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Repurposing agricultural support policies for
shared prosperity in rural Fiji-

Kym Anderson

Abstract

Notwithstanding the increasing place of tourisrpors, the rural sector and its agricultural

production remaimmportant contributorsoFi j i ' s economy. But thei
compromi sed by policies and insti twthtboons t
many resources employed by sugar and livestock producers at the expense of other farmers
andproducers ohonfarm products Subsidies to the sugar industry could be used instead to
boost investment in rural public goods such as infrastructure and agrictéseatchThat

would benefit a much larger proportion of rupalople many of wlom arebelow the poverty

line. So too would a lowering of tariffs on imports of meat and milk prodacis.bythereby
lowering food prices in urban areasjch repurposing of supposould benefit their poorest
households mostt would alsolower the prices ofiigh-protein livestock products and

nutrientrich fruits and vegetables/hich could well improve nutrition and health.

Keywords: Repurposing agricultural policieReduction in import tariffsNominal rates of

assistance; Investments in rural public go&@ihsred prosperity

JEL codes: F13, F63, N47, 013017

* This article benefitted from being part of World Bank missions to Fiji in Aprd May of
2023.Thanks are due to colleagues involved in those missions and in the Public Expenditure
Review that preceded them (World Bank 202 ®articularly Animesh Shrivastayand to

r

h a

the journal '’ s r ef eTheviews ekpmessedireel pfhuel acuad rmnoe n tss

not necessarily those of the World Badbéta sharing not applicable to this article as no
datasets were generated. Publelgilable data were used for the analysis.



Repurposing agricultural support policies for
shared prosperity in rural Fiji

1. INTRODUCTION

I n its | atest report to the World Trsade Or ga
small island developing nation, Fiji recognizes the importance of free and fair trade in
promotingeconomic growth, job creation, and poverty redu¢tion( Gover nment of F
p.17). YetFiji has a long history of government intervention in agricultural markets,
includingoutput and inpusubsidiesimport protection for various industrieandthe
provision ofmarketing servicesA review by Duncan and Sing (2009) concludiest many
of those interventionsended in failureeventhosethat caused an initial burst in outptthere
was apolicy shift in1989, aimed atedudng import-substituting pratctionism and some
direct subsidieandencouragng more privatesector export expansiohlowever the
government returned to heavy intervention with its Commodity Development Framework in
1997 (abandoned in 2000 after many tens of millions of dollars were spent), and then again in
2004 withits Farm Assistance Scherfwhich provided freedrm inputsfor indigenous
Fijian farmer$. An Agricultural Marketing Authoritf AMA) also was created in 2004
AMA, trading as Fiji Agromarketingontinlesto purchase, process and export cassava,
fruits, vegetables and fish produgciis directcompetition with therivate sectorAnd tariff
protection and various direct supports for livestock and rice producers continue to be
provided.
Far more important since 2010, though, has beenswlggdz at i on sugdr Fi j i ' s
industry. That programbrought in following thelemise of preferential access to the
Eur opean U nproeated sugah magkditds glready molvedclose toF$1 billion
being transferred from domestic consumers and taxp&ederson 2023)Between 2012
and 2020, the sugar transfer rose from 5% to 11% of agricultural GDP, and from 2% to 5% of
government expenditur¥et only one in nine Fijian farmers grows sugar cane.
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The purpose dhis articleis toexaminethe scope forapurposinghatsupportfor
sugar andfor lowering tariffs on highlyprotected livestock industrieso as tdooostmore
competitiveagriculturalindustriesand spread prosperity more evenly in the rural areas of
Fiji. In the absence of estimates of rates of assistanoesugarindustriesvi t hi n Fi j i ' s
agricultural sector, one of tlreecessargontributions of this study is generaing such
estimates.
This study is timely becausenaw government was elected in Fijibecembef022
with a mandate to raise living standards by reforming the economy whilengrohgwn its
enormous debfollowing a National Economic Summit in April 2023, the government has

resolvedtc eshape, reset and transf ostamablEangdi ' s eco
inclusive In particulay it seekdo easeolicy, institutional and legal bottlenecks that have
been r estr i ctoimorgthdhia decaqMinisgyrobFmanbe2023).
Raigng incomesand reducing povertgnd income inequalitwithout adding to debt
problemsrequires raisingthe rate okeconomic growth. Firmsancontribute tihhough
investing in productivity growth, and governments aanelerate those private sector efforts
by investing in growtkenhancing public goods and raefang institutions and policies that
have been distorting produ¢ceonsumeiand investoincentivesEstevadeordal and Taylor

2013 Spence 2021

In particular, the government can boost growthidfgrmng policiesand institutions
that are dampening i j i ' dsvelopmentDéspiteimpressive growth in its service segtor
the rural sector still housd5% of then a t ipopulatisnandis home t o 68% of F
According to representative sample surveys of households ineiy92020 jusbefore
COVID-19, the rateof poverty in rural households was almost treble that of urban
households37% vs14%),and very similar in all four rural Districts (ranging from 34% to
40%) Theaverage household income in rural areasswnly twothirds thatin urban areas
in 2019but, since the value of food consumption was almost the same in rural as in urban
areas, rural households were able to spend barely half as much eloodproducts as
urban householdd~BS 20223 2023.

Agriculture is of courselie main activity in rural areas. In 20t &ccounted for one
eighth ofF i jGDP amdonesixth of employmentandoverthe 2010s fothreefifths of
merchandiselomesticexportsandonesixth of all goods and services expoighen

COVID-19 hit and tourism stopped during ZWand 202] thatonesixth export share nearly
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doubl ed and agr i c ulmbrathaohefifthCHdh theuglurinhaso s e by
since returnedhe rural sector andts agricultural production are still importarpotential

cont r i butfotureecohoac gfowth i 6 s

The article is structured as follows. Sec
and evolving comparative advantagesgive some idea of the international competitiveness
of Fijian agriculture todaySection Jorovidesfor the first time a set adstimates of nominal
rates of aswmansgriauliualendustoes, EXpgsing geeat dispersion of those
rates within the sectofhose two sections provide the necessary backgréar an
examination irSection4 of the scope fomstitutional and policy reform® boostequitable
growthinFi j i’ s rural sector. The finaéndtherct i on cC

policy implications

2. FIJI’s STRUCTURAL TRANSFORMATION AND EVOLVING
COMPARATIVE ADVANTAGES

21 Agricultured6s relative decline

As in all growing economies (Anderson &whnusam 023 ) , agricul tureds
importancen Fiji has been on a loagerm downward trend. That decline is compared in
Figure 1 with that of all uppemmiddleincome countriefUMICs)which,as a group had the

same average per capita income2004as Fiji. According to those World Bank data, in the

1990sFi ji 6s agricultural GDP share was well ab
almost convergedb e f or e Fi j i 6s r ol® ®itdshaceloftwbuecadesy COVI L
earl i er. By contrast, Fijibs agricuMCsimr al sh

the 1990s, but the | atter has rapidly conver
when Fi ji 6s amivagepremh laggedithat oRUMICs (Figur®.

[insert Figure 1 around here]



Farm labour productivity (value added per workeig-a-vis other sectors, as
indicated by the difference between agricult
relatively high in Fiji compared with the average UMIC, but its growth has been slower in
Fiji than in other UMIG (see bottom pair ofties in Figurel(a)).

The pulling of labour out of agriculture into industrial and service sector jobs has
been an important way to reduce poverty and the rurban income gap in many countries
(Boppart et al. 2023). However, that contribution has besatively slow in Fiji. One reason
is that its share of employment in manufacturing has been shrjmithgr than growing as
in the average UMIC (Figurd) . Anot her reason is that the p
of employment in services since thiel-2000s (by onghird) has been no faster than in other
UMICs (Figurel(b)).

[insert Figure 2 around here]

The other main pathway to raising farm labour and total factor productivity is
technological changen the farmandthroughout the agffood value chain (AVC). That
increases farm output, but if the new farm technologies are lageting it can push labour
offfaibmsand r educe agri cul t ur e 0Thiseddaot eeduceftotanh at i on
employment in rural @as though, becausemeof those rural household workers no longer
needed on farmend to beattracted to firms upstream or downstream in the AVC as the use
of purchased farm inputs and the packing or processing of farm outputs and their
transporting to moralistant markets increases (Gollin and Probst 2015; Barrett et al. 2022)
Those expandingVC activities are often located in rural areas, even thougin the
employment isecorded adeing in thdood processing part shanufacturing oiin the

transportservices sector.

Total output of agricultural production in Fiji declined by nearly ehed over the
1990s and 20009 he declines were concentrated in sugar, tree crops, rice andibea$
since been growingnd at a rate similato that inother small island developing countries
(Figure 3).The morerecent rises were dominated by tubetfsicken, eggs, soméeaginous
fruits and beef (mostly substituting for imported foods). The contribution of different products
to agricultural value added has thus changed dramatically, with sugar being replaced by
yagona and taro as the most importéartm outputs in terms of value added. Sugar is still the

agriculturals ect or 6s main export industry though, a



[insert Figure3 around here]

2.2 Evolving comparative advantages

Being a relatively small economy remote fromthe r | d’ s maj or mar ket s, I
have astrongcomparative advantage in only a few products (Venables; Za@4on 200Y.

It is normal forcomparative advantage start in farm products, aridr a countryto diversify

only as and wheits nonfarm capitalper workergrows(through offfarm investments by

farm and norfarm households or by the importation of capitahd its costsf tradingnon

farm productdall, bothrelative to the rest of the wor{@&nderson andPonnusamy023)

Even though~ i g arable land area per capita is only 47% of the world aveaade
only onesixth of its land area is considered agricultural (compared with a little ovehwde
in the rest of the worldF i jcomiparative advantage in agriculture might persisil there
is a sufficient fall intrade costand rise in productivityn other sectorsuch as
manufacturing omore likelytradableservices That isconsistent with the retention of
agricul t uFiejgmdssrd aerviees expomsthe 3040% band ovethe pastwo

decades (Figuré).

[insert Figure 4 around here]

The share of farm products i nisStillgrounds t ot a
twicet he wor ) dnhnet whahet anding the major decl i ne
sugar is excluded, that i ndhasdtrebiefl sincertretraglea | e d’

reforms that began in 1989, averaged 2.8 in the 2010s. Much of that was because of the
emergencef mineral water exports thougWwhen they are also excluded, the rise in the RCA
for the rest of agriculture is only half as larygeanwhile, the index for manufacturing has
halved (from 0.4 to 0.2) and that fioternationakourism has risen by morkan 50% (from

4.0 to 6.9). Note, though, that the index éaports ofnontourismservices has more than
halved, falling from 1.5 in the latter 1990s to 0.6 in the 2@T@blel). This suggests the
country continues to have a strong comparative advamagdeast a fewwlarm products

alongside tourism

[insert Tablel around here]
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Howevert he ‘r eveal ed’ dndexfpcasesonly on expoatsh® ant age
growth of farm exports in the last four decades of tHec2turywas accompanieby
equaly rapid growth in the value of agricultural impar&nce the mid1990s importof
farm product$ave outpaced exports such ttreg value otheir netexportshas declined
rapidly and become negati€igure5(a)). Most of that decline is due to the fall in sugar
exports When sugar trade is excludedirade deficit imonsugar agriculturbecomes
evident. That cabe seerby calculating the trade specialization index, defined as net exports
divided by exports plslimports of agricultural producfand so ranging betweeh and +1)
first with sugar included and then without sudégure5(b) reveals that the index for nen
sugar agriculture hdseenalways negativeTrueg it has beetrendng upwards since thearly
1990s following the policy switch in 19&way from inwareooking protectionism to a
more expororiented approach led by the private sedburcan and Sing 2009ut it
nonetheless remains negative and, when mineral wateisagoluded, it hagcreased very

little this century.
[insert Figure5 around here]

Thesetradeindicatorsraise the question as to whagriculturalindustries would be
strengthened iFiji were to adopt a more level playing field in termswfal institutions,
industry subsidigsandtariff protectionfrom import competitionTo answeithat questionit
is necessaryo estimate rates of government assistaned tey industries within thénon

sugar)agricultural sectoto compare with those provided by Anderson (2023) for sugar

3. STRUCTURE OF INDUSTRY ASSISTANCE WITHIN THE FARM SECTOR

Of the policies that have contributed to pas
important in the past decade apart from import tariff protection has been heavy financial
assistance to the declining sugar industrg.mdted above,lmost F$1 bilion has been

transferredfrom domestic consumers and taxpayerthat industry wer thepast dozen

years(Anderson 2023)By contrast, less than F$0.7 billion has been expended by the

government on the rest of agriculture (through the Ministry of Aguce) over that period



even though nesugar farm production accowed in 202for 95% of agricultural value
added. That is, the vast majority of assistance to the sumbjsector has gone to sugar cane
growers and millersYet that industry has nonetlesls declined: during 20189 it accounted
for just 0.7% of total GDP, down from 2% during 2014 Budgetary assistance is also
provided to the muebmaller copra industryF$1.2 million annually in recent yearshs

well and more importantlylivestock poduction is assisted via import tariffs, as is rice

growing to a smaller extent.

That above support to the sugar industry is complementaddxyuirement that land
previously leased for sugar can only be used to produce cane, thereby further discouraging
other farm industries in FijiRrasacandTisdell 1996;Kurer 2001; Lal et al. 2001k theory
land leasing need not be a constraint on efficient farm production (HsiaoQ@t&gaet al.

1992. But it is if —as in Fiji—there are restrictions on thee of the land, if the security of

the lease is uncertain, and if the land tenure system makes it difficult to reap economies of

size or use that land as collateral for crdéiji. End restrictiorhas slowed adjustment to

the major decline iprivateprofitability of sugar growing after the EU reformed its sugar

policy from 2006 Had canegrowers been free to move to mgmefitable cropping of that
land(Singh2020)Fi j i s sugar cane area would have fa
yearsand themonopolyFiji Sugar Corporation (a statevned enterprise) may have had to

close more of its mills.

The nominalrateadis si st ance ( NRA) fgrewflomledinhs sugar
2013-16 to 43% in 2021 That contrasts with 2021 NRAs of just 3% flee coconut+copra
industry and zero for other agricultural export industrsesh that the weighted average
NRA for the exporting susector is just 9%lf one assumes the NRAs for impadmpeting
industries are their import tariff rates (i.e., ignorarg nontariff import restrictions and any
offsetting tariffs on imported intermediate inputs such as livestock, féedjveighted
average NRAn 2021for the importcompeting suisector is 30%. That is just over twice the
sectoral average of 14%hereas the export industry average is justtiwas of the sectoral

average and almost zero if sugar is igndieable 2)
[insert Table 2 around here]

Fiji is thus not dissimilar to the average developing country in-2®16 that the
latterhad anestimatedagriculturaINRA of 11%for its importcompeting suisector.
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However, the average NRA for the exporting-seltor in those years-8% for developing
countries and 3% for higinmcome countrie§Anderson et al. 2013) and that higincome

county average would be virtually zero in more recent years following the 2015 decision by
the WTO membership to phase out farm export subsiBigss thereforeveryunusuain

assisting so heavily its sugar exporting industry.

Furthermore,hie support fosugar includes substantial grower subsidies for fertilizer
and pesticidesTrue,those pollutive chemical inputgere subsidize@lsofor nonsugar
farmersin the past, but are no longémd the large transfer to sugar farmers since 2010 has
occurredduring a period of high external debt thasaveraged more than 30% of gross
national income (compared with an average of just 15% in the 2000s). Between 2012 and
2020, the sugar transfer rose 2% to 5% of government expenditure.

Meanwhile the Ministryof Agriculture(whose mandate excludes sudaa} received
an average of aroundst F$60 million per year over the past decadetivarious support
programsjncludingfor key public goods such as rural infrastructure and agricultural R&D.
That represatsjust 3% of thegrossvalueof F i jnon'sugar farm production. It is only two
thirds of what has been transferred to sugar production in that period, even thotsgigaion

production accounts for5% of agricultural value added.

Also of note is theilgh degree of tariff protectioffom import competitiorafforded
the chicken, pork and milk industries (32%) and to a lesser extent the rice and beef industries
(15%).Poultry is especially noteworthy, because intermediate input costs are|tianters
of the gross value of growing and processing chickens at domestic prieegfd on animal
feedimportswere zergpvalue added bthe poultry industryat international prices would be
almost zero (Figuré(a)). For comparison, Figurg&(b) depicts value added at domestic prices
in the much bigger sugar industry, and what it has been net of assistématindustry
Strikingly, value added by this industry was less than the transfer to it from the government

and consumers in each of toair years 201&1.
[insert Figure 6 around here]

Themiddle column of Table 2 shows how the gross val&eiof i 6psoduct@nm m
was spread across veus industries in 2021The adjacent column shows value added at the
same domestic prices. The expgodustries as a group are equally important by both

measures, accounting for thréiths of the sector, while the impardompeting livestock and
9



gransubs ect or 6s share is only half as | arge in
compared with 22%)0f even more importancehough, is the comparison with the final

column of Table 2, which measures value adetedternational prices Even 1 f sugar .
of that is assumed to be zero rather than ne
Evidenly the mostassisted farm industries (sugar, poultry, pork and dairy) are contributing

al most nothing to the countrydos GDP! when the

More generallyin 2022 Fiji had amuch highelaveragéariff on imported agriciural
goods(18%) than on imports of nefarm products§%) according to WTO (2023)rom an
efficiency viewpoint, that means too many resources are being allocated to farming relative to
other sectors producing tradablBsit if for political reasons it is not possible to withdraw
current support toural areas, there would still be much to gain if that assistarfeemers
were to baistributed more evenly to create a ldgeplaying field across industries within
the ruralsector.Given the huge transfers to the sugar industry, plushigtytariff protection
from import competitiorfor a fewother agricultural industries, there is much scopedor
purposing such farm support so astoelerat national economic growth dnmprowe well-
being especially for the many poorer households in rural areas not currently benefitting from

those support programs

4. REFORM OPTIONS FOR BOOSTING GROWTH AND SHARING
PROSPERITY MORE EVENLY IN RURAL FIJI

Assistingprotectinga subset ofarm industriess both inefficient and inequitable. This is
mainly becausét is equivalent to taxing the production of all other fanatustries that could
employ those same land, labour and capital resoutcdso reduces the extent of Hsk
reducng diversification by rural household&nd it alsomakes othe(nonfarm) sectors

producing tradable products less able to attract intersectorally mobile resources.

1 Had more information been available distortions to intermediate inputs into the various farm industries, it
would have been possible to also compare effective rates of assistance to value added (as distinct from the
abovereported nominal rates of assistatze¢he gross value of productiersee Corden 1971 for the
distinction). The dispersion across industoé&RAs would be far greater than that of NRAs.
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If the highesagriculturaltariffs were to belowered along witlprice support for sugar
and copraroduction, that would greatly level the playing field within the agricultural sector
as well as between it atide other sectors producing tradabtsch a levellingvould lead
farmers to move to alternative activities within agriculture anid/monfarm opportunities
The latter wouldnclude agri-food value chain activitig in rural areas ones in which the
country is more internationally competitivEhat happened when Fiji moved away from an
import-substitutionfood policy in 1989, for gample (Duncan and Sing 200Recently too
there is evidence that sugarmers have found numerous other crops to be more profitable
than cangrowingeven in the presence of high supports for sugeagh (2020), for
example, dundfor the Lomawaarea that sugar farmers who have been diversifying their
crop mix are reaping profits from those alternative crops that average well over twice those
from sugarAround 60% of those growers are aged 55 years or over, with the younger
generation showing $s interest in cane farming (LMC International 2016), so if there were
to be a phased reduction in sugar supgi@mmany of those growers would retir.
voluntary retiremensupportschemgsuch aghe oneMauritius fundegl could accelerate that

form of adjustment.

Assisting sugar production with fertilizer and weedicide subsidieartgcularly
inefficient and inequitable, because it encourages thefitkese pollutive inputeelative to
that of other farm inputs, and it benefits most those witlettgest farm areas. The sole
supplier of fertilizers and weedicides to cane growers, South Pacific FertilizglfSRE)
also is likely tohaveretaired some of the benefit of subsidized use of those inputs, since that
distribution service is regulated ae to be not contestabMoreover, hsofar aghose
chemical inputs are pollutive of soil, water and air, the optimal intervention would be a tax
rather than a subsdn their use in farming. Apart from improving the environment, such a
policy swap would also make it easier for those farmers wishing to avoid chemical inputs to

claim to be organic producers.

Assistance to sugaroducers is inequitable also because it raises the profitability and
hence value of sugarowing land in direct proportionthte si ze of each per s
(Ciaian et al. 2021)t thus benefi the largest/wealthiest most and the poorest cane growers
least (as found in simulations BRakotoarisoa and Chang 2017, p..39)

Even if the pricestabilizing component of the Sudgatabilization Fund was able to

perfectly stabilize sugar prices domestically, that would not stabilize farmer incomes
11



completely because there would still be weathduced yield fluctuations (which also

destabilize national foreign exchange earninggj,ars ugar contri butes onl \
net incomes (especially if one includes remittances). Namgeted instruments for dealing

with rural income fluctuations are available at much lower social(b®dSt1978)

While there may be a social beiéh terms of human health from setting a high
consumer price for raw sugar, the present mechanism is not the optimal way to achieve that
social benefit. This is because the revenue from that consunegjuasalentgoes to sugar
producers rather than mtonsolidated revenue for more generic uses. As well, many
imported processed foods and beverages that contain sugar escape that tax and so crowd out
local manufacturing of sugaich productqunless a border tax adjustment presdinad.
Should societyvish to retain a high tax on sugar consumption for health reasons, a more
efficient arrangemerihan the current arbitrary setting of a high wholesale price would be to

impose insteadn excise tax on all sugdch processed foods, both domestic and irtguty

What scope is there forqmurposing transfersurrently goingo the sugar industry
(not to mention reducing protection of livestock industriesgreater social benefit without
making farm households worse off? The answer is plenty, and is tdrnot just economic

efficiency but also equity and environmental outcomes.

The F$112 milliorperyeat hat was transferred to Fiji’ ¢
during 201821 was equivalent to 4.8% of all government expenditure in that pa&ied.

following areexamples of how that sum could be much better spent by the government

1 Greater investment in basic education and health in rural areas, and vocational
training for the lesskilled, would help sugar growers and other farm families to
become bettelarm managers or labourers and, for those wishing to migrate to non
farm occupations, to make their transition easier and more lucrative in the long run.

1 Higherpayoff investments in agricultural research and extension would be possible
by integrating the&Sugar Research Institute of Fiji into an-@ticompassing Crop and
Livestock (or Farming Systems) Research InstitotexinvigorateR&D following
the emigration of scientists after the coups of 1987, 2000 and ZBa&ouldboost

the welfare ofar morefarmers and landowners, and also of consumers insofar as the

2 According toMounsey et al. (2022)n 2018 Fiji increased the excise duty for impdrsugaisweetened
beverages3SBS$ to F$2 perlitre while retaining a lower tax for locally produced SSBs $8.B5perlitre.
12



farm productivity growth that Mvould stimulate loweed prices for net buyers of

foods.

1 The currently separategenditurs on rural roadsby the Ministries of Sugar Industry
andof (nonsugar) Agriculturecouldbe combinednd expandetb gener#e a higher

payoff fromrural public infrastructurenvestments. Benefits froneducing

transport/logistics costs in all rural areas wouldaoge according t¢FC (2022), and

would beshared betwe®all farmers and the buyers of their produm@osting
opportunities for subsistence farmers to sell their outputs and labour to a broader
range of markets.

1 Moreinvestment in rural law and order could reduce crop theft, which has been

discouraging the phting of highvalue crops according to Duncan and Sing (2009).

In addition, several institutional reforms could boost the efficiency and productivity of
the agricultural sector. Perhaps the most critical have to do wifartinéand leasing
arrangementsdministered by th&aukeiLandsTrustBoard(TLTB). The TLTB appears to
be a very higkcost regulator it charges10% of lease rentals for its servicasndit places
onerous conditions on lease renewé#isugar leases were treated the same as other
agricultural | eases, that would | ower- the co:
changing relative profitability of various farm activities. That need not precludEijihe
Sugar Corporatiorcontinuing to contract those cane growers wishing 4y st the sugar
industry. I ndeed if it were made easier for
economies of size could be reaped including through more use of mechanical harvesting, so
caneyields per hectare ansugar yieldgper tonneof canewould rise, even if the number of
canegrowers fell. Overall sugar output may even risgpeciallyif premium bonuses were

paid for higher quality canén place of the current price that is paid regardless of quality

5. SUMMARY OF FINDINGS AND POLICY IMPLICTIONS

Notwithstanding the increasimace of international tourism servicesFi j i ' s economy,
rural sector and its agricultural production remaiportant contributorsBut their

contribution is compromiseloly policies and institutions thaistiort the farms e ct or ' s

13



resource use. In particular, too many resources are being emplpgadar and livestock
produers at the expense of other farmé&ubsidies to the sugar industry could be used
insteadto boostinvestment in rural public goodsich asnfrastructureandagricultural R&D.
That would benefit a much larger proportion of rural householdsy ofwhich arebelow

the poverty linelt would lower food prices in urban areas, proportionately benefitting their
poorest households moStotoo would a lowering of tariffs on imports of meat and milk

products.

A smoother transition away from sugar production could be achievedfdrthiand
leasing arrangements administered by itheukeiLandsTrustBoardwerestreamlinedand

sugareasesveretreatedthe sameasotherfarmlandleases.

Re-purposing current farrsupport programs so as to allow more (and redfective)
investment in rural infrastructure and R&muld alterrelative prices of various foodis
retail markets as well as at the farm gate. The consequent charigefond consumption
mixesof both rural and urbahouseholdgould well improvenutrition and health outcomes
by lowering the prices of higprotein livestock products and nutriemth fruits and

vegetables

Re-purposingsupport policiess politically difficult though and becomes more so the
longer those supports are in pldéaderson et al. 2013However reformcan be made
easierthe moranformation is provided on the casmgience®f current versus alternative
policies.To estimate the direction and sizevafious economic, social and environmental
consequences over time ofparposing current support programs, it would be helpful to have
a dynamic computable general equilibrig@GE) model of the Fijian economy with-puilt
regional and household structures. Gounder (2013) reviews past CGE models for Fiji and
generates another one based ivbasedoonasrecer| i a’ s C
national inputoutput table. Weréhe FBS able to generate antopdate +O table to
supplement its recent household survey data (FBS 2022ajuld not be a big step to build
a stateof-the-art CGE model for the new government to use in testamipuspolicy options

including those dicussed above.

3 Forreviews of the value of suddGE modelling inconsultations and dialogues surroundmngjor economic
reforms in Australia, see Powell and Snape (1993) and Dixon (2008).
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Figurel: Shares of GDRnd employment in agriculture and in serviaey] their difference,
Fiji and all uppemiddle-income countrie§UMICs), 1991 to 2021 (%)
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Figure2: Sectoral shares of employment, Fiji andugdpermiddle-income countries2003
05 and 201719 (%)
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Figure3: Index of agricultural production, Figindall small islanddeveloping countries,
1990 to 2021(201416 = 100)
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Figure4: Sectoral shares of total domestic merchandise and services expor29JBijo
2022 (%)
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Figure5: Agricultural exports and imports, Fiji, 1961 to 2021 (current US$ million)
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Source: FAO (2023and FBS (2023)
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Figure6: Estimated alue added i i jpoultrgand sugamdustriesat domestic and
international price§2009to 2021 (F$ million)
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years hence thaverageassumed valum this studyof 0.25.) For sugarcane growing and
milling, seeAnderson(2023): over those 13 years, average NRA = 43% and VASO = 0.62.

Source: FBS (202b,2022c and023 for nominal value at domestic pricesf poultry, and
Anderson (2023jor sugar
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Tablel:l ndexes of ‘reveal ély'sectoroFijd280ta200ve advant

Norysuga Non- Al
agriaulture sugaswatel Manuf Othel All
Suga agriaulture agriaulture acturin¢cTourisir service:service!
198084 258 0.9 0.9 3.1 0.0 2.1
198589 337 08 08 2.8 0.1 2.1
199094 252 0.9 0.9 2.3 0.3 2.4
199599 227 0.9 0.9 2.1 0.4 4.0 1.5 2.3
200004 253 16 12 2.3 0.4 5.2 0.9 2.3
200509 201 3.1 1.9 2.4 0.2 7.5 0.7 2.7
201014 85 2.€ 15 1.7 0.2 6.9 0.7 2.5
201519 71 3.1 1.6 1.6 0.2 6.9 0.6 2.5
2020 65 2.€ 1.3 2.3 1.3

2RCA index is definedby Balassa (196%s the share of sector in all goods and services
exports for country i divided by that share for the world.

Source: Computed from data in FBS (2023a) World Bank @023
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Table 2: Industry self-sufficiency ratios,® nominal rates of assistance (NRA),? and shares of gross

value of farm production and of value added, by trade status, Fiji, 2021 (%)

% GVPat % VAat % VAat

% SSR? % NRAP  domestic domestic int'l
prices prices prices
Exporting industries ~ 2017-21 2021 2021 2021 2021
Yaqona >100 0 35.6 39.6 48.0
Sugar (growing+milling) 435 43 7.2 5.4 0.0
Taro 114 0 8.1 7.4 9.0
Eggs 105 0 2.6 0.5 0.6
Cassava 101 0 4.0 3.7 4.5
Coconut (incl. copra) >100 3 2.2 2.3 2.5
Ginger 108 0 1.3 0.8 1.0
All exporting, 61.0 59.7 65.6
weighted average® 9
Importcompeting
Chicken 90 32 16.6 4.9 0.2
Pork 84 32 2.5 0.6 0.1
Beef 51 15 1.3 15 0.4
Milk 53 32 0.7 3.1 0.4
Rice (growing+milling) 16 15 0.5 11 0.7
Maize <10 5 0.2 0.1 0.1
All import-competing, 218 11.3 19
weighted average® 30
Non-traded industries:
Pineapple 100 0 0.8 0.8 0.9
Sweet potato 100 0 1.0 0.9 1.1
All other farm products 100 0 17.2 29.0 325

(incl. subsistence)
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Memo: All livestock 25 23.7 10.1 1.1

ALL AGRICULTURE, 100 100 100
weighted average® 14

2 Self-sufficiency is the percentage by which the domestic production volume exceeds the
domestic consumption volume.

b The nominal rate of assistance is the ad valorem import tariff rate, except for sugar and
coconut whose estimates are based on the value of domestic producer subsidies. Copra,
which contributes no more than 8% to the gross value of coconut plus copra output (FBS
2022b), received F$0.9 million in deficiency payments in 2021 and F$1.2 million in 2022.

¢ Sub-sectoral average NRAs in column 2 are estimated using agricultural production valued at
international prices as weights (shown above in column 5).

Sources: Ministry of Agriculture (2022); FBS (2023); FRCS (2023) for applied MFN tariffs;
Anderson (2023) for sugar.
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