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FOREWORD

The papers contained in this volume constitute the Proceedings of the Policy and Strateqy
Confarence on Reforming and Restrusturing the Agricullure Sactoratl.ocal Lovel held inLae from
7-8 August 2000,

The PNG Journal of Agriculture, Forestry and Fisheries took the initiative to publishthe Proceedings
of this important workshop which is likely to determine the future directions of Agricultural
Development in Papua New Guinea. Earlier a similar publication by the Journal in 1994 on
Agricultural Reforms and Delivery of Farming Services to PNG Villages was very wellreceived.

As pointed out by the editorial staff, it must be admitted thatin view of the variety of subjects discussed:
_ranging from extension at village level to research at the frontiers of science, it was not possible to
exercise uniformity in scientific standards and presentation. Attempthas however, been made to
bring into focus the current issues facing agriculture in PNG. These issues need to be discussed
and debated by all concerned rather than becoming a part of the grey literature.

Jwould like to express our thanks to the authors for their cdntributions, Professor R. Kumar and Mr
Siva Supiramaniam for editorial work at short notice, Ms Betty Aiga for design and layout and Mr
Jackson Kaumana for cover design. '

st

MIRI SETAE
Secretary, DAL
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SPEECH BY THE PRIME MINISTER, RT. HONOURABLE SIR
MEKERE MORAUTA, KT., MP. AT THE OPENING OF POLICY &
STRATEGY 2000 & THE 17TH NATIONAL AGRICULTURE COUN-
CIL CONFERENCE, LAE, 07 AUGUST 2000

The Rt. Honourable, SirMekere Morauta’, Kt., MP.

The late Fred Fisk, a notable economist, once
described Papua New Guinea's traditional life as
‘affluent’. The basis of that affluence was sub-
sistence agriculture.

Papua New Guineais a nationofgardeners and
farmers. Food crops have been grown here for
at least 7,000 years. In fact inhabitants of our
- land have been living off agriculture for longer
thanalmostany otherareainthe worid. Agricul-
ture is the heart of cur country. It is also our
future.

But in recent years, particularly in the onginal
- 1999 Skate Budget, Papua New Guinea's heart
was cut out. It was surgery at its crudest, and
nearly resulted inthe death of the patient. itwas
surgery withouttha services ofa qualified anaes-
thetist. Considering the importance of agricul-
ture to the nation’s economy, this was an act of
urprecedented stupidity. A classic example of
short sightedness.

uUntitthe opening of the Botgainville copparmng,
agrculture completely dominated the ecenomy
and Papua New Guinea's expaorts. About ong-
third of gross domestc product is siill provided
by agriculture forestry and fisheries. Lastyear,
justover 29 percentofthe nation's exportincome
came from the sector.

fmightadd, while i am herein Lae again, thatihe
farmers of Morshe Province have reasonto be
proud oftheireconornicrole: this provinceis one
- of the powerhouses of the agriculture sector.

~ The previcus Government planned to kil off
Papua New Guinea's agricultural research ca-

! Prime Minister of Papua New Guinea.

pacity, butfortunately did notgetroundto the act
oflegislative execution.

So when we were elected in July last year, we
found that the patient still had a pulse. Because
we had been left with a ruined economy and
government finances that were notable for their
absence. we could do little but put these critical
research institutions on a drip feed.

The combination ofindustrylevies, pastsavings,
a small amount of Government money and
AusAID help for the National Agricultural Re-
search Institute (NARI) gave theindustry areprive
until the 2000 Budget.

and Livestock's recurrent aliocation by almost
20 percent to 9.5 million Kina. In addition, aid
money under the Public investment Program
provided about two-thirds of the totat agricuiture
budgst.

Stabex funding fromthe Europearn Union hasin
2000 played a vitel role. The Government has
approved a number of Stabexschemes aimed at
improving research and exiensicn services. For
example the Coffee Industry Corporationis re-
ceiving about4. 5 million Kina for prormotion and

NARI the country's premier research body, will
receive 2.5 million Kina for the establishment of
its headguarters and laboratories at Bubia, out-
side Lae.

The Fresh Produce Development Company is
receiving 2.5million Kina from Stabex toupgrade
depots in the Highlands, L.ae and Port Moresby
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and for support for refrigerated containers from
the Highlands.

1 million Kina has been allocated to improve
National Capital District mini-markets. Iffurther
EU funds become available, and the Govern-
ment strongly encourages the EUto continue its
funding for agriculture, this project will be ex-
tended across the country.

The Livestock Development Corporation is re-
ceiving 3 million Kina to develop a cashew project
inthe Central Province.

The Government's biggest commitmentof Stabex
fundsis to agriculture on Bougainville, intotal 17
millionKina. Three million Kina ofthis is goingto
port and other transport infrastructure and pro-
duction and distribution of new ptanting material.
The remainder is linked to Aus/AID and UNDP
programs, ncluding access roads and cocoa
support. The Government is playing its part.
within its means.

Recurrent allocations in the nationatl Budget to
research and marketing institutions rose from
zero in 1999 fo 3.7 million Kina in the 2000
Budget. Most importantly, NARI received a re-
current altlocation of 1.9 million Kina, against
nothingin 1989,

Thesewere smallincreases, and howhere near
enough torestore agriculture to its rightful place.

I the forthcoming Budget, there will be further
increases, inrecognition ofthe criticalrole these
institutions can playinincreasing nationalweaith

and personal well-being, especially in rural ar-

eas. T o o

Again, the increases will not be massive, but

they willbe carefully targetedtotrytoensurethat

they have the maximum impact,

One emphasis will be on crop rehabilitation.
Coffee, cocoa and copra will each receive a
major injection of funds next year, specifically
forrehabilitation.

The need for rehabilitation of ourexpoitcropsis

plainly evident. Cash crop production and export
revenue have not been growing anywhere near
asfast as ail the experts say they could, giventhe
undoubted potential ofthe country.

Proper, sustained and well-fundedresearchand -
extension services can help to overcome many

ofthe problems that affiict cash crop production.

Planting material is a good example. Nothing
demonstrates thatbetterthanthe successofthe
oil palm industry. New Britain Palm Oil and .
others in the sector are world leaders in re-
search, and the foundations of much of that :

researchrestonthe workdonewhenNBPO was

a state-owned business. The planting material .
used. by the industry is without doubt world-

class.

Much of the material that has been available for -
coffee, copra an cocoa growers in recentyears -

nas been of a much lower standard.

It has -

severely inhibited the growth of these -
industries. Now, new materiatis becoming avail- -

able through domestic research institutions.

The Coffee Research Institute has made avail- -
able a new dwarf variety called Catimor, which -
is high-yielding and also grows in previously
marginal areas in the middle altitudes. it has .

successfully been tried in areas such as the
Bainings in East New Britain and in Milne Bay.

The institute has aiso developed better crop -

management and new pruning methods to in-

crease the yields of existing varieties.

Forcopra, no new suitable plantingmaterialhas

been available for years. A naw hybrid is now
being develeped by the Cocoa Coconut Re-

search mstituts (CCRI st Madang.- Mopefully, it

will have benegficial results.

A similar situation exists for cocoea. Inthe 1980s
the CCRI undertook a poorly planned and run
cocoa plant breeding program, which set the
industry’'s develpment back by many years, with

poor material being planted, and industry debt -

increasing by tens of millions of kina. Now the
CCRIandthe Cocoa-Coconut Extension Agency
are offering new planting material.
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The Government is committed to the rehabili{a-
tion of export crops, particularly through wide

bodies will be asked to recommend the best
ways of allocating the funds for this initiative.

“We have begun initiat talks with the Astan Devel-

opment Bank for joan funding specificaily for
improvingresearch andextension services. The
main beneficiaries would be NARI| and the indi-
vidual industry institutes.

Lastweekthere was a valuable planning consul-
tation session with the Australian Centre for
international Agricultural Research concerning a
five year collaborative program between Austral-
ianand PNGinstitutions. Thiswouldinvoive the
agriculture, fisheries andforestry sectors. These
programs have proved successiul in the past

~ andwill be more sointhe future once Papua New

Guineahasrevitalisedits ownresearchbodies.

Two other areas will demonstrate the Govern-
ment's renewed commitment to agriculture: an

. extension of the tax credit scheme to the agri-

culture sector and a greater emphasis on col-
taborative research with the private sector.

Thetax credif scheme has by andlarge, worked
successfully in the resources secier. The Gov-
ernment is prepared to exdend it {o agricutture.
The Bogan Tax Raview is currently considening
the costimplications of sucha scheme, andhow

iU might practically be apphied 1o support the

deveiopment, but particulary the mainienance,
of essential rural infrastructure  Certain serv-
ices, including agnoulture extension and re-
search, might also be eligible activities to e
funded by the scheme.

Agriculivre stands to gan a great deal from

- ressarch undertaken by the private sector and

national institutions together. Collaborative re-
search overseas has been immensely reward-

- ing, not just for the companies concerned but
- also for the pariner institutions and scientists

and for farmers. There are many areas of
agricultural research that would be beneficial
both to the nation and to commercial partners.

There is little point in having successful crops if
they cannot be taken to market and sold for &

affordable to the average buyer. The level of
imported fruitand vegetables in our shops high-
lights the lack of coordinated action forthe devel-
opment of the sector.

It has been demonstrated that we can grow
almost anythingin the country, yetour long-term

successes have beenfew and far between. The

reason is poor marketing, and another is high
cost. Cost is a severe inhibiting factor at both
ends ofthe process: inputandout. Toovercome
this primarily means having an efficienttransport
infrastructure system.

Infrastructure development and maintenance,
along with primary industries, health, education,

revenue generation and law and order, are the .

Government's six pricrities. These weretheonly
areas to receive additional funds in the 2000
Budget and | expect a simitar pattern in 2001.
These have received sixty-five percent of the
Government's total expenditure this year. The
economic and infrastructure sectors received
10.5 percent of the total expenditure.

L know oniy too well that this is notenough, and
am committed to increasing it in the 2001 and
2002 Budgets. Butitis not just money that will
revitalise agricuiture. Our approach, our think-
ing, cur priorities in the sector need to change.
Sound development of agricullure requires that
farming be given the status and support it da-
serves. Not adgministrative bodies, nor state
marketing bodies, nor public servants, butfarm-
ing, planting old and newcrops: real-life agricul-
tural aclivities must be our focus.

Regulatory and marketing functions shouid be
clearly separated, with oportunities for genuine
competition encouraged in the interests of pro-
ducers. Trading monopoliesby public or private
bodies should be discouraged, thus reducing
cpportunities for abuse. Accordingly, the Gov-
ernment will review the system and structure cf
marketing copra. Marketing should not in my
view be a state function. Regulation, however,
should.
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As part of the public sector reform programme
the Department of Agriculture and Livestock and
otherinstitutions in the sectorwillbe examined o
ensure excessive drafting, institutional hierar-
chies and overheads are pruned. The pro-
gramme will ensure that the focus is genuinely
on supporting producer interests, or supporting
effective provincial and district-based extension
services.

Foryears the provinces and otherindustry bog-
ies have perceived thatthe Departmentas virtu-
ally irrelevant, or even as a handicap or bottle-
neck. Its newrole requires amarkedlyleaner but
more professiona! service body, entailing the
transfer of technicat staff to Districts and indus-
try bodies, while securing relevant economic,
marketing and information technology skilis.

Various structures are possible. involving differ-
ent hnks across the renewable resources sec-
tor, butthe support structure for the sector must
be practical, affordable, and be responsible and
responsive tofarmers. We simply cannot afford
a great institutional superstructure that fails to
deliver support services.

It is clear that in recent years farmers have
secured better services from corporatised and
privatised industry bodies. Opportunities to
outsource activities wiil be pursued.

That this can be successful is demonstrated
here in Morobe Province and the Eastern High-
lands under the new extension project being
funded by the Asian Development Bank.

Ladies and gentlemen, over the last year the

.Covernmanthas necessarilybeen precocumed -

with the programme of economic, monetary and
budget stabilisation. Qurobjectives have, onthe
- whole, been achieved. The groundwork has
beenlaid for real economic growth and develop-
ment.

Onthe budget, fromthe savings generated from
reduction of our debt service burden and from
refocusing governmentactivities, supported by
the funds now flowing from the World Bank, the

IMF and donor ¢countries will, from next year,
allow us to invest more in agriculture and infra-
structure. The improved investment climate
should also encourage much greater private
investmentin agriculfure.

These factors combine to provide us with a
chance to give ourmostimportant sector a new
iife line. We cannot afford to let the opportunity
pass by. What an achievement it would be if, in
years to come, economists were todescribe our
modem agriculture asthe basis of atruly affluent
society.
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PLANNING FORNATIONAL ECONOMIC GROWTH THROUGH

AGRICULTURE -

Honourable Moi Avei'2 MP.

Welcoming comments: My Prime Minister, the
Hon. Sir Mekere Morauta, MP; fellow Ministers;
the Governorfor Morobe Province, the Hon. So-
ngang Luther Wenge, MP; Chairman, Mr Miri
Setae; and distinguished guests.

Mr Chairman,

Overthenext 2 days, and on thismostimportant
topic, a range of speakers will provide detailed

~comment on what they believe to be the most

effective direct policy measures for assisting
Papua New Guinea's agricultural sector. On
behalf of the Minister for National Planning and
Implementation, the Hon. Moi Avet, [ will restrict
my comments to the wider policy environment
and explainhowthe Government's approach to
planning at the national level willimpact on agri-
cultural activity throughoutthe country. -

Agriculiure in Papua New Cuinea is of such
fundameniahimportancethat tis unquestionably
our most important industry. As we all know,
agriculture suppornts 85 percent of the popuila-
tion, or around 4 mition Papua New Guineans,
andin 1899 generated over K1 pillioninexpor
income. More wngoniantly, it 13 the sector with
vastpotentiaifor development; potentiatinat has
been largely neglected by successive
QOVEerisSInents.

For many decades to come, agricuiture will
continue to ve the econcric mainstay for the

~ vastmaiority of Papua New Cuineans. Inrelation

to national pianning, we should neveriose sight
of this fundamental fact. Policy and planning

~ which encourages robust growth in the agricul-

! The Minister for Nationa! Planning ard Impiementation Paoua
Mew Guinea.

? Presented by Honourable Bart Philimon, Minister for 7
and Civil Avigtion. Papua New Guinea.

zport

tural sector will be far more meaningfui to the
welfare of the majority of Papua New Guineans
than, say, the commissioning of new mining or
petroleum projects. It is aiso a fact that even if
wage empioyment in PNG's format sector were
to double over the next 5 years, such growth
would nonetheless stillbe inadequate to absorb
the projected increase in PNG's economically
active population. Evenunder such a scenario,
around 100,000 Papua New Guineans would still
need to secure theirlivelinood i the agricultural
sector.

Sowhenwe talk about National Economic Growth
through Agriculture, we must recognise at the
outset that for the vast majority of Papua New
Guineans - past, presentand future - agricultural
growth is economic growth, and the bridge to
improvedliving standards. .

Papua Mew Guineahes arich andproud hertage
as an agricultural society. We are a nation of
farmers. Forthousands and thousandsof years
our ancestors developed sustainable and pro-
ductive systems of agricuiture that cornfortably
met subsistence reguirements. With subsist-
ence requirernents for food and sheiter readily
achieved, amp'e tine was available 1o develep
the rich culiure that we, the curreni generation,
are rightly proud of  Indeed, the first visiting
social scientists to Papua New Guinga coined
the phrase 'subsistence affluence’ to describe
ouriraditional systems of economic and cultural
activity.

Inreflecting cnour past, we should nonetheless
guard against being too remantic. As we enter
the new millennium we must alsc acknowledge
that, taken inisolation, oustraditional agriculturat
systems do not deliver the fiving standards that
Papua New Guineans legitimately aspire to in
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today's modern world. By today's international
standards, measured by indicators of calorie
intake, literacy levels, infant mortality and so
forth, we mustacknowledge thatthere is a grow-
ing level of poverty within our'subsistence affiu-
ence’ society.

Aswell, in certain parts of the country, population
pressures are placing considerable strainonour
traditional subsistence safety net. Moreover,
and as was shockingly demonstrated during the
1997 drought, our traditional subsistence agri-
culturalsystems leavemany Papua NewGineans
vuinerable to the worstform of poverty, thatis the
absolute poverty associated with severe and life
threatening hunger.

Inplanning for agricultural growth, itis important
to define the role of government in the develop-
ment process. In this regard, we need to learn
from our past mistakes and build on our past
successes. One of the mostimportant lessons
of the previous 25 years is that government
should not attempt to address the problems of
poverty or stagnation simply by embarkingon an
expensive program of "hand-outs”. Handouts
are neither affordable nor appropriate. Theyare
also aninsult to our rich history of self-reliance.

Rather, the Government's principa! role in eco-
nomic developmentis to create the environment
thatwillenable Papua New Guineans to mobilise
their own resocurces and energies in order to
achieve increasing living standards. The Gov-
ermnment's role is to ‘help-out rather than 'hand-
out'.

Aswas emphasised atthe recentconfsrence on

- food security, what we want 1o achieve ig a - -

stronger and more diversified feod crop and
fivestock sector. The traditional garden should

continue to protect rurat Papua New Guineans = -

fromabsolute poverty Importantly, however, we
need to buitd on the traditional garden and pro-
vide all rural Papua New Guineans with the
opportunity to use their agricuitural skilts as the
means of entry into the cash economy. Trading
agricultural surpluses in the market economy
will allow families to satisfy more thantheir basic

needs, and permit them to move to a higher
standard of living. Cash incomes from agricul-
tural surpluses will enable families to purchase
clothing, shelter, medicines, educational sup-
plies, household items, garden tools, and the
foodstuffs required to achieve a more balanced
diet.

Moreover, as was clearly demonstrated during.
the 1997 drought, the saved income from cash
crops is also one of the best forms of food
security. Cash savings were used by affecied
communities to purchase food staples when
their own gardens failed.

The Government's key planning document, the
Medium Term Development Strategy (MTDS), is
our road map for creating the very environment
which will enable rural Papua New Guineans to
achieve rising standards offiving through a more
productive agncultural sector. Inorderto create
this environment, the MTDS emphasises the
need for the governmentto focus on basic edu-
cation, primary health care, infrastructure main-
tenance, faw and order and on increasing the
epportunities forthe private sector. These prior-
ity activities - the pillars of development-are also
reflected in the Nationai Charter on Reconstruc-
tion and Development, whichwas signed by the

Prime Minister and Provincial GovernorsinNo-

vemberiastyear.

Government programs in these priority sectors
are mutually supporting:

- Basic education and pritmary health care
are netonly fundamental for human develop-

ment they are absolutely necessary to aliow

‘Papua New Cuineans to generate agrisultura!
surpluses and to participate effectively inthe

- Infrastructure such asroads and wharvesis
essesntial to allowthosein the rural sectorto
market their agricultural produce. As was
noted inthe MTDS, given goodroads, agricul-
ture could link 570,000 rural households in
Papua New Guinea with the rest ofthe worid,
providing markets for the entire surpius they
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produce. Adequate infrastructureis also nec-
essary for the flow of health and education

services, and to allow access to material

goods and services. Good roads are roads
thatarereadily passable in allweather condi-
tions. As has been recognised in the many
conferences and seminars of recent times,
good roads in Papua New Guinea are the
exception rather than the norm. | will, of
course, discuss this issue in more detail,
when|address you as Minister for Transport
and Civil Aviation. However, | shouidjust say
thatfrom a national planning perspective, the
maintenance of the existing road network will
be the priority of the Morauta government.
The rehabilitation of our road network will
provide enormous benefits to our agriculture
sector.

- Law and order is fundamental to private
sector activity. Personal and property safety
are essentialto enable Papua New Guineans
to safely go about their business in the rural
economy, both as producers and consum-
ers.

- Inrelationtopolicies aimed atdirectly increas- -

ing opportunities in the private sector,
there s a clear need to revitalise agricultural
research and extension and to strengihen
farmer-training programs. Resesarch and
extansion, andimproved training, will provids
the foundation far increased yields and the
adaption of highgr valued crops.,

Reflecting the poor state of the PNG economy
thatihe Morauta governmentinharited, the 2000
national budget was, by necessily, very con-
strained. Monetheless, the budget managedio
allocate around 65 percent cftotalexpenditure to

the prionty areas. - As well, under the govern- -

- ment's guidelings for the administration of the
K8a million District Deveicpment Program, the
expenditure ofmonies will be in-line withthe key
prionties, including aid posts, teacher housing
. andruraifeederroads.

As hasbeenemphasised by the Prime Minisier,
the 2001 budget will continue the responsible

approachtoeconomicmanagement. First, it will
consolidate the hard-wonmacroeconomic gains

“byensuring the continued stability of the kinaand-

by paving the way for furtherfalls ininterest rates
andinflation. Second, itwill seek to continue the
shiftof resources to the priority areas and activi-
ties.

While primary health and education, infrastruc-
ture maintenance and law and order will continue
to be the priorities of the government, we are also
committed to examining all policies and options
that directly target an increase in agricultural
activity. Inthis context, | look forwardtothe ideas
and views that will be put forward atthis seminar.
The Minister for Planning has assured methatall
these options wili be carefully examined and
appraised, alongwith the recommendations put
forward at the conference on food security.

The recommendations arising from this and
other conferenceswill play a very importantrole
indefining the focus and shape of future deveiop-
mentbudgets and public investment programs.
Aside from the priority activities identified in the
MTDS, the Governmentis committed to impie-
menting specificprogramsand policies whereit -
can be demonstrated that they wili deliver a
significantand ongoingimprovementinthe wei-
fare of Papua New Guineans as awhoizs.

Asweenter the newmiliennium, the agricultural
sector will ramain a principal focus of our plan-
ning poiicies. This is where the vast majority of
Papua New Gumeansiive their day-today lives.
We must strengthen the policies and programs
ihat benefit our rural majority. We must create
the environment that will aliow them to achieve
the tiving standards they sorichly deserve.
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AGRICULTURE TRADE

Honourable Michael Nali', MP.

INTRODUCTION

| am honored and thankful to the Deputy Prime
Minister, Hon. Mao Zeming for inviting me to
speak cn the topic "Agriculture Trade"” at this
Conference on "Agriculture in the New Millen-
nium”.

Whatis Trade?
Firstofall, let us remind ourselves that " Trade"

remains the building block of an economy’s
growth potential and wealth creation. Without

. bothdomestic and international trade. there will

pe nO market outlets toreward the costs incurred
In the production of goods and services.

In other words, there will be no incentive to
producs goods and services to realize the growth
potential. Atthe end ofthe day, we havetotrade
the surpius we produce inordertore-finance our
producion.

"Agricuiture Trade”, therefore is vital to actas a
catalyst for economic activity in that sector. If
you cannot selt your produce then why invest
resource to tend the land and grow crops of
differert types. Hence, an economy cannot do
withcuttrade.

TRADE AND TRADE FOLICY DEVELOP- - - -

MENT
Agriculture Trade

Various empirical studies show that agricutturat
products account for over one third of export
trade for most developing countries and wili
continue to contribute significantly to their GDP,

! Tte Mirister for Trade and Industry, Papua New Guinea.

foreign exchange earnings, employment and .
food security for a long while.

Thisis also true from PNG's perspective where,
"Agriculture Trade" represented K 1.02 billion
in 1998, with a corresponding market share of
27 .5% of the total exports for the same year. It
will continue to represent an average of 25% of
GDPthat includes Forestry and Fishenes, while
accounting for the bulk of the employment.

According to the recent World Bank Study, the
Agriculture Sector is one of the sectors where
PNGhas comparative advantage overits neigh-
bours. The maintraditional cash crops such as
coffee, cocoa, copra & palm oil provides over
12% of the total export earnings.

The narrow base of the economy is anticipated
to continue. At the same time, agricuitural ex-
ports as a share of the total export value has
declined on a downward trend over the years,
while othersectors have fared anupwardtrend.

Among the noted reasons for this decline were:

- erratic and enclave sectoral economic
growth;

- low human capital and labour productivity

- high cost structure of the economy and

- negative effectiveratesof protectioninthe

renewable rescurces industriesin - - -

agriculture as a resul! of higher tariffs on

transportation, equipraent, fuetand other

inputs. o

Further, some of the notable factors constrain-
ing the agriculture sector:

- difficult topography
. debtoverbang in the sector
- {and tenure problems
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- poorinfrastructure
- poor business support services, and

Against this scenario, the National Investment
Policy recognizes that there is considerable
growth potential in agriculiure sector. Thereis
opportunity to make this sector more competi-
tiveforits traditonal exports with FDl and specific
initiatives for private sector promotions and fi-
nancial sector reforms. Thatis, efficient mobili-
sation and creditaliocation for productive activi-
ties.

Rationale of PNG Trade Policy Develop-
ment

[t is within this underlying principie of trade and
the importance of agriculture trade. that | would
like to focus on the strategic direction taken by
the Ministry of Trade and Industry underthe 1992
"Beyond the Minerals Boom" Policy Docu-
ment, which encompasses the Trade policy
development of PNG to the year 2000.

Unfortunately, most of the targets set were not

achieved, partly duetoresource constraintsand

soclo-economic and poiitical instabiiity during
that pariod.

In essence, the "Trade Policy’ atthat time was
targeted atalileveis. ltranged from the inward
looking - often referred {0 as import substitution
tothatof 'eutward looking-orexport oriented’
with equat emphasis on diversiicabon from tra-
ditional products inlo new areas or products as
dicigted by the changas in the global market.

ltwas simply o faciiifate the notion of not putiing
alitheeggsintoone basket. ltwas asound poiicy

5

within PNG's context, despite criticisms onthe

in-v/ard aspecls of frade promoticn.

From June, 1886 when PNG joined the Worid
Trade Organisation (WTQO). it was obliged to
review the trade and investment palicies and
relevantregulative instruments, whichwere ero-
motingimport-substitution. Asyouarefully aware,
the non-tariffbarriers suchasimportbans quo-

tas and licensing were abolished in favour of
protective tariffs. The protective tariffs were to
be gradually reduced over time towards the
bound rates.

As a member of WTO and APEC, PNG has
committed itself to reap the benefits of amultilat-
eral open trading system, through greater mar-
ket efficiencies and thereby was required to
tiberalize its market through the maintenance of
an acceptable level of tariff bound rates for both
agriculture and industrial products.

Inthe schedule of commitments therefore, PNG
has bounded the agricultural goods at40% and
the industrial goods at 30%.

By setting the bound rates at 40% for agricultural
products. this would allow reasonable time frame
foragradualreduction of high protective rates for
some of the existing products to acceptable tarift
levels. Atthe sametime, any tariff measures for
a new range of agricultural products will not
exceed the bound rate of 40%.

On the whole, the bound rates are within the

requirements of WTO, where developed Coun-- -+ -

tries are required fo reduce the average tarifi on
agricultural products by 36% over six years whie
developing counties by 24% over a {en year
period.

Giohal Perspective of trade

Let me reiterate the brief details of the Trade
related Agrcuitural Policy Developmente with m
the Global Environmant as it will dictate the
terms i which we are {0 faciiitate {rage.

The Uruguay Agreementrepresents amiiestoneg

in the muttilaterat trading system. For the first” ~

time, agricuiture has been incorporated under
operationally effective rules and disciplines.
Market access and disciplines cn domestic sup-
pontand export subsidies inagriculture, forestry
and fisheries have bean improved under the
Uruguay Round commitments.

Yet improved conditions of competition an op-
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portunities for trade in agricultural products de-
pend on the commitments regarding market
access.

The Agreement on Agricuiture (AoA) is of great
significance, asit has brought agricuiture into the
mainstream of international trade rules. The

three main provisions of the Agreement are
aimed at;

- improving market access;
- reducing domestic support; and
- reducing export subsidies.

The Uruguay Agreement therefore provides a
window of opportunities for all countries to ben-
efit from greater access to world markets by
curbing past production-and trade-distorting
practices and by facilitating more competitive
andfairertrade.

National Perspective of Trade

in becoming a member of the Worid Trade
Organization (WTO), Papua New Guineamade

commitments in its Protocol of Accession or.

Schedule of Commitment on trade liberalization,
including trade in agriculture, within given speci-
fied timeframes. As a signatory to the Agree-
ments, PNG assumes the obligation of comply-
ing with their provisions.

Being a member of the Food and Agricuiture
Organisation (FAQ) ofthe United Nations, PNG
is also required to comply with its obligations
underFAQ.

One of the requirements of the WTQ is that

member countries mustensure compléte com-

pliance and conformity of their trade policies,
regulations and practices with the rules of the

Muitilateral Trading System. Policy reforms in

the three main areas of the AoA - improving
market access, reducing domestic support and
reducing expornt subsidies towards complete frade
liberafization on the basis of non-discriminatory
trade practices (MFN and National Treatment
principles) among alt member countries is non-
negotiabie. Thatis alegal requirement t) effect

trade liberlization to facilitate fairer trade be-
tweentrading partners.

Papua New Guinea has opted for the policy of
gradual liberalization underits APEC/WTQO com-
mitments and is expectedto fully liberalize trade
by 2020.

TRADE POLICY ISSUES

- Importing countries are starting to insist that
imported produce meet Codex Alimentarius
recommendations for quality;

- importing countries are also starting to insist
thatimported produce comply with their sani-
tary and phytosanitary standards inconform-
ity with the General Agreement on Trade &
Tanff,

- Supermarkets in Japan, America and Europe
are imposing quality standards higher than
national standards;

- PacificIsland Countries (PIC) are beginning to
recognize thatinter-regionaltrade in agricul-
ture produce among and between Pacific
nationsis possibie;

- Pacific regional meetings are an on-going |
process to address these issues of trade in
horticultural products. Recommendations
from past meetings highlighted the recogni-
tionby PiCsthat significanttechnical support
will be needed by exporting countries, if they
are to meet the challenges of the newliberal-
ized environment;

- PICs are now mobilizing and consolidating

regicnat support and resources to confront

~ the trade tiberalization challenges andto take

advantage of benefits of freetrade. Issues of
discussion are;

Competitiveness of domestic products against
imports,

Diversifying marketability of products, and
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market access - issues taken up for discus-
sionat WTO meetings by PICswho are WTO

meémbers {current membership:” PNG, Fiji

and Solomon Islands. Vanuatuisin the proc-
ess of accession).

- Positions of the Major Players.

- Nationaland Regional responses to the Major
Issues.

Development of Agriculture

The National Government has amongother poli-
cies and strategies, approved the Smail and
Medium Enterprise (SME) Policy (1998) and
National Investment Potlicy (Vol. 1&2) (1998 and
1999 respectively).

These policies broadly provide the framework for
improved business entironment and increased
investmentin the small holder agricultural activi-
ties, as well as medium and large investments.
The SME Policy calis for actions to be taken to:

improve and increase market access;

improve and increase access (o developmant
finance,

- improve and increase Human Resource De-
velopment;

- improve and increase infrastructurg;

- improve and increase information guality and
avaflablity, and

- improve and ncrease technology input.

Cemplementing this callis the Nationhal Invest-
ment Policy, which is intended to improve busi-
ness environment, in terms of policy, practice
andiegisiationfornvestmantas welias enabling
environment, interms of Businessincentivesto
promote investment and business growth.

CONCLUSIONS/RECOMMENDATIONS

In conclusion, | must state that PNG should
analyse markettrends, market needs/demands,
challenges and opportunities and decide on its
market strategies, if benefits are to be realised.

In terms of Policy Reforms we should give
priority, to progressing effortfrom "vulnerability”
to capability, and concentrate on areas where
we have comparative advantage. Atthe same
time we should develop strategies based on
realistic and achievable goais.

PapuaNewGuinea's strategy should beto place
emphasis ondeveloping PNG'sinternational com-
petitiveness inthe production of goods and serv-
ices, including to agricultural products.

Given the expected increases in the cost of
production in many countries which are experi-
encinghigher standard of living, PNG is ptaced to
compete well in the production of most agricul-
tural goods interms of quantity, quality and price.

it is therefore part of the Ministry of Trade and

“Industry’s responsibilities to negotiate market

access for the traditional and new export crops
if there is uniair market restrictions.

On the other hand, market preferences inlo
regionai markets such as European Union and
other similar arrangements will erode.  This
means that all the producing countries have te
develop their compelitiveness in both the cost
and quality aspects to meeithe market's spacific
requirements, such as standards, guarantine
andhealth regulations.

With this humble presentation, | wish this confer-

grice every sucecess andtnankyow. - - - 0 0 0
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TRANSPORT - KEY TO AGRICULTURE DEVELOPMENT

Honoureble Bart Philimon?, MP.

The Prime Minister, Sir Mekere Morauta; the
deputy Frime Minister and Minister for Agricul-
ture, Horourable Mao Zeming; Colleague Minis-
ters; Departmental Heads; Distinguished Guests;
Ladies axd Gentlemen.

| have been invited to speak here today on the
subject ‘Transport - A key to Agriculture Devel-
opment.

Over the last 25 years we have shown that we
are only good attalking butvery poorin delivering
whatwe sreach about. Whilstwe keep ontaiking
there remains a verylarge unfinished agenda of
development. Right before usisaninsurmount-
able chalengefor each policy makers andimple-
mentors to once and for all to stop the empty
rhetorics year in and out and lets get on with the
job of reaitangible development. Dare | say that
we are the only one believingin ourown rhetorics.
We canbe assured thatthe general publichave
stoppedisteningto us untilthey see government
deliverirg real tangible development and not
empty developmentrhatorics.

Letus be frank with one another. ifwe continue
aswe ars, there is a great possibility that trans-
portwill fail each of our expectation, as akey to
agriculture development,

Let me righlight some facts which the Minister
. for Works and | have continugusly mantionedin
our official statements. The current RAM study
estimates the annual requirements for routine
and perindic maintenance of the national road
network to be between K70 - KO0 million, with a
further K30 - K80 million for specific mainte-
nance, rehabilitation and reconstruction. Forthe
next five years, the budgetary requirement for
the national road network to bringit up to accept-
able level for usage is estimated to amount to

' The Miniser for Transport & Civil Aviation, Papua New Guinea.

K170 million annually.

Bycomparison, the funds actually allocated over
the two years proceeding 1999 totalled only
about K17 million a year. In 1999, K70 million -
was allocated but only K38 miliion was drawn for
road maintenance, an amount still well short of
the identified requirements. For the year 2000
only K20 million has been budgeted.

Maintenance of the National road network has
consistently fallen behind requirements.
Throughout 1990s successive governments
have beenunable to adequately fund road main-
tenance activities. Over the ten years 1990 -
1299 the funds made available for maintaining
national roads average only 32% of the esti-
mated requirements compared with the average
requirementestimated tobe K8,700 perkilome-
tre. AsagainstK2,700 perkilometre overthe last
tenyears.

This isthe sad tale on the national road network
cfwhichthereisaboul 7,400 kilometres. Butthat
is the small poriion of our development effort.
The bulk of the road developmentin the country
is expected to be carried over to the provincial
and districtresponsibilities under the reform. At
presentitis estimated that 16,500 kilometres of
these roads are the responsibiiities of eitherthe
provincial government or the district govern-

“ment. There 2re no accurate datareadily avail-

able on expenditure by provincial administra-
tions for the maintenance of these roads, how-
ever, you can be sure that the situation is worse
thanthe national roads.

As aresultof pastneglect, about a third ormore
of the national road network is judgedtobeina
bad to very bad condition, and two third or more
of the provincial roads are unpassable for parts
of the year. Vehicle operating costs are signifi-
cantly higher than they should. As a conse-
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quence prices are higher which impact directly
on prices of goods and services. These associ-

ated costs are clearly visible'in agriculture sec-

tors and related industries.

Thereis an urgentneed to restore the condition
of our road network to a stable and maintainable
state. Thiswillinvolve extensive upgrading and
rehabilitation overthe next5- 10 years atleast.
Some donors supported projects are underway
and others are planned to help in this process.
Their ultimate success will depend on the coun-
try's ability to fund road maintenance on a sus-
tainable basis and to strengthen management of
thetasks involved.

Almost every sector of the economy has identi-
fiedinfrstructure in general and specifically trans-
port infrastructure as a major factor holding up
development. For the private sector and the
economy toflourish andinvestment to grow, the
government policy has to seriously focus on
maintaining and upgrading transportinfrastruc-
ture. The importance of properly maintained
transport infrastructure cannotbe over-empha-
sised. Properly maintained transportinirastruc-

ture wilt assistin only only reducing the cost of

doing business, but more importantly in resfor-
ing growth in the economy and accass {o sociai
services for the majority of our pgople. The
generally poor guality and limited development of
the nationalread infrastruciure network imposes
significaniconstiaints ontha developrentofthe
Incal transport industry and thareby economic
growth.

The most cbyvious impact ¢f poorly maintained
roadsis a substantiahincrease inihs costofroad
transport. Rates offugl, ol andtyre consumption
and the vehicle depreciation onroughroads are

~ sgniticantiy higher than oniwell maintamsd pave-

ments. nadditionlimits imposed by weak pave-
ments and bridges require the use of smaller,
lass economical vehicles and hampered the
intreduction of more fficient, medarmntrucks.

This trade off between road maintenance ex-
penditure and the vehicle operaling costs is
being examined by a road cost recovery im-

provement technical advice project funded by
the Asian Development Bank.

There is a recognition in government that alter-
native funding sources, other than relying on
annual budget appropriations need to be devel-
opedand adopted. The only realistic alternative
approach is require road users themselves to
contribute to the costof maintenance, eitherfully
or partially, directly orindirectly. Official govern-
ment policy supports this principle of road main-
tenance cost recovery from road users. The
policy has been enunciatedfor severalyearsand
periodically is reaffirmed. The mostrecent state-
ment was made in my ministerial statement to
parliament last month and is contained in the
draft national transport infrastructure develop-
ment plan. The plan's propoal for reform in-
cludes:

a. The institution of a policy of recovering all
necessary routine and periodical maintenance
costs for highways, and

b. The principle thatroad user feesand charges
(the taxes and charges imposed on road
users) should reflect as closely and as prac-
tically the extentofroaduse andread damage
caused by different class of vehicles.

This policy wili require strict adherence in the
operation of a system of road users chargas. An
examination ofthis policy is currently underway
o establish together with institutional mecha-
nism raguired to ensure the transparent and
effective management of the funds generaied,
and their guarantead use on road mainienance
programmes.

The agriculture secter must now considerin its
policy options how the producers of agriculture
products wilt have to deal with the user pays
policy.

The link between agricutture and the mode of
transport as a vehicle to mobilise agricuiture
commodities to increase productivity and effi-
ciency is strong and must be encouraged. The
two sectors must develop detail analysis of the
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links and work towards achieving a common
focus. A common focus would help the two
sectors to depend on each otherfortheir survival
by developing this formulae the two agencies |
believe will be able to recover costs from their
investments.

Thetransport ministry will be launchingits policy
soon anditis importantfor me to highlight some
of the major aspects of the policy with the hope
that you in turn may want to dovetail all your
policies to take advantage of developmentinthe
transport sector.

The objective of the policies will be basically to
provide access for all people, something which
cannot be easily achieved overnight. Encour-
age nationalidentity and cohesiveness, improve
transport safety and assisteconomic and social
security and development. In short, the govern-
ment will emphasise on the most populated
areas and the most economically oriented ar-
eas. Expensiveastheyare, weneedtoraisethe
necessary funds through cooperation with our
private enterprise partners, through privatising
- our transport institutions- where possible and
create an environment which encourages com-
petition and enterprise. We must not pretend,
we need to move towards the principle of ‘user
pays’ to recover the costs of transport opera-
tions white acknowledging the vitalrole that trans-
port plays in development of our national
economy.

Specificalty the agriculture sector must now con-

sider in its policy options how the producers of
agricuiture products will have to deal with the
recognised it should onfy be approved for im-
proving participation in the economy by Papua

New Guinea nationals, and for stimulating per-

sons living in remote areas to participate in the

market economy.
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AGRICULTURE AND THE BOUGAINVILLE PEACE PROCESS

The Rt. Honourable Sir Michael T. Scmare!, GCMG CH NIP

Honourable Mao Zeming, Deputy Prime Minister
and Minister for Agricuiture and Livestock; Sen-
ior officials and distinguished guests; ladies and
gentlemen.

Village-based agriculture is the main source of
food and cashincomesin Bougainville, asitisin
otherrural areas in Papua New Guinea.

Fammers and agricultural officersin Bougainville
face many of the same challenges as their
counterparts in the rest of the country. But
certain challenges are unique to Bougainville.
Some result from the eight years of death, de-
struction and general distruption which occurred
during the pericd of violent conflict from 1989
until the Burnham Truce was signedin October
1997. Others areintegral to peace-building and
the prevention of further conflict.

Sotet me begin by outlining the effects that the
confscthaqh@donAg.suL(Etur i Bougainvilie. |
shatt then suggest how the agriculiural secter
can contribute to lasting peace by peaceful
mgans,

i ghail showwhatisrequirad - andwhat s being
dong - in other economic sectors and govern-
mentactivitiss, inclutingforeign ald, for agricul-
fure to succeed.

Ky conclusionis the same as the policy - objec-
tive | belleve must be pursued. Government at
averyisvel the private secior and the commurity
mustahworktoygetharto ensurgthat sustainable
agriculture helpsto ensure seif-sustaining peace.

eFFECTS OF THE CONFLICT

While public attenticn has tendedto concentrate

t The Mimster for Mining and Bougainville Affairs, Papui. ew
Guinea.

on mining at Panguna, the reality is that agricul-
ture has always been the backbene of the
economy as far as most people in Bougainville
havebeenconcerned.

Agriculture fed and provided cash incomes for
people in rural areas. It provided mcre people
with productive employment. If progerly man-
aged, agriculture, unlike mining, has alvays been
potentially sustainableinthelongrun. Asinother
parts of Papua New Guinea, people have had
regular access to adequate quantities of a vari-
ety of nutritious foods.

Before armed conflict broke out in 1989,
Bougainville was - by far - the largest cocoa -
producing province in Papua New Guinea ac-
counting forover 40% of national cocea exports,
and about 2% of global production.

(‘ocoa notonly contnbutedtothe macro-economv
but - with 75 per cent of total production coming
fromPapua New Guingan smalihoides-itdid so
in ways which were consisteni with such na-
tionai goals as equily and participation.

Home to some of the largest commearcial coco-

nutplantations inthe South Pacific, Beuganvile
was also amajor copra-producer. Again, small-
holders plaved a very significant pait. Village-
based cocoa and copra production was gener-
ally additional to zubsistence agricuture. Veg-
etables and fruit were sold at urban markets i

- Buika and Arawa.

Locally-produced meat came from kunting, vil-
lage pigs, and chicken projects. Fish were 2
further important source of protein. Most
Bougainviiteans not only had enough to eat but
were able to eam a smail cash income. Their
lifestyle was typical of what is wideiy described
as 'Subsistence Affluence’.
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As the gisis spread and intensified from 1988-
89, pubic infrastructure, homes and gardens
were damaged, destroyed-or lefttodecay. Cash-
cropping was increasingly disrupted. Many vil-
lagers erentually abandoned theirhomes, tree-
cropsardfood-gardens andfledtocare centres.

Forthefrst-and, onehopes, thelast- time, food
secuntybecame a widespread concern. Com-
mercial slantations were left to themselves. A
numberof them were eventually taken over by
customzryclaimants. Ineither event, theytended
to be neglected and production wentdown; and
exports sirtually ceased.

Anentire generation of young people have since
grown up withlittle or no experience of gardening
forfood srcash-cropping, and almost no formal
education ortraining. Access to therich variety
of foods previously available has declined. So
have cash incomes.

As peace has consolidated since late 1997,
mostvillagers have returnedto theirhomes, and
begun working in their food-gardens again. Vil-
lage plantations are being cleaned up. Seed-
lings, including new hybrids, are being sown.

Though cocoa and copra production are only
small fractions of what they were before, they
have beanrising - and are still going up. Where
people have - or can borrow - sufficient funds,
cocoa fermentaries and copra driers are being
fepairec, or buiit.

The resuit is that village-based agriculture is
gradually recovering, both subsistence produc-
tion and cash-cropping. Naw crops - including

.............................

harvested. But most large commercial planta-
tions continue to suffer neglect - awaiting deci-
sions or their future. The reality is that a great
dealmorework stillneeds tobe done before pre-
conflictlavels of subsistence and income return.

AGRICULTURE AND PEACE

Both the Lincoln and Ceasefire Agreements

recognise the diverse range of issues they ad-
dress to provide a framework for a comprehen-
sive and integrated approach to building peace.
Neither agreementrefers specifically to agricul-
ture. But agriculture is clearly integral to restora-
tion and development - making it possible for
peopletoretumto theirhomes, to support them-
selves, and tobeginimproving the quality of their
lives. '

Agricuiture can also contribute to peace-building
in other ways. They range from the obvious -
such as producing food for traditional reconcilia-
tion ceremonies - to subtly providing former
fighters, youths andtheir communities with alter-
natives and incentives which give them a direct
stake in peace.

Rehabilitation and further development of agri-
culture can, therefore, facilitate weapons dis-
posal, re-establishment of civil authority, and
other changes required to bring about an early
return to normalcy.

Butresources must be adequate. They should

- be carefullytargeted. AsMinisterfor Bougainville

Affairs, Imust, therefore, pointoutthatresponsi-
bility for agriculture in Bougainville is not mine -
and notthe nationaigovernment's - alone. Suc-

cess in the agricultural sector will require active

participation by business, and support fromthe.
community as 3 whole.

They currently carry them out in consultation
with leaders and groups who do not want to
come under the Qrganic Law - through an
agreement between the interim provincial gov-
ernment andine Bougainvillepeople’'scongress.

Unforiunately, Francis Ona and the hard-core of
his Closest supporters are not party to the agree-
ment, or to the Peace Process as a whole -
though we continue to invite them 1o join in.

The Governoris preparing to hold a public forum
todiscuss priorities for planningin Bougainville.
His proposalhas my full support. The soonerwe
obtain detailed information oncommunity needs
and priorities, the earlier we can try to secure
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resources from the National Budgetand Foreign

Aid Donors- andthe fasterwe cangetonwiththe

job.

An agreed Mechanism for co-ordinating the plan-
ning and impiementation of major restoration
and development activites, including efforts by
Foreign Aid Donors, woutd be another desirable
outcome.

The challenge we face is not simply to grow or
acquire- andthen distribute - seeds or technica)
information, butto provide the agricultural sector
with the other supports it needs.

We must also make sure that every effort is
made to prevent further confiict by learning from
- and avoiding - past mistakes.

They include failure to ensure equity, as well as
adequate opportunities for Bougainvillean par-
ticipation.

- SUPPORT FOR AGRICULTURAL RECOV-
ERY AND DEVELOPMENT

The Cocoa and Coconut Extension Agency is
currently werking cn an ambiticus rehapilitation
projact involving the planting of more than 9
miilion cocea and 100,000 coconut trees. In
addition totha National Government, thie profact
receives substantialin ancéalmdtechn{cafsup--

portfrom & nurnber of Foreign Ald Donors.

Theyinclude the Eurepean Union, AUSAID and
the Uniled National Development Programima

Totaicoslis expectedtobe KE.2 miﬁior: overtwo
years The same pro'ect will el sisi in +he

f“rr\ra_ The ‘Juog tis expeﬂ‘ced wohekK3 8mi _'!_son_
Butrecovery - ana further development - of the
Agricuilural Sector after a major confiictinvoives
more than pruning and replanting. or repairing
production eguipment. It requires many other
Supporis.

In an administration which has not been ahis to

operate properly for more than ten years, build-

be urgent prlortles Financial and other forms of
accountability mustbeimproved, and made fully
effective.

When almost entire generation in some parts of
Bougainville hasmissed outon school, letalone
specialist training, simply recruiting andtraining
qualified people will not be enough. Fresh op-
pertunities must not be allowed to reinforce past
inequities or divisions.

A substantial catch-up componentis, therefore,
essential - focusing on areas, communities and
individuals who have missed out. | am pleased
to say that Bougainville leaders have recognised
the need- andindicated that they will supportan
appropriate project.

Given the lead-times which ptanning, aid pro-
grammes and, especially, educationinvolved, it
is vital that arrangements for such a project are
finalised without delay. Other supports for agri-
cultural recovery and further developmentmust

- receive equally urgent attention.

They include provision of adequate training for
potential farmers, many of whomhave not been
abletogain even quite basic skilis. Inadditionto
fack of experience in planting and caring for
crops, tha difficuities which must be addressed
and ovarcome include widespread inabiiity to
read extension materials, ignorance of book-
keeping, and the absence of basic industrial

SKills.

he adverse sconomic effects the Bougainville
crisis has had onmany local communities mean
that potentisifarmars will, simostcertainiy, need

access to emaitloans. But firslly, the commer-

cial banks which hold deposits from
Bougamviltean customers must do more to re-
leasefundsinaccounis whichbecame dermant
auring the crisis.

They should make themselves more readily ac-
cessible forthe purpose {for example, by send-
ing representatives to tour Bougainvilie). The
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same apglies tofunds held indeceased custom-
e_rs' accounts. They should be released to the
rightfulheirs without further unnecessary delay.

As Minister for Bougainville Affairs, | am deter-
mined {o ncrease the funds available for small
loans for Bougainvilleans who need assistance
in rehabiltating, establishing or developing vil-
tage plantations.

| encourage Foreign Aid Donors suchas AUSAID,
the European Union and UNDP to expand or
develop similar schemes. A related option,
which shouid soon be considered at cabinet
level, corcerns the possible acquisition and re-
distributien of large commercial plantations.

In addition to equipping and supporting farmers
directly, e rehabilitation and further develop-
ment or cash-cropping in Bougainville will re-
quire repair, reconstruction and upgrading of
infrastructure damaged, destroyed, or left to
decay duing the confiict. Needs include roads,
bridges axd wharves.

AUSAID :s currently funding work on the main
trunk road between North and South. The project
provides additional support for the Peace Proc-
ess by subcontracting to Bougainvillean firms
and grouns, including former fighters.

The Eurosean Union has taken responsibility for
feederroads. Where produce canbe movedto
the coast thewharf atKietais now being used by
ships engaged in export trade (Bukais the other
operatioral exportwharf).

Buying-paints for cocoaand copraare function- |

ing at Buka, Wakunai, Loloho, Kieta, Kangu and
Mamagoa. A Papua New Guinean company,
AGMARK, has been licensed to export cocoa
from Bougainville to overseas. Thus, much of
the infrasiructure required to export agricultural
productsfrom Bougainville is now in use, or will
soon be rzady,

The agricuitural sector is well-placed to contrib-
ute to further consolidating peace. The main
question is when other aspects of the Peace

Process will be ready to do the same.

As | have already said, recovery and further
development of agriculture can provide support
for such varied aspects of the Peace Process
as weapons disposal, re-establishment of civil
authority, as well as restoration and develop-
ment generally. But the reverse is also true.

Fammers and agricultural officers require peace,
order and the rule of law in order to work or do
business, especially when it comes to moving
producetomarket. Thejeint policing project with
Australia and New Zealand is making good
progressinrecruiting and training Bougainvillean
auxiliary police.

Consistentwith the prority thatthe Government
has given to strengthening the integrity of State
Institutions and stabilishing the budget we have
tomake sure that graduatesfromthe projectare
givenregular employment and pay.

They must be supported by appropriate equip-
ment, infrastructure (including housing and of-
fices), as well as other key elements of the
justice system, such as courts and correctional
institutions.

Itfollows fromthe comprehensive andintegrated

approach to Peace-Building outlinedintheLin- - ¢

coin and Ceasefire Agreements, that people
who work in the agricuitural and other sectors
must feel safe. It is, therefore, vital that arms
must be removed from the community - and civit
authority must be strengthened - without further
delay.

The government has already made clear how
concerned we are at the continuing failure to
posal, despite the concessions we have made.
instead of moving ahead onanissue which goes
to the heart of mutual confidence-building, we
continue to be met with further conditions and
delays.

The effect of such tactics is not only to hoid up
weapons disposal but to castdoubton the com-
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mitment that certain parties - or, at least, their
tive committee - have for the'péa'cé p'ro'cés's as
awhole.

It is hard to see how far a progressive politicat
settlement can proceed without agreement, at
least, on a detailed plan for removing guns from
the community. Itis even more difficult to imag-
ine how free and democratic elections can be
held until after the guns have been put out of
reach permanently.

CONCLUSION

The aim of my statement has been to highlight
that agriculture in Bougainville faces notonly the
same challenges asin otherparts of Papua New
Guineabutsomethat are unusual, even unique.

Just as peace-building requires a comprehen-
sive and integrated approach, so recovery and
further development in the agricultural sector
depend on other supports.

agriculture 1son the agenda for the nextround of
political lalks - nctspecifically, butby virtue ofthe
powers and functions which the combined
Bougainville deiegation has proposad for an au-
tonemaous Bougainville govemment.

inearty July. myministry convensd an executive
workshop at which moere than 100 heads and
senior officials from aimost sitgovernmentagen-
cies considered the Bougainville leaders’ pro-
posals,

As Minister for Bougainville Affairs, | am obvi-

ously keento see the National Agricuiture Coun-
cil take note of the points | have made in this
statement about the particular neads of agricui-
ture in Bougainville, including the suppois re-
quired from other areas of government activity,
Foreign Aid Donors and the community as a
whole.

| should also like to see the neutral, reqional

peace monitoring group keep-supporting the

‘Peace Process in new and creative ways - for

example, by ensuring that further reductions in -
numbers and increased contracting-outare ac-
companied by procurement of locally-produced
food.

Finally- and, inmany ways, mostpressingly and
importantly - letme invite you allto thitk through
the implications ofthe Bougainville proposal that
all government responsibilities in agriculture
should gradually and ultimately be traisferredto
an autonomous Bougainvilie government.

Onthe otherhand, | would like to alett you to the
issues being discussedin the Bougaiville politi-
caltalks.

Onthe otherhand, linvite you to makeyour views
known - about the extent of any trans’er, and the
scientific, technical or legal safeguards which
the national interest might require.

As officials and advisers of the National Govem-
ment and combined Bougainville delegations
are due tomeet againon 28 August - and leaders

a few days later - | should welcome yourearty =~

advice.

Thank you.
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SUSTAINABLE AGRICULTURAL CREDIT

Beno Boeha!

INTRCDUCTION

This moring we were reminded again of the
importance of Policy and Strategies in Agricul-
ture. ThePrime Minister refreshed our memo-
rnes as to what agriculture should be. And
further,the Acting Minister for National Planning
and Monibring, Hon. Bart Philemon reminded us
thatwestould always plan for economic growth
through agricufture. Itisimperative toremember
that, if we are going to plan for provincial and
district levels of economic development, then
agricufiure must be partand parcel of our devel-
opment policy and strategies at those levels. If
we have acquired financial and technical re-
sources fom donors, then we need to ensure
thatthey are properly utilised inthe areas of most
needed. such as health, education, infrastruc-
ture, fisheries, forestry, and agriculture.

EXPENDITURE PLANNING

My task tis afternoon is to present my views
regardingthe Agricuitural Incentives through Sus-
tainable Agricultural Credit. However, lwouldlike
to begin oy reiterating that every government
musthave its expenditure pianning based on an
annualthree-yearrolling exercise under the Na-
tional Pustic Expenditure Plan (NPEP). This
policy must be adepted as a toot to ensure that

-growthinaxpenditure is directed towards activi- -

ties which the government has designated as
having prigrity in the National Development Strai-
egy (NDS), as was ailuded to earlier this morn-
ing.

Many of you are undoubtedly wel aware of the
aims of the NPEP to link the planning process
withthemacro-economic policies and the budget,

' Director, Nationa! Research Institute, P.O. Box 5845,
BOROKO, N.C.D., Papua New Guinea.

direct public expenditure towards activities that
have national priority in the implementation ofthe .
NDS, and monitor the implementation of the
projects. The current Government has reaf-
firmed that sustaining agriculture is one of its
priorities.

SUSTAINABLE AGRICULTURAL CREDIT

Justwhatis Sustainable Agricultural Credit? To
be able to give an accurate anwer to this ques-
tion, we need to know what is supposed to be
sustainable. Arewereferringtothe agriculture
or the credit? This issue is important and very
serious, notflippant. |am assuming thatitis the
agricultural creditthatis to be sustainable. But
is it to be environmentally, socially, or eco-
nomically sustainable?

Environmentally Sustainable

Ecological Sustainabitity is not an issue that
should be addressed throughcredit. Thisshould |
occurinthe designofagricuitural projects. Nev- |
ertheless, any lender who is supporting a large
agricultural project should check on the environ-
mental impacts of the project to ensure that
these have been addressed in the project de-
sign. Ifthis has not occurred, itmay eventually
render a project non-viable, by raising costs or
making 't liable for compensation.payments. .

Socially Sustainablie

a productive marketing purpose, and not for
personal consumpton. Loans should enable
tevels of production that would not otherwise be
possible.
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Economically Sustainable

To be economically sustainable, credit must

be subject to the recipient's capacity to repay.
Therefore, aloan repayment plan must be bsed
oncash flow budgeting ofincome and expenses.
However, thisis afrequentproblem, particularly
where the borrower’s education is lacking, and
the onus is placed on the tender to be responsi-
ble in notoverburdening the client.

Often, such agricultural credit needs to be on
longer terms than in other business. Forexam-
ple, tree crops can take several years to reach
full yield potential. A problem in Papua New
Guineais thatthe interest rates onloans are far
too high for ordinary citizens to afford. The
presentinterestrate climate is not conducive to
borrowing for any business, including agriculture
andruraldevelopment. Sowhere dowe gofrom
here?

NEXT STEP

There are several things that the Goverrment
and its policy makers may wish to consider.

Rural Development Bank (RDB)

The Rural Development Bank (RDEB) is the ma-
jor player among the ruralfinancial institutions in
PNG. The publicsnd private commercial banks
and cther non-banking financial instidions fol-
low its ieads and polcies. The RDB must
undergo changes to ensure that it becomes an
effective crganisation in its own rignt. Other-
wiss itwilitailto achieve its prime objectives and
is beund (o face a natural death, in due course.

Two Ob}PC{I‘JD” are paramount n afchia'-ving
sustainabiiity of financing, pardicularly inthe rural
areas:

-~ reaching financial self-sustainability: and

- sustaining outreach o the target rural
population.

Financial Sustainability

The long-term financial viability of theROB, and

other financial institutions, which provids funds
through such agricuitural credit schemes, de-
pends largely on each institution's efficiency,
productivity, and support by appropriate policies.
They must show that they will be cost-effective
inthe shortterm, and profitable in thelongterm.
This means that the credit management policy
must made to support the long-term financial
sustainability.

Privatisation of the Rural Developmet Bank

Generally, the performance of state and donor-
sponsored ruralfinancial operations have falien
shortof expectations, and many crediiprograms
have become liabilities to the goverament's fi-
nances. Onthe otherhand, itwould ke interest-
ingto determine whether the profit-driven private
sectoris interestedin taking over the tusiness of
development banking. It is worth noting that
evenincapital richeconomies, the pnvate sector
isusually notvery interestedin venturnginto this
area. inamarketeconomy such as thatof PNG,

 any profitable and viable business wifbe volun- -

tarily set up by the private sector, without State
intervention.

Provious Credit Program

In the past, somea trusts were esicblished by
either provincial governments or fouidations
suchi s the Lik Lik Dinau Abitoreg (L.DAT), the
UNDP assisted Trust Fund in Gorcka, similar
ong in Bougainville, and several others. How-
gver, thair impact has not been asgsessed for
some, butnotothers. Cooperative banking has
not worked in PNG, but there shoulc be new
ideas and initiatives to estab ish suchinstitutions
as & "Farmers’ Bank”, "micro financing” or rual
financial systemsfor lrd.i agriculiurel populous.

The reasons that previous programs have not
worked are because of:

- a shortage of resources and poor recovery,
and
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- rural downturn in, and lack of, support
services, including extension of markets. |
will touch on the latter in my paper later this
week,

Resource Mobilisation

Rural and agriculturai financial institutions may
dependonresourcesthatare mobilished through
savings, softloans from donoragencies, market
borrowings, retained profits, orgovernment budg-
etary support. in the past, multilateral funding
agencies used to provide softloans. However,
they are no longer interested in such arrange-
ments, because of the failure of the bank to
reduce costs and improve recovery.

NEED FOR CAREFUL EVALUATION

The following issues must be properly identified
and addressed before venturing furtherwith new
ideas and models for agricultural financing, in-
cluding theidea of establishing a"Farmers' Bank”
or "micro financing”.

Financial Policies

The prerequisites for any successful agricultural
and rural-based financial system are the imple-
mentation of apropriate financial policy reforms
concerning:

- interest rate,

- credit decisions, based on financial return;
- term nature on lending;

- resource mobilisation policy;

. . . .- .accounting for bad debts; .

- expenditure control, based oncosting studies;
and
costrecovery, including service charges. .

1

Before consideration is given to the adoption of
anycreditfinance program, these policies must
beinplace.

Institutional Policies

Financial institutions musthave a cost-effective

structure and management system in place in
orderto meetthe challenges, and ensurethatthe
ventureisfinancially viable.

The financial and economic viability regarding
institutional cost-effectiveness, and a reason-
ablereturnoninvestmentin orderto have funds
for future loans, must be established.

Viability of Credit Operation

In order to avoid current constraints inthis area,
the viability of any credit operations atan afford-
able and commercially profitable interestrate for
the thousands of smallholder farmers within
PNG is the crux of the problem. This must be
properly evaluated and resolved before embark-
INg on any new financial ideas and systems,
such as the recent micro financing.

Resources for Lending

Sufficient resources must be made available or
mobilised for lending, for the various agricuitural
sector activities. If new financial or resource
initiatives are going to depend on the Govern-
ment, then they could easily repeat past mis-
takes, as occurred with the RDB.

Managerial Capacity

The tree crop industry corporations must as-
sess their managerial capacities, if they are to
take up theresponsibility of financing the agricul-
turat sector.

FINALREMARKS

ifwe are to attain any form of sustainable agricul-
tural credit, it wili also depend on the attainment
of macro-economic, and political stability in the
country. Suchnecessary achievements will ring
interest rates down, and allow credit to begin to
play a major partin rural development. Inturn,
this will enble concessional loans to be sought,
wherever possibie.
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AGRICULTURE POLICY

Kino C. Wenge' and William R. Gwaiseuk?

AND STRATEGIES FOR ECONOMIC

INTRODUCTION

Agriculture including fisheries and forestry being
renewable sectors wiil continue to make long
term contribution to the developmentof PNG and
its people. The issues for agriculture must be
considered beyond technical horizons and bi-
ases to embrace a wider vision of encompass-
ing both locat and export market. The domi-
nance of the sector is evident in terms of food
production, foreign exchange earnings, income
generation, creating market forindustrial sector
and continued employment opportunities forthe
bulk of the population.

(n PNG under 20% of the population live in and
around urban centre and development areas
such as agro-forestry, agricuiturai land settle-

ments, minas, gas, major roads projects, dam

projects by ELCOM and satellite townships.

There is a definite trend of people migrating
towards urban andwithinrural areas inssarch of
social and economic opportunities. If this dan-
gerous trend continues, by the year 2025 any-
thing fromy 40-50% will ive al those lecalities.
Thisrepresents animmense challenge for food
security, poverty aileviation, especially asthaper
capita foed production and supplyis decreasing
and the propertion of undernourished paopie
living m the rural areas increasing.

The 'ap'pa'rér‘.'t reactionofthe ihcfefas'in'g popula-

fion is the development of intensive farming
systems, based cnhigh-valued crops, fruits and
smail hvestock. These farming system have

' First Assistant Secretary, Policy Planning and Co-ordination
Division. DAL, Bex 417, Konedeobu, NCD

2 Director, Economic Research Policy Planning and Coordina-
tion Branch, Policy Planning & Coordination Division, DAL,
Box 417, Konedobu, NCD.

distinctcharacteristics, opportunities and inter-
actions. They have already emerged in all the
majorcities, towns and mining townships, project
areas and overinrural areas of PNG.

The new generation of farmers have demon-
strated their ability to adopt new technologies.
This has been shown by the acceptance of new
crops, large scate farming practices, mechani-
zation, irrigation and use of fertilizers and pesti-
cides. Commercial farmers of varying sizes on
communal a nd private land have emerged un-
dertheimpact of favourable market prices. Due
to limited resources and various constraints,
ruralcommunities are finding itmore convenient
to co-operate in agricultural schemes where
they realize that further fragmentation ofland and
othe resources is not economically viable.

The government policies for agricuiture is de-
vised with the view of ensuring that agricullure
remains the mainstay of the economy wath ad-
equate resource supportto promote sustainable
growth, and increase in rurat employment. The
policies recognize the limited role of the govern-
ment but promote greater pariicipation of the
communities and the pnvata sectorwith Gevern-
ment playing a catalytic role. The focus is on
getting greater effeciivenassinthe sector through
networkingwith stakeholders.

AGRICULTURE POLICIES

tis ghvious that the agricuiture sector will con-
tinue to e one of the mostimportant sources of
income and empleyment, andthat development
in this sector can empower people to sustain
livetihood and reduce law and order probiems.
The sector's policy is to ensure the viavility of
agricultural production and marketing, sustain
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growth, increase income generation opportuni-
ties and improved rural standard of living.

Four areas are given high priority and represent
the key elements of PNG's agriculture develop-
ment programs.

- The first is the equitable delivery of quality
agricultural development services, including
fisheries and forestry.

- The second is to increase food security and
nutritional levels of those involved in the sub-
sistence agricuiture with limited cash crop
production.

- The third is the development of the export
commodities, including diversification into al-
ternative cropsinorderto reduce vulnerability
to pricefluctuations of the traitional exporttree
crops.

The fourth is the development of downstream
agro-processing of agriculturalcrops, fisher-
ies, timber and other resources, including
cottage industries.

Goals of the Department

The Departmentof Agriculivre as thelead agency
facititating the agricuitural developmenthas pro-
duced a "White Paper on Agriculture”, which
stipuiates sectoral policies 1997-2001. {tis cur-
rently being reviewedwithindustries and sectorat
consultations. The DAL has pursued the follow-
ing goals followed by broad policy objective and
general strategies with the aim to:

- Increase the productivity and production of
agriculturalcommodities andimprove sectoral
GDP contributicn.

- Improve the delivery of services by restructur-
ing of institutional arrangements including
privatization and corporatization.

- Support the expansion and diversification of
commodities for export and import replace-
ment. -

- Improve and expand production of food crops
and livestock to enhance national food secu-
rity and meet local nutritional requirements.

- Encourage people in less developed areas to
participate in the cash economy.

- Improve self employmentopportunities among
the rural people to help minimize urban drift.

- Ensure agriculture has a broader and sustain-
able production base.

Encourage the private sectorto play a greater
role inthe agricultural development.

Ensure highest standards of agricuttural re-
search, ptant and animal health and quality
of produce.

- Facilitate the development of human re-
sources of the sectorso as to meetthe needs
ofthe changing economic and social environ-
ment.

- Ensure that the agricuiture development is
enhanced with minimum adverse environ-
mental effects.

General Objectivas

The Government recognizes the importance of
agriculture in the economy and the potential it
offers to create sustainable income and employ-
ment opportunities. Agriculture is apriority sec-
tor and the aliocation of available Government
resources mustbe increased to reflectthis sta-

.........................

tives for the period, Z000 to 2010 shait be to:

-. Foster more balanced develogment of the

sector in order to generate broadly based
rural income and employment, reduce rural
poverty, improve food security, and promote
sustainable naturalresource utifization.

- Give urgent attention to alleviating more seri-
ous constraints to ensure sustainable agri-
cultural growth.
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Concentrate efforts on investment programs

with hgh economicretumns in production, ex-

ports, income and employment with minimat
adverse effects on the environment.

Create environment conducive to encourage
greater private commerical sector participa-
tion, especially removing macroeconomic
policies thathamper agricultural growth.

Ensure development of human resources for
them to participate productively and improve
generairuralwelfare.

Improve the efficiency and internationat com-
petitiveness of traditional exportcrops by rais-
ing smallholder productivity and product
guality, and by lowering production and mar-
keting costs.

t

Assistfarmers inusing any reasonable oppor-
tunities for efficient diversification ofthe agri-
cuitural productionbase, both forimport sub-
stitution and exports.

Strategic Objectives

Maintain a macreeconosmic environment and
mcentive regimes that do not discriminate
againstagricutiuralgrowth,

- Improve the effectiveness of publicinstitutions,
programs and expenditure for agricuiture;

Fosier greater private sector participation in
capital investmenis and in the provision of
agricuitural suppori services where itis eco-
nomically viabla,

- Promotz investments that offer opportunrities

for new expont earnings and efficientimport
substitution, and

- Address the deficiencies in agriculiurat pro-
duction, suppoert servicas, delivery systems,
and in the physical and economic infrastruc-
ture.

t

Constinue reforms to corporatize agricultural

services inthe major exporttree crops indus-
tries for efficiency and release scarce Gov-
ernment resources to other sub-sectors.

- Revitalize research and extension services
delivery systems through DAL reforms.

- Advance human resources development to
avail more productive agricultural workers.

Increase food productionto attainfood security
and reduce dependence onimports.

- Diversify the agricultural production base
through improved crop and livestock tech-
nologies. downstream processing, etc.

Conduct applied researchtodevelop technolo-
gies relevant to agricultural production sys-
tems and are environmental friendly in PNG.

improve the quality of animal and plant health
through reforms to provide necessary re-
search and inspection services.

Improve incentive programs e.g. smaliholder
credit, transport subsidies, agricuitural taxa-
tionreqgimes, stc.

Tha Public InvestmentProgram (PIP), withcom-
medity project agpproach, has bezn the main
vehicle DAL employsin addressing some of the
constramts facing agricuiture. Howaver, effec-
tivereafization oftnesa probiemsdepsnds largely
on the availability of funds, skillzd DAL staff,
farmers and other agricultural workers and the
gifective linkages 'o be estabiished under the
new Governmenireforms.

Current Policies

Agricuitural growth is essentiat for economic
development and being the primary sectorithas
to take a teading role in economic transforma-
fion. Being the most prominent sector of the
economy it will continue o provide the market
for industrial and service sectors.

- Intensive agriculture offers better scope in
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increasing productivity and for future expan-
sion and sustainability of the sector. Modemn-
izing the sectorwill solve some ofthe persist-
ent problems hindering growth in the sector.

- Crop diversification by developing alternative
cashcrops like spices and condiments, fruits
and nuts should be encouraged to broaden
sectoral production and exportbase.

- Improving production and productivity both
traditional andintroduced food crops and live-
stock subsectorsisanimportantpriority area
forfood security and as an alternative source
of cash.

4

Revitalization and rehabilitation of the pianta-
tion sub-sector in order to increase produc-
tion, productivity, employment, income and
improve livelihood of the primary producers.

Smalihoider farming incorporating improved
technology andtraditional farming systemwill
remain the main focus of sectoral policy to
supportcommercialization of the primary pro-
duction, processing and marketing.

- Appropriate policy interventions are neces-
sary to modernize and commercialize the
sectorin order to aclivete private sector par-
ticipation.

- Papua New Guinea Food Security Policy
approved on24""May 2000by National Parlia-
ment should get necessaryresource support
for fullimplementation (2000-2010).

STRATEGY FOR AGRICULTURAL DEVEL-
OPMENT

The need to raise the profile of women

This is one of the key issues of immediate
concern facing PNG as we enter the 21st Cen-
tury. Despite the multifaceted tasks that our
mothers perform, their works often go unrecog-
nised, and they lack the leverage necessary to
gain access to resources, training and credit.

By directly empowering our womenfolk, they
¢an have an impact on improving national food
security andrurat development.

Accelerating Agricultural and Rural Devel-
opment

Improved infrastructure, increased economic

activities inthe cities and mining areas, increased

plantation agriculture, more industrial deveiop-
ments etc, have beenlargely responsible forthe
rapid growth in national food production since
independence; managing to keep pace with
popuiation growth. Despite this, chronic under-
nutrition persists in many rural areas. Eliminat-
ing hungerwillrequire concerted effortsin accel-
erating agricultural, rural agro-forestry, health
and other rural development in those areas.
These developments must be built on ecological
principles so that the natural resource base,
biological diversity and the forests, which are the
ecological base for food security, must be pro-
tectedforthe present, as well as theirfuture use
by our children.

LandMobilisation
Since 98% of the rural population own land, it is

absolutely imperative for pragrammes to mobi-
lise rural participation through farmer organiza-

ion. This will overcome land tenure problems -

which has detrimental affect on rural develop-
ment.

Land Capability Assessment

Land capabillies assessmentis a very impos-

water andland resource developmentinciuding
an assessment of priorities accorded to re-

_spective regions and areas within the country.

The govermment shouid encourage andtacilitate
the agro-ecological approach to sustained land
use and land development, ensuring that any
large scale tand development for agriculture is
based on land capability for particular land use
type which is economically viable and environ-
mentally friendly. Smaliholder farm structure
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and land patterns should adaptto the duai objec-

tives of increasing food production and promote

a wider distribution of benefitof aganan progress.

Water Resource Management

Water scarcity has presented itself as a critical
constraint to food production. This hasbecome
quite clear during the 1997/98 EI Nino drought.
The use of appropriate technology to improve
water harvesting, conservation and manage-
ment for human, livestock and agricultural use
could contribute to national food security, and
increase the marginal value ofotherwise unpro-
ductivelands.

Reforestation

Forests and trees play a crucial role in fuel
wood, and indirectly they improve agricultural
production, increase incomes and improve ac-
cesstofood. They are a veritable storehouse of
biciogical diversity and maintain the ecolegical
base for food security. The socialand economic
impacts of wholesate deforestation in the fow-
lands and devegetation of fallowed agricultural
areas needs addressing. Reforestation pro-
grammes must be started in all these areas.

Aguaculture

Fish are becoming animpaoriant source of both
food and income to many peopiein FNG. Inthe
highland areas indland fishfarming has spontane-
ousiyemerged as an economic activity. Thereis
considerable potentialto expand on aguacultural
farming it order to improve food security and
increase household ncomes.

NewLivestock

There is also considerabie petential for expan-
sionoflivestock production. Livestockproducts
contribute in & big way to househcld incomes.
New Species and breeds of livesiotk such as
rabbits, urkey, geese, guinea pigs, viliage chick-
ens etc need to be tested.

PostHarvest Technology

harvested, culled or slaughtered, whathappens
after that often determines toalarge extentwhat
price the farmer receives for his farm produce.
Efficient village based processing, distribution
and marketing systems can make a vital contri-
butionto food security, nationalemploymentand
improve incomes for rural families.

Furthermore, with the changing lifestyle into a
dependence on cash economy, technical ad-
vances in food processing and preservation is
required to process food to enter the market
place and make it accesible to all at a minimum
cost.

The list could go on, but the aforementioned
development issues will suffice as important
indicators or benchmarks that must cail for a
concerted effort towards developing an agricul-
tural programme for the major project areas.

The Depariment of Agriculture and Livestock
nership, alliance and networking in service deliv-
ery. The primary objective of the policy is to
increase and diversify food production, process-
ing, preservation and marketingin PNGinorder
o achieve greater self-sufficiency in food and
attain higher food secunty at the national and
householdtevels by the year 2010,

Legislative Review to Coordinate Sectoral
Managorient

We are alsoreviewing allihe legislations govern-
ing operations of secioralagencies to bring about

harmony in legisiation fo ensure a coordinated .

approach to develocpment. The Department is
aiready restruciured and is regionally basad to
assistprovincss and the mdustries thatarerep-
resented here. We must deliberately enforce
and enhance partnership and continue to work

together on improving the extension delivery
systems.
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Food Security

Food Security is defined as a state of affairs
where “aff people at all times have access to
safe and nutritious food in sufficient quality
and quantity to maintain a healthy and active
life”

National Food security includes both adequate
domestic production of food (food self-suffi-
ciency) together with the capacity to import to
cover shortfalls in domestic production to meet
the needs of the population. It entails issues
ranging from food production, distribution and
marketing, preparation, processing and storage,
to population and health, education, employment
and income, roles of women, environmental
concerns and sustainable resource manage-
ment.

The policies bring into clear focus work pro-
grammes to enhance food production and
strengthenits capacity to ensure: conservation,
improvement and sustainable utilization of natu-
ral resources, including land, water, fisheries

and genetic resources for food and agriculture.

The policies also clearly define the roles and
responsibilities of all key players to strongly en-
force a multi-sectoral partnership inthe conduct
of the National Food Sedurity Work Program.

CHALLENGES AND CONSTRAINTS FOR
FUTURE POLICIES

Major challenges facing PNG inincreasing do-
mestic foed production and improving food se-

-curity. gre decreasing/insecurae .world, market
prices forthe majorexport crops (cocog, coffee,
rubber,plam oil), the increasing demand for food
imports (cereals, beef, mutton), environmentai
degradation (deforestation, soil erosion) and
marginalization of the rural poor. Government
has identified a number of key constraints to
overcoming these challenges:

- Poor transportation infrastructure system hin-
ders market access distribution system and
dissemination of new technology and market

information;

- Inadequate resource allocation to the agricul-
ture sector: the share of national govermment
resources to the Department of Agriculture
and Livestock continues to decline, from 9.3
percentof the total nationalbudgetin 1985 to
approximately 2.0 percentin 1994,

- Current public service terms and conditions
are not conducive to employing andretaining
high quality and experienced professional
staff in rural areas,

- Low productivity and production of agriculture
crops, closely related to low farmer commit-
ment. Both are results of unstable yields. fow
farm management skills, insecure market
mncomes, a lack of farm cooperations and/or
co-operative, inadequate credit schemes, and
social and cultural obligations, laws and, es-
pecially, landtenure arrangements.

- Unstable yields as a consequence of increas-
ing soil erosion, declining soilfedility, increas-
ing disease and pest pressure as results of
the extreme weather conditions and land-
scape, the lack of agricultural inputs and
appropriate machinery (for land preparation
andirrigation), partly related to unavailability
of creditfor the majority of farmers andthelow -
farm management skills (in economic and
technological terms).

- Peorinfrastructure, high preduction and trans-
port costs, tack of downstream processing
and market related insufficiencias.

- Lawiessnessinrural areas prevents villagers

from working their gardens and aiso in-

creases costs particutarly for plantations,
buyers and processors,

- Cultural related constraints preventthe founda-
tion of farmer co-operative, lead to fire haz-
ards and are the major source of land dis-
puies.

- Farmers arenothomogenous, hence specific
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needs analysis is required to address the
_issues.

- The new organic law on Provincial and Local
LevetGovernment clearly delineates roles for
national, provincial and district administra-
tions with respectto development, co-ordina-
tion and imptementation of policies and pro-
grammes. Foranyimpact to be realised, the
role of local level governments must be ac-
knowledged as these are institutions that are
able to articulate grassroots demands and
make inputs into national policies.

Unfortunately, the devolution of powers to the
districts and local level governments under
the recent reforms have not been effective
and they are not able to mobilise sufficient
resourcesto provide services tothe commu-
nity.

Giventhe key position of the agriculture sectorin
PNG, we need to ensure that this sector devel-
ops on a sustainable basis, which will enable it
to continue providing for an increasing popula-
tion; and to reduce food imports.

These objectives can only be met by improving
infrastructure to allow access to markets; ex-
panding the production of sustainable and com-
mercialcrops andlivestock threugh diversifica-
tion and value adding, providing appropriate
macro-and micro-sconomic policies and struc-
tures {o give a practical periormances to altow
condinued growth in the sector

COMCLUSIONS

The Govarnment's palicy initiatives are aimed at

practicaiways of raising efficiency of production,
making agricuituralbindustries more competitive,
and {0 involve our people in productive uses of
their traditional iands.

Agriculfureis a renewable resource and as such
it can make long term contribution to reducing
iaw and order problem The policy and decision
makers must reason beyond the technical hori-

zons and biases to embrace a wider vision of

.agriculture encompassing boththe local and the

export markets. We need to recognize that the
bulk of the agricultural activity in PNGis subsist-
ence agriculture based ontraditional group land.
We must acceptthe true food producersin PNG
are women and that it is women of this Nation
who need supportand information if productivity
is to improve.

The agriculture sector is recovering from the
recent effects of the prolonged drought and and
theextensivefrostofthe 1997/98 El Nino Effect.
Food supplies from food gardens are increasing
rapidly as more gardens are cominginto produc-
tion. Tree crops production is also improving.

The agriculture sector is at the threshold of a
new era. Th challenges facing the sector re-
quires a collective effort by all, to seriously ad-
dress the constraints to production, delivery of
essential goods and services, and the basic
support that the farming community require to
realisze the stated sectoral goals and objec-
fives. All stakeholders in the agriculture sector
must pursue practical goals in developing agri-
cuiture. There are areas wherewe canneverbe
competitiveinthe global marketplace, butthere
are others where we can not only compete but
excel. We need to solve micro-economic is-
suas atihe village lovel and community level, as
well a8 addressing the jargar macro-economic
Issues of world trade.

The hudasiary supportic the agriculture sector
hasbeaendeclininginrecent years. Howsverthe
Government continues 1o require the DAL to
support the Commodity Boards and Industry
incorporations thathave been created aspariof
the overall sectorai reform. 1t is.the Covemn-
ment's expectation that thig institutions wiliba in
the front-line to deliver essential services like
research, extension infermation, marketing ad-
vice, pest and diseases control measures, and
provisions of credit o our farmers.

Our farmers of today are much younger and
better educated than before, and hence require
a much higher level of technical suppost,
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through more organized and well staffed re-
search and extension services. Over the next
six months the DAL is anticipated to be fully
reorganized so that it can maintain complete
monitoring of the performances of all agricultural
institutions to ensure that their programmes are
directed towards the Government’s central ob-
jective of ensuring viability in the sector and
sustained growth toincreaseincomelevels and
rural standards of living.
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Alkan Tololo"KBE , R. Ghodake? and V. Kambori?

I. INTRODUCTION

in Papua New Guinea, agriculture remains the
main source of livelihood, employment and in-
come for eighty percent of about4 million people.
infact, agricultureis the way oflife in rural PNG.
Many forums and consultations over the past 25
years have clearly established that the agricul-
tural development is the key to the socio-eco-
nomic development and hence to the overall
humanwelfare in PNG. This does notneed any
more emphasis.

However, intoday's presentation, we dowishto
emphasise the importance of agricultural re-
search, and demonstrate howwelltargeted and
effective agricultural research can contribute to
the improved productivity, efficiency and
sustamability All this is the heart of the entire

process of agricultural transformation and socio-

aconomic development.

Agricultural research is one of the most impor-
tant catalytic factors 10 belp acceierate the pro-
duchivity of ail other factors of production in the
economic growth. Studies in many countries,
including PNG, have shown thal agricuitural re-
searchis a very attractive form of public invest-
ment and can give rates of return in the order of
35% or more {(Menz 1884}

Particularly impertant is to note that PNG has
unique agro-ecological environment, biclogical

diversity; rugged iandierram, andisinhabited by -

urigue people vath diverse sccio-cuitural back-
ground. Therefore, we have unigue needs for
agricultural research and development. Such
needs cannot even partially be met through re-
gionalorinternational efforts.

'Chairman, Nahonal Agncuitural Research Institute Councit.

2 Deputy Director-General and Director-General, respectively,
National Agricultural Research Institute, Lae, Papua New Guinea.

Therefore, Iregard agricultural researchinPapua
New Guinea as highly essential. It needs to be
recognised as long-term economic and social
investment for the growth and sustainability of
the agricultural sector as well as of the entire
nationaleconomy.

Before going on to the focus for agricultural
research in PNG. we wish to provide a brief
overview of the National Agricuftural Research
System in PNG- called NARS.

II. THE PNG NATIONAL AGRICULTURAL
RESEARCH SYSTEM

The history of NARS in PNG goes back to the
establishment of the Lowlands Agricultural Ex-
periment Station, at Keravat, in 1928, and the

‘Highlands Agricultural Experiment Stationinthe *

Aiyura Vatley after the World War Two. During
the 1850s. research stations were established in
Central, Morobe, and the Western Hghlands
(Charies 1082).

Since then the NARS has changed and ex-
pandad. Prior 10 1580 the bulk of the agacultural
research in the country was carried out by the
then Departiment of Primary Industry, now the
Departmentof Agriculture and Livestock.

In the early eighties, afier a major review of the
Department's crep research programme by the

Research (ISNAR 1982), the NARS in PNG was
substaniially reorganised (Sitapai ef al. 1994).
Commaodity-specific research institutions, as-
sociated with thair respective commodily boards,
were established. The PNG Qil Palm Research
Association was the first te be formalised, fol-
lowed by Cocoa and Coconut Research Insti-
tute, and then Coffee Research Institute. In
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1991, Ramu Sugar established a sugarcane
breeding centre, and has since expanded into
otherrelated disciplines.

The responsibility for research into food crops,
alternative cash crops, spices and essential oils
and livestock remained a function of DAL until
the recent establishment ofthe National Agricul-
turat Researchinstitute in 1996, andlaunchedin
1997. Theformation of NARIwas considered to
be one ofthemajordevelopmentinitiativesby the
PNG Government to contribute to and bring
about sustainable development in the agricul-
tural sector (DAL 1996).

Besides, the other bodies undertaking some
formal agricuitural research are:

1.  Department of Agriculture and Livestock,

2. PNG University of Technology throughiits

Departments of Agriculture and Applied
Sciences, and the Bio-Technology
Centre,

TrukaiIndustries,

Fresh Produce Development Company,

Wau Ecology Institute, and

Two Technical Missions: one from the
Republic of China and another from the
Mainland China.

o 0hw

Several Non-Governmental Organisations
(NGOs) undertake some research, while the
farmers themselves undertake a vastamount of
nen-formal trials and testing of new ideas and
material.

The major agricultural researchinstitutions and

{Ghodake 18398a}). The linkages of these re-
search institutions with extension, farmers and
deveiopmetn are depicted in Figure 1.

ll. FOCUS FOR AGRICULTURAL
RESEARCH

Althoughour presentation onthe "focusfor agri-
culture research in PNG" has emanated from
the NAR!'s perspective (NARI 2000}, it covers

and represents the overall perspective of the
entire NARS in PNG.

The overallfocus forthe agriculturalresearchin
PNG will need to be on addressing the key
national development issues. Therefore, the
focus has been and will continue to be on tech-
nology development, knowledge creation, and

information dissemination on such issues. '

1. First such issue being, ensuring supply of
adequate quantities and qualities of balanced
food and nutrition - calories, protein, essential
vitamins, etc. for healthy life for people inciud-
ing producers and consumers;

2. Second being, generating employment and
improving income - both cash and non-cash
- so0 as to empower the people including
preducers and consumers to have accessto
the higher standard of living and well being;

3. Third being, increasing efficientuse of natural
and man-made resources such as land, la-
bour, capital, skills, and genetic diversity,
throughincreased productivity perunitofthese
resources,

4. Fourth being, improving benefits to the less
privileged people such as women who have
been a neglected lot in the development so -
far, staying in economically depressed or
environmentally threatened or marginai and
lessfavoured areas; 50 as to advance social
welfare and equity; and

S5  While doing all these, the fifth issug i1s of

suastoassure the long-term sustainability of
these resources not only forthe present gen-
eration but also for the generations to come.

However, we must note that all these cannot be
realized simuttaneously and with equal focus
and vigour. Therefore, focus must be weighed
and balanced to ensure the optimization of the
overall human welfare - the ultimate indicator of
socic-economic development.
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Having presented the overall focus, now | wish

.to give our perspectiveonthestrategic approach.

to research, and some currently focussed
areas of research in PNG. First to begin with
approaches which are ten in number.

IV. STRATEGIC APPROACH TO
RESEARCH

4.1 Applied and Adaptive Research

The first strategic approach is that agriculture
research in PNG is basically an experimental
and adaptation programme. Most is applied,
problem solving, and need-based. The aim
generally is at striking an effective balance be-
tween the use of farmer's existing and indig-
enous knowledge, and adaptation and applica-
tion of establistied scientific principies.

This is done by adopting a systems approach
andconductingresearchthrough multidisciplinary
research teams, so that all aspects of the farm-
household system andits environmentare con-
sidered and captured.

4,2 Research-Developmaent Integration

The second appreach is thet by virlue of its
applied andadaptive nature, agricuture research
in PMG must essentially ba orientea to and
integraied into the overall development of the
agriculiuie sector and the national economy.
Research and developrnent procassas must
encompassidentification of constraints and op-
portunitias; and techinology generation, edapia-
ton and dissemination. Thefocusis requiredto
be on the testing and validation of integrated

production and marketing systems, technology

gtilisation. and enterprise developmant.

A mechanism of gui-reach programme s being
developed under NARI, wherein adaptive re-
search, farmer/extension training, andinforma-
tion and Haison are to become centrai focus,
through wiich researchers, farmers and
extensionists will interact {0 generate, share
and use knowledge.

The key manifestation of developmentintegra-

-tion is an effective.demand as assessed on the

basis of.

1. First, the market parameters in terms of
quantities, prices and dynamics of all these;

2. Second, the household needs to consider
subsistence, safety-net, taste, preferences,
and household food security for both produc-
ers and consumers; and

3. Third, the domestic and international trade to
account for various dimensions such as ex-
port,import, foreignexchange, selfreliance of
the agriculture sector,and nationalfood secu-
rity.

4.3 The Smalltholder Focus

Now coming to third approach. Most of the 85%
of the population, who are dependent on the
agricultural sectorin PNG, are smallholder semi-
subsistence/ semi-commercial farmers. These
farmers are and will be the main source of
agricuitural growth, employment, foreign ex- .
change, unproved income distribution, overall
rurai development and broad-based socio-eco-
nomic development.

1. Therefors, the smaliholder agriculitraneeds
t0 be transformad through incraased on-
farm productivity, and thal reguires a signifi-
cant, wel-targeted and effective agriculiura
research;

2. Theincreased integration of the smalihotder
sub-secter inio the market 2aconomy is oru-
cial to ensure fair compstition and efficient
use.ofresources; and-

3. The smalihcldars need help on appropriate
knoewledge and information to work towards
food security, commercialisation, market in-
tegration, and sustainability of proguction.

This wili require that agricultural research and
information must focus on the needs of the
smallholder farm families. Research efforts of
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NARIand, toalarge extent, of export commodity
institutions such as Coffee Research Institute
and Cocoa Coconut Research Institute, are di-
rected towards the smallholder semi-subsist-
ence farmers.

4.4 Stakeholder Participation and Partner-
ship '

[n order for research to be cost effective, rel-
evant, and impacting the development; it must
be participatory with farmers and stakeholders
and be conducted in partnership with private
sector, NGOs, women groups, commaodity or-
ganisations, provincial governments, develop-
mentalinstitutions.

This includes the involvement and participation
byfarmers, especially smallholder farmers, in all
the stages oftechnology development and adop-
tion such as problem identification; design,
testing, adaptation of technology; and, to an
extent, in evaluationand impact assessment.

This will also require forming partnership and
forging alliances with national, regional orinter-
national institutions, organisations, groups or
individuals that are working to address similar
needs.

4.5 Agro-Ecological Basis

Farming regions in the country vary widely in
terms of diversity in its natural resources, agro-
ecological environment, and socio-culiural fac-
tors (Ghodake 1998b). Applied agricuitural re-
search must, therefore, be regionally based in

develop and adapt appropriate techniologies and
- informationfor different agro-ecolegical regions
ofthe country. This will effectively enable mate-
rial and methods to be tested and adapted in
localised areas and in the farmer environment.

Researchers willneed to be working directly with
selected districts in each agro-ecological zone
and will need to be contributing to district
develpment plans. This is consistent with the
decentralized approach to development,

adopted under the reformed systems of provin-
cial and local level government.

4.6 Use of Indigenous Knowledge and
Locally Available Resources

PNGagriculture has evolved overcenturies, and
is based ontechnologies and methods designed
by farmers on the basis of their experience and
informal experimentation. Techniques and knowl-
edge emerged to suit discrete environments,
cultural values and available resources. indig-
enous knowledge has anumber of strengths and
cancontributeto contemporary needs (Hardaker
etal 1994). Thisknowledge willhave tobe taken
into account in the design and modification of
new technologies and options. Similarly, locally
available resources such as soils, fodder and
skills must be optimally used for improving pro-
ductivity and efficiency.

4.7 Environment Friendly and Culturally
Acceptable Agricultural Technologies

In view of the increasing concern for environ-
mental protection, resource degradation and
exploitation, and adverse effects on human wel-
fare; the emerging research will need to con-
sider all such negative implications both in the
short and long run, white designing new tech-
neicgies and methods. This means priority to
work on technologies such as biological controf,
integrated crop and pest management, organi-
cally grownfood, sustainableland management,
use of geneticpotential, and optimum soil-water
use.

ST Tl T T T

the farmers and must be acceptable to them.
This will help preserve the strength of traitional
agriculture and contribute to heaithy human life,
leading to sustainable growth and develop-
ment.

4.8 Export Oriented and import Replace-
ment Technologies

Strategies to improve the PNG economy in-
clude diversification and expansion of agricul-
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tural exports and reduction in agricultural im-
ports. PNG currently importsinthe order of K500
million worth of food products and agricultural
inputs annually.

Agricuttural research must focus on technolo-
gies and opportunities that will help the Nation
diversifying and expandingits agricultural export
and, where appropriate, in replacing imports of
food items and agricultural inputs. Some
examples include research on livestock stock-
feed, export-tree crops, fruits andnuts, grain
crops such as rice, com and peanuts; and a
number of minor crops both indigenous and
introduced.

V. CURRENT FOCUS FOR AGRICUL-
TURAL RESEARCH IN PNG

Prioritising and focussing of agricuitural re-
searchis continuous, iterative anddynamic proc-
ess. The current knowledge and perception
allow us to highlight the following 11 areas of
the current focus for agricuitural research in
PNG.

5.1 improved Preductivity and Production

Primary focus of agriculiural research has
beenon improving and sustaining productivity
of crops, livesiock, and farming systems
throuah improved husbandry practices, dbetiaer
past management, and high yielding maierial.
This focus will continue for all crops including
staples and vegatables, and livesicck species.
Focus will aiso be on increasing production,
espedizliyierthe establishad and emerging ex-
port Craps.

5.2 Integrated Crop/Pest Management

Trepical PNG environment is congenial to crop
production and is equally congenial to pests,
giseases, angweeds, wiich cause heavy crop
losses both in quantity and quality. Research
focus has been and will continue to be on devel-
opment of integrated pest and crop manage-
ment practices, including biclogical controt. cuii-

tural practices, pltant tolerance and resistance,
plantderived pesticides, and selective chemical -
control.

5.3 Crop Diversification

Research on identifying and introducing new
and emerging crops to become alternative
sources of foodand cash has been undertaken
for some time. This focus shall continue on
crops like vanilla, balsa, okari-nut, galip-nut,
cashew-nut, mangoes, spices, and on grain
Crops such as rice, corn and peanuts. All as-
pects of these crops will need attention, includ-
ing post-harvest, processing, quality assur-
ance, and marketing.

5.4 Export Tree Crops

The past research focus in the export-tree

crops such as coffee, cocoa, coconut and oil-
palm, was onproductivity through crop manage-
ment and plant breeding, and pestand disease
management. However, smaltholder productiv-
ity did not improve significantly, and certainly

~has a big potential. Therefore, increaseing

attention is nowfocussed onimproving produc-
tivity of smallhclder farming systems, control of
pests and diseases, quality assurance, design-
ingnovel praciices for smatl-holders, and some
work on post-harvest drying and processing.
Efforts will aiso continue on the crop improve-
ment for quality, pest and disezze tolerance,
andiniensive inpuls.

5.5 Small-helder Vitlage Livestock

Smallhiclder village flivestock has the potential
tc address the present level of low nutrition

{protein), income, and sustainability in the rurat -

PNG. The research focus clearly appesarsio
be in the area of integration of small livestock
such as sheep, goat, poultry, rabbits inte the
farming systems; ulilization of locally availabla
feed and fodder resources; collection of infor-
mation and monitoring. and understanding and
alleviating factors that constrain technology
adoption in this area.
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5.6 Sustainable Land Management

Land being the basic resource for agriculture,
focus on land management research is crucial
and continues to be a priority in improving and
sustaining productivity of this resource.

Research focus will need to be on various op-
tions such as:

1. Understanding and documentation of
currentagro-forestry practices;

2. Developingfallow management and
fertility maintenance practices,

3. Developing nutrient management
techniques for vegetable cropping,
including use of inorganic fertilisers; and

4.  Managingrisks and impacts of excessive
and deficient soil water in traditional and
innovative cropping systems.

5.7 Management and Development of
Genetic Resources

PNG agriculture is endowed with a rich and

diverse genetic resources of plants, crops and |

livestock species; which are a basic research
resource for the development of agricultural
technclogies. This resource has been grossly
negiected due {o lack of funding and manage-
ment abilities. The coliections have been
partially and periodically lost due to natural ca-
lamities such as droughts, floods, frosts, pests
and diseases.

NARS will need a renewed focus on rehabilita-
tion of available material, undertaking collec-
tions of dost-and new cultivars; documenting,
characterisation and evaluation; maintaining in
various forms such as ex-situ, in-vitro and in-
sifu, and giving advice on the utilisation of the
material for crop management and improve-
ment.

The concerned institutions will need to develop
policies and strategies on genetic resources
and take into account the resolutions of the
Earth Summit, 1992 on maintaining bio-diversity
and safeguarding the intellectual property.ghts.

5.8 Improved Post-Harvest and Value
Addition

important features of agricultural products in
PNG are perishability, bulkiness, low value to
weight, low nutritive value to price, seasonality,
and surplus output. All tree crops are exported
with only marginal processing.

ifthe status of the people growing these crops is
to beimproved, a pre-requisite is toimprove the
market demand for these crops through im-
proved post-harvest and value addition, includ-
ingimprovedhandling, storage, processing, and
transport.

Atpresentverylittle attentionis giventothis area.
Therefore, agricultural research will need to in-
creasingly focus ondesigning post-harvesttech-
nologies and methods that will add value to the
product.

5.9 Marketing and Socio-economic
Research

Marketing and socio-economic research is an-
other crucial area that has received very littie
attention. Parameters of demand athousehold,
market and international level are needed for
research  planning and priortization.  While

socio-economic research will aid in generation -

and adaptation of appropriate technolegy and
information. Future planning and research fo-
cus will beincreasingly based onresuits of such
marketing and socic-econcmic research.

5.10 Databases and Menitering

There is a generaliack of databases and moni-
toring systems, which form the basis for
raticnalisation and undertaking of appropriate
research, and assessment of impacts. A re-
search focus has beenandwill be on develop-
ing and mamntaining databases such as GIS,
farming systems, soil quality, sustainability indi-
cators, long-term soil and crop monitoring, mar-
ketinginformation, socio-economic information,
weed information, etc.
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5.11 In-Depth Research Reviews

Continued efforts are certainly required to un-

dertake in-depth research reviews on certain
topics and crops. Immediate focus will be on
reviewing sweet-potato research and pest
management research on taro. Such reviews
will allow strategic planning for further work.

Vi. MAJOR ISSUES IN AGRICULTURAL
RESEARCH

Before we conclude, we wish to take this
opportunity out bring but three major issues in
agriculturai research to this August gathering.

6.1 Financial Support and Stability

The first issue relates to financial suport and
stability. Agriculturalresearchinstitutionsin PNG
are very young, much younger than the Inde-
pendent Siate of PNG. These have been
emerging and progressively growing. They
need a core butguaranteed financia subven-
nature of research 4nvestmr~ni eepec:ally in
the contextfarming systems, land managemant,
livestock and tree crops; the funding requires
to be adeguate, consistent and sustainable
over lenger-term. Currently, the Government
suppert is Ipsg than 50% ol whatis planned to
pea bare minimun.

5.2 institutional Capacity and Human Re-
SOUICeS

The second issus concearns the institulional
capacilty and human resources. This is a

sovereignty issue of having our own ability and

capacity {o plan and implement apphed and
adaptive research and deveiopment pro-
gramme, which wifl be relevant to the needs
and aspiration of the Nation. This capacity im-
provement i3 needed in the area of scientific
and technical manpowsr, equipment and
facitity, databases and networking, and col-
faboration and partnership. Thisrequires initial
investment in this very important scier a-

far from satisfactory.

based knowledge sector. Current scenario is

6.3 Policy on Agricultural Research and
Development

The third is on policy. The Nation lacks well
articulated national agricultural development
policy and hence focused agricultural research
policy. Research institutions are operating in
policy vacuum. That, to an extent, hinders indi-
vidualinstitutionsin developing effective research
policy and strategies for implementation. Given
the nature of PNG agricuiture and (ong gestation
period of research investment, often difficulties
are experienced by policy planners and politi-
cians in appreciating the importance of agricul-
tural research. Concerted efforts mustbe made
by all concerned to develop and implement co-
herent national policies inthe area of agricultural
trade, production and marketing, food and nutri-
tion, bio-diversity, intellectual rights, human re-
sources in the agriculture sector, efc.

VIi. CONCLUSION

To conclude, over the last (wo decades, the
Maticnal Agricultural Research System in PNG
nas tndergong considerabls and progressive
reforms, lzading towards autonomy and flaxibil-
iy 80 as {0 address problems, slelviate con-
siratnts and expicre opportunitias for the agricud-
tural developmentin the couritry.

in this context, we wowid like to stress that weli-
supported agriculiural research in PNG has a
huge untapped polential in developing agricul-
tural sector and hence in contributing o the

- socic-geenomic develcpment-and human wel- - -

fare of the Nation. We, as a sovereign Nation,
must fuifil cor role and ohligation to strengthen
and supportthe agricutiural researchinstitutions
in the country for nurturing scientific knowledge
and information. This wili certainiy lead us io-
wards prosperity.
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Table 1. Major Agricultural Research Institutions in PNG (Ghodake 1998a)

institute Broad Research Mandate

NARI - Food crops, small livestock, alternative cash and food crops (fruits and
National nuts), and spices, resources management issues, and provision of
Agricultural diagnostic, analytical services, farming and inter-cropping research,
Research agro-forestry, control and management of pests and diseases, socio-
institute economic research, soil, land and water management practices,

germplasm maintenance and agronomy, imporvement and adaptation of
small livestock species, assessment and improvement of feeds and
pastures, and livestock nutrition and management.

CRI - All aspects of coffee improvement, husbandry and processing,
Coffee disciplinary research in areas of agro-physiology, geneticimprovement,
Research pest management, weed management, 50il and plant nutrition, and
(nstitute coffee-based farming systems including inter-cropping to address the
needs of smallholder coffee growers.
CCRI - Cocoa and coconut production and improvement, cocoa management
Cocoa and practices, soil and soil nutrient, post harvest, quality improvement,
Coconut downstream processing, fermentation, drying, smail-scale operation,
Research breeding for Low versus high input production systems, introduciten
Institute of varieties for breeding purposes.
OFPRA -~ Oil paim management, husbandry agronemy, soil nutrients - specifically
QOil Palm bictogical and econonic responses, soil plantinteraction, voicanic and
Research non-veicanic soils, importance of phosphorus nutrition, smatihoider
Agsociation fertiiser demonstration. effective biclogical centrol of Sexava and

monitering of potential and new insects, crop rescurce mapping and
standardisatfon.

Sugarcane Sugarcane management, husbandry, crop improvemeant, soil and plant
Research nutation, pest and diseass conlrol, waed contrad, quality improvement.
Cenire

Ramu Sugar

Limited

I'Depertrrent ot ¢ Research on smaliholder food crops and ivestock, including some
Agricufture and!  strategic researchinbreeding, plant diseases, adaptation oflivestock,
Bictechnology | and reiatively basic research in plent and animal sciences.

Centre
Univesity of
Technoiogy
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STRATEGIC DIRECTIONS FOR THE PAPUA NEW GUINEA CO-

OPERATIVE EXTENSION SYSTEM IN THE NEW MILLENNIUM

Samuel B. Lahis’

1. INTRODUCTION

Recent legisiative changes to the structure
and functions of Provincial Governments and
Local Level Governments (PGLLG) have man-
dated new roles and responsibilities for
national and provincial departments and agen-
cies delivering extension and other services to
rural communities in PNG. The legislated
mandate places the PNG Department of Agri-
culture and Livestock (PNGDAL) in an ideal
position to review its future role as the lead
agency in facilitating agricultural development
and serving the rural people of PNG.

The PNGDAL has completed a series of
institutional reforms under the government's
reform pregram with the objective of improving

delivery of services to the rural sector.” These

included the establishment of the Commodity
Corporations such as the Coffee industry Cor-
poration (iCl), Oil Palm industry Corporation
(OPIC), Fresh Produce Deveiospment Carpora-
tion (FFPDC), Livestock Development Corpora-
tionn (LOC), Natonal Agncuitural Research
institute (NARD ang the National Agricuttural
Quarantine and Inspection Authority (NAGHA).
In addition, Public investment Programs {(PiPs)
jointly implementad with provinces were {rans-
ferred 1o provinces. These changes have re-
suited In PNGDAL retaining the core functions
of policy formulation and deveiopment and

regulatory roles, including monitering  and

evaiualion.

Significant changes have also occurred in
some sectors of the agricuiture sector. For
exampte, the recent establishment of the PNG
Cocoa and Coconut Extengion Agency (CCEA),

' Project Director, Smallholder Support Services Pilot Frop=ui,
DAL, Box 417, Konedobu.

a subsidiary of the PNG Cocoa Board and the
Copra Marketing Board, to manage, co-ordi-
nate and monitor cocoa and coconut extension
services is further extension of the devolution of
extension functions initiated with the establish-
ment of Coffee and Oil Palm industry
Croporations.

These legislative changes and mandates dic-
tate new institutional roles for the PNGDAL,
which must be clearly defined, and if necessary
legisiated. It is clear however, that the devolu-
tion of roles and responsibilities previously held
by PNGDAL to other statutory organisations
does not mean a lesser role for PNGDAL inits
important role as the lead agency for facilitating
agricultural development throughout PNG. It
means that PNGDAL and its collaborating
pariners must forge new working parinerships -
based on co-operation, coliaboration and
interdependence,

in essence, thechangingrolescforganisations
and agencies involved in promoting agriculiura
deveiopment calts attention to developing and
promoting a PNG Co-operative Extension Sys-
tern (PNGCES) inwhich gl stakeholdershave a
collective mputinunproving the secior and five-
haods of cur rurat peopie.

Undera PNG Co-operative Extension Systemit
is envisioned an agreement between research

institutes, nationa! and provincial departments -~ -

with responsibilities for agriculture and rural
deelopment, non governmentorganisations, in-
dustry corporations, privats sector orgamnisa-
tions, institutions of highereducatione.g. univer-
sities and colleges, and the public at large to
respond creatively and co-operatively to the
many complex local, provincial, national and
international issues affecting agricultural devel-
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opment in PNG.

2. OUR SUCCESSES

In its 40 - plus years, the PNG Agricultural
Extension Service (PNGES) has played a key
role in the development of Papua New Guinea
and its people. Among its contributions are:

Supporting the growth in agricultural
productivity among the various sub-sectors,
including coffee, cocoa, coconut, oil palm,
tea, rubber, sugar, spices, fruits and vegeta-
bles, livestock and food crops through the
adoption of improvedtechnologies, manage-
ment and farming practices.

- Educating and training young people to im-
prove their ability to communicate, make de-
cisions and prepare for the work force in the
sector.

Advising and training farmers tomanage their
projects (smallbusinesses) and provide em-
ploymentopportunities. S

- Providing information and educational mate-
rials on agriculture to schools, locatand over-
seas organizations and the general public.

- Maintaining close liaisonwith the private sector
onagricuiture development.

- Corporatizing activities of the department un-
der industry corporations, viz coffee, cocoa,
coconut, oilpalm, agricuituralresearch, quar-
antine and inspection services.

- Implementing joint agriculiure investment
‘brograms with provinces.

- Aggressive and highly successful human
resource developmentprogram.

3. THE CHANGING CONTEXT FOR PNG
CO-OPERATIVE EXTENSION SYSTEM

The PNGES has been successful in serving
the needs of families and improving the lives of
rural communities throughout PNG.

Today, however, the extension service faces
serious new challenges nationwide and outside -
local communities, and in the nation generally.
These changes imply an increased need for
strategic planning to achieve the PNG Co-
operative Extension’'s mission and realise the
vision for the future. Among the political, social
and economic factors affecting the context in
which PNGDAL and collaborating organisations
and agencies conduct their extension pro-
grammes are these key factors:

1. Majorrestructuring of the Provincial Govern-
ments and Local Level Governments
(PGLLG})is under the reform program. The
low pace of implementing the reforms has
frustrated the efforts of both government
and non-government organizations involved
in agriculture development programs. For
PNGDAL and the provincial departments,
seven major Public Investment Programs
(PIPs) have been suspended by the Depart-
ment of Finance until provinces have the
capacity tomanage the resources and imple-
ment them, and financial management and
accountability procedures are established.

2. A major national economic restructuring
during the past five years is due to the
Bougainville crisis and the downturn in the
economy. The Bougainville crisis and the
consaquential finarcial protlems faced by
the country continue 1o affect the economy.
Thegovernment’s structural adjustment pro-
- gram {SAP) under the World Bank/interna-
tional Monetary Fund will continue to be the
major source of assistance for getting the
economy back on track.

3. A major shiftin national priorities and policy.
Under the reform program, provinces, dis-
tricts andlocal level governments arethe key
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areas for government intervention, and

~ delivery of education, health, community

development and other services.

4. Spreading disenchantment with the role of
government, particutarly nationaland provin-
cial governments. There is growing belief
that local communities can find solutions to
complex issues that affect them, particu-
larly in the delivery of education, extension,
marketing, health services and provision of
infrastructure to develop these communi-
ties.

5. Increasing demands for accountability in the
use of public funds. There is a growing
concern over the use of public funds for
expenditures that are considered wasteful
and unnecessary. The recent cases con-
cerning the NPF, Sandline Affair, Cairns Con-
servatory, PANSAT and the CIC legal case
are examples of the public's demand for
greater accountability on state resources.

8. Increasing environmental concerns, includ-
ing fand, water, and air degradation and the

“potential for global climate change. The ef--

fects of the El Nino phenomenon have re-
sulted in the long drougnt and the huge
losses in indusiry revenues. The effects of
the drought andfrosthave been devastating
for approximately 1.2m people inrural com-
munities. Rehabilitation program 1o Liing
affected areas into production wiil take up
to 2 years forrecovery-if the drought doas
not continue.

7. Growing consumer concern aboui food
supply, such concerns include notonly food
security, but also food safely, nutrition and

‘equity, that is, which foods willf eed the

most peopte at the teast cost to the environ-
ment.

8. Agrowing national debt. The debthas been
exacerbated by recent economic slowdowns
which are being addressed by the SAP.

9. Major restructuring of our food and farming

systems to one that is biologically and
managerially intensive, environmentally sen-

“sitive, vertically integrated, andlargéihscale. = =

Accompanying these changes is an in-
creased emphasis on smallholder farms/
rural community concerns and alternative
farming practices such as organic produc-
tion.

10. Changing priorities for national government
support for agriculture.

4. THE TASK

The PNGDAL has a history of engaging in
strategic planning. Just a week ago, the
Department and FAO of the United Nations Co-
hosted a workshop to discuss proposed
changes in the legisiation and administrative
structure of the department and the sector.
Other recent efforts were in 1997 when the
DAL initiated a re-structuring program with
Technical Assistance from the Asian Develop-
ment Bank (ADB) and completed in 1999.
Prior to that, the department published in 1996

the White Paper on Agricuiture and the -

Medium Term Development Strategy for the
Agriculiure Sector 1698 - 2000 and beyond.
Extensive consultation with provinces through
the National Agriculture Councit (NAC) and re-
gional meetings with provincial authorities and
crivate sscior contributed {owards completion
of the White Paper on Agriculture and the Me-
gium Term Development Strategy.

The establishment of NAR! and NAQIA in 1986
and 1897, respactively, were significant mile-
stonas in the evolution of afuture PNG Depart-
mentof Agriculiure and Livestock and extension
service. The initistivetore-structure the PNGDAL
andthe extension service is appropriate, particu-
larly atthis pericdwhen roles andresponsibilities
of national and provincial departments underthe
reform program are being examined and re-
defined.

The restructure of PNGDAL and provincial ex-
tension services should be seen as partof one
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Mission

. National Vision
7 For Agriculture
Monitor, Evaluate [
Review Sector
Performance «———1{ STAKEHOLDERS
Farmers
Provincial Governments
Industry Corporations

National/Provincial/
District
Programs/Projects/
Activities {PIP)

Private Sector Agencies
NGOs '

DAL

Collaborating Agencies

National/Provincial/|
District :
Goals/Objectives

!

l

National/Provincial/
District Agriculture

National/Provincial
District Policies
and

Strategies

A

Plans

Figure 1: Framework for Cooperation and Linkage Among Various Stakehotders inthe

Agricutiure Sector

major reform program involving all stakeholders
in the agriculture sector. In order to produce a
meaningfu! and effeclive sirategy, mission, vi-
sion and organisational structure for a future

consuliations with provinces, industry corpora-
tions, private sector and non-government or-
ganisations and key government departments/
agencies will be necessary.

The task will be to review existing strategic
plans from provinces, industry corporations,
research institutes and universities and col-
leges, nationai DAL and other collaborating or-
ganisations. Workshops should be organised
nationally and key stakeholders invited (o share

their observations, wisdom and views regard-
ing the future extension system. Strategic is-
sues thathave widerimplications on thefuture
extension system should be identified and dis-

A quick review of the White Paper on Agricul-
ture, the Dewvelopment Strategy and cther
documents indicate the following.

1. Thers is no consensus among key
stakeholders on the mission, vision and val-
ues of DAL. The existing statements are
vague and need to be re-written. The mis-
sion, vision and values statements must be
consistentin all official DAL and government
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documents.

stakeholders on the goals (or objectives) of
DAL. Theexisting goals need tobe reviewed
and re-written to reflect future goals or objec-
tives as seen and agreed by other
stakeholders.

3. There are either vague statements or no
statements from Provincial Departments on
their mission, vision and goais for agricultural
development in their respective provinces.
These statements should be discussed and
agreed upon during consultation meetings/
workshops so thatanational viewondevelop-
ment of the agriculture sector can be
fomulated. Out of this would emerge a Na-
tional Agriculture Plan.

The task has begun with aninternal re-structur-
ing exercise within National DAL (NDAL) and is
continuing with Technical Assistance from the
FAQ in reviewing agriculture legislation and
managementstructure, Consultations with Pro-
vincial DAL (PDAL) in Morobe Province were

initiated on future framework for co-operation

and collaboration between NDAL and PDAL and
other agencies indicated strong support for
closer working relationships and tinkages atali
levels. The framework is shown in Figure 1.

Further andwider consuitations with our coilabo-
rating partners, gpaticuiany, the industry corpo-
rations, private sector and non-governmennt or-
ganizations are needsd.

itz hoped that hrough thess and future consui-
tations will emerge anationat missien, vision and
valugs slatementsthat provides a philosophical

foundaticn andframework for PNG Co-operative

Exiensionwithinthe sector's overalimission and
vision under the National Agricuiture Plan. Sec-
ondly, there is consensus that the research/
extension linkage remains a key elementin the
system and it is critical to find ways 1o maintain,
strengthen and manifest this impodant pariner-
ship.

5. MISSION

the sectorand NDAL needstobe agreed upon by
key stakeholders. Several versions of the mis-
sion statement have been published in DAL
documents. A mission statement should be
succinctand simple, butencompassthose core
objectives and goalis of the sector. If existing
mission statements are acceptable to partici-
pants ofthis NAC, then the NAC should adopt the
statement for official use in all government docu-
ments.

The mission statement for the PNG Co-opera-
tive Extension Service should corroborate and
supportthe mission statement ofthe sector. For
example, the mission statement of the PNG
Cooperative Extension Service is to enable
people to improve their lives and communi-
ties through partnerships that enable expe-
rienceandresearchknowledge tobe shared
and utilized.

6. VISION

documents. These need to be revised and
agreed upon by stakeholders. A PNG Coop-
erative Extansion Service should provide
innovative, flexible and participant-driven
programs that promote new ways of iearn-
ing, thinking and acting. This would en-
hance the quality of Hife by promeoting indi-
vidual growth, strengthening families, im-
proving econoemic wall-being of businesses,
githancing e environment, and buliding
stronger communities.

A future PNG Co-operative Extension Service

tricts, provinces and nationai govemmants, col-
feges, universities, industiy corporations, pri-
vate sector and non-governmentorganizations.
The strength and durability of these partnerships
depend on shared concerns, shared
responsiblity, shared authority, shared costs,
and shared recognition. The key conceptin all
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these parinerships is co-operation, thus, the
name Co-operative Extension Service.

7. VALUES

A statement of the core values thatare important
inachieving the mission and vision of the Exten-
sionService and help improve the lives of people
and rural communities would re-enforce the mis-
sion, goals and objectives for the sector. At
present, there are no value statementsin current
documents.

Some of the values might be:
- excellence in building individual competence,

credibility and integrity to deliver innovative
and vital programs.

collaboration: optimize resources and pro-
gram outcomes through co-operative part-
nerships both within and outside of extension.

- resuits oriented programming: deliver pro-
grams that are valued by people because
they succeed.

responsiveness: respond to people's needs
in a tinely, efficient and resourcefu! manner.

commitment to the fulure; anticipate future
needsanddeveiop appropriate programming.
8. STRATEGIC ISSUES AND ACTIONS

The strategicissues thatwill guide the evoiution

Co-operative Extension System
2. Sharing leadership throughout the system

3. Ensuring high-empact cutcome-based
programming

4. Optimizing human, financiat and
technological resources

5. Maximizing collaborative relationships
6. Realizing pluralism
7. Promoting a contemporary image

8. Engagingin organizational renewal and
change.

8.1 Define and Describe the PNG Co-
operative Extension System

Preferred Future: All stakeholders ofthe PNG
Cooperative Extension System (PNGCES) have
a clear and consistent understanding of the
mission, vision and values of the organization
and are able to apply them in achieving program
results in which there are shared concerns,
shared responsibility, shared authority, shared
costs, sharedrecognition, and shared account-
ability.

Strategies: Define and describe the PNGCES
tofitcontemporary society and higher education.
Define roles and relationships both within and
with external partners, includingthe public. Some
strategies include:

- Involve system partners in dicision making.
Make adequate information available for in-
formed decisions. Engage system partners
in a process to define and describe the sys-
tem, includingroles, responsibiliies, and work
functionsior various staff and other agencies
and organisations.

fion.

- Assume leadership role and be a team
member in the emerging organizational ef-
forts in outreach. Make a strong case to
establish a position within the executive of the
DAL that has direct responsibility for exten-
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sion and outreach.

is flexible and responds to societal needs as
they arise.

- Work to establish representation for the inter-
ests of outreach and extension on National
Planning Committee and Budget Priorities
Committee.

8.2 Share Leadership throughout the
Systen

Preferred Future: Leadersfrompublic, private
and community articulate the organisation's vi-
sion and invite public participation. In addition,
they organise human and fiscal resources and
- retain flexibility to optimize results and respond
to changing environments. A culture of shared
leadershipisdeveloped, supported and rewarded.
Leadership involves behaviour that is at times
both orderly and chaotic, depending upon the
situation. The PNG Cooperative Extension Serv-
ice consciously seeks and models a variety of
teadership styles for achieving balance and suc-
cess throughout the system. in particular for
weicoming new ideas that improve outcomes.

Strageties; Sharedlieadershipis encouraged,
suppoerted, and rewarded throughout the sys-
tem. Strategies include:

- Cleariy describe the n2ed for and benefiis of
shared leadership in the PNG Co-operative
Extonsion Sysiam.

- identify coreleadership principles and provids
opporiunities for both paid staff andothers to
learn and practise them.

- Establish a senes of in-service education
experiences for staff and others that are de-
signed to devetop and expandtheir ieadership
skiiis throughout their extension career. Ex-
periences may include staff introduction to
PNG Co-operative Extension, early carser
opportunities for staff who inspire to roles of
greater responsibility and leadership 2u.ivi-

ties for staff who are in leadership roles.

- Review, renew, and describe therotes of other -

agency staff in the system and establish
meaningful leadership development experi-
ences sothatthese staff are effective asthey
carry out roles and responsibilities.

- Use assessment tools from the time of recruit-
mentand hiringand throughoutan individual's
career that will guide both the design for the
system's leadership development program
and theindividual's leadership development
experiences.

- Provide personnel, financial, and other re-
sources sufficient to implement and sustain
quality leadership developmentexperiences.

8.3 Ensure High Impact Outcome - Based
Programming

Preferred Future: The PNG Co-operative Ex-
tension Service should strive for and be recog-
nised for excellent educational programming
that strengthens the capacity of individuals and
families, businesses, communities, and public
and private decision makers to deal effectively
with issues. Clear program priorities should
provide coherence anddirection, and they guide
how resources are aliocated. Adminisirators
and exiension staff should document and com-
municale the impact of programming and avalu-
atetheegifectivenessof aliemative delivery math-
ods. Effective advisory structures and program
partnerships musi exist to assist with prionty
seiting, program design, program evaluation,
and communication. Technical assisiance
would be provided througn partnerships among

- professional and technical staff, educators, and

tures shouldbe based on accountability ana the
program management neads of the system.

Strategies:
- Insist on program relevance to priority needs.

- Refine mechanisms for establishig
issue priorities and related programming
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and ensure thatresources flowto agreed
- upon priorities.
- Sponsor research that addresses
identified system priorities.
- Incorporate the policy aspects of priority
issues into programming.
- Invite input from partners to determine
the most appropriate emphasis for
programs for specific periods of time.

- Insist an high quality programming.

- Develop an agreed-upon definition of
high impact, outcome-based
programming.

- Hire highly qualified staff or establish

alternatives for appropriate professional
development.
- Support productive, committed staff.
Divest non-productive programs and
staff.

- Establish recognitionand reward
systems based on program impact and
products, not just activity.

- Establish a juried curriculum review

process.

- Direct resources to priority programming.

- Secure funding to support agreed-upon
priorities and program direction.

- Supportresearch, extension, and
instruction collaboration thatfocuses on
the highest priority issues; reaches
across the entire extension system and
effectively builds on partnerships among
educators, researchers, extension staff,
and administrators.

- Cevelop flexible staffing capabilities to
address priorities.

- Reform administrative processes and
procedures to better support pricrities

~ and high - impact outcome-based
programming.

- Become a learning organization.

- Develop mechanisms for sharing
examples of high-impact,
outcome-based programming, a
$sessing program shortcomings, and
celebrating success.

- Learn from other organizations through
experiences provided by, for example,
executives from other organisations,
short inter-agency attachments and
leadership traiing programs.

8.4 Optimize Human, Financial and
Technological Resources

Preferred Future: Staffing pattemsreflectboth
longer-term commitmentto the organisation and
fiexibility to respond quickly to emerging issues.
Non-public service staff and volunteers from the
communities fill key leadership and program
roles and help to expand PNG Co-operative
Extension capacity to reach larger numbers of
people with indepth one-on-one educational ex-
periences where appropriate. Policies and pro-
cedures are consistentwith legislative intent and
are minimal in number to allow the greatest
amountoffiexibilityand creativity inthe organisa-
tion. Professional, technical and extension staff
arefairly compensatedfor the knowledge, expe-
rience and skill they bring to their positionand for
high-quality, outcome-based programming.
Technology enhances human resources by pro-
viding tools to expand communication alterna-
tives, improve productivity, increase opportuni-
ties for collaboration, and alfow more timely
knowledge access and delivery.

Btrategies: 10 be a viable organisation, the
PNG Co-operative Extension Service resources
must grow at a rate greater than the rate of
inflation

- Taitor staffing to address identified needs and
critical issues. Increasing numbers of staff

throughout the system will be employed for
short-term projects that demand specific

~ assumeresponsibilities fororanizationailead-
ership andintegrative programmanagement.

- Make personnel decisions at the appropriate
place, while at the same time ascertain that
they are consistent with policies, guidelines,
and regulations. To facilitate this, policies
and procedures will be reviewed and modi-
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fied.

- Support collaboration among professional,
technical and extension staff, and administra-
tors that results in documentation of impact
and accountability for quality programming.

- Ensure that renumeration is consistent with a
peson's quality of programming, educational
background and experiences, and complex-
ity of responsibility.

- Establish priorities and identify alternative
funding sources through the program devel-
opment process. National, provincial and
district appropriations continue to provide a
base for operations.

- Support the use of state-of-the-art technology
with a commitment of financial resources and
use it where appropriate and feasible in
implenenting administrative functions, con-
necting with other collaboratorsregardless of
location, and conducting educational experi-
ences that result in high-impact, cutcome-
based programming.

2.6 Maximize Collaborative Ralationships

refarend Futare: To optimize resources and
achieve high-timpact outcomes from program-
ming, cellaborative relatioships are essential.
Buiding such relationsnips is fundamentat {o
meaking societal change and creating new Poss:-
bilities that require diverss expartise and har-
nessinnovation from botn the publicand private
seciors. Collaberation requires bringing indi-
viduals and groups togelher so that muiualiy
agreed - upen outcomes are the basis enwhich

programming, roles, lasks and responsibilities

are gefined and acted upon.

Strategies: Professional, technical and exten-
sions staff become effective collaburators and
provide ieadershipfor parinershipsthat promote
nigh-tmpact programming. An attitude prevais
that promotes cooperation around mutual inter-
asts.

- Support collaboration among the public and
_ private sectors to reduce duplication, con-
serve valuedresources, and findlasting alter- °
natives for addressing complex issues.

- Share "best practices" and "lessons learned"”
so that throughout the system, professicnal,
technical an extension staff and educators
find ideas and knowledge thatfiis their expe-
riences and style for initiating, nurturing and
completing collaborative relationships.

- Reward collaboration that results in desired
behaviours.

8.6 Realize Pluralism

Preferred Future: The PNG Cooperative Ex-
tension Service embraces pluralism. The or-
ganization creates and fosters environments
that promote mutual respect, value human dif-
ferences, and encourage collaboration among
its stakeholders, staff, programs and audiences
or clienteles.

Strategies: Differencesameng all stakeholders
arerespectedandvalued. ' '

Promote an agreed-upon definition of plurakism.

- Increase diversity of employees and volun-
teers.

Change the culiure of the organization so that
it is consistent with the changing
demographics.

- Expand exchange programs in wheh profes-

gionals who are membpers of an organization

- canexperience being armember of a different
organizaton. 7

- invita cther professionalsto inferactwith exien-
sion staff and agmnistrators and other
stakehcelders through semiinars, workshops,
andotherevenis.

-~ Expandin-service training thatpromote diver-
sity and integration.
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- Establish measurable objectives to assess
program towards diversity of employees.

- Update organizational policies and procedures
toensure supportfor diverse staff, volunteers
and program participants.

- Deliverinnovative programming to address the
needs of underrepresented populations.

- Involve representatives from diverse target
audiences in planning and evaluating educa-
tionalprogramming.

- Expand programming in rurai metropolitan
areasto diverse audiencesincluding, but, not
confined to limited resource populations,
provinces and districts and displaced set-
tlers.

8.7 Promote a Contemporary Image

Preferred Future: PNG Co-operative Exten-
sion's contemporary image is clearty communi-
cated and understood throughout the nation by
all stakeholders. _ o

The public recognises our program achieve-
ments and the organization's ability to access
knowledga from local and overseas neiwork
partners. People value the contribution of re-
search and educationinhelping themiocimprove
thetr productivity and quality of life. Staff of
partner organizations and community leaders
andrepresentatives have a clear and consistent
understanding of the mission, vision, and valuss
ofthe PNG Cocperative Extension Service.

......

refateto mgh |mpac:t oqtﬁome based program~
ming. Adequate resources are committed to
- marketing to achieve agreed-upon goals.

- Create a vision for marketing leadership, re-
directresources or acquire new ones includ-
ing staff to support and continue a system-
wide marketing initiative.

- ldentify internal and external audiences and

- Preferrod Future:

conduct market research to analyze the or-
ganization's current image with each audi-
ence, identify strategies for updating percep-
tions and building a preferred image.

- Positionthe organizationto have greaterinput
into development agenda of the nation, prov-
inces, and local communities through tar—
geted communications.

- Setgoals, develop a ptan and expand oppor-
tunities toremain alead organization for agri-
culturaidevelopmentwith sufficientresources
to carry out the mission and vision.

- Develop a high profile promotional campaign,
employ a mix of marketing techniques to
create the desired organizational image and
convey a specific message thatinforms peo-
ple of action rquired to receive the promised
benefit.

- Promote the mission, visionand achievements
atthe PNG Cooperative Extension Service by
developing resources and methods for effec-
tive marketing, establish a marketing protocol
and instinct members of the system in the
appropriate use.

- Create a media oppertunity that highlights
quatity programming and promotes PNG Ex-.
tension Services unigue contributions to the
nation's well being among targetied audi-
ences.

8.8 Engage in Organizationsa! Renewal and
Change

tion, change is viewed as an opportunlty for
growth and as a way to better fulfill its mission

‘The PNG Co-operative Extension Service not

only advocates change for those to whom its
programs are directed but also for itself as it
strives to continually improve on its ability to be
responsive to the needs of people inrural PNG.

Strategies: Continual self-examination andre-
viewis practisedin whichprograms, administra-
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tive procedures, and partnerships are critically
examined and changes made.

- Improvethe efficiency and quality of program-
ming through organizational structures that
are based on need and optimize the use of
technology.

- Improve program effectiveness and adminis-
trative efficiency bothinthe public and private
sector organizations through structural pro-
cedures that lead to that end. Collaboration
with provinces and with public, private and
non-governmental organizations and agen-
cies would continue to develop.

- Engage both public and private sector staff
and volunteers in development experiences
that increase their comfort with and propen-
sity towards change.

9. THE SMALLHOLDER SUPPORT
SERVICES PILOT PROJECT (SSSPP)

9.1 Project Description

the Project will improve agricuitural support
services to smailholder farmars in the two most
peputous provincas of Papua New Guinea (PNG):
Eastern Hghlands Province and Morobe Prov-
ince. This includes support for performance-
based agricultural support services cn a ¢on-
tract basis, and for shifting the role of govemn-
mant agriculture agencies from directly provid-
ing suppornt services o managing service provid-
ers. The Project wili assist in astablishing 2
Support Services Contract Facility (88CFjin
each of the two provinces, provide capacity
bulding for agricultural starf and service provid-
ers, and sunport Project cocrdination. '

4.2 Rationale

Although smalthclders acceuntfor about 95 per-
centofthe rural population and contripute 70-80
percent of the vaiue of agricuitural production,
theirneeds for agricultural support services have
not been adequately addressed inthe puit

The reforms in the agriculture sector initiated in

the early 1990s and supported by the 1895

Organic Law were aimed at improving service
delivery tothe rural population and are stillin the
process of being implemented. They areinline
with the Bank's (ADB) operational stragegy and,
in part, have been supported by Bank assist-
ance.

An innovative approach promoted by the Gov-
ernment is the contracting out of agriculturai
service delivery to make it more flexible, cost
effective, and performancefocused, andtoreach
wider target groups. The Project will support
confracting-outarrangements thataddress smali-
holder needs in areas such as marketing, crop
and livestock production, input supplies, farming
systems management, training and awareness,
and community development. The Morobe gov-
ernment is the first provincial government to
experiment with contracting out support serv-
ices in the agricuiture sector. The Project will
help to expand and improve upon this initiative.
Boththe national Government andthe provincial
governments accord a high priority to the Project,
because it will assist themin testing and refining

contracting-outamangements thatbetteraddress - - -

smaltholders' needs for agricultural supponts
sSernvices.

9.3 Objectives and Scope

the Project will increass the access by smafl-
noider households in two provinges (o improve
agricultural support services, thereby increas-
ing agricuitural production, productivity, and the
income of smallholders and helping to ensure
the sustainabiiity of their farming sysiems. An
associated goal 18 to enhance the status of
women in agriculiure by focusing support serv-

~ices onfood crop production, which raditionally -

i3 the domain of womean.

The Project has three components: (i) estsb-
fishment of an SSCF in each of the two prov-
inces to improve performance-based contrac-
tual agricultural support services to smalihold-
ers, {ii) capacity building for agricultural staff at
the national, provincial, district, and local gov-
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emment levels, as wel | as for smallholder
supportservice providers including semi-private
and nongovernment agencies and groups, and
(iii) Project coordination.

The Project will pilot test a promising new ap-
proach to the delivery of support services con-
tractingout. Ifthe approachisdeemed success-
ful, it will be extended and expanded into other
provinces after this Project is complete.

9.4 Cost Estimates

Thetotal cost of the Projectis estimatedat$11.5
million equivalent, including a foreign exchange
component of $2.3 million and a local currency
cost component of $2.2 million equivalent.

9.5 Financing Plan

Bank financing will amount to $7.6 million (66
percent of total Project cost). Government fi-
nancingwill amountto $3.9 million (34 percent of
tota! Project cost) on which 24 percent will be
provided by the national Government, 53 percent
by the Morobe Provincial Government, and the
remaining 23 percent by the Eastern Highlands
Provincial Government.

2.6 Loan Amounts and Terms

Theloanwillbe inthe amountof $7.6 million from
the Ban«'s ordinary capital resources and have
a maturty period of 25 years, including a grace
period of 5 years.

9.7 Period of Utilization
Until 31 Decemper2004 - - 7
9.8 Executing Agen_cy _

Depanrtment of Agricuture and Livestock at the
nationatlevel.

9.9 implementation Arrangements

A Project co-ordination unit established within
the national Department of Agriculture and Live-

stock will coordinate Project implementation.
An SSCF management unit established in each
of the provincial divisions of agriculture and live-
stock will be responsible for management of
SSCF, An SSCF steering committee in each
province will provide policy direction to the
SSCF management unit.

9.10 Procurement

Procurement of goods and services financed
under the Project will be in accordance with the
Bank's Guidefines for Procurement and Gov-
ernment procedures acceptable to the Bank.
Civilwork contracts, totalling less than $75,000
equivalent, will be awarded on the basis of local
competitive bidding in accordance with Govern-
ment procedures satisfactory tothe Bank. Sup-
ply and service contracts, each of which will be
below $100,000 equivalent, will be awarded on
the basis of the direct purchase procedure.

9.11 Consulting Services

The Project will require an estimated 315 per-
son-months of long-term consulting services,
consistig of 126 person-months of international
consultants and 189 person-months of domes-
tic consuttants to assist in Project coordination
and in the managamaent of the two SSCFs. In
addition, a short-term international consuitant
wiltbe recruited for conducting wokshops under
the capacity-buiiding component. Consultants
will be selected and engaged in accaordance
with the Bank's Guidelines on The Use of
Consultants, and other arrangements satis-
factory to the Bank for the engagement of do-
mastic consultants. -

31 December 2004.
9.13 Project Benefits and Beneficiaries

The main Project benefits willinclude increased
agricultural production, productivity and income
inthe two provinces. The primary beneficiaries
will be smaltholder households growing cash
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crops on less that 0.5 hectare of land. By

productlon atleastathird ofthe primary benefi-
ciaries include agricultural staff at the different
governmentievels, who will receive formal and
on-the-job training. The skilis of service provid-
ers will be developed and improved through
business training.

10. CONCLUDING REMARKS

The ideas discussed in this paper are not new.
At the 1996 NAC held in Alotau, the concept of
"Smart Partnerships” was endorsed by the Coun-
cil. Theideas explored under the "Smart Part-
nership” concept are discussed here with the
same ends in mind; a better organized and co-
ordinated extension service basedon co-opera-
tive partnerships among collaborating agencies
and organizations.

The strategic directions discussed in this paper
provides a pathway {o achieve ongoing excel-
lence. The PNG Co-operative Extension Serv-
ice basedon these idealswill continue tohave a
primary responsibility to serve the needs cf rural
PNG. To fulfill the changing needs cf pecple,
businesses, and policy makers, itis imperative
thatexceliznce be maintainedwhile atthe same
time establishing naw directions. An era of
increasing 2accountability, a trend among com-
winttiss loward greater iocal avlonomy, and a
new array of funding and human resources are
all combining to produce change in extension
policies and prograrming. Therefcre, itis im-
portant to have a framawork from which deg-
81005 can be made and resources tarqetied.

The ideas discussed in this paper provide a

and improve agricitural extension services

and get agriculture moving again.

context end diraction from which realistic goals

can be established. The challenge is to have
clear directionwhile maintaining fiexidiiity so that
evoiution of the extension system is supported
and imely opportunities are pursued. Ancppor-
tunity is before us to create an environment for
estabiishing collaborative partnerships arnong
all stekeholders in the sector that will enhance
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IMPORTANCE OF AGRICULTURAL INFORMATION

Ray Kumar"

ABSTRACT

An overview is given of the importance of agricultural information to policy makers and other
professionals with the ultimate objective of upgrading technical skills in the rural agriculture sector
by providing them with appropriate authonitative information technical and educational matenials.
The dissemination of such development information through mass media e.g. radio, televisionand
audio-visual aids is also outiined.

The repackaging of scientific information, development, preparation, production and distribution of
wide ranging agricultural publications to different levels of agriculturists throughout Papua New
Guinea has been welf established in DAL but has been declining since 1997 and is currently
monbund. There is an urgent need to fund and staff this sector to prevent its collapse. There is
tremendous scope forinformation Servicing, information Transfer, Data Managementand Compu-
ter Software Information packages and nurture the knowledge sector in PNG by our information

professionals teaming up with advanced electronic information sources in Australia & USA.

INTRODUCTION

In his book entitied "The Third Wave", Toffler
(1980) divided human history into three major
eras orwaves. The Firstwave, from 8000 8.C.
to 1750 A D., was called the agricultural revolu-
tion, and was based on farming s the world's
primary occupation. In the second wave, from
1750t0 1995, the rise of industrial civifization and
the industrial revolution, manufacturing became
the principal vocation and the developed world
was engaged in or moving towards mass pro-
duction. The third wave, whichbegan inthe mid-
19503, is sometimes referred to as the informa-
the delivery of services. Here it is pertineni to
note form the above scheme thathuman society
was profoundly fransformedwith eachwave and
the transition from one wave to the next was
seldom easy. Some of the more important
features of the information age may be summa-
rised as follows:-

' Biology Department, University of Papua New Guinza, N.C.D.

1. The prized commodity - information, whether
verbal, written or electronically organized, is
to-day world's most valuable commodity.
Without accurate information, researchers,
technologiests, media experts and extension
specialists would becoma incapacitated. All
griightened policy makers now recegnized
that sound, scientific information must be”
brought to bear on all public policy issues.

2. Access to information - agricuitural scien-
tists and farmers in the developad world can
haveimmediate access to scientificandtech-
nical information nof readily or easily avail-
pie, CSIRO administrators have been con-
cerned by the decreasing numberofresearch
journals avaitable in CSIRO and Australian
libraries. But it has been too costiy o in-
crease subscriptions. In August 1999, the
CSIRO Library Network launched the Elec-
tronic Journal Collection giving staff across
the country an instant link over 1,800 titles.
Electronic journals are much cheaper and at
a reasonable cost CSIRO has been able to
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vastly increase their holdings and access for
theirprofessionals. . = = =

3. Value of information - the value of informa-
tionliesin the fact thatknowledge canbe used
either to guide correct & informed decision
making as well as encouraging the introduc-
tion of more productive agricultural technolo-
gies. (Hua, 1994). For example, the web
offers American farmers a way of becoming
connected to other points in farming activi-
ties. Anumber of websites have sprungupto
provide them with news, agronomic advice
and risk management tocls, and web-based
exchanges, suchas Farms. Com, allow them
to bid for things like pesticides and fertilizers,
and in turn find buyers for their products.
Many American farmers now believethattheir
most valuable harvest may be the data they
iog in'the computer from the land. Using a
new software called "percision agriculture”
they can link yields in different parts of their
fields to particutar soil features.

4. Recent advances in information sector
- tremendous advances have occurred in

the fields of information and communication

technology These are, as indicated earlier,
already providing, at least in the developed
wodd. easy and complete access to the
latest infermation from across the full range
of scientific disciplines. This means that
vast quantity of relevant information is avail-
abie to the professionals almost instantly.
Actually researchers such as those in
Genomics {the Science of detenmining the
saguences of DNA letter's in an organism's
chromasome)cannot functicnwithoutinstant
access to day to day development in their
know whether or not the sequences devel-
oped by them have already been discovered.
Forthis purpose, in Australia, alijournals are
Igaded on a CSIRD web server, meaning
instant access to scientific information fram
work, home and even when travelling. All
journals in the collections are aveailable as pdf
files, whch means theay lock like their printed
countemarts. :

5, Informationand communication - Attempt-
ing to absorb vastquantities of relevantinfor-

mation available, however, has been com- ~~

pared to "trying to drink from a fire hose".
Acutally many people believe that, "We are
drowning in information, while starving for
Wisdom" (Wilson 1998). And the problem
promises to become more severe. Clearly,
makinginformation readily available isnotthe
same as communicating. Anditis communi-
cation among professionals, both within and
across areas of specialization, thatis needed.
Synthesis of informationis greatly needed to
enhance scientific progress, tofacilitate learn-
ing, and to ensure the efficient application of
new knowledge to the solution of practical
problems. For this purpose publication out-
letsi.e. Scientific journals which provide out-
lets for topical synthesis that have passed the
rigorous of peer review are essential. PNG
does have three reputable Agriculturai jour-
nats and two of these are currently in dire
financial straits.

THE THIRD WORLD SITUATION

The development of new information & technolo-
giesusing computers, sateflite communications
and CO-ROM, etc has made information
processing and dissemination easier, faster and
maors efficient. However, a group stucy o new
technologies retevant to developing countries
has observed as follows:-

“Thentroduction of computers andthe appit-
caticn of classical computing techniques,
while benefiting the modem sector in urban
argas, has had little or no impact cn the
traditional sector of developing countries, s-

The above statement, aimost two decadesiater,
still holds true for Papua New Guinea. Apart of
the problem, as noted by Hua (1994), maybe that
the poficy makers at times find it difficult to
understand the fuss that is being made on
information needs as they have other more
important priorities, for example, feeding
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the poor and providing health services to
the needy. They totally forgot the fact that by
meeting the information needs of scientists and
farmers they are boosting agricultural productiv-
ity thereby reducing poverty.

INFORMATION POLICY

The following considerations as detailed previ-
ously(Erai & Kumar 1994) needtobe re-empha-
sized in revitalising the Agricuitural Information
Sectorin PNG:-

1. Assistin the upgrading of the technical skills
necessary for the transformation of rural ag-
riculture and livestock sector.

2. Strengthen the delivery oftechnical extension
services by providing themwith authoritative
information, technical and educational mate-
rials. Allinformation needs repackaging for
comprehension at the farmer level.

3. Disseminate Agricuitural Information to di-
verseaudience.

4. Development, preparation, production and
distribution of wide ranging agricultural publi-
cations {o different strata of Agriculiiiral pro-
fessionals.

5. Obtain and provide, to researchers,
extensionists and otherinterested agricuitur-
ists results of relevant studies conducted
elsewhere in the world.

The Agricultural Information Programmes would
needto be developed to focus onthree strata of
our society:-

1. Rural Agriculture and Livestock sector com-
posed mainly of smallholders and evolution of
an information base for development and
planning atvillage ievel;

2. Agricultural Extensionists and general public;

3. Agricultural researchers and other profes-
sionals.

With a view to implement the policies and strat-
egies outlined above it is proposed that the
following units of DAL be strengthened by infu-
sionof more staff and providing finances for their -
operations.

A. NATIONAL CARIS CENTRE AND
CENTRALLIBRARY

CARIS (Current Agriculture Research informa-
tion Systems) deals with information on agricul-
ture research projects currently being carried
outin aninternational co-operative network com-
posed of national, regional andinternational cen-
tres, with the co-ordinating centre located at
FAQ Headguarters in Rome.

CARIS isa source ofinformation to researchers,
planners, managers or administrators, policy
and.decision makers, preduction and develop-
ment specialists. CARIS covers the whoie range
of research in agriculture and related fields.
CARIS in PNG was established in 1987 at the
Department of Agricufture and Livestock Head-
quarters atkonedobu. In 1990, CARIS produced -
the first directory of Current Agricuitural Re-
search in PNG. Fiscal constraints have how-
ever, slowed down and frequently stopped these
operations. CARIS and AGRIS operations must
be greatly strengthened and scattered informa-
tion units in DAL such a8 PNGRIS, Marketing,
Rural Statistics, etc brought underone umbreila.
maticn transfer, data managementt and compu-
ter software packages. Their operations would
benefit greatly by teaming up with electronic
sources in Australia and USA.

The CentralLibraryfor DAL, located at Konedobu,
was establishedinearly 1960sand servesaalithe
agricultural institutions in Papua New Guinea.
The mainfunctions of the library isto co-ordinate
andprovide various library services. Ithas over
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20,000 volumes, most print materials and 500
periodical titles the number of which on current
subscription has unfortunately been steadily
declining, due to insufficient budgetary alloca-
tions, and currently stands at zero.

Today Agricultural professionals in DAL and
thereof have no access to recent advances in
various facets ofthe vast agnicultural enterprise
in other parts of the world. DAL could consider
- subscription to Electronic Journals, aiong the
pattern of CSIRO (vide supra). But this means
investment in costly electronic hardware and
software and, if past experienceis any guide, no
funds would be available for maintenance and
recurrent expenses. The running and mainte-
nance of electronic facilities is a costly undertak-
ing and these costs continue torise every year.

B. AUDIO-VISUAL TOOLS

Video programmes can greatly assist the
extensionists by showing farmers howexactly to
do something or whata crop/livestock lcoks like
or should look like. it doesn't require a high
standard of lileracy and combines words, pic-
tures and music.

Aparsontypicallyretains about 10% ofthe infor-
maticnhie reads, a fuli 20% af whathehears, but
80% ofwhathe see, hears and discuszes. This
16 the netential of visual and audic visual screen-
ingasateaching tool. Andif"handson” practice
or demonstrationsisincluded, aperson'sreten-
son-level canrise 10 a high 90%.

Some twenty-twvo (22) films produced by the

DAl Audio-Visuai Unit in English, Pidgin and

popular. Covicusly thauvse ofsudio-visualtools
as anaidtoextensionists should be emphasized
and strengthened. But since 1896 nonsw video-
fims or Agricultucal subjects have been pro-
duced. Financial constraints havelimited further
- progressin this field,

C. RADIO COMMUNICATIONS

DAL has provided ideas, informations and staff
for the formulation and production, of Nationai
Broadcasting Corporation's agricultural radio
programmes. These send out simple mes-
sages onpractical agricuiture that canbe under-
stood even by someone who cannot read and
write. The messages are received quickly, and
absorbed overlong distances by large groups of
our people. The development of above pro-
grammes is only possible if the staff have the
backing of a well run and up-to-date agricultural
library with iatest books, journals, research re-
ports, handbooks, encyclopaedias, bibliogra-
phies, literature guides, directories, reviews and
other publications. This, as indicated above, is
presently not the case. These still popular and
eagerly sought after radio programmes, in face
of financial constraints, have now more or less.
ceased altogether. No serious attempthas been
made to develop home grown agricuitural pro-
grammes, not even backyard gardening infor-
mation for featureing on EMTV.

‘D, PUBLICATIONS

These are the single most important sources of
information by which research-exiension-farmer
linkage in agriculiural sector is maintained. For
the continuity of publications, the system must
ensure reguiar publication of resuits. The publi-
cations from DAL publication unit address vari-
ous strata of our society and are intended for
didiman, didimen. teachsrs, farmiers, general
public, exiensionists, rasearchyworkers, project
co-ordinators, nationat and internaticnalorgani-
zations, exparis and consuitants, scientists, tech-
nologists and other professaonals in schools,

Guinea, Theyfallinto the foliowing catagories:-
1. Exiension Publications

DAL publishes a wide range of Extension
Builetins, Farming Notes, Rural Development
Handbooks, Village Talks, Field Pocket Books,
DAL Posters, Discussion Papers, Agricul-
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ture in Economy Series and Agriculture
Booklets. Also produced are extension mate-
rials such as videos, films and audio-tapes
on agricultural topics and developments.

DAL produces and publish the only extension
journal of developing South Pacific nations
viz. HARVEST which is a widely distributed
and eargerly sought after journal.

2. Rural Newsletter

The widely read Agricultural Newsletter,
Didiman has been hailed as the best Rural
Newsletterin PNG and needs to be strength-
ened. Currently it has ceased publication
altogether due to staffing and fiscal con-
straints.

3. Scientific Publications

DAL publishes specialist scientific bulletins,
technical reports, research bulletins and
PNG Joumal of Agriculture, Forestry and Fish-
eries which is the only Agriculturat Journal
being regularly published fromthe develop-
ing Pacific island nations. This scientific
journal published since 1935 has had stand-
ards and presentation which earned it an
internaticnal recognition. itis anational herit-
age publishing articles basedonresearch in
PNG and the Pacific Istand nations.

The above wide range of agricultural exten-
sion and scientific publications aimed at dif-
ferentlevels of audience are prepared by DAL
staff specializingin writing, editing, designing,
tvpesetting. They, asrecently as 1995, were

there is demand for more publications to be
distributed to more centres.

Current state of DAL Publications
Astheformer Chief Publication Officer of DAL, it

1s sad for me to observe that since 1997 there
has been a steady and unacceptable deciine in

the fortunes of DAL Publication and Printing Unit.
Two highly experienced national editors have
left the unit and no new replacement have still
been appointed. The computers forHarvestand
PNGJAFF purchasedin 1994, thoughnow work-
ing erratically, have not been replaced. Tei-
ephone & fax bills are seldom paid regularly
resulting in long cut offs. The printing machines
have not been serviced regularly. The trust
account of the unit which received "outside job
money" and was used for bringing out various
DAL publications, has been taken away from the
unit resulting in its irregular functioning. itis no
longer a scientific business enterpriseitusedto
befrom 1993-1997. itisinthe interestof Agricul-
turists of all strata in PNG to see that the unitis
revitalized by funding itnormally andreturning to
its Trust Account for efficient day to day opera-
tions.

E. KNOWLEDGE SECTOR

AccordingtoaFebruary 1993 issue ofthe Econo-
mist the fastest growing part of ali rich countries
is neither manufacturing nortraditional services
butthe "knowledge sector”. The magazine noted
that over half of all workers in rich countries are
currently employed in the production, storage,

retrieval or distribution of knowledge. Newjour-
nals are being established attherate cfone day-
in the industrialized world. We are therefore

oftenhood-winked by people who discourage us
either from starting new journals in the world or
revitatising old oneson the pretextthatthere are
enough journais already and it is in a scientist's
interest to publishin a Western Journat.

worthy of the best papers from anywhere else
in the world. The stocks-in-trade of scientific
journals are ideas, high standard of published
papers and regularity of their appearance, and

we must therefore be in the market-place for

journalsifwe are to be competing participantsin
this trade. Unless we are prepared to invest in
the "knowledge sector' now we would finditvery
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difficult to catch up with the brain power of our
competitors, inthe 21 century. Theinformation
sector requires adequate funding and staffing. It
cannot function on the wings of hopes, prayers
& grandiose statements.

We must remember that knowledge can be
converted into income & jobs. The role of Gov-
ermnment is to:

a) encourage entreprenurship;
b) encourage can-do-community.

The Government has a responsibility to ensure
competitiveness by creating:

a) low tax environment;
b} low inflation regime.

The above policies would generate investment
both domestically and from abroad.
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AGRICULTURE MARKETING

Phil Franklin®

INTRODUCTION

This paper deals with Agriculture marketing,
particularly atthe local level.

MARKETING 1S THE MAJOR WEAKNESS
OF A SMALL PRODUCER

Whenwe talk about agriculture atthe local level
the major weakness here, as with all SMEs
(small and medium size enterprises), is in mar-
keting. Local producers must be aware of what
isinvolvedin marketing that will add value to their
commodity.

FORMAT OF PAPER

- This paper shall develop by looking atthe three

options for local producers in PNG. All three
options involve various degrees of marketing.

Whatchoicesargihere? Thefirsteptionis direct
exporting. Thistakes time and etfort, plus alotof
finance and expedtise. it's highriskand easyto
make losses due to unfamiliarity with regulatory
requirements, etc, All marketing expenses and
responsibilities fall to you as exporter. This is
obviously not a real option for a small producer.

. Thesecandaptionisto selito alncal huyer, This

can be done 3 ways. Firstit can be sold to a
middieman such as anexporter (AGMARK) orto
aretailer (such as Andersons). Secendlyitcan
be sold to the Consumer at the iocal market.
Selling to the retailer or end-user is the easiest
option as payment is supposed to be quick.
There is less need for marketing expenses.

' PNG Chamber of Commerce & Industry, Port Moresby,

The third way is to form a co-operative. There
are numerous disadvantages if managementis
not strictly commercial. Therefore this has nor-
mally been an option developed in rural areas
where there has previously been nolocal buyer.
With this sort of organization small producers
can jointly create a critical mass and sufficient
economies of scale to market their product suc-
cessfully. Again much depends on the co-
operative entrusting management to someone
with commercial competence. And then the
problem arises of having enough managerial
talent to carry on the business if the manager
falls sick or needs to take some leave. There
have been examples of successful and unsuc-
cessful Co-operatives in PNG.

AN EXAMPLE AND A SOLUTION

Mr Farmer is a small agricultural producer. Mr
Farmer's problemis that, while having a product
that can compete internationatly, he lacks the |
marketing and informaticn infrastruciureto maks
the leap into exporting. The costs of creating:
such an infrastructure are beyond Mr Farmer's
resources and credit is hard to come by.

Does this socund famifiar to PNG? Yes!

CASOLUTION. L 0o

Governments have fried to address the market-

-ing problems of SMEs by creating export promo-

tion offices, establishing training institutions, etc.
The South Pacific Trade Comission (SPTC),
currently headed by PNG's Mrs Tuvasa, is an
example of an export promotion office which
does a good job and avoids the problem of

inefficiency and incompetence.

However bodies like the South Pacific Trade
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Commission and IPA need to be supplemented
by other additional efforts. Thebottomlineis that
it costs money and there is the ever-present
spectre ofinefficiency and inability looming over
bureaucratic offices.

A 1997 UNCTAD/WTO study titled "The SME
andthe Export DevelopmentCompany"” presents
both an alternative to export promotion offices
and an additional effort: this "additional effort” is
for the government to encourage the growth of
private sector institutions that support SME ex-
ports. The government can save money while
achieving important goals in development and
trade.

The key is to bring two different types of private
mstitutions together and to help each other un-
derstand the other's requirements for a suc-
cessful business relationship. -

The SPTCrepresentatives haverecognised the
need for this sort of business relationship and it
is the core of their work. Butitis notenough by
itseif.

CONTRIBUTION OF
DUCERS

THE LARGE PRO-

Motenoughappreciation is made inthis country
of the contribution of the large producers io
assisting egriculture o make the irangition from
subsistence {c conmercias,

Where {arge producers exist many of the prob-
lems of the SMEs disappear or become man-
ageabie Thisisbecause the problems of critical
mass disappear, the altraction of infrastructurs
and commercial skiils pius the availability of a

markat all make the environment for the smail

producer morg friendly.

In agriculture large producers do nat compete

- against the small producers as both produce

smali quaniities in PNG compared to the worid
market Both are competing together against a
much targe world market. Both are helping each
other as their separate productions are agyre-

gatedtocovershipping overheads andincrease
volumes overalland lower each other's market-
ing costs. When these large agricultural enter-
prises are absent then we see the many prob-
lems arise or are not solveable without the large
injection of government cash.

LETS LOOK AT SUCH A SITUATION

Imagine the coconut producer outside Kerema
town. Is his produce marketable compared to
someone outside Madang, Kavieng or Rabaul?

No. The Kerema coconut producer has enor-
mous problems becausethereis no established
infrastructure ormarketing network for coconuts
there compared to other more developed areas.
His marketing costs are enormous, perhaps
egven so huge asto make it uneconomic. Coco-
nuts thus get left on the tree except what is
needed for subsistence purposes.

SECRET OF MARKETING FOR SUCCESS

Marketing is an essential elementin agricuiture.

Thereisanessential needtoestablishabrand or
reputation inthe agricuitural fieid

Coffee is a good exampie. Tourists and long-
time residents iove our Goroka coffes. Thatis
bacause of effective marketing

What is the secret? The fust element of sus-
cessistohave abasic good product. Andifthe
nroductis of a special high quality then be proud
of . Leteveryone know about it with whatever
levelof adverlising you can aiford -itmay justbe

‘the sign_on \;ourpick-up truckeranadonEMTY.

The second alement is to make sure that cus-
tomers are only supplied the genuine product
consistently. Other agricultural products need
not be of & premium quality but the quality of the
particuiar brand must be of a consistent quality.

Third element of success is the most important
for PNG producers: marketing the product.
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Transport iogistics and commercial marketing
are the two areas to marketing produce.

WHAT CAN BE DONE NOW TO IMPROVE
AGRICULTURAL MARKETING?

1. Infrastructure is the key to improving

The marketing of PNG Agricuitural product
relies on Roads, Bridges, Power, Telecom-
munication and local markets.

2. Local market Development

PNG has plenty of land on which to grow food.
Local markets are seen all over the country.
These vary from being small informal road-
side and village arrangements to large formal
markets like Lae Main Market. Most ofthese
markets are not well serviced by buildings,
power or water. Additionally they close at
different time with little regard or the producer
orthe consumers ability to get to the market.
There needs to be a major review of local
market opportunities and iocal market infra-
structure.

IF YOU ARE A LOCAL LEVEL PRODUCER
HOW CAN YOU BETTER MARKET YOQUR
PRODUCT?

Take alesson from successful rural marketers
and your marketingwiilimprove. Visityourtarge!
market twice in order to;

a) determine what youhavetosell - your suplus,

or whnat you can grow or rear to sell - your
possible surpius.

b) identify potential customers, the closer o your
village the better.

c) ensure that the cost of your goods to the
customeris below what he will buy themfor.

d) Market to your customer - is your goods
superior in some way in price or qualiiy?

e) Small producers frequently don't realise how
critical it is for their customers to have con-
sistent supply and how important this is a
factor in marketing. Often confidence to the
buyer that you can consistently supply is the
difierence between being able to sell to a
quality customer and not being able to sell.
Fix up any factors that will affect your consist-
ency of supply. '

f) Cleanliness - at minor cost attention to clean-
linesswillbringrewards in higher sales. Clean-
liness of anything associated with delivery
and your product will aiso impress your cus-
tomer a little extra.

In the end marketing is about enhancing your
product and giving the consumer a lasting im-
pression.
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DOWNSTREAM PROCESSING OF AGRICULTURE PRODUCTS

Wayne Golding'

ECONOMIC FACTORS

The PNG economy can elevate itself from its
currenteconomicfrustrations, bylifting Domes-
tic Production across all economic sectors.
Excess protection will have an adverse effect,
whereas protection afforded as detailed in the
"White Paper - Tariff Reform Program”, would
provide economic uplift.

Economic factors influenced by increased do-

~ mestic production, to hame but a few are:

- Increase in consumer spending.

- Providing economic activity to the rural and
formal areas.

- Preserve and increase foreign exchange
eamings.

- Increase employment.

- Reduce dependence on foed imports.

A main feature of uplifting domestic production,
is the downstream processing of Agircuttural
products, whicht in turn will push upstream op-
portunities.

The continualexgort of raw matenals oniy trans-
fers employmentoverseas. PNG needstoreal-
istically fock atopportunities, which are effective
importsubstitutes, andior offerexportoppontuni-
ties in 3 semi and fully processed state.

PRODUCT GROUPS 7

1, Trez Grops: Coffee
Tea
Patm Ol
Cocoa
Copra

' President of Chamber of Manuiacturers Council, Port
Moresby.

2. Minor Crops: Vanilla
Cardamom
Other Spices

3. Fruits: Banana, etc.

4. Root Crops: English Potato - Processing
Sweet Potato (Kau Kau)
Kava
OtherVegetables (Carrots).

5. Grain Crops: Com
Wheat
Stock Feed Materials
(Maize; Sorgum, etc).
Rice

6. Vegetables: Tomatoes etc.

COMMERCIAL REALITY CHECK LIST
Is it competitive againstimporis?

Yeas - Opportunities do exist.
No - How much protection can be afforded.

16 the suppiy chain adequate?
Seasonal/quantity/quality/price

Can capital investiment be financiaily sup-
ported?

Economy of scale; Ratio of Domestic and Ex-
port Quantities; Capital vs Borrowing; £x-
change Exposure.

Market Access

Domestic; Export, Customers Needs,; Price
Competitiveness; Consistency of supply; Export
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State semi to fully processed goods; Shipping
Capacity; Quarantine.

THE PNG EDGE

Taking into consideration comparative and com-
petitive advantages, PNG does have the advan-
tagein products where raw materials are "home
grown",

After reviewing the commercial reality check, |
personally feel the following crops do have the
most potential, subjectto consistence of supply
and economy of scale of production of base
materials.

PalmOil - From semi to final product.

Tea - Already there, but needs
expansion

Coffee - ExpansionofRoasted Coffee
products, especially "NITCH"
markets for high end
products.

Cocoa - Opportunities exist onthe

- surface, but best answered

by industry.

Spices - Highend products.

Grains - Especially for stockfeed with

potentiatic assisifuture food
chain.
Cottage industries
- Domestic consumption
initially.

PNG DISADVANTAGED PRODUCTS
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Mchammed E. Wagih'

BACKGROUND

Trade liberalization under the General Agree-
ment on Tariffs and Trade (GATT) hasleadtoa
a process of dismantling mechanisms for tariff
trade barmriers such as price support, tax conces-
sions, and export subsidies that were set to
protect national industries. This increased the
- flow of trade among countries in diversity of
productsincluding agri-food, feed, vetennary and
pharmaceutical. Competitiveness and effec-
tiveness have become the name of the game.
The recent development in bictechnology be-
came one of the major growth industries world-
wide. Theindustry, islikely to groweven further,
promising a major source of innovation and
product diversification, provided that consum-
-ersand businesses are confidentin the safety of
the products. Under such economic and iegis-
lative climate, competitive entry of developing
countries into the biotechnology industries is
fraught with many difficulties {(Wagih, 1998).
Thesedifficulties may include lacking of iechno-

- logical and legal capacities for developing inno-

vative biotechnology R&D, andrelevant regula-
tory policy, inabiliy to access new technology
ools attached to intsitactual properiy nights and
inability to secure share of benefits regenerated
fromexisiing patents and infringements of cwned
resources. in viaw of the conlinuing coaies-
cence of the biotechnology industry under lim-
ited multinational coinpanias, these difficulties

The safety issue of biotechrology practices
and products, known as "Biosafely”, is apotsn-
tial non-tarifi barrierto trade and, therefore, has
- become a central to the principles of free trade
“under GATT. In principle, mest of the

“bictechnology products are of no potential

! Bictechnology Centre, University of Technology, Laz  :-apua

New Guinea.

harm. However, in the last two decades, the
increasing appearance and commercialization
of products from recombining DNA of living or-
ganisms, resuiting in Genetically Modified Or-
ganisms (GMOSs), has raised a flux of biosafety
concerns about possible unitended conse-
quences on human, the environment and the
socio-economical status of communities. The
unintended consequences of GMOs on human
may include altlergencity, toxicity, and
mutagenicity and altered levels of nutrients or
anti-nutrients and possible dietary and nutritional
harm of the food in its food web. Concemns of
unintended environmental damage include the
potential of GMOs to become aweed orinvasive
to natural habitats, potential for gene escape/
flow (genetic pollution) to wild relatives whose
hybrids offspring may become more weedy or
more invasive, specially in Centre of Crigin,

potential of GMOs to cause injury, disease or - -~ - -

damage to environmeiital or agricuitural pred-
ucts thwough toxicants (eco-toxicants) and in-
fectious agents, or increase susceptibiity to
pests, potentialimpactonnon-targat organisms,
and potentiai impaci on biodiversity. Concemns
of unintended sccio-aconomic impacts inciude,
nroduct substitution, changsd agricultural prac-
tice, and labour displacement eic.

irthis regard, the 171 member countries of the
Conveniion of Biclogical Diversity (CBD)recog-
nized the need for an international "Biosafety
rrotocol”, as to provide legaily binding instru-
CBD Confarence of the Parties (COP2) in Ja-
kKarta (6-17 November 1885) the Parties passed
aresolution onconsideration of the needforand
modalities of a protocol for the safe transfer,
handling and vse of LMOs (GMOs). A protocol
on biosafety was thought to be necessary for
trans-boundary movement of any GMO that
may have an adverse effect onthe consearvation
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and sustainable use of biological diversity. An
open-ended Ad Hoc Working Group on Biosafety
under the COPs was initiated to address this
matter. The Working Group met six times from
1996-1999 with a mandate to developing a frame-
work for a Boisafety Protocol to be presented to
the COPs. The First Extraordinary Conference
of the Parties to CBD was convened at
Cartagena, Colombiafrom 22-23 February 1999
to adopt a recommended text of the Biosafety
Protocol. The COPs decided that the Protocol
be called "Cartagena Biosafety Protocol”. The
Conference failed to reach consensus among
the COPs, mainly due to differences relating to
the scope ofthe Protocol, and the refationship of
the Profocolto otherinternational treaties. After
further efforts in extraordinary meetings, the
COPs in Montreal, Canada adopted the Proto-
col, on 29" February, 2000.

THE CARTAGENA BIOSAFETY PROTO-
COoL

The Cartagena Biosafety Protocolis being open
for ratification by the CBD Parties since the 15
May 2000 at the 5" CBD Conference of the
Parties (COPS5) in Nairobi, Kenya. Signatures
willthen be open atthe Treaty Section, Office of
Legai Affairs, at the Uinited Nations Headguarters
inNew York, asfrom 5 June 2000t0 4 June 2001,
The Protocol will enter into force $0 days after
minimum of 50 Parties have ratified the Proto-
col. The Protocol sets requirements for mori-
toring and reporting by countries on how they
are implementing the Protocol, compliance
procedures are also set up to seftle disputes.
There is aprovision in the Protoccl for providing

countries and countries with economics in tran-
sition to build up their capacity in biosafety and
implementation of the Protocol. This will be
pivotalto trade and will, therefore, require coun-
tries to develop their own "National Biosafety
Guidelines" and build the necessary legal and
technical capacities in biotechnology for safe
transfer, handling,use and indentification of
GMOs and their derivatives. The establishment
of aninter-agency NationalBiosafety Cr: . imit-

tee (NBC)would be necessary toundertake the
responsibility of monitoring biotechnology activi-
ties and assessing processes leading to the
release of GMOs and their trade in a manner
mutually supportive of otherinternational obliga-
tions (Wagih ef al. 1998, Wagih 1998)..

REGIONAL DEVELOPED COUNTRIES PRO-
SPECTIVE

InJuly 19986, the Standing Commitiee on Agricul-
ture and Resources Management (SCARM)
established a Working Group to examine the
need for regulation of gene technology and re-
lease of GMOs from an agricultural perspective.
In August 1997, SCARM considered a report
fromthe Working Group recommending national
uniform assessment process that provides the
necessary assurances to consumers and dis-
tributors of GMOs products, particularly by pro-
tecting against unwanted public health and envi-
ronmental outcomes; provides a consistent
regulatory approach across government and
low compliance and administration costs; and
control the importation of GMOs. It was pro-
posedthata Gene Technology Agency (GTA) be
established with the power to assess all activi-
ties leading to the release of GMOs and their
products.

in August 1997, the Agricuiture and Rescurce -
Management Councii of Australiaand New Zea-
land (ARMCANZ), a Council of Commonwealth
and State Ministers, endorsed the framework
proposed by the Werking Group. The Austrailia
New ZealandFood Authonty (ANZFFA} developed
specificregulation for GMF in relation to human
Australian Food Standards Code as Standard

A18. Ths safety assessment considers the
unintended consequences thatGMOs may have
on other characteristics of the food. Due to
public pressure in New Zealand, the Labour
Party was elected to government in November
1899 with an election promise that it would hold
a Royal Commission of Inquiry into genetic engi-
neering. The inquiry was dueto startin May/June
2000 andis scheduled to last for approximately
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ments were recommended to be contracted out,
where appropriate, on a cost recovery basis
from applicants, as not to overburden the na-
tionalregulatory agencies.

THEBIOSAFETY ISSUEAND CONSTRAINTS
IN DEVELOPING COUNTRIES

While considering the need for developing rel-
evant National Biosafety Guidelinesto safeguard
the environment and public health and to protect
nationalinterests and concems, developing coun-
tries face numbers of major constraints, among
them are:

- Understanding the potential impact of GMOs
and their products, including pharmaceuti-
cals and genetically modified food and feed
(GMF), upon the environment, biodiversity
and human health,

- Daaling with public perceptionissuesrelatedto

- GMF, andthe environmental impactof GMOs;

- Assessing possibia social and economicimpti-
cations of the import of GMOs and their prod-
ucts inlight of avatlabilily of safer substitutes.

- Coping with the workload regulaters are likely
tofzceinprepanngnew reguiaiery policy and
the costofimplementing relevant legis!ation;,
and

- Relying on the public secior with limited sup-
portresources as opposed to strong private-

indeveloped countries.

CONSIDERATIONS [N DEVELOPING NA-
- TIONAL BIOSAFETY GUIDELINES

The deveicpment of National Biosafety Guida-
ines in biotechnology is based on the same
global, regional and bilaterai considerations ! at

were takeninto account during the development

of Cartagena Biosafety Protocol. These consid-

tional interests in the course of optimizing a
national framework for regulatory policy. Some
of these considerations are;

- The implications of World Trade Agree-
ments (GATT), specially provisions con-
cerning non-tariff trade barriers

The principles of free trade set at the final round
of the GATT (Raworth & Reif 1995a) that was
completedin Marrakechin 1993 is administered
by the World Trade Organization (WTQO), which
became responsible for undertaking GATT obli-
gations in the discrimination between justified
non-tariff trade barriers, i.e. for reasons of envi-
ronmental prudence and/or adverse effect on
human health, and restrictions that are unjusti-
fied underthe principles of GATT. Inthis respect,
the World Trade Agreements (WTAS) serve as
a de facto means for harmonizing biosafety
tegislation and decisions through curtailing na-
tionai sovereignty to rule unilaterally on new
GMOs and their products under the principles of
free trade. Evidently, the implication of GATT
compromises the sovereignty of individual na-
lions, where its biosafety legislation might be
construed as a spurious non-tariff irade barner.
in other words, the reguirernent is that national
biosafety measures adopted for reascns of en-
vironmental protechion are legitimate’ and 'sci-
entifically justifiable’. In case where national
provisions deviate fromintemnational guidslines,
acountry must, if challenged, produce scientiiic
avidence justifying such daviation.

Under GATT, the potential Technical Barriers to
{rade (TBT)were addressed intwo agreemeints

reflacting environmantal biosafety issueés, rely- -~

ing upen aranga of international standards and
guidelings, These agresmentg are; the Agres-
ment on the Application of Sanitary and
Phviosanitary Measures (SP8) and the Agree-
ment on Technical Barriers to Trade (TBT),

The SPS Agreement requires members fo
base their sanitary or phytosanitary measures
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oninternational standards, guidelines orrecom-
mendations, where they exist. But, an optionis
available under Article 5.7, which allows adop-
tion of provisional measures "Members may
introduce measures, which resuit in a higher
level of protection than would be achieved by
SPS measures, if there is a scientific justifica-
tion." (Paragraph9). Substantial evidenceis not
a condition for applying restriction on imported
GMOs or their products. Least-develop member
countries were giventill this year, 2000, toimple-
ment SPS obligations. Otherwise, a member
country might apply the restriction with some
evidence, and within a reasonable time, the
member must provide additional evidence to
justify further restriction. However, providing
adequate scientific justification in areasonable
duration would be a problem case when risk is
uncertain, impossible, or cannot be identified.
This could mean that an embargo on an import
of GMO or its products, based on provisions of
the Biosafety Protocol, by one country is likely to
bring trade disputes to the WTO. For this rea-
son, the appropriateness of the'Biosafety Proto-
col' has been challenged on the basic of its
possible conflict with the GATT principle of free
trade (Miller et al. 1998).

The TBT Agreement requires that "Members
shall ensure that technical requiations are not
prepared, adopted or applied with a view to, or
with the effect of creating unnecessary obsta-
cles to internationa! trade" (Raworth &
Reif1995h). However, the Agreementdoesitem-
ize particular 'legitimate objectives’, according to
whichtradarestrictions maybe permitted. These
objectives include exceptions, which were also

made in Articte XX of the GATT. Obstacles to

conflictofinterestbetween principal exporters of
biotechnology products (mainiy developed coun-
tries), and developing countries. Therefore, many
developing counties consistently supported the
need for a protocol to cover, not just the
transboundary transfer of GMOs, but aiso their
postentry safe handling and use. Inthe course
of biosafety risk assessment and risk ma, 1age-

ment, developing countries anticipate commit-
ment from developed countries for more modest
capacity building in biosafety.

Socioandeconomicissueshavelitle scopein
the GATT. In Article 5.3 ofthe SPS, there is a little
consideration for economic factors, but a re-
striction must be least-trade restrictive. The
fact that there is no explicit provision under
GATT forexciuding animport onthe basis of the
possible social or economic ramifications,
socio-economicfactors may be considered ata
nationallevelmay serve as |egitimate restrictive
reason, atleast for now. However, the accept-
ance of GMOs imports remains obligatory. In
Italy, for example, Bt-maize (GMO)was banned
from cuitivation; however, seeds were imported
into the country. Itwas argued thatthe arrange-
ment infringes national sovereignty and disre-
gardthe wishes of the publicmajority. Neverthe-
less, incases when the public votes infavour of
aproposed ban, the country itself wilt finally fall
nadirect conflictwith WTO obligations. Despite
the possible conflict with WTO, socio-eco-
nomic, ethical and public demands have come
out clearly in the biosafety guidelines in many
countries around the world including the
Scandinavian countries, Switzeriand and italy.
The fact that the environmental impact

assessment and the risks associated with re-
lease of a GMO vary between ecosystems may-
explain why the socio-economic impact varies .
widely between countries. Also, the socio-eco-
nomic benefits assume a different waighting to
developing countries and the implications wili
evidently dependupcn apiethora oftocalfactors.
Therefore, experiences of environmental re- |
leases in industrialized countries are nottrans- - |

wnere gifferent environmental conditions pre-
vail. Thisemphasizes thatthe interestof devel-
oping countries in a mechanism for the regula-
tion of GMOs and their products may notbe best
served by a straight forward assimilation of
regulatory models taken from industrialized na-
tions. Aprovisionismade underArticle 8and 13
of the Cartagina Biosafety Protocol, that
Parties in reaching a decision on the import of
[LMOs may take into account the social and
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economic implications of adverse impacts on
the conservation and sustainable use of biologi-
caldiversity.

- Thecommitment to the 'Cartagina Biosafety
Protocol’, which will be open for ratifica-
tion by Parties that have previously rati-
fied the CBD.

The provision of Article 19.3 of the CBD for
member countries to consider a legaily binding
international biosafety protocol is about to be
materialized. The proposed Biosafety Protocol
specifies obligations for international transfer of
LMOs/GMOs and sets out means for risk as-
sessment and risk management, technology
transfer and capacity building.

Whilst developed countries realizing the impor-
tance of regulatory convergence amongst trad-
ing partners, they remained concerned that any
international "Biosafety Protocol” would ad-
versely affect their biotechnology exports. The
United States (US) and the World Bank, for
-example rejected the need for such protocol.
Aithough the US has not ratified the CBD, and,

therefore, not a party to the 'Biosafety Protocol,

it continues to panicipate in the negotiations,
both directly (Report 1898. Hoyle 1987}, and by
advising countries receiving US aid entha delip-
erations of the Conference of the Parties.

Advasce informsd Agreemeni{AA)isaprovi-
sion, which was made central 10 the Biosafsty
Protoco!. itoffers mechanisms by which export-
- ersof GMOs orthairproducts inform the comps-
tent autherity in the importing courdry prior ©
export, as to allow the imporiing couniries in-
tormed decision making prior to tmportation of

sustainability use of piodiversity. Becauseottne
reduced capacily and rescurces of daveioping
countries or biosafely risk assessment and risk
- management, the AlA offers the only afferdable
- negobiating power inthe trade of GMOs and their
products. [n the absence of rick assessment,
member countries are prohibited from appiying
permanent restricions on GMOs and v:air

products.

Liability and compensation: If GMOs have
the potential to cause serious environmental
damage or pose an unanticipated public health
risk, the issue of liability becomes important. In
the negotiations forthe Cartagina Biosafety Pro-
tocol, it has been suggested that there should
be a requirement for liability and compensation
as part of the AIA process. For a more far-
reaching protocol, which would include provi-
sions for consideration of the liability and com-
pensation foliowing environmental damage, an
African proposal was tabled at a meeting of
the Open-Ended Ad Hoc Working Group on
Biosafety as late as 1997 (Masood 1997). This
was met with the opposition of both the Euro-
pean Union and the US (Report 1997). How-
ever, in AlA procedures, a commitment to faulit-
based, civil iability would conceivably be com-
mensurate with risk posed by GMOs. In the
absence of evidence for a negative outcome
from a GMO release, requirements for public
liability, care or mandatory compensation may
not be satisfied under the SPS requirement
{Wagih 1998)

Labeling of foods driven from GMOs
{GMF}.  An International standard for GMO
labelingis in preparationunder the Codex{Codex
19¢8). Inthe absence ¢f a Codex standard, the
TBT Agreement permils mandatory labeling. This
te referred to as incorporation of Process and
Production Mathods (FPMs). Le. LMOsthatare
intended for direct use as food or fzed, or for
processing, and netintendad forintroduction into
the environment, would be dentified as "may
contain” LMOs. Labeling tor unincorporaied
PPiis may only be intreduced on a voluntary
hasis, andthen only under guidelings speciiied

unincorparated PPMs (known as negative
labeling) is prohibited. Ariicle 18 of the Cartagena
Biosafety Protecol requires Parties 10 take a
decision on the unique identification, no later
than two years after the entry into force of the
Protocol. The criteria used to determine that
foods are notfamiliar or substantially different
as aresutlt of genetic modification are important
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to justify an exclusion decision, however, will
dependonwhatnormative standards were used.
Opponents of mandatory GMO/GMF |abeling
maintainthatthe consumers should notbe both-
ered with unnecessary labeling and the regula-
tors and manufacturers should notbe unneces-
sarily over burdened (Codex 1998). May be
against the Codex standards, the European
Parliament has adopted GMO-labeling require-
ments under Council Directive 90/220/EEC, and
under legislation for products of GMF soybeans
andmaize. The EU requires mandatory labeling
for GMF s and foods thatmay contain GMOs (EC
1997). In comparison, the United States only
requireslabeling of GMF that are unfamiliar and/
or substantially different from the unmodified
counterpart(FDA 1995).

Trade bans against non-Parties to the
Biosafety Protocol: Trade banswas proposed,
againstnon-Parties tothe CBD. However, itwas
argued this would penalize countries not taking
part in the protocol. Under the principles of
GATT, the most favoured nation and national
treatmentprinciples (Article | andill ofthe GATT)
wouid be breached by such a ban, uniess the
mandated measures under amultilaterat agree-
ment fulfilled the terms of the GATT Exception
clause (Article XX). However, a more WTO-
consistent provision would be one that permit-
ted trade with exporting interests prepared o
enter into AlA procedures, cr trade witih non-
Parties who had legisiation consistent with the
spirit of the Biosafety Protocol.

- Pressure underregionaltrade agreements
towards harmonization of blesafsty regu-
lations, such as that undsr APEC, EU,

All 132 members of the WTO are also members
of someform of regional trade agreement (WTO
1997}, such as Asia Pacific Economic Co-op-
eration (APEC), European Union (EU), North
American Free Trade Agreemeni (NAFTA) etc.
Membership of free trade areas' {(oraspiration to
membership) may place certain constraints upon
the national biosefty legislation, due to the need
forharmoenizationinthe presence oflarge Jiffer-

ences among the biotechnology capacities of
member countries. Regardless of beinga mem-
ber ofatrade agreement, the geographical prox-
imity of some economies leads to ecological
similarities, which may be reflected in their
biosafety provisions. Forexample, inthe APEC,
Malaysia has adopted guidelines, which most
closelyfollow the Australian model, althoughnot
a member of the Association of South-East
Asian nations (ASEAN) (Hamid, Z.A., Personal
Communication). It is a fact that, regulations
cannot avoid judgement about strategic advan-
tages ordisadvantages of a product; presumed
benefits may influence how regulators define
harm. Thus, animplicittechnology assessment
enters their safety judgement.

- Pressure from multinationalbiotechnology
companiesto introduce biosafety regula-
tions prior to local investment.

it is an imperative for multinational companies
that a country has biosafety regulatory policy or
guidelines in place prior to investing or experi-
mental introduction of transgenic organisms in
suchcountry. This arises partly, froman anxiety
to minimize the risk of liability in the event of
environmental orhuman health problems arising
from the release, and partly from a concern to
averi potential criticiem from public interest
groups that the company is exptoiting a lack of.
regulation in choosing to develop their preducts

in these countries. There is recognition that

whereexisting legislationcannotbe easily adopted

to coverbiotechnology, muitinational companies
are anxious to see anewlegislation perse been
intreduced, irrespeclive of the system from |
which it is drawn, |

- Pressure from foreign aid agencies {o
introduce biosafety regulations undar’Aid
for Regulation’ deals.

The development of national biosafety legisla-
tion, in some cases, may become a prerequisite
forbilateral aid. The US Agency for International
Development (USAID) requiresthe introduction
of regulatory measures by developing countries
prior to condition for aid for biotechnology capac-
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ity building. The tying of bilateral aid packages to
the development of biosafety regulations neces-
sarily amounts to the transfer of legislative ap-
proaches from donor to recipient countries. An
USAID sponsored project in Egypt provides a
good example. A binding code of conduct for
biosafety in Egypt, approvedin 1995, was devel-
oped by the Egyptian Agricultural Genetic Re-
search Institute (AGERI) specially to facilitate
bilateral research projects (Madkour, M., per-
sonal communication). However, although this
code of conductwas produced with the collabo-
ration of representatives fromthe USAID funded
Agricultural Biotechnology for Sustainable Pro-
ductivity (ABSP) Project, it does not closely
follow a US model.

- Confusion caused by deregulation/relaxa-
tion of regulation in some leading coun-
tries, such as the USA

Recently, there has been arelaxation of legisia-
tion (dereguiation) in the US, which may be
followed by other countries. This relaxations
reflected in the strengthening of a 'notification
system’ rather than a ‘permit system’ for inter-
statemovement orfisid-testing of particular GMO,
with a provisionforextension of a list of exempis
from full requlatory control through petition.
Prasantly, researchers need simply to notify the
USDA Animal and Plant Health Inspection
Services (APHIS) of their intention to move the
GMOs, orto conduct a fieldtest. The deregula-
tionwili generate potential probiems, ashybrids
from deregutated GMOs and their products wili
notbe officially recognized as genetically mogi-
fied. Developing countrizs and the EU do not
favour deregulsiion, because it nagiscts the
perception of risk and the possible social and
economic harm of the new products.

CONCLUDING REMARKS

After the GATT, governments are under pres-
sure to manage trade in agricuitural commods-
ties for maximum comparative advantage. The
interests and concerns of develcped and devel-
oping countries overtha development and i;tro-

duction of GMOs and their products vary
greatly. Developing countries, which are cur-
rently lacking biosafety regulatory policy, needto
understand the implications of ratification of the
‘Cartagina Biosafety Protocol' and need to adopt
national biosafety guidelines/framework in
biotechnology, as to harness the promise of
biotechnology without restricting trade. Devel-
opingof aninter-agency National Biosafety Com-
mittee (NBC) to assist in developing and imple-
menting such guidelines, assess risk and deal
with relevant issues is important (Wagih, et al.
1098).

inthe process of developing such guidelinesina
manner that protects national interest and con-
cerns, policy makers are reminded to avoid
direct assimilation of biosafety frameworks de-
veloped in industrialized countries, and to ob-
serve the various global, regional and bilateral
considerations that may intervene with or pres-
surize national interests and compromise na-
tional sovereignty. Tradeimpedimentsbasedon
socio-economic consideration contained in na-
tional biosafety regulation are likely to be chal-
fenged.

In erder to formulate realistic national biosafety
guideiines, and for the effective safe fransfer,
handling, use andidentriying biotechnclogy prod-
ucts, especigily GMOs and their derivatives,
deveioping countries neead to, seriously, con-
sider, 1. Developrelevantlegalend adminisira-
tive frameworks for bictechiiology, 2. Acquire
scientific and technical trainiing and institutional
capacity in biotechnology with the ability to pro-
vide saientific justification in the dacision mak-
g, and 3. Davelop strategies for the training of
piotechnclogists in reievant policy 1ssues to as-

~sistin the harmoenization of guidelines at sub-

monitoring the implamentation of the Cartagina
Biosafely Protocol.
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ROSPECTS FOR PALM OIL INDUSTRY

wal Mazewin'

FACTS AND CONSIDERATIONS
Background

ipua New Guinea's oil palm industry began
ym very humble beginnings sinceits observa-
n plantings in the 1920s. Following World
ank's 1964 recommendation for diversifying
e economy, the first commercial plantings of
| palm in Hoskins commenced in 1967. The
dustry comprises of two distinct but adjacent
ymponents, the estate and smaliholder
ibsectors.

e approach adopted was that of nucleus es-
{e-smaliholder (NES) development. Theplan-
tion companies were to supply 50% of the
Jtput, and provide full milling, marketing, tech-
cal services and management for the estate
1d associated smallholders. Smailthelder
sheme was managed by the Government's
epartment of Agriculture and Livestock (DAL}
» supply fruit to the nucleus estale operated

THES

hare are nowfive projects inPapua NewGuinea,
he first of thase was in Hosking area of West
ew Britain Province. Plantation development
smmenced in 1567,

irst smattholder setilers were brought from
ther provinces to seitle on a 6.5 hectare biock
achof governmentland, 4 hectares for il paim
na98-yeariease. The Village Oil Paim (VOP)
lanting was also devsioped under the Clan
and Use Agreements (CLUA) to facililate the
rower creditfromthe Rurat Development Bank,
fith initial inancing from the World Bank.

Chairman, Qi Paim industry Corporation, Kavieng.

Theindustry has grown from strength to strength,
with three major projects in Hoskins, Bialla,
Popondetta and the two smaller projectsin New
[reland and Miine Bay provinces.

All big projects operate NES schemeswith Land

- Settlement Schemes (LSS) and Village Oil Palm

(VOP) outgrowers, while the smaller projects
mainly involve estates with VOPs.

2. Area

Industry covers over 80,000 hectares compris-
ing of about 33,000 hectares by smallholders
and the balance under the estates. Develop-
ments are still continuing in both sectors through
new developments and replanting.

Qil Paim Hectarage in 1998

Project Estate | Smaliholder| Totai
Hoskins 18,688 11,180 26,868
Biaila 6,144 8,279 15,523
Popondettay 7,718 9,931 17,649
Milne Bay | 6,238 1.060 7,648
New freland! 4,582 975 55567
Totat 43,729 32,425 76,145

Theintzrest forthe expansion of ol paim growing
in other parts of the country is fairly high, espe-

under crop would increase from the medium o
long term.

3. Production
The 1689 Estates preduction accounts for about

70% of output with the rest by smaliholders
(30%). Palm products are steadily increasing,
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with crude palm oil exports rising from about
110,200tonnes in 1988 to over 200,900 tonnes
in 1999 (BPNG Sept. Qtr. Report). Paim kernel
exports rose from 18,000tonnes to over 30,000
tonnes inthe same period.

Oil Palm FFB Production in 1999 {tonnes)

Project Estate [Smaltholder| Total

Hoskins (410,946 | 201,006 611,955
Bialla 62,018 | 100,007 162,024
{Popondetta[135,349 | 99,888 235236
Milne Bay 138,074 9,295 147,369
New Ireland 83,025 5,190 88,215
Total I829'41 4 | 415,385 (1,244,799

Smallholder production was declining with a
peak of 285,000 fresh fruit bunches (FFB) in
1985/86 and remained low untii about 1995/96.
This was due mainly to the change of manage-
ment from Department of Agriculture and Live-
stock managed smaltholder extension service to
the Qil Palm Industry Corporation (OPIC). How-
ever FFBproduction has sinceincreasedto over
400,000 tonnesin 1999,

A, Exports/Earnings

industry maintained consistent growthin exports
of palm products in 1999 with most sales to
Europe. Over200,900 tonnes of Crude Palm Ol
{CPQO)wasexported inthat pariod (BPNG Sept.
Qtr. Report). Earnings continued to rise from
K3%.3 muilion in 19886 {o over K275.6 million in

being the second largest agricultural export
earner after coffee.

5. Prices
After being in the slump from 1988 to 1993,

fluctuating between K291 and K377 per tonne
(c.i.f.), palmoil prices rose to K1,368 e ionne

in 1998 and slightly fellto K1,113 pertonne as at
September 1999 (BPNG Sept. Qtr. Report). Price
forecasts forthe rest of this year and tothe year
2003 remain favourable subjected to develop-
ments in the major palm oil producing countries
and other vegetable oi! substitutes.

Prices on the fresh fruit bunches (FFB) are
determined by a formuia which has been re-
viewed several times, the latest being in 1998.
These reviews are vital to ensure both the farm-
ers and milling companies receive equitable
prices. Thelatestreview has beenforwardedto
the government's Commodity Working Group
{(CWGQG)for adoption.

6. Employment

Singnificant employment is provided by the in-
dustry, both direct and indirect, for many Papua
New Guineans in the project areas. An esti-
mated 100,000 people benefit from the industry
including those in the service sectors.

There is potential to create more employment
opportunities in the industry as the interest is
high in many other parts of the country to grow
the crop.

7. Reaearch

The PNG Oil Palm Research Associationinc. is
a non-profit research association financed by
levy and external sources. The crop levy is
K2.07 tonne fib from pltantations and K0.56/tonne
fib from growers. Current external revenue
sourcas are the World Bank, European Union
and GoPNG.

very reputable research programs. Someofthe
outstanding achievementsinclude the deveiop-
mentof the pollinating weevil, amilestone inthe
industry. lthas contributed in saving huge labour
costs from hand pollination of the palms and
significantincreases in industry output.

Also, the function of OPRA in the industry is
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veryimportant asit serves the role of developing
new technologies and coordinatig with estate
and OPIC (smallholder) to adopt new and proven
technologies throughits research efforts.

B. SMALLHOLDER SUB-SECTOR

Under the initial agreements between the Gov-
ernment and the foreign companies to develop
the industry, smallholders would grow oil palm
and supply mills operated by companies for
conversion into patm products. As such the
smaltholder sector plays a very vital role in sup-
plying paim fresh fruit bunches (FFB) to the
estate operated mills.

1. Oil Paim Industry Corporation

The OPIC was formally established in 1992
underthe OPIC Act, by Parliament as a Statutory
Organisation. lts primary function being the
provision of efficient oil palm extension services
to the smallholders engagedin growing the crop
inthe five project areas throughout the country.

The Government's objective in corporatising the
industry was to transfer industry management
responsibilities totherespective indusines. This
policy was developed in direct response fo its
concemoverthe daclining smatlholder treecrop
productivity in 1980s. |t was aiso aimed at
making the individuai industry management ac-
countable io the key stakeholders in their re-
speciive ndustries,

OPICis presently financed by levy and external
sources. A crop levy by smalihoider of K350/
tonne F~Bis matched bykina o kina contribution

External scurce fundings are from the World
Bank and European Union. The GoPNGhas not
funded for 1995 and 2000.

. 1.1 COverview of OPIC's Situation

OPIC has a fairiy difficuit and complex task to
perform and its operations are spread w iely

throughout Papua New Guinea in areas which
have poorinfrastructural development. ltoper-
ates within an industry setto become one of the
highestexporteamersin PNG and inwhichthere
are many stakeholders, each with differing ob-
jectives and agendas, and within a socio-eco-
nomiccontext, whichis constantly changing and
can present extreme difficulties.

Althoughitis a statutory body, OPICis stilla part
of, and has to operate within the government
bureaucracy, whichingeneralis slowtorespond
to changes andis severely shortoffunds. Ithas
aresponsibility for the economic and social well-
being of thousands of smallholder farmers and
theirdependents who are relatively uneducated,
cuiturally diverse, lacking in self-reliance and
who contribute minimally to the Corporation's
operating expenses. It is now faced with no
funding fromthe Governmentand areductionin
aid support.

1.2 Socio-Economic Context

Qil Palm production in Papua New Guinea is at
apointwhere itis aboutto becomethe country's

production and export of coffee by year 2001,

1.S8 smaliholder productionis higher than VOGP
due to socio-economic factors. However LSS
production has pbeen subjact to inferruplion in
some projects dug to land dispules. Some
areas nave also axperienced severe law and
order problems due to factors associated with
the resettiement of people from other regions of
the country and the lack of alternative employ-
meni opportunities for seitier youth,

producing companies which have formed the

Paim Qil Producers Association (POPA), the
smatiholders represented by the proiect area
Growers Associations, argsgarch vody, the Qi
Palm Research Association (OPRA) and OPIC.

All groups are represented within OPIC either by
Board membership or through Local Planning
Committees (LPC) established under the ACT
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to assistthe work of OPIC atprojectievel. OPRA
works independently of OPIC, although close
relationships are maintained. Thisisincontrast
to the Coffee Industry Corporation (CIC) in which
coffee research and extension are combined
underone body.

A small percentage of smallholders have diver-
sified into other income-earning activities such
as poultry and pigfarming, tuckerbox operation,
vehicle hire etc. However, there are relatively
few other tree crops which can be grown in
conjunction with oil paim.

Each project area experiences similar social
and cuiturai problems which can seriously dis-
rupt production and expansion. The West New
Britain and Qro projects for example have suf-
fered due to land disputes between settlers and
the indigenous population, and also experience
breakdowns in law and order due to the iack of
alternative employment opportunities for settier
youth. In Milne Bay and New Ireland, problems
such as these do exist, albeit not on the same
scale due tothe absence of LSS smallholdersin
these areas.

In Ore Province, a major expansion of the area
under smaltholder produciton is funded by the
World Bank, funds forwhich are under the con-
trol of OPIC. This US$25 million project which
was due to be completed at the end of 1999,
however was extended for another two year
term, includes the funding of OPIC infrastructure
and staffing, the construction of roads, schools
and aid posts, and the financing of loans to new
smaliholders.

backs to government expenditure, OPIC has
fared well financially relative to line governent
departments. OPIC's stewardship of its re-
sources has been conservative, partly because
ofuncertainties conceming future funding. Given
the uncertain availabiiity of future funding, the
Secretariat is understandably cautious about
where expenditure is to be committed.

OPIC expenditure {(excluding capital expendi-
ture) per tonne of smallholder FFB averaged
over ali projects in the years 1993 to 1999 re-
mained fairly constant at between K11 and K12.
The cost pertonne inmature projectsreducedin
this period due to higher levels of productivity,
while thatin development projects remains higher
due to the immaturity of palm trees.

Employee remuneration costs, averaging 50%
oftotal expenditure representthe major expense,
while remuneration costpertonnehas increased,
largely due tothe lowyields indeveloping projects.

C. CONSTRAINTS

The OPIC has developed its Five-Year Strate-
gicand Business Plan, 1999-2003, to effectively
implement its programs and realise its vision,
mission, and functions.

However, the OPIC will only realise its goals
provided it is equipped with adequate level of
resources. The major salient constraints and
issues affectng the industry development are:-

Road construction and maintenance in the oil
palm project areas are lacking; some roads
Have deteriorated so badly due to years of
neglect. Theindustryis poised to bringmore
benefits to the economy but good roads are
anessential condition for industry’s progress.

Future financial base of the OPIC is very
uncertainas therewas no Governamentfund-
ing Supportfor 1995 and 2600, although itic

,,,,,,,,,,,,,,,

to those in the industry.

An analysis of the intemal and external environ-
ment affecting OPICs’ opearations and perform-
ance are:

Internal
- OPIC is stifl subject to Public Service

restrictions
- Public Service mentality still prevails butis
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changing

- Future funding is of serious concern

- Manpower levels are reasonable butthereis
a need for additional non-agricultural
expertise

- Non-technical expertise needs bolstering

- Employee motivational levels are low

- OPIC offices are generally well-equipped

- Disciplinary standards are improving

Extemal

- Goodrelationships with other stakehoiders
are critical

- LPCs'are notas effective as they should be

- Attitudes of milling companies and
management vary

- The relationship with OPRA is crucial

- FFB transport is a major concern

- Poor road maintenance hampers
productivity

- Lawand orderproblems are extreme insome
areas

- Lands issues are difficult to resolve

- The pricing formula and methods of
payment need examinaton

- Welfare of smallholders has been

naglected

- Smaliholder creditfacilities provided by the

Rural Development Bank are pocr.

0. FUTURE PROSPECTS

- Primary target - increasing smalihotider
productivity,
- - Reducedhighcost structure through increased
efiiciency,
- Expansions in progress inmost areas,;

- Investmentinnew projecis, eq. Ramu Vallay
b i ki

- Considerable emphasis on environmenial
responsibiity;

- The cnly effective, stabie and growing rural
development in PNG?

E. WORLD PRODUCTION OF PALM OIL
Market

Overthe past 50 years the marketfor vegetable
oils has expanded at a very rapid rate.

As developing countries increase their level of
disposableincome one of the positive indicators
1s the increase in the consumption of vegetable
oils.

Palm oil is re-imported back into PNG as a
cooking oil or as a fat for frying and bakery use.
All palm oil produced in PNG is exported in the
crude oil form.

The long term future for vegetable oils and palm
ofl in particular is seen to be extremely good.
Long term oil consumption forecasts show an
everincreasing consumption per capita.

Papua New Guinea

Production of oil palm on a per hectarage basis
shows that PNG plantations produce oil palm
Malaysia andindonesia. PNGhasaplantbreed-
ing program at Dami, WNB that produces the
highest quality cil palm seedlings for the domes-
tic and export markets.

Many areas of PNGhave the potential fo grow oil
palm to the highest level of efficiency. Soil,
rairfall, suntighthours, terrain ali fallingweltwithin
the accepted criteria.

Smailiiolder ol palm grower Git palmis a
good crop for the smalinolder asitdoesnothave

or cocoanaed. The oil paim s relatively free of
most insect pests and diseasas whan com-
pared tc coffee and cocoa.

All smelinolder produced crop in processed by
company owned oif paim milis. The grower has
only to harvest at the proper time and in most
instances the fruit is taken from the farm to oil
paim mill by company owned transport.
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CURRENT STATUS AND PROSPECTS FOR COFFEE INDUSTRY

IN THE NEW MILLENIUM

Pugma Kopi'

BACKGROUND
1.1 Coffee in Agricuiture and the Economy

Between 1992 and 1998, earnings from coffee
accountedforover 41 percent oftotal agricultural
exportearnings (Figure 1), 12% of total exports
including minerals, and 5% of PNG's Gross
Domestic Product (GDP).

About2.0million people (i.e. haif of PNGs popu-
lation) depended on coffee as their major source
of cash income, and an important part of PNG

culture and business, particularly in major pro- '

ducing provinces. The industry has important
linkages with other sectors of the economy and
is also a net foreign exchange earner.

Over 85 percent of coffee exported every yearis
produced by smallholders who use very little
cash inputs. it is unguestionably, the major
agricultural exporteamer, amain source of cash
income and creates employment for a signifi-
cant number of people.

Coffeeis arenewableresource. itwas here well

Figure 1. Total PNG agricuitural export earnings between 1992 & 1998,

1082 83 4 95

Calendar Year

98 87 sg 48

l—@—(:oﬂee =~8—Cocoa —&—Tea ~3—Copra —¥—Copra OlL —@=—Palm Oil =4 Rubber —=—~Other I

Source: Bank of PNG and CIC

! Board Chairman, Coffee Industry Corparation Ltd., Goroka,
Eastern Highlands Province, ’

before the mineral and oil boom, and will be here
when mineral and oils are gone together with
theirproceeds.
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1.2 Coffee Industry Corporation

The mdustry regulatory body was first estab-
lished as a Coffee Marketing Boardin 1964, and
later Coffee Industry Board (CIB). With the
amalgamation of Research and Extension, Cof-
fee Industry Corporationwas establishedin 1992
under the company's Act and comprised of four
divisions;

1. Industry Affairs

2. Corporate Services

3. Coffee Research Institute, and
4. Extension Services Division.

TheIndustry Affairs takes overthe function ofthe
CiIB andis mainly involvedin market promotion,
economic studies, export and quality control,
- monitoring of prices and marketing margins,
exportand processinglicensing. Corporate Serv-
ices is responsible for the efficient and effective
management of the Corporation’s finance and
personnel administration, while Research and
Extensiontakes overthe functions of conducting
applied coffee research and providing extension
services respectively.
1.2.1 Mission Statemenis of tha Corporation
are,

- Maximise financial returns to ail cotfee
producers, and

- Contributa tothe Government's econpmicand
zociat yoals

Asg a member of PNG Chapier of Transparency
internationaiandifs deteminaticn o ensurg prof-
its by allfrom lessons of past, the CiC's standard
watch words governing its operations are;

- Prudence inthe Spend na of Resources

- Transparency in alt undertakings

- Chjectivity in all plans and strategies

- 1.2.2 Main Oujectives

The objectives of the Corperation’s Corporate
Plan 1986 - 2002 are to;

1. Enhance the size and quality of coffee

2. Enhance the efficiency and sustainability of
CoffeeIndustry '

3. Minimize incidence of pests and diseases

4. Represent PNG in World Coffee Trade to
ensure the legality, faimess and positive rela-
tionship rules at all times

5. Promote interest in coffee growing as part of
asecure and arewarding activity, particulary
amongst women and youths

6. Enbance the financial returns to growers by
encouraging competition and seeking new
market opportunities

7. Facilitate the effective involvementof allindus-
try sectors in the management and control of
theindustry.

2. CURRENT TRENDS AND DEVELOP-
MENT

2.1 Production and Exports

Over 95% of production is washed mild arabica
coffee while the remaining 5% iswashedrobusta
produced mainly in the East Sepik and Madang
provinces. Arabica is high altitude crop while
roebusta grows well on lowiand areas.

Smatiholder sectoris theindustiy's "back-bone™,
accounting forabout 70% of anriual production,
followed by Plantations (20%) and Blocks {10%).
They are also the most efficient proguesrs in
ierms of cash cost (estimated at aboul K127/
tonne in 1993). VYields are estimated at 700
kiicgrams green beardhectare. This s consid-
gredhighwhendugtothefactthatmaintenance
as minimal and apphication of fertilizer and other
igld-enhancing inputs is nil or negligibls,

Plantat
and rasponsibie for the PNG's reputation as
producer of high quality mild arabica coffee.
Their costs in 1897 were around at K3,411/
tonne, which can only bs profitable at prices
above costs. Trendin productionand exportare
depicted in Figure 2. Smallholder production is
increasing while largeholder productionis either
stagnantor declining.

Papua New Guinea Joumal of Agriculture, Forestty and Fisheries

2000, Vol. 43 No. 1 PP 82-88

tions and Blocks are high-cost producers



84

1400

1200

1030

800

Million Bags

Calendar Year

l+ L'holder == S'holder ==gir=Total =)¢=FExport I

Figure 2. Production & Exports: 1995 - 1999

2.2 Volume & Value of Exports

Coffee exportedfrom PNG averaged 1,050,000
bags (63,000 tonnes) over the past 8 years,
Export earnings have averaged K138 million
during the same period. In 1998, exports 0f 1.3
million bags earning over K451 milfion. In 1969
total green bean coffee exported is 1,320,000
bags valued at K421 million. Figure 3. Shows
the value ofexport eamings from coffee overlast
six years. From a low of K190 million in 1996, it
has increased significantly to over K451 million
in 1998, and declined to K421 miilion in 1999.

- The dedline in vaiue is a result of deciining -

production.
2.3 Prices

Free-on-board prices of green beancoffes over
the tast 11 years have shown that from 1989,
price started declining and reached all time low
of about K1,000/tonne in 1992. Since then,
prices improved and reached K3,700/tonne in
1995 butfellagainin1996 to K2900/tonne. From

1997, prices improved significantly to reach a
record high of K5,582/tonne in 1998.

Two main exptanations for the significant in-
crease are; depreciation ofthe kinafoliowing the
fioating ofkina, andincrase ininternational prices.

2.4 Stabilization Fund.

Following the depressed world market prices for
extended period, the Government stepped in
with Price Support Scheme. Totalloanreached
K140.7 mitiion of which a significant component
wasrepaid ts the Government.- Tha remaining
palance of K582, 416,671 from Stabex fund was
converted to grantin February 1999.

The Boardre-established the fund andittotalled
K20.5 mitlion at the end of January 2000.

2.5 Expansion Programme - MOA with
Provincial Governments

inits efforts to increase production and expand
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coffee growing into regions and provinces with
potential, the Corporation signed a number of
MOAs with Provincial Governors and individual
MPs. Those already signed include: Southern
Highlands, Enga, New Ireland, East New Britain,
Milne Bay, and Member for Komo Magarima for
his electorate.

2.6 Coffee Nursery

The Corporation establishes coffee nurseries in
central locations around the counry to supply
planting materials to farmers. These planting
materials are subsidized by the Corporation to
assist growers to have easy access to planting
materials at reduced prices.

2.7 Coffee Credit Scheme

Atotalof K1,176,593 was approved and funded
for over 1,491.07 hectares of coffee - mainly for
smallholderrehabilitation andwet factories. Total
repayment is K223,752.57 and this goes back
irto the revolving fund for furtherlending.

2.8 Freight Subsidy Scheme

Freight subsidy is an initiative of CIC with initial
funding of K400,000 in 1999. Up to 40% of the
costof airfreight s paid for by the CIC, while the
remaining 80% is paid for by the growers.

Preliminary estimates shows thatfrom K250,000
spent on freight subsidy in 1999, the industry
earmed more than K1.3 million. Given this suc-
cess, K400,000 is being budgeted for 2C00.

2.9 Promotion

Papua New Guinea Chairs the iCO Commiitiee

on promoticn, particularly in Russia, Japan, .

China, and other Asian Countries. Our promo-
tional activities in the last two years wers under-
taken with funding from the European Union,
Promotion of PNG Niugini Village Premium
Coffee (NVPC) was well received in Japan
following successful trade show in late 1989.
Already a container of NVPC coffee was ex-
ported to one of the big roasters in Japan.

3. STRATEGIES FOR SUSTAINABLE
COFFEE DEVELOPMENT

Fromthe year 2000 to 2004, the Corporation will
give high priority to the following strategies;

- Establish strong linkges between farmer/
extension/research and to remove
competition for scarce resources;

- Continue with its restructure an rationalization
programme to make the Corporation
leaner, efficient, productive and cost effective;

- Improve smaliholder coffee production and
quality through the provision of subsidized
pulpers, mini-credits and freight subsidies;

- Approach the government to review import
duties on all agricultural inputs. There are
practical problems associated with
implementing VAT at the smallholder
producer's level. Tax creditin terms of coffee
pricing will have difficulty in implementing;

- improve quality of PNG coffee to obtain
premium prices;

- Strengthen traditional markets and
agarassively promoie inte new marketis for
PNG coffee;

- Closely monitor price and marketing margins
to ensure that growers receive a fair price.

- Develop centrai Coffee Marketing Depots
(CNID) in more remoete coffee growing areas.

guality, and ultimately growers income. The
future. of coffee industry rests with increased
productivity, sustaining production and guality -
notnecessarily increased production.

To counterthe highly volatile intemational prices,
growers must be efficientto be competitive in the
global markets.
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4. PROSPECTS AND CONSTRAINTS

4.1' F.'ros'pécts' |

- Generally, prospects of coffee industry contin-
ued to remain bright. This is clearly shown by
trends in production overthe years as discussed
earlier. Potentialfor furtherdevelopmentisin the

smallholder sub-sector based on family units or
individuals.

- As long as constraints impeding growth are
removed andincentivesprovided, thereis poten-
tial to increase productionto double the present
level to over 3 million bags. This also means
“income will double to over one billion kina -
almost half the national Governments annual
budget.

- Plantations and Blocks produces some of the
bestquality coffee in the world. Their profitability
1s reduced and costs increases as aresult of a
| combination of factors including coffee theft, and
: law and order related problems. There is aiso
lack of new investments in plantations.

4.2 Wain Constraints

. 4.2.1 Budget Constraints. it was a general
undarstanding batweenthe Nationz! Govern-
ment and Commodity Boards including then
Coffes Industry Board (now CIC) when
Corperatising. that level of funding will shift
according 10 movements n irdermnationsal
pricas. Whenthe pricesare high, the industry
Boards/Corporations will bare most of the
oparational funding component for research
and extension. When prices fzil, the govem-
ment will bear most of the funding cempo-
nent . .
Prceshavefallen sincelastyear, and contin-
ued into the first 7 months of year 2C00. The
internationai coffee market is currently satu-
rated and itis expected that prices willremain
low Tor some years to come unless bad
whether hits major producing countries tike
Brazil.

The Corporation wouid require Government
support for its research and extension serv-
ices during this low coffee prices. Adminis-
tration levy of 8 toea per kilogram is insuffi-
cient to fund the entire operation. To further
add to funding shortfalls, production has de-
clined this year as aresult of bad weather. it
is iiogical to impose additional levy on the
growers becausethey are already being hitby
the current low prices.

The only option now availabie is for the Gov-
ernment to step in at this critical time. An
estimated funding requirement from the gov-
ernment for the remainder of this year is K3
million, and K&million peryearfromyear 2001
onwards until prices improve.

4.2.2 The Coffee Industry Corporation fully en-
dorses and supports ali the recommenda-
tions made by the National Development Fo-
rum. Some of these include (but not limited
to),

- Opposing the FAQ proposal for Agriculture
Reform, particularly refating to the Coffee

Industry Corporation Act
- Poorinfrastructure {reads, bridges, wharves)

- Gerneral Law & Order related problems and
fack of communitly support

- Weak farme/extension/research inkages as
A result of very high exdension/tarmer ratio

- Inadequsate markeling services for
inaccess:ble argas

- Hightransportcosts
- inadeguate private sectorinvestment
- Volatile internationai prices

- Inadequateresources o suppertresearchand
extensicn
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- Limited access to credits

- VAT at the smallholder producer's level. Tax
creditin terms of coffee pricing wilthave difficulty
tnimplementation.

5. CONCLUSION

To conclude, | would like to re-emphasize the
importance of coffee in the national economy
and householdincometo growers. Theindustry
was here before the oil and mineral boom, and
will be here when they are gone. Any reformsto
commodity boards should based on CIC as a
model.

Iwould aisolike to commend the Government for
theircontinuous supportoverthe years, through
various assistance programmes. These in-
cludes, price support, conversion of remaining
price supportloan togrant, and continuous fund-
ing forresearch and extension until 1999. lwould
alsolike to acknowledge, financial and technical
assistance from international agencies includ-
ing, AusAid and the European Union. The CIC
will continue tc look forward to assistance from
the Government and Intemational Agencies.
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THEPNG COCONUT INDUSTRY IN THE NEW MILLENIUM

Robinson W. Namaliu', LLB, LLM.

1. INTRODUCTION

The coconut industry is the oldest agricultural
industryin Papua New Guinea (PNG) and since
the 1950s has played a pivotal role in fostering
economic development in the lowland areas of
the country. The coconutitself, is a major daily
source of food and income for the coastal people
and an important feed source for viliage live-
stock. On many atoll islands and remote areas
of the mainland, coconut is the ony source of

- income forthe rurail population thatexists there.

Economically, coconut is the third most impor-
tant agricultural export commodity of the PNG
fowlands. Itprovides anexcellentchoice of dual
cropping with cocoa and other high value cash

- Crops (e.q. spices, essential oils), and has pro-

The cropis grown along the coastalfringes ofthe
mainland and on all islands extending from the
Bismarck Archipelago 1o the South Solomon
Sea. The total area under ceconut cultivation is
estimated 1o be aboul 260,000 hectares, 40
nzrecent of which are farge plantations, and ine
rast consisiof samitholder plantngs andwiiage
plots.

Thispeperhnighlights thepresent situaticn ofthe
industry and the role coconut as a cash crop is
playingin the agricultural economy, and outlines
its fulure developmentneeds, forthe considera-

~ tisnofthis Conference and the Mational Agricui-

tural Councii (MAC). Kemphasizes the relative
importance of the coconut as an export com-
modity, and the increasing rolg it has as a foad
gource. ltis the tree of ife since time ymmemo-

" nal, and will remain an important source ofeco-

! Chairman, Copra Marketing Board. Rabaul.

nomic wealth for the resource-poor people in
PNG.

2. PRESENT STATUS OF THE INDUSTRY
2.1 Annual Production

Information on annual coconut productionin PNG
is limited to copra exports. Over the last 30
years, annual copra production has averaged
137,000 tonnes. Fiuctuations inproduction are
very much related to growers' response to the
world price. Ananalysis of the price elasticity of
copra supply in PNG has shown thatwhen copra
prices increase by 10 percent, thisresultsina 2
percent increase in production, and vice-versa
(Yabro 1993).

Table1indicates thatthetotal copraandcoconut ™ =~

oif experts in 1998 were worth K 108 mullion, or
aquivaient to 10 percent of the total agricuiturai
exports (QEB, 1989}. in 1889, with the depreci-
ating Kina, the total revenue from coconut prod-
usts increasadto K 128.5 milkon or constituting
12 percent of the total agricultural exports.

itis however estimatedthatan additionzi60.000
ronngs of copra or 300 million nuts equivaient,
areconsumed domesiically m daily diets (CCR,
2000, The importance of cocenut as a food
seurce has also spread o the highlands of PNG,

where ithashecome anintegralpantofdailyfood

urban markets, whichrange from20-501toea per
i, the additionai crep consumed locally as food
would be worth between K60-150 million annu-
ally.

2.2 Production constraints

The major constraints to coconut production in
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Table 1. Copra and Cocout Oil Exports 1992 - 99

COPRA CNO COPRA CNOPRICE COPRA CNO TOTAL

YEAR EXPORTS EXPORTS PRICE Khon/FOB EXPORT EXPORT COCONUT

‘000 tonnes | 000 tonnes Khon/FOB VALUE VALUE EXPORTS

KmillionFOB | KmillionFOB 1 -Kmilion FOB

1992 475 348 247 625 11.8 241 36.0
1993 500 455 251 441 14.2 196 338
1994 50.3 347 292 579 14.7 20.1 348
1995 64.2 31 427 897 27 4 29.7 51.1
1996 99.2 496 494 1036 490 51.4 100.4
1997 90.3 48.6 523 1051 47.2 511 983
1998@ 58.1 53.2 668 1010 388 69.7 108.5
[ 190@ 813 420 765 1578 62.2 66.2 1285

Source: QEB, Central Bank of PNG (@ 1998 Agric. Exports = K1020 mill , #Estimated 1999 Agric. Exports = K1070 mill.

PNG are: the senility of existing paims, and the
severity of beetle pestinfestations that has pre-
vented replanting with improved hybrid seed
nuts. The beetle problem is quite serious in the
Islands region, and has halted several redeve!-
opment initiatives in East New Britain and New
Ireland provinces.

The government has promoted the importance
of producing quality copra by setting a price
differential between "hot air" as the top grade
copra and "smoke" as the lowest grade. A
recentsurveyrevealedthat"smoke"” coprais still
aserious problemin atieastfour provinces, and
must be addressed prompliy.

One of the recent development in agriculture
which has forced coconut areas, and hence
production, o dwindle, isthe establisnmentofoil
paim in place of coconut plantations. This is
mostnotable in Milne Bay and New lreland prov-
Cinces, onpravicusly alienated land.

2.3 Corporate issues

2.3.1 Copra marketin

The Copra Marketing Board (CMB) is the statu-~
tory organisation solely responsible for the pur-
chase and exportofcoprain PNG. ltaliows other
private operators to export coconutoiland other
coconut products and by-products under permit.

The Board has recently upgraded its manage-
ment structure with the view to improve effi-
ciency and accountability of its operations. The
SCMCA and the Parliamentary SRC have al-
ready approved the new Board Management
structure and the remuneration levels for senior
managers.

CMB is required by law to maintain a marketing
network of deports and sub-depots, and pres-
ently operates 9main depots and 25 sub-depots
and agencies throughout PNG. The Board has
been criticised by some sectors of the industry
for operating in this manner. Hence, recently,
many have called for the deregulation of copra
marketingin PNG. What cannotbe guaranteed
however, is whether private operators can sus-
tain the current marketing network of CMB, and
make a profit. Because, without this network,
copra producers in many remote areas of PNG
wouid be deprived of thetr constitutional rightto
their onty source of.income. This would be a
direct consequence of a deregulated marketing
system.

the farm gate price for farmers, it has com-
menced afreight study to ascertain the profitabil-
ity of domestic shipping routes, and to establish
arealistic basis for freight negotiations with ship
owners. The analysis so far indicates that the
copra freight rates currently being charged on
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some routes are well beyond the allowed legal
fimits. The new tenders for copra shipping
contracts will be based on the facts andinforma-
tion that has been assembled under this study.

One other issue that the Board will address is
the review of the current copra price formula. A
funding proposai to undertake this study has
been submitted to the Government through the
Stabex Committee.

2.3.2 Corporatisation

The CMBhasnow adopted a new 5-year Corpo-
rate Plan which sets outthe vision and strategies

- forthe future deveiopment of the coconut indus-

try. Its fundamental objective is to increase
production through the use ofimproved techno-

logical packages, and increased plantings and

replantings throughout the PNG lowlands. The
overallgoalisto double the currentannuat copra
productionby 2010.

Iniine withthe Government policy directive (NEC
Dec. No. 15/99), the Board has also carried out
an internal review of its corporate functions to

determine what are theoptions forCMB andthe

Government to consider in a precess of
corporatsing theindusiry. Thefinalrecommaean-
dations fremi his review would be presented (o
the Government's Commities on Privatisalion of
Pubiic Bodies.

CMB supports a comprehensive coconut re-
szarchandextansion pregramms in PG Erough
its sharad-ownership wilh the Cocoa Boare of
PNG, ofthe Cocoa and Coconui Ressarchinsi-
tule (CCRY) andthe Cocoa and Coconut Extan-

sion Agency{CCEA) The two technica! subsidi-

aries of the Board are funced throughlevies on
copra and ceconut cif exports, and presently
CMB provides K 2 miliion anually to finance

. coconutresearch and extensiciiwork.

“Based on tha Beard's new Corporate Plan, the

strategic objectives forthe sub-sectorwould be
formuiated intonew coconut research and de-

velopment{R&D) agendasfor CCRiand CCEA.
The latest research results indicate that CCRI
has made a break-through in the control of the
most serious beetle pests of coconuts, and by
the end of the year, recommendations of new
coconut hybrids would be available to the
industry. CMB has aiso embarked on a study to
identify future coconut R & D thrusts and to set
development priorities for promoting coconut
as aviable industry in years ahead.

2.3.4 Downstream processing

In accordance withthe Govermmentpolicy on the
promotion of on-shore downstream processing
of primary produce, CMB approved the estab-
lishment of a coconut mili in Madang. The mill,
which was established in 1996, is operated by a
separate subsidiary of the Board, the PNG Co-
conut Commodities Ltd. The plant was a sec-
ond-hand purchase from Tonga, which unfortu-
nately rquired substantial refurbishment during
its assembly in Madang. The annual crushing
capacity of the mili has now been upgraded
from 20,000 tonnes to 50,000 tonnes, which will
vastly improve its viability as a business.

Thefirstcoconutoit millin PNGis operated by the
Carpenters Group in Rabaul. #thas the capacity
to ¢rush 80,000 tonnes of copra annually. #is
estimated that unless annual copra preduction
noraases signmcantlyover 130,000 onnes mark,
copra exports could c2ase from 2001 onwards,
azthetwooimilisnaveinscapacitytocrushing
current voiume of cora produced in PHG. The
Board does sunport such an aventuality, as i
wotld genarate more revenue for the country.
Howsver, how thisis reflectedinthe copraprice
(o primary producers is yat o be delermined,

The goard nas also astablished 2 small focd

processingfaciity atthe CORI Stewart Research
SlationinMadang ioressarch and davealop sim-
ple recipes for food ems produced from the
coconut. itis anticipated that a technical coop-
grationwithan overseas University andthe PNG
University of Technology would be forged to
underiake more detail work in this area.
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3. THE WORLD DEMAND FOR COCONUT
PRODUCTS

3.1 Coconut oil

The most important coconut product to world
consumers is coconut oil (CNO). However, as
another tropical vegetable oil, CNO competes
very much with other oils such as palm oil, for its
share in the global market. Traditionally, CNO
hasbeenusedin the soaps and cosmetic indus-
try because of its high lauric acid content.

More recently, laurtc acid has been recognised
for its unique properties in food use, which are
related to its antiviral, antibacterial, and
antiprotozoal properties (Enig. 1999). Now, capnc
acid, another of coconut’s fatty acids has been
addedto thellist of coconut's antimicrobial com-
ponents. Also, recently published medical re-
search has shownthat natural coconutfatin the
diet leads to a normalisation of body lipids, pro-
tects against alcohol damage to the liver, and
improves the immune system's anti-inflamma-
tory response (Enig, loc. cit.).

Clearly, there has been an increasing recogni-
tion of health-supporting functions of the fatty
acids found in coconut. This can only be good
news for copra producers, becauss itwould put
CNO in a more competitive position against
other sources of lauric oils. Development of
genetically modified plants as cheap sources of
these oils, does pose apotential threatto tropical
vegetablecils. However, thebiosafety concerns
over the use of such plants stili remain debat-
ablein the scientificworld. The cbvious compe-
tition to CNO comes from the palmkerneloil, but
- o & hectara basis, cogonut growers: would
produce more {aunc olls per hectare than palm
oil growers would.

3.2 Other coconut products and
by-products

The versatility of coconut tree isdemonstrated in
numerous other products and by-products that
can be derived from this tree of life. Inthe Asia-
Pacific region, many other products are being

processed for domestic and export markets.
Theseinclude desiccated coconut, coconutchar-
coal and coconut activated carbon, coconut coir
and fibre dust, and coconut lumber.

The CMBhas considered options to promote the
commercialisation of many of these products,
but requires financial resources to evaluate the
suitability of related technologies and the eco-
nomics of their productionunder the PNG situa-
tion. Given the depreciating Kina and the rising
costs of imports, the opportunities of producing
coconut products and by-products for domestic
use must be explored in earnest.

4. THE FUTURE
4.1 The expansion of coconut plantings

The majority of coconut stands in PNG are over
50 years old, and with increasing hectarages of
senile paims. Plantations have not had any
replanting programme since the 1970s, andre- -
cent new plantings have occurred only in the
smallholder sector. Thereistherefore aneedto
rehabilitate andreplant existing coconut plantings
throughout the country, as a first step to hift
productionlevels.

This requires improved planting matenal and
improved pestcontrol measures. CCRIis pres-
ently planning for the establishment of four re-
gional hybrid seednut production centres, which
will supply material required for replanting. Itis
gstimated that when the four gseedgardens are
gstablished and in production by 2003, they wilt
have the capacity to produce 8G0-900,000 . !

- sgadnuts ayoar. Thiswouidenabie araplanting

programme of 10-12,000 hectares annually.

The Board is proposing a coconut redevelop-
ment project for the Government to consider
funding in the 2001 Budget. The Board esti-
mates that from the four seedgardens, a total of
50-60,000 hectares can be replanted over 5
years to high yielding hybrid coconuts. Poten-
tially, this should resultin anadditional 75-90,000
tonnes of copra. Ifthis programmeis rigourously
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supported, the Board's projection of doubling the

current productton by 2010is highly achlevabie

4.2 The promotion of downstream
processing

The prospects of value adding forcoconut prod-
ucts must be explored to the fuil as a matter of
priority. The various items that canbe produced
have been researched elsewhere, and PNG
industry should evaluate the potential of available
techniques and technologies to suitiocal condi-
tions and farmers' socio-economic circum-
stances.

- The Government mustsupportthe Board's plans

to enhance coconut oil processing on-shore.
The domestic shipping freight would make this
move inevitable, and Provincial Governments
should be encouraged to promote joint-venture
opportunities with interested investorsfor CNO
productionand export.

The CMB Act 1983, would needto berevisedto

allow the promotion and monitoring of business

activities involving coconut products otherthan

copra.-

4.3 The participation of growers in industiy
development

The experiencesover thelastiwoyearsindicate

that agreater formalisation ofthe growers move-

mentis in the good inmerest of the industry. To
this end, the Government approved the estab-

- lishment of 2 National Copra Producers Asso-

clation (NCPA) in March 1999, and directed the
Board to facilitale its establishment.

T'r'e Deputy Prifne Minisﬂ'er aﬁd MinisaerforAqu

29w Ju.y 2000, af’er approvai ofits mcorporat;on

by the Registrar of Cempanies. The NCPAhas
established branches in £ast New Britain,

. Bougainville, New lreland, West New Britain,
‘North Solomons, Madang and Miine Bay

Provinces.

it is anticipated that by December 2000, ail pro-

vincial branches in the coastal and island prov-
inces would be establlshed

4.4 The support of the Government

The industry is grateful of the Government's
support through its Agricultural Price Support
Schemes of the late 1980s and early 1990s for
its sustainability. The industry currently owes
the State K S million, and this arrears will be fully
paid by December 2000. The Board had previ-
ously rquested that thistoan is written off by the
Government asithas done withthe coffee and oil
palmloans, butthiswas not supported by the key
central agencies.

The Government has also supported the coco-
nut research and development programmes of
the Board since 1992. This support has largely
been channeledthrough the Stabex programme
of the European Union.

While this suppert has greatly enhanced re-
search and development in coconuts, the re-
quirement to rehabilitate and expand coconut
areas remain as the most urgent need of the
industry. :

It is therefore proposed that the Government,
commencing in 2001, provide a budgetary sup-
portio the coconut industry of K S miilion a year
for five years {o achieve the following:

- Ravelopimproved technslogies (hybrid ssed
nuts, pest control);
- Enhance extensicn to support district
Programmes,
~ Retiabilitate andincrease coconutpiantings by
60,000 heclares;

- Fremote ine development of quality products

“and by-products of coconuts;

- Maintain an efficient marketing network for
producers, and

- Ovazrall impreve therurai Bvelihcod efcoconut
GrOWErs.
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5. RECOMMENDATIONS

Itis recommended that the Conference and the
NAC take note of the recentdevelopmentsin the
coconut industry, and support the CMB in its
endeavourtoimprove the productivity ofthe sub-
sector, and its contribution to the national
economy. Specifically, the NAC should support
the CMB inits endeavourto:

a) improve its corporate functions, its efficiency
and accountability;
b) Strengthen coconut research and
development in PNG
¢} Promote coconut downstream processing,
and coconut product and by-product
utilisation,;
d) Promote participation of growers and
producers in industry affairs; and
e) Seek and secure government budgetary
support for a national coconut rehabilitation
and redevelopment programme in 2001.
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C.K.Rahman Galrich!

PROSPECTS FOR RUBBER INDUSTRY

1. HISTORY OF RUBBER IN PNG

Rubber has been in the country for almost a
century but kept a very low profile. The actual
planting kick started after the 2" World War with
over 15,000 hectares mostly in Estates owned
by large companies operatingin PNG atthattime
namely, Steamships, Burns Phitip and British
New Guinea. The smallholder sector andreset-
tlement schemes started taking shape in early
60's with new plantings in 8 lowland Provinces.
All the latex from the trees was turned into RSS
(ribbed smoked sheet) which atthat time suited
+ wellforthe simple farmerwhich needed veryfittie
i capitalinput.

Asyearspassed. the Estates ownedbythelarge
companies started diverting their business from

ers. Currently, the only rubber estate still in
existence is British New Guinea Development
whichwastakenoverbys a SIPEF n.vBelguim
in 1983 under the name of Galley Reach Hold-
ings. Thelarge rundownplantations are tapped
srraguiany by the iandownar groups.

The introduction of SMR (Standard Malaysian
- Rubber) brought anaw tife 1o the rubber industry
i the year 1965, It was not unt! 1978, the
technical rupber was first introduced in PNG at
DOAFACTORY inCentral Province and graded
-Thelatexin the cupis ailowed o coaguiate itsgif
and picked up on the second or tnird day after
tapping. The cuplumps can be stored for many
years with no quality problam  This sysiem
“works very well as ths farmer can keep the
rubber and sell the rubber anytime when money
is needed In other words the rubber is like a

' Galley Reach Holdings (s.a. SIPEF n.v. Belguim Group}. P.O.
Box 2, Port Moresby.

cash which grows on trees. What is needed is
to getupinthe easly hours of the morning andtap
the 500 trees block and thatis already like acash
in the bank for the farmer provided a ready
marketisinplace. As mentioned above, Rubber
is the most suited smallholder crop for the farmer
in the remote parts of the country. Rubber
collected fromthetree canbe stored foralonger
period oftime. No problem with disease orpest.
No huge expenses to the farmer once the trees
aren production.

Thereis agood demand for Rubberwood through-
out the world. The trees are exploited after 20
years for their timber which is mostiy used for
good class furnitures. The first Rubberwood
sawmill in the country was established at Doa
Plantation in Central Province in 1957. Most of

the sawn timbers are exported to Europe and

Asia.

2. PRESENT LEVEL OF THE INDUSTRY

The current planting comprises of the foflowing.

1 Eelates =000 ha 37 5%

2. sehemeiVilags 8300 ha 62.2%

3. Regearch Stations A0 ha Q.3%
Totai: 13350 ha 100%

compared fo the current 4, 400 tonnes. There
are various reasons for the low output.
3. COMSTRAINTS

1. Aliroads between poinits in the remote areas
of the rubber growing areas are not accessi-
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ble by vehicles. There are virtuaily no links
between point A and point B for bringing the
crop for marketing,

2. With the Provincial reforms, the DPI officers
are handicapped as there are no funds for
them to operate and purchase the rubber
from the farmers.

3. The farmers are not being regularly paid for
their produce. Regular buying of atleastonce
or twice a month will be more rewarding and
boost the morale of the simpte man in the
Block.

4. Atthe moment Galley Reach Holding (GRH)
has taken the task of helping the farmers with
tapping tools and also various other forms of
assistance on credit terms.

5. The management of Galley Reach Holdings
has been visiting the farmers in the remote
areas of the rubber growing previnces and
buying the farmers' produce with no profit at
allto the company. Thisis simply to keep the
industry moving and to showthat thelittle man
that, there is stili market for his rubber and
alsotoencourage himtoincrease his produc-
tion. Such an area which last visited is in
Amazor Bay of the Central Province and aiso
inthe remote area of Ombisusu in Oro Prov-
ince. We have made number of field trips to
most parts of the rubber growing regions to
see and hear the problems faced by the
farmers.

8. Thaindustry is notreceiving any support rom
the Government since 1987, Thisis due to

reform, which is not benefilling the farmers
directly. The DPi cificersand DAL have been
operatingwith limited resources withno vehi-

cles to move around to inspect the blocks.
Worst of ali, no funds provided for produce
purchase. In other words, the farmers who
planted and waited for six long years to har-
vest and sell the produce on fortnightly or
monthly basis have nothingtolook forward for
their hard work.

7. There are about 6,000 families directly in-
volvedin the industry, allin the rural areas in
different parts of the country. With the de-
pendants, we are looking at about 20,000
people whose basic daily needs depends on
the proceeds from their rubber sales.

8. The current price of rubber in the World market

i$ alltime (30 year)low. The down turnin price -

is due to Indonesia dumping the market for
hard currency. The Asian crisis has also
contributed to downward trend. There are
other contributing factors to the current low
price.

9. Thefarmers are paid according to the World
price. The prices are adjusted every month.

10. The transport and shipping the produce
within the country is very expensive. There
should be some sort of a subsidy from the
Government to keep the cost down or other-
wise the shipping companies shouidbe more
realistic in their charges for the agriculture
produce. This has been brought upin previ-
ous meetings but nothing has been done to
rectify the situation.

4, RECOMMEMDATIONS

The rubber industry is ane of the smallest agri-
culture export earner compared to other tree
crops in the country. It's future and expansion
program depends mostly with Government of
the day. The future of the rubber in the World
market is lcoking bright. The Industry is going
through arough peried atthe moment dueto the
sumers. There will not be much rubber around
when all the major companies in Indonesia &
Thailand switch to Oil palmfor a betterreturn. It
is already happening in some parts of Indonesia.
Rubber is most likely to be a 100% smatiholder
crop in near the future. The World Bank in its
forecast, has predicted a better future for Rub-
ber. The Government should find ways to im-
prove and expand the rubber industry for the
benefit of the growing population. More rubber
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settlements should be created in all parts of the
lowlands.

There are currently 4 processing factoriesinthe
country with all of them running below capacity.
Appended below the processing capacities of
each factory per annum.

a) Galley Reach Holdings (Doa Factory)
Central Province - 4,000 tonnes

b) Cape Rodney Agri. Project (Moreguina)
Central Province - 3,000 tonnes

c) North Fly Rubber Co. (Kiunga) Western
Province - 2,000 tonnes

d) Gavien Factory (Angoram) East Sepik
Province - 1,000 tonnes

The first 3 factones are stillon operation. Gavien
. factory is not in operation at the moment due to
machinery problems. We need to upgrade the
factory with more updated machinery. Need to
inject about K2 million to upgrade with a more
advanced and fast moving processing line.

5. CONCLUSIONS

Once again the Department of Agriculture and
Livestock should be commended forits effortin
assisting andkeeping the Industry alive. Goods
and services rendered by DPI staif to rubber
farmers has come to complate hait in the rural
areas. Visitto some oftherubbergrowing 2reas
witl prove that the situation is worse than any-
bhody canexpect

In most areas, DM has stopped their involve-
ment in buying and sailing the produce which
was dona before the reform. In previous years

. this worked very well with the farmers. The
t . officers from the DP! visited the blocks and

ourchased the produce n more reguiar basis
and shipped them across to the Factory for
. processing. Re-intreduce the system py allocat-
- ingfunds for purchasing and getting DPI directiy
involve in providing the necessary needs of the
farmer. The Private sector wili aiso piay theirpart
in the marketing.

Atthe moment, the private sectornamely Galley
Reach Holdings and North Fly Rubber are in-
volved in buying directly from the farmers in
some areas but it will be more effective iftheDPI
officers on site, fake the task themselves. The
Governmenthas tohave close co-operationand
co-ordination and work side by side with private
sector to improve the Industry. If this can be
achieved, the current level of production will be
three fold in the nextthree years.

The currentprocessing facilities in the country is
well equippedfortheincrease inproduction. As
mentioned earlier in the report, all the factories
are operating below capacity and anyincrease in
production means better throughput and low
cost. This alsowill benefitthe farmers with better
returns and stop the influx of youths tothe urban
centers.

Withthis, | sincerely thank the Secretary, Mr. Miri
Setae &the Acting Secretary, MrPhilip Pondikou
and the Department staffs for providing the op-
portunity to the private sector to express and
highlight the difficuities faced by the Rubber
Industry.
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Table 1. Natural Rubber Export, 1986 - 99 (Quantity in tonnes)

Year | DOA Cape Gavien Mamba Suma Kiunga Total Value
Tonne (K'000}
1985 | 3,272 880 - 480 272 115 5019 3,668
1986 } 3,617 752 16 288 432 - 5105 3,855
1987 } 3.429 208 272 161 182 - 4252 3,397
1988 | 3,387 4,310 80 144 - - 4921 4,859
1989 | 3,079 1,190 320 316 - - 4905 3,359
1980 | 2,155 441 305 322 - - 3,223 2,182
1991 | 1,834 478 460 - - - 2772 1,835
1992 | 1,657 576 365 - - - 2,598 1,880
1993 | 2,650 237 461 - - .- 3438 2,494
1994 | 3,410 - 327 - - 478 4215 4,141
1995 { 3,557 418 422 - - 999 5,396 8,946
1996 | 3,482 1,907 716 - - 914 7.018 11,932
1997 3,015 1,248 136 - - 187 4586 6,709
1998 | 3,689 1498 - - 548 4855 5,576
1999 | 2,622 1324 - - - 479 4425 5,651
Source: DAL Rubber Section.
Note: Value in FOB
Stholder
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Figure 1. Rubber Production by Sector, 1985 - 1999
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Table 2. Rubber Production, 1985 - 99 {Quantity in tonnes)

Year Sholders | (%) Estates (%) Total Value
Kina (FOB)
1985 1,296 258 3,723 742 5,019 3,668.000
1986 1.556 305 3,549 69.5 5,105 3,855,000
1987 1,401 329 2,851 67.1 4252 3,396,500
1988 1,449 294 3472 7086 4,921 4,858,600
1989 1610 319 3,442 68.1 5,052 3,359,000
1990 1616 50.1 1,607 499 3,223 2,182,300
1991 1,659 598 1,113 40.2 2,772 1,835,300
1992 1,745 451 2,122 549 3.867 2,799,000
1993 2615 539 2,233 461 4,848 3,514,800
1994 2,899 577 2124 423 5,023 4 935,000
1995 4,368 67.1 2,142 329 8510 10,793,500
1996 4896 686 2.243 314 7,139 12,136,300
1997 28676 584 1,910 416 4586 6,700,000
1098 2,779 59.7 1,876 403 4,655 5,576,000
1999 2322 525 2,103 475 4425 5,651,000

Source: DAL Rubber Section

Table 3. Smaliholder Rubber Production, 1980 - 83 (Quantity in tonnhes)

Province Sholders | Planned 1950 11891 {1992 [1993 11884 11095 {1895 11697 11208 [1096
Growers Hzctare
Westarn 1.951 2.005 149 § 1401 116 634 1200)1,700]1,104) 350 5487 550
culf 104 218 112 401 20 100 7R 1200 127 12 27 4
Ceniral 785 3759 £10 | 582 {086 (11,0720 1.014(1.456}1.71411,544|1 8841552
Qro 208 529 322 1 1621145 208 291 400! 500 85 72 33
fast Sepik | 795 1134 305 1 48071422 4618 3341 52211 2066F 6561 238 o5
West Sepik] 528 244 51 S 15 a0{ 1001 100 100 12 10 -
Maous 126 151 15 5 5 3 7 1G 15 7 19 12
Newlreland] 552 550 42 30 38 52 50 80 70 10 10 15
Totat 15185 8891 L E16{1,56911,746| 2,515 2. 85914,350814.89612,6761 2,174%12,322
Source: DAL Rubber Seclicn,
Note: Vatue in FOB
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Table 4. Rubber Statistics (Settlement Scheme, Village Planting
and Estate Sector), 1999

Settlement Scheme Settlers Hectare
Cape Rodney Agricuitural Development Project 698 3,400
Bailebo (Central Province) 57 84
Murua (Gulf Province) 36 118
Gavien (East Sepik Province) 154 538
Sub-total 948 538
Village Planting Growers Hectare
Western Province 1.899 2083
Centrai Province 378 359
Gulf Province 65 100
OroProvince 298 529
East Sepik Province 635 442
West Sepik Province 526 244
Manus Province 128 163
Newlreland Province 333 317
Sub-total 4,362 4,217
Estate Gector Workers Hectare
SPEF/BNGU - Belgium Co. Estate &G0 5112
SogernRutber Dev. Corporation (SROC) 40 1,126
£PO Estate 30 942
Other Small Estate 3 1.083
Sub-folxl 740 8,26
TOTAL £,010 16,620
Bisianumy Rubber Station 20 50
5,030

GRANDTOTAL

16,670
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PROSPECTS FORCOCOAINDUSTRY INTHENEWMILLENNIUM

Sam Tulo', OBE.

INTRODUCTION

Allow me to congratutate the national Govern-
ment andin particularthe Deputy Prime Minister
and Minister for Agriculture and Livestock - the
Honourable Mao Zeming, MP for the foresightin
convening thiswerkshop. The objectives ofthis
seminarin defining policies and strategiesfor the
Agriculture sector totake usinto the new millenium
is timely as agricuiture is the most imporiant
sector which supports more than 85 percent of
the people ofthis country. Thechallenges facing
agriculture are evolving and there is a need to
constantly devise strategies to meet the chal-
lenges that lie ahead of us. Today as we enter
the digital economy of e-commerce and the
internet, the sector must constantly change to
face the challenges ahead.
The cocoaindustry plays animportantrolein the
Papua New Guinea economy supporting a sig-
nificant propertion of the population and as an
important source of foreign exchange. Thelast
census held in 1980 indicated that a total of
81,000 households depend on the industry for
their livelihood by providing cash cropincome or
wages from employment associated with the
industry. Theindustryis the third mostimportant
after coffee and oil palm in terms of its contribu-
tionto total agriculiural exportearnings. in 1988
caleng ancoa contributed 9%, or K735 3 mition of.
total agricuitural export earnings in comparison
to that of coffee of 42% (K325.9 miilion) and oil
palm 27% (1K207.1 million). Over the past 12
years, the performance of the cocoa industry
has come underincreasing pressure from gen-
eraldeciine ininternational cocoa prices, natural
disasters and adverse weather conditions, plant

¢ Chairman, Cocoa Baoard of Papua New Guinea, Rabaul

diseases and the secessionist rebellion on te
major cocoa growing province of Bougainville in
1989. From 1990 onwards, the industry was tye
recipient of a K86 million loan provided under tie
Government Agricultural Price Support Scheme
(AGPS) thatendedin 1995,

| am proud to say that the industry has continuzd
to thrive dispite these odds.

CHALLENGES FOR THE INDUSTRY
Prices

The biggest challenge to the industry has besn
the downward trend in commaodity prices whch

present time. Nominal FOB price fell by 55
percent between 1985 and 1990 from K2,013
per tonne to K908 per tonne. The declinein
prices results in falling revenues and sends te
signatto the grower whetherto continue to invest
incocoa or shiftto other crops where the retuns
are higher. Though cocoa prices peaked at
K3,213in 1888, thisis lowerin real terms dueto
increases in Cosis.

Matura! and Man-made disasters

-Cocsa production reached 32,000 wonnes in

1908/99 cocoa vear after declinng to 25,132
tonnes in 1996/97 - the lowest in over 27 yea's.
in 1988/89at47 678tonnes - anincrease of 5(%
compared to the previous year. Following frcm
the peak, production suffered over the next tvo
consecutive years falling by 20% and 33% te-
spectivelyin 1989/90 and 1990/91, duein parito
disruption to production from Bougainville as a
result of the crisis and the onset of plant ds-
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eases around thattime. Productionreachedits
jowest in 1996/97 at 25,1162 tonnes due to the
combined effects of the extended drought and
Cyclone Justin.

Constraints

Thefuture viability of the industry is alsoimpeded
by lack of orpoortransport due to poorinfrastruc-
ture, whichin turnleads to high freightcosts and
poor marketing facilities. The high capital costs
and lack of cheap credit available to farmers
have prevented furtherinvestmentinthe indus-
try. The generallaw and order problemis also a
hindrance and adds to cost as cocoa dealers
take outinsurance against potential threats.

In recent years the increase in costs as a result
of the fall in value of the Kina have reduced the
margins for the highly commercialised estate or
plantation sector. This has resulted in the de-
cline ofthe production from the plantation sector
overthe years.

PRESENT INDUSTRY AND GOVERNMENT
NITIATIVES
The industry and Government have instiuted
various measures {o support the industry over
the years.

Agriculture Price 3uppori Sehems

The Governmant price support scheame known
asthe Agricuiture Price Suppor Scheme {AGRS)
ended in 1895 withtotel assistancs of K93,.859,201
extendad {0 the cocoa industry. The scheme
was funded from a K15 million Government

grant, K42 million from Stabex funds and the

remainder extendedas a Governmentioantotha
industry. The industry throughthe Cocoa induis-
ry Board is required 10 repay the Government
loan through stabiiisation levies coilected on
-cecoa exports when the average monthly DIS
price exceeds the trigger price currently set at
K2466.75. Repayments ofthe loanhave ceased
since September 1989 as the average monthly
DIS price has remained below the trigger price.

The trigger is an estimate of cost of production
foratypical cocoaproducer. The balance of the
Governmentloan stilloutstanding to the industry
is K29 million.

Research and Extension

Coporatisation and privatisation of the research
and extension function for the industry were
mplemented in 1995 to improve efficiency and
the services provided to the growers. The PNG
Cocoa and Coconut Research Institute
(PNGCCRI) was established in 1995 and the
PNG Cocoa and Coconut Extension Agency
(PNGCCEA) established in 1997 to conduct
research and carry outextension servicesinthe
industry. Theindustry has been fundingits own
research and extension through exportlevies of
K20.00 and K5.00 per tonne respectively with
some Government support that amounted to
K1.02million to PNGCCRI and alesser amount
allocated to the extension agency. The funding
for extension leave much to be desired as it
covers only recurrent costs andis insufficient to
enable the agency to mount a comprehensive
extension program.

Research by PNGCCRI! has been successful
so far in developing hybrid and clonal varieties
that has the potential to increase production.
Current research is focussed on improving co-
ceaquality throughthe use of sclardriers. Papua
Hew Guinea is a loeder on the use of soiar
technology for drving of cocoa where several
proto-types of the solar drier have been intre-
duced and adopted by anumberof farmers. The
adoptionotthistaechnology dependsupon costs
andieveal of cocoa prices.

mprove productivity through imely and effective
provision of extension services as well as to
improve and maintainquality of cocoa produced
and exporiad teinternational rnarket.

The Board intreduced the Drought and Seed
Subsidy Schemes in 1986 and 1997 to assist
farmers affected by the drought and cyclone
Justin. The Drought Relief Scheme provided
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100% subsidy for new ptanting materials whilst
the Seed Subsidy Scheme targeted farmers
whoexpressed interestin expanding their areas
under cocoa. These farmers are provided a
subsidy of 50% on the cost of new planting
materials. Both these schemes were imple-
mented at an estimated cost of K600,000.

FUTURE POLICIES AND STRATEGIES

The design of future policies and strategies for
the industry must take into consideration the
realities of the industry and well-defined limits
and factors. There is a need to separate the
rhetoric from the realities by focussing on those
strategies that could be implemented without
incurring significant costs to the industry and
Government. For the cocoa industry, the poli-
cies and strategies must aim to fulfil the Board's
Vision Statement of assisting "Papua New
Guineacocoaindustryparticipantstohavea
sustainable livelihood by maximising real
wealth in the growing, exporting and manu-
facturing of cocoa and cocoa products”.

Strategy 1. Production Target of 100,000
tonnes by 2015.

Guided by this visicn siatement and mindfui of
the needte support Nattonal Government devel-
opmentobjectives, the Board has set a produc-
tiontargetof 100,000 tonnestobe achievedover
the next 15 years by the year 2015. Current
initiatives by the industry - including the expected
pick-up in production of 17,000 tocnnas from
Bougainvillsislikelyto prepel preductionte 57,000
tonnes over the next three years 10 2603, We

achieve this target require annuat funding of K3.2

miflion or K470 per hectare. The Cocoa and
Coconutindustries are putting together submis-
sions for funding of a § year rehabilitation and
development program for the two industries
which we hope the Government will consider
favourably in the coming budget.

Village Cocoa Development Scheme

To achievethe productiontarget the Board enun-
ciated the Village Cocoa Development Scheme
(VCDS) as a continuation of previous schemes
toassistthe farmers overcomethe effects ofthe
drought. This scheme has received funding of
K200,000 in the Board's current budget. Under

this scheme, growers who qualify for assistance -

receive subsidies on purchases of seedlings
and farm equipment and tools. Funding has
been exhausted due to the high demand for
assistance.

Targeting Resource Project Areas.

The Village Cocoa Development Scheme s tar-
geting new areas for planting cocoa where the
mining and forestry infrastructure is already in
place and in the case of timber projects theland
which is highly suitable has already been cleared
and is under-utilised. Some of these areas can
be found in West New Britain, New Ireland and
West Sepik. The only requrementis to assist the
growers by providing them with cocoa seedlings
and appropriate tools.

Cocoa Growersand Producers Savings and
Loans Society

To supportthe productiondrive, the Cocoa Board
has decided to partwith the rhetoric of diagnos-
ing the problems of the sector by pioneering the
establishment of the Cocoa Growers and Pro-
ducers Savings and Loans Society in June 1999.
The establishment of the Growers Savings and
Loans is intended to pool the savings of the
growers and make it available as cheaploans for

than 100G members have signed up and mem-
bers savings have surpassed the K200,000

dress a major constraint in the sector.
Focus on Smallholder Sector
Future policies and strategies willneed to target

the smallholder sector that has replaced the
estate or plantation sector as the dominantpro-
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ducerofcocoainPapua New Guinea accounting
for 80 percent of production compared to less
than 20 percentin the seventies. The low cost
nature of smallholder production which uses
minimalinputs such as chemicals and fertilisers
explain the resilience of the sector in absorbing
the increases in cost of production. Production
costs have soared as aresuli ofthe depreciation
in the value of the Kina.

Revitalisation of the Plantation Sector

Production by the plantation sector sustained
heavy losses due to increases in costs of pro-
duction, poor management and the series of
disasters including the Bougainville crisis. In
Bougainviile alone a total of 56 plantations re-
main run-down due to the crisis resulting in a
significant loss in production of aimost 20,000
tonnes. There is a similar story in East New
Britain where a number of plantations are now
run-down due tc poor management. Plantation
quality cocoa carries a premium on the world
market and it is important that any program for
increased production should focus on revival of
this sector.

Strategy 2
tivenass

increasing industry Competi-

A strategy of maintaining and increasing com-
patitiveness inthe induslry is importantto main-
tain producer incomeas and growar iovally (o an
industry facing compention from oter export
crops and enterprises.

Price Siabitination

The usual intervention of supporting producer
prices has its limitations and has been rejected

by both the IMF and Word Bank as strategies 10

beeaf up crop production. This is for the simple
reason thatthe criteria for continued invesiment
i any enterprise is tne return or difference be-
tween price received and costperunitof output.
- Theretumnsior cocoacutputwouldonly increase
if price increase or dueto a reduction in costs of
preduction. This is the universal law governing
investment.

Price support and stabilisation has limited value
and cannot be sustained as evidentin the Agri-
cultural Price Support Scheme introduced in
1989 and terminated in 1985, The industry has
an outstanding loan of K29 million to repay the
NationalGovemment.

MarketInformation

The free flow and availability of market informa-
tion an important characteristic of a perfectly
functioning market and in promoting a competi-
tive industry. Cocoa prices are determinedona
daily basis at the London and New York termi-
nais. The availability of the internet service in
Papua New Guinea will be explored to improve
the flow of information regarding the market to
the growers and other stake-hoiders in the in-
dustry.

Plans are underway to provide weekly informa-
tion on the cocoa market and prices utilising the
radio services in all cocoa growing provinces.

Price Risk Management

The Boardis expioringthe possibility of introduc-
ing commodity price risk insurance in PNG right
tethe producerievetas ameans of managing the
fiuctuations in cocoa prices and lessening the
risk and uncertainty faced by smaligrowers. The
Board has scught Stabex funding for a study of
the use of price-risk managament instruments
by cocoa farmers and tradars in PNG.

Strateay 3: Quality improvement

improvemeant 1o ihe auality of coCoa increases
the demand and henca return {o the grower. A
concerted programis requiredto runcoursesfor
growers onbettertschiniques forharvesting and
procesgsing of cocea, Soms years ago guaity
nspection before exporl was decentralized to
exporters. Unfortunatety, there had been laxity
resulting in some fow guality cocoa being ex-
ported. Adeguate manpowearisrequiredtocon-
auct these programs and to casry on the spot
checks onfermentaries to detectweaknessesin
quality control. The Board currently has four
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operational regional offices manned by Senior
Inspection officers whose primary functionis to
monitor compliance by growers and buyers of
cocoa to quality standards set by the Board.
There are plans by the Board to increase the
number of regional offices to cover most of the
main cocoa-growing provinces. Implementation
of this plan will depend on availability of funds.

Papua New Guineais a pioneer in promoting the
use of solar-powered dryers with the aim of
alleviating the quality problems associated with
smoke, taint and poor processing. A number of
farmers have adopted the proto-type after the
successful field-testing carried out by the PNG
Cocoa and Coconut Research institute. The
Cocoa Board is moving to legalize the use of
solar dryers in approved areas. Solar dried
cocoa will certainly fetch premium prices on the
world market.

Strateqy 4: Organic Cocoa

An outstanding feature of our cocoa is the fact
thatitis grown on village plots utilising minimal or
no inputs such as chemicals and fertilisers.
Papua NewGuinea cantargetthe growing niche
market for environmentally friendly and organic
cocoa with ease. Setting higher standards for
crganic cocoa and the infroduction of accente
organic certification will enhance entry into the
organicmarket.

Strateqgy 5: Downstream Processing

Downstream processing continues to be a ma-
jor policy of the National Government and the
Boardisvigorously pursuing strategiesto achieve

............

processingis thatitincreases value of the prod-
uct and the returns to the grower.

In addition, downstream processing makes it
possible for PNG cocoa to penetrate markets
thatdonotimport PNG cocoadirectly due tolack
of semi-processing facilities. This includes Ja-
pan, Australia and New Zealand. A smaliamount
of ourcocoais exported in cocoa butter form that
" hasahighervaluethancocoabeans. The Board

is continuing to encourage the private secor to
invest more in adding vatue to their exports.

The Board engaged the services of Wile> and
Coconut Product Limited of Wetern Sam»a to
undertake a pre-feasibility study on the estab-
lishment of a chocolate factory inthe county. A
number of cocoa companies have expressed
interestinparticipatinginsuch aventureifitioes
eventuate. Such a project increases the de-
mand for our cocoaand the price growers (gt for
their produce.

CONCLUSION

| conclude by saying this: as far as coma is
concerned, suitablelandis still available inmany
provinces. Atthe same time, there is enormous
interest in cocoa farming and a lot of peopke are
ready and willing to gointo cocoafarming. nthe
East New Britain and Bougainville Provnces
where land availability is becoming a projlem,
people still express strong interest to go into
cocoa farming. There is a need to look at the
acquisition of abandoned plantations andhave
them sub-divided into smallholder plots.

Unfortunately, onthe othe hand there are czrtain
consiraints that must be overcome wity the
assistance irom the National and Provincial
Govermnments, donors and local members of
Parliament. These constraints include lzck of
poorinfrastructure, lack of marketing servizesin
some areas and limited marketing services in
most areas, lack of credit facilities, poor exten-
sion services and high freight costs.

- isour convictionthatcocoais acoimpareiively

and competitively viable tree crop, thus coszoais
here to stay. The chalienge is nottorestenour

laurels but strive to improve the viability >f the

cocoaindustry further. thope you agreethat with
the appropriate financial support from th2 Na-
tional Government and Provincial Governments
and donors we can achieve a lot for the cocoa
industry.

The Boardis countingon Governmentanddonor
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support to implement these strategies for the
benefit of the cocoa growers who live in villages
throughoutthe country. We hope thatthe devel-
opment of appropriate strategies that will resuit
from this seminar will be matched by increased
resources from the National Government to as-
sist the industries realise their full potentiai and
contribute to achieve the economic and social
objectives of the National Government.
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PROSPECTS FOR SPICE INDUSTRY IN PAPUA NEW GUINEA

Michael Waisime'

1. INTRODUCTION

Since the 1980s the Government had stressed
the view point of Crop Diversification from tradi-
tional crops like coffee, cocoa, copra, etc. Inthis
respect the Government, through the Depart-
ment of Agriculture and Livestock, based on a
Medium Term Development Programme (MTDP,
1987 - 1991) initiated a Public Investment Pro-
gramme thatwas known as the Alternative Crop
Expansion and Diversification Programme
(ACEDP). The Programme was known to have
been successful given the various constraints
untilits abolition and transfer to the provinces in
1995.

With growing interest on alternative crops in-
cluding spice crops such as cardamom, chillie,
pepper, turmeric. ginger, cinnamon, etc., the
National pariiament enacted the Spice industry
Act, 1989following which the PNG Spice Indus-
try Board was established in 1991. Since then,
the Board has never really functioned effectively
ltke other commodity boards due to funding ¢con-
straints and had yet to be fully established and
operational.

It is hoped that this brief wouid throw some light

onthe plight of the PNG Spice Industry Board in

its endeavour to rejuvenate, promote and de-

- veiop tha-spice and allernative crop sub-sector
and seek financial assistance, fromthe National
Government to support the industry and the

-farmersin a sub-secior that has enermous eco-
nomic and social potential.

! Chief Executive Officer, PNG Spice Industry Board, P.O. Box
2003, Port Moresby, NCD, Papua New Guinea.

2, BACKGROUND

2.1 Following the need to corporatise govern-
ment responsibilities in the commodity sector
the National Parliament passed the Spice
Industry Act, 1989. The Papua New Guinea
Spice Industry Board (Board) was then es-
tablished underthis Actin 1991, similartothe
other commodity boards such as the Coffee
Industry Corporation, Oil Palm Industry Cor-
poration, and the Copra Marketing Board with
the task to regulate, promote anddevelop the
spice industry and alternative crop sub-sec-
tor. However, uniike the other commodity
boards the Spice Industry Boardis responsi-
ble to develop more than one crop. These
include:-

cardamom (genera Elfeftaria, Amomum
and Afromumy),

chillie, paprika, pimento, tabasco (Genus
capsicumn);

pepper (FPiparmigrumy;

ginger (Zingiber officinale),

cloves (Syzygium aromaticum syn
Eugenia carophylius),

nutmeg and mace (Myristica fragrane),
annatto (Bixa oreffana);

turmeric (Curcuma longay,

vanilia (Zanifla fragrane),

- - ..cmpamom (Genus Cinnamoemumy.and;

mint {Genus Menthay),
herbs and essential cils.

2.2 Dueto the lack of funds and direct budget-
ary support from the National Government,
the PNG Spice Industry Board, since its es-
tablishment, has notbeen able to carry outin
full all its functions as stipulated in the Act.
The only source of funding support has been
through grants from the Department of Agri-
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culture and Livestock (DAL). Budget esti-
mates prepared by the Board's Office and
submitted to the Governmentin the lastthree
(3) years for budgetary support has notbeen
granted by Governmentduringthe 1998, 1999
and 2000 financial years. This has left the
Board crippled and ineffective in carrying out
its responsibilities and functions in the agri-
cultural sector and the spice industry.

Programs to develiop the spice industry,
particularly on extension services, research
andtraining have beenfunded andcarried out
by DAL through the Aiternative Crop Exten-
sionand Diversification Programme (ACEDP).
The ACEDP is a Public Investment Pro-
gramme impiementedin 1988 aimed at diver-
sifying export crop base. The Programme
funding ceased in1935jeaving some 28,000
farmers unattended to and a loss of interest
and decline in spice production and expont.

2 3 The Board has only two (2) administrative

w,
e

staffand has beenrelyingentirely onthe DAL/
Provinciai Division of Primary Industry through
the Alternative Crop Expansion and Diversifi-
cation Programme (ACEDP} for technical
manpower andfacilitation offield operations.
This does not allow the Board to exercise its
powers and functions to support a potential
industry and its farmers due 1o the principal
regson of fack of funds’ or no budgelary
support.

POLICY DIRECTWES ARD ORJECTIVE
FRAMEWORK

3.1 Policy Directives

The policy framework in which the spice in-
dusiryis tobe promoted and developedby the
Spicelndustry Boardis speitoutinthe WHITE
PAPER ON AGRICULTURE reflecting cur-
rent Government commodity policy initiative s
on spices, herbs and essential oil crops.
Policy directives by the Govermment includes:

- toencourage the developmentof appropri-

ate alternative cash crops farming research
intotheirhusbandry, vaneties and yield poten-
tial resistant to pests and diseases which
would lead to increase in production per unit
of input;

- to develop appropriate alternative cash
crops farming and extension systems through
effective information network among the re-
searchinstitutions, farming communities and
the industry as a whole;

- to develop alternative cash crops farming
systems relevant for farm households by
integrating cash crops and food crops as
additional source of income without compro-
mising crop yields:

- to continue to facilitate development of
alternative cash crops towards downstream
processing for value adding or exports and
domestic consumption, quality improvement
schemes to sustain Papua New Guinea's
status as quality crops producer; and

- to encourage the development and provi-
sion of marketing, marketing research and
information for the industry and potentiat us-
ers.

3.2 Objectives

Withnumerous spice crops hegnentaskedio
the PNG Spice Industry Board, the Board's
deveiopment olyjectives in line with ifs func-
tiong and rasponsibilities are to;

- encourage the production of various spice
crops as an aitemaie cash crop and source of
- promote the production, consumption and
export of apice crops in tha country,

- monitor the development of the Spice
Industry tofacilitate growth and industnat de-

velopment:

- promote spice industry as an alternate
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means of rural household income, and em-
ployment opportunities;

- ensure thatthe spiceindustry hasabroader
production and marketbase;

- facilitate the development of the sector's
export base to increase foreign exchange
eamings.

- in collaboration with the Department of
Agriculture and Livestock, Provincial Primary
Industry Offices and other concerned na-
tional and international institutions develop
appropriate crop farming extension system
and promote applied research to improve
efficiency and productivity in crop yield and
pest/disease resistance,;

- develop and support an effective marketing
system for the industry in the domestic and
international markets for spice crops to en-
sure that the sector is viable and that the net
income to farmers is maximized.

4. THE SPICE INDUSTRY - STATUS AND

PROSPECTS

4.1 Field Achisvemaeant to Datie

The growth of the industry to date has been
relatively encouraging. Programs undertaken
by DAL through ACEDP between 18839 and
1995 covering nursery, extension and pro-
duction, training, research and marketing has
resulted in some 28,000 farmers, covering

£82 willages across the country, bheen in- . .

volved in spice crop farming. Latest esti-
mates as at 1995 show some:

- 283 ha of Chillies planted

- 10 ha of Vanilla planted

- 266 ha of Pyrethrum planted

- 20 ha of Nutmeg planted

- 86 ha of Pepper planted

* ACEDP programme. Figures do not
incorporate private & Provincial

Government initiatives

With necessary climatic condition, informa-
tion, government budgetary support for pro-
grammes, promotion, extensionservices and
marketing support there can be a significant
increase in farmers interests in cultivating
these crops.

The production and export of spices and
essential oils accordingtothe ACEDP for1992
and 1993 are:

1992 Production {tonne)} Export {tonne)

Cardamon 95.14 73.24
Chillie 15.43 22.25
Vanilla NA 87 .00 (kg)
Pyrethrum 31.51 NA

1993 Production {tonne)} Export {tonne)

Cardamon 96.63 75.82
Chillie’ 31.86 27.28
Vanilla 935.09kg 856 .31 (kg)
Pyrethrum  272.00 NA

Factory (Kagamuga Natural Product P L) has
since beenclosed.

PNG has demonstrated that it has great po-
tential for producticn and export of spices,
particularly cardamom and chillie. In 1286
some 387 tonnes of cardamomwas exported

representing 3.2% of the total world produc-

tion (12,000 tonnes). For chiflie in the same
year, PNG exported 75 tonnes whichis about

- 1% ofboth totalworid production and exports. .

Despite the remoteness, difficuities and fund-
ing constraints encountered, these results
are positive.

4.2 Crop Production, Export and Potential

Presently there is limited information on the
country's total supply position forthe various
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spice crops, though there is a general

awareness that a number of provinces such

as, Central, Gulf, Oro, Eastern Highlands,
Simbu, Morobe, East and West Sepik, East
and West New Britain and Manus have spice
programmes and projects. in any case esti-
mates of production of spices in 1996 are as
follows:

4.4 Organic Spices

The bulk of production of spice crops are
naturally grown andmaintained withno chemi-
cals or fertilizers and as such the country is
ideally placed to offer organic spices interna-
tionally. Organic spice, and other tree and

Estimates of Production of Spices in 1996
{Tonnes)

Province Cardamomm | Birds eye Chillie [ Ginger Turmetic Vanilla

{dry) (dry) (fresh (fresh & dry| (processed)
Central Province 1.0 0.5 - 2.0 -
Miine Bay 3.0 0.5 - - -
West New Britain 1.0 40 2.0 20 -
East New Britain 1.5 4.0 25 25 1.0
Oro 0.5 3.0 15 15
Morobe - 30 1.0 2.0
Madang 0.5 20 1.0 3.0 -
EasternHighlandsy{ 10.0 30.0 5C.0 50.0 -
Simbu S0.0 10.0 30.0 50.0 -
East Sepik .05 15 - - 200 Neg.
West Sepik - 05 - - [
Total £8.0 59.0 88.0 133.0 1.0

4.3 Couniry Poteniial

The Country (FNG} is rich with a ict of busi-
ness opportunities, inagriculture. PNGhasa
sub-tropical and tropical climats with fertile
tang for ail forms of snice crops. Following 2
study requested by the Departmentof Trade

- andindustry and commisssioned by the Com-

monwealth Secretariatin 1896 onthe 'Export

Potential for Spices inPNG', the 1996 indica-
tive figures on area and proeduction are rela-
tively fow comparedto the country's capabii-
ties. The study revealed that PNG has the
potential to develop a viable spice export
industry tothe tune of US Doilar 80.0 mitlion (K
180 million) annuatly).

food crops are currently very much in dde-
mand all over the world, particulany Europe,
the United States and Canadawith increasing
popularity in Australia and New Zeaiand.

The advantage of producing crganic spicesis
the reduced negative effects on the environ-

- ment and reduced cost of chemicals to the

farmer and the industey.

4.5 Employment

With the current and increasing ievet of un-
employment support by the agriculture secitor
in providing meaningful employment and ac-
tive, productive participation in the informal
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sector is important. The spice industry is
mainly supported by smallhoider farmers.
Youths and women participation is animpor-
tant aspect in the industry, which is small-
holder and family units based.

4.6 Export Marketing

PNG spice crops such as Cardamom, Chillie,
Vanilla and Nutmeg have very good export
market. The recent floating and devaluation
of the Kina has made PNG spice crops com-
petitive internationally. Added with the fact
that spices are high value crops (price per unit
bases), the spice industry has become fa-
vourably, an high-income cash crop.

Markets for PNG spices have been identified
in Europe, the Mlddle East, Asia, and the
United States. Forinstance, there is keen
interest and orders from the United States for
vanilla. Sri Lanka for chillie (5,000 tonnes/
year), Singapore for chillie (50 tonnes/year),
Japan for ginger, England for vanilla, chiilie,
cardamom (100 tonnes per cropfyear), efc.
The PNG Spice industry Board is now placed
with the difficult task of assisting the farmers
and the industry and their crops in attaining
these markets and revamping the industry to
be more commerciaily viable.

One of the major proklems that the Board wil!
have to address is that of marketing. There
are no effective marketing network estab-
lished as yet. Many of the local companies
that are involvedin purchasing produce from
farmers and exporting are inconsistent in
servicing thefarmers needto dispose of their
" hatvest. These fms do ndthave the capital
to stay in the business long enough and their
purchase and export activities are not con-

income, in the leng term causing a decline in
interest in maintenance of spice crop farm-
ing. The Board will have to address this
problem to ensure production, standards/
quality control and marketing is maintained
and competitive internationally.

48. Extension Service Support

4.7 Registered Spice and Herbs Exporters

One of thefunctions and powers of the Board

is toregisterand maintain aregistry of buyers,

processors and exporters of spices in the

country. Tothis effectthe Boards hasto date

screened applications and hasregistered nine

(9) exporters as per PART VIf of the Spice

Industry Act. 1989. Theseregistered export-
ers have been issued Certificates of Regis-

trationandinclude:

1. Mr. John Kuttson, P.O. Box 66, BANZ
Western Highlands Province.

2. Village Spices, P.O. Box 5573,

- BOROKO, National Capital District.
3. FolleyweliNo. 6, Pty Ltd, P.O. Box 1593,
RABAUL, East New Britain Province.
4. Niugini Spices & Trading Co. Pty Ltd,

P.O. Box 2431, LAE, Morobe Province.

5. Railoma Trading, P.O. Box 3908, LAE,
Morobe Province.

6. Bangui Boi-Products Pty Ltd, P.O. Box

1234, MADANG, Madang Province.

7. PauruMetropolis Investmentsitd, P.O.
Box.225, BOROKO, National Capital
District.

8. DuaEstateLtd, P.O. Box 323, MAPRIK,
East Sepik Province.

9. Dabola Cocoa Exports Lid, P.O. Box
53, WEWAK, East Sepik Province.

The registration of applicants requires that
the Board screens applications based on
approved guidelines. Conditions for applica-
tion consideration, registration, certification,
cancellations and appeals are provided for
underthe Act howsverfunding constrains

With the passage of the Organic Law on
Provincialand Local LevelGovemments these
provinces and thelocai govemmentsaregiven
more responsibilities and resources. in line
withthis, reforms the extension services have
become the responsibility of the provincial/
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local governments. Development pro-
grammes and in particular, the Alternative
Crop Expansion and Diversification Pro-
gramme (ACEDP) administered by DAL has
since 1996 beentransferredto the Provinces.
This transfer of the ACEDP to provinces,
however, lack the necessary funds transfer
and as suchprovinces where ACEDP projects
were carried out (e.g., Central, East New
Britain, Enga, Milne Bay, Oro, Eastern High-
lands, Southem Mighlands and Western Prov-
ince) have sufferedbadly; leaving provincial
spice support activities and spice farmers
unattended.

Whilst the extension services in each prov-
ince are the responsibility of the Provincial
Govemment planning andcoordination, train-
ing, research and marketingwiltbe the Boards
activities. 1t has been observed that after
decentralization and the structural adjustment
programme, field staff have been constraint
by lack of proper directions, absence of in-
centives and motivation, management and
funding constraints which impede adequate
execution of field work. The Board sees that
the revitalization of tha extension serviceis a
necessity with the assistance of the Alterna-
tive Crop Expansion and Diversification Pro-
gramme (ACEDP) ofthe Department of Agri-
culture and Livestock.

4.9 Consirainis

Funding levels for spice development pro-
grammes and projects beth at the National
{Spice Indusiry Board and National DAL} anc
Provincial/District Level have never
beensufiicient or nil in most cases. Funding

supportfrom governimentis mostessentaito
develop alt devslopmentaspectsoftheindus- -

try including; development projecis, provin-
cial exiension suppont services, crop re-
search, strengthening of the PNG Spice In-
dustry Board. training, improvement of mar-
keting arrangaments, faciiitating guality test-
ing laboratory, encouraging down stream
processing, and developing export oriented
programmes. To develop an economically

viable industry all phases of the industry de-
velopment programmes needs to be sup-
portedwith funds and technical manpower by
governmentordonoragencies.

Research andtrainingis atalowlevelandin
need of sufficient scientific trained man power
and laboratory facilities. Though wide varia-
tionsin yield and quality are noticed for spices
inthefield, highyielding varieties with superior
quality are yet to be selected. Most of the
cultivation and processing metheds followed
by farmers are conventional too. Extension
personnelarenot onlyinadequate butalsoto
a certain extent ignorant of improved tech-
nologies. As a result quality of spices is
greatly jost, forinstance:

I} Good quality green cardamom cap-
sules are allowed to over-ripe on plants
and partially to the ground. Afair percent-
age of harvest capsules are split open
without the desired green coiour. Cap-
sules are dried using inefficient hot air
chambers buiit with metal sheets. There
Is no temperature controlling system and

firewcod is used excessively. - The dry - -

product obtained as a result is only good
for disposing as cardamom seaeds.

i) Processing of Vanilla beans in many
areasis cariedout traditionally. Thatis, the
aresn beans withowt sorting are directly
dried In the sun not adopting "Bourbon
Method™ for producing quality beans. The
pehing method which isrecommended for
making betler quality products is not famil-
iar o many orocessors and growers.

i) Turmeric processing is camiad out

fingers withoutwashing and thendrying on
unclear surface.

v} The quakty of dried birds-eye chillie
varies from farmer io farmer.

To strengthen spice preductionit will be nec-
essary to develop information manuals (on
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crop husbandry techniques, post-harvest
preparation, etc.), nurseries projects and dem-
onstration plots, training/workshops, pur-
chase and export of produce for smallholder
farmers. This will be done through the imple-
mentation of effective management of the
industry by the Board, extension services,
research and marketing programmes in or-
der for the industry to be reactivated and
promoted.

. SCOPE AND FUNCTIONS OF PNG
SPICE INDUSTRY BOARD

5.1 Scope of PNGSIB's Operations

The Board endeavours to promote and de-
velop the spice industry and alternative crop
sub-sectoras ameans ofincome generation,
create employment opportunities, increase
foreign exchange eamingfor the country and
encourage meaningful participation for the
rural people.

The majorconstraintimposed onthe Boardis
the lack of initial budgetary support by the
government for the Board to carry out its
functions and execute development pro-
grammes in the country to develop the spice
and alternative crop sub-sector.

Some of the major infrastructure develop-
ments that are already in existence through-
out most commodity growing regions in the
country would serve to link farmers who in-
tend to participate in spice production and
selling. With government budgetary sup-

of operation weuld be to:

- initiate programmes and activities to pro-
mote and develop the spice and alternative
crop sub-sector.

- resurrect the Alternative Crop Expansion
and Diversification Programme (ACEDP) as
the Board's 'Extension Arm’ which wouid con-
tinue to liase and jointly carryout programmes

primarily aimed at promoting spice and crop
diversificationin the country to include carda-
mom, chillie, pepper, ginger, turmeric, vanilla
and essential oils. Other crops to be encour-
aged are mint, mace, cloves and cinnamaonm;
- In view of the locality, soil and climatic
conditions to seiect those crops with opti-
mum production and market potential, and to

increase smallfarmers’ incomeby rehabilita-

tion and or expansion.

- Incollaborationwith the Provincial Govern-
ment (Division of Pnimary Industry) determine
and carry out planning, training and research
on spice and alternative crops in the respec-
tive provinces,

- Establish pilot project such as nurseries
and demonstration blocks in selected areas
ineachregion for seedlings/cuttings distribu-
tion and training/demonstration for farmers;

- Re-activate farmers’ commitment to spice
and alternative crop production by estabilish-
ingregional marketing outlet and engagingin
produce buying from farmers whichwouidbe
sorted, graded, packed, iabelled and exported.

5.2 Functions

The functions of the Board as prescribed by
the Spice Industry Actl. 1989 are aimed at
promoting and developingaviableindustry in
the country. These are:

a) to control and regulate the processing;,
marketing and export cf spices;

programmes for the benefit of the spice
industry,

d) to compite statistical data on produc:-
tion, imports and exports of spices and t©
be familiar with productiontrends througi-
outthe country and provinces and interna-
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tionalty,

e) to register buyers, processors and
exporters of all or any of the spices;

f) tokeep aregister of buyers, processors
and exporters of spices;

g) to formulate a register of processors
and of spice grading systems for each of
the spices,;

h) whenrequired by the Minister, to act as
an agent for, and to carry out the obliga-
tions of the Stateininternationatforums or
agreements;

i} to make known to the spice industry the
activities of the Board: and

j) todoall things whichitis required by the
Actto do or which are necessary or con-
venient to be done by the Board for giving
effect to the Act.

it is envisaged that the programs that are
developed and executed by the PNG Spice
Industry Board will enable technology, infor-
mation and knowledge to he developed and
commercially utilized s0 asto assista viable,
competitive industry with the goal to further its
development aspirations in this new millen-
iy,

8. PRESENT STATUS OF THEBOARD (51R)

£.1 Boeard Struecturs

The Spice industry Board was officially
launchadin 1991, Thare ae seven (7) mem-
bers to the Board, being!

1. the Head of the Department responsi-
bie for Agricuiture matters, ex-officio, or
nis nomines,;

2. four persons who are representatives
of smailholder spice growers; and

3. two persons who are representatives of
larger commercial spice growers or ex-
porters.

The farmers and industry representative for
the Board are appointed by the Minister to
represent the interestof the group and one of
which is appointed Chairman and | am the
current Chairman.

The Board members are appointed for a
period of three years, with the present mem-
bers'term commencing in August, 1998 and
will expire in August, 2001.

6.2 Board Office and Administration

The Board has a small administrative office
run Dy an Executive Officer appointed by the
Board to administer the functions and affairs
of the Board; while it relies solely on the
Department of Agricuiture and Livestock/Pro-
vincial Division of Primary Industry through
the Alternative Crop Expansion and Diversifi-
cation Programme (ACEDP) for technical
support and facilitation of field and extension

- services, 'In this respect the PNG Spice

industry Board does not have an extension
arm or Agency, as in the case of the Cocoa/
Copra Extension Agency, CoffeeExtension
Agency, etc.

withthe nen-funding of the ACEDP fFfom 1865
andunder the current structural adjustment
pregramme fadiiitation of field and extension
services wouid now have {o be sought from
Frovincig Division ol Primary Industy. inany
case most Provincial Divisions of Primary
industry are constrained withinsufficient funds
snd as such ¢o not have the capacity to

the ACEDPbe resurraectedas gPubiic Invest-
ment Programme to supportthe Board. {See
altachment 2 on Proposed Board Corporate
Structure),

Currently the Board's Administration and Of-
fice faciliies are iocated at the DAL Head
Quarter, Konedobu, National Capital District
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andinclude;

Staff (2) . 1 Executive Officer
1 Administrative Clerk
(Support Staff)

Facilities : Vehicie 1 (2x2 Hyundai
Sonata Sedan)

. Office Space (provided
by DAL)

- Utilities (Telephone/
Facsimile/Electricity, etc.
provided by DAL.)

. Office Equipment's 1 PC
(Olympia)

6.3 Board Meetings

Since the passage of the Spice Industry Act.
1989 followed by the establishment of the
Spice Industry Board in 1991, Board Mem-
bers were appointed by the then Minister. As
alegallyinstituted body, Board meetings were
convened. Following the passing of the first
Board Chairman, Mr. Harding, Board mest-
ings faited to be held on a regular basis.
Coupled withthe lack of budgetary support to
enable the Board to be moreindependent, the
Spice Industry Act. 1989 has not been fully
adrinistered.

in order to re-activate the Board, new Mem-
bers were appointed in August, 1998 for a
three (3) year term. Due to funding con-
straints oniy two (2) meeting have been con-
venedin March and November, 1999. Meet-
ing will be held this year (2000) to deliberate
onissues of the industry when funds permit.

To-date the present Board has been handi-
capped to fully institute programmes to pro-
mote and develop the industry. Programmes
and activities implemented to support the
spice and alternative crop sub-sector have
been camried out under the Medium Term
Investment Programme (MTIP) called the Al-
ternative Crop Expansion and Development

Programme (ACEDP). This programme has
been implemented jointly by the Department
of Agriculture and Livestock and the Provin-
cial Government (Division of Primary indus-
try). Funding forthis programme has ceased
since 1995 and the programme has been
disbanded. The Board has been relying on
the ACEDP for funding and development of
the agriculture extension and reseach com- -
ponent of the industry.

[n brief activities the Board undertook were:

1. To draw up guidelines for the registra-
tion of Spice Exporters;

2. Participate in the Port Moresby Show
(June), Goroka Show (September) and
Morobe Show (October);

3. Assist farmers with technical informa-
tion, phamplets, etc.,

4. Assist Rarai (Bereina District) spice
farmerand Vanapa Spice Projectfarmers
with funds to expand their projects; .

5. Eastern Produce Spice P/L (Spice
down stream processor) with funds for
Spice processing,

8. Represent PNG atthe 4™ Meeting ofthe
international Spice Group meeting heldin
Colombo, SriLanka (237-27'" September,
1096).

7. Be partyto the Memorandum Of Agree-
mentonthe Smaliholder Agriculture Credit

smaiinolder farmers for the same.

8. Register industry participants as Ex-
porters as perthe requirementofthe Spice
Industry Act, 1989. Todate nine (9) com-
pany applicationshave beenscreened and
recommended to the Board for approval.

9. Investigate and inform the industry
members on exportmarket opportunities.
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10. Prepare Pre-Feasibility Study Report
forthe Karamui Spice Project, Simbu Prov-
ince and the Draft Memorandumof Under-
standing between the DAL, SIBand Simbu
Provincial & Local Level Government to
rehabilitate the KSP.

11. Prepare Project Propossalforfunding
of the Morobe (Munum &Markham High-
way) Spice Development Programme.

12. Suppeort for vanilla cultivation and
processing graduation ceremony for 223
vanilla farmers in Wosera District, East
Sepik Province (21-23"September, 1999).

13. Carry out study to report to the Board
the status of Spice/Vanillaindustry in East
Sepik Province andrecommend develop-
ment measures (10M-16" September,
1999).

14. Draw up Memorandum of Under-
standing for the Komo Magarima Spice
Development Programme between the
Department of Agricutture and Livestock,
SouthemHighlands ProvinciatGovernment
and the PNG Spice industry Board.

7. SPICE DEVELOPVENT ACTION PLAN

Invizw of the needto cevelop a potentialiy large
agricuitural sub-sector industry i spices with
the aim of assisting farmers increase and diver-
sify ruralincome base, improve basiciiving stand-
ards, generale employmentin the plantation and
formal sector, increase forgign exchangs eam-
ings for the country the spice industry would
nead to be supported by government. The fol-

lowing action is propesed by the Spice industry - - - -

Boardforthe steady growthiofthe spice industry.
1. Intensify Ressarch

- To select high viekding superior guality
varisties,

- Todevelop suitable agronomic practices
to maximise productivity.

- Toevolve appropnate control measures
for pest and disease.

- To modernize or improve harvest and
post-harvest practices.

2. Launcha Major Development Programme
with the Involvement of the National DAL and
Provincial Division of Primary Industry

- To encourage farmers to grow selected
spice crops.

- Todistribute quality pianting materials.

- Totrain farmers on improved cultivation
and processing methods.

- Totrain extension personnel.

3. Produce QOrganic Spices

- To achieve better value spices.
- To capture markets in selected
European countries.

4. Strengthen and Corporatise the PNG
Spice Industry Board

- To regulate and monitor the spice

~industey. . . . .

- To instigate and or take up production
programme in coliaboration with the
Provinces and Districts.

- To provide market information to
Processors and exporters.

- To ensure quality and standards for
sSpices exported.

- Togive propaganda for PNG spices
abroad.

o

Provide and Support Agricultural Credit
Scheme

smeliholder Agricuitural Credit Scheme
to meet a part of the cultivation and
LICCessing cost.

- Tomonitorthe growers supported under
the Credit Scheme to ensure farmers
project is successful.
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6. Ensure Marketing Arrangements

- Tohelp the growers for easy disposal of

the product at the optimum price.

- To develop linkages between growers

and exporters.

- Tosupportanexportdrive programmeto
increase and promote PNG spices inter-
nationally.

- Conduct marketing training, seminars,

workshops for spice offices, farmers
and exporters.

7. Establish Quality Testing Laboratory

- To check quality of spices before
exports.

- To monitor contamination and further
improve the quality of spices.

- Tofind out biochemical constituents.

8. Encourage Down-stream Processing

- To add more value to spices.
- To secure higher unit price.

9. Look for External Funding Support

- Tolaunch a major programme for spice
develogment and export.

To develop a viable spices industry in Papua
New Guineathe action plan with adevelopment
budget would have to be supported by Govern-
ment. Initially the Spice industry Board would
havetobecorporatised, inciuding the re-institut-
ing of the Alternative Crop Expansion and Diver-
sification Programme as an "Extension Amm

8. REVENUE AND BUDGET
8.1 Revenue
The Spice Industry and alternative crop sub-

sectoris at the cross road where it is consid-
ered as having enormous economic potential

but require initial Government support. Re-
cent estimates suggest that PNG has the
potential to develop its spice industry into a
more than US Dollar 60.0 million per year
industry contributing substantially to foreign
exchange eamings, creating employment and
providing income to rural farmers. However
at this stage the Industry has declined from
the mid- 1970's high to generate less than
K5.0millioninexport earnings due to the lack
of Government support, fluctuating world
prices and ineffective managementand mar-
keting.

With the given situation that the industry is
small, the Board is in a situation where it
cannot generate sufficient revenue by impos-
ingfees/levies, etc., support from the National
Government for both the Board's establish-
ment, administration/operation and develop-
ment programmes is required.

8.2. Development Budget

The Board, through the DAL, submitted a
Development Budget Estimate for K1.2 mil-
lion to the Department of Finance and Plan-
ning for government fundingin the 2000 finan-
cial year. This Development Budget was
aimed atfullyestablishing the Board with
its own stafi, office accommaodation, of-
fice faciiities {furniture, vehicles, com-
puters, etc.}. Unfortunately this submission
was turned down and notfunded. Itis hoped
that the current Government would support
the Budget request this time.

3.3 External Funding Support

inthe meantime the DAL and the Board have
prepared and submitted the following:

a) AJoint Technical Assistance Proposal
forthe European Union STABEX fundsto
support the spice industry and the Board
with a study/review of the industry and
recommend appropriate development
strategies, including funding source, tech-
nical support and institutional requirements
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to strengthen and develop a viable indus-
try. Through the findings of the study a

* corporate plan for the SIB will be formu-
lated. 1t is estimated that this study will
require K100,000 to be carried outover a
month period.

9. SUMMARY

The White Paper on Agriculture highlights,
amongst its commodity policies, the need to
enceourage the development of appropriate alter-
native cash crops. Followingthe government's
effort to diversify the country’s cash crop base
from traditional crops like coffee, cocoa, copra
and oil palm and with growing interest in spice
crops the Spice Industry Act, 198%was enacted
by Parliament which facilitated the PNG Spice
Industry Board to be established in 1991.

The PNG Spice Industry Board was officially
jfaunched in 1991. To-dateitis still been looked
after by the Department of Agriculture and Live-
stock (DAL). The Board hasits own administra-
tive staff based in Port Moresby, but relies on

DAL, through the Publicinvestment Programme - -

(P1P) known as the Alternative Crep Expansion
and Diversification Programme (ACEDP) for the
faciiitation of field operations. This fundingforthe
ACEDP has been discontinued since 1985 1eav-
ing the Board to depend on the provinces 1o
ientify and impiernenttheir spica davelopment
pregramines.

The Beoard funchons and responsibiiities are
orescrived in the Spice Industry Act. These
include regudating and prormoting the spice in-
dustry.  Uniike other commodity boards, the
PMGSIiBisrespansible fortha developmantof 11
erops. o

The PNGSIB is responsibie for an industry that
has enormous economic potential which can
ganerate foreign exchange, provide employment
andgenerate income forover 28,000 rural farm-
ers. In orderto effectively carry outits responsi-
bitities and initiate programmes for which buag-
etary support from governmentis required.

in line with the current reforms and to promote
and develop the spice and alternative crop sub-
sector the PNG Spice Industry Board shoutd be
corporatised and financially supported like the
other Commodity Boards with its own funds,
staff and equipment.

The Board is empowered by the Act to impose
fees and levies as a source of revenue to facili-
tate its operations. As the industry is small it
would be premature to impose levies at this
stage and as such it is hoped that the govern-
ment will initially provide for the Board the re-
quired budgetary support. At the same time a
project proposalhas been prepared jointlyby the
DAL and PNG Spice Industry Board's Office and
submitted forthe European Union STABEX funds
and Chinese Government Aid to seek funds to
support the administration of the Board and the
industry.

RECOMMENDATIONS

* |t is considered that the National White
Paper on Agricuiture be acknowledged and

tive crops be implementad by the govern-
meant.

* The PNG Spice Industry Board be
corporatisedas aCommodity Board to effec-
tively address Government Policy directives,
its aims and gogls, functons andresponsioili-
ties as prescribed by the Spice industry Act.
In so doing be supparted toreguiate, ronitor
and promote & viable spice industry in Papua
New Guinea.

* The Spice Industry Board's Development

Budgetbe supported for fundivig inthe 2000 -+

financial year.

* The DAL Public invesiment Programma
(PIP) known as the Alternative Crop Expan-
sicnand Diversification Programme (ACEDP)
b2 resurrected and funded to become the
Boards 'Extension Arm'.
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PROSPECTS FOR A PAPUA NEW GUINEA LIVESTOCK INDUS-

TRY (CATTLE)

Gonny Bubar?

The Cattlemen's Asssociation represents the
interests of small producers and large ranches.
Due to lack of time, we will present here a few
figures and examples cnly.

SOME FIGURES

Currentcommercial meat productionis approxi-
mately 2800 tonnes beef, sheepnil, poultry 17,500
tonnes and pigs 1000 tonnes.

Total red meat imports are 42 000 tonnes of
which 9,000isbeefand 33,000 tonnesis mainly
lamb flap and forequarter chops. 90-95% fo the
beefimported is trimming and thin flank brisket.
This is mainly used for processing at canneries
- and small goods factories. Approximately 500
tonnes of fresh market beef is imported.

Processing beefis importedtariff free. Imported
fresh market beef has a 30% tariff. imporied
sheep meatis tariff free. Imported poultryhas a
K3.15 perkg (approx 70%) tarifi. impeoried pork
has a 30% tariff. While there is scope for
producticn expansion, competition with cheap
quality importsis difficult.

WHY CATTLE?

We are centinually reminded of the high cost of
importing grain to feed poultryand pigs but we
shouid remember that catile eat grass. There
aretarge areas ofunder utilised grassland which
1$ suitable for cattle but unsuitable for cropping.

Many of our small farmers are second genera-

! President, Catttemen's Association of Papua New Guinea, P.O.
Box 1535, LAE, Morobe Province.

tion cattle farmers. We have learned from our -

fathers. PNG is free of major cattle diseases.

SOME HISTORY

Thenumber ofcattle in PNG increasedto 150,000
head in the 1970s’ but this gradually reduced to
70,000 head due to poor market economics and
the difficulty of farmers to sell their cattle in the
face of cheap imports. Animprovement in the
market positionin thelate 1990srestored farmer
confidence and as a result herd numbers have
increasedto approximately 85,000 head.

Fencingis the major infrastructure costin cattle
production and has faced import tariffs of 55%

- forstarpickets and 40% on barbwire. While the

pickettanffhas since been removed atariffis still
in place on barb wire.

PRODUCTION EFFICIENCY

Production efficiency is measured by the turnoff
numberandweight of animals onsale. Thishas
shown improvement over the past decade as
farmers identify production problems. As an
axampiz, the extent of calf losses due to dog
attack was liltle appreciated in the past and

where control measures have been used, we

see major improvements.

Over the past 5 years the industry has devel-
oped the supplementary paddock feeding sys-
tem with PNG produced by-products: copra
meal, oil palm PKE and molasses to supplement
pasture andimprove quality and profitabitity. This
is amajor quality step through improved growth
rates and animal handling.
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While smaller farmers can benefitfromthe tech-
nologies developed and introduced by the
ranches, they mostly lack the knowledge and
facilities to improve their stock in this way.

SOME ISSUES

Beeffaces a marketing problemwhich needs to
be addressed bythe industryitself. Overall, beef
1s cheaper than chicken but this not reflected in
sales. Possibly more aggressive advertising
and product merchandising is needed to im-
prove sales.

Therecenttick introduction to the Markham and
Ramu valleysrequired a costly eradication exer-
ciseinexcess of one million Kina. Thiscostwas
faced by the larger ranches. While the Papuan
regionhaslearned tolive with the added costs of
tick, the costs would have beenan unnecessary
burden particularly on our smallerfarmers. This
may also explainto some extent the low number
of smallercatile producersin the Papuan region.
This exercise proved the need for strong quaran-
tine restrictions. We should note that to protect

their industry, our Ausiralian neighbours do not

allow the direct import of live cattle under any
conditions. With the devastating Footand Mouth
disease now spreading in Asia, we need to be
particularly careful with our rieighbotirs who may
not practice the same ievel of quarantine.

IMDUSTRY EXPANSION

Theaimofthendustryistomcerease production
volume and reduce consumearprices. Todoihis,
the industry seeks afaciitating and supportrole
bygoverninentagencies. The available suitabie

fend is on customary land and the focus for

expansionneedsto bedirecied to smait farmers
ang {andowner companies.

Sunport for small farmers through extension
contracting to privatised agencies and larger
ranches wifl be the most cost effective methed.
Inthe longer term, the industry should become
self supporting, possibly on a nucleus estate

model. This is currently loosely practised with
smatl surrounding farms receiving assistance
from larger ranches. As an extension provider,
SRPMwithits supportfrom both Morobe Provin-
cial Government and RDB was building confi-
dence in farmers until its funding collapsed.
While the new ADB pilot program may pickup
where the SRPM program faitered, this start -
stop - start by government does not give confi-
dence to new small farmers.

The move away from government funded abat-
toirs with the establishmentof the modem Ramu
abattoirwithfull boningfacilities servingthe wider
industry is another example of the industry seif
sufficiency.

Market stability and protection from import
dumping are important. While a protective tariff
Is unnecessary to compete with the current real
Australian prices, it is necessary as meat is
being sourced by importers below cost - how?
We have such a small market here that small
ncreases in imports brought on by dumping or
fluctuating overseas prices greatly affects our
market situation and farmer confidence. To
stabilise these fluctuations, we need a tarniff at
this point. it should be noted that the tariff
currently affacts less than 10% of imports or
15% of fresh market consumpticn.

Ensure ihe industry develops on a level playing
fieid. Rermove excessive input tariffs and give
the same concessional advantages to all sec-
tors. Develop appropriate technologies in pas-
{ureimprovament, stock managementand sup-
plamentary feeding for small faymers and pre-
vide skills and businesstraining. Researchinput
irto groduction efficiency and cost reduction.

Sacurity flaw and order issues - brand register -~ -

needs tc be reviewed and enforced and in-
creased penalties are required for cattie theft
and unauthorised movernents of five catile and
carcasses. Ws suggest coniiscation of vehi-
cles, business licence &tc.

Need access to Rural Credit with exiended re-
paymentperiods. Needimproved road access.
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Commercial Production

Beef 2800 tonnes
Chicken 17500tonnes
Pork 1000 tonnes
Sheep/Goats < 59 tonnes

Red Meat imports

Processing Beef 8500 tonnes
Fresh market Beef 500 tonnes
Lamb Flap / Shoulder 33000tonnes
Poultry/ Pork Nil
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PROSPECTS FOR FRESH PRODUCE INDUSTRY

Bob Hargreaves'

1. INTRODUCTION

About85% of PNG's estimated 3.8 million people
produce their own food. They also contribute to
feeding people in urban areas. This is a major
factor in maintaining stability in this country.

QOver the years there have been attempts to
develop fruit and vegetable production and mar-
keting but they were never sustained. Develop-
mentinitiatives, mainly through assistance from
Aid sources, have targeted at resolving certain
problems but there has never been a genuine
commitment by past Governments to develop
the fresh produce industry in its entirety.

The jast major attempt was the Marketed Fruit
and Vegetable Project (MFVP). a NZ Govern-
mentassistedinitiative established by DAL inthe
tatter partofthe 19803 afier the failure of the Food
marketing Corporation. The Fresh Produce
DevelopmentCompany (FPDC)wasestablished
in 1989 to enhance the activities of MFVP. Main
funding was provided by the NZ Government.
The MRV had anational outlookbut by the early
19903 PNG funding siarted to shrink and tha
proiectsteriedtofalter. in 1996 DAL transferred
the MFVP to FPDC and the MZ Government
started to phase down its funding support to
FPDC. FPDC came near 1o closing down in
19¢8 because of 1ack of funding. !t survived
hecause the NZ Government once again came
to the rescue.

FPOC's funding problemis notuniqua where the
food sector is concerned and | raise this issue
not bacause | am the Chairman of the Board of
Directors but because  wish to emphnasise thad
itis ime the Government paid serious attention
to this country's food needs before we reach a

" Chairman, Fresh Preduce Development Company Lid, Ml
Hagen.

crisis point we can't cope with.

Population growth is around 2.5% perannum. At
this rate, PNG's population will be around 8
million in just 30 years. We cannot aliow the
current level of neglect to continue.

Attending to production matters in isolation of
other vital factors is not the way to develop the
fresh produce industry. There has to be a
concerted effort towards equal and continuous
devetopment of all aspects of the industry.

Strategic plans must be conceived for a given
period of ime, particularly where development
isconcerned. lwould suggesta 3-5 yearperiod,
depending on the existing situations. Specific
targets mustbe setfor achievement withiniden-
tified programmes over this period of ime. This
should assist in planning expenditure, provide
the initiative toguarantee funding and provide the
basis {0 plan the next stage of development.

The trend over the past faw years has beento
provide sufficient funds for governmant organ-
sations fo exist virtually on a day to day basis.
Thiz attitude has to change. Funding has to be
consistent and to the required amount. Hawving
said that, itis also incumbent on the Govern-
ment fo exercise siringani monitoring measures
to ensure its agencies are achieving their de-
clared objectives.

and interaction between afl the organisations
and agencies associated with fresh produce at
distric, provincial and national level.

Incompariscn totree crops, fresh produce fares
poorly. | would now like to outline some of the
factors associated with the production and mar-
keting of fresh produce.
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2. PRODUCTION

All food production is basically at subsistence
level though in some cases commercial at-
tributes are adopted in one form or another.

Traditionai crops are aimed mainly at the infor-
mal market €.g. open suburban markets and
roadside markets while introduced crops are
aimed at both the informal and formal markets.

More and more growers, particularly in high
altitudes, are spending more effort and time in
the production of introduced vegetables because
of their greater commercial value. Some of this
class of growers are tending to specialise inone
or two crops to earn income and thus may have
only limited time for the production of traditional
crops. Intheseinstances they may rely entirely
on income from their specialist crops to sustain
themselves and their families. As this trend
grows, the expertise of these growers will need
to be enhanced and the marketing of their crops
assured iftheir interest is to be maintained.

Food production is no longer just for household
consumption. it is a means of eaming an
income and for the majority of the country's
population thisis the only source of income. Itis
difficult to fathom why committed Government
suppoert has always been lacking.

Below are some problems affecting production.

a) High cost of seeds and other agricuiture
nputs.

b} Predominance of Hybnid seeds over open
brids and inability t© save seeds from hy-
brids).
¢) Very poor condition of feeder roads.

d} Inefficientmeans of transporting produce
from farmgate to market.

e) Expensive packaging (farmgate to whole-
sale toretail).

f) Difficulty in growers obtaining creditfinance

{cannot give assurance of guaranteed mar-
ket like the tree crops).

3. MARKETING

The informal market is less sophisticated than
the formal marketthough substantiallosses can
be experienced by both.

The informal market is made up of growers
selling their own produce as well as those who
buy from growers and wholesalers and resell. All
transactions are self serving.

Fresh produce channelled through the formal
marketis principally made up of introduced tem-
perate vegetables. Besides being an income
earner, they are also crucialinreplacingimports.

Formal marketing of fresh produce was given
major emphasisinthemid 1970suptothe 1980s
through the Fresh Food Project and later by its
successor the Food Marketing Corporation.
Both were government owned organisations
which perhaps provided the most likely reason
for FMC's eventual demise.

The concept was not the reason for the failure,
rather the ambitious nature of the project. Op-
grations should have been confinedto commer-
cial tevels rather than towards providing a na-
tional service. By the time FMC tried torational-
ise its functions, it was too late. The worst part
fo the exercise was {ransferring assets of FMC
where they existed to Provincial Governments in
the hope that they would become more efficient
andihus profitable,

Where Port Moresby was concerned, air
freighting fresh produce from locations in the
Goilala area proved ineffective and costly. The
alternative of providing aroad service instead of
facilitating transport of produce from as far as
Enga and the Southern Highiands Provinces to
Lae and on to Port Moesby, was never consid-
ered. it doesn't appear to be a consideration
even now and yet it remains the closest source
of potential supply to Port Moresby.
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The private sector tried to pick up the pieces but
inthe end only one entrepreneurpersisted. There
are now a few more firms dabbling in the whole-
sale of fresh produce but this section of the
industry still remains inefficient and at times a
hindrance to production.

Stop 'n' Shop and Anderson's Foodland Super-
markets are the only retail outlets that give em-
phasis to local fresh produce. Others do not
appeartobeinterestedinretailingfresh produce
{0 any greatextent.

Imports of fresh produce are still a major hin-
drance to the marketing of local produce butthe
sensible way to go aboutcombatingthisfactoris
through providing the right assistance continu-
ously and havingthe appropnate infrastructure in
place instead of resorting to import bans.

An import ban may have the following effect.
a) Deter the establishiment of necessary

infrastructure becauseinthe absence of com-
petition it couid be viewed as unnecessary.

b} (ncreasein price of fruits and vegetablesin

the formal market. rice increase in the
formal market couid in turn inpact on prices
in the informal market, particidarly in Port
Moresby.

¢} Quaiity of produce may netimprove sub-
stantially.

o) Growers will sufferbecause whoeiesalers/
retailers will be selective inwhat they buy if
quatity i3 @ problem.

improving their efficiency.

The bulk oftemperate vegetablas are produced
in the highiands region and the biggest marxets
are PortMoresby andLae. The quality ofvegeta-
bles, particuiarty to piaces such asFort Morasby
and Rabaul, are very much affected by the way
they are handled, packaged and transported.

The supply of fresh produce to Port Moresby by
sea from Lae and air from the highlands rose
from1,000 tonnes in 1989 to 6,4447 tonnes in
1998 and dropping back to 5,000 tonnesin 1999.
There wererises and falls ininterventing years.
Figures from the FMC days are not available to
make comparisons.

The potential to supply greater volumes of high-
land produce to Port Moresby and other ports
exists. The problem is the ability to getthem to
their destinations in an orderlyfashion, ensuring
quality and price competitiveness is maintained.

Below are some of the problems associated with
formalmarketing.

a) Inefficient wholesale depots or lack of
them.

b) Lack of refrigerated containers to store
produce for transportation.

¢) Lack of supportfrom trucking and shipping
companiesbecause ofthejack of appropnate
infrastructure.

d) Unreliable and expensive airfreight service
{combined road and sea freight to Port
Moresby from Mt Hagen is about 0.45 toea
per ko compared {o betweaen K1.50 and
K2.00 perkg by atr}.

g) Lack of oroper faclities to congolidate
produce in Lag and to disparse the same on
arrivalinPort Moresby.

There are other issues | would fike 10 touch on
priefly.
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(a) Food Security Programme

Withthe devolution of powers and decentrali-
sation of functions, | feel it is necessary to
have a National Food Security Programmein
order to have and maintain a united focus on
foodissues nationally.

However | would insist that we get back to
basics if we are to ensure this programme
serves its purpose. Forinstanceweneedto;

i) Enhance production of traditional crops
throughoutthe country.

i} Preserve and ensure the survival of tradi-
tional food crops by retaining them in germ
banks.

i} Ensure planting materials of a wide range
of traditional food crops are maintained in
selected locations for emergency supplies.

iv) Because of the high cost of seeds, particu-
larly hybrids, coupled with the low income of
subsistence farmers, it is necessary to sus-
tain the supply of open pollinated seeds of
selected crops such as corn either through
in-country production or through imports.

While the presence of Hybrids seeds is afact
oflife, they cannotbe aliowed todominate the
seed market completely. The ordinary per-
son cannot affordthem. Itis thereforeincum-
benton the Governmentto ensure the people
have access to affordable seeds.

ali leveis of Governments and their respec-
tive institutions and agencies and with rei-

evantNGQO's and notieastthefarmers. Plan-

ning and implementation has to be at the
guidance of those who are meant to benefit.

it goes without saying that the Food Security
Programme must address all issues relating
to both the informal and formal sector.

{b) Export

For far too long emphasis on agriculture has
beenconfinedtothe tree crops. Itisnowtime
to put fresh produce on the export agenda.

The New Zealand Governmenthas made the
right overtures and this should be pursued to
the fullest extent.

{c) Statistics

PNG has avery poorreputation inkeepingup
to date records of vital statistics and informa-
tion. Just onthe fresh produce aspectalone,
there are noindications of what the country is
producingon adistrict, provincial and national
basis, what is being marketed through the
informal and formal markets nationwide, what
the main consumption crops are in the differ-
ent provinces and districts, even areas, and
statistics onimports offresh produce are way
out of date,

Someone has to be given charge of compiling
agriculture statistics. Funding has tobe guar-
anteed so that this task is undertaken effi-
ciently and expeditiously.

(d} Training

Training is an integral component of any de-
velopment strategy. Technology is advanc-
ing sorapidly these days thatif PNG does not
attemptto keep upwith basic changesthenit
deserves to be left behind.

andinceniivestoits institutions and Agencies
to initiate training for their clients and staff.

(é) Particip'at'ion of womeﬁ ih Fobd Produc-
tionand marketing

There is no need for me to go to any great
lengths to espouse the contribution that the
women make to this country's food security,
not because | am male but because itis all
too obvious that women are are the main
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providers.

Alll needto say is thatthe Government must
ensure that it takes the needs of women into
accountwhen formulating its food policies. if
this means!ocating women at policy level and
enhancing their role in planning and imple-
mentation, then sobheit. The obvious paintis
that if the capabilities of women are not en-
hanced, then who is going to sustain this
country's level of food production.

(f) Funding

The attitude of Government towards funding
fresh produce initiatives must change. |t
must view this sector as vitai to this country’'s
peaceful existence and prosperity.

The Government must adopt a positive atti-
tude towards lesseningits dependency on aid
to fund its food based programmes. it must
takefull control of its financial responsibilities
inasustainable manner. Continued depend-
ency on aid lulls the government into a false

- sense of security, thinking it has the maiter.
undercontrolwheninfactithasn't. Situations
justcontinued o deteriorate.

As mentioned earlier, 85% of this country's
3.8 million pacpie survive from their own ef-
forts in feeding themselves and their urban
cousing. Surely it is not impossibie for the
Govearnmentic make 4 genuine gffortio nelp
its pwn people to took after themselves.

{ thank you for giving me the opportunily to
eXpressmy opinions onbehalf of my comimu-
nity, the subsistence food producers of this
“country and tie organisationlrepresent, the -
Fresh Produce Deveiopment Company.
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QUALITY CONTROL IN AGRICULTURAL INDUSTRY

Daniel Takendu'

WHAT. IS QUALITY CONTROL

Quality control is a procedure aligned in any
agrigultural production establishments to either
monltor the correctimplementation of the quality
assurance system, provide an early warning of
prodiict deviations or departures from quality
assutance system, detects errors or faults in
processing equipments, facilities and proce-
dures, andtoensure thatthe total quality system
isworkingasintended. Therefore quality control
inany agricultural production involves all opera-
tional techniques and activities from production
of produce such as cash crops, fruits and veg-
etables, harvesting, processing, packaging, stor-
age andtransportation chain, and ateach opera-
tional stages quality control functions are under-
takento ensure that the quality sysiemwithin the
establishment.is working as intended and the
end product fulfils the requirement for quality.

In any given agricultural production establish-
ment, quality control systems would rely very
heavily on end product inspection and testing,
the aim being toreduce the number of defective
products reaching the marketplace. The quality
of end productis mspected against known con-
sumer or importer's specification and the end
product, is either released for sale in markeats,
reprocessed or discarded.

defective products are still produced and reach
the market. Secondly, value is added to the
product at each step in the process and itis the
valuablefinished productthatis beingrejected or
reprocessed. Thisis costly fortheindustry. For
instance, harvestofimmature or overripen (rot-

' Chairman, Board of Directors, Nationat Agriculture Quaran-
tine & Inspeclion Autherity, Port Moresby.

ten), germinated nuts, insect infested and dis-
eased produce when processed into finished
goods may never get to land in the market
places. Therefore harvesting of fresh produces
should be timely, harvest only mature, clean,
wholesome (hygiene and purity), and pests and
diseased free, forprocessing andthe processor
must have an efficient processing facilities to
produce the desired finished product. Harvest of
defective produces must be eliminated as much
as possible. Defective produce undergoing
through the processing hine gains value added to
product at each phase of product development
andthe valuable end product may not satisfy the
market requirements. Harvestofperishable for
marketing must be conducted timely and proper
storage is vital to determine the shelf-life, the
keepingqualities. ltistherefore veryessential, to
decide on what desirable qualities a produce
should have priorto undergoing a manufacturing
process.

Agricultural establishiments processing a single
product with high performance rating may
presentaiowriskio product guality, would there-
fore anticipate low priority. Conversely, an es-
tablishment processing many products with
poor performance rating may poise for a high
risk to product quality therefore stringent quality
control measures must be aligned to detect

fauits inany stepsinthe rmanufacturing process.

sumer requirements and plant health require-
ments for overseas marketing will influence the

quality control programs that are aligned into

each phase of production from harvesting of
produce to finished productline.

NAQIA'S POLICY ON QUALITY CONTROL

Quality controlis anissue, which has beenleftto
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variousindustries to absorb and police by under-
taking all necessary actions to safeguard their
interest and toensure that quality of their product
forexport purposes, is achieved. NAQIA being
afacilitator to international trade will ensure that
all goods for exports comply with World Trade
Organisation (WTQ) trade guideline, and will
provide confidence building, quality assurances
and acceptance of goods for exports. The Au-
thority under NAQIA Act 1997 has the following
mandatedregulatory functions and responsibili-
ties on quality assurance and certification sys-
tem, and they are:

1. Conduct product assessment for ex-
port qality and issue product certification for
export,

2. Issue Phytosanitary Certificate for ex-
portconsignment, '

3. NAQIA Inspectiors ensure that export
consignment comply with legislated qualty
standards as set out under commodity Acts
(coffee, copra, cocoaetc.);

of agricultural produce and related products
1o ensure that they are free from pests, dis-
eases, weeds and any other symptoms,

5. To undertake all necessary actions {o
ensure that ihe export of agricultural produce
and related preducts are free from pests,
diseases, weeds and any othersymptems go
as to provide quality assurance to meet the
import requirements of importing countries;

8. Toissue parmits, ceriificates and en-

- dorsements pertaining to imponts angd. ex-

portsof agriculturatproduce andrelated prod-

ucts that they are free from pests, diseases,
vweeds and any other symptoms, and

7. To inspect and treat vessels, aircraft,
vehicles, equipment and machinery, thatare
usedforimporting and exporting agriculturat
produce and related products to ensure that
they are free from pests, diseases, weeds

and any other symptoms.

NAQIA 'S ROLE ON EXPORTS

The Nationai Agricuiture Quarantine and Inspec-
tion Authority is the sole agency mandated with
regulatory function to perform product quality
assurance and certification for export. The Au-
thority will monitor, inspect, control and under-
take all necessary actions to ensure that our
agricultural produce and related products for
marketing are free from pests, diseases, and
weeds and any other symptoms so as to provide
quality assurance to meet the consumer's re-
quirements and plant health authorities of im-
porting countries.

The Authority through regulatory (quarantine and
inspection) roles promotes and is committed to
quality assurance as it facilitates international
trade, ensures importing country requirements
aremet, and strives to fulfill public heaith require-
ments. The Authority will ensure specific criteria
of exportquality on our agriculiural produces for
exports such as cocoa, coffee, copra, palm oil,
rubber or other plant products are achieved
through soundinspection and guality standards
and certification procedures. Achieving quality
standards ¢n our agricultural produces would
ensure thatourexpons conforms to World Trade
Organization irade principles and guidelines,
and hus attract a betier market opporiunities
for our export goods. NAQIA witl continue to
nrovide centifiad assurances that the countiy's
product compiies with thg country's iegisiated
quality standards thatconsumer's requirements
are salisfled and the consumer's guarantine
entry conditions, which include compliance with

coverseas standardsgremat. . 0 0

Taking on export of cocea, coffee and copra for
an examgple, on every presentaticn of these
products for export, a Quarantine Officer under
the supervision of a Senior Quarantine Officer
will conduct product inspections, assessment
forquality of product and make recommendation
tor acceptance for market (experts). Tha quar-
antine inspection procedure involves examina-
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tionon arrival for conditions of containers (bags)
used, carriage hold; presence of dirt (mud/soil};
insect pests adhering to the exterior of the bags,
appropriate markings and labeling (product name
and grade) on the bags/containers. A repre-
sentative samples are drawn and the drawn
samples are further examined for presences of
foreign matters, insect pests and state of prod-
uct. The samples are then assessed for quality
either visually or aided by employing machinery
orequipmenttodetermine productquality against
established standards as prescribed under the
relevant commodity act. Once the quality as-
sessment conforms to standard and all require-
ments are satisfied, the consignment is ac-
ceptedforexports. APhytosanitary certificateis
issued to declare the goods freedom from all
injurious pests and diseases and is now ready
for export shipment.

ROLES OF OTHER SERVICE REGULA-
TORY BODIES

Functions like Consumers Affairs Council (CAC),
National Capital District Commission (CDC),
National Institute of Standards and Industrial
Technology (NISIT) and Department of Health
{Role of Food and Sanitary Act) have a part to
contribute in maintaining naticnal guality stand-
ards and quality assurances on the services or
movement of goods into or within the country.
CAC canjoin forces with NCDC to ensure serv-
ice industries are complymng to minimum na-
tional standards on Feod and Sanitary. Whiie
NAQIA is maintaining quality controlonimported
aoods o ensure freedom from exotic pest and

- diseases.itis Departmantof Heaith, NCDC and.

CAC through their combined efferts can monitor
quality assurances on the entry of alt consum-
-able goods and that servicing agents are operat-
ing within national Food and Sanitary Act. The
Department of Health must continue to ensure
that all entries of consumer goods satisfy legis-
lated health guarantinerequirements. The Heaith
Department together with NCDC must ensure
that all food processors either for markets in the
country or overseas must operate within the
principles and guidelines as set out under the

Food and Sanitary Act. Establishmentof critical

‘hazard control points system at each food,

processing unit will necessitate forproduct con-
formances and safety.

It is vital that NISIT must resource from their!™
standards library and consult NCDC, CAC and
others onthe developmentof standardson qual- |
ity controls and quality assurances manage-
ment systems as well as educating servicing
agent on in-house quality control programs ap-
propriate to activities performed at each esjab-
lishment. These Service Regulators in-turn do
require appropriate resources andtherefore must
be supported to enable them to continue to
function properly.

QUALITY CONTROL ON EXPORT CROPS

Quuality standards for agricultural export com-
modities are established to comply with legis-
lated grade standards within Papua New Guinea
and with overseas plant health quarantine and
marketrequirements. The quality standardsare
specified under relevant commodity acts like the
PNG Coffee Act 1980, Copra Act 1984, Cecoa
Act 1982 etc. These standards rgulate the
minimum acceptable physicaland Phytosanitary
(plant heatth) conditions, which the producer/
expoerter must mest, for market acceptance. '

The management practices within the indus-
tries, provide the protocols one must adhere to
whenconducting production for marketing. Ang,
atthe end of the process, finished products must
meet prescribed national standards. For in- -

stance nthe production of copra, letus tave 2

single stepfor considerationlike the copradrying
process.

During drying of crops, the dryers has to be well

venilatedto ensure smooth transferand distribu-
tion of heatand if otherwise the product will resuit
in either being burnt or "un-cure" and that will
have a deleterious effecton the marketing quality
of copra. Or cocoa and coffee beans not agi-
tated during the drying process would lead to
developmentof cold and hot spots and on mixing
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of beans that would promote mouldy growth,
which would deter the quality of beans. Given
these examples, the appropriate act specifies
what exact control measures are to be taken in
each case to ensure that ateach developmental
stages productgains added value in quality and
tries to as much as possible to eliminate factors
that would deter quality of the finished products.

Asinthe case, of perishable goods, the product
quality aspects of it rests very much on the
importer's requirement and by arrangements,
the exporters are to comply. With the perisha-
bles, timely harvests and due postharvest care
and attention with regard to proper packaging
and storage would warrant a protong shelf-life.

PRODUCT QUALITY

Achieving quality on productis anendresuitofa
concentrated effort and is achieved when fea-
tures and characteristics inspected and tested
on end products for marketing that bear on its
ability to conform to stated requirements for
quality. The features and characteristics vary
‘between preducts however, the generalised
oroduct quality altributes are flavour, odour,
wholesome, colour, purity, consistency, waight,
shape and size, and moisture contents of prod-
ucts, and product's freedom from presence of
fereign matters and product denved debris.
Theseatiributes are achievable targets and can
be checked against known slandards of the
sarne product.  In addition to product quatity,
packaging must meet legisiated standard for
guality and marking.

Quality of products for export will be examined/
assessed by NAQIA and preduct assessed
conforms (o minimum national quaiity stand-
ards and plant heaith requirements of the im-
porting country would be passed. NAQIA will
atso ensure that the products are produced in
accordance to prescribed quality standards un-
der relevant commodity Regulations within the

Act. NAQIA will advice industry on overseas
Phytosanitary {ptant health) requirement that
may vary between importing countries and may
be subject to change depending on the pestand
disease status of plant produce and related
products within PNG.

MARKET REQUIREMENTS

As the volume of marketable agricuitural prod-
ucts and related products increases, thereis a
continued need formarket access. Tomaintain
market demands and attractions, the growers
must be encouraged to continuously cultivate
crops to produce yields of acceptable standards
of quality, purity and hygiene. The processor
must have an effective and efficient product
manufacturing process. Produce for process-
ing must meet processor's specification {(matu-
rity, wholesome, cleanliness) and must be free
from pests and diseases, and other defects.

Industry must establish an effective quality con-
trol procedure and placedin each process steps
from growing, harvesting, processing, packag-
ing, storage andtransportation to achieve quality
assurance and certification on prodtct intended
for export. Atthe same time, setup an effective
up {0 date and maintain communication with
buyers on their requirements and regulations
governing entry of export product into snporting
coundries

There is an increasing demand on the markets
for products, which arg organically grown and
processad compared to preducts where a lotof
chiemical fariiizers, weeadicidaes and pesticidss
are applied. Consumers all over the world are
nowadays conscwous of chemical residues in

or products thatare organically, procassed and
tested. A lot of the Papua New Guinean
produce comeas from mary smailer holders or
individuate where there is ns usage of chemi-
calsofanykind. Large plantations mayhave had
the use of chemical substances at some stage
of the production. Policy issues on the organi-
cally, grown produce must be developed by
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Nationatl Agriculture Research Institute (NARI)
and the affected industries. Within the policy
developed, the industry will be better able to
regulate and setup quality control procedures to
ensure productconformance to marketrequire-
ment andtake advantage of the market opportu-
nity for the organically grown product.

PLAYERS IN QUALITY CONTROL

The major players in maintaining and promoting
quality control systems within industry are the
growers, processor, exporters, provincial De-
partment of Agriculture, commodity boards and
NAQIA. Each player has a defined role to per-
form to enhance sustainability in production of
quality products, whichwillmeetmarket require-
ments.

The growers or farmers mustknow andbe able
to produce healthy, wholesome and pest and
disease free agricultural produce, which are
suitable to processor or manufacturer's specifi-
cation or the consumer.

Processor has to make sure that produce re-
ceived for processing is of the desired quality.
The processor must ensure that correct manu-
factuning technique is applied to enable produc-
tion of end preduct, whichwill meet quality speci-
fications. The processormustappointacompe-
tent quality control officer whose vital task is to
ensure all incoming produce meets specifica-
tions for processing and regularly monitors the
various processing stages to ensure product
deveicpmentconforms torequired specificaticn

Exporter mustensure that the productforwhich

requires certification complies with legislated
guality standards and overseas plantheaith and
market requirements, provide products specifi-
cationto buyers or supply produice specification
to growers.

The commeodity board under the respective
acts is to administer registration of processors

andexporters andthereby regulate the produce
broughtin for processing, processing methods,
productguality, storage, marketingaccess, trans-
portation chain and marketing of end product:
has the power to regulate the sale of produce
{product) that fails to comply with prescribed
minimum quality standards; and offer technical
advice to the industry to sustain production and
product quality.

Provincial Agriculture Department through
extension must offer sound extension advice to
farmers and producers on efficient procedures
on growingand processing of producetoachieve
export quality standards. National Institutions
like Cocoa and Coconut Research Institute
(CCRI), Coffee Research (CRI), National Agri-
culture Research Institute (NARI) and others
involved in the industry through their extension
programs must disseminate research findings
and offer sound technical advice to growers on
how bestthe growers could improve and sustain
production of quality yields.

NAQIA will ensure that all end products are
inspected and assessed to determinefitness for
market or export complies with national legis-
lated product quality standards and packaging
requirements by consumers or importers over-
seas. That ali products passed for export mar-
kets complywith planthealth requirements of the
importing countries and (o provide necessary
certification an assurances that the productis of
exportquality standard.

ECONOMIC IMPORTANCE OF QUALITY
CONTROL

increasing especially with the same expoert
crops being produced in other tropical coun-
tries and in far larger volumes than Papua
New Guinea. However, production of larger
volumes usually involves mass production
for quantity but not for quality. Papua New
Guinean produce being produced on small
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scale involving smaller volumes and in in-
~ stances, where personal touches are ap-
ptied, the product should excel in quality. If
quality of agricultural productis poor then this
would not attract markets and the industry as
a whole and the country suffers economic
gains. Therefore if our produce (products) is
to attract a better price then quality of our
exportgoods is of paramountimportance and
this cannot be over-emphasized nor denied.

Trade Facilitation

Inthe past, goods were quarantined for zero
or no risks of pest and diseases associated
with imports goods and thus, this has been
phased outby WTO. Underthe WTO agree-
ment all quarantine services of the member
countries are obliged to accept movement of
goods with some risks. This, then piaces
even greater risks on our imports and would
cause us to draw as much as possible of our
limited resources to monitor and control en-
tries of pests and diseases. This Authority
peing a facilitator to international irade will
ensure thatnorisks are exported orimported

- through ourexports and imported goods, re-
spectively. NAQIA has in the past, and will
continue to maintain that PNG is free frem
axotic pest and diseases but there s no
gquarantea thata hundred percent of the risks
involvedwould be controlied.

Duarantineg Lessons

Hustrating on some past incidents of eco-
nomichnpontance, ke the cutbreak oicoifse
teaf biight (rusis) in the Highlands Provinces
that cost tht Govemment neariy two millio

Hharkham Va !!"y Mcrobe Province, W’?if‘i.- T
RECDMMENDIATIONS

required a lot of funding for the eradicaﬁon
and much needed financial support came
from the industry. And, more recently in
Manus where there 18 a reported case on
cutbreak of an unknown disease on poultry.
NAQIAmoved swiftly to establishthe cauges
and has, thus confirmed the outbreak and is
now considering ways to contreithe disease.

Indusirial Support

The new castle disease outbreak in NSW,
NAQIAIn coliaboration with Australian Quar-
antine Services acted fast to ban imports of
poultry products from NSW.

Failing to take effective and timely control
measures would simply mean that our coun-
try would face a major disaster that would
harmand cause our agriculturalindustries to
suffer witheven greateriosses. [twould cost
our country millions of kina just to address
whatever the disaster may be before the
industry or the smaller sectors are able to
recover. Withoutquality controtand monitor-
ing of movement of all goods, the detection
andidentification of thethreattoindustry such
as the coffee leaf blight (leaf rust), cattle tick
orthe discovering ofthe new castle diseases
onpoultry would almost beimpossible. There-
fore ongoing quality control services provided
by NAQIA and other regulatory bodies must
be recognized, appreciated and appropriate
resource inputs given te assist its continu-
ance and further support the improvement
and developmental program plans.

in the counitry, industries have a lot to
contribute to mamntaining quality control over
thewr own activities and equaily supporied by
refevant regutatory bodies to ensure
oroductivities  continue {0 maintain guality
and maintain our status in the cpen markets.
All reguiatory bodies within the industry
rmust perform their mandated functions to
enawe that participants espeadially (he amall
hoiders are given the freedom to go about
conducting their businesses normally.

lenplication of Global Trade

The phasing out of zero risks exerts even
more pressure on our guarantining roies.
This simply means that we have to accept
even greater risks on our imported goods.
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This Authority can monitor, inspect, controi
and undertake all necessary actions to en-
sure minimizing the risks of pest and dis-
eases on imported goods but cannot do it
alone. Government must provide needed
resources to the Authority to enable her to
continue to perform a very vital role in the
prevention of exotic pest and disease from
entering our shores.

Collaborative Efforts

It is seen that each National Institute like CRI,
CCRI, NARIand NAQIA, has aspecificor vital
role toplay inthe Agricultural Industrial Serv-
ices. Should there be a major outbreak of
pests and diseasesin the country, itwill mean
that our small holders will be the ones to be
affected most. it would be even difficult to
contain the outbreak due to the country's
rugged pockets and isolated terrains and
would cost the governmentmillions ofkina to
just control the outhreak. At the same time,
the Government may have the capacity to
feed her populace for just one day but not for
364 days. Itis therefore critical that Govern-
ment must ensure that each Institution is
capable of performing its mandated functions
by providing and resourcing needy inputs.

Resourcing Departiments

Provincial Government Departments of Pri-
mary Industries needs to have sufficient
budget for extension and marketing, Com-
modity Boards and Agricultural Institutions
alike should be given the budget cach re-

Also, the establishment of Spices and Rub-
ber industries must be on sound footing to

tivities within the industry. The horticulturat
{fruit and vegetabie)}industry, Fresh Produce
Development Corporation requires realistic
support from the government o enable the
industry in her attempts to achieve a trade
balance on the imports of fruit and vegeta-
bles.

impediments

Achieving quality onour products are further
constrained by lack of transportation facili-
ties, ruralinfrastructure, rural communication
and extension services and these would re-
guire govemment support through the normal
public service mechanisms or through the
organisation developmentalbudgets.

Conclusion

NAQIA has Corporate Plans and is charging
for the services the Authority renders to the
public. The raising of this revenue enables
the Authority to stop waiting for Government
handouts and continues to conduct normal
business in undertaking all necessary ac-
tions in the prevention of exotic pest and
disease from entering or going out of the
country. The Authority, however requires
developmental budget support fromthe Gov-
ernment to assist develop her plans to facili-
tate forimprovement of delivery of services to
customers, business houses and maintain
linkages withinstitutions, alike and the indus-

try.
For more information, you can contact:

The Export Program Manager
National Agricuiture Quarantine and Inspection Authority
P O Box 741, Port Moresby

Tetephone: 3112100, 3259877 Fax: 3251674.3259310

Location: Tropicana Building {opposite Bank of South
Pacific), Racecourse Red, Waigant

Papua New Guines Joumal of Agriculture, Forestry and Fisheries 2000, Vol. 43 No. 1 pp 128-134

.



138

SMALLHOLDER AGRICULTURE CREDIT SCHEME

Richard Maru' & Caspar Auntari?

ABSTRACT

The purpose of this paper is to brief the stakeholders at the NAC on the implications on rural
agriculturallending, by the decision ofthe Government, to corporatise the Rural Development Bank
Limited, in 1998. The paper also provides a review of the SAC Scheme since implementation in
1997. The key objective of the review is to highlight the key lessons learned from the perspective
of prudent fund management by the Bank and to suggest policy recommendations to the NAC fo
strengthen and improve the performance of the SAC Scheme, to achieve the objective of self -
sustenance of the revolving fund, in the medium term.

The paper seeks a resolution from the delegates at the NAC Strateqy Conference to secure an
NAC resolution to support a joint submission by both DAL and RDBto seek an additional seed capital
from the Government of K20-K30 million in the 2001 PIP to allow for further lending under the SAC
Scheme. The paper further recommends the soliciting of donor funds for seed capital for the SAC
Scheme, for exclusive lending to women under the theme of pursuing gender quality in business
opportunities, in the smallholder agriculture sector.

IMPLICATIONSFOR RURAL AGRICULTURE
LENDING BY THE RURAL DEVELOPMENT
BANK UNDER CORPORATISATION

Without operational subsidy the Bank was
forced out of necessity to redefine the vision of
the Bank. The new vision of the Bank is to
position itseif to be a viable and self-sustaining
Background Deaveiopmer Finance Institution.

The Government decided (o corporatise the  Without suticient annual profits anag adsquate

Rural Development Bank i 1898, under tha
currentprivatisavion sirategy. Theoecisionnas
wide rangitg implications for both the Bank and
its key stakenoclders, sspediaily farmars in the
rural communitiss,

Whila the mission of the Bank is {0 provida
afferdadle financal services for the balanced
deveropmeant of ing nalional econamy and he
advancemant of the indiganous poputation of
PNG, the Covernmentcazasad providing annual
grants to the Bank, to subsidise the cost of
providing cheapsrand more accessibie banking
oroducts and services.

! Strategic Planning, Rural Dev Bank Ltd, Port Moresby.
23AC Coordinator, Rural Development Bank Ltd, Part Moresby.

ash flow o meet all its cperaling cost, and
sufficient ioanable funds (o lend each year. the
Bank could not survive.

The develcpment rele of the Bank, 13 no tonger
congruentwiththe overriding survival cbjechve
of the Bank. Sirategies were formulated and
are being implemented to improve the liquidity

- position of the Bank, ensure profiladility o se-

curetnetinancial and operational viacllity of the
Bank.

Theoverriding survivalobjective of the Bank, has
and wili continue to have wide ranging implica-
tions in the ability of the Bank to continue to play
its developmentrole especially inthe agriculture
sector.
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The foliowing are some of the strategies the
Bank has and will continue to pursue toimprove
the liquidity and profitability of the Bank.

Cost Reduction

The Bank has reduced staffing costby reducing
staff from 470 in1994 to 210 in 2000, including
the reduction of expatriate employees down to
only one in 2000. The sale of surplus assets
including the sale of houses under the new staff
home ownership scheme, will reduce mainte-
nance cost and bring in much needed cash
income to improve the liquidity of the Bank.

The profit centre concept was introduced resuit-
ing in unprofitable branch operations like
Lorengau, Vanimo and Kerema closedto reduce
cost.

Increase in Interest Rates

Togenerate increased income and profitability,
interest rates of the Bank were also reviewed
with agriculture interest rates increased from
10%t0 15%. Commercial andindustrialinterest
rates were also increased to rates similar to
commercial banks.

L.oan Portfolio Composition

The loan portfolio composition is changing with
more and more emphasis on commercial and
industrial loans. These sectors attract much a
higher rate of interest rate and are less risky
relative to agriculture loans.

QualityofLoans

There isamajor drive on quality lending withthe
priority customer strategy of lending to previous
- customers with good repayment records, ag-
gressively pursued.

Deposit Mobilisation

The Central Bank has declined the application of
the Rural Development Bank for a partial banking

license to commerce deposit mobilization by
accepting deposits even on a pilot basis. The
industry and the Bank should consider a joint
collaborative approach to deposit mobilization
fromfarmers, to provide essential capitalto lend
to farmers.

Arrears Revovery

The Bank embarked onits most comprehensive |

arrears recovery program this year, with 4 addi-
tional staff employed as dedicated Arrears Co-
ordinators in the four regions, along with the
assistance of a JICA expert, to assist the Bank
onrecoveries. The results up to June 2000 has
shown a significant improvement in arrears re-
covery.

Establishment of Credit Schemes

With the emphasis on commercial and industrial
loans, the Bank will reduce its loanabie funds
over time, for the agriculture sector lending.
The Bank needs to pursue more credit
schemes with external seed capital for exclu-
sive lending to the smallholder agriculture
sector, as no other Bank has the experience or
the commitmentto lend to smallholder agricul-
ture sector in our rural communities. The long-
term sustainabiity of the SAC Scheme is being
pursued by the Bank, (o provide continued lend-
ing to the sector, without which there wili be no
accessible loan funds and hence the cessation
of the flow onbenefitsto therural families and
the national economy.

The Bank is and will continue to tend more and
more of its imited loanabie funds tothe commer-
cizl and industrial secteric achiave.ils vision of
a self-sustaining Bank, at the expense of re-
duced tendingto the agricultural sectorinfuture.

The sector will have to take the responsibility to
partner the Bank to continue with facilitating
agriculture lending, by assisting the Bank secure
additional seed capital forthe SAC Scheme, until
such time the revolving fund under the SAC
Scheme is self-sustaining.
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MAJOR IMPLICATIONS

Méjor'implicalions for the Agriculture sector, as
aresuitofthe new vision and the revised strate-
gies, the Bank is now pursuing include:

Reliance on Commodity Agencies

The Bank will rely on commodity agencies to
provide all extension, loan processing and
credit management especially securing loan
repayment from farmers. The Bank role in the
SAC Scheme will be restricted to loan adminis-
tration and the SAC fund management.

Reduction in Provincial Operations

The Bank has reduced its national presence and
will not be able to support many smallholder
farmers or the agricuiture sector in Provinces
where the Bank does nothave a presence. The
Bank will depend on commodity agencies to
establish a presenceto be ableto assistwith the
smallholder sector in those Provinces.

Reiliance on External Seed Capital

Without Governmentbudgetary supportthe Bank
will rely on the sector to assist the Bank secure
seed capital, o enable the Bank to continue o
provide cheap and accessible credit to our rural
farmers.

Tabie 1. Subsector Seod Capidtal

Allogation

Commaodity Seed Capita) %
Coffee 2,800,000 28
Cocoa | 1,400,000 {14
il Palm 1,200,000 i2
Coconut 1,200,000 12
Livestock 1,000,000 1
Food Crops 1,400,000 14
Spice 500,000 5
Rubber 500,000 5
Total K10,000,000 100

REVIEW OF THE SMALLHOLDER AGRI-
CULTURE CREDIT

Background

Agriculture supports the livelihood for more than
85% of the total PNG population, which live in
rural areas. The smallholder agricuiture sector
contributes an estimated at 80% (K800 million)
of the agricuitural exportearnings annually.

inspite of the vast available 1and and tabour as
input, resources many rural villages have not
been able to become active participants in the
development of the national economy.

Thebutk of our potential vilage-based business-
men and women who are willing and able to
participate inthe cash economy, toimprove their
livelihood and contribute to national develop-
ment, do not have adequate access to rural
credit. These potential businessmen and women
are unable to provide security of a type orin an
amount, which normal commercial banks would,
in their normal cause of business require.

restricted from entry into the cash economy
because of inadequate access to rurai credit.

The opportunity cost is increased production
and exports from the smaltholder sector.

Those who already have tree crop smaliholder
biocks have had nostructured programicrreha-
bilitation, to secure increased production, hence
the provision of very cheap and very accessible
seed capital, under the SAC Scheme is a very
strongincentive for the various commodity bod-

engage in rehabilitation which witt significantly
boost futura export earmings from ourtree crops.

inrecognizing credit access as akey constraint,
the governmentattocated K10millicn sead capi-
tal in 1996 to establish the Smallholder Agricul-
ture Credit (SAC) Scheme, in order to revitaiize
the smaliholder agriculturai sectorin Papua New
Guinea. (Table 1).
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The SAC Scheme comes as anintegrated pack-
age, which consists of: creditfinance, extension
and other support facililties. The scheme also
combinesthe resource available withinthe Rural
Development Bank (Bank), Department of Agri-
culture and Livestock (DAL), and various com-
modity agencies to maximize the benefits aris-
ing from the scheme.

in order to ensure effective implementationof the
scheme and to minimize the risk of project
failure, a Memorandum of Agreement (MOA)
was executed by the key implementing partners
DAL, RDB and various Commodity Agencies.

The DAL has overall control of the scheme in
terms of coordinating and sourcing of further
fundingfor the scheme. The Bankis responsible
for managingthe funds; administerviable loans
and receiving loan repayments, whilst the re-
spective industry bodies and their affiliates are
responsible foridentifying and appraising viable
projects, recommending viable projects to the
Bank for decision and ensuring continuity of

The SAC Scheme operates on arevolving con-
cept, thereby the principal portions of loan
repayment are reinstated back into the fund to
assist more borrowers.

Commodity Agencies are also responsible for
creditmanagement, with the Bank role reduced
to accounting support for debt recovery, under
the SAC Scheme.

Thefundis also structuredin such awaythatthe

fund will be adequate to meet cost associated
with subsidized interest rales and defauited
loans.

The maximum loan amount for any one project
is K10,000 and a subsidised interest rate of 5%
is charged to borrowers. The difference be-
tween the Banks usual lending rate and the
rate charged to borrowers are taken from the
revolving fund to cover the operational cost of
the scheme. '

OPERATIONAL PERFORMANCE

Lending statistics as at 30/06/2000 are summa-
rized intable 2.

Table 2. L.ending statistics of the Bank.

Number of Loans Approved K 3,116
\Value ofloans approved K10,038,986
Total Disbursement since

inception K 8,984,944
Total Repayments since

inception _ K 1,856,392
QOutstanding Loan Balances as

at 30/06/2000 K 7,481,865
Total Arrears Balance K 2,208,448
Arrears % 29%

Loan approvals for various commodity sectors
are summarized in Table 3.

The Bank has since implementation in 1997,
approved 3,116 oans as at 30/06/2000 valuing
more then K10 million and disbursed over K8,9
miflion already to SAC Scheme loan beneficiar-
ies. -

The Bank has committed more then K10 mithon
asloanapprovalsto 3,116 smallholders as SAC
Scnemeloan beneficiaries.

Coffeeisieading other sectorsinlending, whilst
Spices and Rubber experienced low lending for
the reason that there has been noextension arm
to facilitate lending to those sectors.

Totai repayments collecled since inception is
On current trends,

collections should reach K2 million by Decem-
ber2000.

There has been significant improvement on
Cocoarepayments from deficit cash position of
K860,000in January to asurplus cash posttion of
K7,000 as at 30/6/2000.
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Table 3. Loan approvals (in Kina) for various commodity

sectors.

Commodity Number of Value of Average loan per
Sector Loans Loans farmer
Coffee 793 2,017,327 2,544
Cocoa 684 2,384,631 3,486
Qil Palm 384 1,692,074 4,406
Copra 468 1,490,206 3,184
Livestock 525 1,391,240 2,650
Food crops 215 935,541 4,351
Spices 23 123,828 5,381
Rubber 1 4,139 4139

3,116 10,038,986 2,245

Table 4. SAC Repayments (in Kina) - By Sector.

Year 1997 1998 1999 2000 Total %
eémth

Coffee 3,338 49,308 235,361 | 41,827 329,834 1178

Cocoa 2.323 85,840 282,419 1138,250 508,832 |274
| OilPalm . . 182 40,366 | 178591} 93,638 312,777 | 168

Copra 43,991 137.521 | 69,860 251,272 1135

Livestock 162 103,282 180,887 1 46,119 340,550 {183

Food Crops 17,880 70658 | 18.936 107554 | 58

Spices 4,138 1,360 5488 | 03

Rubber

Total 5,053 40,747 1 1,058,574 %410,018 1,856,352 { 100

REVOLVING FUND

The cash position ofthe various commodities as

at 30" June 2000 15 summarized in Tabie 5. -

Thetotal fund availabie in the revolving fund as at
20/06/2000 is K5.54 miliion. However these
balance will be depleted by December 2000
should disbursements be made for applications
already approved.

The revoiving fund urgently requires an
injection of significant seed capital, to sus-

tain lending under the SAC Scheme.

The relatively bigh batance in the revoiving fund.

despite disbursementof K8 .93 milionoutofthe . .

total of K10 miliion seed capital is largely attrib-
uted to the high interest income earned by the
Bark by reinvesting surpius funds in short term
money markets.

Atotal of K4 million has been earned in interest
income, without which there wiil no fonger be
funds for lending under the SAC Scheme be-
cause of both the high arrears by some sectors
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Table 5. Cash positions (in Kina) of various commodities.

Commodity Seed Cash %Seed | %Seed | Status offund
sector Capital Position as Capital Capital

at 30/06/2000| Utilized | Available
Coffee 2,800,000 (1,672,796 40 60 OK
Cocoa 1,400,000 7,320 99 1 CRITICAL
Oil Palm 1,200,000 | 885,045 26 74 OK
Copra 1,200,000 | 427 466 64 36 CRITICAL
Rubber 500,000 | 685,791 -37 137 OK
Spices 500,000 | 589,382 -18 118 OK
Livestock 1,000,000 | 179,234 82 18 CRITICAL
Food Crops 1,400,000 | 1,024,326 22 78 OK
Total 10,000,000 [5,541,360 45 55 OK

like livestock and the extended grace period for
most tree crop commodities, who come into
production after more than three years after
planting (coffee, cocoa & Qil Palm).

EMERGING ISSUES - KEY LESSONS
LEARNED = '

Since implementation of the SAC Scheme in
1997, 2 number of emerging issues have sur-
faced in the use and administration of the SAC
funds. Useful lessons have baen also heen
learned. Fromthe benefit of experience gained
by DAL, commodity bodies and the Bank, neces-
sary reforms must be implemented by all
stakeholders, to ensure we are all working te-
wards the self sustainability of the SAC Scheme
revolving fund. Some ofthe key emerging issues

The fastdepletion of the seed capital, within the
three years shows the popularity and demand
for the SAC joans by the smallholder farmers.
The initial seed capital of K10 million is insignifi-
canttomeetdemand. The nature of cash crops
which require grace periods of up to three years
before loan repayments can flow back into the
revolving fund, does not assistthe liquidity of the

revolving fund account. To date there areup to
K& million of loaned funds, which are not due for
repaymentyet; hence seed capitalis tiedup and
notrevolved, to sustain continuous lending.

The initial seed capital of K10 miilion is seri-
ously insufficient to secure the sustainability
of the revolving fund.

Arrears Trend

Adisturbingtrendistheieveiof asrears, whichis
greater than the acceptable ievel of around 10
percent. Livestock, cocoa and food crops are
sub sectors of concern. Table 6 provides a
summary of the status of the arrears owed by
commodity type.

The ievel of arrears for each commodity is di-

bodies, interms of boththe focus and ownership

at all levels of the organization including top

. management, andthe structure, processes and

the resources provided by these commodity
bodies, to ensure there is repaymet of loans.

Lending Outside Commodities Bodies
Livestock (28%)and food crops (22%}) have high

arrears reflecting the not too well coordinated
extension system.
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Table 6. Status of arrears owed by various

commodities.

Commodity | Loan Balances | Areas @ %
outstanding 30/6/2000

Coffee K2,041,875 K 173,000 8
Cocoa K1,808,567 K575,752 | 26
Qit Palm K 757,337 K 33,072 2
Coconuts K1,067,986 K 315,806 | 14
Livestock K 878,002 K609,753 | 28
foodCrops| K 820,712 K 485,072 | 22
Spices K 106,221 K 15894 1
Rubber K 1,164

Total K7.481,865 K2,208,448| 100

Thereis no accountability forthose ioans thatare
recommended by DAL staff. The Bank has
experienced great difficulty inrecovery, because
of the high turnover of DAL staff (no continuity).
DAL does not have the extensionresources and
the resources and expertise in credit manage-
ment.

commodities bodies have shown superior loan
repayment performance in nearly all cases,

The Bank has learnad that lending must be tied
to commodity bodies with the resources, man-
agement comvnitment, procasses and exper-
tise to ensure there is security of loan repay-
ment.

Rest Practice

in three years the Coffes industry Corporation,
has clearly established itseif as the most effec-

tive and. efficient commaodity body in the total |

SAC Scheme management andt daiivery. The
hasis ofthe Bank asssssmentis both gualitative
andquantitative. Onthebasis ofthe guantitative
measures like the level of arrears and the pro-
duction of quarterily physicai reports, CIC is su-
perior.

The Qii Palm Industry Corporaticn despiie se-
yere resource constraints has developed very

harmonious working relationships with the mill-
ing companies, and farmers. The milling com-
panies, which are monopolies, makeloan repay-
ments directly to the Bank, hence in credit per-
formanceto date (1% arrears) there is relatively
little risk in lending SAC seed capital to farmers
in the oil paim industry, other than future drop in
export prices.

Distribution of SAC Loan by Provinces

Since the inception of the SAC Scheme, loans
under this scheme has been distributed to 18
provinces in PNG except Western Province.
Lending has not occurred in Western Province
because there is no Extension arrangement in
place to facilitate lending in that Province.

Thereis such a wide spread dispension of pen-
etration ofleanding to various commodities and
the flow on benefits to various Provinces, de-
pending on the spread of commodity bodies
presence inrespective Provinces, the uptake by
the various Provinces and the physical presence
of Bank operations in Provinces.

RECOMMENDATIONS

After three years of valuable experiencein man-
aging the revolving fund, the following recom-
mendations are made {o strenglhen and im-
prove the financial parformance of the SAC
Scheme. These recommendations are censist-
ent with our objective of achisving seif -
sustainability of the scheme, in the medium
term.

POLICY RECONMMENDATIONS |
Rola of DAL

Al future iending under the SAC Scheme are to
be provided in partnarship with commodity bod-
ies and the Bank. No ican funds should be
provided with DAL as the extension body. DAL
functionto barestricted totihe lead agencyroles
of policy formulation and implementation, com-
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pliance auditing, coordination, impact assess-
ment and stakeholder managementroles espe-
cially the Government through the Ministry of
Agriculture and Livestock.

Criteria for Seed Fund Allocation

Future loans from additional seed capital should
be allocated on the basis of the repayment,
actual arrears performance and compliance with
other obligations underthe MOA signed between
the Bank and the various commodity bodies.

Use of Best Practice

Alicommodity bodies are to adoptthe CIC model
for the management and impiementation of the
SAC Scheme, as arequirement to secure addi-
tional seed capital for future lending. DAL to
ensure compliance by commeodity bodies and
where necessary assist with PIP orother assist-
ance, to secure compliance.

Equitable Distribution of Accessible Credit

participate in the SAC Scheme and thereby
spread the benefit of cheap accessible creditto
a greater proportion of our rural population, a
noficy forfarmers to benefitfrom SAC loans only
once s reguired.

Those who are successiul in paying their ioans
should graduate to the normal agricuiture loan of
the Rural Development Bank. wnere interestis
notsubsidizedikethe curent SAC Ioans. These
customers will be: treated as prionity customers
ot the Rural Bank under the Bank's priority cus-
lomerilending strategy.

inorderto encourage and supporimore women
farmers {0 access the SAC loans.

Recommendation for Additional Seed Capi-
tal

DAL and Rurai Development Bank tojointly sub-
mitan NEC information paper onthe status ofthe

SAC Scheme since implementation in 1997.

The paper to include a submission for an addi-
tional K20 - K30 million seed capital in the 2001
budget, to allow the Rural Bank to continue
lending under the SAC Scheme.

Recommendation for Exclusive SAC Funds
forWomen

DAL, the National Council of Women and the
Bank should collaborate to seek seed capital to
supplement National Government seed capital
for exclusive lending to women under the SAC
Scheme, using the theme of gender equality as
the catalystin marketing the concept to potential
donors.
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POLICY AND STRATEGY

Miri Setae', MBE.

PLANNING FOR NATIONAL ECONOMIC
GROWTH THROUGH AGRICULTURE

Policy and planning, which encourages robust
growth in the agriculture sector wili improve the
welfare of the majority of the people. Itprovides
economic growth and improved living stand-
ards.

Traditional systems do not provide a higher living
standard. Further, by international standards,
thereis a growing level of povertyin PNG. Popu-
lation pressures are also placing considerable
strain on our traditional system and people are
vulnerableto poverty.

Government's principal role in economic devel-
opmentis tocreate the appropriate environment
that will enable people o mobilise their own
resources to achieve increasing living stand-
ards.

There should be stronger and more diversified
food andlivestock sector. Also there should be
opprotunity to  use agriculturat skills as the
means of entry into cash economy.

Medium Term Development Strateqy (MTDS) is
expected to create this environment, which fo-
cuses on basic education, health care, infra-

opportunities for the private sector.

There is a clear need to revitalise agricuitural
research and extension and strengthenfarmer-
training programs.

As we enter the new millennium, the agriculturat
sector will remain as the principal focus of our
planning policies.

! Secretary, Department of Agriculture and Livestock, Port
Moresby.

Recommendations

1. Revitalise agricultural research and exansion
and promote development of agriultural
business through improved mareting,
processing and export.

2. identify and devise ways and means tinfuse
technology into subsistence agricultve. ltis
strongly recommended that the proiuction
base be diversified to basically improre food
security and nutrition of the peoplewhere
applicable.

3. Every effort should be made to makenvest-
ment in grain and livestock sector togreatly
enhance overall food security and cit down
on highimport bills. Speciall attentiorneeds
to be directed toward stock feed projuction.
as nofewer than four mills already exstin the
country andthey are at present suppiad with
raw materials from overseas.

AGRICULTURE TRADE

Trade provides marketoutletfor goods aid serv-
ices. In 1998 agriculture trade value wai K1.02
billion with the market share of 27.5%n total
export. Agriculture sector is one of the:ectors

erratic economic growth, iow productiviy, high

~ cost, protection, higher tariffs on inputsare the

major contributing factors. Topograpty, debt,
jand tenure, poor infrastructure, poor support
services and small markets are other fictors.

There is growth potential in agricultur trade.
Efficientmobilization of resources and cedit are
required. In the recent past trade pocy was
outward looking or export oriented.
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As a member of WTO and APEC, PNG has
committed itself to reap the benefits of the mul-
tinational open trading system. Forthis purpose
there is a need to improve market access, re-
duce domestic support and export subsidies.

There is also a need to satisfy quality and
phytosanitary standards. Pacific Island coun-
tries are mobilizing and consolidating regional
support and resources.

The Smalland Medium Enterprise policy of 1998
calls for action to increase market access,
human resource development, infrastructure,
information andtechnology input.

This is complemented by the National Invest-
ment Policy, which promotes business environ-
mentfor greaterinvestmentandbusiness growth.

PNG should analyse market trends, needs, de-
mands, challenges and opportunities and deci-
sions of its market strategies, ifbenefits areto be
realised.

Recommendation concentrate in areas where

we have comparative advantage, reduce costof

production, improve quality and diversify the ex-
poitbase and the markat.

THANBPORTY

The prebiem of road transport was highlightad
as a major impsdimant in the production and
marketing of agricuitural produce. The problem
starts from the farm gale o the market end
continues on te the point of consumption.

in 1890 to 1988 funds made available for main-

taining national roads were conly 32% of the

gstimated requirements. The maintenance of
beth provincial and national roads icoisfacing a
major funding prolem.

Recommendation

That government should look at alternative
modes oftransport for agriculturai, forestry, min-

ing, livestock and passenger travel. For this
purpose the government has no option but to
where itis conducive to do so. Development of
railroad system would generate considerable
employment not only in initial construction but
also in their running and maintenance.

AGRICULTURE AND THE BOUGAINVILLE
PEACE PROCESS

Agriculture is the main source of food and cash
incomein Bougainville. Before 1989, Bougainville
wasthe largestcocoa-producing provincein the
country and had some of the largest commercial
coconut plantation and was also a major copra
producer.

Village based cocoa and copra production was
additionalto subsistance agriculture, vegetable,
fruits and meat which were also sold. As the
crisis spread andintensified agriculture produc-
tion declined and exports ceased. An entire
generation of young people have since grown up
with no agricultural experience orformal educa-
tion. This affected food security.

Buf as peace process initiated since late 1897
the trend has been reversed and cocoa and
copra production is increasing. Cocoa
fermentaries and copradriers arebeingrepaired.
Viflage based agricuilure is graduaily recovenna.
tHew crops are intreduced. More needs to be
done to reach the pre-conilict status of agncul-
ture. Agricuiture s therefore, integralio restora-
tion and developmentin Bougainvilie,

Agriculture redevelopment requires active par-
ticipation by business and the community and

requires wider consultation and support.’ The

dialogue to buy back privately owned plantations
and thew distribution to traditional tandowners
shouid be pursusd.

The cocoa and coconut extension agency is
rehabilitating and planting more than € million
cocoa and 100,000 coconut trees.
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EuropeanUnion, AusAid and UNDP are provid-
ingfunding supportto promote agriculture devel-
opment, infrastructural needs, education, and
access tofinance.

Recommendation

That the above effort be vigorously pursued. In
addition to cash crops the food crop sector
should also be revitalised by bringing improved
varieties of seed and planting materials.

AGRICULTURAL INCENTIVES

SUSTAINABLE CREDIT

The point was made that the attainment of any
form of sustainable agriculture creditwill depend
on the macro-economic and political stability in
the country. Such asituation mightbe conducive
in bringing interest rates down, and encourage
creditfacilities to play a major role in rural devel-
opment.

While the setting up of a farmer's bank was
proposed, there were also concerns that the
inability ofthe farmers to manage business prof-
itably made rural lending schemes wary of lend-
ingtofarmers. The privatization ofrurat develop-
ment bank as a private profit making company
was welcomed.

Recommendation
Thatgoodtrainingwas required to create aware-

ness amongst farmers about their responsibili-
. hes as horrowers. . DAL should make submis-

sion for 20-30 mitlion Kina to boost SACS sead
money.

MARKETING, AGRO-INDUSTRY AND
QUALITY

Marketing of food products must initially target
the local markets where there are business
opportunites. Transportation of agricultural prod-

ucts, especially food items, faces many prob-
lems. And this results in produce not reaching
the markets on time and in a satisfactory state
leadingto heavylosses. Therefore, theneedfor
improving transportation and market access for
food crops cannot be over emphasized.

There are ample opportunities for down-stream

processing of many agricultural commodities .

produced locally. These must be investigated
and strategies and action plans needs to be
formulated and implemented.

There are concerns on the possible impact of
Genetically Modified Organisms and Food on
local Agriculture, environment and human
health under the current trade agreements.

Recommendations
a. Research

The agricultural policies need to be designed
torevitalize and enhance research, extension

~and development, increase food production
to attain food security and reduce depend-
ence on imports.

While it is essential that a well plannad and
well supported agricultural researchias been
and shall continue to be required for the opti-
mum development of agriculture sector in
PNG, this activity must cater for the needs of
food crops, fruits, vegetables andlivestock. Ht
was recognized that considerable amounts
of exotic fruit species exist in agricultural
research stationsin PNG. And thatthey should

- ke utiiized to promote fruitindustry daveiop-
ment.

b, Extension

It was recognized that the agricultural exten-
sion system in PNG has collapsed, although
commodity extension schemes are function-
ing well for tree crops. Therefore highest
priority be accorded to establish a national
collaborative extension and network develop-
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ment scheme coordinated by DAL, involving
all sectors of agricuitural industry.

¢. Training

Training andintroduction of appropriate tech-
nology shouid be promoted. Training and
support for women in food production and
processing is fully supported.

d. Information

The importance of authoritative information in
all activities of the agriculture enterprise was
recognized. It was appreciated that there
was the need to fund and staff the DAL's
Printing and Publication Unitand bring outits
publications regularly. The need for DAL to
provide up to date statistical information on
agricultural production, imports and exports
of all commodities was also emphasized.
The use oftransistorradios andmobile phones
hookedto an agriculture channel also needed
tobe explored.

e. Marketing

The need to develop infrastructure such as
feeder roads, nantional roads and marketing
tacilities was recognized. tn addition it was
ohserved that facilitation to transport and in-
frastruciure of perishable praduce needtobe
putin place and required urgsnt altention.

i. Down-8traam Procassing

tndoing down-streamprocessinng it was nec-
assaryto focus endomesticmarketbecatise
atthis pointin time itis difficult to compeie with
overseas products. Thescope for suchdown-
grain crops, vegetablas, fruils & nuts needio
be expioited fully.

u. Bictechnology

T e

PNG is a member of WT0O & APEC, ratified
GATT and CBD and will ratify an International
Biosafety Protocol. Concerns in reiation to
the impact of Genetically Modified Organism

(GMOs) and food (GMF) on agricuiture, the
environment, and human health have been

expressed. ANational Biosafety Guidelines -~ -~

and National Biosafety Committee needtobe
set up to deal with imports causing biosafety
concems. This should protect public and
national interest and foster a better position
for PNG in the world markets.

To prevent unsafe imports and protect Na-
tional Agriculture Development, thereis need
to pay attention to non-tariff barriers to trade,
such as biosafety and quarantine measures
and food standard requirements.

h. Quality Control
Continued government support is recom-
mendedfor NAQIA to exercise quality control

on exports and imports and to preventintro-
duction of pests, diseases and weeds.

TREE CROP INDUSTRIES

Coffee and Cocoa) face similar constraints to
increase production and profits although the
extent of the problems varies wilh individual
ndustry.

Extension andresearchundertakenbythe differ-
sntindustnes toimprove productivity and quakiy
have produceda positive impact onthe perfona-
ance ofthe respectiveindustries. Allcommodity
Boards a2re committed 10 improve and rmaintain
thesa services {o ihe producers.

Major problems are poor road condition, land

disputes and the associated soctatissues. .

Currentlocal rubber production is not adequate
to supply the needs of the existing factories in
PNG. Further deveiopment of this industry is
expected t¢ generate employment and export
revenues of up to US$60 miilion per annum.

Despite the existence of vast potantial for spice
developmentin the country the industry has not
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been able to progress due to arange of issues,
which require attention at all levels.

General Recommendations

1. Road maintenance and transport facilities are
amajorlimiting factor. Asrecommended earlier,
the development of railroad transport system
should be given top priority.

2. All the above industries require financial
support to strengthen their extension services
as recommended earlier.

3. The need for greater research activity was
recognized. itis recommended that considera-
tion should be given to strengthening young
scientist cadet scheme with a view to direct
national scentists into agricultural research.

Specific Recommendations
Cocoa

That governments at National, Provincial and
Local teve's provide support, funds and other
resourcesto.

a) acquire and redistribute run down cocoa
plantations

b) extend seed capital for & credit scheme

¢) assist vith the Board's guality improvemsnt
programme

d) assistwththe Board's downstream process-
ing programme.

Coconut
“Thatthe Beardr - - - 0 0

1. improveits corporate functions, its efiiciency
and accountability;

2. Strengtien coconut resgarch and develop-
mentinPNG;

3. Promoie coconut downstream processing,
and coconut product and by-product utilisa-
tion; :

4. Promote participation of growers and produc-
ers inindustry affairs; and

5. Seek and secure government budgetary
support for a national coconut rehabilitation
and redevelopment programme in 2001.

Rubber

Government should provide funding to rehabii-
tate and expand rubber industry inthe existing as
well as new areas of PNG. Funding should also
be provided for theretooling of the rubber facto-
ries at Gavien and Cape Rodney Rubber
Schemes.

Spices

1. The existing policy directives on spices and
essential oils be recognised with the view to
fuily developing a viable spice industry.

2. The Spice Industry Development Plan and
develop programmes and projects to be en-
dorsed and implemented.

3. The Spice Industry Board's development
budgetforits full establishment and operation
for the 2001 financial year be funded.

4. The NDAL's PIP of Alternative Crops Expan-
sion and Diversification Programme be res-
urrected and funded to become the SIB's
extensionprogramme.

LIVESTOCK INDUSTRY

“inrecert years calie indusliy showed a decling

due to many problems, which should be ad-
dressed by all concerned. Remove excessive
import tariffs and give same concessional ad--
vantageto all sectors. Supplementary paddock
feeding using PNG produced agricultural by-
products will be adopted to improve cattie pro-
duction. Although beefis cheaperthan chicken,
this does notreflectin sales. Thereisaneedto
have strict quarantine system to maintain the
animal health status in PNG. Develop appropri-
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ate technologies in pasture improvement, stock
management and supplementary feeding for
smalt farmers and provide skills and business
training.

Recommendations

1. Recognise the development of the supple-
mentary paddock feeding system and en-
courage the utilization of PNG produced agro-
industrial by -products (copra meal, oil palm
kernel cake and molasses) to supplement
pasture tofinish and improve carcass quality
andhence profitability.

2. That DAL, NAQIA, NAR! and LDC coliaborate
with the industry and other stakeholders to
improve the marketing of domestic beef
through aggressive advertising and product
merchandising.

3. ThatNDAL, PDAL and NAQIA prepare annual
budgets to control disease and pest outbreak
and maintain strong quarantine protocois.

4. The industry seeks afacilitative and support-

Ao

agencies for research, technology develop-
ment, skills developmentandbusiness train-
iNg.

on

. That NDAL develops sirategies t¢ increase
domestic meatproductontoreduce depend-
gnce ontaimb faps and ather cheap imports.

© 6. That NDAL prepare a NEC submission 10
reduce the tantfon agricultural inpuis.
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AGRICULTURE POLICY AND STRATEGIES

Honourable Mao Zeming*, MP.

Provincial Agriculture Chairmen, Chairmen of
Industry Corporations, Head of Provincial Ad-
ministraton, Agriculture Advisors, Ladies and
Gentlemen.

The lasttyo-day's discussions have hightighted
various issues that are facing agriculture sector
developmentin PNG.

The purpose of this conference is to identify the
issues and constraints and formulate policies
and strategies to overcome them forimplemen-
tation.

A major concern that has been highlighted
throughout the two days presentations is inad-
equate funding for the agriculture sector as a
whole. Here | must plead guilty and submit that
things have not been well with the national gov-
ernmentaccounts and itis only now that we are
onasomzawhatsolid grounding. Butthisalso, as
the Prime Minister indicated sometimes ago,
can change for bad or worse with ¢ne single
wrongimove.

Extension has been singied out as a major
component needing funding and re-organiza-
tion. Hers the governmentwould seriously con-
siger the recommendations arising out of this
conference.

of agricuture sectoris the crumbling road trans-
port. | arm glad that this conference has recom-
tem in place, which would transport agricutture
preduce, forestry products, livestock and pas-
sengers. Wewould consider this recommenda-
tion seriously.

' Deputy Prime Minister and Minister of Agriculture ard tivestock,
Papua New Guinea.

The FAO recommendations on coffee industry
have caused serious concern among the grow-
ers. Let me assure everyone here that NEC
would take a decision in this matter only when
various views have been debated exhaustively.

Agricultural Research has been highlighted as -
animportant area of attention by this conference.
The Morauta Government is seriously commit-
ted to research and training of national research
scientists. It is time to seriously implement
trainee scientist cadetship schemes, one al-
ready operationatin NARI so thatinnovation can
flourishin PNG.

Effective and efficient farmer training pro-
gramme needs to be implemented to upgrade
the farmer's skills, to undertake agriculture as a
commercial enterprise.

| have directed DAL and the Commaodity Boards
to give greater attention to this aspect. This will
make our farmers to face the changing world
with confidence.

Revitalization of the agriculture information
system at all levels to be urgently addressed.
The government would encourage this and pro-
vide adequate funding t¢ ensure this is imple-
mented as soon as possible. This area cannot
be neglected any longer.

As PNG is a member of the WTO and APEC, it
isimperative thatour agricultural exports need to
under the trade agreements. To this end every
effort would be made to achieve this goal. And
farmers should be trained and facilitated.

Further, the government wiil ratify an interna-
tional Biosafety Protocol inrefationto the import
of Genetically Modified Organisms (GMOs) and
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food (GMF) andon agriculture, the environment,
and human health.

A National Biosafety Guidelines and National
Biosafety Committee need to be established to
deal with imports causing biosafety concerns.
This should protect public and national interest
and foster a better position for PNG in the world
trade market.

Down-stream processing of agricultural prod-
ucts is another area that requires urgent atten-
tion. This will add value to the products, and
provide notonly additionalincome to ourfarmers
but also create employment opportunitiesinthe
rural sector.

Agriculture developmentin Bougainvilleis a pri-
ority. The governmentwith the help ofthe donor
agencies would implement a range of agricul-
tural development programmes to provide food
and cash that is urgently required to revive the
economy of this province. This would certainly
enhance the peace process.

Thetwo day Conference has been a success. |

this conference to be submitted to the Govern-
ment, which hopefully, shculd form the basis for
Year 2001 budget for the agriculiure sector.

Ladias and gentlemen, thank you for your contri-
hutions.

For those conterence participants who are re-
turmng to ther respactive provincee s, iwishyou
safe journey back.

inow deciare the FPolicy and Strategy conference
closed.
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CONFERENCE PROGRAMME

DAY 1 - MONDAY, 7™ AUGUST, 2000
SESSION ONE

OFFICIAL OPENING

Master of Ceremony: Mr. Bami Sorokine
- Morobe Provincial Administration, Lae

07.00-7.30am Arrival of Singsing Groups, School Children
Arrival of VIPs, Conference Delegates, and
Guests at the Morobe PHQ and are seated

08.00 am Prime Minister's Vehicle arrives at 4th Streetand is
led by Singsing Group.
08.30am Prime Minister Arrives at Morobe PHQ is received
by Commanding Officer Lt Col. J. Fabila
08.45am Guard of Honour - PNGDF Engineer Battalion, lgam Barracks.

Fiag Raising - Huonville Primary School Student(s)
Nationai Anthem - Sipia Brass Band, Huonville Schooi & Audience
National Pledge - Huonville Primary School & Audience
09.00 am Dedication of the 17th NAC & National
.......... Food Security Policy. - His Lordship, Rev. Dr. Wesley Kigasung,
Head Bishop Evangelical Lutheran Church
of Papua New Guinea
Hymn - Sipia Brass Band.
09 15am Welcome Adaress - Gavernor for Morobe,
Hon. So-ngang Luther Wenge  LLBMP.
Official Address and Declaration of the npening of the Conference
- Prime Minister of Papuza New Guinea, The Rt Hen.
SirMekere Morauta. Kt., MP.

LAUNGCHING OF THE NATIONAL FOOD SECURITY AND
SWEARING 1N OF THE MINISTERIAL COMMITTEE.

Masterof Caremeny: Mr. Miri Setae, MBE, Secretary, Department of t\gnr‘u*ture and Livestock
Rapporteurs- - - - - Mr - Vele Kagena and Idr: Anton Benjamin

09.30 am Launching of the National Food Security Policy
- Prime Minister, The Rt Hon. SirMekere Morauta, Kt., MP
Swearing in of Committee Members

PRESENTATION OF GIFTS

10.00 am Recipient. The Prime Minister and Ministeriail Commiitee
From: Morobe Province Gavman for and on behalf of the
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People of Morobe
10.00-10.30am Morning Tea - International Hotel

FOOD DISPLAY: NIALL COMMUNITY HALL - DAL Morobe/Industry/Farmers

10.30am Prime Minister, Food Security Committee & Morobe
Governor (excluding other Conference participants}

SESSION TWO
POLICY AND STRATEGY

Chairman: Mr. Miri Setae MBE, Secretary, Department of Agriculture
and Livestock
Repporteurs: Mr. P. Pondikou and MrEreman Ragi -

10.30-10.50am  Planning for National Economic Growth through Agriculture
- Honourable Moi Avei, MP, Minister for Planning and
implementation

AGRICULTURE INCENTIVES

10.50-11.10am Agriculture Trade
-Honourable Michael Nali, MP, Minister for Trade and Industry
11.10-11.30am  Transport - Key to Agriculture Development
- Honourable Bart Philemon, MP, Minister for Transport and
Civil Aviation
11.30-11.50am Agriculture Rehabilitatioin for Bougainville
- Rt Honourabte Sir Michae! Somare, GCMG, MP, Minister
for Mining and Bougainvilie Affairs
11.50-12.10am Discussions and Summaries
12.10-1.20pm  Lunch
1.20-1.40pm Sustainable Agriculture Credit
- Dr. Beno Boeha, Director, National Research Institute
1.40-2.10pm Discussicns and Summaries

...................... SEGSION THEEE e

RESEA_R_CH AND EXTEI‘%S_ION
Chairman: Mr. Bill Lawrence, Chairman, LDC
Rapporteurs: Mr. G. Mosusu and Mr. A. Benjamin

2.10-2.30pm Agricuiture Policies - DAL Perspective
-Mr. Kino Wenge, FAS, Policy and Planning Coordination
2.30-2.50pm Focus for National Agriculture Research in PNG
- SirAlkan Tololo, KBE, Chairman, NARI
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2.50-3.10pm New Agriculture Extension System
_ - Dr. Sam Lahis, Director, SSSPP
3.10-3.30pm Importance of Agriculture Information
- Professor Ray Kumar, UPNG
3.30-4.00pm Discussions and Summaries
4.00-4.20pm Aftemoon Tea

SESSION FOUR

MARKETING, AGRO-INDUSTRY AND QUALITY CONTROL

Chzirman:

Rapportaurs:

Chairman: Dr. Beno Boeha, National Research Institute
Rapporteur: Mr. G. Gorogo
4 20-4 40pm Agriculture Marketing
- Mr. Phil Frankiin, President of Chairman of Commerce
4.40-5.00pm Downstream Processing of Agriculture Products
- Mr. Wayne Golding, Pres. of Cham. of Manufacturers Council
5.00-5.20pm Biotech/Biosafety Guidelines
- Dr. Mohammed Waghi, PNG University of Technology
5.20-6.00pm Discussions and Summaries
7.00pm Welcome Dinner - Lae International Hotel

- Hosted by Hon. Mao Zeming, MP, Deputy Prime Minister and
Minister for Agricuiture and Livestock

DAY 2 - TUESDAY 8% AUGUSY

IMDUSTRY PAPERS - SESSION 1

TREE CROP INDUSTRIES

8.00-8.050am

8.05-8.25am

§.05-8.25am

9.25-10.00am

10.00-10.30am

M. Sam Tulo, DBE
ar. Felix Bakani and Mr. Uron Safum

Opening Praver
- Pastor Pina, CLC Lae
Prospects for Palm Ci

Prospacls for Coffee industrizss

- Wir. Pugrna Kopi, Chairman, CIC
Frospects for Coconut industries

- Mr Robinson Namaliu, Chairman, CMB
Prospects for Rubber industries

- Mr. Rahman Galrich

Discussions and Summaries

Moming Tea
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SESSION TWO
TREE CROP (CONTINUES), SPICES AND LIVESTOCK

Chairman: Mr. Bob Hargreaves
Rapporteur. Mr. William Gwaiseuk

10.30-10.50am Prospects for Cocoa industries

- Mr. Sam Tulo, OBE
1050-11.10am Prospects for Spices Industries

- Mr. M. Waisime, Executive Officer, SIB
1110-11.30am Prospects for Livestock Industries

- Mr. Gonny Bubar, President, Cattlemen's Association
1130-12.00pm Discussions and Summaries
1200-1.00pm  Lunch

SESSION THREE
FOOD INDUSTRIES

Chairman: Professor Ray Kumar
Rapporteur: Mr. Kino Wenge

1.00-1.20pm Prospects for Fresh Produce Industries
- Mr Bab Hargreaves, Chairman, PPDC
1.20-1.40pm Quality Control
- Mr. Daniel Takendu, Chairman, NAQIA
1.40-2.00pm Discussions
2.00-5.00pm Break for Secretariat to summarise conference proceeding

SESSION FOUR

Chairmzn: Mr. Valentine Kambori
Rapportzurs. Professor Ray Kurmnar & Mr. Siva Supiramaniam

5.60-5.20m Summaries and Recommendations
WrapupofDay 1&2

- Honourabte Mac Zeming, MP, Deputy Prime Minister & Minister
for Agricuiture and Livestock

CLOSING OF POLICY AND STRATEGY CONFERENCE
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PARTICIPANTS TO THE CONSULTATIVE CONFERENCE

Reforming and Restructuring the Agriculture Sector
at Local Level (7-11" August, 2000, Lae)

MINISTRY PARTICIPANTS

MINISTERS AND MEMBERS OF PARLIAMENT

—

Rt. Hon. Sir Mekere Morauta, Kt., MP., Prime Minister for PNG

2. Hon. Mao Zeming, MP., Deputy Prime Minister and Minister for
Agriculture & Livestock

3. Rt. Hon. SirMichael Somare, GCMG., MP., Minister for Mining and

Bougainville Affairs

Hon. Bart Philemon, MP., Minister for Transport

Hon. Ron Ganarafo, MP_, Minister for Fisheries

Hon. Michael Nali, MP, Minister for Trade & Industry

Hon. Herowa Agiwa, MP., Minister for Environmentand Conservation

Hon. LutherWenge, MP., Governor, Morobe Province

Hon. Tukape Masan), MP

0. Hon. Kenedy Wenge. MP

S OOND O

11. Mr. PaulBarker

DAL PARTICIPANTS
MINISTER'S OFFICE

12, M. Henry Yakham, Mirdstry of Agricuilure and Livestock
13, Mr. (Gia Boi, Ministry of Agriculture and Livestock
14, Br Sam Basil, Ministry of Agricuiture and Livesticak

15 Mr. Paul Kisa, Ministry of Agricuiture and Livestock

16. Mr. Mirt Setae, MIBE, Secretary, Department of Agriculiure & Livestock
17. fir. Philip Pondikeu, FAS, Corporate Services

18. Mr. Mathew Kanua. FAS, Technical Services

18. Mr. Kino Wenge, FAS, Policy Planning and Cordination Services

20. Mr. Andrew Yamanea, Director, Agriculture Education & Training

21 Mr William Gwaiseuk, Director, Policy and Pianning

22. Mr. Sam Lahis, Project Director, Smaitholder Support Services Pilot Project
23. Mr. George Mosusu, Director,, Monitering and Evaluation

24 Mr. Siva Supiramaniam, A/Director, Science and Technology
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25. Mr. Anton Benjamin, Director, Food Security, DAL

26. Mr. Fred Dorti, Director, PISS, Ireland Region

27. Mr. Steven Mesa, Director, PISS, Momase Region

28. Mr. Vele Kagena, Director, PISS, Southern Region

29. Mr. lan Mopafi, Director, Highlands Region

30.  Mr. SamRangai, Director, NEC

31. Ms. Jackie Tupia, Liaison Officer, NEC

32. Mr. Soldier Buruka, Public Relations Officer

33. Mrs Eare Maiauka, Secretary, FAS Policy Planning & Co-ordination
34,  MrsPukari Lora, Secretary, FAS Corporate Services

FOOD SECURITY DIVISION

35. Ms Boio Toua, Executive Officer, Headquarters
36. Mr. Joachim Pitala, Food Security, Erap

37. Dr. Chris Dekuku, Food Security, Erap

38. Mr. James Duks, Food Security, Erap

AGRICULTURE EDUCATION AND TRAINING DIVISION
39, Mr. Joachim Solien, Chief Training Officer
POLICY AND PLANNING DIVISION

40. Mrs Margaret Vatnabar, Chief Policy Advisor

41 Mrs Cecilia Kagena, Gender Development Co-ordinator
42. Mr. BenMindiria,

43. Mr. lan Mesibere, SACS Co-ordinator

PROVINCIAL INDUSTRY SUPPORT SERVICES

44, Mr. Masain Moat, Northern Region

45.  Mr. Philip Senat, Northern Region

46, Mr. Sakai Keposing, Northern Region

47.  Mr. Solopi Sensik, Northern Region

48. Mr. Nelson Bomo, Northern Region

43 ir. Francis Daink, Regional

50. Mr. Miri Areori, Regional

PROVIHCIAL DAL

51. Mr. Simon Pondritei, Advisor, Manus Province ™~~~
52. Mr. Bire Bino, Advisor, Eastern Highlands Province
63. Mr. Nephion Terapi, Eastern Highlands Province
54. Mr. Bubia Muhuju, Eastern Highlands Province
55. Mr. Henry Besu, Morobe Province
56. Mr. Beka Siki, Morobe Province
57. Mrs Margaret Titus, Morobe Province
58. Mrs S. Siki, Morobe Province
59.  Mr.PaschalFeria, Advisor, Madang Province
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NON - DAL PARTICIPANTS
GOVERNMENT DEPARTMENTS
DEPARTMENT OF ENVIRONMENT & CONSERVATION
60. Mr. Brivin Taul
DEPARTMENT OF PLANNING AND MONITORING
61. Mrs Maryanna Ellingson
PNG UNIVERSITIES

62. Prof. Ray Kumar, Biology Department, Univ. of Papua New Guinea, N.C.D
63. Prof. Mohammed Waghi, PNG University of Technology, Lae.

NATIONAL RESEARCH INSTITUTE
64, Dr. Beno Boeha, Director

NATIONAL AGRICULTURE QUARANTINE INSPECTION AUTHORITY
65. Mr. Daniel Takendu, Chairmart.

68. Mr. Steven Rambe
67. Dr. David Pexton

NATIONAL AGRICULTURE RESEARCH INSTITUTE
33. SirAlkan Tololg, Chairman.
69. Mr Valentine Mambori

70, Dr. RO Ghodake

WDLUSTRY REPRESENTATIVES

71 Mr. Wayne Golding. Presidant, Manufacturers Council.
72 Mr. Gonny Bubar, President Catlteman Association.
73 Mr. Tony Power, Sago Specialist

74 M. Uron Salum, CCEA.

PNG COPRA MARKETING BOARD
76, fvls Matitda Pilakapio, Deputy Chairperson
77. Mr. Ted Sitapal, Technical Advisor, CME
78. vir. Robinson Namaliu, Chairman, CMB
OlL PALM INDUSTRY CORPORATION

79. Mr. Yawal Mazewin, Chairman, OPIC
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80.  Mr. FelixBakani, Managing Director, OPIC
COCOABOARD

81. Mr. Sam Tulo, Chairman, Cocoa Board.

82. Mr. Ereman Ragi, Chief Executive, Cocoa Board.

COCOA & COCONUT RESEARCH INSTITUTE

83.
84.

SPICE INDUSTRY

85.

RUBBER INDUSTRY

86.

COFFEE INDUSTRY CORPORATION

87.

FRESH PRODUCE INDUSTRIES

88.
89.

LIVESTOCK DEVELOPMENT CORPORATION

90.

DEPARTMENT OF MOROBE

91.
92

PROVINCIAL ECONOMIC SERVICES

Mr. Lesiie Salum, Chairman, CCRI
Mr. James Kaiuio, Director, CCRI

Mr. Michael Waisime, Spice Industry Board
Mr.C K. Rahman, Galley Reach Holdings
Mr. Badira, Vari, Chief Executive, CIC, Goroka

Mr. Bob Hargreaves, Chairman, FPDC
Mr. George Gorogo, Managing Director, FPDC

Mr. Bill Lawrence. Chairman

Mr. Tafamo Mionzing, Lord Mayor, Lae city
ir. Ainea Sengero, Administrator, Mcorobe Provirice

o4, Hon. Konilguan, MPA, Chairman, ES, Morobe Province

85,  Mr.Gioving Bilong, Advisor, Morobe Province

96. Hon. Leo Deon, MPA, Chairman, ES, East New Britain Province

97. Hon. Ismael Tramba, MPA, Chairman, ES, East Sepik Province

98. Hon. Francis Posanau, MPA, Chairman, ES, Manus Province

99. Hon. Alphonse Mape, MPA, Chairman, ES, West New Britain Province

100. Hon.MaloKinaifa, MPA, Chairman, ES, Eastern Highlands Province

101.  Hon. Danny Kunda, MPA, Chairman, ES, Simbu, Province ;

102. Hon. Anton Pip, MPA, Chairman, ES, Western Highlands Province |
Papua New Guinea Journal of Agriculture, Forestry and Fisheries 2000, Vol. 43 No. 1 pp 157- 161 J



161

103.  Hon.Naikonipe, MPA, Chairman, ES, Southern Highlands Province
104. Hon. George Midiboda, MPA, Chairman, ES, Milne Bay Province

! 105. Hon. Lario Lawe, MPA, Chairman, ES, Central Province

i 106. Hon. Michael Gaume, MPA, Chairman, ES, Oro Province
107. Hon.Bogacbo Gageya, MPA, Chairman, ES, Western Province
108. Hon. Edie Avosa, MPA, Chairman, ES, Gulf Province
109. Hon. PeterBais. MPA, Chairman, ES, Madang Province

OTHERS

RURAL AGRICULTURE BANK

110.  Mr. Richard Maru
111.  Mr. Caspar Antari

NATICNAL WOMEN's COUNCIL
112. Mrs Susan Setae, President.
POLICE FORCE

113, Mr. Alfred Rieu, Assistant Police Commissicner - Northern Command
114, Mr. Awan Sete, Metropolitan Commissioner (Members of Police Force)

DEFENCE FORCE

115, Lt Col. J. Fabila, C.O. igam Barracks, Lag, Morobe Provnce
116, Meambers of PNGDF, Guard of Honor, igam Barracks. Lae.
Morobe Province
SCHOOL REPRESENTATIVE
117, Representatives of Huenville Community Schoa! - Flag Raising
BAND REPRESENTATIVE
118 Sipaia Brass Band, (Mational Anthem}, Morobe Province

RELIGIOUS REPRESENTATIVE -~

118, Rev. Dr. Wesley Kigasung, Bishop. £.L.C.

INTERNATIONAL ORGANIZATIONS
AUSTRALIAN INTERNATIONAL DEVELOPMENT ASSISTANCE BUREAU

120.  Mr. Bernard Maladina, AUSAID (ACIAR)
121.  MsMaryanne McDonald
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INSTRUCTIONS FORCONTRIBUTORS

Papers must usually contribute to the advance-
mentofknowledge inthe discipline(s) concemed
but shortpapers discussing techniques or pub-
lished resuits, notes, bibliographies, book re-
views and invited reviews of current knowledge
in selected areas of interest to the journal would
also be considered for publication. Articles of-
fered for publication elsewhere or published pre-
viously will not be considered. Allmaterial sub-
mitted for publication will be refereed, reviewed
and edited io meet the standards of the journal.

Copyright formaterial transfersto the Journalon
publication. For permission to reproduce mate-
rial fromthe Journal apply to the Editor-in-Chief.

1. Presentation - Papers should be double-
spaced throughout with wide margins on both
sides. Thefirstline ofeach paragraph should be
indentedthree spaces. Ad size papershould be
used. Sendthetop copy plus two photocopiesto
the editor of the journal. Captions to plates and
figures must be typed on a separate sheets. All
pages of typing including references, appendi-
ces, captions and tables should be numbered
consecutively at the top right.

2. Title - The title should be as brief as possibie
but shouid ciearly indicate the content. Itis not
necessaryto startthelingwith"A...or"The ... or
othier non-significant words.

3 Auiho;’snamh Firslnamesorin;tialfcanbe

how&ver authors are s trongly advis mdto use the
same styie for their nams in ali publications to

more different authors. The address of each
author at the place where the work was done is
giveninafootnote. Ifthere has beenachange of
address. the present address is also given for
the first author.

4. Abstract - Aninformative abstract suitable for
use by abstracting publications and services
should precede the introductory paragraph.

Because it is not part of the paper, an abstract
should be intelligible on its own and should sum-
marise the contents and conclusions of the
paper. Itshould be written as simply as possible

to assist people who are not specialists. it -

should notinclude unfamiliar terms, acronyms,
trade names, abbreviations of symbols without
explanantion. The abstract should not exceed
2% of the total extent of the contribution; maxi-
mum 300 words.

5. Keywords - A shortlist of key words should
be provided for rapid scanning of the contents of
the paper and use by abstracting agencies/
joumnals.

6. Headings - In experimental papers the gen-
eral order ofheadingsis: Abstract, Introduction,
Materials and Methods, Results, Discussion,
Acknowledgements, References, Appendix. In
descriptive, or other types of papers, as far as
possible a simitar format should be followed.. No
headings should be underlined.

7. Text- Papers should be concise. Extensive
infroductions referring to the work of earlier au-

thors should be avoided. Lengthy discussions .

and detailed descriptions should be reduced by
the use oftables and diagrams. The text shouid
notrepeatin detait whatis apparent from a table
ordiagram.

1\6'\“8:: of coumries or orca*nisat’o*‘rs may be

qualifying a umt of measurement. If a number
over 10 and anumber under 11 appear in the
same sentence, both are written as numerals.
Do not begin a sentence with a numeral. Fac-
tions should be given asdecimals or speltout. Al
decimal numbers less than unity should have a
zero before the decimal marker, e.g. 0.25. All
units should be in the S.1. system.
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All scientific names of animals and plants must
be undertined to indicate that they should be set
initalic type. The authority should be cited in full
on the first occasion a scientific name is used.
Where the same name is used repeatedly, the
genus may be abbreviated to a capital letter after
thefirstcitation. Forexample, use Homo sapiens
Linnaeus on the first occasion and H. sapiens
thereafter.

Common or local names may be used but the
scientific name should be guoted on the first
occasion. An agricultural chemical must be
referredto by its genericor common name when
itis first quoted.

8. Tables - Numerical results should be dis-
played as means with relevant standard errors
. rather than as detailed data. Standard errors
should be given to one place of decimals more
than the means to which they refer and the
number of degrees of freedom shold also be
quoted. Tabies should be complete in them-
selves so that they can be understood without
reference to accompanying text. Each table
should have abriefand selfexplanatory titie. The

graphic formts not permitted.

9. Figures and photographs - Line drawings
shoutd be drawn in black water-proof ink on
smooth tough papar. Labeiling should be clear
and always producad with stencils using black
water-proof ink and should be legible when re-
dguced. No alterations oradditions toartwork can
be yade by the edilors. Figures should be no
larger thanan A3 page, andno smaierthanfinal
published size. Photographs should be glossy
prints of good quality and must make z definite

top offigures and phologrephs onthe back, Als
ndicate clearly onthe back: the plate number of
gachfigure and photograph, the author's name,
andthe fitie of the paper. Donotwrite ontihe back
of photographs: use an adhesive label with the
data previously writtenon it. Artwork should be
of appropriate proportions for the final page di-
mensions.

Valley. pp. 215-220. /.

11. References - These shouid be cited in the
text by the author's name and date as follows:

"Moran and Brown (1956) showed" or "Various
works" (Miller and Smith 1956; Adams et al.
1960; Wilson 1978, 1979a;) found ...." The term
ef al. should be used when there are more than
twoauthors. Thelettersa,b,c, shouldbeusedto
distinguish several papers by the same authorin
oneyear.

Alireferencesinthebibliography shouldbe given
infultand in alphabetical order. Forajoumalthe
reference should include surname and initials of
all authors, (year), title of paper, full title of the
journal, volume, (part) and full page numbers.
Forabook the reference should include authors
surname and initials, {year), title of chapter and
page numbers if appropriate, full title of book,
publisher and city and total page number. Con-
ference proceedings should include the year and
pltace ofthe conference. The title of the journal or
book is underlined to be printedinitalics. Exam-
ples:

BOWET, C.M. and SMITH, L..N. {1950}. Meas-

- urement of phosphorus. Methods of Soif Analy-

sis. Ed. C.A Lack. Department of Primary
Industry, Pert Moresty. 400 pp.

SANDERS, AL (1940) Piant responses to
molybdenum. Papus New Guinea Agricultiral
Journal 48{4): 981-098,

TROBEN, MM (1973). Gensgticfine structurein
Drosophifa. Department of FPrimary industry
Research BulielinNo. 102, pp. 198-197.

VANCE, P.N. (1976). Maize in the Markham

Guinss Food Creps Cenference Proceedings.
. Witsonand R.M. Bourke (Eds.). Department
of Primary industry, Port Moresby.

Internal reports, communications and mamo-
randa are not valid references. The criteria for
valid pubiicaticns (inthe scientificworld) are that
publications are distributed widely among those
interested inthe subjectand are available to the
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