Copyright is owned by the Author of the thesis. Permission is given for
a copy to be downloaded by an individual for the purpose of research and
private study only. The thesis may not be reproduced elsewhere without
the permission of the Author.



Understanding the experiences of small business
developments: A case study of local business owners
In Choiseul Province, Solomon Islands

A thesis submitted in partial fulfilment of the requirements for the degree
of Master of Management

at Massey University (Manawatu campus) Palmerston North
New Zealand
By

Tozen Leokana

Massey University 2014



Abstract

Using data drawn from interviews with ten Solomon Island business owners, this study
explores the influences and practices that shape the development and operation of small
businesses in this context. The study explains these experiences and influences using the
three dimension of social capital identified by (Nahapiet & Ghoshal, 1998). The study
highlights the influence of family and community in both making business possible and
constraining their development. The study discusses in particular the influence of the wantok

system and practice of kaon on the success of small businesses in this region.



Table of Contents
A DS ACT ceeeeeeeeeeee 1

TADIE OF CONENL.... ... oo ettt e e e e e e e e e e e e e e e e e e e e e e e e e e e e el 2

LISt OF TADIES. ... 5
5 0 S 6
LSt Of APPENAICES. ... ettt e e 6
ACKNOWIBAGEIMENT ...ttt bbb 7
Chapter ONne: INtFOAUCTION............ccooivveesceece s 9
1.1 Overview of the thesis — the experience of business in Solomon Islands.............ccccccooiiiiincnens 9
1.2 Overview Of SOIOMON ISIANGS..........coviiiiiiei e 10
1.2.1 Solomon ISIaNAS 1N CONTEXE........oveiiriiirieiiteireie e 10
1.2.2 Geographical and physiCal TEALUIES ..........ccveiiiiiiiie s 10
1.2.3 Socio-economic and CUltural CONTEXT..........couiiiiiiiiiiie e 12
1.3 Overview of Choiseul Province: Specific location of this research study ............cccooevvvririnenennns 13
1.3.1 Geographical and physical features of ChoiSEUL............ccocvveiiiiicici e 13
1.3.2 Social and cultural context of ChOISEU ..o 15
1.3.3 ECONOMIC QCHIVILY ..ecvieiiiiiciiite sttt ettt s te et e e be s be e e e sbeeneesbeeteesbesneeneesreans 16
1.4 Influences of small businesses to rural communities in Solomon Islands..............ccocoiiiiieiens 17
1.4.1 Social unrest (commonly known as “ethic tenSion™) ..........cceevrivrerenereneieieesese s 18
1.4.2 POSE-SOCIAI UNFEST ...t bbb 19
1.5 Understanding 1 bBring t0 thiS STUAY ........ccuoiiiiiiiiiieeeee e 20
1.6 RESEAICN INMEENMTION. ...ttt bbbttt anes 22
1.7 Significance OF ThiS STUAY ........oiuiiiiriiieieiee bbb 22
1.8 OULIINE OF thiS TESHS .....vvieeeteeei bbb 23
Chapter TWO: LIterature REVIEW .........cco.oovvvecvecveceeseeeeveeesesses s 24
2.1 INEFOTUCTION ...ttt bbbtttk b bbbt e et b et b ben e 24
2.2 DEFINIION OF SMES ..ottt bttt nes 25
2.3 Types of small busiNgsSES AN SIMES ..........coviiiiiiiec e e 26
2.3.1 Family-0WNEd DUSINESSES ........ciuiiuiiiieieieiiee sttt 26
2.3.1.1 Role Of family DUSINESSES ......cciiiiieiiciese et ennee s 27
2.3.2 ComMMUNItY-DASEU DUSINESSES .....c..eviieieiiiiiiiisie sttt 28
2.4 Influence Of SMES 1N CONEEXE ......viiiiiiiiireicieees e 29
2.5 CONLrIDULION OF SIMIES ... bbbttt st 31
2.5.1. Addressing the issue of poverty through job creation and inCOme ............cccccoveveeivieenennenn 32
2.5.2. Economic growth and PerformManCe ...........ccouiiriieiienieieiee st 33



2.5.3. Social and eCONOMIC FESLIUCTUNING ... .cveieeeeeieeeierieeeeee ettt see e see e eeesee e 33

2.6 Influence of cultural faCtors 10 SMES ........ccoiviiiiiiiiiii s 35
2.7 CONSEFAINTS OF SIMES ..o ettt b nn e 37
2.7.1 ACCESS 10 StArt-UP CAPITAL ....vecveeiiieeiie st re e e nre e 38
2.7.2 LaCK OF INFTASIIUCTUIE .......cuiiiiiiiie e 39
2.7.3 Lack of entrepreneurial and management SKillS.............ccooeiiiiiiininee 41
2.8 POLICY ENVITOMENT ......oitiiieiecece e sttt et e st e be e e saeene e tesaeebesteennesreares 42
2.9 ENabling factors fOr SIMES...........oiiiiiiieieee et 43
2.10 Gaps INThE TIEEIATUIE .......e et b e e re e be s reebesreennesreeres 45
2. 11 CONCIUSION ...ttt bbbt b bbb ettt b b nnen s 46
Chapter Three: Methodology ... 48
3L IMEFOUUCTION ...ttt b bbbt b bbbt b et b b enes 48
3.2 QUATIEALIVE TESEAICK ...e.viiie ettt sttt eseeeta et esteeneentesneetesteeneeneeenen 49
KR O LT (010 Y (==Y 1 PSSR 50
3.4 Selection Of PArtICIPANTS........civii et sre et et s beebesbe e e e sreeres 52
3. 5 Methods Of data COBCLION..........ciiiiiiiicc e 55
3.5.1 SeMI-SLrUCTUIEd INTEIVIEWS ......oviiitieiiiieteeeiet ettt 55
3.5.2 Narrative StOry-teIlING .........ccviiiiieiie e 56
B.5.3 IO NMOTES ...t b ettt bbbt 57
3.6 Conducting interviews and tranSCrPION .........c.ooviiiirerinerieieee e 58
3.7 DAt ANAIYSIS ....cviivieiiiiecie ettt b et b e re e besbeer e e teeae e beabeenrenreeres 59
3.7.1 Rationale for using thematiC analYSIS ..........c.ccuoiririririeieie e 60
3.8 EthiCal CONSIARIALIONS .......veuiiiiie ittt ettt 61
3.8.1 Lowe-risk notification to Massey Human Ethics COMMILLEE...........ccvevveveiieie i, 62
3.8.2 Access to InStitutions and PartiCiPANTS ...........cuoerireierieieiese e 62
3.8.3. INFOIMEA CONSENT ...ttt 62
3.8.4. CONTIABNTIANITY ...ttt 63
3.9 Research procedures and refleCtioN ........c.cooiiiiii e e 63
3.10 Reliability and Validity ...........coviiiiiiiiiiiec e 64
31T CONCIUSION <. ettt b et n e et e e r e nn e nnen s 65
Chapter Four: Conceptual Framework ... 67
ot I L1 0o o1 T o SR 67
4.2 SOCIAI CAPITAL ... bbbttt e e 67
4.3 Dimensions Of SOCIAl CAPITAL ...........coiiiiiiee e 70
4.3.1 SrUCTUAL QIMENSION ...ttt bbbttt sb et nn e 70



4.3.2 Relational QIMENSION .....ooeeeeeeeii ettt ettt ettt e et e e e ettt e e e sesa e teeeeesesa e eeeeeeesanarnneees 71

4.3.3 COgNItIVE AIMENSION ....cviiiiiitiiieie sttt este e e sbeese e besae e b e sbeeneeseeereesrennes 72
4.4 What IS the WantoK SYSIEM?........oiiiiiieeiee et 72
4.5 Rationale for using social Capital............ccocoiiiiiiiii i 74
4.6 Conceptualising the concept of social capital to this StUY .........cccevvveiiiiiiiieiice e 76
A7 CONCIUSION ...t bt e et b bt bbb bt e e b et b e b n e n e 78
Chapter FIVE: FINAINGS ......ccoooovriiiiieeisess s 79
5.1 INEFOTUCTION. ...ttt bbb bbbt b et bbb anes 79
5.2 Section A: The partiCIPantS’” CASES .......uuireerrirrereerereeresreeeesre s essesreseesre e sresreesnesresseesnesreeeenresnes 80

D.2. L PBEET . 81

TN Lo o PSP 82

ST B N o) OSSOSO 84

oI 1| ST 85

ST T 11 | F TSPV PP PRTPPTPRPOPR 86

52,8 IMIBEL. ...t E bt nh e e bbb e beenbeenreenrne s 88

5.2.7 TONY tvveoeveoeeeee oo ee e e e s s s st 89

B.2.8 LLUKE ..ttt R R R R b bttt R et b et et ee e e 90

0.2.0 JBITY R R R e e Rt R R R Ee e nenne e 91

52,10 BN ..ttt bt b e Rt et e et bt bt e beenbeenreennne s 92
5.3 Section B: EMErging theMES.........ccviiiiieieieieieie sttt 94

5.3.1 SOCHAI TACTOTS......vieiieit et bbbt 94

5.3.1.1 Family well-being and [IVElIN0O ............ccooiiiiiii s 94
LT 0 2 1ol T o] [T o IR (=0 [0Tor:1 o]0 ) ISR 97
5.3.1.3 Influence of community and CUITUIE ........ccooiiiiiiiieccc e 100
5.3.2 ECONOMIC TACTOTS ......veveiieiiiiiete ettt 105
5.3.2.1 Access to capital and financial SUPPOIt..........ccoueiiiiieiiiiiii e e 106
5.3.2.2 POOr €aSh TIOW SITUBLION ........veiiiiiieiisicciere s 108
5.3.2.3 INTrASIIUCTUIE ...ttt 110
5.3.2.4 Lack of entrepreneurial SKillS...........cooviiiiiiiiiie e 111

5.4 CONCIUSTON ...ttt R R et et b et n e n e n e 114
Chapter SiX: DISCUSSION ............couvviirvieeiiese e 115
6.1 INEFOTUCTION ...ttt ettt ettt b bbbt b bttt b n e 115
6.2 FamMily-0WNEA DUSINESSES .......eiuiiiiiiiiieiieie ettt 116
6.2.1 Purpose of initiating and conducting family BUSINESSES .........cccoeviiieiiiiieeieee e 117
6.2.2 Family resources and OPPOITUNITY ........coveiiiiiiiriie e 118



6.3 COMMUNILY AN CUITUIE. ......ei ettt e st e e e steaneeseeeneeneesneas 119

6.3.1 INFIUENCE OF KAON SYSTEM .....iiieiiii ittt sttt sreens 120
6.4 Influence of ECONOMIC TACTONS. ......couiiiiiiieice e 122
6.4.1 Access to capital and financial SUPPOIt..........cceeveiiiiiiiii i e 123
6.4.2 POOr CaSh TIOW SITUBLION ........oviiiiiiccie s 124
6.4.3 POOT rural INFrASIIUCTUNE .......oiieiice s 126
6.4.4 Lack of entrepreneurial SKillS...........cccooiiiiii i 127
6.5 CONCIUSTON ...ttt b bbb s et e et et e bt b e n e 129
Chapter Seven: Conclusions and Recommendations............cc.ccocoeevoveeiecvierrcecrennenn. 131
7.1 IMEFOTUCTION. ...t e bbb bbb bt b bt n et bbb 131
7.2 Conclusion of the Key FINGINGS ........cooiiiiiii e 131
7.2.1 Lack of access to capital and financial SUPPOIt.........c.coovivveiiiiiie i 133
7.2.2 POOr CaSh TIOW SITUALION .......eviiiiciceeis et 134
T.2.3 INTrASTIUCTUIE ...ttt b bt b e 134
7.2.4 Technical support/entrepreneurial SKillS ...........ccccovviiiiiiii i 135
7.2.5 Family-0WNEd DUSINESS........c.viiiiiieiiieiee s 136
7.2.6 COMMUNILY QN CUITUIE......oiviiiiiii ettt s be et et s be e e re e e e sreanes 136
7.2.7 SOCHIAL CAPITAL ...ttt 137
7.3 RECOMMENUATIONS. ...ttt bbbt et n et b e 137
7.3.1 SOCHAL TACTONS. ...ttt b ettt bbb e 137
7.3.1.1 Family-0WNed DUSINESSES ......ccviiieiieiiieie ettt sttt be et st s re e e 137
7.3.1.2 CommUNILY AN CUTTUE......cviiiiiiicee e 137
7.3.1.3 CUITICUIUM ..ottt bbbt 138
7.3.2 ECONOMIC TACTONS ..ottt ettt 138
7.3.2.1 ACCESS 10 CAPITAL .....cveeeiiiieieteee e 138
7.3.2.2 POOr Cash FIOW SITUBLTION .......cveiiiiieiitce e 138
7.3.2.3 Development of INFraStrUCLUIE ..........cooiiiiiiiieeeee e 138
7.3.2.4 BUSINESS SUPPOIT ...c.viiiiiiiiteeite it ee et e e ste e te e stesta e b e sbeeta e besbeeeesteassesbestaebesreennenreans 139

7.4 Limitation OF the STUOY ..ot 139
7.5 FUINEI TESEAICH ...ttt 141
7.6 CONCIUING COMMEBNTS ...ttt ettt bbbt b ettt b e 141
REFERENGCES ... oottt bbbttt et et e s bt e s ae e e ab e s beenbeenbeesbnenbee s 143

LIST OF TABLES

Table 2.1 Definition of SME by European CommuiSSiON. ...........o.iuiiriieririitariiteiinaearaeanann 25
Table 2.2 Definition of SMEs in Solomon Islands................ccooiiiiiiiiiiiiii e 26



Table 3.1 List of participants and the type of business they operate including

the years Of EXPETICNCES ... .ouueeit ittt et et e eeteie et s seee DO

LIST OF FIGURES
Figure 1.1. Location of Solomon Islands in the South Pacific region......................cooont. 11
Figure 1.2. Map of Solomon Islands and location of Choiseul...............ccoiiiiiiiiiiiniiiiienees 12
Figure 1.3. Map of Choiseul Islands.............oooiiiiiiii e 14

Figure 3.1. Showing women selling local produce from their garden......................ccceceenn.. .54

Figure 3.2. Canoe making-one of the sources of income generating activity

male engaged in to earn cash in Choiseul................ccooviiiiiiiiiiiii e, 54
Figure 3.3. 15 horse powered boat being used to collect data in Choiseul islands...................... 54
Figure 3.4. Local ferry boat serving between Honiara and Western ports to Gizo...................... 54

Figure 3.5. A businessman attending to his family-owned trading business.................ccccccee.ne.. 54
Figure 3.6. Typical business setup operating under the owner’s house..................ccccceeeevrinnnennn. D4

Figure 3.7. A run down community based building usually housed the

COMMUNILY trading DUSINESS. . ...ttt eeaees 54
Figure 5.1. Two broad themes and the key sub-themes identified in the findings ...................... 94
APPENDICES

Appendix 1: Letter to Ministry of Education and Human Resources Development (MEHRD) .... 150
Appendix 2: A Letter to the provincial Education AUthOFItY ... 152
Appendix 3: Letter of Approval from Ministry of Education and Human Resources Development
........................................................................................................................................................ 154
Appendix 4: Participants CONSENT FOIMM ........ccuciiiiic et s be e sae e 155
AppendiX 5: INFOrmMation SNEET...........ccooiiiiiii e 156
Appendix 6: Low Risk Notification Approval LEtLer ...........ccooviiiiieiinineieieeesee e 157
APPENIX 7: INTEIVIEW GUIAR.......ecuiiiii ittt st re st s beera e besreenresee e 158



Acknowledgement
| wish to acknowledge a number of individuals and institutions for their support in

helping me complete this research project.

First, 1 am indebted to my two supervisors, Dr Joanne Bensemann and Associate
Professor, Craig Prichard, who have provided me with advice, support and
encouragement as | pursued my research interest. 1 would also like to thank them for
guiding me in developing a deeper understanding of my research topic. | am thankful and
privileged to have had them as good mentors, who challenged and encouraged me

throughout this research.

Second, | would like to thank the Head of School of Management, Professor Sarah

Leberman, for providing me sufficient time to complete my study.

Third, 1 am indebted to NZAID for giving me a scholarship and the opportunity to
pursue my study at Massey University. | would like to extend my sincere thanks to
Manawatu Campus International Support Staff, the Pacifica Student Services, Sunlou

Liuvaie and Semimani Havea for their advice, encouragement and support.

Fourth, 1 would like to express my heart-felt gratitude to the 10 participants - Peter,
John, Tom, Paul, Nick, Jerry, Matt, Tony, Luke and Ben, who have devoted that time to
be willing to participate in this study and for sharing their experiences and stories.
Furthermore, | would like to thank my brothers, Winter Philip and Tora Lekelalu, and
my uncle, Davita Hakizama, and his son for providing the 15 horse-powered outboard-

motor and the ray boat that we used in traveling to the villages for collecting data.



Fifth, 1 would like to thank the Ministry of Education and Human Resources
Development and the Choiseul Provincial Secretary for granting me permission to

conduct my research.

Sixth, I would like to thank Mr and Mrs Morris Toiraena for their financial help during
my fieldwork. My humble thanks also go to the Principal of the Puzivai Community

High School for providing me and my team with accommodation.

Seventh, I would like to acknowledge the support and sacrifice of my wife and daughter.

A thank you also goes to my family and friends for your many prayers and support.

Finally, all glory, honour and praise is accredited to God for knowledge, wisdom and
understanding. God’s mercy and love have never failed and the completion of this study

reflected that God has never left me to walk alone in this journey.



