh degree o f  achieved status-mobi lity� 

Fi nney based h is study o n  Goroka (in the Highlands of Papua New Guinea) 

w h e re he fou nd that t h e  rap id  e m e rgence of e nt rep re ne u rs among the 

Gorokans could not be explained by their  social system alone. 

Me lanesian societies ,  with the i r  p refere nce for i nd ividual ach ievement ,  are 

somewhat more condit ion ed to the  development of i ndividual entrepreneurs 

than i n  a social syste m such as the h ierarch ical Po lynesian societies .  He 

fou nd that although the traditional social system of Me lanesian societies which 

favoured individual achievement was an important factor in the development of 

e nt repre n e u rs ,  an e xtre m e ly favou rable eco no mic  e nvi ronment was also 

i m po rtant. The deve l opment of coffee plantatio n s  and the opportunity for 

i nd igenous  Gorokans  to p artici p ate i n  th is  eco nom ic  activity provided a 

favourable mil ieu for entrep reneurs. 
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Although th is favou·rab le ·e nvi ronment existed i n  Goroka, it was an u nusual 

ci rcu m stance i n  Papua N e w  G uinea  (at that time)  and explained why the 

Gorokans did not remain  economically stagnant, which was the case for most 

indigenous g roups i n  Papua N ew Guinea at that time.  

Since 1 983 there has been a g rowing interest by researchers and scho lars in  

indigenous e ntrepreneurship. One  finds studies by P Carroll (1 984) in  Western 

Samoa;  J .S .  carro l l  ( 1 9 86 )  i n  the Marshal !  Is lands ;  C. R.Crou let and L.Sio 

(1 986) i n  Western Samoa; J .  Hai ley in  Tuvalu (1 982) and Fiji ( 1 986) ;  J.Lamont 

. i n  To�nd Vanuatu 1 983 ; J .  Rizer. i n  the Solomon Islands ( 1 984) ; 

. . �awake i n  Fiji (; 983) and M.T.Trebi lcock i n  Papua New Guinea (1 983). . . �-
· These studies sponsored by the Pacific Islands Deve lopment Program (P lOP) 

of the E ast West Centre i n  H awai i have mad e  an i mportant and up-dated 

contribut ion to e ntrepreneursh ip  theory i n  the Pacific I slands. The i nsights 

presented i n  the P lOP studies (which covered the Cook Islands, Fij i ,  Marshall 

Is lands, Papua New Guinea,  So loman Islands, Tonga, and Western Samoa) 

he lp p rovide a more complete understandi ng  of  the process of i nd igenous 

entrepreneurship in  the Pacific I sland Region .  

Earl ier  pioneering studies i n  th is  area by social a nthropologists such as Finney 

and E pstei n  have provided valuable insights i nto Pacific Islands 

e ntre p re n e u rsh ip  i n  the 1 960s  and 1 970s .  Later  stud ies by econo mists 

(Bol lard, 1 984 and Lamont, 1 983) added to this body of knowledge. 

However, the more recent P lO P  studies provid e  more detai led and current 

information that can be used for formulating policy. The studies were designed 

to identify and analyse the various socio-economic factors contributing to the 

success or  fai lure of indigenous business ventures  in  the region. 
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The p roject , which· begari i n  1 984 ,  analysed each Pacific I slands country i n  

te rms  of  t h e  n at u re 
·
of i ndige nous  e ntrepreneursh ip ;  a lt e r nat ive forms of 

busi ness o rg an isations and arrangements ; the extent of gove rnment support 

p rog r a m s ; a n d  p o l i cy  p ro p o sa l s  d e s i g n ed to st i m u l at e  i n d i g e n o u s  

entrepreneursh ip (Fairbairn , 1 988 p.1 1 ) .  

General ly speaki ng ,  these studies confi rm the earl ier fi nd i ngs of F i nney i n  

Papu a  N ew G ui n ea ,  whe re he  was prese nted with t he  u n i que  research 

o p p o rt u n i ty o f  re-vi s i t ng  G oroka twe n ty years late r .  F i n n e y ' s  ea r l i e r  

observations o n  t he  differences between entrepreneurship  i n  Melanesian and 

Po lynesian . c u lt u ra l  contexts were large ly re-val idated by h i s  a nalysis of 

Gorokan antrepreneurs in the 1 980s. Simi larly , the studies of Fiji (Hailey, 1 988) 

.and -To n g a  ( R i tt e rb u s h ,  1 988 )  con f i rmed negat ive effects of t radit i o n al 

h ie rarch ies  i n  ascribed status societies  o n  indigenous e nt re p re n e u rsh ip  

development. 

However, i n  other parts of Polynesia, especial ly the Cook i slands and Western 

Samoa, t he  studies provided evidence of a different scen ario .  The studies 

found t hat eve n  t hough Weste rn Samoa (and to a lesso r  e xtent the  Cook 

Island) had maintai ned their traditional cultural values and systems,  i ndigenous 

entrepreneurs were doing wel l .  

Partici pat ion by i ndigenous entrepreneurs in  the commercial l ife of the 

C o o k  I s l a n d s  and West e rn S amoa,  for examp l e ,  h a s  b e e n  fa i r ly 

e xtensive and reasonably successful (Fai rbaim ,  1 988 p.4). 

Howeve r, i n  m any Pacific Island cou ntries, the indigenous busi ness sector is 

poorly deve loped at th is t ime. The p rivate sector is sti l l  d o m inated by mu lti­

n at i o n a l co m pa n i e s  which are active in most major i n d u stri es  such as 

manufacturing , min ing , forestry, banki ng, tourism and tradi ng . 
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However, the exceptions· to  th is  are the Cook Is lands and Western Samoa, 

where the private sector  development has i ncreased.  I nd igenous bus iness 

development i s  n eeded as a balance between the local people and the non­

i ndigenous mu ltinationals. 

I n  some  Pac i f ic  cou nt ri e s ,  t h e re is a g rowi ng  d i ssat is facti o n  w i th  t h e  

dominatio n  o f  the private sector by m u lti n at ionals and other non:-indigenous 

groups (e.g . I ndians in  Fij i ,  Chinese and French in  Tahiti , and Chinese i n  the 

Solomon Islands). 

Smal l .  busi oes_se s  i n . the Pacific is lands tend to be fami ly ori ented and are 

usual ly located in  ru ral areas. The fai lu re rate has been h igh,  although i n  

__ some countrie s  (fo r:  example Cook Is lands and Western Samoa) i ndigenous 

entrepreneurs have done wel l .  This is  contrasted with Fij i ,  French Polynesia 

and New Caledon ia where i nd igenous e ntrepreneu rship is at an "abysmally 

low level of deve lopment" (Fai rbai rn , 1 988 p.4) .  

"The leading objectives are to reduce power (and sometimes po l itical 

inf luence) of th e fore ign  corporatio n s ,  to reverse any apparent trend 

toward the erect ion of n ee-colonial eco nomic structu res ,  to expand the 

opportun it ies for i ndigenous people to participate in the deve lopment 

process  and to ach ieve a more equitable distribtu ion of i ncom e ,  and 

general ly to foste r a pattern of deve lopment that is  conducive to s ocial 

and political stabi l ity , and in consequence economic maturity" (Fai rbaim ,  

1 988 p .  9-1  0 ) .  
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F Profi l e  of a Pa·clf ic Entrepreneur 

Based on the studies of i ndigenous business which were s ponsored by the 

Pacif ic Is lands Deve lopment Programme of the East West Centre i n  Hawaii 

(which covered the Cook I s lands,  Fij i , the Marsha l !  I s l ands ,  Papua  New 

Guinea ,  the Solomon Islands, Tonga, and Western Samoa) , the  stud ies cited 

above , and personal observations of business development i n  the Pacific, it is 

now possible to develop a profi le of an i ndigenous Pacific Is land entrepreneur. 

The i nd igenous  e ntrep re neu r  is  typical ly a male , ove r  3 5  years o ld ,  who 

operates as a sole ·trader  and has run his busi ness for less than five years. 

Most busi nesses are i n  the retai l ,  transport or small-scale �g ricuture sector. 

These are ventures which are re lative ly easy to establ ish with l itt le capital , 

min imal  ski l ls ,  and yet capable of generating a quick return. 

Many of the small businesses in the Pacific are run by e ntrepreneurs who have 

a mu lti-ethnic background,  normally a mix with Chinese or E u ropeans. Some 

of these entrepreneurs mai ntain strong rel igious convict ions. 

On t h e  ave rag e ,  the i nd igenous entrepreneur  is better educated than the 

popu l at i o n  at l arg e ,  u s u a l ly havi ng comp leted some secondary school  

education .  Most have had previous work experience, received some technical 

trai ni ng , and have been overseas to work, for trai ning , o r  on  e xtended leave 

(Fairbai rn ,  1 988) . 

I nstead of applying to banks for financing ,  most entrepreneurs use money from 

the i r  own  o r  t he i r  fami ly 's  resou rces to establ ish t he i r  b us i n ess .  Most 

businesses are therefore u nder-capitalised and profits are low. 
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Many businesses just b reak even,  o r  are ru n  at a loss, but conti nue to operate 

fo r social reasons  o r  status i n  the  commu nity (Hai ley , 1 987) .  They often 

survive by subsidies f rom wages of  a spouse or  fami ly member, o r  from food 

crops grown on fami ly lands. 

In  summary, smal l  bus iness is marked by the l imited busi ness experience of 

the owners ,  l ack o f  resou rces,  u nder-capita l isat io n ,  and  l ow profits. But 

bus i n ess i s  a n  att ract i v e  a lt e r n at ive fo r m a n y  Pac i f i c  I s l anders and  

entrepreneurs continue  to  survive and i ncrease i n  numbers.  

· G Pacifi c Women Entrepreneurs 

, � · - Although� at- · p resent ·  most Pacific Is land e ntre p re neurs are· male ,  there is 

evidence there wil l  be more entrepreneurial women in the future , for the Pacific 

Islands are l ike ly to fol low the trend in other parts of the world where women 

are i ncreasingly becoming owners and operators of busi nesses. 

For example ,  i n  N e w  Zea land ,  by 1 988 ,  26 ,000  wome n  h ad establ ished, 

maintai ned and p rofited fro m  thei r own start-up ventures (Welsh, 1 988) . By 

1 986 , stat i st ics i nd i cate d  that women p ro pri eto rs wo rki ng  fu l l  t ime with 

employees had increased steadily (from 4,69 1 in 1 981  to 25,404 in 1 986) whi le 

male proprietors with e mp loyees. has remained relatively constant (62,231 i n  

1 981 to  83,928). Th is  indicates a growth of  women proprietors o f  3 per cent ,  

while male proprietors i ncreased by only 0 .3 per cent ( lbid). 

The trend in the U n ited States is even more significant, where the re are now 

over 3 mi l l ion wome n  proprietors, and it is predicted that by 1 995 women wi l l  

make up half o f  al l  start-u p  businesses i n  the U nited States. 
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With more women starti ng u p  businesses throughout the world , each national 

economy wi l l  be stimulated, more jobs wi l l  be created , and the multip l ier effects 

of mobi l is i ng  another  5 0  per  cent of the popu lat ion wi l l  have a s ign if icant 

impact o n  national development. 

H isto rical ly speaki ng ,  most women in the P acif ic Is lands have p layed a 

secondary ro le i n  employment and income g e neration .  Pacific-wide ,  (with 

m inor exceptions) wom e n  make up on ly 24 pe r  cent of paid labour (Hai ley, 

1 9 8 7 ) .  Of t h e se wo m e n ,  m o st are e m p lo y e d  i n  me n i a l  p os i ti o n s  i n  

government, the business sector and the tourism industry. 

While more and more women i n  the Pacific I slands are becoming active i n  the 

cash · eco n o my, · i n · a l l · cou ntri es ,  women  cont i n u e  to make ·an i m portant 

economic contribution through unpaid work. Whi le there is a need to p romote 

a wider range of  economic activities for women ,  the existi ng contribution  of 

women to the economy must be recog nised. As in  other parts of the world, 

Paci f ic I s land  wom e n  are actively contri but i n g  to the economy  t h rough  

subsistence agriculture ,  the gathering of seafood, domestic duties i n  t he  home 

and othe r  forms of u np aid work. Women have a lways been econ omically 

act ive i n  t h e i r ro l es  as wives and mot h e rs ,  a n d  as major  s u bs i stence 

producers. 

What i s  needed now is the expansion of o pportun ities to enable women to 

make choices  and select from a wider range of employment opportunities. 

Even when women do choose to pursue paid employment, there is a need to 

measure and monitor the effects of this "extra work" on women's life styles and 

health. If these impacts are not monitored ,  women could find that they are 

subjected to  e xtra st ress  which may lead to degradati on  i n  h e alth ,  a nd 

therefore adversely affect national economic development. 
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This emphasis o n · expand i n g  the choices avai lab le to women ,  rather than 

addi ng another  role fo the  existi ng range of ro les,  could he lp  to al leviate the 

burden on women. 

Another strategy which may contribute to reduci ng the pressures on women is 

to create an aware n ess amongst men of the need for support professionally 

and i n  the dut ies at home .  Assistance fro m  h usbands i n  ch i ld reari ng  and 

other domestic duties  would also he lp to l ighten the burden  o n  women.  The 

acceptance of wom e n  as e ntrepreneurs by men  and the more conservative 

s e ct o rs o f  s o ci et y  w o u l d  a l so h e l p  t o  re d u ce t h e  s t r e s s  o n  wo m e n · 

entrepreneurs. 

· Only a smal l. percentage of administrative and management positions are held 

by women i n  both t he  pub l ic  and private sectors .  For example,  i n  the Cook 

Islands there is on ly one  g overnment department head who is a woman· (since 

1 990) and i n  Fiji there is on ly one woman head of department.  Traditionally, 

the economic role of wom e n  has been l imited to i ncome g eneration projects, 

g rowi ng food crops to feed the fami ly, and participation i n  community projects 

(Pryor, 1 986) .  In  m ost Pacific Island communit ies (especial ly i n  Fiji and to a 

lesser extent the Cook Is lands} women are constrained by the t raditional view 

of the role of women as housewives and mothers .  I n  order to succeed i n  any 

other role , i ncluding busi ness and the public service, women must break with 

t radition and be wi l l i ng to deal with the consequences. 

However, d espite the t radit ional perception by most Pacific Is land women that 

they are secondary t o  m e n  i n  a male-dominated soci.ety (social ly , politically 

and economical ly) . and despite the constrai nts women face i n  establ ishing 

themselves in busi ness,  some women have succeeded. 
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There are several reasons why more women are starti ng u p  businesses. One 

major factor is the chang ing nature of the Pacific Islands and world economy. 

For example,  the shift in emphasis from agriculture to the service sector in the 

Cook Is lands economy has created an "entrepreneuri al" economy. As the 

service sector has i ncreased in the Cook Islands (and to a lesser extent Fiji} ,  it 

has beco m e  t h e  fastest g rowi ng  employment sector. Wh i le e mployment 

opportunities fo r women i n  the agricu ltural sector were l im ited to labouring in 

the fami ly p lantations ,  the service i ndustry has provided more attractive and 

lucrative opportunities for women.  

But why do. women choose the individual, risky, and often lonely . alte rnative of 

setting up  the i r  own businesses? Studies i ndicate that some women choose 

this path .because they n eed the money, some because they seek economic 

independence, and others make the choice because they perceive a profitable 

opportunity and seize it. 

The need for money 

For some women ,  start ing a business means economic survival and survival of 

the fami ly a n d  marriage.  For other . women the need for money means the 

maintenance of a certain standard of living. 

Need for I ndepe ndence 

I n  the busi ness context, i ndependence means the abi l ity to make decisions 

without requ i ri n g  the app roval of  superi o rs .  Fo r wom e n ,  (because most 

bosses are male) it also means i ndependence from men. 
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I n  a study of  wom e n  e nt rep re n e u rs i n  the Un ited States , Hisrich & Bruch 

( 1 986 ) , f ou n d  t h at 2 8  p e r  c e nt of the  wome n su rveyed who m e nt ioned 

i ndependence as the i r  m otivatio n  for starti ng u p  a busi ness had previously 

been employed .  Fo r t he  w idows and ex-housewives  who had not been 

employed before, i ndepende n ce was not a motive. 

Seizing an Opportunity 

In the same study, 30 per c ent of the women entrepreneurs claimed that they 

started up i n  business when they became aware of a commercial opportunity 

waiting to be  g rasped . . Th i s  opportun ity became the trigger  that in itiated an 

entrepreneurial career. 

In  a study of business wom e n  i n  New Zealand,  Welsh (1 988) found that these 

busi ness women shared several common factors. These were family ranking ,  

marital status, and educationa l  background. 

Family Rank 

The survey of New Zealand  busi ness women i ndicated that the fi rst born or  

e ldest female i n  a family i s  more l ike ly to  start a business. This confi rms the 

findings of H e n ni ng and H ackman who studied women enro l led in the MBA 

program at Harvard Bus i ness  Schoo l  i n  the Un ited States i n  1 963-64 and 

fou nd that 20 o ut of  25 w o m e n  were fi rst-born ch i ldre n .  The study a lso 

revealed that the  e ld est c h i ld had a closer  affi n ity to her  fathe r, who was 

usual ly also self-employed. Most of these women were from middle or upper 

class families. 
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Marital Status 

The majority of  women (57 per cent) with a turnover of o ne mi l l ion do l lars or 

more were eithe r  sing le o r  divorced.  These women believed that they had to 

make person al sacrifices i n  o rder to achieve success. 

Those wom e n  who were married stated that being married provided a good 

s uppo rt bas e  ( both e m ot ional and f inancia l ) .  They were marrie d  to men 

employed in p rofessional or technical occupations and stated that thei r spouse 

was generally supportive and provided encOuragement. · 

Educational Background 

. The study fou nd that on ly a small proportion of  women earni ng more than one 

mi ll ion dol lars had tertiary degrees ( 1 4 per cent ) ,  however this is expected to 

change as t h e re has been  an i ncrease i n  t he  n umbers of wom e n  taki ng 

b u s i n e s s  d e g re e s  a n d  t h e  bus i n e s s  wo r ld has  beco m e  i nc reas i ng ly 

competit ive . In busi nesses with tu rnover u nder a mil l ion dol lars ,  there was a 

higher percentage of women with degrees (23 per cent). Most wome n  had little 

formal educat ion and rel ied on thei r previous working experience (64 per cent) . 

Some i n g re d i e nts  requ i red for  success have been ranked as : h ard work, 

t enacity , m ot i vati o n ,  g ood ski l ls with peop le ,  l eadersh i p ,  g o od bus i ness 

manag e me n t ,  i nteg ri ty , guts ,  good health ,  common sense , and g ood luck 

(Hertz, 1 986) .  



9 7  

In the past , t he  i mportance of the role of individual women entrepreneurs in  the 

Pacific Is lands has not been paid sufficient attention  by government pol icy 

makers ,  o r  by researchers. In addition ,  the special needs (in terms of business 

advice , fi n anc ing , m arketin g ,  t rai n i ng and research) of th is impo rtant group 

have n ot bee n  assessed. The few exceptions are Hai ley (1 987) , Pryer (1 986) 

and Ritterbush ( 1 986) .  

A l t h o u g h  s u cc e s s f u l  P a c i f i c  b u s i n e sswo m e n  s h are s o m e  c o m mo n  

characte ri st ics  w i t h  busi nessmen ,  other  characte ristics a re u n ique .  The 

common characteristics are :  

t h ey c o m e  f ro m . fam i l i e s  with a h isto ry of dom i nant  wome n ,  e i ther 

i ndependent ,  strong-wi l led mothers or sisters ; 

they a re bette r educated than their contemporaries; 

they h ave the abi lity to persevere and deal with busi ness details·, often 

u nder difficu lt and frustrating conditions; 

they are dete rmined to succeed and are committed to hard work ;  

they h ave the  abi l i ty to break through the t raditi ona l  sex b iases and 

cu ltura l  constraints of Pacific societies; 

they p ossesses an outgoing personality and the abi lity to maintai n good 

custom e r  re lations ;  

they acknowledge the importance of  assistance from husbands/partners 

i n  g ivi n g  advice , checki ng accounts, and arrangi ng finance. They also 

recogn ise  the positive encouragement and support of the i r  fami l ies ;  

they h ave t rave l led overseas and have therefore been exposed to new 

b u si n es s  i d e as and o pportu nit ies than those wo m e n  w h o  h ave not 

travel led m uch.  

Examp l e s  of  s u ccessfu l Pacif ic Is land women in  bus i ness  can be found 

throughout P o ly nesia and Melanesia. 
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I n  the Cook Is lands·, man·y women have establ ished smal l businesses i n  the 

retai l sector, p roviding goods for tourists and smal l vi l lage stores sell i ng basic 

food items and household suppl ies. There are several u nique factors which 

contri bute to the success of these smal l businesses which are owned and 

operated by women:  

land i s  usually owned by the fami ly and is therefore free ; 

i nvestment costs i n  b u i ld i n g  a smal l store are u sually low, and some 

f i .n an c i a l  ass i sta n ce h a s  b e e n  avai l ab l e  f ro m  t h e  Cook I s lands  

Development Bank; 

,the . stores  are often located in or near the fami ly home. This enables 

wom e n  to operate t h e  bus i ness whi le taki ng care of the home and 

,ch i ldren .  Business h o u rs are f lex ib le and othe r  fami ly members are 

often avai lable to assist ; 

the profits from the busi ness provide a supplementary (but important) 

i ncome for the fami ly, as the husband is frequently employed elsewhere 

(often i n  government). 

In addition to these small bus iness operations, there are Pacific Is land women 

in most countries who have been very successfu l in larger business ventures. 

Agai n in the Cook Is lands ,  several women have bus inesses which cater to 

tou rists .  I n  one  fami ly t h e re a re four  s iste rs who run  two of the largest 

handicraft/g ift shops ,  whi le  two other siste rs run a clothing/gift shop . Other 

examples are women who own cloth i ng stores (some special ising in tourist 

wear such as T shirts) , rental car agencies, restau rants/bars, and even mote ls. 

I n  Tonga, a former  nurse who  was squeezed out of the health departme nt 

because he r doctor husban d  became head of the department, now runs the 

successful bus service on Tongatapu.  She also operates a successful hotel, 

restaurant and n ightclub. 



9 9  

An example o f  a successfu l  business woman i n  Fiji i s  the managing director of 

the chain of H ot B read Kitchens, the most popular and successfu l bakeries i n  

Fij i .  These effici ent ,  open-plan bakeries are found throughout Fij i ,  and she  has 

recent ly e x p a n d e d  t h ro u g h  franch is ing  arrang e m ents  a n d  part n e rs h i p  

agreements to Waianae,  Hawaii and the Solomon Islands. 

In Papua New G ui nea,  a woman in Goroka (Eastern High lands) fou nd herse lf 

in a situation  where she  had to learn how to manage  the busy service stat ion 

which she i n h e ri ted o n  the death of her husband. Apart from not knowi ng 

much about own i ng  and managi ng a business, she had to fight off claims to 

the business assets from her husband's brothers. Despite al l  these problems, 

she persisted and now has a profitable business (Fi nney ,  1 987) . 

On ly 1 6  per cent of  the  busi nesses in Tonga sampled by the P l OP study were 

owned exc lus ive ly b y  wom e n ,  however th re_e-quarters of  t h e  busi nesses 

surveyed stated t h at t h e  wife acted as a busi ness partne r  and assisted i n  

opertions, management a n d  marketing. Less than 2 0  per cent  of the women 

had rece ived any  specific bus iness train ing or  had even f in ished secondary 

school .  P robab ly  t h e  m ost important characte ristic of  a To ngan woman 

e ntrepreneur  was the  abi l ity of women to persevere and deal with essential 

business detai ls u nder  difficu lt conditions (Ritterbush, 1 986, p. 78) .  

In a study of entrepre neurs in  the Cook Islands, approximate ly 32 per cent of 

the sample were women ,  indicating that women in  the Cook Islands are more 

active in the busi ness sector  (Fai rbai rn , 1 988) . 

I n  Fiji , the majority of the women in  the P lOP survey were younger (most under 

40 years) and found t hey had alienated themselves from thei r t raditional social 

ro le by going i nto busi ness. They were perceived by some (by Fijian men and 

traditional leaders )  as social deviants. 
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I n  additio n ,  the economic power they achieved through their success often 

meant that they became a threat to the social structure of traditionally male 

dominated societies (Hai ley, 1 987). 

However, women in business are sti l l  the minority , and attention must be paid 

to the special needs and chal lenges that confront them.  

Challenges, Needs and Constraints 

While Pacific women share the same business obstacles that men face , some 

prob lems are u nique to thei r status as women i n  busi ness. These include 

demands of fami ly and community commitments , responsiblity for maintaining 

cu ltu ral trad iti ons ,  lack of co nfidence in their abi l it ies  (aggravated by thei r 

secondary legal status), lack of train ing ,  and the prob lem of obtaining financing 

for business. 

Women are p ri mari ly responsible for family and community commitments, for 

runn ing the household effici ently, providi ng meals ,  and o rganising chi ld care 

and ch i ldre n ' s  activit i es .  I n  additi on ,  they are e xp ected to  contribute to 

community projects , both financial ly and organisat ionally. These activities are 

often not recog nised by men as being of value or i mportant. 

Women are a lso responsible for mai ntain ing many of the cultural traditions of 

Pacific societi es ,  such as weavi ng ski l ls for handicrafts ,  the maintenance of 

traditional song , dance and art ,  and ensur ing the su rvival of the vernacu lar 

· language and handing down of traditional folklore. 



1 0 1  

Some basic change s  i n
· 
p are ntal attitudes toward the  ro le  of women  are 

necessary. I n  o rder for women to succeed, it is essential that they be brought 

u p  the way m e n  a re : s u ccess-o ri e nt e d ,  g oa l -o ri e n te d ,  a n d  wi th  t h e  

u nderstand i n g  that i t  i s  i m portant to  ach i eve s o m eth ing  i n  the i r l i fet i m e .  

Learning i nstitutions a n d  attitudes within the fami ly u nit must change t o  create 

an envi ronment that e ncou rages women to learn fi nance , focus o n  careers, 

and expect to provide the i r  own source of financial support. 

Most Paci fi c I s l a n d  w o m e n  lack confide n ce i n  t he i r  ab i l i t i es , e specia l ly 

busi ness acumen .  C o nsequently they overlook o r  downplay thei r ab i l it ies ,  

re luctant to raise thei r i mage above the norm. Some of this lack of confidence 

is due to constant ridicule by men (and women) ,  lack of visio n  of the society's 

leaders , and lack of n etwo rks and ro le models of othe r  wome n .  I n  most 

countries the "old boy" network does not exist for women .  

U nti l  recently Paci f ic Is land women entrepreneurs found themse lves i n  t he  

lonely position  o f  m anag i ng busi nesses without support from their col leagues. 

As on ly a few wom e n  owned and operated their own businesses, there were 

not many women col leagues with whom they cou ld consu lt o r  co nfide .  The 

development of su p p o rt n etwo rks i n  the futu re are essential for bus iness 

women in o rder to al low t hem to achieve success i n  their  business ventures. 

These support n etwo rks n e ed to be deve loped at b oth t he  nat io n al and 

regional leve ls.  

This lack of confidence is especially detrimental when women seek fi nance for 

their  business .  Often banke rs (who are mostly men)  have p recon·ceptions 

about Pacific women which lead to a reluctance to extend credit to these 

women .  The se p reco n ceptions  are often based o n  superficial i mages of 

Polynesian beauty and sexuality, and the role of women as wives and mothers ,  

with little business train i ng  o r  know-how. 
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Because of th is lack' of faith i n  women ,  many women are asked to i nclude thei r 

husbands as co-sig nato ries to a loan.  "Sim i larly, govern m e nt officials and 

development p lanners have made on ly token gestures to encourage women's 

enterprise and overcome their const rai nts" (Hai ley, 1 987, p .46) .  This lack of 

respect for bus iness wom e n  from e mployees and business associates often 

means that women  must prove that they can perfo rm efficie ntly, effectively, 

and often better than thei r male counterparts. 

Although al l e ntrepreneu rs face some start-u p  problems when establishing a 

new business o peration,  the major problems facing women e ntrepreneurs are 

d ifficu lty i n  o bt ai n i ng credi t ,  a weak co l latera l  posit i o n ,  lack of gu idance , 

counse l li ng ,  business trai n ing ,  and lack of experience i n  financial p lanning. 

In most Pacif ic societ ies , women h ave l itt le political power and are grossly 

under-represented in the civi l  service and the pol itical arena. For example, i n  

the Cook Islands,  there are n o  women i n  parl iament or cabi net (and , except fo r 

a few months i n  1 983) there have been no women elected to the parliament for 

over 20 years. The situat ion in the publ ic service is equally disappoi�ting. Unti l  

1 990 there was not one government department headed by a woman. 

Simi larly, i n  Fiji , h istorical ly  few women have been elected to Parl iament. The 

current Interi m Govern m e nt has two women in Cabinet for the fi rst time. An 

i nd igenous Fij ian woman is M iniste r of Womens' and Cu ltural Development, 

and the other is an I ndian woman who is Min ister of Indian Affairs. However, 

this is an appointed , not a n  e lected g overnment. 
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Wome n the refore have lirnited power to i nflue nce the l eg i s lative p rocess or 

judicia ry .  I n  some Pacific societ ies there is blatant di scri m i n at ion  agai nst 

women ,  and these woman do n ot enjoy fu l l  legal r ig hts .  For  i nstance , in  

Tonga wom e n  are d e nied the rig ht to  lease or i n he rit land (thus  p rohibiti ng 

women usin g  land as col lateral for a loan) ,  and Fij ian wom e n  do not enjoy fu ll 

citizenship status. 

Another constraint is  the Jack of re levant train ing for wom e n  i n  busi ness ski l ls. 

Busi ness t ra i n i ng cou rses  are rare in the Paci f ic a n d  d o  n ot specif ica l ly 

address t h e  spec ia l  n ee ds of women .  I n  addi t i o n , w h e n  t hese t rai n i ng 

opportunities are avai lable ,  they are more often than n ot g iven to men .  

Al l  these factors contribute to a situation where women ,  to some extent, have 

been d isadvantaged i n  the ir  effo rts to become e ntrepre n e u rs .  l t  is  often the 

sheer will and determi nation of Pacific women that enables the m  to succeed i n  

the i r  efforts to  become successfu l i n  busi ness , i n  order  to contribute more to 

the social and economic development of their fami l ies and thei r cou ntry. 

This chapte r h as revi ewed tradit io nal Pacif ic Is land econ o m ie s  and some 

aspects of western e ntrep reneursh i p  theo ry .  I nd igenous e ntrepreneurship in 

the Pacific Is lands was also reviewed and a Pacific model of e ntrepreneurship 

developed. E nt repre neu rsh ip  opportunities in t he  tou ri s m  sector were then 

identified. The last part of this chapter was dedicated to an analysis of women 

entrepreneu rs in the Pacific Islands. 

Having set the stage with an i n-depth review of issues associated with tourism 

and i ndigenous entrepreneurship,  it is now t imely to analyse the development 

of tourism and i ndigenous entrepreneurs i n  two Pacific I s land cou ntries . The 

two countries selected for th is study are the Cook Islands and Fiji .  
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Both countries wi l f  be analysed i n  terms of thei r h istorical background and  

t o u ri s m  d ev e l o p m e n t ,  t he  e c o n o my the  e m e rg e n c e  o f  i nd i g e no u s  

entrepreneurs ,  and  a review of existi ng government structures designed to 

support i ndigenous e nt repre neurial development. 
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M a p  2 .  The C o o k  I s l an d s 
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PART Ill 

CHAPTER 4 TH E COOK ISLANDS: HISTORICAL B ACKG ROUND AND 

TOU RISM D EVELOPMENT 

A Background 

:: The Cook Islands is u nique because of its size , isolation ,  close political and 
I '  

economic ties with N ew Zealand, the underlying Polynesian cu lture ,  and the 

way i n  which the gove rn ment has adopted a p o l icy .  of "cont ro l l e d "  tou rism 

deve lopment. As a result of the importance of tourism in the economy, the 1 I , 

Cook Islands provides  and excel lent example of tourism development in a 

micro state. 

The fiftee n  islands of the Cook Islands group cover only 234 square ki lometres 

of land and are spread over 1 ,000,000 square ki lometres of ocean. The capital 

of t he  Cook Is lands i s  at Avarua, on  Rarotonga and other  is lands i n  the 

sout h e rn g roup a re Aitutaki , Mangaia,  Ati u ,  Mauke , Mitiaro ,  Takutea and 

Manuae . These are primarily high volcanic islands with lush vegetation.  

The northern g roup islands i nclude Pukapuka, Nassau, Manihiki, P akahanga, 

Pe n rhyn ,  Suwarrow and Palmerston and are a l l  low lyi ng coral atolls with 

coconut trees as the pri mary vegetation. 

The Cook Islands has a problem of extreme fragmentation, with a smal l  

populatio n  distribitued over a number of widely dispersed islands. 

(Connel l  1 983). 

Cook Islanders are Polynesians known as Cook Island Maoris and the main 

language  is Cook Island Maori , aijhough Eng lish is also spoken .  
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B Background 

The Cook I s l a n d s  was a m o ng the last o f  the Po lynes ian Is lands to be 

permanently sett led. According to genealogies and archaeological evidence, 

Rarotonga was s ettled about AD 1 , 1 00 with settlers fro m  Raiatea in French 

Polynesia, with a later  wave of settlers led by Tang i'ia f rom Tahiti and Karika 

from Manu 'a i n  Samoa about AD 1 250. Some of the northern atol ls were 

settled as recently as the 1 3th Century. (Hayes 1 983, Carrel l  1 983). 

Various estimates of the population at the time of European contact in  the 1 8th 

and early 1 9th c entu ry i n dicate a total populatio n  rang ing  from 1 4 ,760 to 

1 9 ,41 0 which is close to the present level. (Hayes 1 983). As i n  other parts of 

the Paci f ic ,  the p e ri od fo l l owing co ntact was crit ical for the Cook Is lands 

because the popu lati o n  d ecreased dramatically as a resu lt of d isease and 

steri lity, warfare , labou r recruitment and general social d is ruption. (Curson 

1 973:p.1 03). 

Prio r  to w e ste rn  co ntact t he  popu lat i o n  l ived i n  d i spersed ham lets but 

missionari e s  e ncou rage d  the  concentrat ion of popu lat io n near churches. 

(Hayes 1 983) . The trade that was developing also led to movement of people 

to the port areas. By 1 854,  the Avarua district had approxi mate ly 31 per cent 

of Rarotonga's populat ion a nd by the end of the centu ry, this proportion had 

reached almost 45 per cent. (Curson 1 973). 

Labour  recruiters took worke rs for plantations, divi ng and domestic work in 

Tahiti , for sugar fie lds  i n  Hawai i ,  the phosphate deposits of various islands and 

for plantations of Peru (Maude 1 981 ) and California. 
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Between 1 830 and 1 900 the cumulative effect of these influences h ad resu lted 

in a dramatic populatio n  decl i n e  especial ly i n  Rarotonga and P e n rhyn.  By 

1 900 , both i s lands had lost b etween 70 per cent and 80  pe r cent of  their 

original population. (Hayes 1 983).  The popu lation of the Cook Islands , which 

was 1 7,900 i n  1 980 , has been d eclining as many Cook Islanders leave to live 

i n  New Zea land .  Although  t h e  local labou r  force is decl in ing because of 

mig ration ,  o n e  of the most i mportant issues of development is  creating more 

jobs and  i n co me-earn i ng o p p o rtunities ,  especia l ly i n  the p rivate sector. 

(Connel l 1 983) ,t Employment i n  the agriculture and fisheries sectors has fallen 

�teadi ly since the 1 960s and there is a shortage of agricultural labou r  through 

mig ration .  ·P lanners are concerned with employment of school · l eavers to 
<\ 
minimize out-migration which means a loss of important human resou rces and 

a slow decl i ne  in the absolute population size . Policy planners are therefore 

concerned with slowing o r  reversing international migration and are formulating 

policies which wil l  provide the basic nee?s, raise living standards and generate 

employment. 

The size of the labour force h as experi enced fluctuations during the decade 

1 971 b9 1 98 1 . I n  1 986, the total labour force was 1 ,  1 45. Three h undred and 

sixty-six were unemployed, g iving a low rate of unemployment of 5.6 per cent 

for the whole country. (Table  4.3) .  Most of the unemployed were persons 

from the  outer is lands seeki ng work in Rarotonga, whereas o n  Rarotonga 

itself, on ly 1 51 persons were unemployed in 1 986. 

The e m ploy m e nt f ig u res  i n  Table 4 . 2  i nd icate that e m p l oy m e nt i n  the 

agricu lture and fish ing i ndustries  decli ned from 29.9 per cent in 1 98 1  to 1 6.5 

per cent in 1 986. However i n  the same period wholesale, retail ,  h otels  and 

restau rants sector employment i ncreased by 4.5 per cent to 1 6. 8  per  cent of 

total e mployment. 
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TABLE 4.1 
COOK ISLAN DS 

NUMERICAL AND PERCENTAG E DISTRIBUTION OF 
THE RESIDENT POPULATON BY AGE FOR CENSUS 

PERIODS 1 971 TO 1 986 

Age G roup Population Percentage 

1 971 1 976 1 981 1 986 1 971 1 976 1 981 

0-1 4 1 0 ,996 9 ,01 3 7,497 6 ,330 51 . 1  50. 1 43.5 
1 5-64 9 ,635 8,287 8 ,980 9 ,359 45.2 46.0 52. 1 
65  + 692 703 750 766 3.3 3.9 4.4 
TOTAL 2 1 ,323 . 1 8,003 1 7,227 1 6 ,445 1 00.0 1 00.0 1 00.0 

TABLE 4.2 
COOK ISLAN DS : 

1 986 

38.5 
56.9 

4.6 
1 00.0 

COMPOSITION OF EM PLOYMENT BY M AJOR INDUSTRIES (%} 

1 971 1 976 1 981 1 986 

Agriculture & Fisheries 22.7 2 1 .8 29.2 1 6.5 
Manufacturing , Construction  
and  Quarrying 20.9 1 4.9 1 2.4 1 4.0 
E lectricity and Water 1 .2 1 .5 2.4 2.5 
Transport and Communicatio n  9 .0  8 . 1  .1 0.0 9.4 
Wholesale and Retail Trade 7.5 9 .2  1 2.3 1 6.8 
Other Services 32.4 33.5 29.3 33.3 
Not Classified 3 .8  4.3 1 .9 

TABLE 4.3 
COOK ISLANDS 

EMPLOYMENT STATUS OF THE LABOUR FORCE (%) 

U nemployed 
Employed 
Labour Force (Total Number) 

1 971 

6 .2  
93.8 

6 ,270 

1 976 

3.3 
96.7 

5 ,1 1 3  

1 981 

4.6 
95.4 

5,81 0 

1 986 

5.6 
94.4 

6,51 1 
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The "other s ervices" category which includes finance, i nsu rance and business 

services , and community, social and personal services totalled 33.3 per cent, 

and i ncrease of 4 per cent from 1 981 data Some of these persons employed 

would be i n  tourism-related activities. 

There has been  an overal l decl i ne in agricultu ral productio n  during the past 

decade ,  and i n  Rarotonga, the agricuttural work-force h as d ecreased by over 

fifty per cent. Tourism has provided the biggest o pportun ity for employment, 

and the  conti nued emigratio n  to New Zealand has provided a rather unique 

employment situation .  Demographic projection indicate that the population will 

remain relat ively stable ,  with a total of 1 7 ,296 forecase of 1 992 and a tota 

labour force of 6 ,9 1 8. 

Current employment trends and projections i ndicate that the Cook Islands is 

a lmost at f u l l  e m p loyment ,  and that any  i ncrease i n  tou r ism ( o r  other 

i ndustries) wi l l  requ i re recruitment 
_
of labour from outside the cou ntry. The 

figures also i ndicate that the small but active entrepreneurial business sector is 

making a sign ificant contribution to full employment in the Cook Islands. 

C History and Pol itical Development 

The political structure of traditional Rarotongan society was closely connected 

with land te n u re ,  and th is sti l l  affects modern po l it ics. Rarotonga, the main 

is lan d ,  was d iv ided i nto t h ree  d i stricts : · Te-au-o-Tonga ,  Takitu mu a nd 

Puaiku ra . 
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Each district operated as a separate "state" and there was no central authority 

governing the whole island,  although they joined together on some cere m o nial 

occasions. (Gi lson 1 980,  p .6 ) .  Each district was governed by a h ie rarchy of 

chiefs as i l lustrated below. 

HIERARCHY OF CHIEFS ON RAROTONGA 

TITLE GROUP DESCENT 

Ariki (High Chief) Vaka (tribe) 

Mataiapo (Chief of M ajo r  l ineage) Ngati (Major Lineage) 

Rangatira, Komono 

{Chief of Minor Lineag e )  

Ngati (Minor Lineage) 

Li neages were bilateral descent g roups with descent being claimed through 

both father and mother. H owever chiefly titles were passed through the senior 

male where possib le ,  land rig hts were inherited primarily through the father 

and resident was commonly with the husband's community. Women cou ld not 

hold titles and were not ritual ly  equal to men. (Gilson ,  1 980 p.8). 

Although James Cook discovered Aitutaki , Mang aia,  Atiu and Mauke in  the 

1 770s, (that is how the is lands came to be named after him) the mutineers 

aboard the Bounty discovered Rarotonga in 1 789. 

Two missionaries of the Lon do n  Missionary Society (LMS) from the S ociety 

Islands were the fi rst fore igne rs to reside in  the Cook Islands (at Aitutaki) in 

1 82 1 . Oth e rs sp read t o  R arotonga  and oth e r  i s lands in 1 82 3. T h e  

missionaries worked i n it ia l l y  with the ariki t o  convert them to C h rist ian ity, 

resulting in e arly mission  i nvolvement in political activities. 
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I n  return the ariki supported the establishm e nt of missions by g ranting land in 

e ach district , o rganizing people for re l ig i ous  instruction ,  and assisting in the 

e rection of houses and chapels. The missionaries convinced the ariki to ado� 

new moral pri nciples and n ew laws with a n  assurance that this would bring 

political stabi lity. In 1 827 the Reverend John  Wi ll iams presented a code of 

new laws to the ariki and these were adopted. The importance of the church in 

the legal system lay in the fact that Christianity and politics were as i ntricately 

related as the "civil pol icy and sanguinary idolat ry" had been in pre-mission 

days. (Gilson 1 980:29) 

By 1 840 , with the mission firmly established , commercial activities with traders 

u nder the control of the ariki had begun ,  again rei nforcing the political power of 

the  ariki . U nt i l  1 874 , n o  atte mpt h ad b e e n  m ade to establ ish a ce ntral 

g overnment o n  Rarotonga. By this t ime the  missionaries had succeeded in 

alte ri ng the custom on  s uccession to a l low a woman to hold chiefly titles. 

Makea Takau (also known as Queen Makea) , the local chief of the new port 

town of Avarua,  was e nforcing the laws of  a loose confederatio n  of chiefs. 

This pattern of the local chi ef of tt1e area which became the port town thus 

becoming recognized as a "national" leader was widespread in the Pacific. 

After 1 874, the influence of the missionaries declined while the traders gained 

prominence. As a result of French interest and pressure by traders (who were 

mainly English and New Zealanders) ,  a British Protectorate over the six largest 

islands was declared on 27 September, 1 888.  This led to the appointment of a 

· British Resident, Frederick Moss, who was nevertheless appointed and paid 

for by New Zealand. Moss had to work closely with the ariki to persuade them 

to implement his projects, In 1 890 the British Resident convinced the ariki to 

form a General Council of provisional Rarotongan legislature. 
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Its members were the three ariki , three district judges (who were chosen by the 

ariki) , three m ataiapo (nominally chosen by the people but i n  practice largely 

determined by the ariki) and one European (elected). 

The fo l lowi ng year Moss set up a Federal Government of the Cook Islands, 

with a Parliament with chiefly representatives from the islands of the southern 

Cook G roup.  

The Federal Parliament made appropriations to the individual is land councils 

who were responsible for the government services of their respective islands . 

"Queen" Makea was Head of Government .  A bicame ral  leg is lature was 

institute in 1 893.  The Federal Parliament did not have much meaning to the 

ave rag e p e rs o n ,. e specia l l y  as it did not  have F e d e ra l  po l ice  powe rs. 

Nevertheless , this Federation is regarded by many as the beginn ing of Cook 

Islands natio nal identity. 

Du ri ng  the  d e cad e of Fede ral gove rn ment ,  product io n  and c o m m e rce 

expanded , political influence of the missions was considerably reduced. The 

districts of Rarotonga and the other island governments were unified for the 

first time, and perhaps most significant of all , many Western political pri nciples 

were accepted.  By 1 900, however, the New Zealand government, the leading 

chiefs and also many commoners were dissatisfied with it. 

The years 1 90 0  to 1 965 were a period of colonial politics for the Cook Islands. 

With i ncreased interest i n  the Cook Islands by France , New Zealand's Prime 

Minister - Richard J ;  Seddon ,  visited the Cook Islands i n  1 900 .  As a result, the 

leaders of the s·outhe rn group islands addressed a petitio n  to the Governor of 

New Zealand which stated: 
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We, the  A ri k i s  of R aroto nga ,  tog e th e r  wit h Ngamaru Ar i ki , who 

represents the three is lands of Atiu ,  Mauke and Mitiaro , being assembled 

i n  Cou nci l ,  do  he reby pet it ion  H is  Exce l l ency the Gove rno r  of N ew 

Zealand to annex the islands of Rarotonga, Atiu ,  Mauke and Mitiaro to 

the British Empire .  (New Zealand Parliamentary Debates, 1 899, Gilson, 

1 980, 1 980 p.1 0 1 ) . 

The deeds of cessio n  of these islands were s igned by those ariki o n  8 and 9 

October, 1 900. I n  Aitutaki , whe re the people bel ieved they had become part of 

t he  British E mpire i n  1 89 1 , sovereignty was formally proclaimed. Thus, five 

islands of the Southe rn Group (excludi ng Mangaia) became incorporated i nto 

New Zealand, which was a British colony at that time. Al l  other islands were 

formally incorporated shortly thereafter. The Cook Islands Act of 1 9 1 5  passed 

by the New Zealand Parl iament consol idated the laws govern ing  the  Cook 

I s l a n ds wh ich  were  g ove rn e d  by a N ew Zea land  appo i nted Res ident 

Commissioner. A Legislative Cou nci l was set up i n  1 946 , then a Legislative 

Assembly i n  1 957 . 

. The Cook Islands became se lf-govern ing i n  associatio n  with New Zealand in 

1 965 with a new Const i tut ion  and the estab l i shm e nt of a House of  Ariki 

(ch iefs) .  U nder t h i s  arran g e ment ,  t he  Cook I s lands are i nterna l ly se lf­

g pverning with New Zealand responsib le fo r external affai rs and defence. 

\ \  Cook I slanders are New Zealand citizens with right to access to New Zealand 

and locally produced goods have free and u n restricted access to the New 

Zealand market. 

D. The Economy 

The Cook I s lands e conomy i s  l i mited i n  te rms of  l and area,  geog raphic 

i so lat ion ,  a decre as i ng  p o p u lat i on , a n d  acces s  to bette r e mploy m e nt 

opportunities overseas. 
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T h e  Cook Is lands Govern m e nt has ado pted a n  ove ral l  macroeconomic 

strategy of rei nforcing  economic development in orde r that overall objectives 

can be achieved . The Cook Islands Government  Development Budget for 

1 986 - 1 987 was NZ$1 6 ,884 ,000 .  (Table  4 .4)  The e sti mated source and 

application of funds for the year ending 31 March 1 990 indicates government 

revenues of $47,34 9 ,900 ,  with New Zealand budgetary aid at $8,925 ,000, 

g i vi ng  a total budget of $56,274 ,900. (Table 4.5} 

The  Cook Islands are dependent on fore ign  assistance and loans, and New 

Zealand is the largest single contributor to the country. The Cook Islands have 

a u ni que relationsh ip  with N ew Zealand through historical t ies. The Cook 

I slands use New Zealand currency and receive regular fore ign aid g rants. In  

a d d i ti o n  to New Zea land 's  co ntri but i o n  of b u dgetary a id , development 

ass istance to specif ic projects is also g ive n .  Th is amounted to nearly $4 

mi l l ion  in 1 989/90. (Tab le 4.6)  Howeve r, the annual comm itment of the New 

Zealand governme nt is expected to decrease in  the future , while the Australian 

c o n t ribution (and that of other  countries)  is expected to increase.  Current 

g o vern ment policy is  to dive rsify aid sources and to phase out New Zealand 

budg etary support over a 20 year pe riod . Other major sources of aid funds are 

Austral ia, Canada, West Germany , the U n ited States,  the Netherlands, and 

U n ited Nations Development Programme (UNDP). (Table 4.6) 

T h e  tota l  aid co n t ri but i o n s  received by t he  C ook  I s l ands in 1 987 w e re 

$1 5 ,696,300 , includi ng New Zealand's contribution of $1 3,760,000 (Table 4.7). 

W hi le  foreign  aid to the Cook Islands has i n creased from over $1 2 mill ion in 

1 982 to over $1 5 mi l l ion in 1 987, it has decreased as a proportion of GDP from 

3 9  p e r  cent i n  1 982  to 2 1  per cent i n  1 987.  (Table  4�8) This i ndicates a 

stro nge r economy, with a higher proportio n  of revenues being generated from 

i nternal resources. 
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TABLE 4.4: COOK tSLANDS DEVELOPMENT BUDG ET (NZ$'000) 

External only 
CATEGORY 1 985/86 1 986/87 

Agriculture 2,034.7 3,041 .0 

Marine Resource 1 55 .5 630.5 

Trade & Industry 3,1 66 .4 3,422.2 

Monetary Operations** 1 ,863.3 71 6.0 

Water Supply & Sewage*** 544.0 629. 1  

Energy 435. 1 692.0 

Post & Telecom. 576.0 523.7 

Education 1 ,484.9 1 ,674.3 

Health 1 97 . 1  880.3 

Administration  2 , 1 47.0 2,847.0 

Community & Welfare 421 .4 534.6 

Tourism 454.0 452.5 

Others 480.2 441 .0 

TOTAL 1 3,959.6 1 6,884.2 

* I ncludes T&l ,  and Transport 
** 
*** 

Under heading of "Finance" i n  Budget Publication 
Less sewage & Drainage 

1 987/88 

740.9 

1 1 4.5 

2 ,704.5 

1 91 .0 

2.0 

855.2 

452.2 

2 ,008.2 

1 2.6  

29 .7 

3 ,934.8 

1 1 ,075.6 
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COOK ISLANDS GOVERNMENT 
FUNDS STATEMENT 

STATEMENT OF THE ESTIMATED SOU RCE AND APPLICATION 
OF FUN DS FOR THE YEAR E NDING 31 MARCH 1 990 

SOURCE OF FUNDS 

TAXATION 

8,603,700 

1 ,200,000 

TOTAL TAXATION 

OTHE R  

360,000 

2,023,700 

TOTAL OTHER REVENUE 

TRADING OPERATIONS 

I ncome 
Levies 
Turnover 

Welfare 
Company 

Numismatic 
Phi latel ic 

Post Office 

Monetary Board 
Departure Tax 
Other Government 
Receipts 

TOTAL INTERNAL FUNDING 

NEW ZEALAND BUDGETARY AID 

APPLICATION OF FUNDS 

STATUTORY 

ANNUAL APPROPRIATION NON TRADING 

TRADING OPERATIONS 

9,700,000 
6 ,500,000 

1 ,875,000 

27,878 ,700 

545,000 

1 ,440,000 
740,000 . 

2,233,000 

7,341 ,700 

1 2 ,1 29,500 

47,349 ,900 

8 ,925,000 

56,274,900 

3,1 46,400 

41 ,724,500 

1 1 ,404 ,000 

56,274,900 

Source: Estimates of the E xpenditure and Revenue of the Government of 
the Cook Islands ,  year ending 31 March 1 990. 
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TABLE 4.6 
C OOKS ISLANDS PROJECTS RECEIVING 

NEW ZEALAND DEVELOPMENT ASSISTANCE 1 989/90 

Agriculture Development Programme 

Totokoitu Research Station 
Kia Orana Foods Loan Repayment 
Aitutaki Crop Diversification . 
Forestry 

Education study awards 

Upgrading Rarotonga Electric Generator 

Avarua Town Power  Supply 

Medical Assistance 
Avatiu Harbour Expansion 
Budgetary Support 

Cook Islands Development Bank 
Rarotongan Hotel Loan 
Outer Islands development 

Supplementation Scheme 

Short-term Technical Assistance 

Total 

30,000 

21 0,000 

50,000 

36,000 

1 30,000 

450,000 

1 ,320,000 

70,000 

40,000 

400,000 

9 ,000,000 
250,000 

502,834 

90,000 

850,000 

50,000 
$1 3,478,000 

Source: Progra m me Profi les, N .Z. Bi lateral Assistance Programme; Ministry 
of Exte rnal Relations and Trade ,  N .Z. Government, 1 989, 



1 1 9  

TABLE 4.7 
COOK ISLANDS GOVERNMENT: 

Aid Contributions By Agency (NZ$'000) 

DONOR . 83 84 85 86 87 TOTAL 

NZ BAP 1 1 350 1 2471 1 3340 1 3342 1 3760.0 82563.0 

ADAB 1 1 59 971 1 354 2089 1 562.0 8852.0 

Canada 92 89  1 1 0 97 1 1 .7 496.7 

German FRG 282 32 39 40 56.0 731 .0 

Netherlands 55 56 220.0 345.0 

UNDP 525 336 278 479.6 32.8 4157.4 
Norwegian/SPEC 1 46 1 40 286.0 
SPC 40 40 61 39.9 300.9 
US Aid 1 46 67 · 34.9 247.9 
UNICEF 66 27 23 3 .5  1 50.5 
UN FPA 271 1 07 1 8.5  396.5 

IHAP 349 1 58 391 2 900.0 

ADB 2753 2753.0 

WHO 9 708.8 717.8 
PEDP 81 1 6.9 97.9 

1 3,5 1 4 1 4,878 1 8 ,4351 7 ,405.3 1 5,696.31 02,995.6 

Source: Second Development Plan ( 1 988-1 992) , Ministry of Planning 
Economic Development ,  Cook Islands Government, 1 988. 
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TABLE 4.8 
COOK ISLANDS: 

Foreign Aid as a Proportion of GDP 

Year Foreign  Aid As proportion of GDP 
. (NZ$'000) 0/o (Current Prices) 

1 982 

1 983 

1 984 

1 985 

1 986 

1 987 

1 2 ,654.0 

1 3,51 4.0 

1 4 ,878.0 

1 8,435.0 

1 7,404.3 

1 5,696.3 

39. 1 

37.8 

33.9 

35.0 

27.2 

21 .0 

Source: Second Deve lopment Plan (1 988-1 992) , Ministry of Plann ing and 
Economic Development, Cook Islands Government 1 988. 
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New Zealand's official deve lopment assistance programme is managed by the 

Development Assistance Division (DAD) of the Ministry of External Relations 

and Trade. I n  1 988, the total disbursement of official development assistance 

( 1 40 ,436 m i l l i o n )  was e st i m ated at 0 .27 per  cent of New Zealand's gross 

n ational product. Project assistance forms the bu lk of New Zealand's bilateral 

cooperation. 

New Zealand provided development assist ance for 1 6  projects in the Cook 

Islands in 1 989/90. {Table 4.6)  

The Cook Is lands Economy has been included in a proposed model for South 

Pacific Is lands economies  identified as a " M I RAB" economy or society with 

u n ique characteri stics (Watt e rs ,  1 987 p32) .  The term M I RAB stands for 

m i g rat i o n , r e m i t tance s , ove rse as a i d , an9  bureaucracy. These four  

characteri stics i nte ract to  p rovide a bett e r  u nderstandi ng of several South 

Pacific societies (others i nclude Niue,  Tokelau,  Ki ribati , and Tuvalu). 

The mig rat i on  of Cook I s landers to m et ropo l i tan countri es (mai n ly New 

Zealand and Australia) has resu lted i n  over  half the Cook Islands population 

resident overseas. This leads to remittances being sent back to fami lies in the 

C o o k  I s land s  i n  o rder t o  p e rpetuat e  k i n s h i p  t ies .  I n  addition  to these 

characteristics is the dependence of the Cook lsl�nds on overseas aid ,  most ly 

fro m New Zealand ,  but w i th  i ncreasi ng  s o u rce d ive rsificati on .  The last 

component of a N IRAB society i s  the bureaucracy. The public service i n  the 

Cook islands (as well as other South Pacific countries including New Zealandt 

shows many s ig n s  of s e rv i n g  i tse l f ,  as we l l  as develop i ng vari ous  new 

characteristics and function s" (Ibid. ,  p.43). 
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Although these factors sti l l  apply, the Cook Islands economy is changing.  For 

i nstance , remittances from overseas actually decreased i n  1 984 but have more 

o r  l ess rem a i n ed at a c o n stant level si nce. I n  addi ti o n ,  dependence on 

overseas aid i s  decreasi n g  and stimu lation of  the economy through tourism 

development (and other related services) and offshore banki ng is i ncreasing. 

·�n like the other  countries  i nc luded in this M IRAB mode l ,  economic growth 

from sources other  than a id  and remittances i n  the Cook I slands has been 

significant i n  the 1 980s. 

Between 1 98 2  and 1 986 , t he  Cook Islands economy g rew in realt erms by 

more than 3 6  per cent, equivalent to an average annual g rowth rate of about 8 

pe r  cent. · Wi th  th is  eco n om i c  g rowth and a popu lat ion which is  declin ing 

steadi ly at m o re than 1 per  cent per year (mostly through o ut-migration) , per 

capita GDP i ncreased o n  average by more than 9 per  cent per year (Cook 

Is lands Statistics Office and  Asian Deve lopment Bank, 1 990 p.1  0) .  For the 

period 1 982 to 1 986 , the economic sector which contributed most to the annual 

g rowth of t h e  g ross domest ic p roduct (GDP) i n  real terms was the services 

sector. O n  ave rage ,  the s ervices sector accou nted fo r the bu lk  of annual 

change of G D P  -- - on average  about 5.8 per cent o f  the total 8 .2 per cent 

average ann ua l  growth of G D P  ( Ibid. , p. 1 1  ) .  The wholesale and retail trade, 

restau rants a n d  hotels acc o unted for 1 .4 pe r  cent  o f  the average annual 

g rowth of G DP ,  reflecti ng a strong growth i n  tourist-related activities. Other 

sub-secto rs c ontributing to th i s  growth were publ ic sector employment and 

offshore banking services .  The Asian Development Bank sponsored report 

remarked that :  

The p ro spects fo r c o n t i nued strength in  the Cook I s lands economy 

appeared to l ie most stro ngly with the tourism sector, with its extensive 

government support, very active promotion ,  and the continued upgrading 

of tou rist faci lities (Coo k  I slands Statistics Office and Asian Development 

Bank, 1 990 p . 1 2). 
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The Cook I slands economy i s  dominated by the tourism industry. Rarotonga 

(the largest island) has developed from a basical ly agricultural economy i n  the 

1 960s to a tou rism e co no my i n  the 1 970s and 1 980s. Since the late 1 970s 

tourism has g rown to beco m e  the leading sector  of the economy i n  terms of 

employment and fore ig n  e xchange earn ing s. Tourist arrivals have shown a 

growth from less than  1 0 ,000 in  1 976, to over 32 ,000 i n  1 987. (Table 4.9) 

Over the same period ,  t he  supply of tourist accommodation has g rown from 

1 08 rooms to 649 rooms .  {Table 4.9) Reven ues generated by tourism have 

grown from $24. 4  m i l l i o n i n  1 9 85 to $29 .7 m i l l i o n  i n  1 988 .  (Tab le  4 . 1 0) 

Tourism i s  the  p ri n ci pal  f o rce fo r eco n o mi c  g rowth i n  the Coo k  I s lands 

economy. lt is  also the larg e st export industry, and provides more e mploymert 

opportunit i es  than  any  o t h e r  si ng le i ndustry .  Though l inkage e ffects are 

moderate , the i mpact of tourism can be realised by the emergence o f  private 

enterprises and other  related activities which rely to a large extent o n  tourism. 
\ (Government of the Cook I slands, 1 988). 

Govern m e nt 's  ma i n ro l e  i n  touri sm deve lopment has been to p romote 

investment opportun itie s  i n  the private sector. Efforts· to capture the tourist 

do l lar  we re co nce n t rat e d  o n  the  exp a n s i o n  of  local  food p ro d u ct ion ,  

developme nt o f  quality handi crafts, and the promotion o f  cultural entertai nment 

groups. Local participatio n  i n  motel ownership is also encouraged. ( I bid. )  

The economic realities of  the Cook Islands i ndicate that there is a very l imited 

range of d evelopm e nt o pt io n s  avai lab le .  G iven the constraints o f  a sman 

isolated economy, there is  a n eed to diversify economic development. 
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TABLE 4.9 
TOURIST ARRIVALS AND TOU RIST ACCOMMODATION 

IN THE COOK ISLANDS 1 976-1 987 

YEAR '000 % CHANGE OVE R  NO. OF TOURIST %CHANGE OVER 
TOURIST PREVIOUS YEAR ACCOMMODATION PREVIOUS 

ARRIVALS ROOMS YEAR 

1 976 9.9 
1 977 1 4.6  
1 978 1 7.0 
1 979 1 9.7 
1 980 21 . 1  
1 981 1 8. 6  
1 982 1 7.5 
1 983 1 9.8  
1 984 25.6 
1 985 28.8 
1 986 31 .2 
1 987 32. 1  

Average annual % 
change 1 976-1 987 

8.6 
47.3 
1 6.6 
1 6.0 

6.7 
-1 1 .7 

-6.2 
1 3.4 
29.2 
1 2.5 

8.6 
2.8 

1 1 .3 

Source: Cook Islands Tourist Authority 

TABLE 4.1 0 
COOK ISLANDS: 

1 08 
21 1 
262 
309 
331 
343 
349 
354 
41 3 
490 
546 
649 

Projected VIsitor Arrivals, Tourist Receipts 

YEAR 

1 985 
1 986 
1 987 
1 988 
1 989 
1 990 
1 991 
1 992 

Visitors 
(OOO's) 

28.8 actual 
31 .2  actual 
32. 1  actual 

35.3 
38.8 
42.6 
46.8 
51 .5 

Source:Cook Is lands Tourist Authority 

4.8 
95.4 
24.2 
1 7.9 
7. 1 
3.6 
1 .7 
1 .4 
1 6.7 
1 8.6 
1 1 .4 
1 8.9 

. 17.7 

Receipts 
(OOO's) 

24.4 
26.5 
27.2 
29.7 
32.9 
36.2 
39.7 
43.6 
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Therefore, service-based i ndustries such as tourism, tax-havens and off-shore 

banking faci l ities .  and the expansion of the retail and wholesale trade sector. 

• have provid ed n e w  opportu nit ies fo r economic development for the Cook 

Islands. 

Off-shore banking  faci lities were established in  the Cook Islands in  1 981 . The 
legislation (Offshore Banking Act 1 981 ) enabled the Cook Islands to establish 

itself as an international financial centre. The Act is administered by the Cook 
Islands Monetary Board and provides for the establishment and reg ulation of 
off-shore banking in  the Cook Islands. Foreign banks operating u nder the Ad 

do not pay i ncome o r  other  taxes earned o n  their international transactions. 

These t ra n s a ct i o n s  m ay i nc l ude bo rrowi n g  a n d  l e nd i n g  act ivit i es  i n  

international markets .  taking advantage of t ime zone differences and foreign 

exchange fluctuations. They may also include the management of trusts and 

ho lding com pan ies ,  and act ing as inte rmediaries fo r loans made between 

countries. 

Si mi lar arra ng e m e nts  have been  made i n  respect of foreig n i nsu ra nce 

companies u nder  the Off-shore Insurance Act 1 981 /82. 

Tax haven faci lities  have also been developed in additio n  to off-shore banking. 

An Internatio nal Companies Act was passed in early 1 982 allowin g  for the 

establishme nt and regulation of  off-shore international companies. 

Companies regi ste red u nder this act do not pay taxes but are not e ntitled to 

establish an office o r  permanent presence in the country. They are e ntitled to · 

act through a Trust Company, established under the Trustee 

Companies Act 1 982.  Any company with ownership in New Zealand or the 

Cook Islands is n ot permitted to register under this Act. 
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Revenue to government from off-shore banking fees and licences has g rown to 

$1 .4 mil l ion in  1 987, and it is expected that revenues wi ll increase substantially 

in the future. However, competition from other  recently establ ished o ff-shore 

banki ng centres (for example,  Western Samoa), and legislatio n  passed by the 

New Zealand and Austra l ian governments restricting the use of  o ff-shore 

banki ng faci lities  by New Zealand and Aust ralian companies  may lead to a 

slowing down of these activities. 

The re are now five Trust Companies in operation in  the Cook Is lands and to 

date there are 1 ,600  i nternational companies reg istered .  Th i s  figu re was 

expected to exceed 2,000 by 1 990 . 

. Agricu lture also provides exports of fruits and vegetables to New Zealand, 

supplemented by some l ight manufactu red cloth ing exports , cop ra and pearl 

shel l .  Total exports amounted to ove r $7.9 mil lion in 1 988. 

Cook Islanders are citizens of New Zealand and can free ly mig rate there for 

e mployment and educatio n .  Conseque ntly , over 31 ,000 Cook Islanders, 

m aki ng u p  ove r 25 per  ce nt of the Pacif ic I s land ·pop-u l at i o n  n o w  J ive 

permanently i n  New Zealand,  p rovidi ng a stro ng syste m of  ki nsh i p  with 

re latives i n  the is lands. Many of these Cook Islanders remit money back to 

relatives, thus providing an important source of income. These remittances 

have always been substantial and have shown an increase from $1 .9 mil l ion in 

1 983 to over $2.5 mil l ion in 1 986. (Table 4. 1 1 )  



TABLE 4.1 1 

1983 

1 984 

1 985 
1986 

1 2 7  

COOK ISLANDS: 
Money Order Transactions (NZ$'000) 

Indicating Overseas Remittances 

1 ,955 

1 ,784 

1 ,905 
2 ,553 

Source : Second Development Plan (1 988-1 992) , Ministry of Planni ng and 
Economic Development, Cook Islands Government ,  1 988. 
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Another important source of revenue and foreign exchange is bi lateral fishing 

ag reements.  This amounted to $824,576 for the period 1 983 to 1 987.  In 

addition , the export of mother  of pearl shel ls for the pe riod 1 976- 1 987 was 

valued at $3. 5  mil l ion.  (Ibid.) 

Imports from New Zealand (the Cook Islands main tradi ng partner and market) 

in 1 987 total led close to $28 mi l l ion , while exports to New Zealand totalled $7.5 

mil lion in the same year. (Ministry of External Relations and Trade, 1 988) The 

country had a t rade deficit of over $51 mi l lion by 1 989. (Table 4 . 1 2) 

National i ncom e  l eve ls  a re h igh by deve loping country standards.  G ro ss 

domestic p roduct (GDP) at cu rrent prices g rew from $32 .3 mi l l ion i n  1 982 to 

$63.9 mi l l i o n i n ·  1 986·, and was esti m ated at over $74. 8 mi l l ion  i ri  1 987.  

(Commonwealth Secretarial, 1 989) 

Tax revenues total led $1 3.46 mil l ion in 1 987, and were esti mated to be $1 7 .52 

m i l l i on  i n  1 9 88.  This i nc ludes reve nues from i ncom e  tax , company t ax ,  

turnover tax ( a  consumer  tax establ ished in 1 981 , now set at 1 0  per  cent) , 

welfare tax , stamp duty and TAB tax. (Table 4. 1 3) Another i mportant source of 

finance, customs revenues, total led $5.35 mil l ion i n  1 986. (Table 4.1 4) 

Si nce 1 983 the  construct ion industry has g rown from less than $2 mi l l ion in 

1 983 to just u nder  $8 mil l ion in  1 986. (Figure 4. 1 )  The largest g rowth was in 

1 986, whe n the  construction industry was stimulated by a large increase in 

commercial p roperty investment, i ncreasing from $1 .42 mi l l ion in 1 985 to $6.24 

mil l ion. Thi s  rep resents an ihcrease of over 300 per cent. The two years 1 985 

and 1 987 were significant for the construction industry , in  that it was the f irst 

time that commercial property construction exceeded the value of residential 

construction. 
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TAB LE 4.1 2 
COOK ISLANDS: 

Foreig n  Trade Deficit DP 2 Period {NZ$'000) 

1 988 1 989 1 990 1 991 1 992 

I mports 56,491 60,324 64,1 57 67,990 71 ,824 

Exports 7,971 8 ,557 9 , 1 44 9,730 1 0 ,31 4 

Deficit 48,520 51 ,767 55,01 3 58,260 61 ,51 3 

Sou rce: Cook Islands Government, 1 988. 



TABLE 4.1 3 

1 983 

Income Tax 2966.9  

Company Tax 394 

Turnover Tax 20 1 3.6 

Welfare Tax 

Stamp Duty 45.8 

Tab Tax .9  

5421 .2 

NOTES 

1 978 T0 1980 -

1 981 
1 983 

1 985 

1 987 

1 988 

1 3 0 

COOK ISLANDS: 
Tax Revenues 

1 978 • 1 983 (31 March) 
(NZ'OOO) 

1 984 1 985 

3405.8 3940.9 

495.2 41 9 

21 98.5 2582. 9  

425.6 

7.6 1 2.2  

.2 4.9 

61 07.3 7385.5 

1 986 

4686.1  

570. 1 

3338.5 

1 335.9 

31 .4 

3.7 

9965 .7 

Est 
1 987 1 988 

71 58. 1 9 1 50 

844.5 750 

3552.8 5729.9 

1 879.2 1 806 

23.5 20 

7.9 70 

1 3466 1 7525.9 

C ompany Tax i ncl uded in I ncome Tax - A 25% tax 
su rcharg e  was imposed on 1 978 Tax rates and this 
boosted col lection in 1 978, 1 979 and to a lesser extent 
1 980. 
Turnover Tax (4%) i ntroduced from 1 .9 . 1 980. 
Stamp Duty Revenue  boosted by sate of a substantial 
business. 
Welfare Tax (2%) i ntroduced from 1 . 1 0. 1 984 in addition 
to tu rnover tax. Pe rso nal income tax rates reduced 
simultaneously. 
I ncome Tax Reven u e  boosted by $ .806m col lection 
from non-recurring source. 
I nc o m e  Tax R ev e n u e  est imated boosted by $3m . 
Col lection from non-recurring source Income Tax Rates 
reduced f rom 1 . 1 0 . 1 987.  Turnover and Welfare Tax 
co m b i n ed 1 . 4 . 1 9 8 5 .  Rate i ncreased to 1 0% from 
1 . 1 0 . 1 987. . 

Source: Cook Islands Government, 1 988. 
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COOK ISLANDS: 
Custom Revenue 

1 978 · 1986 
(NZ'OOO) 

1 981 1 982 1983 1 984 

Import Duty 587.5 570.4 589.4 928 . 1  

Import Levy 2 , 1 1 1 .9 2,032 . 1  2,1 88. 1  2 ,562.6 

Mise Sales 
(forms etc) · .3 3.5 2.9 2 .9 

Fees 
(warehouse) 1 1 .5 2.6 1 .3 .7  

Used Tax 55.3 69. 1 89. 1 93. 1 

Private Imports 
Tax 
Overtime  1 8.6 3 1 .6 8.9 1 8.9 

*Overseas 
exchange Fees  45.7 1 .8 

*The collection of this fee was transferred to TL T 

1 985 1 986 

945.1  1 ,327.9 
3,000.9 3,937.6 

1 0.3 2.8 

1 .9 7.4 
32.3 

1 0.3 23.1 
31 .9 53.9 

(1 ) A special account was created for duty/levy payable on  Laurel Motor 
cars in finacial year e nding March 1 986 and not i ncluded in above figure. 
Total amount $450,800 

(2) Use  Tax was i ntroduced during 1 980/8 1 f inancial year and this was 
repeated and replaced by the Private Imports Tax Act 1 984 

Source: Cook Islands Government, 1 988. 
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This can b e  att ributed i n  large part to the g rowth of the fi nancial and tou rism 

industries in the Cook Is lands over the last decade. These industries have 

contributed significantly to the expansion of the commercial sector and wi ll 

continue to play a major role in the deve lopment of the com mercial sector in 

future. 

lt is clear from this review of the Cook Islands economy that although the Cook 

Islands are  depe ndent o n  fo reig n aid , the  g overnment has reduced this 

,, dependency from 39 per cent in 1 982 to 21  per cent in 1 987. This has been 

possible by promoti ng economic g rowth in the  tourism,  o ff-shore banki ng, 

marine resources;  agriculture, and trade s.�ctors of the economy. As a result, 

revenues f rom i nco me and tu rnove r taxes and custom s  revenues have 

increased. However, in the future, foreign aid will continue to play a significant 

role in the Cook I slands deve lopment process,  bearing i n  mind inflationary 

factors in  a g rowing economy heavily reliant on  imports. Despite i ncreases in 

domestic sou rces o f  i ncome , mainly generated through taxes and customs 

revenues, there is a _need for an increase in the level of fo reign aid sought to 

maintain its continual contribution at betwee n  21 .4 per cent to 23.2 per cent of 

GDP. Total foreign aid is estimated at $1 8.6 mi l lion i n  1 988, and is expected 

to grow to approximately $37 million in 1 992.  (Table 4. 1 7) 
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TABLE 4.1 7 

1 988 

1 989 

1 990 

1 991 

1 992 

Source: 

COOK ISLANDS: 
Financing of the Economy Current Prices (NZ$'000) 

GNP Local Foreign Aid Dev' Fi. Ratio 

8681 3.28 22572.0 1 86 1 5 .8 47.4 

1 00963.85 2441 5.0 22078.3 46.0 

1 1 7420.96 28238.0 261 84.9 46.3 

1 36560.57 3261 6.0 31 055.3 46.6 

1 5881 9.95 37671 .0 36831 .6 46.9  

Second Development Plan ( 1 988-1 992) ,  Ministry of Plann ing & 
Economic Development, Cook Islands Government, 1 988. 
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DEVELOPMENT OF THE COOK ISLANDS 

TOURISM INDUSTRY 

This chapter presents a review of the development of the Cook Islands tourism 

i nd u st ry .  I m p o rtan t  i s s u e s  that are c o n s i d e re d  h e re are t h e  ro le  of 

government ,  tourism d eve lopment plans and strateg ies ,  visitor arrivals and 

marketi n g ,  a ir  service , t he  Cook Islands accom modation i ndustry ,  tourism 

employment, and tou rism education and trai ning .  

A Tourism Development and the Role of G overnment 

Tou rism is  now the  m o st impo rtant sector  i n  t h e  Cook Is lands economy, 

surpassing agricu ltural p roduction, with earn ings of $27.2 mi i l ion in 1 987. The 

second biggest i ndustry i n  the Cook Islands is offshore banking with revenues 

to the Cook Islands of over $1 . 1 4  mi l l ion in 1 987. 

Tou r i sm i s ,  howe v e r ,  a re lat ive ly  yo u n g  i n d u st ry .  U nt i l  t h e  1 970s ,  

transportation  to t he  is lands was by sea on ly and  was slow and u nre liable. 

Ocean cru ises were the o nly form of tou rism,  with cru ise ships anchoring off 

Rarotonga. The harbou r  and port faci lities were inadequate for larg e  ships to 

berth in the harbour. Cook Is lands cultu ral g roups and business people wou ld 

travel by small boat to meet the cruise ships offshore and entertai n and trade 

with tourists for 4 to 5 hours ,  once a month . Although the tourists d id not go 

ashore , i ncome from these short visits sti l l  made a sig nifi cant contribution to 

the economy. 
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lt was n ot u nti l the· Rarotonga I nternational Ai rport (fi nanced and bui lt by the 

New Zealand governme nt) was opened in 1 974 that the Cook Islands began to 

seriously d eve lop tour ism. The fi rst and on ly major i nte rnati o n al standard 

_ hotel, the  Rarotongan was opened i n  1 977. The o rig inal share ho ld ing i n  the 

Resort was split three ways with Air New Zealand owni ng o n e  th i rd ,  the Cook 

Is lands G overnment own ing o ne th i rd ,  and the  New Zea land  Gove rnment 

(through the Tourist Hotel Corporation or  THC) owning one th i rd .  

The THC also operated the  hotel for the  first ten years. By 1 980 ,  both Air New 

Zealand and THC had sold thei r shares to the Cook Islands Governme nt, who 

sold one th i rd. to several tour operators -- three wholesalers fro m  New Zealand 

and one from Cal ifornia. 

The pattern of touri sm deve lopment in the Cook Is lands i ndicates  that most 

tou ri st acco m m odati o n  and activit i es  a re fou nd on Rarotonga ,  with some 

deve l op m e nt i n  A i tutaki , and l i m i ted  d eve lopment on Ati u ,  Mauke and 

Mangaia.  There is no accommodatio n  development in the Northern Group ,  no 

scheduled air service , and transportation  is i nadequate for tou ri sts. However, 

Governm ent has adopted a po licy of wider distribution of tourism development 

and benefi ts to the islands beyond Rarotonga. 

The  C o o k  I s l ands  G overn m e nt h as take n a n  acti v e  ro l e  i n  t o u r i s m  

development s ince the 1 970s . The g overnment initiated the  deve lopment of 

the tou rist i ndustry i n  the Cook Islands with the passi ng of the Tourist Authority 

Act in  1 968 (amended i n  1 976 and 1 989). The main objective i s  "to e ncourage 

the deve lopment of and administer the tourist industry". · This Act establ ished 

the Cook Is lands Tourist Authority (CITA} , which is administered by the Tourist 

Authority Board ,  whose members are appoi nted by the Ministe r of Tourism. 
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The functions of CITA (as· amended by the Tourist Authority Amendment Act of 

1 989) are : 

To promote and e ncourage the tourist i ndustry i n  the Cook Islands and to 

promote  and i ncrease tou rist and other traffic from overseas and within 

the Cook Islands ;  

To p ro m ote  t h e  e stab l i s h m e nt o f  h o t e l s  a n d  a l l  o t h e r  forms of  

accommodatio n  for  tou rist and public purposes; 

To provide services and amenities for tou ri sts and the  pub l ic and to 

promote such service and amenities; 

- · To reg ulate and contro l  the use and developme nt of scenic attractions 

and recreational faci lities i n  the Cook Islands; 

- · To hold such i nqu i ri es and gather such i nformation as wi l l  enable it to 

determi ne the requirements of tourists and publ ic as to the provision of 

services of all kinds and other amenities on pre mises l icensed pursuant 

to this Act ;  

To conduct e nquiries i nto any matters at the request or  with the approval 

of the M inister and to make recommendations to the  Minister i n  respect 

thereof (Cook Islands Government, 1 968). 

The  o ri g i n a l  Act i n cl u d e d  l i ce n s i n g ,  reg u lat i o n  a n d  cont ro l  of hote ls ,  

accommodation premises , restaurants and tourist and publ ic accommodation 

of a l l  ki nds , but t h i s  fu n ct ion was removed by t h e  1 989 A m e n dment. A 

se parate G e n e ra l  L ice n s i ng Autho rity i s  be i n g  estab l i s h e d  to  d eal with 

l ice nsi ng of p rem ises  and deve lopment of standards for accommodation, 

restaurants, and transportation .  

The Second Development Plan ( 1 988-1 992) of the Cook Islands Government 

sum marises tourism developme nt objectives in the fol lowing pol icy statement: 
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Touri s m  shaH  conti n u e  to be developed at a mode rate rate and  i n  

keep i ng  with the o bject ives of contro l led and balanced tou ri sm ,  to 

o pt i m i s e  t h e  l oca l  eco n o mic  benefits and e n s u re its wid e sp re ad 

distributio n  with in the society and among the islands, whi le also e nsuring 

the conservation of the natural environment and enhancing it. The Cook 

Islands' cu lture and t raditions wi l l  be maintai ned and reinfo rced (Cook 

Islands Government ,  1 988, p.33). 

The objectives of tourism development during this period are : 

to . ach i ev e  an  a n n u al g rowth rate of between 1 0  to 1 5  per  cent per 

annum ;  

to  expand tou rist faci l it ies i n  l ine with t he  g rowth in  visitor arrivals and 

changes i n  tou rist p references ; 

to maxi m i se  local part ic i pat ion i n  the tourist industry as a m eans of 

spreading the benefits of tourism ; 

to minimise the leakages to imports from i ncome derived from the tourist 

industry ,  by sti mu lati ng the i nvolveme nt of Cook Islande rs i n  produci ng 

import substitutes ;  

to maintain and i mprove ou r physical and cu ltural envi ronment through 

the restoration of h istorical sites and beautification programmes;  

to participate i n  joi nt reg ional efforts to promote tourism; and 

to identify and assess the tourism potential (and aspi rations) of the outer 

islands ( Ibid.  p.34) . 

The 1 968 Act also establ ished the trading arm of C ITA - the Rapae Motel on 

· Aitutaki and t h e  Banana Court Night Club in  Rarotonga, both gove rnment 

owned. C ITA a lso  earn ed revenues from p rofits made by the two t rading 

operatio n s  a n d  l ice nce fee s  on accommodat ion and restau rant faci l it ies. 

However, these t radi ng operations were also removed from C ITA in 1 989. 
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The costs of tourism to the Cook Islands Government i nclude the annual g rant 

to CITA (which totalled $81 9 ,200 i n  1 988/89, but which started out at a modest 

$80,000 i n  1 976/77) , t he  costs of the two trad ing o perations ,  and general 

i nfrastructure costs (Table 5 . 1  ). I n  comparison ,  Government spent nearly 6. 7 

per cent ($740,900) of its total development budget o n  agriculture i n  1 987/88, 

and on ly �3 per cent o n  tou ris m  ($29 ,700) in the same year. The tourism 

budget for 1 989/1 990 is estimated at $1 , 1 04,700 (Table 5.2 and 5.3). 

Tourism costs to government also i nclude general i nfrastructure deve lopment, . 
i ncludi ng water,  transp o rt ,  roads ,  telecommu nications ,  power and sewage. 

Most of the  cost o f  i mp rovi ng these services has b e e n  covered through  

budgetary assistance from New Zealand , but i t  is clear that although tourism 

benefits from these d e ve lop m e nts , the is land commun ity as a who le also 

benefits. lt is  fortunate  that these major costs are covered by external aid, 

which means that Government does not have to raise the money through local 

taxes. 

The Government receives revenues from tourism i n  the form of taxes levied on 

the tou rist sector, the suppl iers ,  and the tourists themselves. Tourism provides 

tax revenues through departure and accommodatio n  taxes which are di rect 

taxes, but what is often overlooked are the i ndi rect tax revenues. 

A survey of the Cook I s lands g overnment revenue from taxes estimated that 

approximately "20 percent of total Government taxatio n  revenue is  generated 

e ither di rect ly o r  i ndi rect ly by the  tourist i ndustry" (M i l ne ,  1 985,  p.73) . I n  

additi o n ,  "approx imat e ly 20  pe r  cent of  revenue from duties and levies is 

obtained di rectly or indi rectly through tourism" ( lbid, p .73) 

An analysis of the g o ve rn m e nt reve nue generatio n  mu lt ip l ier in the Cook 

Is lands indicated that the average hotel guest generates approximately $32 of 

government revenue p e r  day ,  whi le the average motel guest generates $1 7 

per day (I bid) 

Like most other small countries and states, the Cook Islands is l inked with the 

i nternational tourist system ,  and the i ndustry has features which are important 

to the i ndustry but which l ie beyond its control .  Three of these main features 

are :  
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TABLE 5.1 COOK ISLANDS TOURIST AUTHORITY 
SUMMARY OF ESTIMATES 

1 984/85 1 985/86 1 986/87 1 987/88 1 988/89 

EXPENDITUR E  

Administrat ion  93 ,500 88,000 1 30,339 1 55 ,200 1 50 ,200 

Marketing  351 ,300 374,900 495,793 691 ,500 71 ,600 

Public 
Relations 1 4,500 1 5,900 21 ,255 39 ,000 41 ,700 

Development/ 
Train ing 34 , 1 00 38,800 51 ,694 77,400 93,600 

TOTAL 493,400 51 7,600 699,001 963, 1 00 957, 1 00 

REVENUE 

License fee s  900 3 , 1 00 3,840 3,700 1 ,400 

Sundry 2 ,500 

Government 

Grant 433, 700 454,40 630 , 1 1 1  862,200 8 1 9 ,200 

TOTAL 437, 1 00 457,500 633,951 865,900 . 820,600 

SOURCE: Cook Is lands Tourist Authority, 1 988. 
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Table 5.2: COOK ISLANDS D EVELOPMENT BUDGET (NZ$'000) 

CATEGORY 1 984/85 1 985/86 1 986/87 1 987/88 

Agriculture 1 ,762 .7  2,034.7 3,041 .0  740.9 

Marine  Resource 1 1 6 .8 1 55.5 630 .5  1 1 4 .5 

Trade & I ndustry 2 ,398 .3 3 , 1 66.4 3,422.2 2 ,704.5 

Monetary 
Operations•• 792 .0  1 ,863.3 7 1 6 .0  

Water Supp ly 
Sewage**** 636 .6  544.0 629. 1  1 9 1 .0 

Energy 1 66 . 1  435.1  692.0 2 .0  

Post & Te lecom 357 .5  576.0 523.7 

Housing 

Education  1 ,442 .9  1 ,484.9 1 ,674.3 855.2 

Health 1 0 1 .0 1 97 . 1  880.3 452.2 

Admin istrat ion  2 ,043 .0  2 , 1 47.0 2 ,847.0 2 , 008.2 

Community & 
Welfare 1 7 1 . 7 421 .4 534.6 1 2.6 

Tourism 433. 6  454.0 452.5  29.7 

Others 989 .6  480 .2 441 .0  3 ,934.8 

TOTAL 1 1 ,39 1 . 8  1 3 ,959.6 1 6 ,884.2  1 1 ,075.6 

• I nclude s  T&l ,  and Transport 
* *  U nder  headi ng of  "F inance in  Budget Publ icat i o n  
* * *  Less sewage & Drai nage 

Sou rce : Cook Is lands Government ,  1 988. 
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Table 5.3 : DISTRI BUTION OF D EVELOPMENT BUDGET 

SECTOR 1 984/85 1 985/86 1 986/87 1 987/88 

Agriculture 1 5. 5  1 4.6 1 8. 0  6 .7  

Marine Resources 1 .0 1 . 1 3 .7 1 .0 

Trade & I ndustry 2 1 . 1  22.7 20.3 24.4 

Monetary Option  7 .0  1 3.4  4 .2 

Water Supply 
Sewage 5 . 6  3.9 3.7 1 .7 

Energy 1 .5 3 . 1  4. 1 .3  

Post & Telecom 3 . 1  4.1  3 . 1  

Housing 

Education  1 2 .5  1 0 .6  9 .9  7.7 

Health . 9  1 . 4 5 .2 4 . 1 

Administrat ion 1 7. 9  1 5.4 1 6 .9  1 8. 1  

Community & Welfare 
Youth,  Sport 
& Culture 1 . 5 3.0 3.2 . 1  

Tourism 3 . 8 3 .3 5 . 1  .3  

Others 8 . 7  3 .4 2 .6 35 .5 

TOTAL 1 00 1 00 1 00 1 00 

*Less than 0 . 1  percentage point 
* * I nconsistencies in totals due to rounding 

SOURCE: Cook Is lands G overnment ,  1 988. 
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1 .  marketing  of the Cook Islands as a tourist desti nation ;  

2.  ove rseas t ransportation  companies, especially ai rli nes,  to carry visitors to 

the is lands;  and 

3. t h e  e co no m ic  cond it i ons  in the count ri e s  wh ich  p rov id e  the tou ri sts 

(source markets) .  

One s tudy  co nc luded t hat "the N ew Zealand Gove rn m e nt , a lon g  with New 

Zealand  base d  corp o rati o n s  and e nterpri ses ,  h ave basic contro l  over the 

viab i l i ty  o f  t h e  Cook  I s lands  i ndustry" (M i l n e ,  1 985 ,  p . 1 8 0 ) .  Fu rthe r, the 

researche r  stated t h at to  a large deg ree the de m and and supply of tou rism 

services e manates f ro m  N ew Zealand , and the type of product sold is  large ly 

determ i ned by N ew Zealand based corporations.  " I n  reality , the histo rical t ies 

which have led to an economic dependence upon N ew Zealand ,  are not be ing 

broken ,  b ut i n stead are foste red by the growth of tou rism" (Mi l n e ,  1 985 , p . 80) . 

I n  add i ti o n ,  t h e  Cook  Is l ands has a u n ique re lati o nsh ip  wi th N ew Zea land 

thro u g h  h i sto r ical  t i es .  The New Zealand Gove r n me nt p rov ides the majo r  

source of  fi nancial  aid t o  the Cook Islands ; Cook I s landers are citizens of New 

Zealand and  can m ig rate there for  employment  and educat ion .  Many Cook 

Islande rs n ow l ive pe rmanently i n  New Zealand, provid ing a strong syste m of 

ki nsh ip .  T h e s e  Cook I s landers re mit money back to re latives  in  the  Cook 

Islands, t hus  p rovid ing an important source o f  income. The Cook Is lands also 

share a com m o n  cu rrency with New Zealand. 

Ai r N ew Zealand has a vi rtual monopoly ove r the Cook Is lands ai r secto r and 

contro ls the  most profitable  services between New Zealand and Rarotonga. I n  

addi ti on , t h e  market i ng  and promotion of the Cook Is lands i s  contro l led by a 

smal l  g ro u p  of  N ew Zealand based tour  wholesale rs and Ai r New Zealand. 
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N ew Zealand f isca·l p o l icy (especia l ly t h e  i nt e r n at io nal  valu e  o f  t h e  N ew 

Zealand do l lar) h as an i mportant i mpact o n  t he  p romoti on of  Cook Is lands 

tourism.  

B Tourism Devel opment Plans and Strategies 

Several deve lopment p lans and strategies for the  tou rist i ndustry i n  the Cook 

Islands have been produced ove r the last 25 years .  The earl iest plan (Cook, 

1 969) made an assessm e nt of tourism's i mpact on the Cook Island economy. 

I n  1 970 ,  E nv i ro n m e nta l  R e search Ltd was co m missioned to  a na lyse the 

tourism potent ia l  of  the Cook ls lands.l A p re li mi nary market survey of  Cook 
� 

Is land tourism was com pleted (Le Fevre , 1 974) and the f irst analysis of tourism 

employment and social i mpact assessment was carried out i n  1 977 and 1 978 

(Pryor, 1 981 ) . 

Between  1 976 and 1 978 the  Gove rnment com missioned another study of the 

i ndustry ,  with the mai n  objective of i mprovi ng faci l i t ies and attract ions. 

T h e  f i rst Cook  I s l a n d s  D ev e l o p m e n t  P lan  ( 1 9 82 - 1 985 )  stat e d  t hat the  

objectives o f  tourism deve lopment were :  

to achieve an annual g rowth rate o f  2 0  per cent i n  the number  o f  vis itors 

to the Cook Is lands ;  

to expand touri st faci l i t ies i n  l i ne  w i th  the g rowth i n  visito r arrivals and 

changes i n  tou rist p references .  Th i s  i nc ludes encourag e m e nt fo r the  

development of tourist faci l it ies i n  the Outer I s lands; 

to maximise local participation  in  the tourist i ndustry as a means towards 

spreading the benefits f rom tourism ; 

1 .  T he rep o r t  w a s  c o mm i s s i o n e d  j o i n t l y by t he C o o k  I s l an d s  
Gove r nmen t ,  A i r  N e w  Z e a l a n d ,  C a mp b e l l  & E hr e n f r i e d  C o . L t d , 
F l e t cher C o n s t r u c t i o n  C o . L t d , a n d  t h e R . S  W i l s o n S y n d i c a t e . 
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to  m in i mise the leaki ng away i nto imports of  i ncome d e rived f rom the 

touri st i ndustry 't h rough sti mulat i ng the i nvo lvement of  Cook I slanders 

and th rough import substitution ;  

to maintain and improve ou r  physical and  cu ltu ral envi ro n ment  through 

the restoration  of h istorical sites and beautificat ion prog rammes ;  

to participate in  jo int regional efforts to promote tourism ; and 

to identify and assess the tourism potential (and aspi rat ions) of  the Outer 

Islands. 

Under the cultural objectives ,  the plan specifically states that the d evelopment 

of tourism wi l l  "exploit the opportunit ies offered to reki ndle and perpetuate our 

traditional ski l ls ,  arts and organisations." 

lt is c lear t hat t hese objectives do not diffe r s ig ni fi cantly f ro m  t h e  cu rre nt 

objectives as p resented i n  the Second Development P lan for the Cook Islands. 

A tourism deve lopment strategy for the Cook Islands was also commissioned 

by t h e  G o v e rn m e n t w h i c h  r e s u l t e d  in a j o i n t re p o rt U n i t e d  N at i o n s  

Deve lopme nt P rog ramme/World Tou rism Organi sati on  p re pared b y  Edward 

lnskeep ( 1 984) .  Another  recent analysis of the economic i mpact of tourism i n  

the  Cook Is lands was carried out by Simon M i l ne  i n  1 985.  

Tourist Expenditu re 

Gross tou ri s m  receipts for  the Cook Is lands have been  e sti mated at $26 . 5  

m i l l i o n  i n  1 98 6 ,  and $32 . 9  mi l l i o n  i n  1 989 .  T h i s  i ndicates  that tourism i s  

mak ing  a s u bstan t ia l  c o n t ri b ut i o n  to  t h e  n at i o n a l  e co no m y .  To u ri s m  

expenditu re i s  projected t o  reach $43 .6  mi l l ion by 1 992 (Table 5 .5 ) .  These are 

est imates based on  the 1 985 actual expenditu re of $85 a day (which was a 

conservative estimate) with no al lowances for i nflation (Mi l ne ,  1 985) . 
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Table 5.4: C o o k  I s l a n d s  T o u r i s t  A r r i v a l s  a n d  T o u r i s t 
Accommodation in  the Cook Islands 1 976 - 1 987 

YEAR '000 

1 976 
1 977 
1 978 
1 979 
1 980 
1 981  
1 982 
1 983 
1 984 
1 985 
1 986 
1 987 

TOURIST 

9.9 
1 4.6 
1 7. 0  
1 9 .7 
2 1 . 1  
1 8.6 
1 7. 5  
1 9 . 8  
25.6 
28.8 
3 1 .2  
32. 1 

Average annual % 
change 1 976 - 1 987 

%CHANGE OVER NO OF TOURIST % CHANGE OVER 
PREVIOUS YEAR ACCOMMODATION PREVIOUS 

8.6 
47.3 
1 6 .6 
1 6.0  

6 .7  
- 1 1 .7 

-6.2 
1 3.4 
29.2 
1 2.5 

8 .6  
2 .8  

1 1 .3 

ROOMS YEAR 

1 08 
2 1 1 
262 
309 
331 
343 
349 
354 
4 1 3 
490 
546 
649 

4 . 8  
9 5 . 4  
24.2 
1 7.9  

7 . 1 
3 .6  
1 . 7 
1 . 4 

1 6 . 7  
1 8 .6  
1 1 .4 
1 8 . 9  

1 7. 7  

SOURCE: Cook Is lands Tourist Authority , 1 988. 

Table 5.5: Cook Islands Projected Visitor Arrivals ,  Tourist Recei pts 

YEAR 

1 985 
1 986 
1 987 
1 988 
1 989 
1 990 
1 991  
1 992 

Visitors 
(COO's) 

28.8 actual 
31 . 2  actual 
32. 1 actual 

35 .3 
38.8 
42.6 
46 .8  
51 .5 

Source: Cook I s lands Tou rist Authority , 1 988. 

Receipts 
(OOO's) 

24.4 
26 . 5  
27.2 
29 .7 
32.9  
36 .2 
39.7 
43.6 . 
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By us ing the mu lt ip1 i e r  m ode l ,  Mi lne found that the ave rage tourist spent the i r  

money i n  such a way· t hat on ly 40 cents i n  every dol lar became local i ncome. 

M i l n e  e st i mated  t h at t h e  $ 1 6 m i l l i o n  i njected  i nto  t he  eco n o my by touri st 

spending i n  1 985 g e n e rated $6.9 mi l lion i n  l ocal i ncomes. Tou ri st expenditure 

also generated approximately 1 ,300 jobs with in t he  economy, with 650 of these 

with i n  the tou ri st s e cto r. H owever, t he  jobs cre ated were most ly u n ski l led, 

often part-time ,  and t h e  majority of these employees were Cook Is land women .  

As i n  1 979 , 8 0  p e r  c e nt of  non-Cook I s landers worki ng i n  t h e  tourist sector 

we re i n  manag e ria l  o r  s u p e rvisory positions  wh i l e  over 90 per  cent of  Cook 

Is land Maoris were non -managerial employees (P ryor, 1 981 ) .  

C. Visitor Arriva ls  

Over  2 1 ,000 visitors arrived i n  1 980,  but i n  1 981  on ly 1 7 ,464 arrived because 

of reduce d i n t e rnat i o n al ai r s e rv ices .  I n  1 9 83 t he  n u mb e r  i nc re ased to 

1 9 , 81 7 ,and i n  1 984 to 2 5 , 587. By 1 985 v is i tor  leve ls had reached almost 

29 ,000 and by 1 987,  v is ito r arrivals to the Cook Is lands total led 32 , 1 1 2  (Figu re 

5. 1 ) .  

New Zealanders m ak e  u p  most of the visito rs (45%) with Austral ians (1 1 %) , 

Canadians ( 1 3%) ,  A m e ricans (1 0%) , Europeans and others ( 1 2%) maki ng up 

the remainder  ( 1 9 83 F igu res) .  

Al thoug h the  Cook I s lands  Deve lopment P lan ( 1 982-85) p rojected a 20 per  

ce nt rate of  g rowth in  t ourist a rriva ls ,  expert s  d isag re ed .  O n e  consu ltant 

e st i mated that t h e  " d e si rab le and ach i evab le  ann ual g rowth rate of  tourist 

arrivals to the Cook I s lands duri ng the 1 980s i s  assumed to be betwee n  1 0-1 5 

per  cent or an averag e  o f  1 2 .5  per cent annual ly" ( l nskeep ,  1 984 p3) .  Actual 

arrival figu res  show t h e  lower g rowth rate to be more accurate.  
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If th is  g rowth rate conti nues ,  it could mean a doubl ing of touri st arrivals by the 

end of  the d ecade .  

These v is ito rs wi l l  most ly  b e  res idents of New Zealand (approx imately one 

t h i rd) , wi th A ustra l ia ,  Canada/U SA and Weste rn Europe account ing for the 

re m ai nd e r. T h e New Zea land  m arket i s  expected to  co n t i n u e  b e i ng an 

i m p o rtant  m arke t ,  a l t h o u g h  c lear ly i t  is decl i n i ng as a pe rce ntage of total 

arri va ls .  T h e  other  markets have a g reater g rowth  potentia l .  In particu lar, 

Aust ra l ia  a n d  N o rth  America can be actively p romoted to p rovide the major 

p ro p o rt i o n  of f ut u re to u ri s m  g rowt h ,  as long as adequate ai r services are 

avai lab le .  

The cu rre nt l e ng th  of stay of  v is i tors to the Cook I s lands is 7 days . The 

average tou ri st vi siti ng t h e  i slands spent approxi mately $78 per  day ,  with the 

ave rage hote l  g uest spending $1 04 while the ave rage mote l  g uest spent on ly 

$53 (M i l ne  1 985) .  

Those touri sts who stayed i n  hote ls spent the i r  money i n  establ ishments which 

te nded to h ave few l i n kages  with t he local econo my , and  we re owned by 

ove rs e as co nce rns .  H ote l  gu ests as a whole g e n e rated l ess i ncome and 

e mp loy m e n t  p e r  do l lar  spent t han motel guests who tended to spend the i r  

money i n  a wider  range  of smal ler, local ly owned establ i shments (M i lne  1 985) .  

Marketi ng 

The tou rism m arketing o bjectives for the Cook Is lands are to  facil itate g rowth 

and deve l o pm e nt of t h e  tour ism secto r ,  maxi mise e mploy m e nt and i nco me 

g e n e rat i o n ,  a n d  i ncre a s e  fore i g n  e xchang e earn i n g s ,  w h i l e  mai ntai n i ng 

t radit iona l  cu l tural va lues  and the  qual ity of the  envi ro n m e nt (Cook Is lands 

Tou rist Aut h o rity , 1 98 8 ) .  Based on  these obj ect ives ,  the  marketing plan for 

C ITA wi l l :  
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develop new potential markets i n  North America and Western Europe ; 

p l an fo r a b a l a n ce d  s e as o n a l  f l ow of v is i to rs d u ri ng t he  Southern 

hemisphere tro ug h  periods by i ncreasing the Northern hemisphere f low 

of visitors ;  

su stai n a n d  f u rt h e r  p e ne t rate the  i mpo rtant m ajo r markets o f  New 

Zealand and Australia ;  

improve the uti l isati on  rate and overal l  profitabi l ity of the tourism plant ; 

establ ish representatio n  o ff ices i n  North America and Western Europe ; 

increase the  leve l of  rep resentation  i n  the New Zealand market. 

To successfu l ly pos i t i o n  t h e  Cook  I s lands i n  t he  targ et market, its unique 

sel l ing poi nts need to  be p romoted. Some of  these are : 

a visitor expe ri ence based on  a relaxed l ifestyle ; 

exuberant folk danci ng and music ;  

generous, fun loving  sp i rit of friendly Cook Is landers; 

an unspoi lt e nvi ronment ;  

a variety o f  visitor accommodation .  

A rece nt s u rvey o f  v is i tors '  p e rcepti o ns of the Coo k  I s lands as a tou ris t  

destinatio n was conducted by t he  Market Research Office r o f  CITA (Gideon,  

1 989) .  The purpose of  the study was to determine tourists' perceptions of the 

Cook Is lands as a means of  measu ring the effectiveness of C ITA's advertis ing 

of the desti nation .  The survey dete rmi ned that visitors surveyed on departure 

enjoyed visiti ng the Cook I s lands because of the fol lowing attributes : 
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beautifu l natural scenery 

friendly i ndigenous people 

slow pace 

warm, sunny weather 

fo lk dancing 

beaches 

Th i rty-five p e r  cent of a l l  vi sitors were i nf lue nced by friends and relatives to 

v is i t  t h e  C o o k  I s lands  (t h u s  re i n fo rci ng  t h e  i m p o rtance of wo rd mouth 

advertisi ng ) ,  and 33 per cent were influenced by a t rave l  agent (especially the 

Europeans) . Visitor satisfaction was high, with 67 per cent i ndicat ing that they 

would visit agai n ,  while another 28 per cent stated they "might" retu rn .  

The tourism product mix for the Cook Islands has been identified as : 

beach resort hol idays 

fami ly ho l idays 

honeymoon travel 

veteran t rave l 

tou ring  and s ightsee ing trave l 

divi ng/snorke ling/fish ing and other water sports 

spo rts visits 

i ncentive g roups 

conferences/meeti ngs 

cu lture tours 

adventure/nature tours 
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CITA's promotional activitfes i nclude :  

participat ion at  m ajor  t rave l shows , trade seminars and workshops in  

target markets; 

coo rdi n at i o n  of t rave l  age nts educat iona l  on -site vi sits from targ et 

markets;  

coordi nation of media educational visits from target markets to generate 

editorial publicity i n  t rade and consumer publ ications; 

faci litat ion of visits by wholesalers in target markets for on-site inspection  

and/or contract completion ;  

coordinat ion of  a tou rism confere nce which wi l l  involve buyers from target 

markets; 

implementat ion of an effective advertising campaign with the private 

sector i n  New Zealand and Australia. 

Marketi ng representatio n  in Australia, New Zealand and Hong Kong has been 

appointed. 

A large proportion of marketing and promotion of the Cook Islands is control led 

by a sma l l  g ro u p  of  N e w  Zealan d based tour wh olesal e rs ,  and Ai r N e w  

Zealand ,  with some m arketi ng b y  Ai r Rarotonga. Also , N ew Zealand fiscal 

pol icy (especial ly t he  i ntern ational value of the New Zealand do llar) has an 

important i mpact on the i nte rnational market. 
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T h e  aviat i o n  ag ree m e nt s i g n e d  b y  t h e  N ew Z e a land a n d  C o o k  I s land  

Governments i n  1 969 p rovided for the upgradi ng  and extension of the  existi ng 

ai rport. The New Zealand Government ag reed to bui ld an i nternational ai rport 

on Rarotonga i n  exchange for i ts i nvestment o f  $ 1 8 m i l l i o n ,  own e rsh ip and 

contro l  of the ai rport, and control of ai r rights t o ,  from and th rough the Cook 

I s lands (M i l ne ,  1 985, p . 93) .  This restricted t h e  Cook Is lands Government's 

abi lity to negotiate with other ai rl ines for service. H owever, in 1 986 , after much 

n e g ot iat io n ,  t h e  own e rs h i p  and co nt ro l  o f  t h e  i nte rnati o na l  ai rpo rt was 

t ransferred to the Cook I s lands Government for  a p rice of $ 1 5 m i l l ion .  The 

Cook Is lands Government also assumed al l responsib i lity for operations .  This 

has made it possib le fo r the  Cook I s lands Gove rnment to n egotiate d i rectly 

with fore ign ai rl i nes (such as Po lynesian Ai r l i n e s ,  Hawai ian  Ai r l i nes ,  Ansett 

A i r l i n es and o t h e rs )  a n d  led  to  t h e  e stab l i s h m e nt o f  t h e  C o o k  I s lands 

I nternational Ai rli ne (CI IA).  

Ai r transportation to the Cook Islands is ,  and always  has bee n ,  monopol ised by 

Ai r New Zealand. Si nce the Raroto nga I nternat ional Ai rport opened in 1 974, 

and until 1 987 , Ai r New Zealand had a vi rtual monopoly ove r the Cook Islands 

ai r secto r and cont ro l led the most profitable s e rvice , the route between New 

Zealand and Rarotong a. I n  1 986, the Cook I s lands Gove rn ment established 

an ai rl ine cal led Cook I s lands I nternational in  an effort to b reak the monopoly 

of  Ai r New Zealand o n  t he Raroto nga/Auckland route. The ai r l i n e  i s  partly 

owned by the Cook I s lands Gove rnment, with Ansett as majo rity shareholder 

· and operator. 
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Another  o bjective was to 'penetrate the Austral ian m arket b y  p rovid ing  di rect 

non-st o p  s e rv ice f rom Sydney to Rarotonga. Althoug h t h e  o bjective was 

sound , t he  n at ional carrier was unable to penetrate the market because it did 

not h ave t h e  market i n g  syste m to p ro mote t h e  d e st i n at i o n .  T h e  a i rl i ne  

operate d  a weekly service between Rarotonga and  Auckland ,  us ing a 8727 

leased from Po lynesian Ai r l i nes of Weste rn Samoa, an a i rl i ne  which is also 

operated  by Ansett , and a weekly f l i ght from Sydney to Raroto nga. Cook 

Islands I ntern at ional was unable to sustain the di rect f l ight f ro m Sydney,  and is 

now red u ce d  to buy i ng seats on Po lynes ian  A i rl i n e ' s  w e ek l y  f l i g ht from 

Rarotonga ,  v ia Apia (Western Samoa) to Sydney. The contract with Ansett 

expired i n  1 988 ,  and now Cook Is lands International 's o nly activity i s  the seat 

purchase arrangement on  the Sydney route. 

In August 1 988 the rig hts to the Rarotonga/Auckland route were g iven  to Ai r 

Rarotonga ,  a loca l ly based ,  private ai rli ne which leases a DC8 ai rcraft from 

Hawai ian Ai rl i nes .  The Government hopes that by this new arrangement, the 

Cook I s lands w i l l  be  able to improve the service fo r the U . S .  tou rist market. 

The n e w  s e rv ice i s  schedu led in connecti on  with H awai i a n  Ai r l i nes '  own 

se rvice f ro m  H ono lu lu  to  Rarotonga, al lowing stop-ove r h o l idays in the Cook 

Is lands , e n  route to Auckland. 

Ai r N ew Zea land now o p e rates  two 8747 f l ig hts a wee k  f ro m Auckland to 

Raroto n g a  a n d  o n e  8737  p e r  week o n  t h e  C o ra l  rou te  Auck land/N adi/  

Rarotonga/Papeete/Nadi/Auckland.  I n  additi o n ,  s i nce J u ly  1 987  Hawaiian 

Ai r l i n e s  h as p ro v i d e d  a we ek l y  se rv ice to R a r ot o n g a  f r o m  H o n o l u l u .  

Po lynes ian  Ai rl i nes o p e rates two f l ights a week (Apia/Raroto n g a/Papeete/ 

Rarotonga/Apia) (Table 5.6) . 
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Table '5.6 F L I G H T S  ( A I R  S E R V I C E) T O  R A R OT O N G A  I N T' L 
AIRPORT 1 978 and 1 989 

From Fiji 
From Tahiti 
From New Zealand 
From Apia 
From Honolulu 

· TOTAL 

1 978 

54 
52 

1 61 

267 

SOURCE : Various ai rli ne  schedules , 1 989. 

1 989 

52 
1 04 
208 

52 
52 

468 
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Other  a i r l ines which have expressed an i nte rest i n  p rovid ing se rvice to the 

Cook Is lands are l imhed by the fact that i n  o rder  to operate effic ient ly and 

p rofitably , they also requ i re landing rig hts i n  Auckland. However, Ai r New 

Zealand ,  by putting pressure on the New Zealand government, have been able 

to restrict the g ranting of landi ng rights in Auckland. 

The dominance of Ai r New Zealand in the future is l ike ly to continue.  The vital 

ai r service sector is st i l l  the  Auckland/Rarotonga se rvice and th is route is 

treated as a domestic service by Air New Zealand. The viabi l ity of the Cook 

Is lands tou rist i ndustry is therefo re sti l l  very much dependent on co rpo rate 

d eci s i o n s  made by Ai r N ew Zealan d ,  a n d  u l t i m ate l y  t h e  N ew Zealand 

Government .  

E.  Accommodatio n  Industry 

There are a total of 649 rooms for tourist accommodation i n  the Cook Is lands, 

i ncluding hotels, motels and guesthouses. With a total of 236,885 room nights 

offered i n  1 987 ,  1 72 ,475  room n ights were u t i l i sed , g iv ing an e sti mated 

occupancy rate of 72.8 per cent (Table 5.7) .  

As the type of tou ri st accommodat ion is  i mpo rtant i n  any analysis of  the 

benefits of tourism, it is important to understand the  definitions and differences 

in type of accommodation in the Cook Islands as defi ned by the Cook Is lands 

Tourist Authority Board (Table  5.8) .  

The " Rarotongan Hotel" ( 1 5 1  rooms) , as mentioned -earlie r  i n  this chapter ,  was 

i n i t i a l l y  b u i lt and owned by a jo i n t ven tu re b etwe e n  t h e  N ew Zea land 

Government (Tou rist Hotel Corporation ) ,  the  Cook Islands Government and Ai r 

New Zealand. 
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Table 5.7 : Cook Islands Rooms and Occupancy Rates 1 983 - 1 987 

Year No. of Room Nights Room Nights Room Occupancy 
Rooms Offered Uti l ised Rate 

1 983 354 1 29 , 2 1 0 70 , 1 61 54.3 

1 984 4 1 3 1 50 ,745 99 ,793 66.2 

1 985 490 1 78 ,850 1 1 9 ,292 66.7 

1 986 . .  546 1 99 ,290 1 37,31 0 68.9 

1 987 649 236,885 1 72,475 72.8 

Source : CITA Statistics 
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Table 5.8 Cook Islands Accommodation Terminology 

Motel Accommodation faci lity which provides individual guest rooms 

w hich  are "se lf-co ntai n ed " ,  i . e .  w i th kitche n faci l i t ies of a 

stove,  s ink and refrigerator, but without an on-site 

restaurant and bar. 

Guest House - Accommodat ion faci l ity which p rovides guest rooms, usually 

i n  a p rivate house , with s hared com mon bath ing and to i let 

faci l i t i e s  and meals se rved o n  a p re-arranged communal 

basis .  

Hoste l 

Lodge 

Cottage 
Hote l 

Acco m m odat i o n  faci l i ty w h ich  p rov id e s  do rm i t o ry sty l e  

s l eep i ng  rooms which share common lou nge ,  bath ing and 

to i le t  faci l i t i e s ;  me als may be s e rved on a co m m u nal  o r  

cafeteria basis. 

Accommodation faci lity which provides i ndividual guest rooms 

and a restaurant (or d in ing room with pre-arranged communal 

mea l  se rvice ) in an architectura l ly  u nusual type bu i ld ing o r  

special ki nd of envi ronmental sett ing.  

A h ote l  which provides gu est rooms in the fo rm of individual 

or dup lex cottages,  e .g .  Rapae Hote l .  

Source : Cook Islands Tourist Authority, 1 988. 
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I n  1 98 2 ,  the  New Zealand Gove rnment transferred m aj o r  owne rsh ip  of the 

Raroto n g a  H ote l  to t h e  Cook I s lands Govern men t  w h i c h  t h e n  fo rmed a 

partne rsh i p  with American and New Zealand tou rist compan ies .  The Cook 

Is lands G overnment was forced to buy the hotel to p revent the col lapse of the 

tou ri st i ndu stry.  A loan of $5,885,000 was obtai ned f ro m  the New Zealand 

Gove rn m ent ,  carryi ng a 7 per  cent quarterly payment of $ 1 20 ,000 from July 

1 9 83  fo r a p e ri od of 28 years .  I n  1 9 85 40 p e r  c e nt of t h e  h ote l  and 

manag e m e nt co ntracts were he ld  by ove rseas tou r who lesale rs. The Cook 

Is lands Government repaid $360 ,000 on the loan in 1 983/84 and $408 ,000 i n  

1 984/85 ( M i l n e , 1 985 ) .  Now, the  New Zealand G overn me nt ,  t h rough its 

Ove rseas Deve lopment Assistance programme ,  p rovides  fu nds  fo r i nterest 

repayments on the Rarotongan Hotel Loan of $502,834 annually. 

For the year 1 984/85 approximately 35 per cent of total tou rist expenditu re in 

the Cook I s lands f lowed i nto the hotel and it provided approximate ly 55 per 

cent o f  all accommodati on  re lated emp loyment (Mi ln e ,  1 985) . U nt i l  1 984 the  

hotel was los ing money, then in 1 985 i t  broke even .  The Rarotonga Hote l has 

co nt i n u e d  to face d i ffi cu lt ies  but st i l l  man ag es to b re ak e ve n .  I n  1 990 

m an ag e m e nt c o n t ract e d  w i th  S h e rat o n  H ote l s  to p rov ide management  

consu lt i n g  s e rv ices .  Th i s has i m proved ope rat io n s  and occu pancy and, 

presum ably ,  p rofitabi l ity. 
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There are four othe r hote l resorts on Rarotonga (other  than the Rarotongan 

Resort Hote l) : the Edgewater Resort (1 73 rooms) , Tamu re Resort (35 rooms) , 

Pacific Resort (32 rooms) Manuia Beach Hotel (20 rooms) and Moana Sands 

( 1 2 roo ms ) ,  g iv i ng a to ta l  of 4 1 1 hote l  roo m s .  T h e  re m ai n i ng t o u ri st 

accom modat ion  on  Rarotonga comprises 1 9  acco m modati o n  p rope rti es ,  

ranging  i n  size from 4 rooms  to  20  rooms. The Cook Is lands tourism industry 

now has a total room cou nt of 689 rooms (Table 6 .3 ) .  

I n  1 988 the  Government s igned a loan guarantee ag reement with the Italian 

Govern ment to bui ld a new 200 room reso rt hote l  on Rarotonga. By 1 989 the 

new Government announced that Sheraton Hotels had ag reed to operate the 

new hote l .  The Governm e nt's f inancial projecti ons indicate that the turnover 

wi l l  be sufficient to repay the Ital ian bank loan of $47 m i l l i on  ove r 5 years,  

commencing with the fi rst year of operation. The loan has a term of 1 0  years, 

and the Govern ment owned corporation ECI L  i s  the developer. Construction · 

of the hotel is  to commence in 1 990,  with complet ion scheduled for 1 992. 

On Aitutaki (the most popu lar neighbour island) there are two hotels (Aitutaki 

Resort ,  25 rooms and Rapae Cottage Hote l ,  1 2  rooms) , and four guest houses 

rang i ng from 4 to 8 rooms ,  givi ng a total of 62 rooms o n  Aitutaki . Two other  

is lands (Ati u and Mauke) have minimal tou rist accom modation with 3 rooms on 

Atiu and 6 rooms on Mauke.  

Prices fo r hote l  accom modation  range from $58 .00/day (Tamu re Resort) to 

$ 1 30/day ( Rarotongan H ote l )  fo r a s ing le .  P rices fo r motel accommodation 

range from $ 1 5/day to $65/day. 
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There is some co nfu s i o n  and ambigu ity about t he  termino logy app l i ed  to 

various types of accommodation ,  both international ly and in the Cook Is lands. 

Because there is n ot y et an  i nternatio na l ly standardi zed accommodation  

term ino logy , each cou nt ry n eeds to  establ ish its own defi n i ti o ns based on  

gene ral ly accepted local and  i nternational  usage .  l t  i s  sugge sted that t he  

Tourist Authority adopt standard accommodation terminology for appl ication i n  

the Cook Islands (Table  5 .8) .  

Future Accommodation Needs 

l t  has been estimated that as the tourist markets fo r the Cook Islands become 

m o re d ivers i f i ed , att ract i n g  g reate r  numbers of  Austra l ian s ,  Canad ians ,  

Americans and  Western Eu ropeans, these markets require medium to h igh 

qual ity hote l type accommodation which offer fu l l  hotel faci lities and services. 

A consultant to the  G overnment has indicated that there is a need for a 50 

room Downtown Ho te l  i n  Avarua .  This hote l  s h o u ld be of i nt e rn at i ona l  

standard with fu l l  faci l iti es  i ncludi ng meeti ng and conference faci l itie s  (U nited 

Nations Deve lopment Project ,  World Tou rism Organisation , 1 988) .  

Another 1 00 room beach resort hotel of  international standard with a fu l l  range 

of reso rt faci l it i es  and s e rvices was recommended agai nst any fu rt h e r  n ew 

motel development because of the al ready large number of small-scale m otels 

on Rarotonga ( Ibid. ) .  

Howeve r, th is st rategy o f  encourag ing h igher-spending tourists who demand 

i nternational c lass faci l i t i e s  and i nfrastructure has been questi oned  ( Mi lne ,  

1 985) . 
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Mi lne argues  that although th is type of tourist wi l l  generate nearly 40% more 

i nco m e  a n d  e m p l o y m e n t  i n  abs o l ute te rms t h an t h e i r  l o w e r  s p e ndi ng 

counte rparts  (those  who  stay i n  mote ls) , they spend the i r  m o ney in  different 

ways , t hus  reducing t he  degree of local participat ion in t he  benefits derived 

from touri sm .  The main e xample is the packaged tour, which i s  designed by 

ove rse as w h o l esal e rs ,  p ro moted by them ,  so ld by t h e m  s o  t h at a l arg e 

percentage of the  benefit i s  retai ned ove rseas. Repatriatio n  of p rofits (from 

fo re ig n owned h otels ) , pu rchases of goods and services f ro m  ove rseas and 

access to ove rseas loan sou rces all lead to the larger  (fore ign  owned) fi rms 

havi ng h igh  leakage levels and few li nkages to the local economy. 2 

Howeve r, t h e  p resent Govern ment st rategy (of e ncou rag i ng  h ig h e r  payi ng 

tourists) wi l l  also maximise Government revenue generated by touri sts, both in 

Government's t radi ng and non-tradi ng functions. 

Gove rnment has two main  tourism objectives which appear to be contradictory : 

the maxi m i sati o n  of g ross tourist revenues appears to be i ncompatable with 

the objective of maxi misati on of local partici pation (and the refo re benefits) in 

the tourism industry. 

F. Tourism E mployment 

I n  a survey of tourism employment in Rarotonga in  1 979 , resu lts s howed that 

tou ri sm p rovided di rect emp loyment for a total of 464 pe rsons o n  a fu l l-t ime 

basis and 26 on a part-t ime basis .  Of the total fu l l-t ime  e mp loyees ,  1 83 (o r 

39%) were women (Pryer, 1 981 ) . 

2 T h i s  i s  a p r o b l e m  wor ldwide . I n  t he P ac i f i c , t he deve loped 
t o ur i s m  a r e a s  s u c h  a s  H aw a i i  and F i j i a l s o f a c e  t h i s  p r o b le m . 
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The resu lts also showed that eth n ic backg round  o r  natio nal ity was a very 

i m portant facto r  i n  j ob  d i st ri bu t i o n  i n  hote l s  i n  F i j i  (Samy , 1 972 ) ,  Tahiti 

(Robineau , 1 974) and the Cook Is lands (Pryor,  1 981 ). Non-nationals usually 

h e ld t h e  h i g h e r  s ki l l s a n d  bett e r  p ay i ng  po s it i ons  whi l e  n at iona ls  we re 

employed i n  the unski l led ,  lower paying positions.  

Salaries a lso reflected a d isparity. The salaries of non-nationals (who were 

h i red on  a New Zealand salary scale which i s  h igher  than the Cook Islands 

scale) ranged from $5 ,000 to $1 4 ,000 .  wh i le  Cook Islanders salaries ranged 

from $1 ,352 to $5,720 . This has changed i n  rece nt years as the number of 

e xpat ri ates  has b e e n  reduced a n d  t he  sa la r i e s  of Cook  I s landers has 

increased . By 1 985 the hotel and motel sector employed 308 persons. The 

average annual salary in these sectors was $1 0 ,409 (Cook Is lands Quarterly 

statistical Bul leti n Thi rd Quarte r, 1 985) .  

Tourism is maki ng an important contribution to emp loyment, and is the largest 

i ndustry i n  the Cook I s lands today .  By  1 988 there were approximately 600 

people employed in hote l s ,  mote l s ,  re sorts , restaurants and bars . Of these , 

over 200 are employed at the Rarotongan Resort and 240 i n  the other hote�s 

and mote ls. Expatriates employed in the i ndustry numbered 44 , or 7 per cent 

of the hotel cate ring workforce . Some of these expatriates had undertaken 

some professional t rain ing , whi le others had p revious experience in hote ls and 

tou rism (United Nations  Deve lopm e nt Prog ram/World tour ism Organisation , 

1 988) . The U N DP consu ltant found that the level of proficiency in Engl ish was 

genera l ly h igh i n  the Cook I s lands .  Another  major  factor affecting the long 

term professional deve lopment of staff is the easy access Cook Islanders have 

to New Zealand employment opportun it ies. 
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The tou ri sm i ndustry p rov ides s ign i ficant e m p loy m e nt opportunit ies,  both 

d i rectly and i ndirectly.' Few statistics are avai lab le  on i nd i rect emp loyment, but 

the  p roductio n  of handicrafts is one secto r wh ich  is i mportant. The biggest 

e m ploye r of handicraft worke rs is the Women 's  Deve lopment Cente r. The 

majority of these workers are part-time , worki ng on  the i r  handicrafts at home to 

earn a cash income, whi le running a fami ly and househo ld .  

The i nformal sector is generally considered to be  that secto r of  the deve loping 

nat ion 's  economy in  which i nd ividuals ,  often with the i r  fami ly ,  e ngage i n  the 

p rovis ion  of a vari ety of goods , services and manufacturi ng  activities (Wu , 

1 982) . I n  the tourism-related informal sector i n  the  Pacific I s lands, this sector 

comprises the producers and se l lers of handicrafts and souve n i rs ;  people who 

se l l  dri nks , cooked and fresh food to tou rists ; those who offer their  services as 

g u ides ; t hose who p rovide private transport at i on  fo r  a l e i su re ly tou r , and 

others .  

The i ndigenous people who are engaged in these activiti es are entrepreneurs 

who are successfu l ly engaged i n  income generat i ng  p rojects but are " invisib le" 

partic ipants in the national economy. 

Tourism Education and Trai n ing 

The M in i stry of Educati on of the Cook Is lands G overn ment has developed a 

curricu l um fo r the study of hospitality se rvices i n  the  u pper fifth form and was 

set to implement the prog ramme in 1 989. This wi l l  assist in i ncreasing the ski l l  

l evel of  new e ntrants to the tourism industry, and wi l l  a lso g ive an opportun ity 

for exp lo ri ng career opportunit ies. 
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However, there has bee ri l itt l e  p rovis ion fo r the trai n i ng of persons al ready 

employed i n  the i ndustry . I n  o rder to improve th is  situation ,  the  Hospital ity 

I ndustry Trai ni ng Board was establ ished in 1 987 and a Train ing Coord inator 

was appoi nted by C ITA i n  1 988 .  Si nce then ,  seve ral t rain ing programmes 

have been i mp lemente d ,  i nc lud ing basic trai n ing fo r bartenders ,  f ro nt desk 

recept ionists, housekeepi n g ,  and food and beverage.  There is a g reat need 

for more trai n ing throughout the tourism industry. 

An understanding of the d evelopment of the Cook Islands tourism i ndustry has . 

been p resented i n  t h i s  c hapte r .  C hapter  6 ,  p rovides an an alys is  of t h e  

development o f  indigenous e ntrepreneurs in the Cook Islands and i ndige nous 

e nt re p re n e u rs i n  t h e  t o u r i s m  secto r . I n d i g e n o u s  e ntre p re neu rs in t he  

handicraft sector, t he  ro le  of t he  Women's Development Centre , and a private 

hand icraft e nt e rp r i se  a re g i ve n s pec ia l  atte nt i o n .  Th is  i s  p rese nted to 

demo nst rate one sect o r  w h ich is successfu l ly p resent i ng e ntrepreneu ria l  

opportunities, and where o pportun it ies can be expanded . 
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CHAPTER 6 COOK ISLANDS ENTREPRENEURS 

A Introduction 

In s o m e  re spe cts , e nt repre n eu rsh i p  i s  a t rad i t i o n  in t he  Cook Is lands. 

I nd igenous people have been active ly deve loping the private sector at least 

si nce contact with the  western world i n  t he 1 820s .  Duri ng the 1 860s the 

l ead i n g  e nt re p re n e u rs were a g roup  o f  "ch i ef l y  e nt re p re n e u rs" (Gi lson , 

1 980 ,p .54) who gained control of the export trade with visiti ng whalers.  These 

chiefs sold visiti ng ships such products as pigs ,  pou ltry, fruit and vegetables. 

They o rganised product ion i n  the i r  l ineages,  contro l led the marketing of the 

products,  and even operated schooners which traded throughout the group, 

with Tahiti and New Zealand. 

Whe n New Zealand annexed the islands in 1 90 1 , e ntrepreneursh ip declined. 

What was a th riving private secto r virtual ly di sappeared after annexation and 

the i mposition of co lonial ru le. The colonial administration introduced a high ly 

centralised system of government and administration which eroded the powers 

of the t radit ional ariki system. "Among other things, the chiefs were stripped of 

t he i r pow e rs to o rg an i se  product ion and  the i r  marketi ng  funct ions  were 

annu l led o r  made subject to control of local New Zealand administrators. As a 

consequence,  p roductio n  along family l i nes ceased, as d id the operation of 

indigenous-owned t rading schooners" (Fai rbai rn , 1 987,p. 1 1 ) . From 1 901 unti l 

the m id- 1 930s i ndigenous entrepreneu rsh ip  suffe red from the effects of an 

off ic ia l  po l i cy t h at e m p h asized we lfare p rograms · rat h e r  than economic 

deve lopment .  The admin istration focused on  deve lopi ng tomato and citrus 

export i ndustries for the New Zealand market , whi le neg lecti ng other sectors. 
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H owever ,  d u ri n g  t h i s  s a m e  peri od ,  seve ral fore i g n-owned  e nt e rp rises  

establ ished busi nesses i n  Rarotonga. Th i s  i ncluded ind ividuals from New 

Zealand and other  western countries ,  and branches of major mu lt i natio nal 

corporations. Even today multinationals dominate such key economic sectors 

as banki n g ,  i ns u ra n c e ,  acco u nti ng , t ra n s p o rt ,  te lecom m u n icat i ons ,  o i l  

distribution and contracti ng (Maiava, 1 983) . 

Policy 

T h e  Cook I s lands g o v e r n m e nt n ow has a pos i t ive approach to fo re i gn  

i nvestmen t ,  pro m oti n g  a favo u rable cl i m ate . The  Govern m ent  a l so  i s  

committed to i ncreasing t he  participation of Cook Islanders i n  the development 

of the private sector. The  Government is especially promoting joi nt ventures 

betwee n  Cook  I s l an d e rs a n d  fore i gn  i nvestors .  The I nvestme nt Code 

establ ished u nder the p rovis ions of  the Development Investment Act sets out 

certai n requirements and restrictions to control the inflow of foreign i nvestment. 

U n der  o n e  p rovi s i o n  ( Re s e rved I nvest m e n t Areas) , ce rtai n  i nvest m ent 

o pport u n it i es are re s e rved p ri m ari ly fo r local  i nvesto rs , o r  e nterp ri ses 

p redo m i nant ly o w n e d  by local  i nve sto rs (with two-t h i rds  or  more local 

ownersh ip  and con t ro l ) .  T h e  idea b e h i n d  t h ese restrict ions " i s  n ot to 

d i scou rage fore ig n i nv e stm e nt ,  but to rat ional i se  the development of the 

different parts of the  economy and to ensure that u nrestricted or unnecessary 

competition from abroad does not discourage local i nvestment" (Cook Islands 

I nvestment Code,  1 977) . 

Any fore ign  e nte rp ri s e  can carry on busi ness  i n  the  Cook Is lands after  

registration under the  D evelopment Investment Act of 1 977. This registration 

procedure is hand led  by the  Cook Is lands Monetary Board .  U nde r  the  

I nvestment Code any  e nterprise with at least 67  per  cent local equity qualif ies 

as a local enterprise ,  and can register under the Development I nvestment Act. 
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The tou rism i ndustry is an example of Govern ment encou ragement to local 

investors to take over from foreign counterparts. The Government has actively 

e ncou rag ed l ocal  bus i ness to part ic ipate i n  tourism deve lopme nt through 

advisory services, fi nancial assistance and educational programs. "With such 

efforts, the touri st i ndustry has now reached a stage where ,  i ncreas ing ly ,  the 

locals are looki ng at ways to reap some of the benefits" (Maiava, 1 983) . 

The Govern m e nt h as estab l i shed off- s h o re banking  faci l it ies to  att ract 

international fi n ance . This faci lity has increased the level of foreign capital but 

has not necessari ly resu lted in increased on-shore i nvestment. 

One of the characteristics of investment in the Cook Islands is the rig ht to remit 

earn ings  and  expat riate capital ove rseas .  Th i s  i s  guaranteed u nder  the 

Deve lopment I nvestment Act and is partly because the Cook Islands uses New 

Zealand currency. 

The majo r i ty  of c o m m e rc ia l  and i nd u st ri a l  act iv i ty is co n c e n t rated on  

Rarotonga. Th i s  is due  mai nly to  bette r te lecommunication faci lities and its 

developed harbour and ai rport. 

A Busi ness D eve lopment Fu nd, which was e stabl ished in 1 984 , i s  currently 

being admin iste red by the Department of Trade ,  Labour and Transport (TLT) . 

This fund was i n it iated by the Chambe r of Commerce , which began to levy 

busi nesses to assi st the tourist industry .  Th is  i s  one example of t he private 

secto r and g ove rn m e nt coope rati ng and estab l ish ing a p rogram me to help 

support the tourist i ndustry. 
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The  Fund provided for 75% o f  t he  p roceeds raised to be des ig n ated to a 

c o n s o rt i um  compri s i ng  t h e  T o u rist Authority ,  Air N ew Zea land and the 

Chamber of  Comme rce to  p ro mote the  tourist i ndustry t h rough  advertising 

campaigns overseas. The  balance (25%) was retained by TL T and directed 

towards assisting busi n e s s  ventu res that require assistance. U nfortunately, 

because  of di sag re e m e n t ,  t h i s  j o i nt ventu re approach to market i n g  was 

abandoned in 1 987 . 
. 

Cook Islands Entrepreneurs 

A su rvey of i nd ig e n o u s e nt re p re neu rs o n  the  main i s l and  o f  R a rotonga  

g athe red  data on  e nt re p re n e u ria l  characteristics ,  reasons  fo r g o i ng i nto 

bus iness, operational pro blems and constraints, success factors ,  and avai lable 

g overn m ent su ppo rt d e s ig n e d  t o  overcome existi ng p rob lems  ( Fairbai rn , 

1 988) .  Fairbai rn's analys is  of  i ndigenous entrepreneurship i n  the Cook Islands 

is the  main source for these fi ndings. 

Although  the sample o f  b us i n esses i nterviewed was smal l  (o n ly 28) , some 

patte rns emerged. First , most of the busi nesses were fami ly operatio ns ,  where 

ownership was held by the e ntrepreneurs and their  fami l ies.  Most businesses 

had been established by t h e  p resent owners ,  having bee n  in existence from 1 

to  1 0  years, i ndicati ng a n  accele rati on  i n  entrepreneursh ip  deve lopment i n  

recent years. 

S e co nd ,  most  e nt re p r e n e u rs we re e t hn i ca l ly  m i xed .  1 7  w e re Maori ­

Europeans, 8 were Maori , and 2 were local residents married to  Cook Is land 

Maor i s .  Wh i l e  it i s  s i g n i f icant t h at the  Raroto ngan e nt repre n e u rs were 

predominantly of mixed Maori-Eu ropean ancestry, this eth nic mix i s  prevalent 

i n  R arot ongan soci ety a s  a w h o l e ,  and  i s  t he refore not  u n us u al .  This 

p revalence of mixed ancestry of i ndigenous entrepreneurs is also a s ignificant 

factor i n  other parts of the  Pacific, such as Tahiti and Fij i .  
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One can rai se the question as to why this characteristic of mixed ethnicity is 

important i n  some Pacifi c  Is land countries. One reason may be that the values 

and cu ltural attitudes of the  non-i ndigenous parent  may be more competitive 

and capital ist ic (fo r i n stance the Chi nese , Ind ians ,  o r  Eu ropeans) ,  and the 

entrepreneur is  exposed to these values at an early age. Entrepreneurs often 

were raised in  fami lies where a parent was also in  business, thus providing a 

ro le model and even som e  e arly ;.ehi ld hood busi ness  experience. Also, the 

no n- ind i g e n o u s  pare nt  m ay have had a stro n g e r  s e n se of the need for 

education of the i r  chi ldre n ., p rovidi ng more guidance o n  career opportunities 

and providi ng more ambit ion and incentive to succeed. 

Third ,  a s ign i ficant nu m be r  of businesses we re in t he  tourism industry , or 

tourism-re lated bus inesses  (at least 1 1 ,  incl ud i ng  m ote l/hote ls ,  crafts and 

clothing,  restau rant/bar, and transportation) (Table 6 . 1  ) .  

Most busi nesses were e stab l i shed with sma l l  amou nts of cap ital . Seve ral 

busi ness were set up with o n ly a few hundred do l lars , and in more recently 

establi shed enterprises ,  $5-6 ,000 was sufficient capital .  Most businesses ( 1 7) 

we re estab li shed with the  owners/fami ly's savings,  without the need for outside 

funds (Table 6.2) .  The fact that the local capital market is s mal l ,  and the 

re l uctance o n  t h e  p a rt of e nt rep reneu rs to a p p roach  e x i st ing f inancial 

i n st i tu t i o n s  e x p l ai n e d  t h e  re l i ance on o w n e rs '  s av i n g s  fo r bus i n e ss 

establ ishm e nt .  I n  t h e  few cases where loans we re requ i red ,  most were 

obtai ned from the commercial bank, in modest amounts averaging $1 0 ,000 . In  

th is samp l e  there were not many loans from the Cook Islands Development 

Bank. 



1 7 1  

Table 6.1 
Indigenous Entrepreneurship in Rarotonga: 

Survey Sample by Industry 1 988 

Type of Industry Number in Sample % 

Accommodation (moteVhotel) 2 7 

Restaurant/bar 2 7 

Manufacturi ng 2 7 

Crafts and Clothing 3 1 1  

Transportation 4 1 4  

Technical & other professional 
services 5 1 8 

Construction 2 7 

Retai l shops 5 1 8  

Agricu lture 3 1 1  

Total 28 1 00 

Note : Manufacturing comprises soft dri nks and cloth ing ; transportation  is 
mai n ly taxi s e rv ice  and tour  c o m p a n i e s ,  techn ical a n d  othe r  
professional services include activities such as secretarial services, 
pane l  beate rs ,  we ld i ng/stee lwo rk, and motor repai r ;  ag ricu l tu re 
refers mai nly to commercial farming for export. · ·  

Sou rce: F a i r b a i r n , T . J .  I s l a n d s  E n t repre n e u rs :  P rob l e m s  a n d  
Perfo rmances in  the Pacific, 1 988. 
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Sources of Finance for Establishing and Purchasing 
Businesses In  the Cook Islands 1 988 

Owners/manager's savi ngs 

OS and CBL 

1 7  

7 

2 

1 

1 

OS and CIDBL 

OS and CBL and CIDBL 

OS and other  loans 

Total 

os 
CBL 
CIDBL 
Source: 

= Owner's savings 
= Commercial bank loan 
- Cook Islands Development Bank loan 

28 

Fai rbai rn , T.J . I sland Entrepreneurs :  Problems and Performances 
in the Pacific, 1 988. 
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The survey fou nd that the Raroto ngan  e ntrepreneurs are g ood at keep ing 

business records .  They are more advanced than small bus iness owners i n  

other parts of  the Pacific (for e xample i n  Western Samoa, Croulet  and  S io  

1 986'p.59). 

This may be because they are better  educated , many have extensive overseas 

experience (often i n  New Zealand ) ,  and they are required to pay tu rnover tax 

every month  wh ich  req u i re s  kee p i n g  b u si ness reco rds .  The Rarotongan 

e ntrepreneu rs were wel l  educated -- n i n e  of them had attended a u niversity 

(usual ly i n  New Zealand ) ,  f ive had att ended a tech n ical co l lege ,  n i n e  had 

attended seco ndary school and o nly f ive had an education l im ited to p ri mary 

schoo l .  M a n y  R arot o n g a n  e nt re p r e n e u rs use t he  s e rv ices  o f  p ri vate 

accountants for keeping busi ness records and for obtaini ng advice on business 

operations. (Fai rbairn , 1 988, p .63) .  

Overseas experience was a sig n i ficant factor for  all entrepreneurs i nterviewed. 

A l l  exce pt o ne of t h e m  had wo rked o r  stud ied  ove rs e as .  lt h as b e e n  

recog n i sed i n  ot h e r  p a rts o f  t h e  P ac i f ic  ( Epste i n , 1 96 8 )  t hat t h i s  t rave l 

e x p e ri e n c e  c a n  p l ay a v i t a l  ro l e  i n  t h e  deve l o p m e n t  o f  i n d i g e n o u s  

entrepre n e u rs b y  e xpand i ng  narrow economic horizons ,  maki n g  potential 

entrepreneu rs m o re aware of n ew bus i ness opportu n it ie s ,  and  stim u lat ing 

more diversified patterns of business activity. 

Un l ike othe r  pa rts  of t he  Paci f ic  reg i o n ,  wome n p lay a s ig n i ficant ro l e  i n  

business in t he  Cook Is lands. Nine of the 28 entrepreneurs i nte rviewed in this 

survey were women .  They were mostly involved in the services sector: retai l 

stores, restau rants , handicrafts and mote ls .  
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Problems Experienced by Cook Islands Entrepreneurs 

Most e ntrepre neurs i nd icated that they experi enced transpo rtation problems, 

especial ly in the tou rism , com mercial agricu lture , and the trade sectors .  They 

i ndicated that shipping services were unreliable and i nfrequent. 

I nsufficient frequency of ai r t ransportation and the h igh cost of air fre ight were 

considered problems that n eeded to be addressed. They also i ndicated that 

domestic bus transportatio n  needed improvement. 

Most e ntrepreneurs ( 1 9 )  stated that they had capital shortage problems. Many 

wanteci to expand the i r  faci l i t ies and needed more funds to do so.  Several 

respondents were d issat isf ie d  with the se rvices provided by the the  Cook 

I s l ands  Deve l opme n t  Ba n k  a n d  the  co m m e rci a l  b a n k ,  c lai m i n g  t h ese 

i nstitutions were too restrictive i n  the i r  loan policies ,  charged high i nterest rates 

and neg lected small business people (Fai rbai rn , 1 988,  p .69) .  

The majority of these e ntrepre neurs (1 8) perceived that government was not 

providing adequate support for their  businesses. They specifically mentioned 

the h ig h price of e l ectricity , a tax system that is too complex, h igh levi es on 

vehicles and othe r major  imported items, the fai lure of g overnment to control 

competit ive impo rt s ,  weak  m arketi ng organ i sati o n s  a nd lack of adequate 

trai n ing faci lities .  The lack of t rai n ing faci lities for servicing the tou rism sector 

was specifically mentioned . 

The Rarotongan e ntre p re n e u rs surveyed did not f ind that family obligations 

and co m m u n ity p re s s u re s  w e re onerous o r  a serious impedi m e nt to the i r  

busi ness. lt appears t hey had ·found ways of successfu l ly dealing with these 

socio-cu ltu ral pressures .  
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The survey also covered two of the neig hbou ring  i s lands -- Aitutaki and Atiu .  

The business characte ristics and entrepreneuria l  patterns in Aitutaki and Atiu 

conformed qu ite c lose ly t o  those i n  Rarotonga. The characteristics i nclude 

s imi lar owne rsh ip  struct u res ,  motivat ion for starti n g  a busi ness, re l iance on 

owners' savi ngs i n  t he  e stabl ishment stage ,  and extensive overseas t rave l of 

the i ndividuals, which g ave  them business e xperi ence. 

Poor access to fi nancial  loans through the co m me rcial bank and Cook Is lands 

Development Bank was i dentified as a major prob lem by these entrepre neurs. 

Business people exp re s s e d  a need fo r the  banks to improve thei r outreach 

service to better serve the  needs of the people of the  outer islands. 

B Indigenous Entrepreneurs in the Tourism Sector 

Although there are many C ook Is lands e ntrepre neurs in the tou rism industry, 

there is a need to carefu l ly analyse the owne rsh ip  of the major tou ri sm p lant 

and services.  

Ownership of Tourism Accommodation and Services 

The Cook Is l and s t o u ri st i ndustry can  b e  d i v i ded  i nto the p ri mary and 

secondary tou rist sectors for the purpose of this analysis. The prim ary sector 

i nc ludes acco m m o d at i o n  (hote l s  and m ote l s )  and  ai r t ransport ,  wh i l e  the 

seco ndary s ecto r i s  m ad e  up  of restau ra nt s ,  l a n d  t ransport ,  a p p a re l ,  

handicrafts , tour  ope rators and duty-free stores. 

There are fou r mai n categories of ownership :  

Overseas owned e nterprises (expatriate ownership/control) ; 

Local ownersh ip/co ntrol ;  

Expatriate with Cook Is lands pe rmane nt residency, generally married  to 

a local pe rso n ;  
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Local , government owned. 

In 1 985 Mi l ne ,  (p. 1 1 0) found that "the prime i nitiators of tourism deve lopment in 

the Cook Is lands were overseas and local European i nterests which are tied 

into the i nternational tou rism sector far more effectively than thei r Cook Island 

Maori cou nte rparts" . H e  fou nd that these e ntrepre n e u rs have s igni ficant 

expert i se  i n  t he  tourist i ndust ry w h i l e  t he  o wn e rs o f  Cook  I s l and Maori 

enterpri ses ,  (because of their smal l e r  scale)  have l imited access to fi nance , 

and have litt le  knowledge of the more i ntimate workings of the touri st i ndustry 

or train ing. 

Acco rd i ng to one defi n ition , the expatri ate sectors can be said to be the 

"periphery dominant capital ist sectors ,  whi le the Cook Is land Maori owners 

make up 'peri phery marg i nal '  s ectors" .  (Britton ,  1 9 82 ) .  B ritton fou nd that 

dominance by enterprises with fo re ign participation was already i n  existence in 

1 979. Since that ti me it appears that foreign i nfluence in the accommodation 

and t o u r  o p e rato rs '  s e ctors h as i n c reased .  " F o re i g n  e nte rp rises have 

maintained the i r  dominance i n  most sectors ,  whi le  t he  Cook I s lands Maori 

sector remain s  the smal lest of the  three owne rshi p categories" (Mi lne , 1 985, 

p . 1 1 ) . 

The accommodation sector has t he  h ighest l evels of foreign ownership and 

involvement. In  1 989, four of the six largest resort hote ls (the Tamure Resort, 

Manuia Beach Hotel ,  Edgewater Resort Hotel ,  and Pacific Resort Hotel)  were 

all wholly fore ign owned. The Rarotongan Hotel and Aitutaki Resort are owned 

by the Cook Is lands Government and foreign investors. The Rapae Motel (on 

Aitutaki) is whol ly owned by the Cook Is lands Government. Out of a total of 1 5  

mote ls ,  six were also owned by foreigners. 
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The balance of the mote ls  are either wholly o r  partially owned by local Cook 

Islanders (See Table 6.3). l t is clear that Expatriates control medium size , and 

up-market motels, wh i le  Coo k  Islanders own the smal ler accommodation .  

C. INDIGENOUS ENTREPRENEURS IN THE HANDICRAFT SECTOR 

/ . .-" 

Traditi o n al arts  a n d  c raft s ,  l i ke t raditi onal  dance and song,  are important 

factors for tou ri sm deve lopment. In addition ,  the revival and maintenance of 

these cultural patterns a re i mportant factors in maintain ing cultural i nteg rity i n  

small island cu ltures l i ke  the Cook islands. These characteristics he lp to  make 

one tou rist destinat ion d i ffere nt to another. lt is essentially the unique cultu res 

t hat make tou ri sts choose  one  desti nation over another, especial ly in the 

Pacific Islands. A lso the sa le  of these handicrafts is an important source of  

cash for many people in  the outer is lands and ,  i n  Rarotonga, especiaiJy for the 

women who make many of  the handicrafts. Som e men  are employed as 

carvers and make rep roduct ions of traditional carved items,  but handicraft 

sales are important as a sou rce of income for women .  

Some research e rs i n  t o u ri sm  (e .g  Britton ,  1 9 82 )  f ind that the secondary 

tou rism sectors , f o r  i n stance handicraft vendors and g i ft shops ,  are good 

ave nues  to  pro mote  e mp loyment and i nco m e  g e n e rat ion  for i nd igenous  

people , for these busi n e sses are usually not domi nated by  large fi rms. The 

production of handicrafts has the dual role of not o n ly providing employment 

and therefo re i ncom e  fo r producers (who are al l  indigenous people ) .  but also 

prese rvi ng t he  a rt a n d  t raditi ons  associated with p roduction . In addit ion ,  

handicraft p roductio n  i s  mostly carried out i n  t h e  ru ral areas, thus provid ing 

much needed income  for  ru ral people. 
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Table 6.3 Ownersh ip  of Tourist Accommodation Cook Islands 1 988 

Tourist 
Accommodation 

N u mber of 
Rooms 

Ownership/Control 

Hotels 

Aitutaki Lagoon Hote l 
Edgewater Resort 
Tamure Resort 
Manuia Beach Hotel 
Pacific Resort 
Rarotongan Resort Hotel 
Total 

Motels 

Ariana Bungalows 
Kii Kii 
Lagoon Lodges 
Little Polynesian 
Muri Beachcomber 
Palm Grove 
Paradise Inn 
Puaikura Reef Lodges 
Rai na Beach Apartments 
Rarotongan Sunset 
Sunrise Beach Mote l 
Moana Sands 
Aitutaki Lodges 
Atiu Motel** 
Rapae Cottage Hote l *  
Total 

Budget/Back Packer 

Are-Renga 
Ai rport 
Arorangi Lodges 
Dive Rarotonga Hoste l  
Matareka Heights 
Local 
Tiare Vi l lage 
Whitesands Motel 
Mauke Lodge*** 
Tiare Holiday Cottage*** 
Tiare Maori* 
Tom's Cottage* 
Josie's Lodge* 
Aitutaki Guesthouse* 
Total 

* Located on  Aitutaki 
** Located in Atiu 
* ** Located i n  Mauke 

25 
1 73 

35 
20 
32 

1 51 
436 

8 
20 
1 4  

9 
1 2  

6 
1 6  
1 2  

4 
20 

6 
1 2  
6 
3 

1 2  
1 58 

20 
6 
8 
9 
5 

1 0  
6 
2 
4 
7 
8 
6 
4 

95 

Locai,Cook Islands Government 
Expatriate 
Expatriate 
Expatriate · 
Expatriate 

Locai ,Cook Islands Govern ment 

Expatriate 
Local 

Locai/(P) 
Local 

Expatri ate 
Local 

Expatriate 
Expatriate 

Locai/(P) 
Expatriate 

Local 
Expatriate/Local 

Locai/(P) 
Locai/(P) 

Local , Cook Is lands Government 

Local 
Local 
Local 

(P) 

Expatriate 
Local 

Locai/P 
Local 
local 

Local 
Local 
Local 

Ownership: Expat riate = Total foreign ownership/control 
Local = Total local ownership/control 
(P)  = E xpat riate wit h C ook I s l ands  p e r m a n e nt 

residency, usually married to a local person 
Sources C ITA Field Survey 
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Ownership of Tourism Facil ities 
(Other than Accommodation) 

Cook Islands 1 988 

Joint Venture 
(Majority Fore ig n  Owned) 

Transportation and Tou r  
Companies 4 

Gift Shops 

Duty-Free Shops 1 

Tourism Clothing (Appare l )  

Restaurants/Bars 1 0  

Total 1 5  

• I ncludes Permanent Residents 
Sources : Field Survey 

1 00% Cook 
Islanders* 

8 

4 

2 

1 0  

1 1  

35 
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Many of t h e  h andicrafts sold i n  Ra roto nga are actu al ly made i n  the  other 

is lands,  especial ly Man i h iki , Rakahanga, Tongareva (mostly rito mats, hats 

and baskets)  Ati u ,  M i t iaro ,  Mauke and Mangaia ( mostly woven pandanus 

baskets, shel l  necklaces) and are shipped to Rarotonga for sales. 

The re are a lso g ro ups of  i mmig rants from the  ne ighbou r is lands who are 

resid e nt i n  Rarotonga who p roduce handicrafts. For many of these people, 

especially the women f rom the Northern G roup who weave the popu lar  Cook 

Is land hats  and baskets ,  handicraft producti on  is the i r  o n ly source of cash 

inco me .  These i m mig rants migrate to Rarotonga with little more than their 

weav i n g  s k i l l s .  As  t he y  h ave no access to l and  and do  n ot h ave t he  

educational skil ls to successfu l ly compete for good government jobs , they must 

uti l ize these ski l ls to make a living .  

Whi l e  many of these women weave on ly part ti me whi le they take care of  

fami l ies ,  some  fi nd that they can make quite a good l iving .  l t  is esti mated that 

one maste r  weaver i n  particular makes an annual i ncome of more than $9 ,600 , 

which i s  substantial when government workers make an average of $6,000 a 

year ( l ng ram-Pryor, 1 987). However, it is  getting more difficu lt to get women to 

make hand icrafts ,  as many women want a gove rn ment job because it has 

more prestige .  In many cases they are probably not aware that they can make 

more money using the i r  weaving ski l ls, rather than working for the gove rnment .  

Although the i nvento ry of t raditional arts and crafts in the Cook Islands shows 

a ri ch  var i ety of fo rm s ,  the  handicrafts be ing  reproduced today a re more 

l imi ted .  The  most popu lar items fo r the tourist market are the fi nely woven 

wh it e  coco n ut ill1Ql h ats ,  fans and handbag s ,  pandanus baskets , carved 

rep l i cas of  Cook I s land  staff gods (or Tangaroa) made i n  vari o u s  s i zes .  

Wooden bowls ,  woode n  seats ,  headrests,  food pounders ,  fishhooks and  sl it 

gongs (or tokere) are also made , but have less market appeal for tou ri sts. 
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Wooden seats no'oanag were made in all the Cook Is lands e xcept i n  Mangaia 

and were used by chi efs as a mark of rank. They were m ade  out of one pi ece 

of wood , usually tamanu and consisted of a curved seat with fou r  cu rved legs 

with feet .  They are be ing  produced today in very l i mited qu antit ies, main ly 

because suitable wood i s  not avai lable. 

Tap a ,  o r  b a rk c loth  ( k n own i n  t he  Cook I s l a n d s  a s  au te  o r  a nga) was 

tradit ion al ly made from paper mu lberry. Today, tapa making ski l ls in the Cook 

Is lands have practically d ied out. There are a few women  i n  Atiu who sti l l  have 

the ski l l s ,  and a handful i n  Rarotonga who have trained t hemselves i n  the art, 

but p ro d ucti o n  is vi rtua l ly nonexi ste nt .  lt is  a myst e ry why  tap a shou ld  

disappear so completely in the  Cook Islands whe n  it i s  currently p roduced and 

used in g reat quantities i n  Samoa, Fiji and Tonga. One possi b le explanation is 

that i n  Samoa, Fiji and Tonga tapa is sti l l  used exten sively i n  the t raditional 

ceremo nies of the cu lture (such as weddings , funerals,  etc. ) .  This is not the 

case anymore i n  the  Cook  Is lands. As tapa no l on g e r  s e rves  a cu ltu ral 

function ,  the art and ski l ls  have disappeared. 

Women 's Development Centre 

A large vo lume of handic raft sales is made through  the Women's Development 

Centre. lt i s  Government-owned and subsidised , and operates  on  a non-profrt 

basis. Al l  i ncome from sales goes to the producers who are mostly part-t ime 

. wo rkers, and live on the outer  islands. 

T h e  W o m e n s '  Deve l o p me n t  Ce ntre was e stab l i s h e d  i n  1 9 8 1  a n d  i s  

ad m i n i st e red b y  t h e  D e partment o f  I nternal Affai rs . It i s  managed by a 

com mittee  made up of the  Secretary of Internal Affai rs , the Sen ior  Women's 

Development Office r ,  t he  Di rector of Community Deve lopment and the chief 

Admin istration Officer in the outer islands. 
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The Govern me nt provides a g rant of approxi mate ly $20 ,000 wh ich cove rs 

sa lari es fo r two wo m e n  t rave l to the outer  is lands (fo r buyi ng and qual ity 

contro l ) ,  and other operati ng e xpenses (Table  6 .5)  The Gove rn ment also 

provides retail space i n  front of the Banana Court bar (which is operated by the 

C ITA) at no charge. 

The Women's Deve lopment Officer works closely with women's g roups i n  the 

neighbouri ng is lands advising them on what products they should produce for 

the tau ri sm  market and o n  qual ity co ntro l .  G ross sa les reve n ues h ave 

i ncreased f ro m  $1 3 ,923 i n  1 981 to $50,981 in 1 985. Net revenues for 1 981 

were $7,1 78 and i ncreased to $1 1 ,642 in 1 985 (Table 6 . . 6). 

These figures  do not include salaries, rent, and uti lities ,  which are covered by 

g overn ment g rant .  lt was est imated that the handicraft secto r p rovided  

employment for approximately 1 00 people i n  1 985. Most o f  these jobs were 

part-time jobs (71 %) and mostly for women (85%) (Mi lne,  1 985) . 

The Wome n 's  Development Ce ntre provides a place where women can sel l  

the i r  handic rafts,  rece ive i mmediate cash for their goods, and get advice on 

marketi ng and quality contro l .  The Centre is also providing a valuable sou rce 

of i n come for  Cook Is land women ,  and provides t he  touri sts wit h un ique 

handicrafts to take back with them as souvenirs and gifts. 

The p roductio n of hand icrafts fo r sale to tourists helps spread the economic 

benefits of tou r ism to the i nd ige nous peop le ,  especial ly those i n  the ru ral 

secto r. M i l ne  ( 1 985) fou nd that the labou r i nte nsive natu re of the smal ler  

( h and i craft ) o p e ratio n s ,  and t h e i r  heavy re l i ance  on local ly pu rchased 

mate ria ls ,  led to th is  sub-sector  havi ng the h ighest RIG ( regional income 

generation co-efficient) of  any sub-sector within the Cook Is lands economy. 
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TABLE 6.5 

BU DGET FOR WOMEN'S DEVELOPMENT CENTRE 
MIN ISTRY OF INTE RNAL AFFAIRS 

COOK ISLANDS GOVERNMENT 

1 985/86 1 986/87 

Personnel  1 3,600 1 7,800 

Travel ,  t ransportation ,  communication 2 , 1 00 1 ,500 

Maintenance (property & equipment) 1 00 200 

Materials ,  supplies & Services 3,400 900 

Other  Operati ng expenses (promotion) 1 00 

2 wage workers 6 ,448 

Grants, contributions & subsidies 1 00 

Total $26 ,948 1 9 ,300 

Sou rce: E sti mates of t h e  Expenditu re & Reve nue  of  Govern ment of the 
Cook Islands, Department of i nternal Affai rs 
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TABLE 6.6 

HANDICRAFT SALES AND PURCHASES 
WOMEN'S DEVELOPMENT CENTRE 

COOK ISLANDS 

Year Sales Pu rchases Net 

1 981  * $1 3,923 6 ,744 7,1 78 

1 982 35 , 1 1 8  30,432 4 ,686 

1 983 53,073 45,01 1 8,061 

1 984 73 ,046 69 , 1 88 3,858 

1 985** 62,624 50 ,981 1 1 ,642 

1 986 72 ,000 60 ,000 1 2 ,000 

1 987 45,000 36 ,000 9 ,000 

• Start up  Revolving Fund i n  1 981 was $2,000 
** F igures unti l August on ly. High sales due to reg ional Mi n i-Games event. 

Sou rce : Women's Deve lopment Centre 
Department of I nternal Affai rs ,  
Government of the Cook Islands 
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The handicraft sector i s  another sector distinguished by different generational 

capacities among the  establ ishments that comprise it. Both large and s mall 

operat ions h ave re l at iv e ly h i g h  R IGs whe n  compared with othe r  secto rs . 

However, the smal l  operations  have a far g reater abi lity to generate both local 

i ncome and e m p l oy m e nt o ut of tou r ist e xpend i tu re than do th e i r  l a rg e r  

counterparts ( Ibid . ) .  

Profile of  a Private Handicraft Enterprise 

Is land Craft , the o ldest h andic raft store , i s  private ly owned by a fami ly who 

have been produci ng items  for sale even before there was a tourism i ndustry. 

Founded in 1 945 by t h e  p resent owners' parents, it was not a big busi ness 

until afte r the opening of the  i nternational ai rport in 1 97 4. lt is presently owned 

equally by a husband and wife team who have now been i n  the bus iness for 

over 25 years . The wife runs  the retai l part of the business,  while the h usband 

manages the handicraft p roduction factory. lt is  totally se lf-financed and the 

va lue  of t he  o r i g i n a l  i nv e st m e nt was o n ly $200 when  the wi fe 's  f athe r  

established the business i n  1 945. Cu rrent sales now approximate $250,000 a 

year. 

Island craft operates its own p roduction factory and employs approximately 1 5  

men who carve the  woo d  i tems .  Is land C raft has revived many forms of 

traditional art, i ncludi ng rep l icas of rel ig ious figures,  staff gods, wooden bowls 

and several diffe rent types of t raditionally inspi red shel l  necklaces. 

Island Craft Ltd is the larg e st commercial handicraft operation which combines 

manufacturi ng  and retai l  se rvices.  A lthough this p roduction  is less  l abour  

i ntensive because the  carv i ng factory i s  h igh ly mechanized , Is land C raft i s  

locally owned , therefore p rofits remain within the country. 
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Reasons for the success of Island Craft are : 

A g o o d  reta i l l o c at i o n  i n  t h e  ce nt re o f  town with an  e stab l i shed 

reputatio n ;  

A good re lationship between the manufacturing and retai l ing sections of 

the e nterprise ; and 

A good  control over fi nancial affai rs through financial advisory services 

from a private accounting fi rm (Field Survey 1 985) . 

Tourjsm is  now providing a good market for traditional handicrafts i n  the Cook 

Is lands. The real chal lenge wi l l  be whether p roduce rs can keep u p  with the 

demand, m aki ng h igh qual ity , attractive items, and whether they wi l l  be  able to 

obtai n  the raw mate rials needed to produce them .  

Whi le product ion o f  Cook Is lands handicrafts is  quite good , it may be  useful to 

review the t raditional art of the Cook Islands to identify some forms that are not 

being produced but fo r which there could be a place i n  the tourism market. 

Constraints on Handicraft Industry 

T h e r e  a r e  s e ve ra l  co n st ra i nts e n co u nte re d b y  t h e  hand i c raft  sector .  

Transportat ion  p roble ms i nclude inadequate cargo space for exporti ng goods, 

i nadequate h arbo r faci lities for cruise ships, and i nsufficient flights. Social and 

cultural ob l igati ons also are a constrai nt on the busi ness. There is a lack of 

ski l led workers and personne l ,  especially trained wood carvers. 

Accord i n g  to hand ic raft e ntrepre neu rs ,  Gove r nm e nt cou ld  he lp  m o re by 

waiving  levies ,  and providing more i ncentives for manufacturing. 



1 8 7 

. The supply of i ndigenous  mate rials needed for the fabrication of handicrafts is 

a serious prob l e m  o n  R arotonga .  Already most of t he  materials  used fo r 

weaving and carving are be ing imported from the outer islands. Some of the 

wood used for carvi ngs i s  even i mported from New Zealand. One reason for 

this is that these material s ,  such as pandanus, are not looked upon as a cash 

crop by the people o r  the  g overnment Agriculture Department. Producers are 

relying on exist ing stocks and are not replanti ng the needed trees. 
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CHAPTER 7: G O V E R N  M E N T A L  S U P P O R T F O R  P R I V ATE 

S EC T O R  D EVELO P MENT A N D  COOK I S LANDS 

ENTREPRENEURS 

T h i s c h apt e r  rev i e w s  g ov e rn m e n ta l  s u p p o rt f o r p r i vate s e cto r  

development and Cook is lands entrepreneurs. l t  explains the role of the 

Cook is lands Monetary Board , and presents an in -depth analysis of the 

Cook I s lands Deve lopm e nt Bank (C I D B)  which is t he deve lopm ent 

fi nanci ng institution in the Cook is lands. Thi s is important because the 

C I D B  h as p rovided most of the fu nds to ent re pre neu rs i n  the Cook 

Is lands and has contributed to the stimulation of economic g rowth in the 

private sector. 

I n trod uction 

Si nce 1 978 the Cook Is lands Government has p layed a crucial role in 

p ro m ot i n g  t h e  g rowth o f  t h e  p r ivate secto r ,  i nc l ud i n g  s mal l-scale 

i nd igenous  e nterpri ses .  Th is support i ncludes t he  provis ion  of basic 

i n f rast ructu re deve l o p m e nt ,  such as water ,  powe r, roads , ai rst ri ps ,  

te lephones and other  forms of communication .  

Key in itiatives in  private sector deve lopment include the estab l ishment of 

t h e  C o o k  I s lands  D eve l o p me nt Bank as a so u rce of deve lopment 

fi nance ; leg islat ion p rovidi ng fo r a vari ety of investment i ncentives and 

re lated forms of assistance ; and efforts to strengthe n  train ing . I n  addition 

the taxation system was revised to produce an attractive fiscal climate for 

the business community. 
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Investment Incentives 

The  D e ve lo p m e nt I nv e st m ent  A ct ( 1 977 )  a n d  t h e  acco m pany i n g  

Investment Code are important i nvestment i ncentives. 

The purposes of the Act are as fol lows : 

(a) to promote , foster ,  and assist the e stabl ish ment of busi ness 

activit ies and e nterprises generally in the Cook Islands ; 

(b) to faci l i tate the channe l ing of i nvestment i nto those fields of 

busi ness activiti es that wi l l  make the best use of resources ,  

consistent with national deve lopment and investment pol icies;  

(c) to regu late and  control the d i recti o n ,  extent ,  and scope of 

forei gn i nvestment ;  

(d)  To faci l itate the part ici pat ion of local  perso ns i n  investment 

and in the owne rsh ip ,  managem e nt ,  and co ntro l of  fo re ig n 

enterprises;  

(e) to identify activit ies and enterprises that wi l l  achi eve these 

pu rposes. 

T h e  I n vest m e nt Code  p rov ides  t h e  g e n e ral c riteri a by which 

· e nte rp r i ses  wi l l  be evalu ated  and  t h e  p ri o ri t i e s  attac h ed by 

g ove rn ment to i nvestment in particu lar areas. The code outl ines 

g u i de l i n e s  w h i c h  i nc l ude  e n co u rag e m e nt o f  t h e  c re at i o n  o f  

desi rab le  new e nte rprises owned or control led by  Cook Islanders 

(Cook Is lands Mao ris and permanent residents) . 
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Specific e nterprises and activities listed in the Code as be ing e l ig ib le for 

i ncentives and concessions include : 

commercial manufacturing ana processing of local handicrafts and 

artifacts ; 

t h e  e stab l i sh m e nt of new,  o r  the expan sion of ,  e x i st i ng  tou ri st 

support faci l it i e s ,  e specially quality restau rants and n ig ht c lubs ,  

f i sh ing  and cru ise  charte rs , and other special ity v is it o r  faci l i t ies ,  

p rovided these h ave fi rst been approved by the CIT A.  

The i ncentives and concessions that are avai lable are : 

tariff p rotectio n ;  

i m p o rt d uty a n d  l evy co ncess ions  o n  capita l  i t e m s  a n d  raw 

materials ; 

tax i ncent ive s :  fu l l  or  part ial concess ions for u p  to f ive y ears ;  

recruitment of ski l led local persons domici led ove rseas of  1 20 per 

cent al lowable expenditure ;  and costs of counterpart t rai n ing up  to 

200 per cent of di rect cost of training ; 

depreciation al lowances on commercial , agricultu ral ,  l ivestock and 

fish ing projects ,  and other approved projects; 

res idence pe rm its free of charge  for up to t h ree y e a rs fo r  key 

personne l  of an approved enterprise; and 

approval of leases for approved enterprises. 

Appl icati ons  fo r the con cessions or incentives are mad e  t h ro u g h  t h e  

Monetary Board which was established in 1 98 1  under t h e  Cook Islands 

M o n etary Board Act . The Board ' s  major  f unct ion  i s  to eva l u ate 

appl ications fo r incentives offered by the Investment Act for f inal approval 

by c abi n et .  T h e  M o netary Board is a central body w h i c h  co n t ro l s 

fi nancial activities in the Cook Is lands. 
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Under  the Deve lopment I nvestment Act of 1 9 77, all fo re ig n e nte rprises 

who wish to carry on busi ness activities in the Cook Is lands are requi red 

to reg ister with th is Board.  The cu rrent Board's membersh ip  i ncludes all 

seven cab inet m i n iste rs p lus the secretary of the Monetary Board and 

Cabinet ,  g ivi ng a total of n ine members. 

The Mo netary B oard has developed a set of Pol icy D i rectives. The 

Di rectives concerning i ndigenous entrepreneurs and tourism are :  

That the  sale of shares or businesses fo r both fore ign  e nterprises 

and local e nterprises are to be adve rtised in the local n ewspaper to 

ensu re Cook Is lande rs are g ive n the opportu n ity to partici pate in 

fo reign busi nesses. 

In any sale of busi ness which holds deeds of leases ,  the re must be 

a conside ration of at least 1 per cent to benefit landown e rs .  

Landowners must also benefit ( in addition to  g rou nd re ntals) with at 

least 1 per  cent per annum of g ross turnover. 

T h at fo re i g n  e nte r p ri ses  are to be adv i sed  t h at g ov e rn ment 

considers it desirable for local participation i n  fore ign ventu res to be 

a minimum of one  th i rd of total shares. 

That Development Company Taxes of 5 per cent would be g ranted 

to the  fo l lowi ng  categ o ries of compan ies : ag ri cu ltu re re lated ,  

manufactu ri ng ,  tou rism ,  exports and Trust companies. 
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The Monetary B oard h as ·an an,nual expenditu re of $1 80 ,360 ( (estim ate 

for 1 990) ,  and has re'venues total l ing $1 .440 mi l l i on  ( 1 990) .  (Tab le  7 . 1 )  

Revenues to the Board were made up of $49 , 1 00 i n  fees and $1 ,384 , 1 00  

i n  l icences i n  1 988/89 .  The  l ice nce revenues we re co l lected fro m  the  

approximate ly 2 , 000 i nte rnational companies reg iste red u nder  t h e  Off 

shore Banking and I nsurance Acts. 

COOK ISLANDS D EVELOPMENT BANK 

The Cook Islands Deve lopment Bank Act of 1 978 (ame nded in 1 980 and 

1 9 84) took ove r the o p e rat ions  of the fo rme r Nat iona l  Deve lopm e nt 

Corporation. The Act specifies that :  

The Bank shal l  be a body corporate with pe rpetual successio n  and 

a co m m o n  seal  a n d  sha l l  be capable of acqui ri ng , ho ldi ng ,  and 

disposing of real and personal property , sui ng and bei ng sued and , 

subject to the provis ions of this Act , of doing  and sufferi ng all such 

other acts and th ings as body co rporates may lawful ly do and suffe r 

(Cook Is lands Deve l opment Bank Act , 1 978, Section ·3 [2] ) .  

The Bank was estab l i shed with an  authorised share capital o f  $4 mi l l i o n ,  

divided i nto four hundre d  shares each having a par value o f  $1 0 ,000,  and 

owned by the Cook Is lands Govern ment. Authori sed capital was fu rther  

i ncreased to $ 1 0 m i l l i o n  in  acco rdance wi th the  Act i n  October  1 9 86 .  

Total paid up capital t o  t h e  f i nancial year e ndi ng  31  March 1 989 was 

$4,231 ,994. 
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COOK ISLANDS MONETARY B OARD 
ESTIMATE FOR 1 990 

1 989-90 1 988-89 
ESTI MATE VOTED EXPE N DED 

EXPENDITURE:  

PERSONNEL 1 0 1 ,560 71 ,200 
Salaries 93 ,760 
Wages 5 ,500 
Allowances 2 ,300 

TRAVEL TRANSPORT & 
COMMUN ICATION 4 ,400 2 ,900 
Inter Island Trave l 900 
Communications 3,500 

MAINTENANCE OF PROPERTY 
& EQU IPMENT 20, 1 00 5 ,500 
Equ ipment, Tools ,  etc. 600 
Motor Vehicles 1 ,700 
Rental of Property & Equipment 1 7,800 

MATERIALS S U PPLIES & SERVICES 1 4,650 9 , 1 00 
Pri nti ng 3 ,500 
Electricity 6 ,000 

· Stores and Consumables 4 , 1 50 
Cateri ng 1 ,000 

OTHE R  OPE RATING EXPENDITU RE 2 ,550 3 ,000 
Adve rtising & Broadcasti ng 
Subscriptions 

CAPITAL 
Plant and Equipment 
Furnitu re and Fitt ings 
Office Equipment 

TOTAL EXPEND ITURE :  

REVENUE 

· Fees - Misce l laneous 
Licences 

TOTAL REVE N U E :  

1 00 
2 ,450 

37 , 1 00 0 
32 ,400 

1 ,000 
3 ,700 

1 80 ,360 9 1 ,700 

ESTIMATE ESTIMATE 

40 ,000 
1 ,400 ,000 994,800 

1 , 440 ,000 994,800 

41 , 800 

1 ,900 

4 ,700 

8 ,700 

6 ,300 

23 ,000 

86 ,400 

ACTUAL 

49 , 1 00 
1 , 384 , 1  00 

1 ,433,200 

Source: Cook  I s l ands  G ove r n m e n t ,  Treas u ry Depart m e nt ,  M i n i st ry of 
Fi nance , 1 989. 
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The CIDB i s  headed by a General Manager with a seven pe rson  Board of 

Di rectors appoi nted by the Minister of Fi nance . The General Manager is 

assisted by an Ope rations  Manage r  ( respons ib le  for lend ing activities) 

and an Accou nts M a n ag e r  ( respons ib le  fo r t h e  Bank ' s  accou nti ng 

systems) . There is also an Admin ist ration Manage r  who is responsible 

fo r adm inistrative se rvices ,  g ivi ng a total full time  staff in Rarotonga of 

twenty-on e  (Figu re 7. 1 ) . In most of the oute r i s lands t he re a re agents 

who handle loan p rocedu res and process loan applications .  The is lands 

of the Southe rn G roup  a re visited regu larly by staff f rom Raroto nga, 

however, the Northern G roup islands are handicapped by i nfrequent air  

and sea transport. 

The function of C IBD is to encou rage the economic develo p m e nt of the 

Cook Is lands by provid ing concessional fi nance and advic e  to p rio rity 

sectors---the ag ricu ltu ral , commercial and industrial sectors . 

The Bank provides a channel fo r concessional fi nance f rom g ove rnment 

and international agencies to sectors and projects that are conside red to 

be economically i mportant for the development of the Cook I s lands 

economy. Sometimes these projects are not able to attract fi n ance from 

the commercial  banking  sector and gove rnment is p repared to fi nance 

them on concessional  te rms because of thei r wider economi c  benefits 

(Crocombe,  1 990) .  Although the C I DB's loan portfol io i s  larg e ly m ade up 

of low-i nco m e  h o u s i n g  and sho rt term loan s for ag ric u l tu re , it a lso 

includes the tou rism secto r. The commercial banks also service tou rism 

developments. H oweve r, G lOB 's  i nte rest rates a re lower a nd/or terms 

and conditions are more favourable .  Loans in excess of $5,000 must be 

approved by the Board ;  however, the General Manager  is autho rised to 

approve loans u nder $5,000.  
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The activi t ies of C I B D  expanded in 1 980 to i nclude ope rati o ns o f  the  

Housing Corporation by p roviding finance fo r housing purposes. 

In  December 1 986 the Bank further extended its services to a Bureau de 

Change operati on  at Rarotonga Inte rnational A i rpo rt and at the Bank 

itself. Since C IDB's estab l ishment, i t  has made four equity i nvestments. 

Although the C IDB  Act p rovides fo r an active ro le in project development 

and project p romotion ,  these activities have not been a sig nificant part of 

CIDB's ope rations which have been main ly restricted to the provis ion of 

loans. 

The C I D B  is fu nded by the Cook Is lands Government ,  New Zealand 

Government,  and Austral ian International Deve lopment Aid Bureau,  and 

bo rrows f ro m  the Westpac Bank ($1 mi l l ion ) ,  the Post Office S avings 

Bank (POSB) ,  the New Zealand Deve lopment Finance Corporation  ( now 

in receiversh ip) and the Asian Deve lopment Bank (ADB) . 

Some i nsu rance co m panies have provided investment fu nds for C IDB.  

C IDB also operates savi ngs accounts for  clients and takes in  i nvestment 

funds for short and medium terms . I n  addition ,  C IDB's i nternal cashflow 

provides an i ncreasing major funding source for lending . 

A loan from the Cook Is lands Post Office Savings Bank was secured i n  

May 1 988 to assist with the fi nanci ng of the new CIDB office bui ld ing on 

Rarotonga. The loan is secured by a fi rst mortgage over the C I D B  office 

bui ld ing .  The bu i ld i ng  p roject cost ove r $2 mi l l ion and i s  t h e  largest 

si ng le project u nde rtake n by the Bank. The bui lding is rented out to a 

vari ety o f  co m m e rc ia l  c l i ents i nc lud ing the ANZ Bank and  N at iona l  

I nsurance Company. The  C IDB itself is  sti l l  housed i n  a g ove rnment 

bui lding. 
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The Cook Is lands becam·e a member of the Asian Development Bank 

(ADB)  in 1 976 and in ·1 982 obtai ned a US1 .5 mi l l ion l ine of credit for use 

by C I DB to fi n ance le ndi ng activiti es .  A seco nd l i ne  of c redit for  $2 

mi l l io n is currently bei ng negotiated. 

Tab le  7 .2 shows the funding requirements and possible funding sou rces 

fo r the  period 1 988 to 1 990.  Table 7.3 shows sou rces of funds for CIDB 

for  the years 1 985 to 1 988.  

The p ri ncipal o bjective of the fi rst ADB loan to C IDB was the provision of  

fi nancial resou rces to CIDB for on-lending to projects with developmental 

featu res. 

This o bjective has been ach i eved with an acceptable leve l of success. 

The ADB loan p roject's secondary objective was the provision of support 

fo r t h e  estab l ish ment of C I DB as an effective and viable development 

fi nance institut ion .  However, it is clear that this objective has not been 

met .  Ove r the fi rst li n e  of credit period , the C IDB has not significantly 

advanced its i nstitutional capabi lities (Asian Deve lopment Bank, 1 990) .  

The n ew U S$2 mi l l ion second l i ne of credit with ADB is expected to be 

approved befo re the end of 1 990. If this l ine of credit is made avai lable ,  

t he re wi l l  be funds avai lab le for on- lending pu rposes o n ly --- n ot fo r 

refi nancing pu rposes. As a cond ition to receivi ng the new l ine of credit , 

the ADB is requ i ring that the CIDB undergo a programme of i nstitutional 

strengthen ing .  The CIDB has recently introduced a computerised system 

of accounting which wi l l  enable submittal of quarte rly reports to ADB on a 

time ly basis.  

Another specified condition  is that the Bank is to work toward becoming a 

se lf-sufficient ,  viable entity with a view to making profits. 
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TAB LE 7.2 
COOK ISLAN DS D EVELOPMENT BANK: 

F u n d i n g  R e q u i rements and P o ss i b l e  F u n d i n g  s o u rc e s  1 988  to 1 990 
(NZ'OOO) 

1 987/88 1 988/89 

PROJECTED LENDING : 

Ag ricu ltu re , I ndustry & Commerce 1 ,980 2 ,449 

Housing 878 922 

Operating Deficits 

Total Funding  Required 2 ,858 3,371 

ANTICIPATED AND CONFI RMED FUNDS :  

Cashflow 990 1 , 1 38 

NBNZ Ltd C redit Li ne 67 67 

ADS Credit Line  500 1 ,500 . 

Cook Islands G overnment 250 250 

Total Avai lab le Funds 1 ,807 2,995 

Projected shortfa l ls  1 ,051 41 6 

Source: Cook Islands Government, Min istry of Planning and 
Economic Development, 1 9 88. 

1 989/90 

3,030 

1 ,060 

4 ,090 

1 ,31 0 

67 

1 ,500 

250 

3,1 27 

963 



1 9 9  

TAB LE 7.3 
COOK ISLANDS D EVELOPM ENT BANK: 

Sources of funds 1 985-86 - 1 987-88 (NZ$'000) 

SOURCE B Y  S ECTO R  1 985/86 1 986/87 1 987/88 

Ag ricu lture ,  I n dustry & Commerce 

- Government of the Cook Islands 7 

- New Zealand Government 220 

- Austral ian D evelopment 
Aid Bu reau 

- ADB Line  of Credit 

- I nsurance Companies 

- Cashflow - deve lopment 

- commercial 

Sector Totals  

Housing 

606 

20 

652 

832 

1 505 

1 00 

1 86 

952 

2070 

- Government of the Cook Is lands 1 50 1 50 

- National Bank Li ne of Credit 1 33 

- ADB Line of  Credit 

- Cashflow - deve lopment 

- commercial 

Sector Totals 

OVERALL TOTALS 

260 

535 

795 

2300 

79 

645 

1 248 

21 22 

41 92 

1 00 

309 

950 

1 35 9  

2 8  

732 

1 043 

2402 

Source:  Cook Is lands Government, Min istry of Plann ing and 
Economic Development, 1 988. 
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I n  Septe mber  1 986 fhe C I B D  successfu l ly negotiated a U S$1 .0 mi l l ion 

Line of Credit faci lity with the Deve lopment Fi nance Corpo ration  (DFC) of 

New Zealand fo r further assistance towards its lending activities. 

I n  the past the Bank has offered long-term loans to meet worki ng capital 

needs in ag ricultu re ; long te rm loans fo r the purchase of fixed assets and 

equity ownersh ip i n  commerce and i ndustry ;  and long term loans for the 

construction ,  extension ,  completion  or renovation of houses. 

At the present t ime the C IDB no longer provides funds fo r new housing 

deve lopment ,  but wi l l  o ffe r l oans  to ex ist ing hous ing c l i e nts o n ly to 

renovate or extend the ir  h omes. 

The Bank is in the process of establ ish ing a more balanced po rtfol io with 

a ratio of 40 per  cent fo r ag r iculture , 40 pe r cent fo r co mmercial and 

industrial purposes, and 20 per cent fo r tou rism development.  

In o rder to improve the qual ity of  its loan portfol io ,  the CIDB also plans to 

set up a busi ness advisory service to assist cl ients in various aspects of 

business deve lopment,  i ncluding marketing advice. The Bank is seeking 

technical assistance f ro m  ADS fo r this service. 

Sectoral Distribution of Loans 

Of the $1 , 1 78 , 294 total loans approved in 1 984-85, $849 ,372 was given 

to the industri a l  and co m me rcial secto r, covering 24 loans (Table 7.4) .  

Of t h i s  f i g u re ,  t h e  t o u r i s m  i nd u st ry re ce ived t he  la rg e st amoun t  

($608 ,924) , spread ove r 9 loans. 
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TABLE 7.4 
COOK ISLANDS DEVELOPMENT BANK 

NON HOUSING LOAN APPROVALS BY INDUSTRY G R O U P/TYPE 

A :  LENDING TO AG RICULTURE & FISHING: 

1 98 6/1 987 1 985/1 986 1 984/1 985 
N o .  Amount No . Amount No. Amount 

Market Garden ing 64  205,332 53 1 98,61 2 32 89 ,200 

Copra 37 1 29 ,254 32 87 ,273 

Fishing 47 1 31 ,824 20 81 ,307 20 67 ,230 

Pearl Shel ls · 7 1 5 ,544 3 1 4,685 

Citrus (SSA) 1 9  29,389 1 1 ,400 

Bananas 82 1 5 ,444 

Orcharding 1 500 

P ineapples 6 1 3 ,080 1 8  5 , 1 90 

Starch 

Livestock 3 48 ,000 

Total 1 1 8 352 ,700 1 35 451 ,642 1 9 1 328 ,922 

B : LENDING TO IND USTRY & COMMERCE 

Tou rism 5 1 48 ,500 1 3  244,309 9 608 ,924 

Transportation 7 83,954 1 244 ,309 5 49 ,487 

Other  Services 1 1 3 ,000 2 26 ,990 

Comme rcial 
Operations 33 386,622 8 44 ,545 6 1 1 6 ,99 1 

I ndustrial 
Operations 4 44 ,840 2 46 ,980 . 

Total 45 6 1 9,076 27 361 , 1 94 24 849 ,372 

TOTAL OF A & B 1 63 971 ,776 1 62 81 2 ,836 2 1 5 1 , 1 78 m* 

Note:  * mi l l ion 
Source : Cook Is lands Deve lopment Bank, 1 989. 
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Of the $971 ,776 total loans approved i n  1 986/87 , t h e  total g iven t o  the 

co m m e rc i a l  a n d  i n d ust r i a l  secto r h ad b e e n  red uced to  $6 1 9 , 076 , 

coveri ng 45 loans. Tourism received o n ly $1 48,50 0 ,  spread over 5 loans 

(Table 7.4) 

With  t he  cont i n u ed g rowth in tour is m ,  by 1 9 8 9  t h e  co mmerce sector 

(pri ncipal ly tour ism projects) was the  largest recip ient of loan proceeds 

with 4 1 . 1  p e r  c e n t ,  or $6 1 6 ,0 0 0 .  Th i s was f o l l owed by ag ricu l tu re 

projects receiving 27.0 per  cent, housing projects 1 9 .2 per cent and the 

i ndustry and service sectors a total of 1 2 .7 per ce nt (Asian Development 

Bank, 1 989) .  

Size Distribution of  Loans 

Loans were fai r ly even ly  distributed betwee n  large and smal l  with 25.4 

per cent go ing to loans over $50 ,000 and 1 7.4 per cent to loans of less 

that $2 ,500 .  Loans of ove r $5 ,000 accou nted for 6 1 . 9  per cent of the 

loan and 1 1  loans were above the $20 ,000 free- l i mit. There are a large 

number of s mal l  bo rrowers in CIDB's portfo l io ,  with 204 of the 342 loans 

under $2,500. Most of these small loans were for ag ricu lture projects . 

Geographic and other Distribution Criteria: 

Whi le  p rojects o n  the mai n is land of Rarotonga received 64 per cent of 

t h e  l oa n  p ro c e e d s ,  1 3  p e r  cent was rece ived  by Aitu taki , w i th  t h e  

re main i ng 2 3  p e r  cent  d istributed ove r t he  oth e r  1 1  is lands (Table 7.5 

and 7. 6 ) .  T h i s  g e o g raph ic  d ist ri bu t i o n  ad e q u ate ly m eets the A D B  

project's o bject ive o f  p ro moti ng the  deve lopme nt o f  the  oute r is lands. 

New projects (as opposed to expansion projects) uti l ised 45.0 per cent of 

the loans. 
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TABLE 7.5 
COOK ISLANDS DEVELO PMENT BANK 

A Comparison of  Amount o f  Loans by Location  

1 985/86 1 986/87 1 987/88 

NO. % NO. % NO. 0/o 

Raro/ 
tong a 52 32. 1 87 2 .7 87 64.00 

Aitutaki 44 27.2 35 21 .2 1 8  1 3.20 

Mangaia 8 4 .9  3 1 .8 5 3 .70 

Atiu 1 . 6  1 . 6  6 4 .4  

Mauke 22 1 3.6  9 5.5 2 1 .5 

Mitiaro 0 0 7 4.2 4 2 .9  

Penrhyn 1 6  9 . 8  6 3.6 2 1 . 5 

Raka/ 
hang a 5 3. 1 4 2.4 1 . 7  

Manah iki 4 2 .5  4 2 .4  3 2 .2  

Nassau/ 
Pukapuka 1 0  6 .2  9 5 .5  7 5. 1 

Palm e r/ 
ston 0 0 0 0 1 . 7  

TOTAL 1 62 1 00.0 1 65 1 00.0 1 36 1 00.0 

Source: Cook Is lands Government, Ministry of P lanning and 
Economic  Development, 1 988. 
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TABLE 7.6 
COOK ISLANDS DEVELOPMENT BANK 

Comparison of  Amount of Loans by Locat ion (NZ$'000) . 

1 985/86 1 986/87 1 987/88 

AMT % AMT % AMT % 

Rarotonga 29 1 .0 35.8 736.6  75.8 1 1 76 . 8  89 .80 

Aitu 357.3 40.0 1 59 . 1  1 6 .4 58.2 4 .40 

Mangaia 1 7. 1  2 . 1  5 .5  . 6  23 . 1 1 . 8 

Atiu .3 0 . 6  0 . 6  5 . 4  

Mauke 26.6 3 .3 1 0.4 1 .0 6  5 .4  

Mitiaro 0 0 5 .9 .6  2 . 8  .2  

Penrhyn 63.3 7.8 1 0 .6 1 . 1  5 .7  .4  

Rakahanga 20 .7 2.5 1 1 .8 1 .2 3 .6 .3  

Manihiki/Nassa 1 4 .4 1 .8 2 .7  6 .3  5. 2 . 4  

Pukapuka 21 .8 2 .7  28.2 3 .0  23 .5  1 . 8 

Palmerston 0 0 0 0 1 .8 . 1  

TOTAL 812.5 1 00.0 971 .4 1 00.0 1 31 0  .. 7 1 00.0 

Source:  Cook Is lands Government,  Ministry of P lanni ng  and 
Economic Development, 1 988. 
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This proportion  is  unusual ly h ig h for the  South Pacif ic, and ref lects the 

new tou rism i nvestment that has taken p lace in the Cook Is lands during 

the 1 980s. 

Most of the loans had m atu rit ies  of over f ive years , accou nti ng for 75.3 

per cent of the uti l isat io n .  This d istribution meets the project's objective 

of providing term finance for p roduction  i nvestment. 

The i nterest rates cu rrent ly charg ed for commercial/industrial projects in  

Raroto nga i s  1 1 - 1 3 p e r  c e nt , wh ich i s  lowe r than the  commercial rate 

(Table 7 .7) .  Apart from 1 982/83 when the C IDB made an operati ng profit 

($6,7 1 4) ,  the Bank has shown an annual  operati ng loss which reached a 

h igh of $461 ,738 i n  1 984/85 and  was $1 81 ,695 i n  1 986/87 (Table 7 .8) .  

Repayment Status of  L oans 

Of the total C IDB fi nanci ng of $2.9 mi l l i o n  disbursed to loans of $5 ,000 or 

more between  the beg inn ing  o f  1 983 and January 1 988,  $0 .8  mi l l ion (28 

p e r  cent )  had been repaid . T h i s  l ow recovery rate shows substanti a l  

reschedu l ing of  loan repay m e nts. At l east 1 0  of the 52 loans had been 

rescheduled. However, due  to the  inadequacy of the C IDB's accounting 

system and lack of accu rate l oan f i les, the extent of the reschedu l ing was 

not clear. 

The actual arrears situatio n  fo r the  loan portfo l io by December 1 988 was 

re lat ive ly good ,  with o n ly n i ne of t he  52 loans i n  arrears and on ly four 

with arrears of over 1 2  m o nt hs .  O n e  project , the Akitua Deve lopment 

Company (now Aitutaki Lag o o n  H ote l ) , accounted fo r $ 1 08 ,000 of  the 

t ota l  arrears of  $ 1 4 6 ,0 0 0 .  T h i s  p roj ect ,  which is  a resort project on 

Ai tutaki , had i ncu rred  e x t e n s i ve  cycl one  d amage  in 1 9 87 and had 

encounte red a dispute with l ocal land-owners.  
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TABLE 7.7 
COOK ISLANDS DEVELOPMENT BANK 

Interest Rates Charged (1 988) 

Sector Location Rates (%p.a) 

Com me rcial/ Industri al 
/Services Outer Islands 1 0- 1 2 

Rarotonga 1 1 - 1 3  
Ag ricu ltu re ( i ncludes 
Agro-Outer Is lands 
I ndustry)  9 
Fu l l  ti me operations Rarotonga 1 0  
Part time operations Outer Islands 1 0  

Rarotonga 1 1  
Rarotonga 3 

Managed Funds : 

Housi n g  
-Low Cost Rarotonga 9 
-Low cost Outer Islands 8 
-Standard Rarotonga 1 3  
-Standard Outer Islands 1 2  

S o u rce : C o o k  I s lands  Govern ment ,  M i n i st ry o f  P lan n i ng and  Econom ic  
Deve lopment,  1 988. 

TABLE 7.8 

Years 

1 981 /82 
1 982/83 
1 983/84 
1 984/85 
1 985/86 
1 986/87 

* Operating Profit 

COOK ISLANDS DEVELOPMENT BANK 
Annual  Operating Loss 1 981 -1 987 (NZ$) 

25 ,068 
6 ,7 1 4* 
1 4,294 

46 1 ,738 
6 ,742 

1 8 1 ,695 

S o u rce : Cook  I s l ands  Gove rn m e nt ,  M i n i st ry  o f  P la n n i ng and  Econom ic  
Development,  1 988 
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The total assets o f  the Bank have increased steadi ly from $5 ,520 ,000 on 

31 March 1 986 ,to $9 , 1 92 ,000 on  31 March 1 988, and to $1 0 ,2 1 5 ,79 0  on  

3 1  March 1 989 (Cook Is lands Development Bank, 1 989) .  

The  i nc re as i n g  a rr e a rs , u n p rof i tab l e  o p e rati o n s ,  and  s ho rt fa l l s  i n  

Gove rn m ent 's  re i m b u rsem ent  o f  C I B D's losses had adve rsely affected 

CIDB's l iquidity to the  extent that the Bank ceased approvi ng  new loans 

aft e r  O cto b e r  1 98 7 .  T h u s ,  t he  B a n k  was no l o n g e r  p e rfo rm i n g  i ts 

developmental  funct ions .  The l iquidity situation was further  compounded 

by the d ec is i o n to construct an off ice bui lding wo rth  $2. 2 m i l l i on  with 

f inanci ng f ro m  C I D B  cashf low of $1 .07 mi l l ion ,  $627 ,000 fro m the Cook 

Islands Government ,  and Loan Fi nanci ng of $500 ,000. 

The new thre e-storey C I D B  bui ld ing in downtown Avarua h as now been 

co m p l e t e d ,  a n d  C I D B  h as re nted t h e  tota l  f l o o r  space  to  seve ra l  

busi nesses i nc lud i ng  the ANZ Bank, Nat ional I nsurance , Stars Trave l ,  

the Monetary Board and seve ral retai l stores. 

I n  the 1 987/1 9 8 8  p e riod ,  208 loan appl icat ions with f i nanc ing total l ing 

$2. 1 m i l l i o n  w e re approved .  This amount was 1 7  per cent be low the 

previous y ear. D u ri ng t h e  same per iod,  67 per cent of the new loans 

were for p rojects in  Rarotonga. 

Du ring t he  1 988/89 f inancial year,  total portfolio decreased to $7. 1 mi l l ion 

from its p revio u s  year level of $8.3 m i l l ion ,  i nd icati ng a decrease of  1 4  

per cent. The loans are d istri buted to the fol lowing sectors :  

Hous ing 

Agricu ltu re 

66.7 per cent 

5 . 1  per cent 



I ndustria i/Commercial 

Other  
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27.8 per cent 

.4 per cent 

The 1 988/89 C I D B  An n u al Report reported a n et profit f o r  t he  year of 

$274 ,933.  Th is  i s  the f i rst t ime i n  its 1 0  year h istory that t he  Bank  has 

shown a posit ive operati ng  result. 

Thi s tu rnaro u nd was a r�su lt of a vigorous effort to fo l low-up  o n  arrears ,  

tog et h e r  w i t h  p o s i t i ve  s u p p o rt p rov ided by t h e  G o v e rn m e n t .  An  

ag reement was reached whereby Government ag reed to:  

p u rchase in fu l l  the  Bank's total investment i n ,  and loans to , 

t he  Aitutaki Resort Hotel Ltd (now Aitutaki Lagoon  H ote l )  and 

re i m b u rse  t h e  Bank's accumu lated losse s as at 3 1  March 

1 988 .  

I n  re t u rn t h e  B a n k  ag r e e d  t o  a p p ly the p roce e d s  o f  t h e a b ove 

transacti ons  towards the reductio n  of  its obl igat ions to G overnment in  

respect of the Asian Deve lopment Bank l i ne  of credit. 

Management and Organisational Structure 

The compositi on  of the Board of Di rectors has changed comp lete ly since 

1 981 when  the f i rst Board was appoi nted. This unusual ly h i gh  turnover 

was caused by  two changes  o f  G overnment du ri ng  t he  p e ri od .  Th is 

turnove r of D i rectors " raises the p rospect that official i nterfe rence with in  

CI DB's operat io ns  may h ave occu rred and provides a stron g  i ndication 

that the Gove rnm e nt has not provided a h igh priority to the mai ntenance 

of a sound com mercial condition within CIDB" (Asian Deve lopment Bank, 

p .7 ,  1 989).  
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S e n i o r  m anagement has· also suffe red fro m  d isru pt ions over the last 8 

years. N ew Zealand aid provided two expatri ates as General Manager 

u nt i l 1 98 7  when the l ast of  th ese departed. A Cook Is lander with a 

b anki n g  b ackground was appo inted.  U n fo rtunat e ly however h e  d ied 

soo n afte r taking up the position .  Since then a sen ior  C I D B  staff member 

with appropriate trai n i ng  and experie nce has been serving as General 

M anage r. At the present  t i me  1 3  posit ions with in  the bank are vacant, 

i nc lud i ng  the  key manage ment posit ions of Deputy G e n e ra l  Manager, 

Admin istration  Manager  and Trai n ing Officer ( Figure 7. 1 ) .  

Relationship with the Government 

T h e  G ove rn m ent e x e rc ises  g e ne ra l  co ntro l ove r  C I D B  t h roug h the  

fo l lowing p rovisions: 

The Government may,  from t ime to time ,  give C IDB in  writi ng 

such general d i rect ions as i t  t h i nks fit as to the po licy to be 

fo l lowed by C IDB in  the exercise of  the functions of powers of 

C IDB ;  

A l l  di recto rs o f  C IDB are appointed by  the G overnment; 

C I D B  sha l l  sub mit to t he  Gove rn m e nt with i n  t h ree m onths  

afte r  t h e  end  o f  each f i n anc ia l  y e ar ,  a rep o rt  o n  C I DB ' s  

operations ,  i nc luding a n  annual statement o f  its accounts for 

the year. 
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Although the ADB concedes that the Act provides for suitable autonomy 

for C I DB i n  i ts  o p e ratio n s ,  "som e  aspects of t he  re lationship between  

C I D B  a n d  t h e  G o v e rn m e nt d u ri ng rece nt  y e ars i nd i cate t h at an  

appropri ate  l eve l  of  auton o m y  may no t  have been  mai ntai ned" (Asian 

Deve lopment Bank, 1 989 ,  p .8 . ) .  The construction  of a $2.2 mil l ion C I D B  

bu i ld ing  was f i nanced m ostly fro m C I D B ' s  cash f low, which detracted 

s ig n i f icant ly f ro m  the re sou rces t hat C I D B  h ad avai lab le  fo r l end i ng  

purposes.  The  po l it ica l  d ec is ion made at the t ime to fund the bu i ld ing 

"may have u nd u ly i nf luenced the CIDB to make an investment decis ion 

that was not i n  the  best i nterests of achievi ng C I DB's primary object ives" 

( Ibid . , p .8) .  

Lending Policies 

The CIDB issued its lending pol ic ies i n  March 1 987. Section C deals with 

the activit ies of the Bank which provide the fo l lowi ng :  

F inancial assistance i n  the form of loans , equity invest m e nts 

and  g u arant e e s  and ,  when  approp ri ate and funds pe rmit ,  

r e f i n a n c i n g ,  i n to  fo r e s t ry ,  f i s h i n g ,  m a n u fact u r i n g  a n d  

processi n g ,  e ng i neeri ng ,  construct ion ,  transportation ,  power,  

tou ri sm ,  com m e rce and service industry activities; 

Advisory and refe rral services;  

Identificat ion and promotion of i nvestment opportunities .  

A s s i s t a n c e  i n  l o cat i n g  a n d  p l ac i n g  l oca l  a n d  f o re i g n  

i nvestments. 
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The Bank gives prio rity , both i n  terms o f  the  avai labi l ity o f  funds and in  

te rms  of lendi ng , to  projects i n  the fo l lowing sectors : 

housing 

f ishing 

tou rism 

m anufacturi ng 

agricu ltural activities 

C IDB has developed certain criteria when considering loan applicat ions. 

These criteria are : 

C I DB o n ly supports projects which are economical ly viable , 

technically feasible and f inancially sound. 

C I D B suppo rt i s  o n ly avai lab le  to  deve lop m e ntal  projects 

wh ich contai n one  of more of the fol lowing features :  

(a) D i rect contri but ion by the p roject to the economic g rowth of 

t h e  Cook Is lands as measu red by t h e  p roject 's local value  

added content; 

(b) export earn ings or  substitut ion of i m ports;  

(c) number of employment opportunit ies created ; 

(d)  use of i ndigenous raw materia ls ;  

(e )  location of the  project in  an  area requiri ng deve lopment ;  

(f) t h e  t rai n i ng and expert i se  wh ich  wi l l  be i mparted to Cook 

Is lands residents ; 
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(g )  local ownersh ip and management of  the p roject, i nc lud ing the 

purchase of a l l ,  or the control l ing part of, any existi ng project 

which would otherwise pass to fore ign ownersh ip ;  

(h )  eco logica l  and envi ronmental benefits ; 

( i )  provis ion o r  upg rading of housing. 

In  terms of e lig ib i l ity for C IDB  support,  the policy states that :  

" T h e  C I D B  wi l l  o n ly l e nd to p rojects t h at are not o w n e d  and 

contro l led by Cook I s landers on the basis that the C IDB l ending to 

total bor rowi ng by the  p roject may not exceed t he  rat i o  o r  l ocal 

equ ity to total equ ity of  the concern. (Cook I s lands Deve lopment 

Bank,  1 989 , p .9 ) .  

Fo r  e x a m p l e ,  t h i s  means t h at i f  a project has o n ly 30 per  ce nt l ocal 

owners h i p  or equ ity, the total amount loaned cannot exceed 30 per  cent. 

The po l icy further  states that within these limitations :  

(a )  Ass i s tance  i s  avai lab le  to co mpan i e s ,  part n e rs h i p s  and 

private individuals fo r new projects and for  the expansion and 

i m p rove ment of existing projects in the areas of  ag ricu ltu ral 

and commercial development. 

(b )  Assi stance is  avai lable to private individuals o r  fami l ies only 

fo r the construct ion of new houses and for the expansion and 

modernisation  of existing homes. 
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Whi le the C IDB  has g ranted loans to several hotel and mote l operations ,  

re stau ra n t s ,  t ra n s p'o rt at i o n  com p a n i es and  ot h e r  tou ri s m- re l at e d  

enterprises ,  i t  w o u ld appear  that i n  t h e  late 1 980s i t  i s  experiencing a 

di ff icu lt pe ri od .  A rece nt d owntu rn i n  the economy and the drop-off in  

tou rism arrivals have co ntri buted to the  i nabi l ity of  borrowers to make 

loan pay m e nts o n  t i m e .  U nti l th is  situatio n  improves in t h e  1 990s ,  it 

appears u n l ike ly t hat the  Bank wi l l  g rant any more s ign ificant loans for 

tou rism purposes.  

I n  1 98 1  the  C I D B  p rovided a loan to the Aitutaki Lagoon Hotel on  the 

is land of Aitutaki . As m e ntioned earl ie r  i n  th is  chapter ,  t h i s  luxury 25 

room resort was u nable  to meet its loan payments and by 1 985 the Bank 

was forced to take over majority ownership. 

This continued u nt i l  1 989 when the Cook Is lands Government ag reed to 

pu rchase t h e  reso rt f ro m  t h e  Bank .  The Govern ment is  now i n  the 

process of  se l l ing the hote l  to an Australian company, Randal l  Pacific. 

Advisory Services 

Part of the C I D B's activit ies is to provide Advisory Services . The Bank 

p rovides f re e  assistance to  persons i nqu i ri ng about the bank's lending 

faci l i t i e s ,  oth e r  s o u rces  o f  money (for exam p l e  P I I DS) and g e n e ral 

guidance i n  al l lend ing secto rs. 

The Bank also provides certain services on a charge basis. The normal 

charge o ut rate f o r  all services is $ 1 0 per  hour. Charges for t rai n i ng 

cou rses are based o n  a cost plus a small marg in basis. Although these 

services cove r al l  aspects of  the bank's activities (e .g .  housing loans) ,  

on ly those perti nent t o  the i ndustrial and commercial sectors wi l l  be dealt 

with here .  These i nclude : 
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account ing for  s mal l  busi nesses who are u nable to afford 

pub lic accountants. These are usual ly existi ng clie nts;  

assistance to appl icants fo r com me rc ia l  loans to  formu late 

the i r  p rojects, costs, cash f lows , etc. so that the standard of 

such applications fro m  the s mal ler borrower is up to standard ; 

p roduct i o n  and  s a l e  o f  m an u a ls o n  v a ri o u s  a s p e ct s  o f  

business; 

o rg a n i sat i o n  of t ra i n i n g co u rs e s  o n  b u s i n e s s  i ss u e s ,  

especially those where the Bank has expertise ; 

coordi nation of other busi ness cou rses where the Bank does 

not have the expertise. 

Other Domestic Financial Institutions 

The Cook Is lands Post Office Savi ngs Bank (POSB)  p rovides savings 

faci l i t i es  t h rough  post offices t h roughout the  Cook Is lands. The outer 

i s l a n d s  w e re p rev i o u s ly s e rv i ced o ri l y  by t h e  P O S B  u nt i l t h e  two 

commercia l  banks extended se rvices to  some o f  the outer i s lands. A 

g ood port i o n  o f  the  POS B's  bus i ness i s  receiv i ng re mittances f ro m  

ove rseas t h rough  postal o rders from re latives who have e m i g rated  to 

. N e w  Zea l a n d  and Aust ral i a . The P O S B  h as n ot p rovi d e d  l e n d i n g  

s e rvices i n  t he  past, but has rece nt ly e stab l i shed a loans d iv is ion to  

p rovide sma l l  personal loans fo r its customers. The POSB deposits a 

large proportion of its funds with the C IDB  and the commercial banks. 
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The West p ac Bank ing  Co rpo rati o n  estab l i s h ed a b ran ch  off ice on 

Rarotonga in  1 988, buyi ng out  the European Pacific Banking Corporation 

which p revio us ly  serviced the Cook I s lands. Westpac has also set up 

agencies in  Rarotonga and some of the outer islands. 

In additi o n ,  t he  ANZ Bank establ ished a branch office on Rarotonga in 

1 988,  and set up agencies in the outer  is lands, providing competition  (for 

the fi rst t ime i n  Cook Is lands banking history)  and improved services for 

bank custom e rs i n  the Cook Is lands. 

Both t hese Austral ian banks ope rate th roughout the South  Pacific and 

are expe rienced in the  un ique requi rements of banki ng in s mal l  Pacific 

Is land countries .  The expansion of thei r agency networks is expected to 

d ramat ica l ly i m p rove t h e  level of  banking services provided in a l l  the 

islands (Crocombe ,  1 990) .  

Seve ral l aw f i r m s  prov ide t rust f und  fac i l i t ies  whe reby t hey  receive 

depos its f ro m c l i e nts and i nvest these funds e i ther  loca l l y  o r  i n  New 

Zealand at h i g h e r  i nte rest rates than  the  com m e rc ia l  b
·a n ks p rovide. 

Some acco u ntants also p rovide fi nancing serv ices for h i re p u rchase 

consumer loans.  

The re is no n at i ona l  s u peran nuat i on  scheme ope rat ing i n  the Cook 

I s l a n d s .  l t  h as b e e n  s u g g e st e d  t h at s u c h  a s c h e m e  c o u l d  be  

implemented by CIDB,  along the  l ines o f  the  National Provident Fund of 

F i j i  (Croco m b e ,  1 990 ) . There are two majo r i nsu rance  companies 

o p e rati n g  i n  t h e  Cook I s lan d s ,  h o wever ,  they i nvest m o st o f  the i r 

insurance pre miums i n  New Zealand. 
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The ro le of the Cook Is lands Deve lopment Bank has been  crucial to the 

d e ve l o p m e nt of  i n dig e n o u s  e nt rep re n e u rs i n  t h e  Cook  I s lands by 

providing deve lopment financi ng to locals. 

I n  addition ,  the avai labi l ity of commercial banki ng services h as attributed 

to tremendous growth i n  t he  private secto r in the  Cook Is lands over the 

last 20 years. P rior  to the estab lishment of the fi rst commercial bank i n  

t he  Cook  I s lands i n  t he  l ate 1 960s ( i n i t ial ly t h i s  was a b ranch of  the 

N at i o n al Bank  of  N e w  Zea land which sold out to  E u ro p e an Paci f ic  

Banking Corporat i on  in  the e arly 1 980s) , com m e rcial banking was not 

avai lable  i n  the Cook Is lands. Some larger enterp rises enjoyed banking 

services in New Zealand ,  but the majority of the populat ion was l imited to 

savi ngs o n ly th roug h t h e  Post Office Savi ngs B an k, which then was a 

branch of the New Zealand POSB. 

lt has been suggested that the C IDB and the POSB should be  merged to 

p rovide  a local retai l d e pos i t  base to com p l e m e nt t h e  C I DB ' s  l oan 

services. (Crocombe,  1 990) . At the present t ime the  government-owned 

POSB accepts deposits at 3 per cent, deposits t hese fu nds at Westpac 

and receives 6 per  cent ,  and Westpac then lends funds to the CIDB at 

1 1 .5 pe r cent .  By  merg i ng C IDB and POSB, t he  gove rn m e nt wou ld be 

ab le  both to provide l oan  serv ices and accept de posits .  The merger  

would also save rep l icat ion  of administration costs , and improve banki ng 

s e rvices in t he  oute r i s l ands.  1t has been est imated that th i s  merger  

cou ld add as much as  $7 mi l l ion in  locally sou rced funds over three years 

(Crocombe,  1 990) .  
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PART I l l  

CHAPTER 8 FIJ I :  POLITICAL AND ECONOMIC DEVELOPMENT 

I n  Part 1 1  of t h i s  thes is  t h e  re lati o n s h i p  between  the tourism i ndust ry and 

i ndigenous entrepreneursh ip  i n  the Cook Islands was analysed. I n  Part I l l ,  the 

Fi j i  tour ism i ndustry and Fi j ian  i nd igenous entrepre neurship are subjected to 

s imi lar analysis .  

A Introduction and Background :  

The p u rpose of  t h i s  chapte r i s  to  review the  demograph ic  s ituati on i n  Fij i ,  

provide  some h istorical backg round on  Fij i ,  and review political and eco nomic 

development i n  the country. 

Of a l l  the d iffe re nt island cou ntries  and te rritories in  the Pacific, Fi j i  i s  perhaps 

the most i nteresting from t h e  po int of  view of the role of indigenous business 

and tou rism i n  national deve lopment.  

First , it is the second larg est cou ntry in  the region (after Papua N ew Gu i nea) 

and a f o rm e r  B ri ti s h  Cro w n  C o l o n y  wh ich became i ndependent i n  1 97 0 .  

Seco n d ,  i t  has  a large  I nd i a n  p o p u lati on  (approximately 49%) which was 

origi nal ly broug ht in as inde ntu re d  labourers to work in the sugar p lantat ions. 

The th i rd reason is that i n  1 987 Fij i  experienced major politica l ,  economic and 

social p rob lems with two coup  d 'etats in one year. This is  the f i rst ti me  any 

Pacific I s land country has experienced a mi l itary takeover of its government .  

Although  the reasons for the  coups are complex, one important reason was the 

lack o f  i nvo lvement of  F i j i ans i n  t h e  eco nomic  secto r, anothe r  was racial 

d ifferences. 



2 1 9  

I n  1 874 Fij i was ceded to Britain and the B riti sh  adm i n ist rators encouraged 

p lantation  agricu lture .  Between 1 879 and 1 9 1 6  I ndians were brought to Fiji as 

i n d e nt u re d  l ab o u re rs t o  w o rk i n  t h e  s u g ar p l an t at i o n s .  B y  t he  1 960s ,  

descendants of these I ndian i ndentured labourers m ade  u p  50 per  cent of the 

population ,  the largest s ingle ethnic g roup i n  Fiji . 

Si nce I ndependence fro m  the United Ki ngdom i n  1 970 , Fij i po litics have been 

dominated by the Al l iance Party who had mai ntained contro l  of the government 

for  1 7  years, except for a b rief peri od. I n  Apri l  1 987,  t h rough a general e lection 

fo r  t he  fi rst t ime  in Fij i  h i story ,  a government dom i n ated by I nd ians (with a 

Fi j ian , Dr. Ti moci Bavadra, as leader of the newly formed Labour  Party) won 

t he  majority of seats i n  the Parl iament. On May 1 4 , 1 987 ,  the Fij ian dominated 

army declared a mi litary takeove r and took contro l  of the g overnment.  

Afte r  e stab l i sh i ng an  I nteri m Gove rn ment ,  which att e m pted to d raft a new 

co n st itut i o n ,  t he  m i l i tary agai n were d issati sfi ed wi th  t h e  way t h i ngs were 

d eve lop i n g ,  and staged yet  anoth er  coup i n  October  1 987. The impact of 

these two coups was devastating economical ly. An  i mmediate impact was the 

d rast ic fa l l -off i n  touri st arrivals in  a year which was predicted to surpass al l  

p revious expectations. 

Fro m  a record h igh of 257,800 visitor arrivals in 1 986 ,  the number of visitors in 

1 987 p l u mmetted to 1 90 ,000 ,  a 26 perce nt decrease o n  the p revious year. 

The f ig u res would certai n ly have been wo rse ,  however, had the government 

and the ·tourism i ndustry not pul led together and structu red special packages at 

ve ry low rates which were p romoted i n  Austral ia and N ew Zealand to e ntice 

visitors back to Fij i .  

. .f 
I 
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The country of Fiji i s  made u p  of more than 300 is lands i n  the South Pacific 

with a total land area of 1 8 ,736 square ki lometres .  The two largest is lands are 

Viti Levu and Vanua Levu which also have the  most popu lation and have the 

main centres of .commercial activity. The capital of  Fiji i s  Suva on Viti Levu , but 

Nadi ,  Sigatoka, and Lautoka are the most important tourist towns,  and are al l  

situated on the weste rn side of Viti Levu where the c l imate is  drie r ,  sunn i er ,  

and more re l iab le  fo r tou rism.  Most of the i s l ands are smal l and scattered,  

creating communication  and transportation difficulti es.  -�� . 

B Popu lation, Labour  Force and Employment:  

Fiji has a relatively h igh  popu lation g rowth (2 .0  pe rcent i n  1 986) .  lt has grown 

from 259 ,638 i n  1 946 to 7 1 5 ,375 in 1 986. (Co le  et a l ,  1 988, p. 1 7) (Table 8 . 1  

and 8.2) . 

Fij i 's  popu lation  is  mu lti - racial . I n  1 986 49 pe r  ce nt of the population were of 

I nd ian descent, 46 pe r cent were of Fij ian eth n ic  o rig i n ,  and 5 per cent were 

Part Europeans, Europeans,  Chinese and other  P acific Islanders ( Ibid.) (Table 

8 .3) .  Approximately 41 per  cent of ethnic I ndians are u rba·n dwe lle rs ,  whi le 67 

per cent of eth nic Fij ians l ive i n  ru ral vi l lages,  some in iso lated areas remote 

from government faci l ities and services (Table 8 .4 ) .  

S i nce independence i n  1 970 , emigration has  been  a major  factor in  l imiting 

popu lat ion  g rowth . D e p arti ng e thn ic  I n d i a n s  o u t n u m b e r  the  n um b e r  of 

depart ing ethn ic Fij ians .  Eth n ic I ndians have h igher  levels of educati on and 

ski l l s  than Fi j ians and have been  accepted as i m mi g rants i n  Canada, the 

Un ited States, N ew Zealand and Australia. This p rocess of I ndian emigration 

has acce lerated si nce the coups of 1 987. 
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Table 8.1 

FIJ I :  POPU LATION GROWTH, 1 936-86 (per cent) 

Average annual growth rate 

Census Total Ethn ic  Ethnic 
population Fij ian Indian 

1 936-46 2.7 

1 946-46 2.9 

1 956-6 6  3.2 

1 966-76 2 . 1  2 .5  2.0 

1 976-86 2.0 2.4 1 . 7 

Source: Census Office , Bu lletin No.  20,  Suva, 1 987 

· Tabl e  8.2 
TH E POP U LATION OF FIJI,  1946-86 

Census d ate Total number 

02 . 1 0 .46  259,638 

26 .09.56 345,737 

1 2 .09 .66 476 ,727 

1 3.09 .76 588,068 

3 1 .08. 86 7 1 5,375 

Sou rces:  Census Office , Bul leti n No.20,  Suva, 1 987. 
Rodney  V. co le & He len Hughes ,  The Fiji Eco n o my M ay 1 9 87, 
A N U ,  1 988 .  
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Table 8.3 
FIJI 'S POPULATION BY ETHNIC ORIGIN, 1 901 -86 

Ethnic 1 901 Census 1 946 Census 1 966 Census 1 986 Census 
or ig in 000 % 000 % ·  000 % 000 % 

Fijian 94 78 1 1 8  45 202 42 329 46 

I ndian 1 7  1 4  1 20 46 241 5 1  349 49 

Other 9 8 22 9 34 7 37 5 

Total 1 20 1 00 260 1 00 477 1 00 71 5 1 00 

Source:  Bu reau of  Stati sti cs , Cu rrent Economic Statist ics,  Suva , January 
1 988 :3 

Table 8.4 

F I J I : G EO G R A P H IC D ISTR I B UTI O N  O F  POP U LATI O N ,  1 97 6  
a nd 1 986 

Ethnic Urban R ural Total 
or ig in 1 976 1 98 6  1 976 1 986 1 976 . 1 986 

Fijians 
Number 79,31 4 1 07 ,780 1 80 ,6 1 8 221 ,525 259 ,932 329,305 
Per Cent 3 .5  32.7 69.5 67.3 1 00.0 1 00 .0  

Indians 
Number1 1 5,632 1 44 ,533 1 77,264 204, 1 41 292,896 348,704 
Per Cent 39 .5  41 .4  60 .6  58.6 1 00.0 1 00 .0  

Other 
Number 23 ,549 24,71 2 1 1  , 691  1 2 ,654 35 ,420 37,366 
Per Cent 66 .8  66. 1 33.2 33.9 1 00.0 1 00 .0  

Total 
Number21 8,495 277 ,025 369,350 438,350 588,068 71 5,375 
Per Cent 37.2 38.7 62.8 61 .3 1 00.0 1 00.0 

Source:  Bu reau of Stati stics ,  Cu rrent Economic Statistics , Suva, January 
1 988 :5 
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The e xistence of two eth nic g roups equal i n  numbers h as bee n  evident si nce 

t h e  e ar ly 1 940s.  Th.i s  s it uati o n ,  where the F ij i ans  a re i nd ig enous  and the 

I nd ians  are descendants of  i ndentured immigrants and traders ,  has been a 

m aj o r  cau s e  o f  t e n s i o n .  T h i s  t e n s i o n " h as b e e n  e xace rbat e d  by t h e  

maintenance o f  two distinct cultures with separat ion i n  education ,  occupation ,  

e mp loy m e nt and  soc ia l  structure , as we l l  as  i n  re l ig i o n .  The re has been 

virtual ly no i ntermarriage" (Cole et  a l ,  1 988, p . 21  ) .a  

F i j i ' s  labou r fo rce was approx i mate ly 240 , 0 0 0  in  1 98 6 ,  i nd i cati ng a wo rk 

participatio n  rate of 34 per  cent .  Ethnic I ndians wo rked mai n ly  i n  the private 

s e cto r, dominati ng the  "own account worke r" catego ry (Tab le  8 .5 ) .  Ethn ic  

F ij i ans  dominate the " u npaid fami ly workers" category and the pub l ic  sector 

(especia l ly the  armed fo rces) .  Most of the hig he r levels of t h e  c ivi l ian publ ic 

s e rvi ce are h e ld by ethn i c  Fi j ians ,  whi le the m anag e ria l  positi o ns are he ld 

main ly by Ind ians. The percentage of ethnic Fijians i n  paid  emp loyment (39%) 

is m uch smal le r  than that of  ethn ic I ndians (53%) (Tab le  8 . 6 ) .  The service 

sector (which i ncludes tourism and govern ment) accounts fo r two-th i rds of al l  

paid emp loyment (Table 8 .7) . 

C History and Polit ical Development: 

In o rder  to u nderstand the po litical and economic situat ion in Fij i  in the 1 980s, 

it i s  n ecessary to understand Fij i 's early history and po l itical deve lopment. 

Although Fiji is considered to be the transitional area  betwee n  the cultural sub­

reg ions of Po lynesia and Melanesia, traditional Fij ian society was organised on 

socia l  and po l it ical l i nes  with many of the characteri st ics found throughout 

Po ly n e si a. Social org an i sat ion  is  h ie rarchica l ,  with ch i ef ly  e l ites ru l i ng the 

population .  
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Table 8.5 

FIJI:  ECO N O M I C A L LY ACTIVE POPU LATION BY EM PLOYMENT 
STATUS, 1 986 (Per Cent) 

Ethn ic  
Total Fijians 

Own account work 33.6 29 .7  

Employees 42.2 34. 1 

Public sector ( 1 5 .8) ( 1 6. 1 ) 

Private sector (26.4) ( 1 8.0) 

Unpaid fami ly worke r 1 6.3 .28 .3  

Unemployed 7 . 5 7.6 

Not stated 0 .4 0 .3 

Total 1 00 .0 1 00 .0  

Total number 241  ' 1 60 1" 1 3 ,904 

Source: Census Office , Bu l letin No.20 ,  Suva, 1 987:1 4 

Table 8.6 

FIJI :  PAID EMPLOYMENT BY ETHNIC ORIGIN, 1 986 

Ethnic Fij ians 

Ethnic Indians 

Others 

Total 

Per Cent 

29,286 

. 40,098 

6,336 

75,720 

Ethn ic  
Indians 

39.9 

48.0 

( 1 4.9) 

(33. 1 )  

4. 1 

7.6 

0 .4  

1 00 .0  

1 1 3 ,464 

39 

53 

8 

1 00 

Source: Bureau of Stati stics, Annual Employment Survey, Suva, December 
1 987:6 .  
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Table  8.7 

FIJI : PAID EMPLOYMENT BY INDUSTRY, 1 976-86 

Average annual 
Percentage distribution g rowth 

1 976 1 981 1 986 

Ag ricu lture 3 .7  3. 1 2 . 9  
I ndustry 31 . 9  30.9 30 . 2  
Services . 64 .3 66.0 66 .9  
Total 1 00 .0 1 00.0 1 00 .0  
Total Number 70 , 1 74 81 ,082 79 ,854 

1 976-86 

- 1 .2  
0 . 1  
1 . 7 

1:1 

Source: Bureau of  Statisti cs, Cu rrent Eco nomic Statistics , Suva, January 
1 988 :75 

. 
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Fij i :  Employment 
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U n l i ke oth e r  Me lanes ian  ·societ ies , rank was d ete rmi n e d  by ancestry,  with 

ch iefly fami l ies claim ing  descent from major found ing  fami l i es .  However, as in 

other  parts of Polynesia, descent alone was not suffici ent to ensure leadersh ip .  

Candidates for . leade rs h i p  had to be descendants of c h i ef ly l i n es ,  but the i r  

ab i l i ty to l e ad was  a l so  a s ig n i ficant determ i nant .  The  c h i efs h ad g reat 

personal power, even "the most arbitrary and ruth less powers ,  based on club 

law" (Howe 1 984 :p.256) .  

No eastern tyrants can ru le  with more absolute terro r than the Chiefs do here ;  

and  few people are more thoroug hly ens laved and  t ra m pled than are these 

is landers" (Lawry, 1 888 p.48) . 

The chiefs demonstrated th is power through demands fo r t ribute and ,  in  many 

cases, human sacrifices.  

The basis for Fijian v i l lage  l i fe was the tokatoka or subclan , m ade up of re lated 

fam i l ies .  Th ese we re me mbers of a large un it o r  c lan ca l led  the  mataqal i . 

S everal of these mataqal i  made up the yavusa or tribe. The mataqal i  often 

h ad speci a l i sed fu n ct i o n s  such as advi sers to t h e  t ri ba l  c h ie f ,  p ri ests or 

· warriors.  Ove r the years the yavusa sometimes merged o r  jo ined with others 

forming vanua or confederations (Howe 1 984) . At the t im e  of western contact , 

F i j i  was divided i nto approx imately 7 vanua, but no o n e  chief  was dominant 

ove r al l .  These seven main  vanua or confederations  were Rewa, Verata and 

Bau (all in southeastern Vit i Levu) Lakeba in the Lau G roup (which was o ften 

contro l led by Tongans) ; and Cakaudrove , Macuata and Bua on Vanua Levu 

(Howe, 1 984 ) .  
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Alth o u g h  Tas m a n ,  Cook a n d  B l i g h  a l l  s ig hted  Fi j i , t h e y  fou n d  i t  to  be  a 

dangerous p lace and spent l itt le t ime there. Sustai ned Euro pean contact took 

place duri ng  t he  sandalwood trade from 1 804 to 1 81 0 , cente ri ng  around the 

weste rn coast of Vanua Levu.  Fo l lowi ng the short- l ived s andalwood trade , 

trade i n  beche-de-mer  from 1 820 to 1 850 had a greater social and economic 

impact on Fij i .  The Beche-de-mer trade was superceded by the establ ishment 

of cotton p lantations i n  the  1 850s. 

Trade rs g re at l y  changed  t h e  n at u re of Fij ian  po l i t ics by i nt roducing large 

quantit ies of fi rearms. Howe (1 984) states that approxi mate ly 1 0 ,000 fi rearms 

were taken i nto Fij i  f ro m  1 828 to 1 850.  The smal l  i s land o f  B au (which is  

immediate ly off Viti Levu's easte rn coast) became dominant over the  eastern 

half of Fi j i . Th is  was part ly due to the inf luence of a beachco m b e r  named 

Savage who i ntroduced the use of fi rearms. Bauans gained more po litical and 

economic advantag e by also dominat ing trade .  The traditi onal  leaders "who 

had already establ ished themselves in positions of power were thereby ab le to 

attract white men to support them and so consol idate thei r i nf luence" (Howe 

1 964 p .259) . 

By 1 840 a Bauan chief named Cakobau had become the  most powerful chief 

of Fi j i  and h i s  domin ance lasted for  the next fifty years .  Cakobau has been 

described as crue l ,  arrogant, and d evious. He was also descri bed as a person 

who lusted after  power and wou ld not hesitate to go to war to achieve that 

power. H is  major victories  over Rewa in 1 844 and inf luence ove r other areas 

prompted Cakobau to designate himse lf "Tui Viti" -- Ki ng of Fij i . 

Europeans f i rst sett led  i n  Levuka on  Ovalau , the o ld capital of Fij i . Most of 

these men  were trade rs and i nterpreters who had taken Fij ian wives. I n  1 840 

t h e re we re a p p ro x i m at e l y  1 5  E u ropeans o n  Ova lau  a n d  t h e i r  f ri e nd ly  

re lationships with Cakobau began to  dete riorate .  
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H is  re lat i o n s  with ·fo re i g n e rs came t o  a head i n  1 846 when  an American 

commercial agent's (Wi l l iams) house and store bu rned down. 

Goods were sto len  and Wi l l i ams h e ld Cakobau respons ib le for the  Fij ians'  

behavio u r. By 1 855 th is i ncid e nt ,  p lus others i nvolving American ships and 

prope rty , led to American clai ms total l ing $43 ,000. Cakobau was taken aboard 

a US  warship "and on th reat of abduction  signed a promissory document which 

gave h im two years to pay" (Howe 1 984 p.265) . 

Cakobau was faced with i n creasi ng  p roblems f rom both t he  foreigners who 

held h im responsib le for all t he i r  p rob lems, and from all the constantly warring 

yavusa. 1t appeared Cakobau would face defeat at the hand of his e nemies, 

but m issio naries  p reac h i n g  C h ri sti a n ity and a Tongan ch ief named Ma'afu 

provided opportunit ies fo r h i m  to recover power and prestige.  

Ch rist ianity f i rst became e stab l ished in the Lau islands where the Tui Nayau 

(Chief of Lakeba) fi nally converted i n  1 849 . Ma'afu was appointed governor of 

t he  To ngans  i n  Fij i  by t h e  i m p e ri al i st To ngan Ki ng , Taufa'ahau , who had 

embraced the  Weslyan re l ig ion and wanted to extend the polit ical boundaries 

of To n g a  to i nc lude t h e  i s l an d s  o f  Fij i .  Ma 'afu p romoted Ch ri st i anity and 

protected Tongan i nterests i n  Fij i . When Cakobau had further troubles with the 

Rewa peop l e ,  Taufa 'ahau  a n d  M a'afu joi ned forces with Cakobau (with a 

combi ned Fi j ian/Tongan army of ove r th ree t housand warriors) to crush the 

Rewa peop l e  i n  1 85 5 .  T h i s  v i ct o ry re-e stab l i shed Cakobau 's  author ity ,  

a l th o u g h  he t h e n  ru l ed  i n  an  a l l i a n ce with Ma'afu , a fore igner. Cakobau 

became a Christian and e n cou raged his people to do the same. 



2 3 0 

The Fij ians continued to have difficulties with American traders ,  so i n  an effo rt 

to  so lve  these  prob l e m s ,  Cakobau offered to  cede Fiji to Britai n i n  1 858 ,  

through the British consu l  W.T. Pritchard . He proposed that the British pay the 

$45,000 debt to the  Ame ricans. However, i n  1 862  Britain decl ined the  offer. 

By the 1 870s the European popu lation in  Fij i  was over 2000. 

Ten s i o n  over  land s a l e s  i nc reased and "much land was boug ht and so ld  

f rau d u l e nt ly "  ( H o w e , 1 9 8 4  p . 274) . F i j ians d id  not want to  work o n  t h e  

p lantat ions so labou re rs were i mported from t h e  Western Pacific. B y  1 869 

ove r 1 600 labourers had been imported to Fij i ,  mostly from the New Hebrides,  

now known as Vanuatu.  

The p rob lems with fo re i gne rs led to a need fo r a central government .  The 

British  Consul suggested a central government made up of a confederation  of 

the chiefs of Bau , Rewa ,  Lakeba, Bua, Cakaudrove , Macuata and Nadi in 1 865 

with Cakobau as president .  Al l  the chiefs at fi rst ag reed, but chiefly rivalry led 

to a co l lapse in  1 867 when Ma'afu lost a bid for  the presidency. 

By 1 870 the  number o f  Europeans increased to a lmost three thousand , with 

many of them living i n  the crowded town of Levuka. In 1 870 severe hurricanes 

destroyed crops and the cotton boom col lapsed causi ng widespread economic 

rui n ,  mostly for Europeans.  This intensified the p roblems and led to an acute 

need for a central government .  

In  1 87 1  a central g overn m e nt was "proclaimed" at Levuka with Cakobau as 

King .  "The announcement of the government's formation was i nitially seen  in  

Levuka as someth i ng  of  a coup d'etat by the more noted and se l f  i nte rested 

m e n  o f  affai rs"  ( H o we ,  1 984  p .272 ) .  I n it ia l l y  most sett le rs o pposed the  

government, but late r supported it, as did many Fij ian chiefs, including Ma'afu. 
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Cakobau ' s  cab i n et ', wh ich  made most o f  t h e  decis i o n s ,  was made u p  of  

Europeans o n ly .  A Leg is lative Assembly was estab l ished ,  e l ected by adu lt 

E u ro p e a n  m a l e s  ( H o w e , 1 9 84  2 76 ) .  A P rivy  C o u n c i l  m ade  u p  o f  t h e  

g overn o rs ,  p l u s  a h i g h  ch ief f ro m  e ach of t h e  provi nces,  became the Native 

House. 

The g ove rn m e nt's popu la rity rapidly decl ined , l eadi ng to a t hreat o f  civi l war 

between E u ro peans and Fij ians. Cakobau agai n offered Fiji to Britai n in 1 873 

i n  an effort to avoid  civi l war. In 1 874 Fiji was annexed by B ritain as a Crown 

Colony "to restore o rder ,  to provide effective government and to p rotect Fijian 

i nterests agai nst t he  more rampant demands of some Brit ish nat ionals" (Howe 

1 984 :p.277) .  

T h e  C o l o n i a l  G ov e rn m e nt de a lt w i th  Fi j i ans t h ro u g h  a separate F ij ian  

adm in i strati o n ,  wh ich was a separate department o f  gove rnment .  Fi j i  was 

d i v i d e d  i n t o  1 2  p rov i n c e s ,  co nfo r m i ng c l ose l y  to t he  t rad i t i o n a l  vanua 

boundaries (Tab le 8 .8 ) .  

Beg i n n i n g  i n  1 87 9 ,  t h e  C o l on ial g ove rnment i m p o rted· i nde ntured I n d i a n  

labourers .  Beg i n n i n g  i n  1 879 ,  to p rovide labour  f o r  t he  sugar p lantati ons  

owned by Brit ish sett lers. The Fiji ans refused to  work in  t he  cane f ie lds so  to r 

the next 30 y ears, 60 ,000 I ndians were brought i n .  

Fij ians were not ab le  to vote unt i l  1 963. Prior  to  that t ime the  Fijian members 

of the Leg is lative Counci l  we re nominated by the Governor from a l ist of names 

submitted by the Counci l of Chiefs. 

At a Fiji C o nst itut i onal Confe rence h eld in London i n  1 965,  the g overnment 

struct u re c h a n g ed to  p rovi d e  for  36  e lected  membe rs o f  t h e  Leg is lat ive 

Counci l .  The members were e lected as fol lows : 
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STRUCTURE OF FIJIAN ADMINISTRATION 

:1 874 TO 1 967 

Secretary for Fijian Affai rs 
(also m ember of  Executive & Legis lative Counci ls 

and Chairman of FAB) 

Fij ian Affai rs Board (FAB) 
( 5 members of Leg islative Counci l )  

Source : Lasaqa, 1 984 
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Fijians  (e lected) 1 1  

Universal suffrage 9 

Counci l of Chiefs 2 

I nd ians 9 

Gene ra l  Electors 7 

Total 38 

The  e le ct io n  of 1 966 ,  the  f i rst u nder the new Constitut io n ,  a lso m arked the 

beg inn ing of party pol itics in Fiji. The Alliance Party (which won the e lection of 

1 9 6 6  w i t h  2 7  of t h e  36 s e ats )  is made u p  of t h re e  b o d i e s :  t h e  F i j ian  

Associatio n ,  I ndian Al l iance and the General Electors Association .  l t  has been 

l e d  by R atu  S i r  Kamises  Mara s ince i ts i ncepti o n .  The o pposi ng National 

F ed e ral P arty ( N FP )  was e stabl ished as a resu lt of a sugar d ispute in the 

1 960s and i s  dominated by I ndians. More recently the N FP joi ned with other  

n o n- l nd ian  g roups to form t he  Labour  Party , wh ich was e stabl ished i n  1 986 

and is cu rrently led by anothe r Fij ian ,  Dr. Timoci Bavadra. 

By 1 9 6 7  a m i n i st e ri a l syste m  was i nt roduced .  T h e  N FP boycotted t he  

Leg is lat ive Counci l ,  demanding a common ro l l  system of e l ection  instead of 

com munal voting .  This dispute led to a by-election  in 1 968 .  

At anot h e r  Constitut ional Confe rence (again  he ld  i n  London )  i n  May 1 970 , a 

new structu re emerged.  The House of Representatives was re-structured to 

have 52 m e mbers e lected as fol lows : 
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Commu nal Rol l  National Rol l  

Fij ian 

Indian 

General 

1 2  

1 2  

3 

1 0  

1 0  

5 

Fiji became i ndependent of the Un ited Ki ngdom o n  1 0  October, 1 970 . I n  the 

fi rst g e n e ral e lections  after  I ndependence ( 1 972)the A l l iance Party won the 

e lection with a majority of 33 out of 52 seats. 

The 1 970 Constitut iona l  Confere nce also approved the establishment of  an 

Upper House , the Senate , with 22 members to be appointed as fo l lows : 

E ight nominated by the Counci l  of Chiefs 

Seven nominated by the Prime  Min iste r  

S i x  nominated b y  t h e  Leader o f  t h e  Opposition  

One nominated by  the  Rotuma Counci l 

The Constitution also provided that a majority compromising three-quarters of 

the members of  each house must be in attendance before amendments can be 

made to seve ral important o rdi nances -- the Fij ian Affai rs , Native Land Trust ,  

Ag ricu ltu ra l  Land lo rd a n d  Tena nts o rd i n an c e s ,  and some other  acts .  I n  

addition , i f  any amendment o f  any of these acts affects Fij ian land and custom ,  

the approval o f  the e ight senators nominated by  t he  Council o f  Chiefs was also 

required. 
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Some Fijians,  who were di ssatisfied with the s low eco nomic prog ress of ethnic 

F i j i ans ,  f o rmed t h e  Fij i a n  Nat i o n al i st Party i n  1 974.  The i r representative 

moved a motion for the expulsion of Indians from Fij i which was u nsuccessfu l ,  

but which i ndicated the  racist sentiment that was a lready threaten ing  to upset 

the mu lti - racia l  soci ety. I n  t h e  G e n e ral E lectio n  i n  March 1 977,  with a sp lit 

Fijian vote and loss of I nd ian votes ,  the Al l iance Party lost the e lect ion by two 

seats to the  N ational Federation  Party (NFP) .  However, due  t o  a leadersh ip 

cris is ,  the  NFP was u nable to fo rm a government and the  G overnor-General 

appoi nted Ratu Si r Kamisese M ara, Leader of t he  Al l iance Party ,  as P rime 

M in i ster .  Try i ng to  g ove rn  w i th  the  m i n o ri ty  i n  t h e  H o u se  p roved t o  be  

i m possi b l e .  Aft e r  t h e  d ef e at o f  a co nf idence  mot i o n  i n t ro d uced  by t h e  

g overnment ,  n ew e l e ct i o n s  were h e ld i n  m id-September. As a resu lt ,  the  

Al l iance Party was retu rned to power with 36 out  of the 52 seats i n  the House 

of Representatives. 

The All iance Party was re-e lected agai n in  1 982,  but ove r the next four  years 

lost a lot  of  its supp o rt ,  e specia l ly  amongst t h e  young ,  u nt i t led and mostly 

educated ethnic Fij ians. In 1 986 the new Labour Party was estab l ished,  led by 

Dr. Ti moci Bavadra , a n  e thn ic  Fij ian and m edica l  docto·r who was formerly 

head of the Public Service Un ion. In 1 987 the Labou r Party formed a coal ition 

with the NFP ,  and on 1 1  Apri l  of  that year the Labour/NFP coal it i o n  took the 

government ,  thus end ing 1 7  years of po l itical dominance by the Al l iance Party. 

However, Dr. Bavadra's te rm as Prime Minister was brief, for on 1 4  May 1 987,  

the  F i j i  Army,  led by Co lone l  S it iven i  Rabuka, arrested a l l  members o f  t he 

Government in  Parl iam e nt Bui ld ings i n  a mi litary coup d'etat ,  thus chang ing the 

course of Fiji history and t hrusti ng Fiji i nto economic and po l it ical turmoi l .  

------
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Colonel  Rabuka planned ·and carried out the blood less mi l i tary coup be l ieving 

that the removal of the month-o ld Coal ition Government was n ecessary "for the 

su rvival of t h e  Fij ian race .  As s imp le  as that" (Dean , 1 988 ,  p . 1 1 ) .  He also 

be l ieved that h i s  rol e  as the coup leader was a "mission  t h at God has given 

me" ( Ib id . ,  p . 1 1 ) .  The May 1 4  coup had been staged to restore contro l  of the 

count ry to  the i nd igenous Fi j ians. Rabuka stated " Every o n e  i s  we lcome to 

'9 come and l ive h e re as our  guest, as long as the Fij ians run t h e  nat ion" ( Ibid . ,  

p . 1 4) .  The coup objectives were : 

Fij ian control of the Parl iament ;  and 

d raft i ng of a new Constitution to protect the inte rests of the i ndigenous 

Fij ians. 

Although Rabuka was successfu l i n  carrying out the coup,  he underestimated 

the resistance of the then Governor-General of Fiji , Ratu S i r  Penaia GEmi lau , 

who refused to recognise the mi litary regime. Rabuka also underestimated the 

difficu lty of achieving legality , world recognition and respect for a government 

"put i n  p lace at the  po int of a gun" ( I bi d . ,  p . 1 3) .  Co lone l  Rabuka appoi nted a 

Counci l of M in isters to run the country, and three days later fina l ly persuaded 

the Governor-Genera l  to swear h im i n  as Head of the Counci l of M in isters.  

Ove r t h e  n e xt f o u r m o nt h s  t h e  G ov e r n o r - G e n e ra l , C o l o n e l  R a b u ka 

( representing the Army),  the deposed Coal ition Government  and t he  Al l iance 

Party spent many h o u rs i n  const i tutional and po l i ti cal m an o e uv e ri ng and 

wrang l ing .  By September it appeared that some ag reement had bee n  reached 

on a caretake r Govern ment shared by the two main po l i t ica l  groups -- the 

Coa l i t i o n  and the A l l i ance - - as an  i nter im meas u re on t h e  road back to 

normalcy. 
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Rabuka "clai m ed he was not kept i nformed of  t h e  deve lopment of this new 

proposal , and executed a second m i l itary take-over of Fij i "  ( Ibid . ,  p . 1 5) . On 25 

S e ptember ,  t h e  Royal Fij i  M i l i tary F o rces  reass e rted t h e i r  aut h o rity and  

Rabuka appoi nted an  Executive Counc i l  o f  M in isters to  run the  country. On 1 

October  1 989 ,  Colone l  Rabuka a n n o u nced that Fi j i 's 1 970 Constitution had 

been revoked and that he was now Head of  State. 

lt was becoming increasing ly clear to Rabuka that Fi j i  could not remain with in 

the Commonwealth. On 7 October, 1 989 ,  he declared Fiji a Republ ic ,  real ising 

it was "the o n ly way he could legitim ise the m i l itary's authority in Fij i ,  and retain 

contro l  of the situation" ( I bid. , p . 1 6 ) .  

Ratu S i r  Penaia Gani lau resigned as G overnor-General on 1 6  October. On 5 

December 1 989 ,  he became Pres id e nt of  t he  new Republ ic,  when Brigadier 

Rabuka handed the government over to a civi l ian administration .  The veteran 

Fi j ian l eade r  and statesman , R atu S i r  Kamisese Mara was again appointed 

Pri m e  Min ister ,  and an I nteri m  G overn m e nt made up of 21 cabinet ministe rs 

was appointed to run the country .  H e  continues t o  serve i n  that ro l e ,  and unti l 

January 1 990 ,  Major General Rabuka he ld a mi nisterial p'ortfo l io of Min ister of 

Home Affai rs , which included i nternal secu rity , defence and immig ration.  Ratu 

Mara stated that he wou ld  serve as P ri m e  Min iste r for 2 years ,  duri ng which 

time he would put Fiji on the road to economic recovery. He also stated that he 

wou ld introduce a new Constitution  that would e nable e lections to be held and 

democracy to be resto red .  H e  said he wou ld reti re from po l it ics after  two 

years. 

However, by December 1 989 it was ag reed that Ratu Mara would continue to 

lead the country and Major  G e n e ra l  Rabuka chose to give up his ministerial 

portfo l io and return to the barracks to head up the  Fij ian Army. 
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I n  November 1 988  t h e  1 nterim Government p resented a new Draft Constitution 

to the country wh ich provides for a Parl iame nt made up of a President and a 

H o u s e  of  R e p re s e n t at i ves  wi th  a m i n i m u m  o f  6 7  o r  a max i m u m  of  7 1  

members. O f  t hose , 5 9  are elected members and the balance are appointed. 

The e lected m e mbers are to be e lected from fou r  separate racially based ro l ls 

as fol lows : 

Fijians 

I ndians 

Rotumans 

General  E lectors 

28 members 

22 members 

1 member 

8 members 

..  : . · .: 

The most s e v e re c ri t i c ism of t he  D raft C o n st i tut i on  i s  t h at parl iam e ntary 

representat ion is racist and undemocratic. The President wi l l  be appoi nted by 

the Bose Levu Vakatu raqa, who are appointed by the government and who 

have extraord i nary constitutional powers u nder the new Constitution .  

Critics argue  that some constituencies are over- represented ,  wh i l e  othe rs are 

g ross ly  u nd e r- re p re s e nted .  They state t h at t h e  net resu lt is t h at vote rs 

represent ing on ly  1 7.4  per cent of the populat ion may e lect 39 per cent (23) of 

the e lected membe rs ,  whi le voters representing 82.6 pe r cent of the popu lat ion 

may e lect o n ly 6 1  per cent (36) of the e lected members. They argue  that ,as a 

result of the  t radit ional chiefly system which dete rmines where a person votes,  

and the i nc reas ing  u rban dri ft ,  the  u rban Fij i an p rovi nces wi l l  be  the m ost 

seriously u nde r- represe nted. The provi nce of Vanua Levu and the E aste rn 

provi nce (whi c h  i nc ludes Lau ,  Lomaivit i and Kadavu) are ove r-repre s e nted 

(Bavadra, 1 989 ,  p . 1 3 ) .  
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Another criticism of t he  [)raft Constitution i s  that under  the ru le of law, which 

normal ly establ ishes a paramount standard for  g ove rn ing ,  there is provision  for 

"exceptions" (Sect ion 1 7) ,  wh ich i n  effect nu l l ify the  ru le of law.  In addition ,  

a lt h o u g h  the  D raft C o n st i tu t i o n  recog n i s e s  t h e  f undame ntal  r ig hts and 

freedoms of  the  individual ,  i t  prescribes that " Fij i  shal l be  a sovereign Republic 

and shal l upho ld the teachi ngs of the Lord J esus  Chri st" (Sect io n  3[b] ) ,  thus 

discriminating against the non-Christian popu lat io n .  

Although many hearings on  t h e  Draft Constitutio n  have been held a l l  over the 

country with mixed responses, i t  has not been adopted. Some have cal l ed fo r 

a constitutional convent ion to conside r and d iscuss a new constitution .  At a 

recent economic summit conference in  Suva, the  Prime Minister has indicated 

that Government wi l l  defe r adoption  of the Constitution ,  poi nti ng out that other 

cou nt ri es  (such as N e w  Ze aland and t h e  U n i ted  K i ngdom)  do not have 

Constitut ions. Also at the summit ,  the Pri m e  Min ister was asked to cont inue to 

serve in  that ro le i n  the future .  Fo r  t he  t ime be i ng ,  the consensus o f  op in ion i s  

that Fi j i  is a po l it ical powder  keg and t h at t he  I nte rim Governm e nt shou ld 

conti nue  i n  its gove rni ng ro le  for a few m o re years with no attempt to hold 

General E lect ions or adopt a new Constitution .  

D The Economy 

Fij i  i s  fortunate to have a wide range of nat u ral resou rces and a diversified 

economy. 

Fij i 's economy has been based main ly on ag ricu lture ; with major production of 

sugar, t imbe r, f ish , and rice , and smal ler  product ion of coconuts, cocoa, g inger, 

t ropical fruits, dai ry products ,  meat and p o u ltry. The 1 986 census i ndicates 

that ag ricu ltu re absorbed 44 per  cent of t h e  economically active popu lation, 

although a large proportion  of these were engaged in subsistence farm ing .  



2 4 0  

However, in  the mid- 1 9 80's tou rism g rew substantial ly to overtake sugar as the 

country's mai n  foreign exchange earner, with g ross tour ism receipts of $ 1 6 1  

mi l l ion i n  1 984. (Fij i 's  N i nth Development Plan 1 986- 1 990 , 1 985). I n  addition ,  

Fij i has s ign ificant m i n e ra l  resources with go ld and si lver exported from the 

Emperor Gold Mine in Vatukou la. 

A l though  t h e  m i l i t ary co u p s  of 1 987 d e-stab i l i sed Fi j i 's  eco n o m y ,  swift 

government actio n  m in im ised the  i mpact, and by mid- 1 989 it was clear that Fiji 

was we l l  on t h e  road to e c o n o mic  recovery .  The Mi n i st ry of Trade and 

Commerce has i mple m e nted a tax free zo ne system which has st i m u lated a 

g rowing garment manufacturi ng i ndustry and other new i ndust ries. Sugar and 

gold production are i ncreasi ng , and tourists are again return i ng to Fij i . 

Manufacturing 

The Interim Govern ment offe rs several advantages to i nvestors to locate the ir  

investment i n  manufactu ri ng e nte rp rises in Fiji and these are admin istered by 

the Fiji Trade and I nvestment Board (FTIB) .  These i ncentives include : 

Preferential access to Austral ian and New Zealand markets under  the 

SPARTECA t rade ag reement (between Austral ia, New Zealand and the 

South Pacif ic Fo ru m I s land  countri es) ; access to European m arkets 

u nder  t h e  Lo m e  A g re e me nt and to the U n ited States ,  Can ada a n d  

Japanese markets u n d e r  t h e  G S P  Agreement ;  

Easy repatriation  of capital and p rofits; 

A labour force wh ich is e ng l ish speaking ,  low-cost, adaptable and 

productive . 
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Gold 

The Emperor  Gold M ine  at Vatukoula is the only major min ing activity i n  Fij i .  l t 

produces gold and some si lver. During the early 1 980s gold production g rew 

at an  average annual  rate o f  1 8  percent. I n  1 983 mangement o f  t he  m ine  was 

transferred to Austral ian Weste rn Mining Coporation  (Fiji Ltd) ,  which took a 20  

per ce nt ownersh i p  i n  t h e  m ines .  Th is  change i n  mangement has l ed  to  a 

substantial i ncrease i n  go ld p roduct ion.  

Go ld product i o n  g re w  f ro m  1 ,426 kg s in 1 982 (wi th a total va lue of FOB 

$$F1 5 .6  mi l l ion) to 2 ,899 kgs i n  1 986 , with a total value of FOB $38.6 m i l l i on  

(Tab le 8 .9) .  

Sugar 

Sugar has been the  backbone of the economy of Fiji , and the mai n objective of 

the i ndust ry is to ach i eve an annua l  sugar  p roduct i on  targ et o f  b etwee n  

550 ,000 t o  600 ,000 tonnes  (Central Planni ng Office ,  Fiji Government ,  1 985) . 

Sugar p roduction  has been steadi ly i ncreasi ng although there have been  some 

bad years. By  1 986  sugar producti on  had reached an  al l-t ime h igh  o f  ove r 

500 ,000 tonnes ,  with an export value of $US1 20 mi l l ion .  Whi le productio n  fe l l  

i n  1 987 to 400 ,000  t o n nes ,  export e arn i ngs were valued at US$ 1 50 m i l l i on  

( F i g u re 8 . 2 ) .  T h e  Fi j i  S u g a r C o rp o rat i o n  i s  e m bark i n g  o n  a cap i ta l  

deve lopment p rog ramme which wi l l  cost $F1 30 mi l l ion over the next five years 

and wi l l  i ncrease  FSC's production capacity to 600 ,000 tonnes a year. A world 

survey of mi l l  perfo rmance recently ranked Fiji as 6th out of the top 1 0  o f  the 

world's 60 sugar:.producing countries .  Fiji is ranked as a highly efficie nt sugar 

producer (P IM ,  Ju ly  1 989) .  



Table  8.9 

Year 

1 982 

1 983 

1 984 

1 985 

1 986 
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GOLD PRODUCTION I N  FIJI 1 982-1 986 

Quantity {kg) Value FOB $ F  

1 426 1 5.6 mi l l ion 

1 237 1 6 .9 

1 650 20.5 

1 863 21 .8 

2899 38.6 

Source: Bureau of Statistics , Cu rrent Economic Statistics, Suva,Fij i ,  
1 987,p.39 .  
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Fij i :  Sugar production 
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Emp loyment i n  the sugar i ndustry was 43, 1 46 i n  1 986 and is  p rojected to 

reach 45,546 by 1 990 ( Ib id . ,  p. 49). 

Tourism 

Tourism is estimated to h ave generated $F1 80.6 mi l l ion in  fore ign exchange i n  

- f 1 988,  which was 24 pe r  cent more than the 1 987 earnings. Afte r i nf lation ,  th is 
· ·� ' 

was a real i ncrease of 1 0 . 8  per cent (P I  M ,  Ju ly 1 989, Bureau of Statistics) . A 

more i n-depth look at the tourism industry is  presented in the next chapter. 

Timber 

Timber production  is based partly on the exploitation of hardwood forests i n  Viti 

Levu and Vanua Levu . I n  addition ,  the Fiji Pine Commission has p lanted some 

45 ,000  hectares of p i n e  s i nce 1 976 .  Exploitat ion began i n  1 987 with the 

e stabl i s h m e nt of a m u lt i - m i l l i o n  d o l lar wood process ing  p lant. The p lant 

p roduces  woodch i p s ,  p o l e s ,  p o sts and sawn t imbe r. Tota l  sa les  were 

esti mated at $ 1 5 mi l l i o n ,  o f  which $ 1 0 m i l l i on  were export earn i ngs (Figure 

8 .3) .  

Industrial Fisheries 

The Pacif ic F ish ing C o mpany ( PAFCO) was orig i nally establ ished as a jo int 

venture agreement with C . ltoh of Japan. However, C. ltoh has withdrawn from 

PAFCO, leaving the Fij i Government as the sole owner and operator. PAFCO 

e m ploys approxi mate ly  300 peop le ,  processi ng and cann ing ski pjack tuna .  

PAFCO tuna is  regarded as one  of the highest quality tuna i n  the world. Fish 

productio n  p rovided e xport earn ings  of over US$240 mi l l ion in 1 987 (F igure 

8 .4 ) .  
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I n  this chapter the histo rical and political development of Fiji was summarised. 

In  addition ,  the Fij i  economy was reviewed, especially the non-tourism sectors 

such  as man ufact u ri n g ,  g o ld ,  sugar ,  t imbe r  and co m m e rc ia l  f i s he ri es .  

/ 
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CHAPTER 9 DEVELOPMENT OF TH E FIJI TOURISM INDUSTRY 

In  Chapter 9 the development of the Fiji tourism industry is reviewed,  i ncluding 

the role of government in tourism, govern ment incentives for i nvestment in the 

tour ism i ndustry ,  tou rist expe nditu re , touri sm plans and strateg ies ,  visitor 

arrivals and marketi ng ,  the Fij i  accom modat ion industry, air service, tou rism 

employment, and education and trai n ing.  An u nderstanding of these factors is 

important in o rder  to analyse the ro le of Fi j ian e ntrepreneurs in the tourism 

industry. 

A Tourism Development and the Role of  Government 

The early stages of tou rism development in Fij i  began in  the early part of the 

20th century. As early as 1 905 the dai ly newspaper carried advertisements for 

seve ral hotels ,  such as the Ather Stone Boarding House and the C lub Hote l i n  

Suva, and the  Po lynesian Hote l  i n  Levuka. ( Fi j i  Ti mes ,  1 J u ly 1 905 ,  Taal 

1 982:p.224) 

By 1 9 1 5  a tou rist bureau had been established in Suvawith some government 

funding (fifty pounds a year) .  Some funds were also provided by t he  private 

sector. I n  1 925 the government i ntroduced a five per cent licence tax on  all 

co mmercial e nterprises to f inance the Bureau (Taal , 1 982,p. 225) , and in that 

year the Bureau publ ished its fi rst handbook on Fiji for the Duned in  exhibition 

in New Zealand. The co lonial government did not, however, g ive h igh priority 

to touri sm as a serious economic development alternative , as transportation 

technology had not developed sufficiently and agriculture was the priority. All 

visitors at that t ime arrived on ships, and it was not u nti l after World War 1 1 and 

the advent of jet ai rcraft that the face of Fiji tourism changed. 
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H owever, tou ri sm  d id  not become a major  economic activity i n  Fiji until the 

1 960s.  I n  Fij i ' s  Fou rth · D eve lopment P lan ( 1 960-65) ,  tou ri sm  was given a 

p r i o r i t y  a s  p a rt o f  t h e  e c o n o m i c  d i v e r s i f i cat i o n  p ro g ra m m e  b efore 

i nd e p e n d e nce  i n  1 97 0 .  I n  1 9 6 4  t h e  gove rn ment passed t h e  Hote l  Aid 

Ordi nance. (Fiji Gove rnment, Hotel Aid Ordinance , 1 964) 

This was the fi rst Fiji government legislation designed to encou rage the g rowth 

of tou ri st accommodation .  N ow known as the Hotels Aid Act , (it was revised in  · 

1 985) it has been a major  factor i n  the establ ishment and deve lopment of the 

tou rism i ndustry. The Act i ncorporates two alternatives as incentives :  

( 1 ) a G rant of Subsidy p lus  a special depreciat ion al lowance (a p rovision 

which expi red i n  December 1 986 and is no longer avai lable) ; and 

(2) · a n  i nvest m e nt a l l o wance at a l eve l o f  55% of capita l  expend iture 

(excludi ng land) .  

Cu stoms Concessio n s :  

I nvesto rs i n  majo r  h ote l  and  reso rt deve lopment projects can also negotiate 

c u sto m s  co n c ess i o n s  o n  t h e  i m ported mate r ia ls requ i re d  fo r the i n it ial 

e stabl i s h m e nt o f  t h e  faci l i ty. The recent revi ew of tou ri sm  d eve lopment 

reco m mended that a concessionary rate be estab lished and standardised (for 

example a f lat 1 5  pe r  ce nt rate). i n  order to add to the attractiveness of the 

i ncentives package ,  which wi l l  i n  tu rn simpl ify and standardise the provision, 

m aki n g  p romot i o n  o f  t he  i nce nt ives packag e eas ier  and m o re effective . 

(Coopers & Lybrand ,  1 989) 
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The Coopers & Lybrand study also recommended that the government amend 

the applicatio n  of the i nvestment al lowance provisio n  to : 

provide for i nvestment allowances approved for extensions to be treated 

in t h e  s a m e  m a n n e r  as an a l l owance fo r i n it ia l  co n st ructi o n  i . e . ,  

applicable to profits fro m  the entire faci lity ; 

delete t he  cu rren t  restrictions on transferabi l i ty of unused al lowance at 

the time of  sale of  the hote l ;  

provide for  hotel operators as we ll as hote l owners to  be e ligible for  the  

allowance (to cover those situations where the operator is responsible for 

the provis ion of fu rniture , fitti ngs and equipment) ;  and 

p ro v i d e  f o r  t h e i nc l u s i o n  of maj o r  re fu rb i s h m e nt or u pg rad i n g 

programmes as e lig ib le expenditure. (A defi n ition of major as 1 0% of the 

i n d e x e d  v a l u e  of t h e  i n i t i a l  i nvest m e n t  cost was su g g e sted as  

appropriate . )  

In  additi on ,  the study recom mended that additi onal f inancial incentives be 

made avai lab le fo r " local" i nvesto rs ·i n tourism , and suggested that these be 

provided by o n e  of the fol lowing : 

Cash subsidies. The study recommended a seven pe r cent cash subsidy 

against approved in it ial capital expenditu re , or a subsidy of 50 per cent of 

t he  co m m e rci a l  rat e , agai nst an approved borrowed s u m ,  up to a 

cumulative seven per  cent of the approved i nitial capital expenditure.  
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An i nterest rate subsidy o n  commercial bank loans. This i nterest rate 

subsidy would red uce t he  i m mediate cash costs to g ove rn m e nt (and 

ut i l i se some of t h e  c u rre n t  l iqu id ity i n  t h e  banki ng  sector) wh i l e  sti l l 

providing assistance to the i nvestor in early project development. 

The report recommended that these incentives be limited to hote l and resort 

d evelopme nts not exce edi ng  F$2 mi l l ion and havi ng two th i rds loca l  equity 

contro l ,  and should be avai lable i n  addition  to the i nvestment al lowance and 

customs concession. 

A n other  sig n ificant piece of tou rism legis latio n  were the Coopers & Lybrand 

recommendations tu rned i nto legis lation  d uri ng the colon ial period  was the 

Tourist Commission and Fiji Visitor's Bureau Ordinance of 1 969. The purpose 

of t his Ordinance was : 

"to e ncourage and deve lop the Fij ian tou rist i ndustry and traffic to , with i n ,  and 
'( - ,  beyond Fiji , taking into consideration at all t imes the true cu ltu res and customs 

of the peoples of Fij i " .  (Legislative of Fij i ,  1 969) 

The govern ment also estab lished the Fiji Nati onal Train ing Counci l  in 1 973, 

(Parliament of Fiji , 1 973) which , among other th ings,  established a Hotel and 

Catering I ndustry Train ing Board consisti ng of p rivate sector and government 

representatives. The mai n  function  of the Board is to identify trai ni ng  needs, 

decide pri o rities and approve t rai n i ng programmes for hotel industry .  Since 

t hen ,  the Hotel  and Cate ri ng  Trai n i ng Schoo l  has provided t rai n i ng for the 

tou rism industry ,  funded partial ly by govern m e nt and partially by the private 

sector. 
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Ministry of Tourism 

The Ministry of Tou rism,  Civi l Aviation  and Energy within the Fiji Government 

was establ ished i n  1 985. The role of the Ministry of Tourism is to promote the 

development of tou rism.  

z When the I nterim Government was established afte r the coups in  December 

1 987 ,  it ide ntif i e d  tou rism as a sector  of the economy warranti ng  prio rity 

attention.  The government believed that the industry could again become one 

of the mainstays of Fij i 's economic revival , especial ly in the p rovision of jobs 

and foreign exchange .  

Wh i le  imp l em e nt i ng  severe budget cuts in  o ther  sectors ,  the  government 

a l located additi onal funds to tourism. These funds were used to rebui ld the 

cou ntry's i mage ove rseas and the gove rnme nt sought i nvest m e nt fi nance 

needed for d eve l o p m e nt and gave fu l l  suppo rt to the i ndustry and the Fiji 
• 

Visitors Bu reau in  an agg ressive marketing programme. 

The  resu lt was t h at in 1 988 ,  there was a 1 0  pe r cent g ro wth  i n  v is ito rs 

com pared with 1 9 87 .  Foreig n i nvestment boomed (es pecia l ly J apanese 

investment) , and earnings from the tou rism industry strengthened Fij i 's foreign 

reserves and contributed to a growth in local consumer demand. 

By 1 989,  the Min iste r was optimistic that a new wave of progress and g rowth 

was swe e pi n g  t h ro u g h  Fi j i  tou rism and he reaffi rmed t he  G ove rnment's 

commitment to Fiji tou rism. (Pickeri ng ,  1 989) 

��--
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Fiji Visitors Bureau 

The Fiji Visitors Bu reau (FVB) was e stabli shed i n  1 960s.  The FVB i s  the 

national tou ri sm office of Fij i ,  responsib le for maximis ing the economic and 

social benefits of tou rism in Fij i .  lt accomplishes this by p lanni ng ,  d eve loping 

and coordi nating the marketi ng of Fiji as an international tou rist desti n ation .  

The FVB's corporate mission is:  

- to increase the number of visitors to Fiji from overseas; and 

- to maximise the economic and social benefits of tourism to Fij i .  

The objectives of the Fiji Visitors Bureau are :  

to increase visits t o  Fiji by people from other countries ,  promoti ng Fiji as 

both a s i ng le  ho l iday desti nation and as a stop-over to or from other  

destinations ;  

to  i ncrease t rade and consu mer awareness of  Fiji as a safe , desi rable 

and enjoyable t ropical holiday place to visit; 

to coord i n ate , i n  conjuncti on with the Fij i an trave l i nd u stry ,  ove rseas 

promotions to widen  the effectiveness of Fiji marketing ;  

to e nsu re F ij i ' s  m arket ing ope rati ons are i n n ovat ive , e ffect ive a n d  

efficient and maximise resu lts from avai lable resources ;  

to  i ncrease trave l  i ndustry confidence and partici pati on  i n  the  FVB's 

marketi ng  activit ies and to increase industry cooperative contributions ;  

and 

to provide effective and efficient support to Fiji 's tourism marketi ng effort. 

(Fiji Visitors B u reau,  1 988) 
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The new Fiji Tourism Maste rp lan (Coopers & Lyb rand, 1 989)  proposes more 

pro-active and a stronger  coordi nati ng ro les i n  the  Fiji tourism industry. The 

report recommended that the major responsiblities of the FVB shou ld be : 

(a) Coord i n at i ng  co ope rative advert is i n g  f rom su pp l i e rs ( e . g .  tour  

who lesalers ,  airl i nes,  plant operations) ; 

(b) E ncourag i ng i ncre ased participation i n  cooperative advertising by 

suppl iers ;  

(c) I nstituti ng o n-go ing market research activities, and d ist ributi ng the 

results to the t ravel i ndustry ;  

(d) Maintain ing  a compre hensive i nve nto ry of faci lities ,  activities and 

attractions  in Fij i ; 

(e) Wo rki n g  wi th  i nd u st ry to estab l i s h  i nternati o n al ly  acceptab le  

performance and service standards for  tourism p lant and activities; 

and 

(f) Estab lish ing the n ecessary print, film and video material to support 

the promotional strategy (e.g.  fi lm l ibrary ,  pri nt articles ,  photog raphy 

l ibrary" and operations. (FN: Ibid. 2 .9)  

The report recommended that the FVB take control as the major  p lanner and 

coordinator of tourism,  and l iaise authoritatively with ai rlines ,  tour wholesalers, 

tou r  operato rs and p lant  ope rators .  Whi le the FVB i's p e rce ived  as the 

appropriate vehicle ,  the  major  problem is a lack of resources and capabi l it ies. 

The FVB should m ai ntai n a c lear understandi ng of government po l icy and 

commercial real ity. Th is  cou ld be accompl ished by real i sing Fij i ' s  nat ional 

to u ri sm obj ect i v e s  a s  w e l l  a s  s e rvici ng  t h e  n e eds  o f  t h e  o t h e r  m ajo r  

participants, i .e .  t he  airli nes ,  t he  tour wholesalers and the plant operators. 

Marketing and promotion of Fiji as a holiday destination is hand led by the FVB, 

which is a consorti u m  of  g overnment and the private sector. 

In 1 989 the p roposed budget for  FVB total led a lmost $5.9 mi l l i on .  This is 

made up of a $1 . 4  mil l ion operational budget which covers operations i n  Fiji , 

Austral ia,  No rth  America ,  New Zealand, Japan and E u rope , i n  additio n  to 

marketing budgets tota l l i ng  $4.4 mi l lion for the above markets. (Fiji Visitors 

Bureau , 1 989) 
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Tourism Expenditure 

By 1 969 Fiji tourism generated $20.6 mil l ion in g ross fore ign  exchange, or  3 1  

per cent of the country's total foreign exchange earnings. The tourism industry 

had also created 2 ,000 jobs in the accommodation sector, and approximate ly 

2 ,000 jobs i n  othe r  tourism services. (Britton ,  1 983) 

By 1 970 ,  w h e n  Fi j i  became i ndependen t ,  t ou ri sm  was a l re ady p rovid i ng  

considerab le fore ign exchange and had diversified the  country's export base. 

Tourism cont i n uous ly p rovided a majo r  and expan d i n g  sou rce of fore ign 

exchange earn ings  for  Fij i , with a stro ng and g rowing  i nte rnational demand 

u nti l the pol itical cris is i n  May 1 987. By 1 986,  the figu re had risen to $F1 85 

mi l l i on ,  however it dropped to $F1 85 mil l ion i n  1 987. Gross tou rism receipts 

have increased from $F23.4  mil l ion i n  1 970 (compared to $F31 . 8  mil l ion from 

sugar exports) to $F1 85 mil l ion i n  1 986. (Table 9 . 1 ) 

TABLE 9.1 
ESTIMATED GROSS TOURISM REC EIPTS WITH AVERAGE 

VISITORS AND DAILY EXPENDITURE 

CALE N DAR YEAREST. RECEIPTS AV. VIS ITOR 
($F MILLION) ($F)  

1 980 1 09.50 591 .74 
1 981 1 22.00 664.93 
1 982 1 38.30 702.52 

1 983 1 35.90 731 . 95  

1 984 1 6 1 .00 698 .97 

1 985 1 68 .70 757.0 1  
1 986 1 85.00 727.29 

Sou rce:  F iji Visitors Bureau 

DAI LY EXP. 
($F) 

69.78 
76.87 
75.oo 
80.61  
82.72 
9 1 . 1 0 
9 1 .83 
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The tourism industry has been remarkably resi l ient ,  withstanding the pressures 

of t h e  f u e l  c ri s e s ,  chang i n g  ai r l i n e  patte rns (with ove rf ly i n g ) ,  chang i ng 

eco nomic conditions i n  visitor markets, fluctuating exchange rates and now two 
' <--

military cou ps .  By 1 987, the tourism sector offered t h e  best opportunity to ·· 

contribute towards economic g rowth and employment generation .  

During the  early 1 980s, tourism accounted for approximately 1 2  to 13  per  cent 

of G ross Domestic Product (GDP) .  Due to low l inkage s  with the rest of the 

eco nomy,  as wel l  as h igh import content, the tou rism i nco m e  multipl ier was 

estim ated at about 0 .94 ,  which was lower than the  sugar m u lt ipl ie r  (1 .47). 

(Britton ,  1 983) 

Approximately two thirds of the gross receipts of the tou rist i ndustry flows out 

of Fi j i  and g ove rnment po l icy is  to actively encourage a n  i ncrease in  the 

retention  of the tou rist dol lar. (Fiji Government, 1 985) The government has 

proposed that a study be u ndertaken (in conjunction with the p rivate sector) to 

determ ine  methods of stre ngthen ing the l inkages betwee n  tourism and other 

eco n o m ic sectors in o rder  to decrease the i m port co nt e nt of the tourism 

industry. 

A pi lot project funded and implemented by the Tourism Counci l of the South 

Pacif ic (TCSP)  has atte mpted to achi eve th is  i n  t h e  a re a  of  agricu ltu ral 

produ cts. Many of the f ru its and vegetables used in hotel restaurants have 

been imported from overseas. The TCSP project has brought the agricultural 

producers of Fij i  and the hote l  chefs togethe r to d iscuss avai lability of local 

products ,  qua l ity contro l  and supp ly .  The project has p roduced calender 

posters showing which products are i n  season ,  and which wi l l  assist the chefs 

i n  t h e i r m e n u  p lann i ng .  Th is  i s  o n e  exam p le  o f  s t re ng then i ng l i nkages 

between economic sectors and the government wants to further encourage 

g reater use of local agricultural produce in hotels and restaurants. 
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Investment In the Tourism Industry and Government Incentives: 

Unti l  recently, tou ri sm i nvestment i n  Fij i  h as b e e n  dominated by the private 

sector. Unti l 1 988, the  Fiji Government did not own or invest i n  hotel faci lities, 

a common practice i n  other Pacific Is land countri es.  However, i n  the N inth 

Development Plan , Government became com m itted  to playing a more active 

and positive ro le i n  tou ri sm ,  by stimu lat ing and  faci l itating i ncreased private 

investment activity i n  tou rism , and by constantly mon itoring deve lopments. 

Government pol icy stated that it p lan ned to channe l  funds through the Fiji 

Development Bank ( FOB) to be used as "seed money" for investme nt by local 

people as equity and  loans i n  major hotel d eve lopment projects. The FOB 

wou ld use th is a l locati o n  to bo rrow addit io na l  f u nds (with i n  its approved 

g u i de l i nes )  i n  o rd e r  t o  create a g re at p o o l  o f  f u nds  fo r th i s  p u rpose .  

Government was also prepared to give guarantees  for the FOB to raise the 

additional resources.  (FN : OP9 1 986) In  additio n ,  the Fiji National Provident 

Fund resou rces co u ld b e  made avai lab le  as  l oans  to the hote l  i ndustry ,  

channe l led th roug h t h e  FOB , in o rder  to  i nc re ase the amou nt of fu ndi ng 

avai lable for constructio n  of hotels. 

Un l ike the traditi onal  Eng lish speaki ng Austral ian  and New Zealand tou rists 

who have been Fij i 's mai n  customers, who are content to swim and l ie i n  the 

sun ,  the Japanese need to be entertai ned and seek more activities. Fiji wi l l  

have to improve services and its tourism i ndustry to cater to the Japanese 

tourists. 

· The big question that comes to mind is "What is · the  role of indigenous Fijians 

i n  t o u ri s m  d ev e l o p m e nt i n  v i ew of t h e s e  l a rg e ,  m u lt i - m i l l i o n  d o l l a r  

i nvestments?" This i s  a key issue and wi l l  b e  dealt with i n  Chapters 1 1  and 1 3. 

'· 
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8 Tourism Development Plans and Strategies 

The Fiji Govern m e nt p lays an important ro le in the development of the tourism 

i ndustry .  S ince t h e  1 960s it has i ncluded touri sm deve lopment p lans and 

strateg i es  i n  each of its 5 year nationa l d e v e lo pment p lans .  These are 

presented as st rateg ies  and p rog rammes i n  terms of the contribution of tourism 

to the n ationa l  e co n o my ,  i nvestment i n  t h e  t ou ri sm i ndustry ,  emp loyment, 

education and t rai n i ng , accom modation and air s e rvice and aviation policy. 

The Fiji Governm e nt 's tourism sector objectives for the DP9 period are : 

to ensu re that tourism development is  i n  harmony with the national 

development policies and objectives ;  

to i ncrease the use of local agricu ltu ral and othe r  p roduce i n  hotels 

so as to i nc rease tou rism valu e-added ,  and to improve overal l  

l inkage s  with the rest of  the economy;  

to  p ro m ot e  g reate r  local part ici pati o n  th roug h p rovid ing g reater 

oppo rtun itie s  to local entrepreneurs to i nvest in hotels and related 

i ndustri e s ,  and i ncreasing emp loym e nt of local people at middle 

and sen io r  manag_ement levels ; 

to dive rsify the vis itor source markets ;  

to faci l i tate  the setti ng up of  small scale secondary activity by local 

e nt re p re ne u rs th rough provis ion of basic infrastructure ,  physical 

resources  and c;redit faci lities; 

to increase the level of tourism awareness among the local people 

and visitors to Fiji ; and 

to e n s u re that adve rse effects o n  loca l  customs and cu ltures are 

avo ided  a n d  the  nat ion's cult u re s  e n h anced (Fi j i  Government, 

1 985) 
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During the DP9 period,  government policy i s  t o  encourage the deve lopment of 

secondary tou rist activiti es ,  such as diving  and  sno rke l l ing faci lities ,  caravan 

and  campi n g  parks and  oth e r  re lated act ivi t ie s .  These are activities that 

requ i re min imal capita l ,  manage rial and tech n ica l  s ki l l s ,  thus enabling more 

local e ntrepreneurs to participate i n  tourism.  The g overnment also encourages 

i ncreasi ng the number of special ised tourist g oods to service visitor shopping 

needs. The Japanese tou rists i n  particu lar l ike to spend money on specialty 

items which they can take home as gifts. 

One  of the secondary tourism activities that g overnment is targef-ting is  the 

handicraft i ndustry. The gove rn ment is com mitted to the  d evelopment of a 

m o re o rgan i sed h a n d icraft i nd u stry and  recog n i s e s  t h e  i m p o rtance of 

handicraft production in generating income and e mployment in the rural areas. 

One advantage of the handicraft i ndustry is that the ski l ls required to produce 

hand i crafts , and most o f  t h e  raw mat e ri a l s  a re  ava i lab le  local ly. The 

Government Handicraft Centre (GHC) was establ ished i n  1 976 and conti nues 

to market traditional handicrafts of high quality. ·Further  discussion of the GHC 

and traditional handicrafts is prese nted i n  a late r chapter. 

I n  1 988 the I nterim Government commissioned Coopers & Lybrand (funded by 

the Asian Deve lopment Bank) to prepare a Strategic Tou rism Masterplan. The 

f i na l  report was prese nted to g overn m e nt i n  Feb rua ry 1 989 ,  and cove rs 

tou rism deve lopment i n  Fij i  fro m 1 989 to 1 99 5. The nat ional goals of the 

Masterplan are : 

- · A sustained g rowth i n  total visitor expenditure . 

- Appropriate levels of local participat ion i n  al l  segments of the tourism 

sector. 

- I ncreased c o nt ri but i o n s. f ro m  t h e  tou ri s m  secto r to the national 

economy. 



2 6 1  

- An equitable d istribution of the benefits of tou rism. 

- Cu ltural harmnony for hosts and visitors. 

- Appropriate e nvi ronmental management. 

The o bjectives of the  p lan cover marketi ng and promotion ,  transport ,  hotel 

fac i l i t i e s ,  d e v e l o p m e nt of s e c o n dary tou ri s m  act iv i t i e s ,  s o ci a l  and  

e nvi ro nmental i mpact assessment and institutional development. One of the 

objectives i n  the development of secondary tourism activities is to : 

To provide more opportun itie s  for local participation in the touri sm sector to 

i nvolve , i n  tourism re lated e co nomic activity, communities not now associated 

with the sector. "  

The I nteri m  Government 's current 1 989 projects, i n itiatives and pol icies were 

set out by the Ministe r of Tou rism in June,  1 989. I n  summary these were :  

- Comp letion  o f  t h e  Tou rism Master Plan. 

- Extension of the i nvestment allowance provided for u nder Hote l Aids 

Act for a further period of three years. 

- C om p let ion  of the $ 1 0 mi l l ion improvement scheme for N adi  I nter­

national Airport. The terminal bui ldi ng has been redesigned to cater 

for  a peak t raffic load of fou r  B747s and th ree B767s. O n  a load 

factor of 70 per cent,  the transit lounge wi l l  comfortably accommodate 

u p  to 1 ,650 passengers ,  with seating for 1 ,000. 

Over the next two to three  years, the Civi l Aviation Authority wi l l  spend at least 

$3.5 mi l l ion o n  apron e xtensions ,  a new taxi-way, resurfacing of the secondary 

runway, e xpansion of cargo amenities, and an operations bui ld ing.  
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- Launching of the 200 room, $30 mil l ion Suva Sheraton Hotel which is 

be ing d eve loped by t h e  g overnment to sti mu late the construct ion 

industry and spread the benefits of  tourism. 

- Cabi n et approval ( i n p ri ncip l e )  for a scheme which wi l l  c reate an 

artificial lagoon and beach for Suva, with a large reclaimed area for 

residential and recreational development. This is currently at the pre­

feasibi lity stage .  

- Government support of  $2 mi l l ion for the  cost o f  infrastructure for  a new 

reso rt -- Sawen i  B e ac h  Resort .  Two lead ing  hote l  management 

companies (We sti n and  M e rid ian)  are i nte rested i n  management 

contracts for hotels p lanned for the resort. The resort is expected to 

provide over 2 ,800 jobs i n  the four year construction period. 

- D iscu ss ions  w i th  S h a n g ri - La Inte rnati o n a l G ro u p  (ow n e rs a n d  

operators of the Fij ian and Mocambo Resorts) regarding a _new resort 

on 900 acres of land adjacent to Natadola Beach . This wi l l  i nclude a 

number of hote l s ,  a n  1 8  ho le  championsh ip golf cou rse and other  

amenities. 

- Improvement of Fij i 's tourism retai l shopping i ndustry. 

- I mp l e m e ntat io n o f  a tou ri sm aware ness prog ramme us ing  rad io  

programmes. 

As indicated earlier, i ncentives for i nvestment fall under the Hotels Aid Act and 

provide for an i nvestment al lowance and certain customs concesions. These 

incentives have previously been avai lable only to  foreign investors. 
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lt i s  now recognised that additional fi nancial i ncentives should be avai lable for 

local i nvestors i n  the tourism sector. These can be provided by way of either a 

cash subs idy o r  a n  i nte rest rate subsidy o n  com me rcia l  bank loans. An 

i nterest rate subsidy would reduce the immediate cash costs to Government 

(and uti l ise some of  the  l iqu idity i n  the banki ng  secto r) whi le sti l l  rpr�:JVidi ng 

assistance to the i nvestor. However, th is  wou ld  b e  complex to adm in ister. 

The report suggested that seven per cent cash subsidy against approved initial 

capital expenditure , or a subsidy of 50 per  cent of the approved i nitial capital 

expenditure might be  more appropriate. lt recommended that this i ncentive be 

l imited to hotel and resort developments not exceeding  $F2 mil l ion and having 

two thi rds local equ ity contro l .  This i ncentive s h o u ld be made avai lable in 

addition to the  i nvestment alowance and customs concession. 

I n  November  1 988 ,  the I nteri m Governme nt announced that it  wou ld i nvesHn 

and bu i ld a 300 roo m ,  five star hotel i n  Suva, fi n anced with funds from the 

FOB, and operated by the Sheraton Hotel chain .  There was some speculation 

that the Government announcement of this fi rst ventu re into hote l investment 

was design ed to d e monstrate the Governme nt's confidence i n  tourism and 

hotel i nvestment in Fiji during  the post-coups period. Although this may have 

been part of the motivation ,  i n  fact , several new major foreign investments had 

already have been announced , E IE  in particular. 

However, t h i s  commitment by government shou ld e ncourage further foreing 

i nvestment i n  Fiji. The project wi l l provide the first mjo r hote l development in 

Suva and is scheduled to be completed in 1 991 . 

S i nce 1 988 ,  t he  J apanese h ave demonstrated a keen i nterest i n  tourism 

i nvestment  i n  Fij i .  Several l arge Japanese companie have bought major 

shares i n  several resort deve lopments. 
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One Japanese f irm has purchased Pacific Harbour l nterntional Resort and GoH 

Course , a major share in  the Hyatt Rege ncy Hotel on the Coral Coast , and yet 

anothe r has i nvested heavi ly in the newly completed Sheraton Fiji Resort (300 

rooms) on Denarau I sland in western Viti Levu near Nadi. 

However, t h e  larg e st J apanese investment to date has been  m ad e  by E I E  

I nte rnat i o n a l  C o rp o rati o n  o f  Japn ( E I E) .  Th is  co rpo rat i o n  h as rece nt ly 

purchased the  Regent Hotel (300 rooms) , part of the Sheraton Fiji Resort, and 

most of the su rrou nding land (680 acres) on Denarau Island. I n  addition ,  E IE 

i s  constructi ng  Fij i ' s  largest ,  most luxu rious and best appointed desti n ation 

resort .  E I E  is a p rivate company inco rporated in Japan in 1 972.  lt i s  owned 

and contro l led by M r Haru nori Takahash i  and members of h i s  fami ly. The 

co rporation  now contro ls  ove r two dozen publ ic and private companie s  and 

which include property development, hotels, golf courses, e lectronics , banking, 

te lecommunications  and pharmaceuticals.  E IE investments o utside of Japan 

i nclude :  

- Thi rty per  cent o f  Regent International Hotels ,  a top i nternat ional hotel 

o p e rat o r  wi th  Regent Hote ls i n  As ia ,  Australas ia ,  t h e · U . S: . and 

Europe.  

- Ownersh ip  of Regent Hotel properties and projects i n  Sydney, Mi lan ,  

London ,  New York, Bangkok, Hawaii and New Caledonia. In Fij i ,  E IE 

owns  t h e  Reg e nt of Fij i , p l us  part ownersh ip  of t h e  S h e rt o n  Fij i  

Resort. 

- Ownersh i p  in the Hyatt chai n hotel  properti es in  S aipan ( N o rthern 

Marianas ) ,  P e rth , Tah it i , Sanctuary (Austral ia's G o ld Coast) and 

Sydney. 



2 6 5  

- I n  Tahiti E IE  has rece ntly announced it wi l l  i nvest $US1 50 mil lion i n  

bu i ld ing 1 00 new ro o m s  at the  Beachcom ber ,  renovat ion  o f  the  

Moorea Beachcomber and  the  Hyatt Regency Tahara'a. The i nvest­

ment wi l l  be chan n e l l ed  t h roug h its subsid iary Tahiti Ho lding B.V 

(FN :P IM Ju ly 1 989) 

- Ownersh ip of a m ino rity s hare ho ld ing  in Air Pacif ic (Fij i ;s national 

airli ne) .  

The new EIE Denarau resort wi l l  h ave five hotels (each approximately 300 

room s ) ,  6 1 8 tow n h o u s e s ,  c o n d o m i n i u ms a n d  v i l l as ;  a 35 acre mari na ,  

shopping areas, restaurants, cultu ral entre , convention and business faci lities, 

a go lf course , tenn is ranch  and othe r  recreational  activities. The estimated 

cost is $F300 mi l l io n and work has a l ready been i ntiated. This p roject wil l  

provide over 2 ,000 jobs duri ng constructi on and several hu ndred permanent 

jobs o n  completion .  l t  wi l l  also generate numerous contracting opportunities, 

local purchases of goods and seNices and provide i ncom e  generation  for the 

tradit ional land owners .  The is land is owned by th ree landowning Yavusa of 

Narewa Vil lage and the lease is managed by the  Native Land Trust Board 

(NLTB). 

The lease rental i ncome from this mu lti -mi l l ion do llar p roject is substantial and 

d i rect ly ben efits t h e  t rad i t i o n al l a ndowners .  When  the deve lopment is 

completed (in approxi mate ly eight years) Denarau wi ll be able to cater for over 

5 ,000 visitors. 

I n  a re lative ly short ti m e ,  E I E  h as e m e rged as o n e  of Fij i 's most important 

corporate concerns. lt repesents a scale of development and invetment never 

before experienced in Fij i and the reg ion .  E IE  became i nterested in i nvesting 

in Rji in 1 987, after the coups. Whi le most investors were trying to get out of 

Fij i ,  EIE was one of the few corporations looking at new investment. 
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Japanese i nvestment i n  Fiji tourism , and particu larly the E IE investment ,  has 

opened a n ew e ra fo r tou rism deve lopm e nt i n  Fij i . lt means that more and 

more J apanese tourist wi l l  travel to Fiji and it means that the tourissm industry 

i n  Fij i  wi l l  n eed to cate r more specifically to J apanese tourists' needs. This 

i nc lud e s  bett e r  restau rants ( includi ng good  Japanese  restau rants) , more 

secondary activities such as up-market shoppi ng , more tourist attractions and 

activities ,  and people who speak the Japanese langu age .  

C Visitors Arrivals and Marketing 

Fiji was the first South Pacific Island country to serious ly deve lop tourism after 

World War 1 1 .  By I ndependence i n  1 97 0 ,  Fi j i  h ad establ ished an accom­

modation i nventory of nearly 2 ,000 rooms. A total of  1 1  0 ,000 overseas visitors 

visited Fiji i n  1 970,  as well as approximately 42,000 cru ise passengers. 

Between  1 970  and 1 986 Fiji had a total room i nvento ry of over 4 ,200 rooms 

capabl e  of accommodati ng  some 7 ,000 visitors p e r  n i g�t .  In 1 986 , visitor 

arrivals reached a record high at 257,800 visitors , who stayed an average 7.9 

days, and contri buted an estimated $F1 85 mi l l i on  i n  fore ign exchange. 

However, as a result of the political prob le ms  i n  Fij i , 1 987 proved to be a 

disastrous  year for tourism. The two mi litary coups wh ich took p lace i n  May 

and September 1 987 caused a severe downtu rn i n  visitor arrivals, resu lting i n  

a 26  p e r  ce n t  d ecrease in  1 9 87 to  a total  o f  1 9 0 , 0 0 0  v i sito rs .  C ru ise 

passengers fo r t h at year  fe l l  by 25 pe r  cen t  to 3 2 ,500  
·
and total fore ign 

exchange earn ings  were approximately $F1 50 mi l l ion .  (Table 9 .2) The drop in  

visitors can be attributed to the negative impact of  the two mi litary coups o n  the 

source m arkets of Australia and New Zealand, where m edia reports created 

the image that Rj i was an unsafe desti nation. 
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Despite the decline i n  visitors from al l sources i n  1 987, it is c lear that marketing 

by the  FVB and i nte rnati o na l  ai rl i n es  i n  key sou rce m a rkets ( e special ly 

Australia) has been successfu l  i n  increasing visitor numbers .  

The strategy for the DP9 period was to target an average annual g rowth rate of 

1 1 .5 per cent in visitor arrivals (400 ,000 visitors) with average length of stay to 

remain at 7 days by 1 990. This strategy also impl ied a 6 .3  p e r  cent average 

annual i ncrease in tourist receipts in 1 985 dol lars. 

With the  setback of the military coups, this target will not be attai nable by 1 990. 

However, p rojections  for i nte rnational tourism g rowth for Fiji i ndicate that by 

the year 2000 ,  Fiji wi l l receive 860 ,000 visitors , with an estimated $F580 mill ion 

in foreign exchange earnings. These projections are based on a g rowth rate of 

1 1 .5 per cent. 

FVB projections of visitor arrivals ind icate that 260 ,000 tou rists  wi l l visit Fiji in 

1 989 (an i ncrease of 27.4% on 1 988). Forecasts also show that by 1 990 Fiji 

wi l l receive 290 ,000 visitors with estimated earn ings of $F1 9 6  mi l l i on ,  and that 

by the  year  2000,  860 ,000 visitors wi l l  visit Fiji with e stim ated e arni ngs of 

$F580 mil l ion .  

Tourism Marketing 

The FVB seeks to achieve its marketing objectives and targets by u ndertaking 

advert is i n g , trade p ro moti o n s  (ge nerally i n  cooperati o n  with t h e  Fij i trave l 

i nd u st ry )  a n d  co o rd i n at e d  p u b l ic  re lat i o n s p ro g ra m m e s  t o  m axi m ise 

opportu niti e s  to gai n  favou rable publicity. These activit ies are supported by 

the p roduct ion of tou rist l iteratu re (enchanced by paid p roduct advertising), 

ass em b ly and  d i st ri b ut i o n  of p roduct i n fo rmati o n ,  a n d  c o o rd i n ati on  of 

arrangements for famil iarisation  visits by journalists and travel agents. 
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TABLE 9.2 
FIJI :  TOTAL OVERSEAS VISITOR ARRIVALS 

CALENDAR N UM B ER O F  ARRIVALS %AGE CHANG E 
YEAR 

1 980 
1 981 
1 982 
1 983 
1 984 
1 985 
1 986 
1 987 
1 988 

1 89,996 
1 89.935 
203,640 
1 9 1 ,630 
235,220 
228, 1 90 
257,800 
1 89,862 
208, 1 55 

+ 0.7% 
- 0 .0% 
+7.2% 
- 5 . 9% 

+22.8% . 
- 3.0% 

+1 3.0% 
-26.4% 
+1 0.0% 

Source: Fij i Mi nistry of Tourism , Civi l Aviation & Energy 
Fiji Visitors Bureau 
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The marketi ng objectives of the FVB are to : 

e ncourage visits to Fiji by people from other  countries  and to maximise 

the economic and social benefits of international tourism ;  

coordi nate overseas promotion activities in  cooperatio n  with the Fiji travel 

industry;  

e nsure Fij i 's marketi ng operations  are innovative , e ffective and efficient 

to maximise avai lable resources ;  

i ncrease trave l industry participation in  the FVB's m arketing activities and 

to increase cooperative contributions. 

The FVB has a total operating budget for 1 989 of $FI .4 mi l li on ,  and a proposed 

total marketi ng  budget of $ F 4 . 4  m i l l io n fo r its market i n g  p rogrammes i n  

Australia, No rth America, New Zealand, Japan and Europe .  

Market Sources 

Fiji is geog raphical ly positioned at the cross-roads of i nternational ai r and sea 

transportation  between North America and Australia and New Zealand ,  which 

provides opportunities for stop-over visitors between the north and south . 

Fiji 's visitors can be broadly divided into four g roups: 

( 1 ) Long staying vacation visitors from the short haul markets of Australia and 

New Zealand ; 

(2)  S h o rte r  stay ing vacati o n  vi sito rs from the long h au l  markets of No rth 

America, Japan and Asia; 

(3) Longer staying vacation visitors from the long haul  markets of Europe ; and 

(4) Longer staying , primari ly business, and stop-over visitors from the regional 

markets of other Pacific Islands. 
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Du ring the mid-seventies ,  t he  Australia and New Zealand m arkets dominated 

Fiji tourism, with a comb ined share of total arrivals of 62 per  cent. However, 

the number of N ew Zealand visitors decreased d ramatical ly from a high of 26 

per cent in 1 975 to 8 .5  per  cent i n  1 987. There was also a marked reduction in 

the number of U nited States visitors as a result of t he  withdrawal of American 

Ai rl ines services i n  the  1 970s and Continental Ai rli nes i n  1 987, and overflying 

by Qantas and Pan American .  Japanese visitor arrivals to Fiji peaked in 1 982 

with over 1 8,000 visitors ,  but decli ned to 1 2 ,000 vis itors i n  1 986. lt i s  expected 

that visitors from Japan wi l l  i ncrease as a result of a new N adiffokyo/Nadi PJr 

Pacif ic service wh ich  was i n aug urated i n  Octob e r  1 988 .  Vis itors from the 

U nited Kingdom and Europe have conti nued to i ncre ase du ri ng the 1 980s. 

The Fiji Government is i ntent on capturi ng a portio n  of the s ignificant Japanese 

market. In 1 988, e ight and a half mil l ion Japanese travel led overseas and this 

is expected to i ncrease to 1 0  m i ll ion in 1 990. 

I n  addition ,  Fiji i s  pursu ing other Asian markets i nc lud i_ng Korea and Taiwan. 

Market research  s hows that over one mi l l ion Koreans wi l l  travel overseas in 

1 989,  with approxi mate ly 1 7 ,000 visit ing Ocean ia (mostly Australia and New 

Zealand). Koreans are m u lti -desti nation tou rists who would regard Fiji as an 

attractive stop-over. To e ncourage th is ,  Air Pacific has appointed a general 

sales agent i n  Seou l  and wi l l  launch a jo int fare with Kore an Airl i nes from 

Seoul to Tokyo to Nadi. 

I n  1 988, over 1 . 6 m i l l i on  travelled ove rseas from Taiwan, with about 1 7,000 

visiting Oceania. Air Pacific has also appointed a representative in Taipei. 
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Average Length of Stay 

Australian and N ew .Zealand visito rs g e n e ral ly stay i n  Fiji longer  than other 

visito rs , with an  average of 1 0  day visits. In comparison ,  visitors from North 

America, Europe and  Japan averag e  fro m  fou r to seven days . The average 

length of stay for t he  year e nded May 1 988 i ncreased to 8.83 days. (Table 

9.3) 

TABLE 9.3 
OVERSEAS VISITORS TO FIJ I BY LENGTH OF VISIT 

CALENDAR YEAR LENGTH OF VISIT (DA VS) 

1 980 
1 981 
1 982 
1 983 
1 984 
1 985 
1 986 
1 987 
1 988 

8 .5 
8 .7  
9 .4  
9 . 1  
8 .5 
8 .3 
7.9 
8.4 
8.8 

Source: Fiji Visitors Bureau 
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Overseas Visitor-days 

The combination of number of visitors and thei r average length of stay enables 

t h e  m e asu re m ent  of "vi s i to r-days" .  Th is  dete rm ines  the  ave rage dai ly 

presence of visitors in Fiji and the room or  bed requ i rement to accommodate 

these visitors. I n  1 980, total days spent by visitors to Fij i  were recorded at 1 .6 

mi l lio n ,  which increased to two mi l l i on  i n  1 986 , but fe l l  to 1 .6 mi l l ion in 1 987. 

(Table 9 .4) I n  1 983, over 66  per  cent of total visitor-days (or bed-nights) spent 

in Fiji were Australian and New Zealand visitors. By 1 987 this had declined to 

55 per cent due  to the increase in  visitor  flows from North America and Eu rope. 

Desp ite an i mprovement in l ength of visit in  1 987, total visitor days declined by 

700,000 or  33.4 per cent to 1 .58 mi l l ion .  (Table 9.4) 

TAB LE 9.4 
OVERSEAS VISITOR-DAYS SPENT I N  FIJI AND . 

AVERAG E DAILY PRESENCE 

CALENDAR YEARVISITOR-DAYS AV. DAILY PRESENCE 
(MILLION S) 

1 980 1 .57 4,290 

1 981  1 .59 4,356 

1 982 1 .84 5,041 

1 983 1 .69 4,630 

1 984 1 .95 5,329 

1 985 1 .85 5,068 

1 986 2.0 1 5,507 

1 987 1 .58 4 ,329 

Source: Fiji Visitors Bureau 
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D Fiji Accommodat ion Industry 

Fiji now has approximate ly 4 , 500 rooms avai lable for visitors. Over one  th ird of 

these rooms are manag ed and operated by t h e  i nternational hotel chains  of 

Regent ,  Shangri - La ,  H yatt , Sheraton and South Pacific Hotels Corporat ion  

(Travelodge) .  Most of the roo ms are concentrated on the western s ide of Viti 

Levu, especially the Nadi area,  the Mamanu ca g roup of is lands and the Coral 

Coast. (Table 9 .5) 

TABLE 9.5 
LOCATION OF FIJI TOURISM ACCOMMODATION 1 98 8  

AREA OF ACCOMMODATION PERCENTAGE OF TOTAL ROOMS 

Nadi area 

Mamanuca Group 

Coral Coast 

Deuba (Pacific Harbou r) 

Suva 

Outer Islands 

Blue Lagoon Cruises 

Otherareas 

Source� Fiji Visitors Bureau , 1 988 

3 1 .3% 

1 1 .9% 

21 .2% 

3.6% 

1 8.5% 

4 .6% 

3.0% 

5.9% 
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D P 9  i nd icates  t h at g overn m e nt p o l i cy  i s  t o  co nti n u e  t o  e ncou rage the 

development of additional tou rism i nfrastructu re to accommodate an  increase 

in visitors. The recent Tourism Masterp lan estimates that an addit ional 1 ,500 

hotel rooms wil l  be requ i red by 1 995. These should comprise .  

1 ,000 premium resort rooms 

200 premium city hote l rooms 

200 m id-scale resort rooms 

1 00 rooms related to special i nterests (e.g.  diving,  trekki ng) 

Demands for small scale accommodation  to cater for special i nterest g roups in 

vi llages and outer  is land locations are not expected to cause a supply problem. 

Several cu rrent proposals for bure style accommodation in various locations 

are already i n  p lace. Si mi larly, at the  m iddle market leve l ,  refurbishment of 

several hotels i s  currently taking plac� and supply wil l most l ike ly be adequate. 

In addition the projected demand for prem ium city hotel rooms wil l be  satisfied 

by the proposed Suva Sheraton ,  due fo r completion in 1 99 1 . 

If p lans for p remium resorts/hote ls p roceed as proposed, (e.g . Denarau Island, 

Sawen i  B each etc . )  the su pp ly  of u p - m arket acco mmodatio n  s hou ld be 

l suff icient .  H owever, the lead ti me needed to convert p roposals to operati ng 

real it ies (th ree-five years) means that co nstru ction must start i m mediately if 

goals are to be met by 1 995. 

Gove rn m e nt po l icy is to cont i nue  to e ncou rage the deve lopment  of major 

i ntegrated resorts as we l l  as support the deve lopme nt of smal le r hotels in  

suitable locations. 
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T h e  M aste rp lan  reco m m e nds that the F i j i  H ote l Associat ion  (FHA) , i n  

c o n j u n cti o n  w i th  appro p ri ate  Gove r n m e nt au th o rit i e s  and the  i ndustry ,  

e stabl i sh  a two-tie r  g radi ng  system for hote ls/reso rts. The fi rst system of 

classification  shou ld be based on the type of acccommodation and faci lities 

p rovided ,  as a n  aid to data col lection and a nalysi s ,  land use , investment 

p lann i ng  a n d  adm i ni st rat i o n .  The seco nd c lass if icatio n  would i nvolve a 

"standards com mittee" who would apply an international star rati ng system to 

exist ing p roperties in each category type. This wou ld improve standards in the 

i ndust ry th rough g reate r competitiveness and e n s u re that visitors understand 

what standard of accommodation they are purchasi ng .  

E Air Service 

International Air Service 

An i nternational ai r service is probably the key factor  i n  the development of any 

Pacif ic  Is land tou ri sm i ndustry ,  i ncludi ng Fij i .  B e cause of re moteness and 

isolatio n  fro m  the source markets, Fiji is dependent on a _re liable ai r service to 

t ranspo rt v isi tors .  Without a frequent, rel iab le  ai r se rvice , the re can be no 

furthe r  g rowth i n  accom modation or visitors for  Fij i . 

Fiji ' s  �e�D� ratDhic l!icat ien at the cr®ssni)a�s betwee n  nctrth  and south in  the 

Pacific gives it a certain advantage ewer t::>ther Pacific I s land countries. lt has a 

wel l -estab l ished tou ri sm i nfrastructure and e njoys a n  extensive ai r services 

network th rough its main  i nternational airport at Nadi , i n  western Viti Levu. As 

a re s u lt ,  F i j i  has deve loped  as a cent ral l oc at i o n  fo r both ai r and sea 

com mu nication .  
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TABLE 9.6 
AIR PACIFIC SHAREHOLDERS 

(as of March 1 988) 

No.of shares % Paid-up Capital % 
(000) ($F 000) 

Government of Fiji 20 ,332 77.9 1 0,709 65.0 
Qantas Airways Ltd.  5,000 1 9.2 5,000 30.3 
Air New Zealand Ltd. 505 1 .9 505 3.1  
Governments of: 
Solomon Islands 70 0.3 70 0.4 
Kiribati 70 0 .3 70 0.4 
Tonga 70 0.3 70 0.4 
Western Samoa 32 0 . 1  32 0.2 
Nauru 23 0 . 1  23 0 . 1  

Total 26,093 1 00.0 1 6,480 1 00.0 

Source : Tourism Council of the South Pacific, 1 988. 
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Fiji is currently serviced by several majo r i nternational carrie rs :  QANTAS, Air 

New Zealand ,  Canadian I nternational , and Ai r Pacific.  I n  t he  past, several 

American carrie rs have serviced Fiji , including Pan A m e rican i n  the 1 960s, 

American Ai rli n e s  i n  the 1 970s and fi nally Conti nental Ai rlines  in the 1 980s. 

S i nce Con t i n e nta l  a i rl i nes  ceased se rv ice i n  1 9 8 7  (d u e  to e nd to end 

problems), Fiji has not been serviced by an American carri e r. The continued 

shortage of dedicated seat capacity to the west coast of the  U .S .  has been a 

source of frustration  to the government and the i ndustry .  lt has been a major 

constrai nt o n  g rowth.  Fiji Government has been carry i ng out negotiations with 

U .S.  airl i nes and the U .S .  government to resolve the ai rli n e  capacity problem 

from the U.S .  

Ai r P ac i f i c  L i m i ted  ( FJ )  i s  F ij i ' s  nat io na l  a i rl i ne , j o i nt ly owned by s ix  

governments and two airli nes. (Table 9.6) The company was formed in 1 957, 

origi nal ly under  the name of Fiji Airways Limited. In 1 971  the company was 

renamed  "Ai r Pacific Limited" which reflected the i ntention at that time that rt 
wo u ld  beco m e  a reg io na l ai rl i n e  to be own ed by s e ve ra l  Pacif ic Is land 

countries .  Although several island countries hold shares i n  A i r  Pacific, the Rji 

Government assumed more financial and political responsib l ity for Ai r Pacific 

Ltd. and in 1 974 , the Fiji Government assumed the contro l l i ng  i nterest. 

I n  1 984 Fiji Gove rnment selected Qantas Airways to manag e  and operate Air 

Pacific. The m anagement support ag reement and a lease ag reement for the 

use of 8747 ai rcraft from the Qantas fleet were signed and are effective u ntil 

March 1 995.  According to the 1 986/87 Annual Report of Air Pacific ,  Qantas 

has ag reed to " underwrite any net losses incu rred by Air Pacific on its airli ne 

operat ions" u p  to 31 March 1 990. However ,  Ai r Pacific h as returned major 

profits for 1 988 and 1 989 ($900,000 and $3 mi l lion) .  

----- -
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The objectives of Ai r Pacific are : 

To  p ro vi d e  t h e  necessary a i r  t ransport a n d  co m mu n i cat ion  

require ments for Fiji and its tourism industry. 

To operate o n  a profitable basis. 

To provide an efficient and safe ai rl ine operation .  

To provide a meaningful contribution to  the  Fiji economy. 

To operate :  

I nternatio nal routes , i .e .  Australia, New Zealand ,  North 

America and Japan ; 

Reg ional routes, i . e .  Tonga, Samoa, Vanuatu,  Solomon Is lands 

and N ew Caledo nia;  

D o mestic routes ,  i .e .  Suva/Nadi , Suva/Labasa. 

Currently Ai r Pacific operates the fol lowi ng types of ai rcraft : 

1 8747-200 

1 8737-200 

2 ATR 42 

1 Twi n Otte r 

leased from Qantas, Australia 

owned by Air Pacific 

owned by Ai r Pacific and 

leased from Fiji Air, Fij i .  

The domestic routees (Suva/Nadi and Suva/Labasa) are being operated as a 

commuter service with both ATR42 and Twin Otter. 

I n  the year e nded 31  March 1 988, a total number of 274,000 passengers were 

carri e d  by  A i r  P ac i fi c, · re p resent i ng  an  i n crease of 4 , 000 p asse nge rs 

com pared w i th  1 986/87 .  A lthough the m i l itary coups i n  1 9 87 caused a 

dramatic decrease i n  the number of tou rist arrivals for Fij i ,  Ai r Pacific kept its 

market share. 

This was due  to cheap i ncentive fares intiated between Australia and Fiji which 

- - ---
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These ai rcraft are u sed to serve the fol lowin g  routes (weekly frequency}: 

TABLE 9.7 

AIR PACIFIC INTERNATIONAL ROUTES AND FREQUENCIES 1 988 
(WEEKLY FREQUENCY) 

ROUTE TYPE OF AIRCRAFT FREQUENCY 

Nadi/Sydney 8747 4 

Nadi/Brisbane 8737 1 

NadiNi la/Brisbane 8737 3 
Nadi/ Auckland 8747 1 
Nadi/ Auckland 8737 2 

Honiara/Brisbane 8737 2 

Nadi/Narita (Japan) 8747 1 
Sydney/Tonga (via Nadi) 1 
Tonga/Sydney • • 1 

Source : Tourism Counci l  of the South Pacific ,  1 988. 
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were offered i n  the period i mmediate ly aft e r  t h e  coups, and the fact that Air 

New Zealand and Conti nental Ai rl i nes  both stopped flyi ng i nto Fiji after the 

coups. Ai r New Zealand resumed services i n  November 1 988. 

Australia remai ns  Fij i ' s  larg e s  s o u rc e  m a rket for v is i tors .  Air Paci fi c  ( in 

conjunction with Qantas) wi l l  boost the n umber of seats to Fij i  by approximately 

1 2  per cent , about half a 8747 a week. 

Domestic Airlines 

Several airli nes operate services within the Fij i l slans. These i nclude Fiji Ai r 

(PC) , Sunflower Ai rl ines (28) and Turt le Airways. 

Fiji Government has a 25 per ce nt s hare hold i n g  in Fiji Ai r which operates a 

fleet of eight smalle r ai rcraft out of Suva. Besides its domestic services, the 

ai rl i ne  has a contract with the Tuvalu Govern m e nt to service the capital of 

Funafuti three times a week with a Ri ley Heron .  

Sunflower Ai rli nes ,  which i s  private ly owned , ope rates a f leet of six smal ler 

ai rcraft from its base i n  Nadi for both schedu led services and charter flights to 

island resorts. Turtle Airways, which is also privately owned , provides charters 

to various islands. 

Civil Aviation Policy 

The Fiji Government continues  to review and m o r'iito r  it's civi l aviation and 

landing rights po l icy to ensure i ncreased visitor traffic to Fiji and to develop 

better accessability to neighbouring is land countries. 
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Prior to 1 987 ,  Fij i was experienci ng screen i ng  o n  short-haul passengers by 

some of  t h e  i nte rn ationa l  carri e rs ope rati n g  t h ro ug h-f l ights. As a resu lt 

Government i nstituted a pol icy that all future Bi lateral Flight Agreements wou ld 

provide for m in imum capacity in order to e nsure su fficie nt ai rli ne seats. 

Civi l aviation policy worldwide is  changing toward l iberalisation in ai r transport. 

Fiji is u ndertaking a policy which it terms "contro l led competition" to avoid the 

i nstabi l ity of a n  "op e n  skies" policy. "Contro l led competition is an approach 

aimed at e ncourag ing  ai rli nes  to offer competitive fares to Fij i .  

One of the critical considert ions i n  the issue of fares and seats relates to the 

commercial advantages to an operater  of seats bei ng sold "end to end" (e.g: 

Sydney to Los Ange les). Airl ine operators tend to dedicate the great majority 

of ai rl i ne  s e ats to t h i s  " e n d  to e nd" t raffic ,  rathe r  than to an i ntermediate 

destinat ion such as Fij i .  The "overflyi ng" p rob lem that Fiji faces wil l become 

more serious with the emergence of the 8747-400 which has the abi lity to fly 

non-stop between Sydney and Los Ange les without any load penalties.  

The Fiji gove rnment has successfu l ly negotiated critical traffic rights for Air 

Pacific. These i nc lude com mercial rig hts to  Sydney,  Melbourne,  Brisbane, 

Auckland, Wel l i ngton ,  Christchurch, Honolu lu ,  Los Ange les, Vancouver, Narita, 

Seoul ,  S ingapore , H og Kon g ,  Tah iti , bombay and New Delhi .  Although Ai r 

Pacific is not i n  a positi o n  to  uti l ie  them a l l ,  t he  g overn ment is consi.deri ng 

ava i lab l e  op ti o ns to e ncou rage t h e s e  d o rm a nt rig hts  to be u sed .  F i j i  

Governemtn is  a ls  e ntering i nto bilateral ai r service ag reements with Thai land, 

I ndonesia and Malaysia as part of a new thrust for Asian trade and tourism. 
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-� F Tourism Employment 
,( ·  

Tourism is an i mportant source of employment in fij i .  In addition to providing 

employment in the u rban centres ,  tou rism also provides jobs for perop le  in less 

developed areas , where emp loyment opportunities are limited.  

Tourism is a labour  i ntensive i ndustry, with the added advantage of e mployi ng 

ski l led g radu ates from u n ive rsities and technical i nstitutes as we l l  as semi­

ski l led labou r. A h igh proportion of those e mp loyed are married women and 

young people. 

In an early study of tou ri sm e mployment in a hotel in fij i ,  Samy (1 973) found 

that 33 per cent of the  e mployees i n  the hotel  were women.  I n  1 977, 6 ,6 1 9 

pe rsons  were e m ployed  i n  d i rect touri sm employment:  48 p e r  cent were 

employed in the accommodation  sector, 1 4  per cent i n  tourist shoppi ng trades, 

1 4.7 per cent in the handicraft sector and 1 1 .6 per cent in  the e ntertainment ,  

travel  and tou r  s ecto rs. ( B ritton ,  1 983) l t  was estimated that another 3,41 4 

peop le were e m ployed i nd i rectly i n  tour ism throug h  oth e r  secto rs of the  

economy. 

With deductions made for fo reigners whoheld hotel management positions and 

entertai nment (who also he ld other positions in  hotels) net employment in the 

tourist i ndustry was approximate ly 9 ,000 jobs i n  1 977. (Britton , 1 983) 

However, in 1 977 the tou ri sm industry's abil ity to stimu late employment was 

lowe r t han for  a l l  p ri mary and secondary secto r i ndustri es .  Th e tou ri sm 

i ndustry's propensity to stimu late employment was a o .34 per cent i ncrease in 

labour demand for e ve ry 1 .00  per cent i ncrease i n  expenditures ,  compared 

with mu ltipl ie r avaerages  of 0 .64 for primary sector industries ,  and 0 .55 for 

secondary sector industries.  (Britton ,  1 983) 
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Varley (1 978) fou nd p rovid ing  tourism jobs very expensive . For example he 

found that an i nvest m e nt of at least $25,000 i s  n eeded to create one hotel 

job(p.58). Th is  i s  o n e  reason why the secondary tou rism secto rs of tou rist 

shopping a n d  hand ic raft vendors may be  m o re appro priate avenues  to 

p romote employment ,  although they probably offer less security. 

Estimates of d i rect e m ployment for the period 1 981 -1 984 show an average of 
, ·  

6 ,700 perop le  e mployed.  Of these, 50 per cent were in the hotel sector; 1 4.4 

per  cent in t he  wholesale ,  retai l and distribution sectors ;  and 20 per cent in the 

tour and transport sectors. lt was estimated that approximately 1 7,823 ·people 

were either d i rect ly o r  ind i rectly employed in tou rism by 1 985. (Table 9.8) . By 

1 988 , it was e sti mated that th is number  has g rown to over 24,000 people.  

P rojections i nd icate t h at d i rect employment in the tou rism industry wi l l  g row 

f rom 7 ,664 i n  1 985 to 1 3 ,231  by 1 990. (Table 9 .9)  

G overnment  po l icy is  to e ncourage the g rowth f tou rism to provide more 

e mployment. l t  has been  e stimated that on average,  approximately 1 2  to 1 3  

additional v is ito rs are  requ i red to support one  additi on�! job in Fij i .  On this 

b asi s ,  it was e st i m ated  i n  1 985 that the  tou ri sm  i ndu stry wou ld  provide 

approximate ly 5 ,567 addit ional jobs in tou rism related activities by 1 990. 

G Educat i o n  and  Tra in ing 

The government is p re pari ng a tourism awareness programme which wi l l  be 

i nt roduced i nto the  c u rricu lum of the secondary schoo ls .  To inform young 

people ofthe benefits (and problems) of the tourism i ndustry. 

In addition;  the Government recognises the need to deve lop an educational 

p rog ramme fo r overs eas v is itors. This wou ld i nclude i nfo rmation on issues 

such as the languag e s  of Fij i , the Fijian way of l ife , the system of �overnment 

and the Fiji economy .  
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Table 9 .8 
FIJ I : Potential for Labour Absorption  In  Tourism During DP9 

1 985 1 990 Additional 
Employment 

Hotels and Restaurants 3 ,832 6 ,6 1 6 2 ,784 

Wholesale and Retai l Trade 1 , 1 04 1 ,905 801 

Transport 1 ,533 2 ,646 1 , 1 1 3  

Other Sectors 1 , 1 95 2 ,064 869 

Direct Employment 7,664 1 3 ,231 5 ,567 

Indi rect and Induced E mployment 1 0 , 1 59 1 7,538 7,379 

Total 1 7 ,823 30 ,769 1 2,946 

Note : lndi rect and induced employment shows e mployment generated in all 
the other sectors of the economy through the multiplier effect for tourism 
expenditure .  

Source : Fiji 's N inth Development P lan 1 986-1 990, Central Planning Office ,  
Suva, 1 985. 

Table 9.9 
FIJI :  Manpower Requirements for the Tourism Industry 

1 985-1 990 

% 1 985 1 990 Additional 

Level I Mangerial 5 383 662 279 

Level 1 1  Higher Technical 1 2  920 1 ,588 668 

Level I l l  Medium Technical 30 2 ,299 3,969 1 ,670 

Level IV Basic 53 4 ,062 7,01 2 2 ,950 

Total 7 ,664 1 3,231 5,567 

Source : Fiji 's Ninth Development Plan 1 986- 1 990 , Central Planning Office , 
Suva, 1 985. 
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This programme wi l l  also i nclude trai ni ng of tourism workers s o  that they can 

be mo re effect ive as d isse m into rs of i nformation .  The wo rke rs would also 

benefit by beco ming  better  i nformed on the culture , history and traditions of 

Fiji . This wou ld i mp rove the image of the local workers i n  the  i ndustry, and 

increase the overal l  aware ness of tourism in Fiji . 

Al l companies i n  Fiji are requi red to contribute 1 per cent of the i r  wages and 

salr ies to t h e  F i j i  N at i o n al Trai n i ng Counci l (FNTC) ,  and as an i ncentive ,  

companies re  e ntitled to a refund i f  they provide courses for the ir  employees or  

release them to be trai ned e lsewhere. Most companies tke advantage of  this 

trai ning scheme ,  and fi nd  it in thei r best interests to trai n the i r  e m ployees to 

retrieve at least some portion of thei r i nvoluntary contribution to trai n ing .  

Training for the tou ri sm i ndustry in Fiji come under three categories: First, the 

larger  hote l s  no rm al ly conduct the i r  own i n -house trai n i n g  p rog rammes .  

Second,  the Fij i N ati o n al Trai n ing Counci l ,  th roug h the  H ote l  and  Cate ri ng 

I ndustry Board ,  conducts short-term courses to upgrade practical food and 

beverage train ing ,  f ro n  o ffice/reception mangement, and housekeepi ng. Thi rd ,  

the Tourism Counci l of  t h e  South Pacific (TCSP) provides trai n ing on  request 

by the Fiji Govern me nt .  TCSP has conducted short-term train ing courses on 

tou r gu ide t rai n i ng , strateg ic marketing ,  co l lection and ana lysis of statistics , 

and general background o n  the tourism industry. 

The Hotel and Cate ri ng  l ndust,Y Board (HC IB) consists of rep resentatives of 

employe rs , i nvesto rs · and  government. The main function  of the. Board is to 

i dent ify trai n i n g  n e e d s ,  decide o n  priority areas and a p p rove  t rai n i n g  

programmes for the i ndustry. The school of Hote l and Catering  Services was 

established to train Fij ians for employment in the tourism industry. 

The programme is d eve loped in partnership with the tou ri s m  i ndustry and 
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i ncludes compulsory periods of i n-plant trai ning between terms. Students are 

usual ly gu ara n t e e d  e m p loym e nt and  some are  act ive ly  s p o n s o re d  by 

employers who p rovide them with a subsistence allowance and pay the ir  fees. 

In  1 978 it was e stimated that 884 people who were _at that ti me e mployed in 

hote l  and cat e ri n g  requ i red t ra i n i n g .  The sch o o l  of H ote l a n d  Cate ri ng  

Services did n ot have the capacity or  adequate resources to  meet the demand 

of the i ndustry fo r more t rai ned personne l .  (Taal , 1 982) The e mphasis i n  

trai ning for the tou rism i ndustry has traditionally been i n  the lower ski l led areas. 

As a resu lt F i j i a n s  are not  re prese nted i n  any s ig n i ficant n u m b e r  at the  

mangement  l e v e l  of  t h etou ri s m  i ndust ry ,  and  t he  m anag e me nt of  these 

establishments has conti nued to  be domi nted by expatriates. U nti l recently, 

the U nive rsity of  t he  So uth P aci f ic has not p rov ided cou rses i n  tou rism 

management .  H owever ,  a new project o f  the TCSP wil l  provide fund ing to 

develop a tourism diploma curricu lum for the Un iversity of the South Pacific .  

I n  addition,  the Government recently announced that plans were u nderway for 

the establishment of a new Hotel and Tou rism School i n  Nadi i n  the western 

part of Viti Levu w h e re the  majo rity of hotels are concentrated.  Th is  wi l l  

provide both p re-service and i n-service train ing .  The new school wil l help meet 

the objective of imp rovi ng  the coordi nati o n ,  de l ive ry ,  quality and scope  of 

trai n ing avai lab le to the tou rism industry .  The objectives of the Hotel  and 

Tourism School are : 

a) to p rovide trai n ing at all levels for people wishing to enter the hote l 

and touri st i ndustry ,  and to p rovide professional development for 

those already i n  employment; and 

b) to p rovide the type of trai n ing that wi l l  i nduce competence i n  al l  

employees  at al l  levels of the Tou rism I ndustry, and enable them to 
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provide t he  ran g e  and quality of services that wi l l  b e  requ i red by 

visitors. (Coopers & Lybrand ,  1 989) 

P lan n i ng  fo r the  n e w  s c h o o l  is bei ng hand led by a Ste e ri n g  C o m m ittee 

established by the Min istry of Education in 1 988. lt was estimated that it wou ld 

cost $F6 mi l lion to bui ld the  n ew school ,  and construction is  expected to start 

i n  1 989. However no f irm commitment of funding for the capital cost has been 

received,  although the  Hapanese (and other aid sauces)  have i nd icated an 

i nterest. (Coopers & Lybrand , 1 989) 

Government recogn ises  the  fact that the deve lopment of several n ew large 

resorts with a total of approximately new rooms over the next 5 to 8 years wi l l  

require of  trained people .  

The basic objective of e m ployment and manpower planning in  Fiji i s  to better 

uti l ise the country's human resources in order to achieve social and economic 

development, In spite of the g overnment's efforts to provide  fu l l  employment, 

.: an analysis of Fij i 's emp loyment trends reveals that the problem of h igh levels 

of unemployment emerged i n  the early 1 980's when the worsening economic 

situation resulted in a dete rioration in Fij i 's labour market. 

The rate of unemployment i ncreased from eight per  cent in the 1 980 -82 peirod 

to 1 0  per cent in 1 985 , wel l  before the military coups. The dete rioratio n  in Fiji 's 

economic situati o n  was d u e  to a marked decl i n e  i n  s u g ar p rodu ctio n  a 

slowdown in  the growth of tourist arrivals and a decline in captial inflows. (Fiji 

Government ,  1 985) 

The government, through the Fiji National Train ing Counci l  (FNTC) established 

a vocational trai ning counci l  which advises government on the traini ng  needs 

of personne l  in the i n d u stry .  Under ection 1 9  of the Fij i National Train ing  

Cou nci l Act (1 9730,  the Min ister may impose a levy on  any employer for the 
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The government, through the Fiji National Train ing Counci l (FNTC) e stabl ished 

a vocational trai n ing counci l  which advi ses government on the trai n i ng needs 

of personne l  i n  the i ndustry .  Under ect ion  1 9  o f  the Fi j i  N ationa l  Trai n i ng 

Counci l Act (1 9730 , the  Min ister may i mpose a levy on any e mployer for the 

training of employees working in  that establishment. 

If projected tou rism deve lopment proceeds as expected, tou rism wi l l  generate 

a significant number of jobs which wi l l  i n  turn ease the unemployment situation 

in  Fiji . However ,  i t  w i l l  take a great effo rt to be able to provide adequate 

trai ning for people to f i l l  these posit ions ,  e special ly i f  Fijians are to be fu l ly 

represented at all occupational levels i n  the touri sm i ndustry. 



2 8 9  

CHAPTER 1 0  FIJIAN ENTREPRENEURS 

Thi s chapte r  wi l l  descri be the  busi ness envi ro n m e nt in  Fiji and review the 

significant features and p roblems of  i ndigenous Fijian e ntrepreneurs. The ro le 

of i ndige nous  e nt re p re n e u rs i n  t he  tour i sm sect o r  is p resented , and the  

handicraft sector i s  given speCial attention .  

A Fiji's B usiness Envi ronment 

Over the years , Fij i  had developed an active , t h rivi ng p rivate sector, and the 

busi ness cl imate had been very positive , unti l the two mi litary coups in  1 987. 

The commercial sector has been dominated by I ndians, many of whom fled the 

cou ntry i n  1 987 as a re su lt of the  po l i t ical t u rmo i l  that took place . Many 

busi ness peop le  suffered  econo mic losses d u ri ng the  coups,  especially i n  

Suva,  whe re they b ecame the vi cti ms of  vanda l i s m , loot ing and riot i ng .  

Consequently ,  many of the  positive gains made i n  strengthen ing the role o f  the 

p rivate secto r i n  n at iona l  d eve lop m e nt we re i m med iate ly lost, and foreig n 

reserves we re seriously dep leted i n  a matter of weeks th rough capital flight. 

Howeve r, th is  was soon broug ht u nder  contro l by the Reserve Bank with the 

introduction of strict fi nancial controls .  

Although the re are sig n s  of an improve ment in the Fij ian economy i n  1 989 , 

much of the g rowth i n  new i nvestments has been i n  the manufacturing sector, 

by fore ign  companies ( mai n ly Austral ian and New Zealand) who are taking 

advantage of the tax free zones that the Inte ri m  Government has established 

to encou rage exports. lt wi l l  take a considerab le pe riod of t ime befo re local 

i nvestors have fu l l  co n f idence i n  the  Fij i an  e co no my ,  especially because 

considerable po litical i n stabi lity sti l l  exists. The d raft of the new constitution 

has not been approved ,  and a date for a national election (signall ing a return to 

democracy) has not yet been determined. I n  addition ,  most business people 

who left the country in 1 987 are not expected to return .  
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Part-Eu ropeans, Ch inese and Others : Th i s  racial ly d iverse  g roup are 

defined fo r po litical pu rposes as "General Electors". N o  clear defin ition 

exists although a Part-European is a Fiji citizen whose paternal ancestor 

marri ed a Fij ian woman , and who,  because of t he  patri l i neal nature of 

Fijian society ,  has few traditional rights or claims to land. This applies to 

Chinese, Gi lbertese ,  Solomon Is landers, Tongans etc. who have married 

Fijian women.  

The total labou r  fo rce i n  F i j i  was e sti mated at  258 ,6 1 0  ( 1 9 88)  wi th paid 

e mployment total l i ng  8 1 , 2 1 2 in 1 986 (Govern ment of Fiji , Current Economic 

Stat ist ics , 1 986 ) .  In 1 9 85 u n e m p loyment was est i m ated  at 1 0 .2  per cent 

(Government of Fiji , N inth Deve lopment Plan , 1 985) .  Fij i 's labour  force is we ll 

educated ,  with 77 per cent having attended grade 5 and above , and 4 per cent 

having post-secondary education .  

Pr io r  to the two mi l itary coups i n  Fiji , private business was s howing signs of 

"g reat buoyancy and res i l i e nce"  (Ha i ley ,  1 985) . Loca l ly  owned bus i ness 

e nterprises played a m ajor ro le in Fij i 's economy (Table 1 0 .2 ) .  More than two­

th i rds of the regu larly paid positions  i n  Fiji had been  created d i rectly by the 

business secto r. Afte r the coups , there was a marked decli n e  i n  the growth of 

private business,  and i n  fact many existi ng busi nesses closed down as a result 

o f  the  po l i t i cal  t u rm o i l .  Th e re a re , howeve r ,  s i g n s  t h at by 1 989 smal l  

businesses are making a comeback. 

I n  1 981  an e sti mated 1 2 ,200 F i j i ans we re e m ployed by the p rivate sector 

(Tab le  1 0 .3 ) . · A l tho u g h  they  rep resented o ne-th i rd of t h e ·  total  nu mbe r 

e mployed i n  the private sector, the g reat majority were e mp loyed as semi­

ski l led or u nski l led labour. On ly 2 ,040 Fijians he ld sen io r salaried positions ,  

which is only 1 7  per cent of a l l  the F ijians employed in the private sector. 
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To understand Fiji 's busi ness cl imate ,  it i s  necessary fi rst to comprehend some 

of  the demographic and cu ltu ral characte ristics of  Fij i 's mu lti- racial society. 

Demographic Factors: 

Fij i 's popu lat ion was est i m ated at 71 5 ,375 in 1 986 , with an ave rage g rowth 

rate of 2 per cent. The popu lation is made up of approximately 46 per  ce nt 

eth nic Fijians ,  49 pe r cent I nd ians ,  and 5 per cent Part-Europeans, Chi nese ,  

and  "others" (Tab le  1 0 . 1 ) .  For  the pu rposes of th is  study , the fol lowi ng 

defi nitions of the racial g roups i n  Fiji apply: 1 

Fijians: "a person shal l be regarded as a Fij ian if , and shall not be so 

regarded un less,  his father  o r  any of his earlie r  male progenitors in the 

male l i ne  i s  or  was the ch i ld of parents  both of whom are or  we re 

i ndigenous i n habitants of F ij i  o r  any island i n  Melanesia, Micronesia o r  

Polynes ia" (Sect i o n  1 34a) . I nd igenous Fi j ians had been  defi ned to 

i nc lude any p e rs o n s  w h o  are reg istered  i n  the  N ative Land Own e rs 

Reg i ster ,  whe reas i nd i genous Rotumans  are pe rsons who can prove 

thei r claim to that des ignation through family landholdings and relations 

sti l l  l ivi ng i n  Rotuma. 

I ndians: "a person shal l be regarded as an I ndian if, and shall not be so 

regarded un less, his father  o r  any of his earlie r  male progenitors in the 

male l i ne is  o r  was t h e  ch i ld of parents  both of whom are o r  we re 

indigenous inhabitants of the subcontinent of India." 

1 S o urc e s  for t h i s  d e f i n i t i o n  are t h e 1 9 7 0  C o n s t i t u t i o n  
o f  F i j i  a n d  H a i l e y  1 9 8 5 . 
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Table 1 0.1 
ESTIMATED POPULATION OF FIJI BY ETHNIC ORIGIN 

(MID-1 983) 

Origin Population 

Indians 336,000 

Fij ians 301 ,000 

Part-Europeans, Chinese 35 ,000 
and Others 

Source: Hai ley ,  1 985 

Table 1 0.2 

Per Cent 
of Total 

50.0 

45.0 

5.0 

FIJ I :  Distr ibution  of employment by sector: 1 980:.82 

Sector 1 980 1 981 1 982 

Private secto r 46 ,488 47,747 45,261 

Central gove rnment 1 8 ,874 1 7 ,838 1 5 ,785 

Statutory 
bodies and local 5 ,628 4 ,800 5 ,950 
government 

Total 70 ,990 70 ,384 66 ,996 

Source: Hai ley ,  1 985 
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I f  Fij i ans  a re  to beco me entrepreneurs ,  they m u st be g iven opportunities to 

acqui re m anagerial experience through employment i n  the p rivate sector. 

The p rivate busi ness sector in Fiji is composed p redominantly of sole traders 

a n d  p a rt n e r s h i ps (Tab l e  1 0 . 4) , but eco n o m i ca l ly t h e  bus i ness world i s  

dominated by a few large companies that generate the h ighest sales turnove r 

and a re the largest employers. lt is acknowledged that the whole retail sector 

is man ipu lated by ten major importe rs and wholesalers (Hai ley ,  1 985) . 

Foreign In vestment: 

Fore ign  i nvestment in Fiji has been focused on sugar p roduction and tou rism. 

l t  was e st i m ated that in 1 980 736 companies with some foreign equity were 

reg iste re d  and  active i n  Fij i ,  and that 660 of them had more than 50 per cent 

fore ign  e quity.  This foreign i nvestment was dominated by Australian and New 

Zea l a n d  c o m pan ies i n  1 980 , h oweve r with the  chang i ng  structure of the 

e co n o m y ,  f o re i g n i nvestm e nt was becoming  m o re d ive rs i f ied by source 

(Carstai rs & Prasad , 1 981 ) .  

A study  c o nducted i n  the  late 1 970s i nd icated that t he re was a decl ine i n  

fore ign  i nvestment i n  Fiji i n  the  mid-1 970s , main ly due to an i ncrease o f  local 

p rivate a n d  pub l ic  i nvestme nt. There were i ndications that local companies 

( m a i n l y I n d i a n  co m pa n i e s )  h ad g a i n ed  c o nt ro l  i n  t h e  c o n stru ct i o n ,  

m a n u fa ct u ri n g  and  t ra n s p o rt i ndust r i e s ,  a l l  a re as w h ic h  w e re heavi ly  

d o m i n at e d  by  fo re i gn  compan ies  i n  the  ear ly 1 970s (Carstai rs & Prasad , 

1 981  ) .  Oth e r  studies concluded that these deve lopments i ndicate that foreign 

i nvest o rs w e re playi ng  a decl i n ing ro le in the Fij i  econ o my because of the 

wit hd rawa l o f  fore ig n capital ,  and the g rowth o f  i nd igenous  (mostly I ndian) 

s m a l l e r f i r m s  (Tay lo r ,  1 983;  Hai ley , 1 985). However, by 1 989,  Japanese 

compan i e s  h ad become major foreign i nvestors in Fij i ,  e specially i n  the tourism 

secto r. 
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Table 1 0.3 

FIJI :  Wage and salary earners in  the private sector by ethn ic  
orig in  (1 981 ) 

Orig in 

Fijians 

I ndians 

Others 

Wage Earners Salary Earners 

1 0 , 1 68 2 ,040 

1 7,232 5 ,333 

1 ,984 2 , 1 03 

Source: Hai ley,  1 985. 

Table 10.4 
Fiji : Distribution  of  wage earners by type of organization  and ethnic 

orig in  (1 982) 

Type of organisation Fijian Ind ian Other Total 

Sole trader 61 7 1 ,775 1 59. 2 ,551 

Partnersh ip 831 1 ,81 0 1 32 2 ,773 

Private l imited company 5 ,566 1 ,038 1 ,078 1 4,682 

Public l imited company 2 ,642 4 ,279 551 7 ,472 

Source: Hai ley ,  1 985 
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The predo m i nance of  the  I ndian co mmun ity i n  the  co m m e rcial sector has 

steadi ly g rown si nce 1 887 (when  hawker's l icences were issued to I ndians) to 

at least 1 4 , 1 1 0 businesses i n  1 982 owned by Indians. This represented 70 per 

cent of all registered businesses. 

The Brit ish colonial govern ment had decided to import  i ndentu red I ndian labour  

to  work i n  the sugar cane fi elds and the fi rst of these laboure rs arrived on May 

1 4 , 1 879. Between 1 879 and 1 9 1 6 , over 60 ,000 I ndians arrived i n  Fiji on five­

year contracts , and most chose to stay after their contracts expired ,  rather than 

be repat riated to I nd ia. Many of them took leases o n  Fij ian lands to g row 

sugar and other  ag ri cu ltu ral crops.  The I ndian tenant farm e rs are sti l l  the 

backbon e  of the sugar economy. Many of the sugar leases wil l  terminate i n  30 

years tim e  and may not be renewed. 

Not all I ndians in Fiji came as indentured labou r. Many,  i ncluding those in the 

Gujerati business com munity , migrated voluntari ly in the 1 920s.  The Gujeratis 

co m e  fro m a long t raditi o n  of  trad ing  in I nd ia ,  and descendants of those 

Gujeratis who settled in Fiji have establ ished themselves as the dominant force 

i n  the Fiji business commun ity. 

The rapid g rowth of the predominantly l ndian-owned local p rivate sector was a 

matter of concern even before the coups of 1 987. "The more e ntrenched the 

I ndian busi ness community becomes as a market leader, the harder it wi l l  be 

for Fij ians to gai n  a m arket share and co mpete effective ly agai nst such wel l­

establ ished, experienced e ntrepreneurs" (Hai ley 1 987, p . 1 6) .  
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Social and Cultural Factors 

Before the arrival of Europeans i n  Fij i ,  the traditional Fijian economy was well 

deve loped ,  w i th  t rad i ng  betwee n  local  commu niti es .  Fi j i ans  are most ly 

Me lanesian in cu ltu ral terms,  with characte ri stic opportun iti e s  for personal 

ach ieveme nt and  success ref lected i n  status and power i n  the  community. 

One  researche r  has suggested that Melanesian societies  are actual ly pre­

adapted to m arket economic activit ies and provide opportu n ities for dynamic 

e ntrepreneurial act ivity (Finney, 1 973 and 1 987). Whi le Fij ians are primari ly 

Melanesian , there is  a pervasive i nfluence of Polynesian cu ltu re (mai n ly from 

early Tongan settle ments in the eastern part of Fij i ,  especially the Lau Group of 

is lands) . Po lynes ian cultu ral characteristics of high ly strati f ied societies and 

ascribed status ,  with l itt le opportun ity or motivation for i ndividuals to exploit 

economic oppo rtun it ies,  are very evident i n  Fij ian culture. The traditional Fijian 

chiefs are the  ce ntre of power, contro l l i ng  economic resources and pol itics 

even today. In 1 989 , there is agreement that the i ndividual in Fij ian society is 

submissive to the n eeds of the community. "This emphasis on  the community 

m ay we l l  h ave  b e e n  at t he  expense  o f  i nd iv idual entre preneurial act ivity" 

(Hai ley, 1 985 , p . 1 9 ) .  

Early co lon ia l  ad m i n i strators we re concerned that re l iance o n  Fij ian labou r 

"would break u p  the vi l lage life of the Fijian people and undermine their whole 

commu n al way of l i vi ng "  ( Do n n e l lay & Kerr ,  1 972 , p . 53 ) .  S eve ral factors 

contributed to the  iso lation of ethnic Fij ians fro m  the developing cash economy : 

European sett lers found Fij ian labour to be unreliab le ;  

Fij ian ch ie fs were conce rned that i ncreased Fij ian partici pation  i n  the 

cash eco n o my and the subsequent re-distribtuion of wealth to al l  levels of 

Fijian society m ight undermine and threaten thei r traditional power; 
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Colonial admin istrators adopted policies which wou ld preserve the Fijian 

communal way of life (Hai ley, 1 985) . 

The co lon ial government enacted the Native Affai rs Ordinances which defi ned 

the respons ib i l i ti es of Fij ian chi efs i n  the admin istrati on  of the i r  own affairs 

with in  the colon ial administrative structures. The Great Counci l  of Chiefs was 

created to act i n  an advisory role, and the Native Regu lation  Board (which later 

became t h e  F i j i a n  Affai rs Board) was estab l i shed  wi th  powers to make 

regulatio ns for F ij ian people.  These colonial st ructu res ensu red a continuing 

ro le for the ch iefs. 

By the 1 950s ,  o ne of the g reatest leaders of the Fij ian peop le ,  Ratu Sir Lala 

Sukuna,  acknowledged that "the very nature of our  communal society on which 

t he  v i l l a g e  i s  b a s e d  p rovi d e s  a d i s i ncent ive  to p ro d uct i o n  above the  

subsistence economy" (Spate , 1 959 ,p .6) .  · 

The stre ngths of a cohesive co mmu nal Fij ian society g radual ly came to 

be see n as a source of weakness . . . .  trad itional ob l igatio ns and social 

co m mitme nts became a burden . . . .  A picture develops of a society and 

cu lture ambivalent to the e ncou ragement of i n div idua l  e ntrepreneuria l  

activities  (Hai ley ,  1 985,p.20) .  

Small Business in Fiji 

There are several  c ri teria used i n  assessi ng the  s ize of a business. These 

i nclude the number  of e mployees, the annual sales tu rnover, the level of profit, 

the s ize of assets , the  decis ion-maki ng structure ,  and t he  deg ree to which 

control is  separated from ownership. While some of these crite ria can apply to 

the defi n itio n  of a smal l  business in the Pacific Island context, some are not 

appropriate fo r the Pacific Islands. 
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For instance , many small businesses re ly o n  re latives to work i n  the business 

on an i rregu lar or part-time basis ,  therefore assessing the size of the company 

by the number of regularly paid employees wou ld not take i nto account al l of its 

employees. S im i larly , t he  value  of assets and levels of p rofits are usual ly 

underestimated by Pacific Islanders ,  thereby creating confusion .  

The Fiji Deve lopment Ban k's defin it ion o f  a small business i s :  

Those e nterpri ses with an  i n it i al capital outlay o f  and  up  to $ 1 00 ,000 

(Fij i Deve lopment Bank,  1 988, p .30) .  

Another definiti on that is  applicable i s :  

A n  independently owned and o perated business that has a smal l share 

of the market and an annual turnover of less than F$50 ,000 ,  and that is 

personal ly managed  by its owner, who rel ies on five o r  fewer regularly 

paid employees (Hai ley,  1 985). 

Another possible defi nition i s :  

A Fij ian ( i  taukei ) who shows practical c reativity combi n i ng  resou rces 

and opportunit ies in new ways to benefit the i ndividual ,  his fami ly and the 

community ( lbid.p .34) .  
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B Ind igenous Fijian Entrepreneurs 

Whi l e  a g reat majo rity of t h e  e ntrepre neurs in Fij i  are Fij i- I ndians (with a 

sig nificant number of Ch inese part-Europeans) , these g roups wil l  not b e  dealt 

with i n  detai l i n  t h i s  study as t he  e m phasis he re is o n  i nd ige n o u s  Fij i an  

e ntrepreneurs. This is  n ecessary because of several factors .  Fi rst , a lthough 

F i j i ans  are i nd i g e n o u s ,  t h e y  h ave not  p art i ci pated s i g n i f ica n t l y  i n  t h e  

commercial sector i n  Fiji and view themselves as economically 

"disadvantaged" as a resu lt .  Consequently they are putting i ncreased pol itical 

p ressure on government to assist them to bring about changes  that wi l l  e nable 

them to become more econ omically active in the commercial sector. 

Compared with other ethnic g roups,  it is clear that Fijians are lagging behi nd i n  

t e rms o f  benefitti ng s ig n if ican t ly from commercial deve lopment. I ndigenous 

Fi j ian entrepre neurs are fou nd inostly i n  the ru ral areas of Fiji (two-th irds of 

those surveyed in 1 985) , w hi le Fij i - I ndians and part-Eu ropean entrepre neurs 

are concentrated mostly i n  the u rban areas. 

By 1 982, 20 , 1 58 busi n esses were registered i n  Fij i .  Of th is  total 4 ,030 (o r 

J approximately 20 per cent) were owned by indigenous Fij ians. 

A study sponsored by t he  Pacific Islands Development Prog ram of the East 

West Ce nter i n  1 98 4  h as p rovided some ve ry usefu l i n fo rmati o n  o n  t he  

characteristics of Fijian e ntrepreneurs. The fo l lowing featu res were considered 

sig nificant: 

50 per cent of Fij ian e ntrepre neurs interviewed were i n  the  retai l  secto r, 

operati ng small t rade sto res.  None of these entrepreneurs were i nvolved 

in any manufactu ring industries,  a sector dominated by expatriates or Fiji ­

I ndian companies .  Fiji an e ntrepreneurs operated mostly i n  the service 

secto r, where t h e y  are ofte n competi n g  d i rect ly agai nst each othe r. 
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T h e re i s  oft e n  a te n d e ncy t o  i m itate ex i s t i ng  b u s i n esses creat i ng  

problems for businesses i n  small markets. This can  be i nte rpreted as a 

lack of confidence to i n novate. 

58 per cent of Fij ian e ntrepreneuers questioned had a sales turnover of 

less than $250 a week, which was considerab ly less than that of other  

e ntrep reneu rs ,  com pared with $ 1  ,355 for  F ij i - I nd ian busi nesses, and 

$8 ,000 for part-European and Chineses businesses. 

73 per cent of Fijian e nterprises had been in business for less than five 

years , while other ethn ic g roups had survived for considerably longer. 

The Fijian e ntrepreneur worked an average of 67 hours per week. Thi s 

suggested to the researcher that Fijian e ntrepre neurs were probably not 

maki ng productive u se o f  the i r  ti me , and that p rof its g e n e rated from 

hours worked were re latively smal l .  

74 pe r cent of Fij ian e ntrepreneurs were over 40 years of age, most of 

t h e m  we re m e n  who h ad f i n i s h e d  o n e  care e r  (of te n i n  the publ ic 

s e rv i c e )  a n d  h ad s ta rt e d  a b u s i n e s s  w i t h  l i tt l e  c o m m e rci a l  o r  

manag e m e nt experi e nce .  They ofte n started  t he  b u si ness "with an 

unrealistic assessment of the potential profitabi l ity of the business which 

frequently led to rapid u nplanned expansion that col lapsed i n  bankruptcy 

(Hailey, 1 985,  p.45). 

48 pe r cent  o f  Fi j i an e nt re p re n e u rs h ad re ached ·  F o rm 5 leve l of 

educati o n ,  which by com pari son  i s  a h i g h e r  l eve l  of education than 

Fiji- I ndians. 
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o n ly 3 0  p e r  c e nt ci f  F i j i an  e nt re p re n e u rs h ad b e e n exposed to  a 

re lat ive  (ofte n
· 
t h e i r  fat h e r) who  h ad b e e n  i nvo lved i n  ru n n i n g  a 

business. 

70 per cent of Fij ian e ntrepreneurs had plans to expand their  business 

and antici pated g ood busi ness prospects .  They expressed a sense of 

optimi sm in  the economic future of their business not shared by others .  2 

Whi l e  west e rn t h e o ri e s  o f  e nt re p r e n e u rs h i p  e m phas i s e  creat iv i ty a n d  

i nnovati on (Schumpeter ,  1 949) ,  and t h e  i ndividual 's n e ed fo r ach ievement 

(McCie l land ,  1 96 1 ) ,  t h e  Pacific Is land e ntrepreneu r  m u st be viewed i n  the 

context of  local social and cu ltural structures. Most researchers recognise the 

importance of the re lati onship of the Pacific Is land e ntrepreneur to his family, 

vi l lag e  and co m m u n ity .  U n l ike weste rn socie t i e s ,  t he  successfu l Pacific 

entrepreneur values the obligations and commitments associated with h·is  role 

i n  the local community. 

One of the major d i lem mas faced by Fijian entrepreneurs is whether to operate 

the i r  busi nesses as i nd iv idua ls ,  taki ng  ri sks and maxi m ising  profits , o r  to 

accept the social values  and communal obligations of thei r vi l lage or mataqali , 

often at the expense of their  profitabi lity. " If e ntrepreneurs reject such values ,  

they jeopardise important customer  relations ,  a l ienate potential employees ,  

and create unnecessary personal tensions. I n  other  words ,  they ri sk cu ltural 

alienation and social ostracism" (Hai ley,  1 985, p . 33) . 

Pacific Is land entrepre neurs are not necessarily i nnovators -- they frequently 

disp lay a "copy cat" m ental ity by sett ing up an identical busi ness in di rect 

c o m pet i t i o n  w i t h  o t h e r  e st ab l i s h e d  b u s i n e s s e s .  T h i s  o ft e n  m e a n s  

overcrowding of the market, and can lead to busin ess fai lu re .  

2 T h i s  i s  d r aw n  f rom a s ur v e y  c o n du c t e d b y  H a i l ey i n  1 9 8 4  
o f  8 0  l o c a l  e n t r e p r e n e u r s  ( 6 9 me n a n d  1 1  wome n ) .  The maj o r i t y  
o f  t ho s e  i n e t r v i ew e d  w e r e  F i j i an s  ( 5 2 p e r  c e n t ) .  
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Whi l e  Pac i f i c e nt re p re n e u rs possess  a s e n s e  and n e e d  fo r i nd ivi dua l  

ach i eve m e nt ,  t h i s  d ri ve  and  motivat ion  i s  gene ral ly maintai ned  withi n t he  

context o f  the  need  to  g et along with others and achieve economic success 

without alienating  the community. This is desirable not only because of social 

pressure s  i mposed by s mal l is land communities ,  but also because of island 

cultural values which are learned at an early age .  

The su rvey of Fi j ian e nt repreneurs sponsored by East west Centre i n  1 974 

revealed t h at t h e re a re t h re e  facto rs t h at characte ri s e  t h e  s u ccessfu l 

pe rfo rmance o f  F i j i a n s  i n  bus i ness .  Th ese are manag e m e nt experti se , 

marketing ski l ls , and an  e ntrepreneurial personality (Hai ley, 1 985).  

The survey found  that successfu l Fijian e ntrepreneurs posse ssed the fol lowing 

characteristics : 

Entrepreneurial Personality 

Good p e rso n al t raits are p revalent i ncludi ng individual m atu rity and a 

se nse  o f  res po n s i b l ity , re l iabi l ity and p rofessiona l i s m .  The  s u rvey 

dete rm i n ed that Fi j ian e ntrepre n e urs were perso na l ly  a mbitious and 

re l i e d  o n  p e rs o n al ch ari sma to  d eve l o p  bus i n e s s  c o n tact s .  The  

entrepreneu rs valued hard work and honesty , and possessed risk-taki ng 

characte ristics . 

An e ntre p re n e u ria l  pe rsonality requ i res  c lear person al g o als and the  

need to achi eve . P revious work experi ence,  person al motivation ,  and 

previously acqu i red business ski l ls of the e ntrepreneu r  were found to be 

m o re i m p o rt a n t t h a n  e d u c at i o n a l  q u a l i f i cat i o n s .  S u cc e s s f u l  

e n t re p re n e u rs w e re a m b i t i o u s  a n d  w e re m o t i v a t e d  b y  fam i l y 

commitments , social pressures and individual needs and expectations. 
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Management Skills: 

Good management skil ls requ ire clear and concise business objectives 

and a we l l  de f i n ed  b u s i n ess  p l a n .  Successfu l  e nt re p re n e u rs had 

developed a sound business plan based o n  market research , p rojections 

of operational costs , budgets , capital and cash flow requirements. 

Good  m a n ag e m e nt sk i l l s a l so  re q u i re e ffect i ve u s e  of b u s i n ess 

resou rces ,  i nc lud ing  fi nancia l  contro l ,  se lecti on of  e mployees,  stock 

control ,  investment in faci liti es and equipment and effective use of time. 

F inancial contro l  of  stock and credit were also important i ssues. The 

successful e ntrepreneu rs prepared budgets and profit p rojections and 

we re able to co ntrol personal c redit , while deali ng with communal and 

fam i ly obl igations .  The extended fami ly system is conside red to· be an 

important asset to the e ntrepreneur, providing sources of advice , labour 

and ,  i n  some cases,  capital. 

Marketing Skills 

The su rvey d ete rm i n e d  that i ndi g e n o u s  e nt rep re n e u rs had l im ited 

market i ng  s ki l l s .  They possessed  a l im i ted aware n ess  of market 

opport un i ti e s  a n d  m a ny fai l ed  to m e et the  n eeds of t he i r potent ial  

markets. Fu rthe rmore ,  Fi j i an  e ntre p re ne u rs ope rated  f ro m  poorly 

establ ished pre mi ses  with a l im ited quantity and range of g oods and 

se rv ices .  They were unab le , t he refo re , to. take a dom i n ant  market 

position .  Other  e ntrepreneurs dominated market positions,  leaving the 

F i j i a n s  to face t h e  c h a l l e n g e  o f  t h e i r  p o o r  m arket  p os it io n and  

management problems. 
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Problems o f  Fijian Entrepreneurs 

Wh i l e  m os t  o f  t h e  p r o b l e m s  faci ng F i j i a n  en t rep r e n e u rs a re no t  

necessari l y  u n i q u e  to  the F i j i an  experie nce , they n e ve rt h e less  are 

major problems which restrict and inhibit the growth and deve lopment of  

indigenous busi ness in Fiji . 

These p ro blems are : 

Lack o f  m anag e m e nt e xpe rie nce and bus iness ski l l s .  Th is i ncludes 

l imited fami ly exposu re to business, inappropriate trai n ing  

o p p o rt u n i t i e s ,  i n ad e q u at e  p l a n n i n g and i n e ffe ct i v e  c o n t ro l o f  

resources .  On ly 30 pe r cent o f  the Fijian entrepreneurs had parents or 

fami ly i nvolved i n  businesses, compared with over 80 per cent of  I ndian 
. . 

entrepreneu rs .  Th is  lack of exposu re and ro le mode ls  rei nforced their 

lack of confidence in their business abi lity. 

In additi o n ,  t rai n i ng opportunities have been i nadequ ate , according to 

the su rvey.  Although  t rai n i ng has been avai lable , i t  has not been well 

coord inated,  often  e mphasising acade mic subjects rather  than practical 

subjects , such as marketi ng ,  prici ng and stock contro l .  

The survey found that many entrepreneurs are unable to p re pare realistic 

bus iness p lans  b ased o n  accu rate info rmation .  C lear busi ness goals 

were not identi f ied and maintai ned, and poo r business p lann ing resu lted 

in over-ambitious  ·p rojects with l imited resources. 
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Fai lure to control o r exploit personal re lat ionships. O n  the one  hand , 

Fij ians (and other  Paci fic I s landers) f ind it d i fficu lt to control personal  

re lat i o n s h i p s  wit h custo m e rs ,  e xte n d e d  fam i ly m e m b e rs ,  and t h e  

com m u n i ty .  Ofte n t h e  str ict ly  b u s i n ess  re lat i o n s h i p  betwee n  t h e  

entrepreneur (busi ness) and the customer  is  confused because o f  close 

fami ly relationships with inherent obl igations.  Fijian custom dictates that 

resou rces be shared with the chief, and the extended fami ly or mataqali . 

Th i s  i s  ofte n a d is i ncent ive to F i j i ans  sta rt i ng  up  a busi ness .  The 

successful e ntrepre neurs must learn to balance their sense of  fami ly and 

commun ity obl igat ions  with the motivatio n  to run a profitable busi ness 

and m ake money. The e ntrepreneu rs must learn to control credit and 

co l lect debts i n  a m a n n e r  t h at d o e s  not  a l i e nate t hem f ro m  the i c  

community members. 

On t h e  o t he r  h a n d ,  F i j i ans  n e e d  to l ea rn how to exp loit p e.rsonal 

re lati on sh ips more effective ly, to improve thei r networking ski l ls. While 

the extended fami ly can become a drai n on the entrepre neu r's resources 

because of their demand for credit and goods, the entrepreneur must i n  

tu rn learn to  ut i l ise t he  ski l ls and  resources o f  hisiher extended fami ly 

and community to his/he r benefit .  This sometimes means uti l isation of 

spec ia l i sed  s ki l l s  (such as carpe n t ry ,  p l u mb i ng , e l ectrical , sale s ,  

marketing ski l ls) , o r  pool ing o f  capital t o  create a larger capital base. 

The  s u rvey fou n d  that i nd i genous  en t repreneurs faced prob lems of 

contro l l i ng  re lations  with fami ly and community. Often these problems 

were difficu lt to resolve. 
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Lack o f  s uff ici en t  f in ancial  resources .  Most e ntrepre n e u rs face thi s 

problem ,  although i n  the Pacific Islands it is  exacerbated by i nadequate 

banki ng s e rvices (especial ly i n  the rural areas) and shortage of capital 

sources.  In additi o n ,  the conservative attitude of com me rcial bankers 

who are reluctant to extend loans to indige nous people i s  sti l l  a n  issue , 

even though Fiji emerged from its co lonial past i n  1 970.  H owever, to a 

large extent th is i s  changing (although there is sti l l  a re luctance to make 

loans to i ndigenous women) , and the Fiji Development Bank is p rovidi ng 

an alternate sou rce of funding for indigenous people. 

Limited marketi ng ski l ls. Fijians lacked the necessary m arketi ng ski l ls to 

e n ab l e  t h e m to  e ffect ive ly compete with o thers .  T h e y  w e re no t  

c o n t i n u o u s l y a s s e s s i ng co n s u m e r n e e d s ,  i m p ro v i n g  p ro d u ct 

deve lop m e nt ,  and were not offe ring h igh quality goods at competit ive 

prices .  The  su rvey found that Fij ian e ntrepreneurs were charg i ng their  

customers re lative ly high prices compared with others. lt was found that 

they lacked competitive pricing ski l ls , and someti mes charged h igh prices 

to cover  the  costs of social demands. This often led to reduced sales 

and cash flow, and eventual business fai lure .  

• C Ind igenous Entrepreneurs in  the Tourism Sector 

Primary Tourism Sector 

Although there are over 200 hotels and mote ls in Fiji , there are o n ly a small 

n u mbe r of i nd i g e n o u s  e ntrepreneurs partici p ati ng i n  th i s  p rimary tour ism 

sector. 
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While several accommodatio n  u nits are owned and operated by " locals", most 

of  t h e m  are not i nd i g e n o u s  F i j i a n s .  The Tanoa G ro u p o f  H ote l s ,  t h e  

Tradewinds Hote l ,  Is lands i n  t he  S u n ,  Crows Nest and Tubuku la resort are 

examples of hote ls & motels operated by non-indigenous Fiji cit izens. 

I ndigenous Fijians participate i n  the pri mary tourism sector mainly through land 

ownership ,  where the mataqal i  (made up of individual Fijians) is the lessor of 

traditional land to the industry for hote l and mote l deve lopment. They benefit 

from the deve lopment through lease payments , and a percentage of the g ross 

revenues of the resort ( M i ke Qari kau , Native Land Trust Board ,  Personal 

Communication, 1 989). 

Two notable exceptions a re t he  Fij ian owned resort of Ono i Lau , and a new 

development of a mote l/hote l at Nadi airport. This 20 room project, known as 

Toka Toka Nadrou , was d eve lo ped by i nd igenous Fi j ians ,  with f i n anc ia l  

a s s i stance fro m t h e  F i j i  D e v e l o p m e n t Bank (J H a m i l t o n - P e ac h , F i j i  

Development Bank, Personal Communication, 1 989) .  

Probably one of the most i mportant reasons for low i ndige·nous participation in 

the primary (hote l  and m ote l )  tourism sector is the lack of capital . This is not 

necessari ly because t h e  cap ital i s  not avai lab le .  One  pe rson  i nterviewed 

acknowledged that Fij ians have a fear of the commitment i nvo lved in  taking out 

a b ig  loan becau se of t rad i t i ona l  o b l igat ions .  Th e system of  kere ke re , 

whereby members of the e xtended family can expect fi nancial assistance (or 

" loans") from an individual at any time ,  is a real deterrent to Fij ians to commit 

t hemse lves to deve lop m e nt loa11S .  As long as th is system of kere ke re i s  

maintained,  an  indigenous Fijian's fi rst commitment wi l l continue to  be  to  fami ly 

m embers ,  not the f inancial l e nd ing  i nstitution .  U nt i l  these traditional values 

and systems have been changed , it appears that these obl igations wi l l  hold 

Fi j ians back from partic i pat i ng  fu l ly i n  the economic benefits of tourism and 

b u s i n e s s  d ev e l o p m e n t ( Fa s i n  J o n e ,  F i j i  Vi s i to r' s  B u re au , P e rso n a l 

Communication ,  1 989) 



3 0 8  

Secondary Tourism Activities 

Whi l e  the  m ajo r focus  of g overnment po l icy to date has been  d i rected at 

deve lopment of the p rimary tou rist activities (such as deve lopment of hotels ,  

mote ls ,  and other  infrastructure requirements) , there is an i ncreasi ng need to 

di rect attention to the development of secondary tou rism activit ies (STA). 

The Fiji Deve lopment Bank has provided finance fo r several STA's owned by 

indigenous Fij ians ,  inc lud ing aqua-sports and rid ing tou rs based at the Hyatt 

Regency on  Viti Levu . Other  projects include boats and canoes for smal l  scale 

operations  i n  Nadi , and a T sh irt  operati on in the  Yasawa Is lands where a 

g roup of i ndigenous Fij ians hand pri nt the T shirts and se l l  them to tourists who 

vi s i t  t h e  i s l a n d s  (J o h n  M o h a m m e d ,  F i j i  D ev e l o p m e nt B a n k ,  P e rsona l  

Communication ,  1 989) . 

Secondary tou ri sm acti v i t i e s  are important b ecause t h ey are less capital 

i ntensive and provide opportunities for local people .  These activiti es are vari ed 

and i nc lude sea sport operations (i ncluding charter boats , d iving operations, 

sai l i ng tours ) ,  land and sea transport,  tou r ope rations ,  services (such as food 

service , f lowers , e ntertai nment ,  hairdressers, tai lors) and retai l sales (such as 

fr.esh  f ru i t  and  veg etab l e s ,  f lowers ,  duty-fre e goods , c lo th i n g , g ifts and 

handicrafts) .  

There are two broad categories of secondary tourism activities :  

those which involve considerable capital i nvestment for p lant, equipment 

and/o r operati ons ,  and technical expertise  (fo r examp le  scuba diving , 

boat charters etc. ) ;  

those which do  no t  i nvo lve major capita l ,  and are more dependent on  

cu ltu ral o r  e nvi ron mental e lements for the i r  attract ion  and  successfu l  

o p e rat i o n .  These  com m u n ity based STA's m u st be p rov ided with 
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addit i o n a l i n ce nt i ve s  fo r l ocal  i nv e st o rs a n d  gove r n m e nt s h o u ld 

d iscou rage fore i g n  i nvolvement i n  STA's which have low capital and 

technology requ i rements. l t  is recognised that these STA's wi l l  requ i re a 

re latively hig he r  leve l of public sector i nstitutional support, i nclud ing  the 

F i j i  D e ve l o p m e n t B a n k  a n d  th e M i n i st ry of T o u ri s m .  T h e  F i j i  

Deve lopment Ban k's Small Business U nit could provide assistance to 

potential investors in the preparation of -project documents for submission 

to potential f inanciers. 

Training programmes designed to i ncrease local particiaption in STA's need to 

be designed and conducted as part of a broader strategy designed to promote 

sma l l  bu s i n e s s  d eve l o p m e nt. Th is  st rategy s hou ld co ntai n t h re e  ma in  

e lements : 

e n hance m e nt o f  e ntrepre n e u ria l  act iv i ty among local co m m u n it ies 

through a more competitive environment; 

g e n e r a t i o n  o f  a w a r e n e s s  of ST A o p p o  rt u n i t i  e s  a m o n g l o c a l  

entrepreneurs ;  and 

upgrad ing of busi ness management and fi nancial control ski l ls among 

potential e ntrepreneurs in local communities .  

There are a range o f  ex ist ing secondary tou rism activities which need to be 

identifi ed and pro moted.  A recent review recommended the preparatio n  of  a 

detai led inve nto ry g iv ing comprehensive information on the qual ity , capacity , 

and operational style  of existing STA's to identify these ope rations (Coopers 

and Lyb rand ,  1 98 9 ) .  O nce they have been  ident i f ied,  there i s  a n e ed to 

promote these activities  with hotel and tour  operators by emphasis i ng the long 

term benefits to the i ndustry if they work together. The study also identified a 

· need fo r custo m e r  s e rvice trai n i ng fo r staff o f  STA's ,  and bus iness ski l ls  

train ing for owners and managers. 
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The review ide nt i f ied h an di craft p ro d u cti o n  a s  a s pecia l  case requ i ri ng  

particu lar consideration .  lt recogn ised the n eed for artistic development and 

divers i ficatio n  of hand icrafts as w e l l  as bus i n ess s ki l l s  i n  o rd e r  to have 

successful co mmercial e nte rp rises .  Trai ni ng fo r ent repre neu rs focusing on  

business principles, marketing ski l ls ,  p roduction costs , supp ly, demand, profit 

margins and deal ing with wholesale rs and export markets is necessary. 

Other  suppo rt p rog ram mes p rovi d i n g  i nce ntives for  handicraft p roductio n  

include : 

m in imal tarriffs fo r mach i ne ry ,  equ ipment and materials necessary for 

handicraft production ;  and 

import rest r icti ons  o n  wood ,  s h e l l  and woven handicraft goods from 

overseas (Hai ley, 1 985, p .52) .  

The fu rthe r  deve lopment of  duty free  shopping was also identified as a priority. 

Shoppi ng  is wide ly  recogn i sed  as a n  impo rtant activity with i n the  t rave l 

industry. Shopping expenditu re by visitors can be raised if avai lable goods and 

faci lities are of a high standard with attractive prices. While last minute duty 

f ree sho ppi ng  at the  airpo rt conce s s i o n  before departure has been quite 

successful ,  shopping in the "down town" d uty free stores has been decreasing . 

These "down town" stores need to i mp rove thei r faci lities and merchandise to 

encourage tou rists to spend more .  

Fiji Government Handicraft Centre and Other Handicraft Operations 

The Gov e rn m e nt Hand icraft C e nt re i s  a 1 00 per  cent gove rnment owned 

limited l iabi lity company. The objective of the Centre is to p romote and revive 

traditional handicrafts. Handicraft p roduction is  a ve ry important i ndustry for 

the rural sector, p rovidi ng a steady i ncome for rural people. 
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I t  p rovides an opport u n ity fo r  ru ral dwe l le rs t o  e arn cash i ncome without 

migrating to urban centres .  For i nstance , wome n  weavers can take advantage 

of the i r ski l ls by produci ng mats,  baskets ,and oth e r  woven items for sale to 

to u ri st s .  L ikewi s e ,  ru ra l  m e n  who  h ave wood carv ing  s ki l ls are ab le  to 

supp lement the i r  ag ricu ltu ral and farming i nco m e  with the  sa le of wooden 

handicrafts. 

The Centre was establ ished i n  1 974 and has operated out of a prominent retai l 

location in Suva. It se l ls on ly authentic handicrafts which represent traditional 

Fij ian cu lture. The Ce ntre operates a revolvi ng fund which enables them to 

purchase crafts from the  ru ral v i l lages where they are made.  The revolving 

fu nd pays for e lectrici ty a n d  the wages  of two sa les  staff , howeve r ,  the  

manager's salary (the manager is a member o f  the Public Service) i s  paid for 

by the Ministry of Trade and Commerce. The cost of renting the premises is 

subsidised by gove rn m e nt through the Min ist ry of Lands (Mrs G K Rup, Fiji 

Ministry of Trade and Commerce, 1 989). 

Purchasi ng is hand led i n  several d i ffere nt ways .  Many handicraft vendors 

personal ly transport t he i r  ite ms  to the Centre for sale whi le other producers 

sh ip them. Handicrafts are sent to Suva every two weeks fro m  the Lau Is lands 

(and other outlyi ng islands), however, the ag ricultu ral settlement of Sowani on 

Vit i  Levu (just out of  S u va) i s  now the mai n sou rce of handicrafts for the 

Centre . Attention is paid to ensure a h igh quality i n  the manufacture of items 

so ld i n  the Centre . One  of the objectives of the  p roject is to maintai n and 

improve the production ski l ls and preserve the natio nal tradit ional art forms of 

Fij i .  ' The Centre places a 50 per cent mark-up o n  the cost of the items,  which 

contributes towards the administrative costs (Kiti Makasiale , Fiji Government 

H andicraft Centre , 1 989) .  



3 1 2  

lt was estimated i n  1 989 that expatriates and local people made up 60 per cent 

of the Centre 's  market ,  wh i le  tou rists made up on ly 40 per cent. The Centre 

was a l so  e xp o rt i ng  wood  carv i n g s ,  tapa and mats to Hawai i , m ats and 

handbags to Los Ange les and tapa to New Zealand. 

I n  1 9 89  t h e  g ov e rn m e nt a n n ou nced that i t  wou ld  privat ise the C e nt re .  

H owever after  consideri ng  petitions from indigenous Fij ians ,  they reconsidered 

this move fo r p rivatisatio n  and to date have not taken the idea further. 

One private retai ler has establ ished a store i n  a prime location i n  Suva i n  di rect 

com petit i o n  with t h e  g ov e rn m e nt C e ntre.  Wa ifs , an  att ract ive sto re with 

exce l lent d isp lays of handicrafts from all over the Pacific, made a successfu l 

e nt ry i nto t he  market of  q ual ity handicrafts i n  1 988. Managed joi ntly by an 

expatriate e ntrepreneur  and an i ndigenous Fijian (who formerly manag ed the 

g overn m e nt Ce nt re ) , W o lfs is p rovid i ng some competit ion for the Centre . 

Wolfs prices are s l ightly lower than the Centre , and special attention i s  g iven to 

the qual ity of the  merchandise (Mr V Wolf and Emi ly Vu laca, Wolfs Boutique ,  

Pe rsonne l  Communicatio n ,  1 989) .  

Other smal l handicraft vendo rs are found in the markets of Suva. Whi le some 

s e l l  so me t rad it i ona l  Fij ian ite ms ,  most deal in cheap souven i rs and other  

i n e xpe n s ive  f o rms  o f  "a i rport "  art .  Because a g ood  p ro p o rt i o n  of  th is  

m e rch and ise i s  i m ported ,  these handicraft vendors are not covered i n  th is  

study. 

W hi le  it appears that Fij i ' s  economy is rapidly recovering after the two mi l itary · 

cou ps i n  1 987 ,  t he re i s  l itt l e  chang e i n  the part ic ipat ion  of  the  i nd ig e nous 

F i j ians in  t he  busi ness sector. Foreign  i nvestment i n  tou rism has i ncreased , 

but  th is  has been  most ly i n  t he  tou rism manufacturing and sugar industries .  

The Japanese especial ly have becom e  major i nvestors i n  the tourism i ndustry ,  

w h i l e  A u st ra l i an a n d  N e w  Zealand c loth ing manufactu ri ng  compan ies  are 
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taki ng advantag e o f  the  tax i ncentives the Fiji government i s  provid ing to 

foreign investors i n  th is i ndustry. Although indigenous Fijian e ntrepreneurs do 

exist, there has .been  litt le g rowth for some years. This can be contributed to 

cultu ral facto rs that i n h i bit developme nt ,  lack of management and business 

ski l ls ,  fai l u re to contro l o r  exp loit personal relationships, and lack of fi nancial 

resources .  

Very few Fij ians  have e stabl ished bus inesses in  the primary tou rism sector, 

although there is some participation  by indigenous Fij ians in the secondary 

tourism sector .  H a ndicraft p roductio n  and sale is  one major  sector whe re 

indigenous Fij ians are participating ,  however, there is a need fo r more growth 

in this sector also. 

Havi n g  d e m o n s t rat e d  a n e e d f o r  m o re d e v e l o p m e n t o f  i n d i g e n o u s  

entrepre n e u rs ,  t h e  n e xt ch apter  wi l l  look at govern mental po l icies which are 

designed to support Fij ian e nt repreneurs.  
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CHAPTER 1 1  G OVERNMENTAL POLICIES SUPPORTING FIJIAN 

ENTREPRENEURS 

This chapter wi l l  review governmental policies supporting Fij ian e ntrepre neurs, 

including natio nal p lann ing objectives and strategies, the important rol e  of the 

Fiji Deve lopment Bank as the development financing i nstitution ,  the Fiji Trade 

and Investment Board ,  and the Native Land Trust Board , which administers the 

majority of the Fij ian lands avai lable for deve lopment. 

A National Plann ing Objectives and Strategies 

The national deve lopment objectives for Fij i ,  which were set out i n  

Development P lan 9 (DP9) , are : 

to ach ieve rea l  eco nomic g rowth ,  i nc luding g rowt h  i n  real per  capita 

incomes;  

to generate job opportunities for Fiji's g rowing labour force ; 

to promote a more equitable distribution of the benefits of deve lopment 

and improve social conditions,  especially i n  rural areas ; 

to maintain g reater financial stabi lity ; and 

to foste r a g re ate r  sense  of national  u n ity and n at ional identity (Fiji 

· Government ,  1 985). 

I n  addition to conce ntrating on  conti nued deve lopment of the resource-based 

sectors of the eco nomy,  the DP9 economic strategy recognised the importance 

of deve l o p i n g  ot h e r  s ecto rs with pote ntia l  fo r  g rowth  and e m pl oyment 

generation. lt was decided that tourism , with its favourable growth potential in 

the medium term, would be g iven greater emphasis. 

The strategy for  th is  sector is to encourage the establ ishment of more 

h ote l  rooms  to cater  fo r u p-market tou rism demand ;  e nsu re greate r 

retentio n  of the  tou rism do l lar; increase local value added components 

t h ro u g h  g re at e r  u se o f  l oca l  i n put s ;  and  p ro m ot e  g re at e r  l ocal 

participation through i ncreased equity and employment (DP9, p.1 0). 
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At the time DP9 was written , the Fiji economy was making a recovery after 

g rowing at an average rate of on ly 1 .7 per cent ove r  the previous seven years .  

However, 1 986 saw a n  i ncrease of 1 4  per cent in i nvestment expenditure and 

a si mi lar rise i n  c o n st ru cti on ,  suggesti ng  t h at the eco nomy was about to 

e mbark on a period of steady growth. There was an i ncrease of 8.8 per cent in 

real output i n  1 98 6  a n d  the re was an acco u nt s u rp l us  i n  the  balance of 

payments , which, coupled with a substantial l ong term capital inflow, resu lted 

i n  the highest positive overall balance for many years. Foreign reserves were 

at a h igh l eve l , a n d  t he  i nf lat ion rate was o n ly 2 pe r  cent. The eco nomic 

situation at the beg i nn ing  of 1 987 was stronger than it had been for some time 

(Republic of Fij i , 1 989) .  

H o wever ,  t h e  two m i l i ta ry coups  i n  May a n d  S epte m b e r  1 9 87  tota l ly 

destabilised . the economy. These severe political problems were exacerbated 

by a fall in sugar p roduction due to a severe d rought. Political and economic 

uncertai nty fol lowin g  the two coups prompted a heavy capital outflow, putti ng 

pressure o n  the cou ntry's fo reign reserves. The Reserve Bank devalued the 

Fiji dol lar in June and  October, imposed tight e xchange controls to counter the 

pressure on reserves,  and removed the cei l ing o n  i nterest rates. 

These drastic measures  paid off, and despite fears that the economy might 

contract by 6 .5 per  cent i n  1 988, real GDP i n  fact decl ined by on ly 0.4 per cent. 

There were i ncreases i n  tourism arrivals (by 1 0  per cent) and gold production 

(50 per cent) , however sugar output continued to decli ne  as a result of drought 

( lbid) .  

The National Eco no mic Summit, which was held i n  Suva in  June 1 989 (the fi rst 

since the coups i n  1 987) and sponsored by the I nteri m  Government, provided 

a unique opportun i ty to examine the challenges facing Fiji's economy and to 

discuss policies arid strategies to further stimu late deve lopment. 
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The Summit recognised the n eed to encourage Fijians in business and o ne of 

the policies for growth was titled the "Advancement of Ethnic Fijians". 

Persistent u nder- representation of ethnic Fij ians in business ownership 

and decision making in activities of fast deve lopment potential i s  a matter 

of concern . Given that business activities i n  the trade and manufacturi ng 

sector are fast g rowing , the pattern of deve lopment i n  these sectors wi l l  

i n  large part d etermin e  the natu re of the long term structural evolution of 

the economy. 

F i j i an e nt re p re n e u rs m ust  be i n  a p o s i t i o n  to take u p  e m e rg i n g  

o pport u n it i e s ,  fo r e x a m p l e  i n  tax f re e  z o n es and ag ro-p rocessi n g  

industries for export, created by the l iberalisation of the economy and its 

strong export o rientation .  The cadre of Fij ian e ntrepreneurs and the base 

for entrepreneurshi p and ru ral participatio
-
n in business growth wi l l  need 

to be strengthe ned . . . .  a nationwide e ntrepre neurship prog ramm e  needs 

to be designed and i mplemented. (Republic of Fiji , pp. 1 7-1 8 . ) .  

The Fi j i  Govern m e nt  support s  the  d evelopme nt of the i ndigenous  p rivate 

secto r through organisati o ns d esigned to encou rage ,  stimulate , support and 

sustai n new e nte rprises .  The general purpose of these organisat ions is to 

e n cou rag e n ew a n d  e x i st i n g  i nd i g e n ous  e nt re p re n e u rs by p rovid i n g  

· management  advice , bus iness t rain i ng prog rammes ,  feasibi lity studies and 

financial , technical and marketing support. The Fiji Development Bank is the 

main support organisation i n  Fij i .  
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B Fiji Development Bank 

The Fiji Development Bank (FOB) was establ ished by an Act of Parliament i n  

J u ly 1 967 .  lt rep laced th e A g ricu lt u ra l  and I n du st ri al Loans Board and 

assu med its assets and l i ab i l i t i es .  The FOB i s  a d eve lopment f inanci ng 

i n st itut i o n ,  an  autonomous  statuto ry body with i ts  own Board of Di rectors 

appointed by the Ministe r of Fin ance. The FOB Act states the Bank's overall 

pol icy :  

to faci l itate and sti m u late  the  p romotio n  and  d evelopment of natu ral 

resources, transportatio n  and other industries and e nterp rises in Fiji .  (Fij i 

Development Bank, 1 988).  

The Bank operates within g overnment policies outli n ed in development plans. 

The Bank's operati ng strategy i ncludes the following  features. 

To p rovide loan  fi n a nc i n g  pr i mari l y  to ag ri cu l t u ral and i n dust r ia l  

e nterprises, to support official national economic planning goals, and to 

establ ish a we l l  ba lanced I_e nd ing progra m m e  i n  
·
the major economic 

sectors ;  

To take equ ity partic ipati o n  in  busi ness e nte rp rises and joint ventures 

with the aim of eve ntual ly distributi ng such participation in support of 

wider participation of the g e neral public and i nstitutional i nvestors i n  the 

ownership of business e nterprise i n  Fij i ;  

to cont ribute to the n atio na l  development p rocess through i ncreased 

activity in project identif icatio n ,  determinatio n  of  p roject feasibi l ity and 

assistance in project i mp lementation ;  
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to p ro m ote  t h e  p lan n i n g  a n d  d e v e lo p m e nt o f  su p e rv ised l e nd i ng  

schemes ;  

to  revi ew the  need fo r ,  and t o  p ro mote deve lop m e nt o f ,  auxi l iary 

fi nancing faci lities i n  Fiji , such as capital equipment leasi ng ; 

to furnish constructive business development and business management 

cou nsel to actual and prospective e ntrepreneurs and 

managers in Fiji ; 

to col laborate with ,  and assist, othe r  statutory bodies i n  the planning and 

fi nanci ng of development projects and enterprises; 

to establ ish specific short and medium term objectives each year in  major 

economic sectors. 

The Bank uses fou r  mai n types of inst ru me nts to attai n these pol icy goals: 

di rect ,  short ,  medium and long term loans, usi ng a range of subsidised 

i nt e rest rates, curre ntly rang i ng from 8 to 1 3.5 per cent, with the degree 

of subsidisation biased towards rural and agricultural lending ; 

i n d i re ct ass istanc e ,  t h ro u g h  e q u i ty part i c i pati o n ,  g u arantees and 

u nderwritings to stimulate i nvestment in  key areas where cash and asset 

l iqu idity is particu larly short and i mmobi le ; 

s ubsidis ing commercial loans  to i ndigenous Fijians, currently by 1 per 

cent ,  in l i ne  with g overnment's o bjective to create a racially equitable 

participation in commerce and i ndustry; 
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identifyi ng , appraising , promoting and di rectly imp lementing 

i nvestments for which there is a temporary lack of funds but which are 

judged to be i n  the national interest. 

The Bank's development policies are : 

to contribute effectively to broadening the basis of local e ntrepre n eu rship ;  

to  reduce income disparities;  

to uti l ise domestic raw materials ;  

to  have a high export potential or import substitutio n ;  

to make use of labour intensive technologies; 

to introduce new technologies; 

to contribute to a diversification of the economy;and 

to create opportunities for the small emerging e ntrepreneurs .  

Financial Performance and Funding 

FOB made a n  operating surplus of $2,9 1 9 ,000 in 1 987/88.  The net i ncrease in  

provis ions was $2,434 ,000,  and the resulting operati ng  p rofit was $485,000 

(Fiji Development Bank, 1 988) (Table 1 1 . 1 ) . The Bank has g rown from an 

operati ng surplus of $1 57,000 in 1 975/76 to the present figu re .  The Bank has 

several credit l i nes  from overseas sources which are g uaranteed by the Fiji 

Gov e rn m e nt .  These i nc lude two f rom the I B R D  ( I n te r nati o na l  Bank for  

Recon structio n  and Development) total l i ng $2,763 ,639 , two from the Asian 

Deve lopme nt Bank total li ng $1 ,455,249, one with the  E u ropean Economic 

Co m m u n ity ($1- , 1 92 ,707) ,  and o n e  with the Eu ro p e a n  I nvestm e nt Bank 

($5,726,700) .  The Bank also borrows funds from its $4 m i ll ion overdraft faci lity 

with the  Reserve Bank, the Fiji National Provident Fun d  (FNPF) and a $0.4 

mi l l ion overdraft facility with the National Bank of Fiji . 
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TABLE 1 1 .1 :  FIJI D EVELOPMENT BANK - THE FINANCIAL 
PERFORMANCE FOR 1 986/87 AND 1 987/88 FINANCIAL 

YEARS ($000s). 

1 987/88 1 986/87 % lncr (deer) 

INCOME 

Loan interest 1 4, 1 1 5  1 3 ,024 8% 
Fees 236 255 (8%) 
I ncome for investments 1 ,077 570 89% 
Other income 455 357 27% 

Total Income 1 5 ,883 1 4 ,206 1 2% 

EXPENSES 

I nterest & other 
borrowing expenses 9 ,440 8 ,878 6% 
Administrative 
expenses 3,524 3,31 2 6% 

Total Expenses 1 2 ,964 1 2 , 1 90 6°/o 

SURPLUS OF INCOME 
OVER EXPENSES 2,91 9 2 ,01 6 45% 

Net increase in  rcrovisions for  doubtfu l 
oans and investments 2,434 1 ,492 63% 

OPERATING INCOME 485 
Retained profits at 

524 (8%} 

End of Year* 3,523 3 ,020 1 7% 

RATIOS 

Debt eqity ratio 207 2 .21  (6%) 
Return on equity (%) 1 1 6  1 .42 (1 8%) 
I nterest spread 1 02 0.99 3% 

SOURCE: Fiji Deve lopment Bank, 1 989. 
* After  i nc lud ing ext raord i nary i te ms  and adjustments for p rior 

period foreign currency loss. 
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The Bank experienced a shortage of funds during the second half o f  1 987 as a 

because of the low level  of repayments as cl ients faced financial d i fficulties 

caused by the mi l itary coups. The local money market was tight and domestic 

interest rates rose sharply, restricting short term local borrowing .  However, by 

February 1 988 t he  substant ial i nf low of  sugar reve nue fo l lowi n g  the two 

devaluations of the Fiji dol lar improved the Bank's l iquidity positi on  and lending 

to al l sectors resumed .  

I n  Ju ly 1 989  the New Zealand Government i nitiated a Small Loans Scheme 

through the FOB with in itial fundi ng of $200 ,000. The i ntention  was to provide 

an additional sou rce of funds at concessional i nterest rates for people wishing 

to estab l i sh  s ma l l  sca le  b u s i n ess  ventu res .  l t  was co nsi d e re d  that the  

multipl ier effect of  e ntrepreneurial development had the potential to  he lp more 

people to achieve a g reater degree of self-sufficiency through their  own efforts. 

Preference wou ld  be given to projects i n  ru ral areas , and part icularly those 

which would be of d i rect benefit to women. 

In 1 987 ,  for t he  f i rst t ime ,  the Bank launched a "Start You r  Own B usi ness· 

compet i t i o n .  T h e  o bj e ct ive of t h e  compet it i on  was to  e nc o u rage the 

development and successfu l ope ration  of small businesses -- those e nterprises 

with an i n itia l  capital  o ut lay of up to $ 1 00 ,000 . A total of 92 e ntr ies were 

received, with 77 e ntries from indigenous Fijians. Three cash prizes totall ing 

$20,000 were awarded .  The competition has now become an  annual event , 

stimu lat ing more i nte rest and awareness of opportunities for e ntre preneurial 

enterprises for i nd igenous Fijians. 

The Bank h as two mai n  divisions,  the Agricu ltural Division, and the I ndustrial 

and Commercial Divis ion.  Within the I ndustrial and Commercial Divis ion there 

i s  a Special Loans Scheme Division with two schemes - the Commercial Loans 

to Fij ians Scheme (CLFS) and the Joint Venture Loans Scheme (JVS). 
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Commercial Loans to Fijians Scheme (CLFS) 

The CLFS was establ ished i n  May 1 975 to provide special financial support to 

ind igenous Fij ians and R otu m ans .  This scheme i s  avai lab le  excl usive ly to 

indigenous Fij ians or Rotumans and involves a numbe r  of concessions. Those 

e l ig ib le  for assistance a re F ij i ans  who are reg i ste re d  i n  the  Native Land 

Owners Register ,  those  R ot u m ans who can p rove t hey  are i ndig e nous  

Rotumans, and companies and partnerships that are 1 00  per cent owned by 

indigenous Fijians or Rotumans.  

The co ncessions  i nc l ude  c re d it fo r a wider rang e  o f  bus i ness p u rposes ,  

i nterest rate subs idy o f  1 pe r  cen t ,  longer repay m e nt te rms,  and  g reate r 

flexibi lity of policy towards security requi rements. 

In 1 987/88 there were 279 loans approved under this scheme ,  with a value of 

$1 .6 mi l l ion (Tab le 1 1 .2 ) .  There was only one loan approved for the tourism 

sector i n  1 987/88,  with a value of only $80,000. 

There were 1 ,068 loans o utstanding under the CLFS i n  Ju
.
ne  1 988 (Table 1 1 .3) 

which was 58.4 per cent of the total number of industrial and commercial loans 

outstanding .  The val u e  of t he  o utstandi ng portfo l i o at that date was $8 .9  

mil l ion ,  or 1 2.8 per cent of the total industrial and commercial portfolio 

(Table 1 1 .3) .  
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Table 1 1 .2 

THE N U M B ER A N D  VALUE O F  LOANS APPROVALS U N D ER TH E 
C O M M ERCIAL L O A N S  T O  F IJ IAN S S C H EM E  FOR TH E 1 985/86 TO 
1 987/88 FINANCIAL YEARS ($000s) 

85/86 86/87 86/87 

SECTOR NO.  VALUE NO. VALUE NO. VALUE 

Tourism 2 22 1 80 

Transportation  69  348 87 41 7 69 403 

Manufacturi ng 1 2  1 38 87 41 7 69 403 

Timber 2 2 1 4  291 2 1 05 

Construction  8 35 9 50 2 1 1  

Commercial 1 99 907 . 1 9 1 1 ,033 1 94 955 

TOTAL 292 1 ,452 309 1 ,81 0 279 . 1 ,600 

Source:Fiji Deve lopment Bank ,  1 988. 



Table 1 1 .3 

NUMBER AND VALUE OF ALL INDUSTRIAL COMMERCIAL LOANS OUTSTANDING AS AT 30 JUNE 1 988 ($000s) 

Sector Industrial Dlv Joint Venture CFLS Total 
No. Va lue No. Value No Value No. Value 

Tourism 31 5,32 1 1 87 3 47 35 5 ,563 w 
N 

Transportation 1 7  4 7,559 2 89 263 1 ,941 439 9 ,589 
+="' 

Manufacturing 236 27,928 1 0  659 49 652 295 29,239 

Timber 24 1 ,853 20 505 44 2,358 

Construction 6 1  2 ,324 1 98 23 296 85 2 ,7 1 8 

Commercial 21 8 1 4,041 4 344 71 0 5 ,441 932 1 9,826 

Total 744 59,034 1 8  1 ,377 1 ,068 8 ,882 1 ,830 69 ,293 

Source: Fiji Development Bank, 1 988. 



3 2 5  

Join Venture Loans Scheme (JVLS) 

This sche m e  p rov ides co ncess ions to compan ies  and partnerships with a 

minimum 25 per  cent Fij ian shareholding for i nvestment i n  the manufacturi ng 

and service i ndustries .  

F inance i s  ava i l a b l e  for  u p  to  80  per cent  of  the p roject cost ,  and the  

indigenous  Fij i an partner  can  obtai n equity capital finance i n  addition to  the 

joi nt ventu re l oan . The  ai m of the JVS is  to  assist jo int ventu res so  that 

i ndigenous Fij ians can combine their resources with non-Fijians who may have 

business experience. 

In 1 987/88 there were 5 approvals under the scheme valued at aproximately 

$1 .4 mi l l ion  (Table 1 1 . 4) .  The largest joi nt venture approval of just u nder $1  

m i l l i o n  was for  a t o u r i s m  p roj ect . I n  J u n e  1 988  t h e re we re 1 8  l oans  

outstandi ng  u nder  the  JVLS with a value of $1 .38 mi l l ion (Table 1 1 .3). The 

interest rate in 1 987/88 was 1 2.5 per cent. 

I n  1 989 the  Bank  n oted a sharp i ncrease i n  commercial loans u nder  the 
. .  

special loan scheme for Fij ians. For the six months to 30 June 1 989 , a total of 

445 loans had been approved with a value of $3.8 mi l l ion.  This compared with 

a yearly average of o n ly 260 loans valued at $ 1 .6  mi l l ion  over the last four 

years (DEVBANK n ewsletter ,  1 989). The sharp i ncrease has been attributed 

to the reduction of i nterest to 8 per cent and a cash g rant equivalent to 10 per 

cent of the costs of fixed assets purchased. 
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TABLE 1 1 .4 

THE N U M B E R  A N D VALUE O F  INDUSTRIAL AND COMMERCIAL 
LOAN APPROVALS UNDER THE JOINT VENTURE LOANS SCHEME FOR 
THE 1 985/86 TO 1 987/88 FINANCIAL YEARS ($000s) 

85/86 86/87 86/87 

SECTOR NO.  VALUE NO. VALUE NO. VALUE 

Tou rism 1 1 70 1 930 

Transportation  1 6 1 21  1 80 

Manufacturing 4 794 1 6 1 80 

Timber 

Construction 1 1 00 1 30 

Commercial 2 673 2 1 1 5  1 243 

TOTAL 9 1 ,743 4 1 42 5 1 ,363 

Source :Fiji Developme nt Bank,  1 988. 
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Tourism 

I n  1 987/88 there were 35 loans outstanding for the tou rism i ndustry valued at 

$5.6 mi l lion (Table 1 1 .3) . There was an increase i n  value  of  approvals by 1 59 

per cent. This was due to 3 major approvals which total led $4.2 mi l l ion and led 

to the further deve lopment of an exist ing hotel and  to the  construction of 2 

resorts. Tou ri sm conti nues to be an important i ndust ry i n  terms of fore ign  

exchange earn i ngs ,  e mployment and the deve lop m e nt of  anci l l iary services 

i ncluding the handicraft , catering  and duty free retai l i ndustries.  

U nder  the Industrial Divis ion ,  4 loans were approved i n  1 987/88 with a total 

value of $3.3 m i l l ion (Table 1 1 .5) .  I n  1 988 the FOB announced its participation 

i n  the deve lopment of a luxury class hotel to be con structed on the reclaimed 

foreshore of Suva. The shareholding is 50 per cent held by FOB and 50 per 

cent by the Government. Sheraton Hote ls is to manag e  and operate the hotel .  

The hotel  has 1 72 room s  and  co nfe rence faci l i t i es  for 500 people. The 

estimated project cost was U S$20 mi l l ion. 

Management Advisory Services (MASD) 

I n  1 987/88 MASD had 70  c l i ents u nde r superv isi o n  with an  emphasis on 

providing clients with financial planning supervision .  The department is staffed 

by three people and is plann ing a series of seminars and workshops. 

The department is  also prepari ng several brochu res  and booklets for clients 

deal ing with business operations. 
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TABLE 1 1 .5:  

THE N UM B E R  AN D VALU E OF LOAN APPROVALS U N D ER THE 
INDUSTRIAL DIVISION FOR THE 1 985/86 TO 1 987/88 FINANCIAL YEARS 
($000s) 

85/86 86/87 87/88 

SECTOR No. Value No. Value No. Value 

Tourism 1 3  2 ,606 1 1  1 ,684 4 3,348 

Transportation  72 2 ,079 68 3 ,281 20 664 

Manufactu ring 64 4 ,349 57 7,551 43 6 , 1 83 

Timber 4 1 53 7 3 , 1 87 3 38 

Constructio n  33 1 ,435 1 8  527 9 668 

Commercial 76 6 ,406 73 5 ,027 24 2,478 

TOTAL 262 1 7 ,028 234 21 ,257 1 03 1 3 ,379 

Source:Fiji Deve lopment Bank, 1 988. 
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Figure 11,1 
The Val u e  of Industria l  and Commercial  Loa ns 
Outstand ing as at  30 J u ne 1 988 
$000's . 

Figure 11,2 

Tourism 5,563 {8%) 

Transportation 
9,589 {1 4%) 

Commercial Loans to Fij ians Scheme ($8.9m )  
$000's 

Commercial 
5 ,44 1  (61 %) 

Tourism 47 ( 1%) 

Construction 
296 3%) 
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Figure 11.3 
Jo int Ventu re Loan s  Scheme 
$000's 

Rgure 11.4 

Commercial 
344 (25%} 

Construction 
98 (7%) 

Ind ustria l  Division ($59.0m) 
$OOO's 

Commercial 
1 4 ,041 (24%) 

Tourism 
5 ,329 (9%) 

Transportation 
89 (6%} 

Transportation 
7,559 { 1 3%) 
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Business Opportunity & Management Advisory Service (BOMAS) 

P ri o r  to  1 987,  SOMAS h a n d l ed seve ral of the  functi o n s  of a n  e nterprise 

support o rganisation.  Set u p  i n  1 974 by a Cabinet subco mmittee, SOMAS was 

form ed by i ntegrating the Project Evaluation Unit of the Fiji an Affai rs Board i nto 

t h e  M i n i st ry o f  F i j ian  Affai rs . ( P E U  was created  "to ass ist F i j ians both 

i nd ividual ly and i n  g ro u ps to u nderstand , cope with and ope rate withi n  the 

p resent day business world" ) .  The name of the u n it was then changed to 

SOMAS to reflect this new ro le .  SOMAS did not have clear legal status and 

was not a government department ,  nor was it a statutory board .  I n  1 983 it had 

a staff of twelve with fundi ng of more than $250 ,000. 

One  of the problems with SOMAS was that there was no clear defin intion of its 

ro le. Two U .N .  consu ltants i n  1 975 recommended that SOMAS should focus 

o n  providing t rain ing , educatio n  and advice to indigenous Fij ians and not get 

i nto the role of providing fi nancial  support. However, SOMAS evolved as an 

agency which provided feasibi l ity studies, consu ltancy services ,  and managed 

i nvestments. In some respects  th is role conflicted with that of the FDS. 

Feasibi lity studies assessed whether  business proposals submitted by Fijians 

were viable. SOMAS m ade recommendations for financial suppo rt by the Fiji 

Deve lopment Bank (FDS) . H owever ,  in 1 984, of the 1 85 loans recommended 

to  t he  FDB by SOMAS , o n ly 1 08 (58 per ce nt) we re approved ,  caus i ng 

confusio n  amongst cl ients (Hai ley,  1 985). 

In 1 987 SOMAS was i ntegrated i nto the activities of the Fiji Development Bank 

and no longer  exists as a separate e ntity. 
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Other Support for Fijian Entrepreneurs 

Additional support i s  avai lable to Fij ian e ntrepreneurs in the areas of train ing 

and incentives. 

Train ing 

Fiji has a wel l  developed educational system and offers numerous courses for 

entrepreneurs .  Some examples are : 

the U niversity of the South Pacific offe rs certificate and diploma courses 

i n  ad min i st rati o n  and accou nt i ng , a formal prog ramme of vocational 

cou rses with m ajors in admin ist ration ,  accounting or economics and a 

formal academic degree programme; 

The Fiji I nstitute of Technology offers a d iploma in  business studies, an 

integ rated vocational cou rse lasting three years. They a I s  o o f f e r  a 

certificate i n  commercial studies ;  

The Fiji National Train ing Council (FNTC) , a levy-funded national training 

agency, offers short courses in retai l ing , office admi nistration and stock 

control. These courses cater more to larger  companies. 

Incentives 

In 1 980 the Govern ment established the Economic Development Board (EDB) 

to encourage and faci l itate new investment. The EDB was replaced in 1 988 by 

the Fiji Trade and I nvestment Board (FTIB) .  FTIB's primary objective is to 

promote i nvestment i n ,  and deve lopment of ,  ventures o r  enterprises which 

enhance employment opportunities ,  i ncrease exports, and reduce imports. 
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FTIB provides:  

information and advice regarding local and fore ign  investme nt pol icies ,  

p riority areas, i ncentives and faci lit ies; 

information on overseas markets and export opportunities with detai ls  of 

the various p referential trade agreements (SPARTECA, ACP-EEC/LOME 

and GSP) ; 

i nformation relevant to import/export procedu res and regu lations,  freight 

rates etc. 

o rganisation  of investment seminars ; 

identification  of local and overseas jo int venture partners; 

trade publ icity for Fijian exports; 

o rganisation  of trade fai rs ;  

feasibi lity studies and project profi les of various industries ;  

publ ication of the Fiji Products Di rectory ,  Fij i Export Guide and the 

FTIB monthly newsletter. 

The FTIB also administers the Fiji Tax Free Zone  System which includes a Tax 

Free Zoneffax Free Factory package (TFZ/TFF).  The TFZ is a col lection  of 

factories i n  a specific location ,  while i ndividual  facto ries  enjoyi ng the same 

p refe re nt ial  co ndit i o n s  are known as TFF's .  The  scheme is  designed to 

encourage the establ ishment of export-or iented manufacturing u nits . Export­

oriented projects which p rovide employment creation ,  foreign exchange, and 

technology t ransfe r a re encou raged. The basic c rite rio n  for busi nesses to 

qualify under the TFZITFF is that the enterprise must export a min imum of 95 

per cent of its annual p roduction .  The types  of e nterprises encou raged are 

manufacturing ; mixi ng ,  blendi ng and packag ing ; assembly; and exportable 

professional services. 
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Enterprises approved u nder  the TFZ!TFF are fully exempt from tax for a period 

of 1 3  years plus other tax concessions,  and accelerated depreciation. 

Although FTIB provides this range of supportive services to foreign and local 

investors, more fore ig n e rs t han locals are in a position to take advantage of 

these incentives. The FTIB (and the EDB before it) has been criticised for its 

concentration o n  fore i g n i nvestors .  For example , i n  1 983 the EDB report 

identified on ly one p ri vate ly owned and completely Fijian-control led business 

that received EDB assistance (Hailey, 1 985). 

C Native Land Trust Board 

The Nat ive Land T r u st B o a rd ( N L  TB) p lays an  i mp o rtant ro l e  i n  the  

development o f  the  tou ri s m  i n dustry i n  Fiji and i ndigenous entrepre neurship. 

As the sole agency that admin isters 83 per cent of al l  Fij ian land avai lable for 

developme nt , NL T B ' s  p o l i ci e s  and activities are crucial to small bus iness 

development for Fijians .  lt i s  therefore important to u nderstand NL TB and its 

re lationship to touri sm and s mall business development. 

The Native Land Trust O rd i nance, the fore ru n n e r  of the Native Land Trust 

Board (NLTB) ,  became law i n  1 940. The NLTB was establ ished in 1 946 when 

the Fijian chiefs and peop le  e ntrusted the management of their land to NL TB. 

The NL TB is considered  by some to be a model for preserving indigenous land 

ownership within a framework of dynamic national development. 

The concept of land own e rsh ip  in ·Fiji is similar to other  Pacific Island countries ,  

but vastly d iffe re nt f rom land ownership in most developed countri es. Fijian 

land is owned by s mal l  t riba l  un its, the most important being the matagal i .  

Fiji an land is  not owned by  i ndividuals, and cannot be sol d ,  even to othe r  

Fijians. The exceptio n  i s  land al ienated during the early 1 900's. 
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I n  1 905 an amendment i n  the law permitted the sale of Fijian lands to non- . 

F ij ians.  Strong oppositi on  to th is led to a repeal of the legis lation  i n  1 909. 

Du ri ng that four  year pe riod , 368 ,390 acres,  or 8 per cent of Fijian land was 

alienated and today is known as "freehold" land. Since 1 909 the sale of Fijian 

lands has been prohibited ,  except to the Crown in very special circumstances. 

Although  Fijian lands can not be so ld ,  areas not used  by the landowners 

themselves can be  leased. With the establ ishment of the N LTB, the Fijian 

people voluntari ly surrendered management and control (but not ownership) of 

these lands to the N L  TB. 

The N L  TB administers 83 per cent of Fij i 's land which is owned by the Fijian 

people and has becom e  one  of the most i mportant i nstitutions  i n  Fij i .  The 

N L  TB works with land owners to turn land i nto productive assets. By 1 986 

429 , 000  hectare s h ad b e e n  l eased out i n  m o re than 25 ,000  leases for 

ag ricu lture ,  commerce , i ndustry and tourism. Rental payments alone totalled 

approximate ly $5 mi l l io n a year and were expected to i ncrease to about $8 

mi l l ion by 1 990. The landowners benefit from rental income, jobs,  dividends, 

royalties and commercial opportunities. Ti mber royalties are estimated to g row 

to approximately $1 .6 mi l l ion  i n  1 990. 

The Native Land Deve lopment Corporation was established in 1 975 to develop 

native lands and promote Fij ian busi ness i nvestment. The NLDC completed 

three residential subdivisions  in  1 977 and another  six subdivisions i n  1 978. 

Fij i 's sugar industry i s  bu i lt o n  native land leased to cane farmers who are 

m o stly I ndians. I n  1 9 84 the re were 9 ,200 cane farm contracts on  78,000 

hectares of native land. In addition ,  native land is leased for many other uses 

such as forest ry , facto r i es ,  hous ing deve lop ments,  hote ls , t i mber  m i l l s ,  

commercial bui lding� and diversified agricu lture. 
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Tenants of Fij ian land are issued with leases which are a guarantee of security. 

Leases are avai lable i n  five mai n classif ications :  ag ricu ltu ra l ,  residential , 

commercial , i ndustrial and "special". Different conditions and terms apply in 

each category. 

Agricu ltural leases cover 30 years with five-yearly reassessments of rent. 

Residentia l  leases are usua l ly i ssued for  99 years and rent is also 

reassessed at five yearly i ntervals. 

Commercial and industria l  leases a re for 60 to 99 years ,  with 1 0  year 

reassessments. 

Tourism leases are i n  the "special" category and terms are negotiated 

accord ing to the type of deve lopment. The term ranges from 60 to 99 

years. 

NL TB leases m ay be sold , transferred and varied. A leaseholder may sub­

lease al l  or part of a leasehold to other  tenants, subject to NL  TB consent. Sub­

lease of tou rism leases requires  the written consent o� the landowners. 

Leases for Tourism Purposes 

Si nce the 1 950s the NL TB has g ranted many leases to the tourism i ndustry. 

The Hyatt Regency Hote l ,  the Fij ian H ote l ,  the Regent and Sherato n  hote l 

developments o n  Denarau Is land are some of the outstand ing  examples of 

tourism leases administered by the NL  TB. NL TB expects rentals from hotels 

to total appproximately $1 .75 mi l l ion by 1 990. 

Assessment of rent for tourism leases is calcu lated at: 

2 .5% of g ross receipts fro m  the sale of accommodatio n ,  l iquor, food, 

beverages, g uest services ,  and other  sundry items during the preceding 

calendar year; and 
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20% of gross rentals from any sub-lease , licence o r  concession .  

In  addition ,  tou rism leases specify that: 

the lessee wi l l  g ive first preference to members of the landowni ng unit for 

all staff posts or other  types of employment, both ski l led and unski l led ;  

the lessee w i l l  "use i ts  best e ndeavours to  p romote the  t ra i n i n g  of 

members of  the landowning u n it who are employed in al l  aspects of 

tourist resort management and administration and other  types  of ski l led 

or  professional work i n  connection with the tou rist faci lity" (Nl TB, 1 989) ;  

the lessee wi l l  appoint one member of the landowning u nit (approved by 

NL  TB,the lessor) as a Di rector of the company, to participate i n  all board 

meetings. 

The N L  TB 's  five year  p lan  to 1 990  e mphas ises  its ce n t ra l  ro l e  i n  F i j i 's  

economy. The p lan 's  mai n  points are : 

support for the  Government's prog rammes i n  u rban areas for  industrial 

and commercial development; 

su pport fo r  ag ricu ltu ral and manufact u ri ng i ndustri es  i n  ru ral areas, 

i ncluding timber i ndustries; 

assessment of i nd ividual projects requiri ng native land for d evelopm ent 

o n  their merits; 

encou·ragement of landowner participation i n  land developm e nt through 

the leasing system ;  

the ensu ri ng that the development potential o f  native land is  recognised 

and i ncorporated into national land-use poicies; 

continued improve·ment of services to landowners ,  tenants , and 

customers through staff training and development. 
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Services offered by the N L  TB i nc lude:  

consulti ng with landowners to obtain their approval for leasing ;  

interviewing prospective tenants ; 

inspecti ng prospective sites where tenants want to build or  plant; 

drawing up lease documents; 

collecting and distributing  rents and royalties ;  

identifying schemes for successfu l deve lopment of Fij ian land;  

helping to prepare feasibi lty studies ;  

mon itori n g  d eve l o p me nt to e n s u re l essees adhe re to  the  tenancy 

agreement. 

This chapter  has reviewed nationa l  objectives and strateg ies which clearly 

i ndicates that the  cu rre nt Fiji G ove rn m e nt supports the deve lopment of the 

i nd i genous  p rivat e  s e cto r .  T h e  F i j i  D ev e l o p me nt B a n k ,  as t h e  ma i n  

development f inance i n stitutio n  i n  the  cou ntry, provides special ised financial 

support prog rammes for i ndige nous Fijians. The Commercial Loans to Fijians 

Scheme (CLFS) and Joint Venture Loans Scheme (JVLS) are two examples of 

special fi nanci ng p lans avai lable to i ndigenous Fijians. S i nce the coups of 

1 987, there has been a substantial i ncrease i n  activity i n  these loan schemes. 

The N at ive  Land  Tru st  B o a rd ( N LT B ) , w h i c h  ad m i n i st e rs l e ases for  

development on  85 per  cent o f  Fij ian Lands ,  plays and important role  i n  leasing 

land for tou ri sm deve lopment. Many of the major hote l deve lopments are 

admin iste red by NL TB , and l eas e  rentals f rom these h ote ls  are making  a 

significant contri but ion to the  i ncomes of some rural Fij ian people and the 

economy as a whole. 



3 3 9  

PART IV 

CHAPTER 1 2  

D I S C U SS I O N  A N D C O M P A R AT I V E  A N A L YS I S  O F  I N D I G EN O US 

ENTREPREN E U R S H I P  A N D  TOURISM DEVELOPMENT IN THE COOK 

ISLANDS AND FIJI 

The critical development issues which must be addressed by decision makers 

i n  the Pacif ic Is lands h ave been  explored i n  the previous chapters of th is 

thesis .  Specifica l ly ,  the i ssues  associated with touri sm development and 

i ndigenous entrepre n e u rs in the Cook Is lands and Fiji have been presented 

and analysed. 

As a resu lt of the analysis in this study a model was designed to assist and 

gu ide po licy makers i n  deve lop ing national pol icies for tourism development 

and i ndigenous entrep reneu rsh ip .  l t  is  t imely that such a model has been 

developed because both the Cook Islands and Fiji need to improve and update 

their policies concerni ng touri sm and indigenous entrepreneurs for the 1 990s, 

which wi l l  prepare these two countries for further development beyond the year 

2000. 

Althou g h  Fiji was t h e  fi rst South Pacific i sland cou ntry to adopt a tou rism 

maste rplan in the  1 970s,  t h i rty years have now passed and Fi j i  has n ot 

adopted a new masterplan which would reflect the progress made over the last 

three decades and plan for the realities of tourism development over the next 

decade. 
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As stated i n  Chapter 5 of th i s  study , the Cook Is lands Government Second 

Deve lopment Plan ( 1 9 88-1 992)  adopted policy objectives of a contro l led and 

balanced touri sm i ndustry which wou ld be developed at a moderate g rowth 

rate . Another o bjective was to optimise local economic benefits and ensure 

widespread distributio n  of these benefits within society and among the islands. 

The aim was to achieve th is development whi le ensuring conservation of the 

natu ral e nvi ro n m e nt ,  a nd m ai ntai n i ng Cook I s lands' cultu re and traditions  

(Cook Islands Government ,  1 988) .  

I n  Chapter 9 of th is study we s aw that the Fiji Government has also adopted 

several policy o bjectives for  tou ri sm development in the Deve lopment Plan 

(DP9) pe riod. These were :  to  e nsure that tourism is developed i n  harmony 

with other national development policies and objectives; to increase the use of 

local agricultural p roduce in hotels and restau rants in order to improve overall 

li nkages with the rest of the economy and reduce leakages; to promote greater 

participation of local e ntrepre neurs i n  hotel investment and related industries; 

to faci l i tate sma l l  scale seco ndary activity for  local e ntrepreneurs through 

provis ion of  basic i n frastructu re ,  physical resources and credit faci l iti es ;  to 

diversify visito r source markets ;  to increase tou ri sm awareness a mong local 

people and visitors ; and to ensure that negative impacts on lOcal customs and 

cu ltures are avoided whi le enhancing local cultures (Fiji Government ,  1 985). 

In additio n ,  the Coope rs and Lyb rand study of 1 989 added several other 

objectives includi ng a sustained g rowth in total visitor expenditure ; an equitable 

d i st r ibut ion  of t h e  b e n ef i ts  o f  to u ri sm ;  and appropri ate e nv i ron m e ntal 

management (Coopers and Lybrand , 1 989).  

The d i scussio n i n  t h i s  chapt e r  wi l l  take i nto account these p o l ici es  and 

objectives i n  o rder to evalu ate to what extent these po lici es and objectives 

have been achieved. 
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I n  1 989 a d raft report for a touri sm maste rplan was prepared (Coopers and 

Lyb rand , 1 9 8 9 } ,  but  th i s  h as n ot ye t  b e e n  adopted by the  I nte ri m F i j i  

Government. 

The Cook Is lands have not yet produced a tourism masterplan. Since tourism 

began in the e ar ly 1 970s ,  deve l o p m e nt has occurred on an ad hoc basis 

without the g uidance of government policies set out in  a masterplan. However, 

the Cook Islands Government has recently received funding from the ADS to 

prepare a tourism maste rplan in 1 99 1 .  This study can therefore play a small 

role in  the Cook Islands tourism masterplan. 

In the meanti m e ,  both cou ntries  h ave based the i r  development on po l icy 

statements on  tou rism deve lopment presented i n  their respective development 

p lans (Fiji's DP9,  1 985, and Cook Is lands Second Development Plan , 1 988) . 

Neither cou ntry has developed adequate policies for dealing with indigenous 

e ntrepreneurship.  Agai n ,  there is some mention of the need to develop small 

bus inesses (especia l ly  for i nd igenous  e ntrepreneu rs) in the deve lopment 

p lans , however neither country has a dedicated section on the encouragement 

and promotion  of i ndigenous e ntrepreneurs .  

Si mi larly, ne ither country has focused adequate deve lopment policies on the 

role of women in development (although Fiji has a section devoted to women 

in DP9) ,  or more specifically the role of women in  business. 

The refore the mode l  d eve loped i n  th is  study wi l l  be an important g uide to 

planners and decision makers to assist them i n  the evaluation and monitoring 

of  tou rism deve lopme nt and the ro le  of i nd igenous e ntrepreneurs 
.
i n  that 

development. 
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A model for tourism and indigenous e ntrepreneurship deve lopment strateg ies 

fo r smal l  is land states has bee n deve loped and p rovides a fra mework fo r 

analysis (Figure 1 2. 1  ) . 

According to the  mode l ,  any a nalysi s of  ind igenous e nt re preneu rsh ip  and 

tou rism deve l o p m e nt in  the Cook Is lands and Fiji must take i nto account 

several major factors. The model developed in this thesis is based on fou r  key 

factors. They are as fol lows: 

1 .  Economic Factors 

1� generation  of fore ign exchange and reduction of foreig n  exchange 

leakages; 

employment generation ; 

contribution  to g ross domestic product (GDP) ; 

i ncreased l inkages with other sectors of the economy; 

provi sion of small business opportunities;  

increased participation of indigenous people in  business; 

ro le of women in tourism and e ntrepreneurial deve lopment. 

2. Social Factors : 

minimisation of the social costs of tourism; 

p ro t e ct i o n  o f  t h e  e n v i ro n m e n t  a n d  t h e  m i n i m i s at i o n  o f  

e nvironmental i mpacts of tourism. 

3. Cultural Factors : 

- minimisation  of the cultural costs of tourism; 

- maintenance and promotion of culturar integrity; 

- maintenance and improvement of cultural skills. 
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4. Political Factors : 

- reduction of rural/urban drift ;  

- more equitable distribution of economic opportun ities ;  

- more equitable distribution of economic benefits; 

- maintainenance of pol itical stabi lity. 

l t  s h o u ld b e  e m p has ised  h e re t h at ,  wh i l e  these fou r  i m p o rtant facto rs 

incorporated in  the model can be analysed indepe ndently of o n e  another, each 

factor is interactive and i nter-dependent. The model must be perceived as a 

dynamic ,  s h ift i ng  re lat i o n s h i p  a m o n g st the  fou r  key fact o rs .  I f  tou ri sm 

development is to  be  functional and  beneficial to the majority o f  the population ,  

some how a balance amongst these fou r  facto rs must be  achieved. Ideal 

tou ri sm deve lopment wou ld i ncorporate a balanced synthesis of al l  these 

factors.! 

t. A ECONOMIC FACTORS 

Generation of Foreign Exchange and Leakages 

Both Fij i and the Cook Is lands ascribe to the objective of i ncreasing foreign 

exchang e  earn ings  to reduce n atio nal  balance of payments deficits. E ach 

country suffers from a shortage of fo reign exchange which provides constraints 

on overall economic development .  

In  the case of  the Cook Is lands,  ag ricu ltural p roduction  is  declin ing ,  export 

prices for produce are u nstable and low, the export base is  low and foreign 

exchange reserves are depleted. 

1 A maj or s ource for t he e co nomic s trategies is a st udy 
conducted by Larry Dwyer of The Austra lian Nat ional 
Univers ity in 1 9 8 6 . 
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H ere , . tourism i s  making the largest contribut io n  to the country's balance of 

payments. Tou ri st receipts were $29 .7  mi l l ion i n  1 987 and were projected to 

reach $36.2 mi l l ion i n  1 990 (Cook Islands Tourist Authority, 1 988).  The off­

shore banki ng industry, with revenues to the Cook lsdlands of $1 . 1 4  mil l ion in 

1 987, makes the second largest contribution .  I n  the  near future i t  i s  expected 

that the new and  developing pearl i ndust ry wi l l  also be making a significant 

contribution to the country's balance of payments. 

I n  the Fiji cas e ,  eve n  though  ag ricu ltu ra l  p roduct ion (especial ly sugar) is 

re lat ively h igh ,  t he  count ry is a lso faced with a narrow export base and 

dep leted fore i g n  exchange res e rves and  u n stable and low export p rices, 

especial ly si nce the mil itary coups of 1 98 7. I n  Fiji , tourism is also making a 

m ajor  contri bu t i on  to t h e  coun t ry ' s  ba lance o f  payments. G ross  tou rist 

expe nd itu re h as bee n steadi ly i ncreas i ng  i n  Fi j i ,  except for  1 983 when 

cyclones hit Fiji and 1 987 when· tourism d ropped as a result o f  the  coups. As 

a percentage of a l l  exports,  tou rism accounts for approximate ly o ne-third of 

Fiji 's export receipts. I n  1 984, g ross tou ri st expenditure of $1 6 1  mi l l ion was 

s ig n if icant ly h i g h e r  than the  $ 1 1 0  m i l l i on  f rom sugar exports , wh ich has 

traditi onal ly been Fiji 's major  sou rce of fo re ign  cu rrency earn ings.  A large  

portion o f  Fij i 's trade deficit is met from tourism earnings, which have in  turn 

reduced the instabi l ity in export income (Dwyer, 1 986). 

However, in both countries ,  outflows of fore ign exchange brought about by 

tourist sector activity must be deducted from inflows of foreign curre ncy in the 

form of tourist expenditure and foreign capital investment. In Fiji , even with its 

diverse economic base, the most recent estimate is that leakages constitute 75 

per cent of g ross tourist expenditure (Dwyer, 1 986 , p .238). 

In the Cook Islands leakages are estimated to amount to 55 per cent of tourist 

expenditure (Cook Islands Tourist Authority, 1 990). 
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Five types of fore ign exchange leakages can be identified : 

1 .  Imported g oods a n d  s e rvices con s u m e d  by v is i tors - Whi le  i n  both 

countries many goods (especially foods, beverages, cloth ing ,  furnishings, 

vehicles, etc. ) and some services are imported, Rji imports a much larger 

quantity of these g o od s  and services than the Cook Is lands. This i s  

because the tou ri sm i ndustry i n  F ij i  i s  obviously much larger  than the 

Cook Is lands ,  however i t  does co nt ribu te  to more fore ign  exchange 

leakages. 

2. Factor  pay me n t s  a b ro ad ,  i nc l u d i ng m a n ag e m e n t  fee s  t o  fo re ig n 

concerns ,  i nterest p ay me nts o n  fore ign loans, remittances overseas by 

expatriate employees ,  and repatriated profits. Again ,  Fiji makes more of 

these facto r pay m ents  abroad because most of t he  major hotels are 

foreig n owned a n d  o p e rated and  t h e refo re emp loy more expatriate 

employees,  make i nte rest payments o n  loans overseas, and repatriate 

any profits. In contrast ,  i n  the Cook Islands ,  only one  of the large (over 

1 00 rooms) hote ls i s  fore ign owned and most of the medium and small 

size motels are locally owned and operated. 

3. Expenditure o n  overseas publicity and promotion of the country. This is 

an expense that both countries are committed to spending as the enti re 

tourism industry depends on vigorous marketing because competition for 

the tou rist dollar is constant. 

4 .  Imports of capital g o ods for touri st accom modation and facilities. While 

both Fij i and t he  C o o k  Is lands face i m po rtation of capital goods, again 

the deg ree i s  h igh e r  for Fiji because of the  size of the  country and the 

i ndustry. 
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5.  I ncreased i mports d u e  to i ncreased co nsumpt io n  by residents - the 

"demonstration effect" of tourist expenditure. The demonstration effect 

of tou rism consumptio n  u ndoubtedly causes i ncre ased consumptio n  of 

impo rts by residents. However, not a l l  increased consumption  can be 

attributed to tourism. I ncreased consumption by residents is also caused 

by res idents t rave l l i n g  overseas themselves ,  a n d  by deve lopment i n  

general. 

The magn itude of the fore ign exchange leakages which occur i n  a country wil l 

depend on such things as: 

1 .  The structure of own e rsh ip  a n d  contro l  i n  t h e  tou ri st i ndust ry. As 

i ndicated earl ier, Fij i has a g re ater degree of  fo reig n owne rsh ip and 

contro l  i n  the tou ri st i ndustry than the Cook I s lands ,  therefore the 

magnitude of foreign exchange leakages is higher. 

2. The type of accommodation and tourist faci lities offered. Agai n ,  Fiji has 

many large hote ls (1 0 hotels with over 1 00 rooms each) ,  catering to up­

market tourists whose expectations of food and services are much higher 

than lower-i ncome tou rists. Many of these large h otels are o perated by 

i nternational hotel chai n s  (such as Sheraton ,  Hyatt, Regent etc.) who 

have set i nte rnati o n al standards of  accommodati o n ,  faci l i t ies and 

se rvices.  The Cook I s lands,  on the other  hand,  h ave o n ly two l arg e 

hotels and none of the hotels are operated by international hote l chai ns. 

The i ndustry caters most ly to average i ncome tourists and the budget 

market 
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3. The extent of the l i nkages betwee n  the  sectors meeting f inal tourist 

demand ,  and other p roduci ng sectors .  I n  both cou ntries, the  extent of 

the l inkages between the tou rist sector and other producing sectors are 

minimal and need strengthen ing .  

The net effect of tou ri s m  earn i n g s  on the  balance of payments requ i res 

i nformation  regardi ng the d i rect and i ndi rect foreign exchange costs of goods 

and services pu rchased by tou ri sts .  The pro po rt ion of touri st expenditure 

which flows overseas i n  small island states is  expected to be high because of 

t he  e l e m e ntary n atu re o f  seco n da ry i nd ust ry and  the  d if f icu lty for  the 

ag ricu ltural sector i n  supp ly ing p roducts o f  suffic ient variety ,  q uantity and 

quality to the tou rism industry .  For example , some recent estimates of the 

import content of tourist services in Western Samoa ranged from 65 per cent 

for hotels and food to 1 00 per cent for transportation (Dwyer, 1 986, p .238). 

I n  summary , both the Cook Is lands and Fij i have ach ieved the i r tourism 

development objectives of generating sign ificant foreign exchange earnings to 

the country. However, both countries need to monitor and reduce the foreign 

exchange leakages out of the cou ntry .  Although both countries are making 

serious attempts to reduce these leakages, more needs to be done. 

Employment Generation 

Tourism is a labour intensive service industry .  Tourism's demand for labour  is  

mostly i n  the unski lled and semi-ski l led categories.  However, e mployment 

opportuniti es may be expanded for se lf-e mployed small-scale e ntrepreneurs 

offering goods and services to tourists (for example, tour gu ides, vendors and 

transport operators) .  Employment is generated i n  the fol lowing sectors, with 

additional multiplier effects from the following sources: 
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the tourist secto r  (hote ls/mote ls, tou rs and t ransport, retail shops, and 

government admin istratio n  of tourism); 

the tourism supp ly i n g  sectors (ag ricu lture ,  d istribution ,  foodprocessing ,  

financial and other  services) ;  

the co n st r uct i o n  of  t o u r i st acco m m od at i o n  a n d  to u ri st re lated 

infrastructure. 

Tou rism-re lated employ m e nt can be generated in regions removed from the 

mai n touri st areas , s u c h  as t he  producti o n  of h andicrafts which a re then 

transported to ce ntral i sed sa les outlets. In  both Fiji and the Cook Islands 

handicrafts are produced in ru ral outlying islands (for instance the Lau Group 

in Fij i  and the Nort h e r n  G ro u p ,  Atiu and Mauke in the Cook I slands) and 

shipped to the tourist centres of Suva, Nadi and Rarotonga for sale. This ,  in 

additi on to the locatio n  of tou rist resorts in ru ral areas (with the creation of 

employment opportunities ) ,  also helps alleviate ruraVurban drift. 

The prese rvation of traditional handicraft making and e ntertainment ski l ls are 

also di rect benefits of tourism e mployment. By creating paid employment for 

these ski l ls ,  the tou ri s m  i ndustry is helpi ng to preserve them. · In addition ,  

tou rism provides g re ater  opportuniti es fo r  commercial and entrep reneurial 

ski l ls i n  a variety of areas such as handicrafts, entertainment, tours etc. 

The magnitude of e mp loyment generated depends o n  the rate of g rowth of 

tourist expenditure and i nvestment, and linkages between  i ndustries (economic 

secto rs) .  "The g re ate r t he  degree of i ntegratio n  and diversificat ion in an 

eco nomy,  the g re ate r t h e  amount of employme nt gene rated fro m  a given 

amount of  touri st spendi ng" (Dwyer, 1 986). 
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\tourism deve lopment can he l p  to reduce unemployment rates i n  the Pacific ·�l 
I s lands i n  the futu re ; h owever ,  some doubts have been  raised about its 

e mployment creati ng potential .  Estimates for Fiji i ndicate that the employment 

g e ne rating potential of tou rism is  less than that of al l  primary and secondary 

industry. lt appears that, compared to other sectors, tourism does not create a 

s ig n i f icant demand for labour (Varley , 1 978) . Ag ricu ltu re has consistently 

provided more employment than tourism in Fij i .  Other  questions that must be 

raised are : what are the  o pp o rtun ity costs of expand i ng tou ri st i ndustry 

e mployment ,  especial ly when  manpower is diverted from agriculture? What 

opportunities exist in  the tourism industry for acqui ri ng  productivity enhancing 

ski l ls? 

However, tou rism is sti l l  an  i mportant source of much needed employment in 

F ij i .  Est imates show that 7 ,000 d i rect and i ndi rect j obs were created by 

tourism in 1 971 , which was 9 .4  per cent of total paid employment. By 1 981  it 

was estimated that tourism-generated employment provided 22 ,042 jobs, or 27 

per cent of total paid employment. I n  addition ,  it was estimated that by 1 990 

touri sm wou ld p rovide e mp loy m e nt fo r  30 ,769 pe rson s ,  1 3 ,231  i n  d i rect 

e m p l o y m e n t ,  a n d  1 7 , 5 3 8  i n  i n d i rect and i nd u c e d  e m p lo y m e nt ( F i j i  

Government, 1 985) .  

I n  the case of the Cook Is lands , where tourism is  the largest i ndustry, i t  is also 

p rovi d i n g  a s i gn i f icant n u m b e r  o f  jobs ,  i n  d i rect , i nd i rect a n d  i nduced 

e mployment. 

I n  1 981 it was estimated that tourism provided direct fu l l-time employment for 

464 persons (Pryer, 1 98 1  ) .  By 1 984,  there were 768 peop le d i rectly and 

i nd i rectly employed in the tourism i ndustry (Mi lne,  1 985).  
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lt is obvious that both the Cook Is lands and Fiji are achieving their  goals of 

employment generation to a large degree. However, more oppo rtunities must 

b e  p ro v i d e d  fo r i ncre a s i n g  t h e  ski l l  l eve l s  of loca l  p e o p l e ,  i nc rease 

entrepre neurial opportunity, and managerial development for local people i f  ful l  

advantage is to be taken of  the opportunities provided by the tourism sector. 

Contribution to Gross Domestic Product (GDP) 

National i nco m e  i s  i ncreased by both tou rist expenditure and i nvestment in 

tou rist-re lated plant and equipment. Tourist expenditure has three  effects on 

national i ncome .  

D i rect e ffect s  o f  t o u ri st e x p e n d i t u re i nc l u d e  reve n u e  t o  hote l s ,  

restau rants, tour  a n d  t ranspo rt companies, retail stores ,  e ntertainment, 

and visitor attractions,  etc. Domestic value added accrues to e mployees 

as wages ,  to owners as profits, or to the government as tax revenue. 

T h i s  c a n  be an i m po rt a n t  s o u rce of d e v e l o p m e nt f i n a nc i ng to 

governments. 

Indirect effects result from "flow ens", whereby direct suppliers purchase 

inputs from other local fi rms, which in turn purchase i nputs from others 

etc. 

I nduced e ffects occu r when the reci pie nts of the d i rect and i ndirect 

expe nd i tu re (th e  f i rms  and the i r employees)  d e m o n strate i nd uced 

co nsu mpt ion  ·by spen di ng the i r  i ncreased i ncomes on othe·r local ly 

produced goods and services. An added benefit to local residents is that 

the expansion of accommodation and other faci lities and infrastructure 

(such as improved roads, communications, e lectricity etc. )  serves the 

local popu lation as wel l  as tourists. 
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Howeve r, the  ove ra l l  mu lt ip l ier effect and tou ri sm 's  contributon to GDP is 

reduced by leakages overseas. Foreig n i nvestment ,  which is necessary for 

constructio n  of tourism faci lities, also increases ownership and co ntro l  of the 

tou rist i ndustry by foreign interests, further weakening the beneficial economic 

impact of tou rism to residents. "The less developed the linkages are between 

the tou rism i ndustry on the one hand and p rimary and secondary i ndustry on 

t he  oth e r, the less the contribution  that tou rism-re lated spending makes to 

domest ic value  added. The greater tourism's co ntribution to GDP,  moreover, 

t h e  g re ate r t he  vu l n e rabi l ity of the economy to any i n stabi l ity i n  touri sm 

n u mbers" (Dwyer, 1 986). 

I n  Fij i , touri sm's estimated contribution to G DP ranged from 8.25 per cent of 

G D P  factors (Dommen ,  1 973:p.28) to 1 3 . 5  p e r  cent  of GDP market prices 

(Britten ,  1 983 :p . 1 63) . Another analysis of tou rism expenditure shows that,  on 

ave rage ,  tou rism accou nts for 1 2-1 3 per cent of GDP. The tou rism i ncome 

m u ltip l ier  was esti mated at 0 .94, which is much lower than sugar (1 .47). This 

i s  d u e  to the  lack of fore ign exchange leakages with i n other sectors of the 

economy  as wel l as its high import content (Fiji Government, 1 985). Although 

these  f igures  vary ,  it is clear that tourism's contribution  to the Fiji economy is 

sig n i f icant. 

Esti m ates for the Cook Islands i ndicate that 20 per  cent of total government 

taxati o n  revenue was generated either directly o r  indi rectly by the tourist 

i nd u stry in  1 985. I n  addition ,  revenues generated by tou rism have grown from 

$ 2 4 . 4  m i l l i o n  i n  1 985 to $29 .7  m i l l i on  i n  1 988 .  Tou rism has beco me the 

p ri nci pal force for economic growth in the Cook I slands' economy. 
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Provision of Small Business Opportunities 

The tou rism i ndustry i n  s mal l  i s land states must act as a catalyst to overall 

g rowth i n  other sectors ,  but carefu l attention  must be paid  to developi ng 

strategies to retai n a g re ater  proportion of tourist expenditu re and tou rist­

related i nvestment  domestical ly. One of the most i m po rtant i ssues facing 

g overnments of these i s land countries is how to i ncrease local i nd igenous 

participation  i n  ownership ,  m anagement and contro l of tou rism faci lities. 

Local e ntrepreneurs have poor access to capital , markets and management 

expertise which l imits the i r  ab i l ity to participate fu l ly i n  the development of 

tourism faci lities .  Th is  s i tuation promotes the need for  fo reig n capital and 

therefore fo reign contro l of  tou rism faci lities. The best opportunities for local 

participation and control i n  the tourist industry are : 

the provision of medium-standard accommodation ;  and 

i nvolvement i n  certain tourist-re lated faci lities and services, or secondary 

tourism activities (STA's) . 

. .  

I s land governments can e ncou rage indigenous entrepreneurs to develop an 

i ntegrated network of s mal l , medium and budget stan dard accommodation 

faci lities located in various parts of the country and o utside the major tourist 

areas. Governments can e ncou rage and faci l itate the  construction of these 

s m a l l  l odg i ng faci l i t i e s  t h rough  deve lopment b a n k  ass i stance to loca l  

communities and by providing technical management ski l ls train ing. 

Both the Cook Islands and Fij i  have provided development bank assistance to 

locals for development of accommodation facil ities. However, they have not 

p rov ided  s u ff ic i e nt t e c h n i ca l  manag e m e nt sk i l l s  t ra i n i ng .  A lso ,  the 

development banks have not provided monitoring o f  loans i n  orde r to detect 

management problems at the early stages. 
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I s land govern me nts can  a l so  e ncou rage i nd ig e nous  partic ipati o n  i n  the 

secondary tou rism activit ies such as restau rants ,  h iki ng  and trekking tours ,  

transportatio n  (e.g . touri st mini-buses , motor bikes ,  bicycles, horse riding , sai l 

boats, canoe riding) ,  handicraft sales, music and entertainment, and provision 

of produce for hotels and restaurants. 

I n  both the Cook  Is lands and  F ij i , t hese seco ndary touri sm activities are 

reserved fo r deve lopme nt by locals ,  which provides i ndigenous people with 

opportunities for participation .  

Increased Indigenous Participation in Tourism Businesses 

By encourag ing i ndigenous e ntrepreneurs to participate i n  equity i nvestment 
I 

and management of  tou rist faci lities and services i n  the accommodation sector, 

several advantages can be expected: 

i ncreased control over i nputs and ensured maximum use of l ocal i nputs 

�uch as bui ld ing materials and food ; 

wide r d i s t r ib ut i o n  o f  i nc o m e  and  e m p l o y m e nt be ne f its o f  t ou ri st 

expenditure outside of tourist centres; 

reduced leakages of foreign exchange because more local materials and 

services wi l l  be uti l ised ; 

mini misatio n  of adverse socio-cu ltu ral impacts because of the type of 

tourist who wou ld uti l ise this type of accommodation .  Although the type 

of tourist l ikely to uti l ise these faci lities wi l l  spend less than the tpurists 

who p refe r i nternatio nal resorts, the impact of this tourist expenditure is 

usually significant for local residents; 

i ncrease i n  the d eve lopment of i ndigenous  management ski l l s  and 

expertise. 
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Governments can a lso e nco u rage  i nd i genou s  e ntre p re n e u rs to set up  

businesses in  the  secondary tourism sector. In many instances, th is  m ay be a 

more feasible approach , as the i nitial i nvestment needed is usually less than 

that required for accommodation. 

The encouragement of i ndigenous communities to participate i n  the decision 

making ,  equity i nvestment and management of tourist faci l ities and services 

not on ly provides income and e mployment benefits to i ndigenous p eople ,  but 

also provides the opportun ity for a more equitable distributio n  of economic 

benefits from the tou rism i ndustry. 

In Fiji there was a total of  35 loans made to the tou rism sector, with a total 

value of F$5.6 mi l l ion (Ju n e  1 988). However, of this total, on ly 4 loans with a 

total value of F$234,000 were made under the Joint Venture and Com mercial 

Loans to Fij ians Sch e m e ,  which makes specific provision for the  i nd igenous 

Fijians. The remain ing 31 loans, with a value of $5.3 mil lion ,  were m ade to the 

I ndustrial Division ,  p resu mab ly to non- indigenous Fij ians (F ij i  Deve lopment 

Bank, 1 988) . 

I n  the Cook Is lands i n  1 989 , the  com merce sector (which covers p ri ncipally 

tou rism projects) received the largest number of loans from the C IDB (41 . 1  per 

cent) with a tota! value of NZ$61 6 ,000. All loans made by C IDB are made to 

Cook Islanders and permane nt residents. 

lt is clear that whi le government policy in Fiji ascribes to a pol icy of i ncreasing 

indigenous participatio n  i n  tourism-re lated busi nesses, in reality most of the · 

development financi ng i s  g oi ng to non-indigenous clients. There a re several 

reas o n s  f o r  t h i s ,  i n c l u d i n g  t h e  fact t h at m any pote n t i a l  i n d i g e no u s  

entrepreneurs may not b e  aware of the opportunities for development financing 

that exists. 
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More effort must be  m ad e  to p romote the avai labi l ity of f inancing  if  the Fiji 

Government is to achieve its objectives in this respect. 

The high level of Japanese i nvestment i n  the tourism i ndustry i n  Fiji (especially 

the accommodat ion sector) is another issue that wi l l  need monitori ng  to avoid 

problems of vertical i ntegration .  I n  other countries where Japanese i nvestment 

i n  accommodatio n  has been  h igh (fo r example ,  Austral ia and Hawai i ) ,  local 

entrepreneurs hav e  bee n  squeezed out of many of the secondary tou rism 

activities where the  Japanese are also taking over. This i ncludes tou rs and 

i nte rnal t ransportat i o n , restau rants ,  e ntertai n ment ,  g ift shops and  othe r  

services. I n  some cases, these services a pre-sold i n  Japan , thereby cutting 

out local businesses .  

I n  the Cook Islands, whi le a l l  deve lopment bank loans are made to i ndigenous 

Cook Islanders (and permanent residents) , there is  sti l l  a large segment of the 

population who are not aware of the financing opportunities avai lable. This is 

especially true i n  the  case of people in the outer islands and potential women 

e ntrepre n e u rs .  An effort m u st be made to create an awaren ess of  t he  

financing opportunities avai lable.  

Promotion of Indigenous Women Entrepreneurs 

The role of wom e n  i n  n atio nal economic deve lopment is now attracting the 

attention of  deve l o pment p lan ne rs .  Planners (wh o  are mostly ma le )  have 

come to recognise that women make up  at least 50 per cent of the population 

in most cou ntri e s ,  and that · th i s  major  hu man resou rce has bee n  large ly 

overlooked i n  the  p ast. Most deve loping countries cannot afford to overlook 

this important resou rce . More i mportantly, Pacific Island countries, with their 

very l imited natura l  resou rces,  most defi n itely cannot afford to overlook this 

resource. 
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Whi le  wome n  fi nd it d iff icu l t  to com pete i n  t rad itional ly ma le  d o m i n ated 

professions  (such as t h e  p ub l ic  s e rv ice , po l it ics and ag ricu ltu re ) ,  Pacific 

women  f ind competitio n  i n  t he  busi n ess  world more successfu l for them. 

Although competition i s  tough ,  men accept women i n  business m ore readily 

and do not fee l  as threatened by business women as they do by othe r  women 
. -

who compete i n  what has been the exclusively male dominated fie lds. This 

does n ot mean to say that bus iness wom e n  have it easy. On the contrary, 

t hey  sti l l  face compet i t i o n ,  bu t  t h e  bar ri e rs t hey h ave to co nf ront  are 

predictable. These are m ain ly in the areas of obtain ing financing for business 

development (banki ng and credit) .  

Pacific wome n  need e ncouragement and  t rai n i ng  to  become more effective 

entrepreneurs. They have not had the opportun ities that men have had i n  the 

past , and have therefore not deve loped a l l  the  business ski l ls necessary to 

succeed. Many of them have succeeded i n  spite of this lack of train ing ,  and 

many have not even attempted entrepre neurial ventures. 

The role of women in the development of the national economies in the Pacific 

Islands has been largely overlooked. In the Cook Islands the role of women in 

deve lopme nt g e n eral ly ( l et al o n e  b u s i n ess  d eve lopme nt )  h as not  been  

recognised in  the development plan. I n  the Fiji Development P lan (DP9) the 

ro le  of women  is paid some atte nt io n ,  but  the  ro le of women  i n  bus iness 

development is overlooked. 

Women need assistance i n  obtai n i ng fi nanci ng fo r their  bus inesses. They 

· often face the prob lem of a weak co l late ral positi o n  and have very l itt le 

experience i n  establishing personal credit. Women  lack guidance, counsell ing 

and bus iness trai n ing and need experi ence i n  f inancial plann ing .  Both the 

Cook Islands and Fiji governments must face the fact that women need special 

incentive programmes to e nable them to bridge  the gender gap. 



3 5 8  

Increased linkages with o ther sectors of the Economy 

The tourist industry i s  f requently expected to act as a catalyst to g rowth in  

other sectors. However ,  c areful attention needs to be paid to how a greater 

proportion of tourist expenditure and tourist-re lated i nvestment can be retained 

domestically. One of t h e  c ritical issues is the strengthening of l inks between 

the tou rism and ag ric u ltu ral sectors and reducing the rel iance o n  i mported 

goods. 

There is a need to d e v e l o p  more o rg an ised market i n g  arrangements of 

agricultural products and so lving the technical problem of supplying products at 

the right price , quantity a nd quality. 

The hotels need good  s u p pl ies of quality local ly produced foodstuffs (fruit, 

vegetables, meat ,  pou lt ry ,  fish )  on a regu lar basis at agreed prices.  This can 

be handled either by i ndividual entrepreneurs o r  by a national organ isation. 

For Fiji , where there are thousands of agricultural producers and the markets 

are further away, it has  bee n  suggested that the National Marketing Authority 

cou ld assume this ro le  (Coopers and Lybrand, 1 988) . However, the farmers in 

the Sigatoka Val ley h av e  fo rmed a group which di rectly suppl ies the major 

hote ls  and res o rts  i n  t h e  N adi  area with agricu l tu ral p roducts with no 

i nvolvement at the n atio na l  level .  

In  the Cook I s lan d s ,  b ecau se of i ts smal l  s ize , the supp ly  of  agricu ltural 

products is handled di re ctly by a small g roup of ag ricu ltu ral producers who 

have direct access to t he  tourism market. One of the more successful l inkages 

in the Cook Is lands i s  t h e  provision of coffee from the is land of Atiu which 

supplies the tou rist market. 
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This i s  a small ,  domestic i ndustry but provides a much needed local p roduct. 

Also, the recently estab lished Rarotonga Breweries is providing Cook's Lager 

which has become very popular with tou rists. Most tourists prefer this to the 

imported Ste i n l ag e r  f ro m N ew Z e a l a n d .  Local ly p roduced orange and 

pineapple juices are other  goods examples o f  l inkages. 

Hotels and restau rants also need suppl ies of seafood which can be supplied 

by the local fishing i ndustry. In both the Cook Islands and Fiji the l inkage with 

marine resources has not been as successfu l as it should be. Visitors wou ld 

much rather eat local seafood than seafood imported from the countries they 

have just left. 

Fiji could deve lop a coffee i ndustry to service domestic and tourist demands. 

Fiji also has a successfu l  b rewin g  i ndustry which services tourists ,  and is 

producing local juices. 

Both the Cook Islands and Fiji have attempted to deve lop economic l inkages 

between the tourism industry and  othe r  sectors of the economy with some 

level of success. However, this i s  an area that requi r.es constant mon itoring 

and promotion. 

In both countri es ,  there is an  u rg ent  need  to fu l ly dete rmine the  existi ng 

l inkages betwee n  the tou rist i ndust ry and other  sectors . If these l i nkages 

re mai n weak, the eco n o mic i m p act of  tou ri sm wi l l  continue to be l imited. 

Research needs to be u ndertaken to d etermi ne how various i nte r- industry 

l i nkages can be strengthened ,  i n  the  context of  the governments' ove ral l  

deve lopment o bjectives .  App ro p ri ate  po l ic i es  need t o  b e  d e s i g n e d  to 

encourage these i nter-industry li nkages, and to strengthen and maintain them .  
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One o f  t h e  m ost i mportant social o bjectives i n  deve lopment p lanni ng i s  to 

i mp rove t he  standard of l iv i n g  of the  peop le  of a cou ntry.  M o st P ac i fic  

Islanders in  the 
_
20th Century have developed an understanding and need for a 

h igher  standard of l ivi ng based on  the western capitalist model .  They h ave 

become part of the consumer society i nt roduced to them by the western world. 

I n  addition ,  Pacific Islanders now expect better social services such as health 

and educationa l  services. By developi ng cou ntry standards, the health and 

education  services avai lable in  the Cook Islands and Fiji are quite h igh. 

If Pacific Is land countries enjoy higher standards of l ivi ng and i mproved social 

services , social  costs can be reduced. If a h igh level of socia l  s ervices is 

p rovided to a l l  people in the community, social problems such as burg lary, 

rape , juven i le  de liquency , d rug abuse and alcoholism wil l  be reduced.  

Tou rism and indigenous business development do provide more e mployment ,  

generate more household income and therefore improve the standard of livi ng. 

Tou ri s m  a l so  p rovides  m ore socia l  se rvices  for a commu n i ty ,  i nc lud ing 

improved i nfrastructure development. 

H oweve r, t o u rism can also p rovide more opportun ity for i ncreases in the 

crimes ment ioned earlie r. The "demonstration" effect of tourist consumption 

can have a negative i mpact on is land com m u nities ,  especial ly the  youth. 

Some tou rist behaviour, mode of dress,  consumpt ion of alcoho l  (and other 

consumer  goods) and at least the appearance of g reater wealth can cause 

dissatisfactio n  and frustration to i ndigenous people and lead to various criminal 

offences. 
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These are some of the  p itfal ls of development and are issues faced by both 

developed and deve lop i n g  countries. Constant m on itori n g  is requ i red and 

constant attention  m u st be paid to minimise these impacts. 

In both the Cook ls lands -aAEi-Fiji , tille-r.e 

the social i mpacts o f  touri sm o n  the local commun ities. Whi le a social and 
.---· - -· 

economic impact study was carried out on  employment and residents' attitudes 

towards tou ri sm i n  the Cook Is lands in the 1 970s (Pryor, 1 98 1  ) ,  no further 

studies have been  imp lemented s ince. The Cook Is lands are in a u nique 

position  because th i s  study established a base l ine agai nst which changes in  

employment and  res idents' attitudes can be measured.  Fu rthe r research 

should be e ncou rage d  in this area. 

Anot h e r  i s s u e  t h at i s  o f  p r ime  impo rtance i s  p rotect i on  of t he  n atu ra l  

envi ro n me nt and t h e  m i n i m isati on  of envi ro n m e ntal i mpacts of tou rism 

development. The tourism industry in most Pacific I slands is  dependent on the 

natural envi ro n me nt .  Tou ri sts visit these is lands s imply to experience their 

beautifu l beaches ,  p risti n e  waters , natu ral wild l ife , and traditional cu ltu res. 

Without these most i mpo rtant and unique envi ro n mental features the tourist 

industry wou ld not exist. 

However, in both the Cook Is lands and Fiji no envi ro nmental guidel ines for the 

tourism industry have been e stablishe.d .  Whi le some effort has been made to 

establish national e nvi ronmental plans, no specific envi ronmental policies for 

tourism deve lopment have been adopted. 
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C CULTURAL FACTORS 

Maintenance and Promotion of Cultural Integrity 

The develop m e nt o f  i nd i g e n o u s  contro l l ed t ou ri s m  act iv i t i e s  can  b e  a 

s ignificant factor  i n  m ai ntai n i ng and promot i ng the cu ltu ral i nteg r ity o f  a 

country. Although  i t  i s  c lai med that tou rism down-g rades cultures ,  i n  many 

i nstances tou ri s m  h as p ro vided opportun it ies for  the accurate d i s p l ay of 

cultures through  c u ltu ra l  centres ,  cu ltu ral performances,  and by p rovid i ng  

markets for traditional arts and  crafts. 

The Fiji Cultural Centre at Pacific Harbour, and the Ka Levu Cultural C entre at 

the Fi j ian R e s o rt a re two examp les  of  cent res  where a rt s ,  c rafts a n d  

handicrafts are so ld  and  whe re cultural d isplays and performances c a n  be 

viewed by tou ri sts. Both these centres employ ethnic Fijians and are i mportant 

sources of i ncome for the vi l lage people. 

The Cook Is lands C u ltu ral Centre on Rarotonga has recently been developed 

by indigenous Cook Is landers ,  providing an important activity for touri sts whe re 

they can observe cu ltural d isplays and performances and sample eth n ic food. 

Again ,  this centre p rovides  e mployment for i ndigenous Cook I slanders ,  and 

provides the tou rism i ndustry with an important activity for tourists. 

In  both countries sig n ificant progress has been achieved in the mainten ance of 

cultural integrity and improvement of cultural ski l ls. The cultural centres i n  both 

countries not on ly provide e nte rtainment and education for visitors, they also· 

encourage i nd igenous  people to have a sense of pride i n  their cu ltu res  and 

traditions. 
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Maintenance and Improvement of Cultural Skllls 

By providi ng opportunities for i ndigenous people to practise  a·nd maintain thei r 

traditiona l  cu ltural ski l ls (such as weaving , carving , danci ng , choreography, 

design of costumes, and m usic composition) and sti l l  earn an income ,  tou rism 

is contributing to the maintenance and improvement of cultural ski l ls .  

I n  both Fiji and the Cook I slands, tou rism is  providing significant i ncentives to 

the i ndigenous peoples to maintain their cultures. By doing th is ,  the cu ltural 

costs of touri sm are minimised. 

Howeve r, t he  impacts of tou rism and business deve lopment  o n  t raditional 

cultures must be monitored. Whi le both countries recognise the importance of 

maintai n i ng  cu ltu ral i nteg rity and improvi ng cultu ral ski l l s ,  litt l e  research is 

actually being sponsored to dete rmine  exactly what these impacts are, and 

how they can be min imised.  One important area is promotion of the use of 

local languages in the tourism industry. 

D POLITICAL FACTORS 

As mentioned earl ier, one of the important national development o bjectives for 

al l  i sland cou ntries is the reversal or minimisation  of rural/urban d rift. As the 

ma in  tow n s  and  ce ntre s h ave d eve l oped i n cre a s e d  e m p l oy m e nt and 

educational opportunities ,  the movement of people from the ru ral or vi l lage 

areas to t h e  u rban  ce ntre s has b e e n  a m aj o r  c a u s e  o f  c o nce r n  for 

g overn m e nts.  Large i ncreases irr popu lations  in the u rban centres have 

stressed the housing ,  medical , and educational faci lities  i n  these centres, while 

the l oss  of people with ski l l s  from the ru ral o r  vi l lage areas has caused a 

vacuum in  vi l lage communities. 
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Overcrowdi ng i n  t h e  towns also leads t o  hous i ng  p rob lems , a n d  l ack of 

parental and t rad it i o n a l vi l lage contro l s  ove r  y o ut h .  Th is  breakdown i n  

traditional social systems leads to i ncreased crime ,  alcohol abuse and general 

disorientation  and loss of identity of the youth. 

Rural/Urban Drift 

As tourism faci lities and attractions are usually located i n  more rural areas, the 

employment and other  social opportunities provided by tourism can be a major 

factor i n  convi nci n g  you ng people to stay i n  ru ra l  commun itie s ,  t h e reby 

reducing ruraVurban d ri ft. By providing people with jobs and i ncome,  tou rism 

can be v iewed as a n  e ffective way o f  k e e p i n g  peop le  i n  t h e i r  h o m e  

communities. 

In the Cook Islands the tourism industry has certainly made a contribution to 

the reduction of out-migration  of Cook islanders to New Zealand ,  although the 

eo nomic recession  in New Zealand has also been a major factor. The tou rism 

industry has provided people with jobs and in many cases the i ndustry is able 

to pay people at levels comparable with New Zealand. 

Recently there are even some instances where Cook Islanders l iving in New 

Zealand have retu rned to l ive in Rarotonga and have secured employment in 

the tourism industry. 

However, migrati on  fro m  the oute r islands to Rarotonga (and often to New 

Zealand) is a major issue. Apart from the is land of Aitutaki (where a smal l  but 

g rowing tourism i ndustry exists) there is very litt le tqurism development i n  the 

o uter i s lands. Th is  can be attributed to the  fact that basic i nfrastructu re 

development (electric  power, wate r, communications) has not occurred. As 

th is  happens ,  more tou rism development can b e  expected and leve ls  of 

migration are likely to decrease. 
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� I n  F i j i  t h e re i s  a m aj o r  r u ral/u rb a n  d ri ft p rob l e m .  H oweve r ,  t o u ri s m  

development i s  playi ng a major role i n  keeping some people i n  the ru ral areas 

and neighbour  is lands where most of the major hotels and resorts are situated. 

The deve lopm e nt of i ndigenous bus iness also reduces the ru ral/u rban d rift 

prob lem by p ro vid i ng  i ncome fo r i nd i g e n o u s  p e o p l e  w it h i n  t h e i r  own 

community. 

Equitable Distribution of Economic Benefits 

Another major pol itical factor is the equitable distribution  of economic benefits. 

Tourism provides a rather unique opportunity to equitably distribute eco nomic 

benefits because it employs a lot of local people (many of them women)  who 

probably had l i m ited job ski l ls before they joined the tourism i ndustry. Most 

tourism industry activities provide on-the-job train ing which is also a benefit to 

unski l led worke rs. 

Also , the deve lopment of more i ndigenous business obviously p rovides for a 

more equitable distribution of economic benefits. 

I n  both the Cook Islands and Fiji it is clear that the development of tou rism has 

contributed to a more equitable distribution of economic benefits. I n  the Cook 

Is lands the  d eve lopment of i ndig e n ous entrepre n e u rs i n  tou ri s m  re lated 

businesses has been successful and has also had a significant impact on the 

equitable distribution of benefits. 

In Fiji , however, the deve lopment of i ndigenous entrepreneurs and business i n  

the tou rism sector has not been successfu l and this has contributed to some of 

the country's pol itical problems. 
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The business sector i s  sti l l dominated by Fiji - I ndian busi ness people and the
· 

participation of i ndigeno u s  Fij ians i n  business has not i ncreased significantly. 

The econo�ic benefits of tou rism and business development have therefore 

not been equitably dist rib uted and the i ndigenous Fij ians are feeling left out 

and disadvantaged. This was one  of the basic reasons  for the coups of 1 987. f 

Maintenance of Political Stability 

One of the most important political objectives (perhaps the most important) i n  

the development o f  tou ri sm a n d  i ndigenous bus iness i s  the maintenance of 

political stabi lity. 

Most Pacific Is land Governments at this time i n  history ascribe to the western 

principles of democracy. However, some Pacific Island countries are finding it 

difficult to adhere to these western principles of democracy because there is 

inherent conflict with t radit ional  structu res. For example ,  i n  Western Samoa, 

since independence i n  1 962 ,  o nly matai (traditional chiefs) have been able to 

vote i n  e lections. 

This has meant that on ly one quarter of the entire population  could vote . The 

abse nce of u n ive rsa l  s uf f ra g e  has  been i n  d i rect conf l ict with weste rn 

de f i n i t i o n s  of d e m o c racy , y e t  Western S a m o a  c o n s i d e rs i tse l f  to be 

"democratic" . Th is  i s  about to change as a resu lt of a referendum i n  1 990 ,  

when the majority of Samoans voted for universal suffrage .  

In addition,  only matai are ab le  to s,tand· as political candidates in  parliamentary 

elections. There are no p lans to change this special qualification  for political 

candidates. 
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· Also, i n  Tonga, where (except for 7 seats representing commoners) only the 

nobles can stand for e lect ion ,  there is i ncreas ing p ressure to change this 

system which has been regarded by Tongan leaders as "democratic". 

I n  Fiji , where a d emocratically e lected Parliament survived for 1 7  years after 

i ndepe nde nce i n  1 970 , a democratical ly e lected g overn ment (which was 

dominated by Fij i - Indians) was overthrown by a pol it ical coup i n  1 987 led by 

. i ndigenous Fij ians. As mentioned earl ier, i ndigenous Fijians' d issatisfaction 

with thei r economic role and the ir  pol itical role drove them to this desperate 

so luti o n ,  t he reby causi ng a level  of  po l it ical i n stabi l ity that h as not been 

experienced i n  the Pacific Is lands since World War 1 1 . In 1 990,  the Interim 

Government put in place by the leaders of the coups promulgated a new, post­

coups Constitution  for the Republic of Fiji which replaces the 1 970 constitution. 

The new Constitut ion is weighted in favour  of the ind ige nous Fijians, giving 

them po l it ical and customary guarantees that were not present in the 1 970 

constitution with which Fiji gained independence from B ritain .  

The  new Constitut ion has d rawn seve re criticism from some countries. The 

I n d i an g o ve rn m e nt v i e w s  t h e  n e w  co n st i t u t i o n  as o n e  d e s i g n e d  to  

disadvantage Fiji - Indians, who make up  just under half o f  Fiji 's population . At 

the U nited Nations  General Assembly in  New York ,  I ndia's Foreign Minister 

stated : 
\ 

Whi le racism is on  the retreat in  South Africa, i n  Fij i , a constitution has 

been · i mposed which i nstitut ional ises racial discrimination . . . . . . .  the Suva 

reg i m e  f louts i nte rnat ional ly accepted pr i nci p l e s  of democracy and 

human rights. Its undemocratic and racially d iscri mi natory po licies are 

unacceptable  (Gujral , 1 990, p. 1 4). 



3 6 8  

I n  addition Austral ia's Fo re ig n Min ister Senator Gareth Evans stated at the 

United Nations that Australia was 

deeply disappointed at t he  backward steps that occurred in  Fij i .  The new 

const i tut i o n  is a w e l c o m e  retu rn to representat ive c o n st i tu t i o nal  

government ,  but it i s  con s idered to be bui ldi ng new and far- reachi ng  

racially di scri m i n at o ry. p ri ncip les  into the Fij i pol itical system (Evans, 

1 990, p . 1 4) . 

I ndigenous Fijians and othe rs view the Fijian political situation as a question of 

indigenous rights. Although a general election has not yet been scheduled it is 

bound to be a most difficu lt e lection .  Only time and strong leadership wi l l  d raw 

Fiji out of this very difficult peri od of pol itical i nstability. lt is apparent that the 

Fi j i  Govern ment has n ot s ucceeded in ach ievi ng the pol itical object ive of 

maintaining political stabi lity. 

The Cook I s lands, on t h e  o t he r  h and ,  have e njoyed at least a decade o f  

po lit ical stabi l i ty and ,  as  a res u lt ,  have been ab le  to  ach ieve s ign i f icant 

economic progress. 

There has been little growth i n  per capita GDP in Fiji i n  recent years, with litt le 
I 

g rowth unti l 1 986 , and a s ig n i fi cant decline of 3 per cent i n  1 987. By 1 989 , 

GDP made a recovery o f  a pprox imately 6 per cent th rough an increase i n  

tourism,  a good sugar year  a n d  establishment o f  a garment manufactu ri ng 

industry in  tax free zones (Centre for Development Studies, Australia Natio nal 

University, 1 990 p . 1 3) . 

I n  comparison ,  i n  the Cook I s lands for the period 1 982 to 1 986, per capita 

GDP i ncreased by more t h a n  9 pe r  cent per year (Cook Islands Stat ist ics 

Office and Asian Deve lop m e nt Bank, 1 990) .  Although 1 990 figures are not 

year available, it is estimated that this growth ha level led off in  the latter part of 
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the 1 980s. 

lt is clear from this analysis that political stabi l ity is an important element for the 

growth and development of tourism. Th is has bee n recently demonstrated i n  

the case o f  Fij i ,  where i nternal political turmo i l  seriously disrupted the tourism 

industry i n  1 987 and 1 988. The Government has made concerted efforts to re­

establish political stabil ity over the last two years , and as a result the tourism 

industry is agai n enjoying significant g rowth. 

Th is  chapte r  has prese nted a d iscu ss i o n  a n d  com parative analysis of 

indigenous e ntrepreneurship and tourism development in the Cook Islands and 

Fiji , u si ng a mode l  which has deve loped as a f ramework to analyse ideal 

tou rism development strategies. The mode l analysed the issues, taking i nto 

account the relevant economic, socia l ,  cultural and political factors. 

/ 



3 7 0  

CHAPTER 1 3  

EVALUATION O F  G OVERNMENT POLICIES AND R ECOMMEN DATIONS 

In Chapte r  1 2  a mode l  was p resented for the d iscu ssion  and comparative 

analysis of i ndigenous e ntrepeneurship and tourism -deve lopment in the Cook 

Islands and Fij i . 

lt is anticipated that th is model wi l l  be used by planners and decision makers to 

assist them i n  the evaluat ion and monitori ng of tourism deve lopment and the 

ro le of i nd igenous e ntrepre neurs in that development. 

I f  tourism is expected to provide maximum benefits to the resident population 

of any Pacif ic I s l a n d  cou nt ry , t h e n  it must be deve loped i n  a synerg istic 

manner ,  taking  i nto accou nt the fou r  important factors identified in the mode l .  

Ideal tourism deve lopment st rateg ies wou ld include a balanced approach to 

deve lopme nt ,  taki n g  i nto accou nt the  dynamics of t he  ec"o n o mic ,  social , 

cu ltu ral and po litical factors. 

The i nte ract ion of these facto rs can e ither make o r  b reak a tourism industry. 

Fo r e xa mp l e ,  i f  t he  eco nomic be nefits are conside red sat isfactory but the 

soci a l ,  cu l tu ral and po l i t ical  i ssues are not sat i sfactory ,  major  social and 

political upheavals wi l l  occur and the tourism industry wi l l  suffe r. 

Thi s was the ·outcome of the pol itical developments i n  Fiji i n  1 987. Not on ly did 

the tou rism i ndustry come to a vi rtual standsti l l  immediate ly after the coups, but 

hangove r e ffects  are q u it e  l ong - last i ng .  Ove r two years late r Fij i  i s  sti l l  

cons idered by s o m e  in  t h e  market p lace to be a pol itica l ly unstable country 

with an e lement of dange r. 
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Althoug h visito rs a re retu rn ing to Fi j i  i n  large numbers (with a n nua l  v is itor 

arrivals of appro xi mate ly 256 ,000 i n  March 1 990) , the impact of the  po litical 

upheaval wi l l  be fe lt for  some t ime to come. There are sti l l  some people who 

be l ieve that it is possib l e  that another  coup wi l l  occu r. The re wi l l  certai n ly 

conti nue to be doubts about the  pol it ical stabi l ity of F ij i , especia l ly  w ith the 

prospect of a general e lectio n  based on a racially discriminatory constitution .  

Generally speaki ng , gove rnment pol icies i n  Fiji and the Cook Is lands ,  both for 

to u ri s m  d ev e l o p m e nt a n d  f o r  i n c re as i n g  t h e  n u m b e r o f  i n d i g e n o u s  

entrepreneurs i n  the  tou rism sector, have been we l l  deve loped. Considerable 

thought and p l an n i n g  h as resu lted i n  t he  estab l i shme nt of po l i ci es  which 

attempt to address the important economic issues of tourism deve lopment and 

i ndigenous e ntrep reneurs .  

As  a resu lt the tou ri sm i ndustries i n  Fij i  and the  Cook I s lands are two o f  the 

most successfu l industri es in the South Paci fic Island region .  Fij i , with a large 

tou rism i ndustry ,  l eads the  reg ion  i n  tou rism developm e nt ,  w h i l e  t he  Cook 

Is lands is v iewed by most as a good
. 

example of tourism deve l opment in a 

smal l  is land state . 

/ 

While these po l icies  g o  a long way towards providi ng a sound f ramework for 

tou ri sm deve l o p m ent ,  t h e re are some issues that need to b e  addressed 

fu rther. In som e  cases the governments of these two countries  have adopted 

po l ic ies wh ich  ad h e re to t he  mod e l ,  but the gove rnme nts  h ave  fa i led tc:i 

imp lement the po l icies .  . 

The fol lowing analysis po i nts out some of the shortcomings of exist ing policies 

and provides som e  suggestions for improvements. General recommendations 

for both t h e  C o o k  I s l a n d s  and  F i j i  f o r  t he  deve l opment of tou ri s m  and 

deve lopment of i nd igenous  entrepre neurs wi l l  be presented f i rst. 
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These are fol lowed, i n  some i nstances , by specific recommendations for each 

country, which wi l l  be dealt with separate ly. 

A DEVELOPMENT O F  TOURISM 

For both Fiji and the Cook Is lands tou rism development needs monitori ng ,  and 

reviews and evaluations  are necessary to address the fol lowing issues: 

t h e re is a n e e d · f o r p o l i cy make rs to add ress  the qu est i on of t he  

opportunity costs o f  the g overnment al locati ng scarce public funds to  the 

tou rism sector; 

the re is a need to rai se  the  leve l of pub lic awareness of the nature of 

tou rism and its s ig n if icance i n  the economic development of the of the 

country ;  

the re is  a need fo r  t rai n i ng p rog rammes to p repare local residents for 

managerial pos itio n s  withi n the tou rist industry 

i ncreased reg i o n al cooperative marketi ng st rategy and improved ai r 

access to each country wi l l  assist i n  successful promotion and marketing .  

Economic Factors 

Foreign Exchange Leakages :  

Although both the Cook Is lands and Fiji are abundantly aware of the problem 

of fore ig n exchan g e  l eakag e s ,  n e it her  co unt ry has deve loped adequate 

pol icies to deal with this issue .  
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There is even some d isag reement about the level of leakages. For instance, 

the Fij i Government e stim ated that about two-thirds of the gross receipts from 

the tou ri st i ndustry eventual ly f lows out of Fiji (Fiji Government, 1 985) ,  whi le 

another  sou rce e st im ates  a 75  per cent leakage rate (Dwyer, 1 986) . I n  the 

case of the Cook I s land s ,  t h e  leakage rate i s  estimated to be 55 per cent 

(Cook Is lands Touri st Autho rity, 1 990) .  

This demonstrates  a real need fo r re liable col lection and analysis of re levant 

statistics through a n nua l  v is ito r expend iture su rveys and reviews of foreign 

exchange outflows. lt i s  recomme nded that both countries undertake regu lar 

i n-depth analysis of visitor expenditu res and fore ign exchange leakages. 

There is a also a need to  review proposed new tourism developments carefu lly 

to ensure that there is  a lesser deg ree of foreign ownership and control i n  the 

tourism i ndustry .  

Both the  Cook I s lands  and F i j i  n eed to  stre ngthen  l i nkages between the 

tou rism sector and othe r  producing sectors of the economy. 

Tou rism Employme nt :  

Although tou ri sm i s  p rovid i ng  a s ig nificant number o f  jobs i n  both countries ,  

there i s  a need fo r h u m a n  resource plann ing to dete rmine the ski l l  l eve ls  

needed for e m p loym e nt o f  i nd ige nous  people at a l l  leve ls  of the  tou rism 

industry .  

For i n stance , both Fi j i  and  the  Cook Is lands are lacki ng in the  numbe rs o f  

i nd igenous  p e o p l e  i n  m an ag e ria l  posit i ons i n  the  acco mmodati o n .  The  

numbers o f  i ndigenous Cook Islanders at the managerial level is approximately 

5, whi le Fiji has on ly o n e  i ndige nous Fijian at managerial leve l i n  major hote ls. 
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Also , the major new reso rt  developments proposed fo r Fiji over the next five 

years ,  wi l l  create a g reat demand on  the avai lable human resources. 

l t  is recom mended that both countries deve lop  detai led p lans for h u man 

resource needs i n  the tou ri sm i ndustry over the next decade .  The numbers 

and types of jobs must be identified , and train i ng for these posit ions m ust be 

provided to ensure that the i ndigenous people wi l l  have the neccesary ski l ls  for 

managerial positions. 

Contribution to GDP:  

I n  both countries ,  tou rism 's  contributio n to GDP is significant , approximately 

1 3 .5  per  cent in Fiji and 20 per  cent in the Cook Is lands. This makes both 

countries highly vu lnerable to any instability i n  tourism numbers. 

This was painful ly evident in  Fiji when numbers p lumetted after the coups,  and 

the Cook Is lands economy experienced so me hard t imes in 1 988/89 when 

visitor growth fel l .  

l t  is therefore recommended that both countries constantly mon ito r the tourism 

industry and conti nue  to deve lop othe r economic s ectors to d ive rsify the ir  

economies. 
. . / -� - ' 

Li nkages with Other Economic Sectors : 

lt is recommended that both countries undertake research to clearly determine 

how various inter-industry l inkages can be strengthened. This wi l l  provide the 

basis for the design of appropriate po licies which wi l l  strengthen  and maintain 

inter-industry l inkages. For example the production of agricultural products for 

hote ls ,  the supply of fresh fish for restau rants and the  marketi ng of local ly 

produced clothing would strengthen inter-i ndustry l inkages. 
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Social Factors 

lt is recommended that both countries sponsor research to monitor the social 

impacts of tourism on local communities. This research should be repeated at 

regular 3 to 5 year i ntervals i n  o rder to monitor social concerns.  

In  addition ,  the re is a need for both countries to develop pol icies deal ing with 

the social issues associated with tourism. 

lt is also recommended that b oth countries deve lop e nvi ronme ntal guidel ines 

and policies for tourism deve lopment. 

Both t he  socia l  and  e nvi ro n m e ntal  po l ic ies wi l l  ass ist d ecis ion  makers i n  

reviewi ng p lans for any new d evelopment i n  each of t h e  cou ntries ,  and wi l l  

provide guide l ines for deve lopment .  

Cultural Factors 

In  the area of maintenance of cu ltural ski lls and cu ltu ral i ntegrity , both the Cook 

Is lands and Fiji need to deve lop cu ltural policies and gu idel ines for the tourism 

indust ry .  By setti ng gu ide l i nes ,  i t  wi l l  then be poss ib le  to mon ito r cu ltu ral 

impacts. 

There is a lso a need  fo r  res earch i nto the existi ng  i mpacts of  tourism on 

cu ltu ral deve lopment in o rde r  to imp lement prog rammes to m in i mise these 

impacts. 
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Political Factors 

By providi ng employment opportun ities i n  ru ral areas, tourism is contributing to 

the demographic stabi l isation of ru ral com m u nities .  A lthough Fiji sti l l  has a 

m ajo r  r u ral/u rban  drift p rob l e m ,  t o u ri s m  d e ve lo p m e nt h as n eve rt h e less  

reduced some o f  this migration.  Research on these issues is required i n  o rder 

to monito r population migration. The Cook Is lands need to monitor popu lation 

movements from the outer islands to Rarotonga and New Zealand. 

In both countries  it is  recommended that p roposals for new deve lopment be 

reviewed in l ight of thei r capacity to reduce rural/u rban drift. 

The equitable distribution of economic benefits of tou rism is  also an issue that 

requi res research and monitoring .  This study i ndicates that the Cook I s lands 

have been  m o re successfu l i n  e n s u ri ng a m o re equ itab l e  d istr i buti o n  of 

economic benefits . However, it is recommended that Fiji develop pol icies and 

prog ram mes that wi l l  achieve a more equitable dist ri bution of benefits. 

Need less to say , the ove ra l l  ob ject ive of a l l  t hese  po l ic ies is to m ai ntai n 

political stabi l ity i n  each of the countries. 

8 DEVELOPMENT OF INDIGENOUS ENTREPREN EURS 

Government Coordination for Indigenous Business 

I n  both countries  the re i s  a need fo r a cohesive and i nteg rated approach to 

encouraging ind igenous e ntrepre neurship. 
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There is a need for  bcith the. Cook Is lands and Fiji g overnments to develop 

clear policies and strategies to create a more conducive cl imate for i nd igenous 

people to enter the com me rcial sector and especial ly opportunities p rovided by 

the tourism industry. 

lt is recommended that both g overnments identify project opportunitie s  within 

the tourism industry (and re lated i ndustries)  fo r deve lopment .  Th i s  shou ld  

i nclude both primary and secondary tourism activities. 

Both governments need to monitor i nvestment in these sectors to ensure that 

vertical integ ration of tou ri sm resou rces by foreign owned companies does not 

occu r. Japanese i nvesto rs often permeate the whole i ndustry , i nc luding the 

secondary activities.  This  causes problems when the foreig n i nvestor owns 

the hotels, tour buses , g ift shops , and even restaurants. The Japanese even 

sel l  vouchers i n  Japan for these services so that thei r tourists wi l l  n ot have to 

spend money i n  the host country .  Examples of th is can be fou nd i n  Hawai i ,  

N ew Zea land and A u st ra l i a  w h e re J apanese i n ve st m e nt i s  s i g n i f icant .  

Although the Japanese h ave shown no i nterest in i nvestme nt in t h e  Cook 

Is lands, they have become the s i ngle largest investor i n  tourism in  Fij i .  

In  o rde r  to ach i eve an i nt e g rated app ro ach to e ncou rag i n g  i n d i ge nous  

part ic ipat ion  i n  tou ri s m  d e v e l o p m e nt ,  i t  i s  sugg ested that e ach  c o u nt ry 

establ ish an agency which wi l l  act as the central monitori ng  and coord inating 

u n i t  wi th i n  g ov e rn m e nt .  T h i s  ag e ncy wou ld i deal ly be ab l e  to  p rovide 

development finance, busi ness advice and counsel l i ng , marketing advice , and 

education and trai n ing .  l t  wou ld also be able to develop appropri ate i ncentive . 

schemes to encourage i ndividual i ndigenous entrepreneurs. 
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There is also a need for the establ ishm e nt of a regional centre for business 

deve lopment .  Such a centre cou ld p rov ide a resource base , des ign and 

conduct busi n ess t ra in ing p rogrammes th roughout the  reg io n ,  and p rovide 

i nternational coordination of reg ional business development. 

Provision of Finance and Credit Facilities 

The P IDP study reveals that most e ntre p re n eu rs i n  the Pacific Islands start 

their  businesses with small capital i nvestments. Most e nt repreneurs (61 per 

cent) do not i nitially borrow money from fi nancial institutions ,  but start up thei r 

busi nesses through self-fi nancing  from s avings (Table 1 3. 1  ) .  These savings 

include not only the owners' savi ngs and those of immediate fami ly members ,  

but also savings from some overseas fami ly members. 

There are basically two reasons for these low levels of capital I nvestment. The 

fi rst is insufficient access to outside sources of finance , and the second is the 

fai lure of the e ntrepreneurs the mselves to  take ful l  advantage of the available 

fi nancial institutions who provide credit. 

Most Pacifi c Is land count ri e s  (except fo r Fi j i )  have u ndeve loped capital 

market s .  Th e e x i st i n g  fac i l i t i e s  i n  t h e  fo rma l  cap i ta l  m arket a re the  

development bank, a few commercial banks ( i n  some cases l ike Tonga, only 

one) ,  post office savi ngs banks , and,  i n  a few cases,  a provident o r  pension 

fund (e .g .  Fiji ) .  The lack of a well developed formal capital market is probably 

the most important factor in explai n i ng the high dependence on se lf-finance. 

However, another  s ign ificant factor l imit i ng  access to outside f inance is the 

lack of expert ise i n  p repari ng and subm itti ng  loan p ro posals. Part of the 

problem is ignorance of what is  requi red by the formal fi nancial i nstitutions,  and 

sometimes there is conflicti ng advice from supporti ng agencies. 
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Table 1 3. 1  

Main Sources of  Start-Up Finance For  Selected Countries 
Per Cent 

Finance for Indigenous Business 

Cook Islands Marshal l  Western 
(Rarotonga) Fiji Islands Samoa Tonga 

Self-finance/ 
owner's savings 61 61 67 78a 63b 

Commercial 
bank loan 25c 3 1 1  9 

Development 
bank loan Se 36 4 8d 

Combination-
all or some of  6 1 1  28e 

some of above 
Other 7f 1 4  

Total 1 00 1 00 1 00 1 00 1 00 

SOURCES: For the Cook is lands ,  see Fai rbai rn with Pearson ( 1 987 :39) ; for Fiji , see 
Hai ley 

( 1 986 : 1  05) .  

( 1 985 :68) ; fo r Mars hal l  is lands ,  see Carro l l  ( 1 986:1 06) ; for  Tong a, see 
Ritterbush ( 1 986 : 1 1 0) ;  for  Western Samoa, see C rou let and Sio 

a Appl ies to self-finance as a primary or  principal sou rce of funds. 

b I ncludes a smal l  e lement of bank f inance. 

c I ncludes some se lf-f inance 

d This f igu re applies to both commercial and development bank loans .  

e Major share from bank and other  outside sou rces. 

f Appl ies to "no response" cases. 
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A third constrai nt l imiting access to finance i s  the lending policies and practices 

of the formal financial institutions,  especially trading banks .  These institutions 

usual ly fo l low e stabl ished ru les regard ing priority lend ing areas, acceptable 

co l late ra l ,  m i ni m u m  loan s ize , and i ntere st rate charg es .  U sually, these 

policies discrim inate against small businesses. These stringent bank lending 

practices often d iscourage i nd igenous e ntrepre neurs from even applying for 

credit. 

Most i nd ige nous  e ntre p re n e u rs lack su itable assets t hat can be used as 

co l late ra l  to secu re a loan f ro m  a formal  l end ing  i n st itut ion .  I nadequate 

secu rity and lack of credit rati ng are disincentives to banks to lend money. 

In the case of women ,  there are also legal constraints. In one instance (Fiji ) ,  

women do not enjoy full citizenship status. Also , unl ike most of the deve loped 

world , there i s  no  legis latio n which prevents institutions  from discriminati"on 

based on sex. In most Pacific _ ls land countries, if a women applies for a loan , 

she is i nvariably asked for a eo-signature from her husband or father before a 

loan is g ranted. 

I n  some countries  i nformal credit networks exist .  In Fij i  the i nformal credit 

syst e m  is m o st evide nt  a m o n g st t h e  I nd ian  co m m u n ity .  The  Gu ju rati 

businessmen provide credit at h igh i nterest rates. 

Other  opportunities for divers ificati on  of credit faci lities  i nclude cooperative 

credit u n i ons ,  s avi ngs and loan societ i e s ,  f in ance companies,  i ndividual 

money lenders and solidarity g roups. 
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Provision of Training and Education 

There is general concensus that if i nd igenous e ntrepreneurs are to f lourish in 

the Pacific Islands,  there is an important need for t rain ing and education .  

Early business awareness prog rammes are needed at the primary school level 

to create an e nvi ro n men t  w h e re ch i l d re n  are aware of the importance of 

business and the oppo rtunities for future e mployment. These early awareness 

prog rammes can a lso be d eve loped fo r secondary level education .  At this 

level, practical subjects that wi l l  g ive young people business ski l ls  should be 

taught. These subjects wou ld  i nc lude reco rd keepi ng ,  budgeti n g ,  forward 

planning ,  prici ng and i nventory plan ni ng ,  and basic management ski l ls. 

In addition to provid ing you ng people with management and technical ski l ls, 

the teaching of business ski l ls at schoo l  wi l l insti l l business attitudes and ethics 

in them. 

Some stude nts wi l l  want to go further  to the tertiary leve l for more busi ness 

education .  This is avai lable at the U niversity of the South Pacific (USP) in Fiji , 

some courses through the USP's  Extension Centres, and at other un iversities 

in the region in Australia, New Zealand, Hawai i ,  Canada and the U .S.A. 

Some  Pac i f ic  I s l a nd e rs m ay want  to  c o m p l ete  a Maste rs of Bus i ness 

Administration .  Efforts shou ld  be made to  provide opportunities for business 

people to pu rsue an  Executive MBA, perhaps through distance education .  

I n  addition  to  t he  fo rmal  fo rms o f  b u si ness educati o n ,  there i s  a need for 

i nfo rmal trai n i ng  t h ro u g h  sem i nars and  workshops.  The idea of a Pacific 

Is lands Regiona l  Bus i ness  T rai n i n g  C entre shou ld be i nvestig ated. This 

Business Train ing Centre could provide :  
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pol icy and p rogramme plann ing for i ndigenous e ntrepreneurship at the 

regional and national levels ;  

deve lopment of  res o u rce m aterials and schoo l  curricu la fo r practical 

traini ng in all aspects of business management and administration ; 

development of a resource centre with a collect ion of printed and audio­

visual materials for use by trai ners ;  

trai ning for i ndigenous entrepreneurs through the  planning,  o rganisation ,  

a nd i mp lementatio n  of p ractical conferences , workshops and seminars 

for business deve lopment. 

Promotion of Indigenous Women Entrepreneurs 

lt is  clear that Pacific Is land women have an important role  to play i n  business 

and e ntrepreneurial deve lopment i n  thei r commu nities .  Setti ng up  a smal l  

busi ness enables wom e n  to become econom ically active whi le conti nu ing · i n  

t h e i r  ro les as wives and  mothers .  I f  women  can b e  mobi l ised to  se t  u p  

bus i nesses and make th e m  fi nancially successfu l ,  household i nco mes wi l l  

i ncrease , more serv ices wi l l  be p rovided , more taxes wi l l  be generated, and 

national economic development as a whole wi l l  be enhanced. · 

I n  o rd e r  to ach i eve t h i s ,  s pec ia l  i ncent ive s and  p ro g ra m m e s  m u st be 

deve loped for wo m e n .  P acif ic women h ave traditi o na l ly not b e e n  g ive n  

opportunities for special ised education and train ing and there i s  a need now to 

p rovid e  them with these  opportu nit ies .  Aff i rmative action  programmes for 

special train ing of women in busi ness are needed. 

Both the  Cook I s lands and  Fij i  Governments need to recognise the ro le  of 

wom e n . in the deve lopment of national economies .  lt is recommended that 

both g overnments adopt po l icies that wi l l ensure that the role of women i n  

econom ic development and busi ness development w i l l  be a major  feature of 

future deve lopment plans. 
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There i s  also a n eed to revi ew leg is lation  to e nsure that any discrimination 

agai nst women is e liminated. lt is  also recommended that financial institutions 

be made aware that equal access to credit for women is necessary. 

I n  the  Cook I s lands there is n o  l eg i s lated  d iscrim inat ion agai nst women , 

however, women are not fu lly aware of the ir  rights. Women are also not fu lly 

aware of the opportunities for credit that can be made avai lable to them ,  and 

need special train ing to help them prepare submissions for credit. 

I n  Fiji , women are discriminated against in terms of citizenship. The new Draft 

Constitution (as in  the 1 970 Constitution) does not entitle expatriate husbands 

of Fiji women citizens to aqu i re Fij i citizensh ip .  The Constitutional Review 

Committee concluded that : 

The Com mittee accepts that Fiji i s  a patriarchial society. As such, the 

Committee also recognises the discrim intory manner in which citizenship 

is g ranted to expatriate  m e n  w h o  are marri ed  to Fij i citi zens  (Fij i  

Government,  1 989) .  

This statement is i n  di rect confl ict with t he  policy objective stated in  t he  latest 

Deve lopment Plan . This states that: 

There is a conti nu i ng need to review laws which discri minate against 

women  or  do not adequately support their n eeds. Furthermore ,  g reater 

. part ici pati o n  by wo m e n  i n  decis i on  and po l icy maki ng bodies  at the 

national level needs to be encouraged (Fiji Government, 1 985). 
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This i s  an  instance where appr-opriate government pol icy exists but i s  not being 

implem e nted. Admitted ly this po licy was adopted by a previous government 

and the  present I nteri m  Government may not be committed to adhering to this 

objective. 

However, i t  i s  recommended that Fij i  adopt and implement policies concerni ng 

women  i n  development which e nsures that women are equal partners i n  the 

nationa l ,  po litical , economic and social deve lopment of the country. 

U nfo rt u n ate l y ,  F i j i  wo m e n  a re a lso not f u l l y aware of t h e i r  ri ghts ,  and 

awaren ess  p rogrammes n eed to be deve loped to improve th is  situation . Fiji 

wom e n  also need affi rmative action programmes to e nable them to become 

more active economically and participate more in the commercial sector. 

Fiji Recommendations 

Reco m m endations  specifical ly fo r Fiji mostly concern the Fij i Development 

Bank. 

Fiji Development Bank (FO B) 

One of t he  major  shortcomings of the FOB is its fai l u re to provide conti nuing 

support and advisory services to clients. Fol low-up advice and supervision are 

inadequ ate , especially for cl ients with smaller loans, who are located in remote 

areas a n d  h ave l i tt le  p r i o r  c o m m e rcial experi e nce .  The  Bank's lack of 

resou rces to cater to the increasing number of loans is the main problem.  
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Also, loan evaluatio n  procedures are long and overly com plicated for most 

i nd igenous Fij ians. The FOB procedures are more detai led than commercial 

banks who are conce rned so le ly with the repayment capabil ity of the client, 

a n d  h ave t ight  secu rity req u i re m ents . FOB is al so concern e d  wi th  the 

developmental e lements of  credit , and therefore is more prepared to lend to a 

p roject of marg inal viabi l ity. Because of its development phi losophy, the Bank 

is wi l l i ng to provide more re laxed terms of credit to c l ients ,  i nclud ing more 

l ibe ral s ecu rity req u i re m e nts ,  and a wi l l i n gn e ss to  reschedu le  accou nts 

experi encing difficu lties (Qarase, 1 988) . 

The F ij i  Deve lopment Bank has been viewed as a "racial" organisation (Hai ley, 

1 987) . "Preferential" f inance is  provided for Fij ians through the Industrial and 

Com me rcial Loans for Fij ians Scheme ( ICLFS) and the  Jo int Venture Loan 

Sch e m e  (JVLS) .  I n  t he  p ast these  sche mes  have co m e  unde r  crit ici sm 

becau s e  t h ey a re rest ri ct ed  to et h n ic  F i j i a n s .  H oweve r ,  t hese  special 

p rog rammes  can a lso looked be upon as affi rmative acti on p rog rammes,  

al lowing ethn ic Fijians to catch up to other groups i n  the com mercial sector. 

The defin ition of "small business" used by the Fijian Development Bank needs 

to be revised. Businesses with an in itial capital out lay of $1 00,000 (or for that 

matter any business over $50 ,000) ,  are not "small" by Pacific standards. lt is 

suggested that the figure of $50 ,000 (or less) be applied to the defin ition .  

General 

There is a need for  more bus iness educatio n  and trai n i ng  fo r a l l  Fij ians to 

e nable them to e nter  the  commercial sector. Basic t rai n i ng i n  beekeeping ,  

marketing ,  i nventory contro l ,  management and administration ,  is needed at all 

levels .  
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There is a need to promote a . g re ate r awareness of business opportunities for 

i ndigenous Fijians and publications  (and even videos) need to be developed to 

assist i n  this awareness prog ramme.  

There i s  also a need for more research i nto the whole question o f  i ndigenous 

entrepreneursh ip .  For i nstance , i n -depth case studies of existi ng successful 

i ndig enous  e nt repre n e u rs n e ed to b e  d eve loped ,  i n  o rd e r  fo r o thers to 

u nderstand how they became s uccessfu l in business. These case studies can 

be used as ro le models for othe r  ethn ic Fij ians. 

l t  is suggested that a specia l  co m m itte e  be set up to advise government on 

specific objectives such as po l icy d eve lopment, program evaluation ,  education 

and t rain ing ,  p rovision of fi nanc ia l  ass istance , and the impact of regu lations 

and legislation on the small bus iness sector. 

Cook Islands Recommendations 

As i n  the  case of Fi j i ,  t he  Cook  I s l ands  can further assist smal l  business 

deve lopment and i ndigenous e nt re p re n e u rs .  The fol lowing ·suggestions fo r 

improvement are recommended. 

Cook Islands Deve lopment Bank (C I D B) 

The CIDB is  p roviding incentives to i ndigenous entrepreneurs with competitive 

i nterest rates and more f lex ib le  te rms  and conditions than the commercial 

banks. The Bank is establ ishi ng a p roject identification facility and improving 

its Business Advisory service i n  1 99 1  t h ro ugh technical assistance from ADB 

and the New Zealand Government. 
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The Bank does not provide s pecial i ncentives for wome n  entrepreneurs and 

few women have approached the Bank for funding . Currently there are on ly 5 

i ndividual women with C IDB loans .  Most women e ntrep reneurs are in  the retail 

secto r and the Bank does n ot cu rrently f inance th is sector. The refore most 

women re ly on the commercial banks for fi nancing.  

Wom e n  in the  ru ral a reas req u i re s pecial atte ntion .  Women  in the outer 

is lands have litt le access to commercial bank fi nancing (i n most is lands there 

i s  n o  com m e rcia l  banki ng  s e rv ice) , and fi nd i t  d iffi cu lt to f i nance i ncome 

g e ne rating p rojects. For  i n stance , women's g roups w h o  want to fi nance a 

stitchcraft p roject (producing beautiful qui lts ,  cushion covers and table cloths) 

cannot  obtai n f i n anci ng to p u rchase the  mate ri al s  and  equ i p m e nt .  l t  i s  

recommended that special conside ration  be  g iven to  p rovidi ng financing for 

women i n  the oute r islands for viable i ncome generating p rojects. This can be 

coo rd inated by the C IDB i n  cooperation  with existing structu res such as the 

National Council of Women .  

The management structure o f  t he  C IDB  needs evaluation .  lt appears that the 

appo intment of the Board of D i rectors is too pol itical , l eadi ng 'to changeovers 

whenever  there are changes i n  government. The ten u re of Board members 

should be longer  term i n  the i nterests of stabi lity . Over t ime these members 

gai n  experience and wi l l  be bette r equipped to deal with issues. I n  the past, 

some  m e mb e rs h ave been  p o l i t ical appoi ntees  with n o  bus i n e ss and /o r 

banki ng background. 

There has not been enough conti nu ity i n  management and staff . at the CIDB.  

Apart f rom short term t raini ng p rovided at the inception of the p roject i n  1 981 , 

no trai n i ng has been p rovided for Cook Islanders to take over management. 
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Apart from some i nitial technical assistance providing a long-term expert i n  the 

role of General Manager by New Zealand aid , the ADS project did not provide 

technical assistance for CIDB's institutional development. More attention must 

be paid to the provision of additional technical assistance to strengthen CIDB's 

accounting and staff t rain ing functions. 

The re is a need to p rovide busi ness manag e me nt ass istance to c l ients to 

e nsure a g reater success rate.  This would mean i mproved monitoring and 

follow-up procedures to identify problem areas at an  early stage by requesting 

quarterly or semi-annual reports. 

lt would be usefu l to evaluate the need for a special Finance Committee. The 

role of this special committee could be to provide more efficient processing of 

app l i cat i o n s ,  e spec ia l l y  t h ose  u nd e r a c e rt ai n  l i m it ,  say $20 ,000 .  l t  is  

suggested that th is  be reviewed and evaluated , and that procedures for such a 

committee be developed. 

The effectiveness of the C IDB po licies can be improved by offeri ng busi ness 

advisory services and promotion of fi nancial packages.  Also , the Bank (and 

other government agencies) needs to provide business training for i ndigenous 

e ntrepreneurs. The project ide nti fication and promotion facility wi l l create a 

g reater awareness of the Bank's potential to assist i nd igenous e ntrepreneurs. 
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APPENDIX I 

Countries and Territories  i n  the Pacific Islands Region 

American Samoa 
Commonwealth of the Northern Marianas 
Cook Is lands 
Easter Island 
Federated States of Micronesia 
Fiji 
French Polynesia 
Guam 
Ki ribati 
Nauru 
Niue 
New Caledonia 
Papua New Guinea 
Palau 
Pitcai rn 
Marshal! Islands 
Solomon Islands 
Tong a 
Tuvalu 
Vanuatu 
Wall is and Futuna 
Western Samoa 
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Unakea Kauvai 
Janice S iu lepa 
Terai McFadzien 
Dr. Rafi i 
Chris Wong 
Dorice Reid 
Linda Gideon 
Louisa Cowan 
Henry Puna 

Andrew Turua 
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COOK ISLANDS: L IST OF PERSONS I NTERVIEWED 

General Manager, C IDB 
Operations Manager, CIDB 
Operations Manager, C IDB 
Economist, CIDB 
Di rector, Cook Islands Tourist Authority 
Marketi ng Manage r, " " " 
Research Officer, " " " 
Womens' Deve lopment Centre 
Secretary , Ministry of Trade,  Labour and 
Transport 
Statistics Department 
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APPENDIX I l l  

FIJ I :  List of  Persons I nterviewed 

Hon.  Berenado Vunibobo 
Mrs.  G.K. Rup 
Sure ndra Sharma 
Fasiu Jone 
Julian Hamilton-Peach 
John Moham med 
Mike Qarikau 
Si l ioi Koroi 
Sala Kunatuba 
Kiti Makasiale 
Mr.V. Wolf 
Emi ly Vulaca 

Ministe r of Trade & Com merce 
Mi nistry of Trade & Commerce 
Fiji Trade & I nvestment Board 
Fiji Visitors Bureau 
Fiji Deve lopment Bank 
Fiji Deve lopment Bank 
Native Land Trust Board 
Native Land Trust Board 
Ministry of Tourism & Civi l Aviation 
Government Handicraft Centre 
Wolf's Boutique 
Wolf's Boutique 
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GUIDELIN ES FOR INTERVIEWS 

ate: 

lame: 

>rganisation:  

"OU RISM 

What are some of the social issues regarding tourism d evelopment that cause 
concern? 

Are exist ing government policies effective i n  deal ing with these: 

What more can be done? 

What impact is tourism having on  cultural i ntegrity? 

Is tou rism making a contribution  to the maintenance and improvement of  
cu ltu ral ski l ls? 

What more can be done? 

What are the economic benefits of  tourism deve lopment? 
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What are the economic costs? 

How does tourism contribute to a more equ itable distribution of wealth and 
other economic ben efits? 

Does tourism provid e  opportunities for small business deve lopment? 

Does tourism provide  opportunities for i ndigenous e ntrepreneurs? 

Does government p rovide effective i ncentives to  promote the g rowth of  
indigenous entrepreneu rs ?  

Do you think the re shou ld be special i ncentives for women e ntrepreneurs?  

What more can be done  to stimu late growth i n  the private secto r? 

What train ing programmes are needed for: 

Tourism development  --
------------------

· Promotion of i ndig e n ous e nt repre neu rs _____________ _ 
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