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1.0 Executive Summary 
The challenge for policy makers and agriculture sector stakeholders is to achieve greater food 
security by encouraging the large proportion of semi-subsistence farmers to move into 
commercial production through sustained access to competitive markets. Improvement of 
domestic market infrastructure, local value-added processing, and development of regional 
markets for a diversity of Pacific commodities would build on and support the desirable aspects 
of traditional farming systems.   Another key challenge for the majority of Pacific Island Country 
(PIC) smallholder farmers and small and medium enterprises is being able to sustainably finance 
their operations. Limited access to finance is an impediment to improving production, processing 
and market efficiency and increasing earnings.   
 
There is clear evidence that policy makers recognize the potential that the sector offers as a 
development vehicle, and as a tool to be utilized to reduce poverty. However major challenges 
and constraints exist which hinder the overall development of the sector. These have been clearly 
identified with solutions developed but uptake and implementation have been slow and 
nonexistent in some cases. The limited - and in some cases – the lack of finance as well as access 
to finance and investment has been largely driven by perceived risks and perhaps the lack of 
political will to invest in the sector. 
  
Innovations in the delivery of finance have evolved around value chain financing and the 
mechanics of delivering that finance to the value chain stakeholders involved at a particular stage 
in the chain. Given the challenges faced by banks and financiers (supply side) and based on their 
underwriting rules, it becomes apparent why it is difficult for them to assist. Demands from 
regulators and supervisors actually make it difficult to wander far or at all from their prescribed 
risk parameters. Development financing on the other hand has always required a totally different 
approach, starting from its enabling acts, the way it is capitalized, to its prescribed risk 
assessments.  
 
None of the PICs have specific legislation or laws governing the provision of agriculture finance, 
except for those laws that reside in the enabling acts for the various development financing 
institutions (DFIs). All the PICs involved in this study have at some stage in their development, 
established their own DFI that are policy instruments to foster government’s economic and social 
development policies (in some cases).  All their charters of establishment include a function to 
provide financing for the economic development of the country, some mention the agriculture 
sector directly and provide wide ranging powers on what it can do in support of this requirement. 
Initially donors and multilateral development banks supported these organizations but abandoned 
them when these DFIs failed to perform up to expectations. Perhaps it is time to review this 
position and work on the existing DFIs in the PICs, review existing performance and assist them 
with direct future funding towards agriculture (if not a focus area yet) and value chain (VC) 
financing as the core approach to assisting farmers. DFIs need to understand that they may need 
to be involved with all the participants in the value chain in order to make a success of lending to 
the VC participants.  
The review carried out in this study on agriculture value chain financing drew these broad 
conclusions that should be part of any value chain financing considerations in the Pacific: 
 
1.  The importance of groups or clusters. Forming groups or clusters of like-minded small-

scale producers/ SMEs will provide a platform for serious negotiations about the prices 
they pay for services, input supplies and also for what they receive from buyers.  
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2.  Productivity gains. Strategies for accessing new or improved technologies, knowledge 
and services and improving product quality and process efficiencies including reducing 
transportation costs and postharvest losses require VC financing for improving the returns 
to farmers and other VC actors. 

3.  Public-private financing: Government and donor support as well as private sector 
financing are vital for the success of any agricultural project.  

 
Obtaining funds to support the agriculture sector in each country has always been challenging. 
Developments in the PICs have been made possible with donor and multi-lateral bank support. 
Just as donor and multilateral development banks support has led to the recognition and support 
for value chain financing, attention should be given or directed to how internally generated funds 
by international and local businesses could be harnessed to provide support for this very vital 
sector to PICs. Discussions should be held on seriously looking at international food imports and 
imposing a fee (percentage to be determined for each country) to be directed towards financing 
some of the PICs Agriculture Sector Policies – especially those aimed at increasing production 
and value addition. Discussions should also be held with the monetary authorities to consider 
legislating into law that all banks and insurance companies invest at least, say, 5% of their 
statutory reserve deposits or investments in the agriculture sector directly or through a DFI that is 
involved in lending to the rural and agricultural sector including agro-based SMEs. During 
discussions on these suggestions, commercial banks should also be ‘encouraged’ to lend at least 
50% (or a percentage to be determined) of the savings mobilized back to the specific area where 
these savings were mobilized. 
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2.0 Background 
Pacific Island Countries (PICs) are characterized by their smallness both in land mass and 
population, geographic isolation from their major export markets, small economies (see Table 1), 
utility costs that are dependent heavily on imported fuels, limited infrastructure, vulnerability to the 
effects of global weather patterns and climate change risks.  Situated within the cyclone belt and 
Pacific Ring of Fire, natural hazards such as earthquakes, tsunamis cyclones and droughts are 
frequent and make Pacific Island countries, which make up over a third of small island developing 
states (SIDS), some of the most vulnerable nations in the world. Around 41 tropical cyclones 
occur each year across the region as well as numerous earthquakes and floods. Tonga and 
Vanuatu are listed as the world’s most “at risk” countries from disasters in the World Risk Index. 
Every year Vanuatu is expected to incur, on average, $48 million (equivalent to 6.6% of GDP) in 
losses due to earthquakes and tropical cyclones and for Tonga, the annual average loss is 4.4% 
of the GDP.1 
 
The smallness of the Pacific Islands especially the PIC-7 (Fiji, Kiribati, Marshall Islands, Samoa, 
Solomon Islands, Tonga and Vanuatu) is emphasized in the World Bank rankings of certain 
indicators; % population, % GDP, % land mass, % exports and imports. Six of the seven PICs 
which are the focus of this study rank towards the lower end (180-196) of the 200 countries 
accessed except for Fiji and Solomon Islands which rank between 160 to 170 (Table 1). The 
physical features of these islands present both challenges and opportunities, especially in the 
rural and agricultural sector.     
 
Table 1: PIC 7 World Rankings in % of population, GDP, land mass, exports and imports 

 
 
Agriculture is a major source of livelihood2 for the Pacific region where the ratio of rural dwellers 
can reach up to 80% (Solomon Islands and Samoa) and 77% and 75%3 for Tonga and Vanuatu 
respectively. However, agricultural productivity across the region has stagnated or declined over 
the past 40 years, even though up to 80% of the populations depend directly or indirectly on the 
sector as their major source of livelihood, and for food and social security4. A major threat faced 
by Pacific islands is their growing dependence on imported food, as a result of the limited capacity 
of their smallholder agriculture sector to supply and satisfy the needs of the domestic market. 
 

                                                
1 http://blogs.worldbank.org/eastasiapacific/picture-not-perfect-look-behind-scenes-small-island-
developing-states 
2 For example, agriculture sector contribution to GDP for Fiji -10.4%, Kiribati -26%, Solomon Islands 16%. 
Source: pafpnet.spc.int/policy-bank/countries 
3 http://www.spc.int/nmdi/gender 
4 http://pafpnet.spc.int/about-papp/who-we-are/what-we-do 

Fiji 162 146 135 18,274 153 145 134

Kiribati 182 180 171 717 175 170 164

Samoa 190 171 178 181 190 174 171

Solomon Islands 169 167 182 2,860 168 175 172

Tonga 194 176 183 28,450 142 176 175

Vanuatu 196 173 185 748 174 177 176

Source: www.the globaleconomy.com/ world bank. 

*https://simple.wikipedia.org/wiki/List_of_countries_by_area. Variations will be encountered depending on source.

GDP In Billions of 

US$ (2016)

Land Mass in 

Km
2*

Land Mass in 

World 

Ranking*

PIC 7 World Rankings  - in 

Certain Indicators

% of World 
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% of World 

GDP (2015)

% of World 

Exports 2014

% of World 

Imports 2014
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Table 2: Rural Population and Agriculture Contribution to GDP 

 
 
The challenge for policy makers and agriculture sector stakeholders is to achieve greater food 
security by encouraging the large proportion of semi-subsistence farmers to move into 
commercial production through sustained access to competitive markets. Improvement of 
domestic market infrastructure, local value-added processing, and development of regional 
markets for a diversity of Pacific crops would build on and support the desirable aspects of 

traditional farming systems.5  Another key challenge for the majority of PIC smallholder farmers 
is access to finance. Limited access to finance is an impediment to improving the efficiency of 

smallholder production farming systems through the adoption of improved technologies.6  
 
The World Bank has highlighted that banking sectors in developing countries tend to lend a much 
smaller share of their loan portfolios to agriculture compared to agriculture’s share of GDP (World 
Bank, 2013).  This demonstrates that the barrier to lending is not due to a lack of liquidity in the 
banking sectors, but rather a lack of willingness to expand lending to agriculture. And when there 
is financing available, much of the funding for agriculture tends to be informal and short-term, and 
usually excludes longer-term investments. The informal funding only partially covers the financial 
needs of farmers and small agribusinesses, and usually at a high cost.    
 
Agricultural finance and investment funds can play a critical role in fostering the development of 
the agricultural sector and SME growth in the PICs, to contribute to job and wealth creation and 
broader socio-economic and sustainable development goals. Whilst agricultural financing and 
investments has been limited, there is an increasing call to action to invest and direct more 
attention to the agriculture sector.  The Sustainable Development Goal (SDG) #2 specifically calls 
to “end hunger, achieve food security and improved nutrition, and promote sustainable 
agriculture.” Furthermore, one cannot overlook or ignore the policy, legal and regulatory 
framework and particularly those pertaining to doing business as these can impact on investments 
in the sector. Presently the ease of doing business in the Project target countries are as follows; 
Vanuatu (83), Tonga (85), Samoa (89), Fiji (97), Solomon Islands (104), Republic of the Marshall 
Islands (143) and Kiribati (152) (World Bank, 2017). 
 
This study on ‘Documenting Legislation and Access to Finance and Agri-Value Chain Risk 
Management’ has been commissioned by the Technical Centre for Agricultural and Rural 

                                                
5 ibid 
6http://www.ifc.org/wps/wcm/connect/Industry_EXT_Content/IFC_External_Corporate_Site/Industries

/Financial+Markets/Retail+Finance/Agriculture 

 

Rural Population and Agriculture Contribution to GDP

Year of 

Census

Total 

Population
1

 Population 

Rural
 
%

1

Population 

Annual % 

Growth Rate
1

Agriculture 

Contribution 

to GDP
2

GDP Per 

Capita
3         

US $*

GDP Per 

Capita 

Ranking
3

# in Rural Area

Fiji 2017 884,887      44.1 0.6 10.4 9,400          139 390,235             

Kiribati 2010 103,058      51.3 2.2 26 1,900          210 52,869               

Marshall Islands 2011 53,158        26.2 4.6 4 3,400          189 13,927               

Samoa 2011 187,820      51.9 0.4 6.5 5,700          168 97,479               

Solomon Islands 2009 515,870      80.2 2.3 16 2,100          207 413,728             

Tonga 2011 103,252      76.5 0.2 19.2 5,600          169 78,988               

Vanuatu 2009 234,023      75.6 2.3 15 2,800          195 176,921             

*2017 Estimates

1 Sources: Bureau of Statistics from each PIC 

2 Pacific Agriculture Policy Project: pafnet.spc.int/policy-bank/

3 CIA Factbook and Other Sources: https://theodora.com/wfbcurrent/
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Cooperation (CTA) within the framework of the CTA and International Fund for Agricultural 
Development (IFAD) co-funded project “Promoting Nutritious Food Systems in the Pacific” which 
is being implemented in partnership with the Pacific Islands Private Sector Organization (PIPSO). 
The objective is to determine what financing and investment interventions to lobby for and what 
policy and regulatory frameworks to promote to Pacific governments, banks and investors 
(including donors) that can extend the range of financing options available and accessible to 
Pacific farmers and agribusinesses in support of private sector development, job creation and 
improvements in food security, nutrition and health. 
 
This study is in line with a global call to bring the more than 2.5 billion people who are excluded 
from the formal financial system with emphasis on increasing the participation of small producers, 
micro-enterprises and SMEs in the formal system. There are also calls for new financial 
technologies and innovations and while many have been piloted (including information technology 
driven models), the challenge remains in understanding the key drivers and the context and in 
going to scale. Policy makers, bankers and private investors will not support initiatives unless 
there is convincing evidence. Although the study has wide implications for the Pacific Island 
States, the focus is on the CTA-IFAD-PIPSO project target countries; Fiji, Kiribati, Marshall 
Islands, Samoa, Solomon Islands, Tonga and Vanuatu”.  
 
The challenges that the delivery of development finance to the rural areas face are well 
documented.7  It is a subject that development agencies, donors and multilateral development 
banks grapple with constantly as they try to deliver their developmental mandates. Developing a 
universal solution is of course not possible but developing a model solution that could be adapted 
from country to country is a possibility that needs to be considered given that the challenges in 
the delivery of agrifinance are fairly consistent. The challenges that financial institutions in Pacific 
Island States also face include: 
 

 The high transaction costs of reaching remote and rural populations and/or communities; 

 Higher perceptions of non-repayment due to sector-specific risks, such as production, 
price and market risks; and  

 Limited knowledge (by financial institutions) on how to manage transaction costs, 
agriculture-specific risks, the demands of the smallholder farmers and SMEs and how to 
market financial services to agricultural clients/agribusinesses. 

 
Agriculture is the common thread which holds the 17 SDGs together recognizing that investing in 
the agricultural sector can address not only hunger and malnutrition but also other challenges 
including poverty and unemployment; water and energy use; climate change; and unsustainable 
production and consumption. 

3.0 Objectives 
The objective of the study is; “to determine what financing and investment interventions to lobby 

for and what policy and regulatory frameworks to promote to Pacific governments, banks and 

investors (including donors) that can extend the range of financing options available and 

                                                
7 Gashayie Aderaw &Dr Manjit Singh, in their paper Agricultural Finance Constraints and Innovative Models 
Experience for Ethiopia: Empirical Evidence from Developing Countries, reviewed 5 different studies on 
constraints on the delivery of agricultural finance. Also, publications by Global Partnership for Financial 
Inclusion and IFC: Innovative Agricultural SME Finance Models, etc; GIZ, Agricultural Finance – Trends, 
Issues and Challenges 
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accessible to Pacific farmers and agribusinesses in support of private sector development, job 

creation and improvements in food security, nutrition and health”. The specific tasks are to:  

1. Undertake a stock take exercise/assessment of existing policy and regulatory framework (i.e. 
legislations) and associated platforms pertaining to access to finance for agribusiness in the 
7 Pacific island countries (Fiji, Kiribati, Marshall Islands, Samoa, Solomon Islands, Tonga, and 
Vanuatu);  

2. Conduct an assessment of the risks to value chain development in the 7 Pacific island 
countries (Fiji, Kiribati, Marshall Islands, Samoa, Solomon Islands, Tonga, and Vanuatu), and 
develop a Risk Management Framework for Value Chains;  

3. Identify and assess the constraints, and potential/opportunities for farmers/small holder farms, 
farmers’ groups, community agribusinesses, and agribusinesses/agro-producers to access 
existing financing mechanisms and sources as well as take advantage of new and emerging 
innovations; and  

4. Document as case studies, three best/good practices and/or examples of agri-financing 
models that could be replicated and/or piloted in the region. 

 

3.1 Methodology/ Approach  
This study has been predominantly undertaken as a desktop review of existing publications and 

discussions with various stakeholders – farmers’ representatives, financial institutions etc. Refer 

to Appendix 1 for list of people contacted and sources used to obtained information. Extensive 

use was made of available web-based information and grey literature.  

The review of various financial institutions’ underwriting criteria were obtained from their 

respective websites. Whilst face to face interviews with banking personnel is important and was 

held for verification, accessing information from these websites is important as with the current 

advancement in internet and mobile phone usage, this could be the first point of contact for the 

interested farmer or small and medium sized enterprise in the rural area. It was therefore 

important to see what was available on the internet and the ease with which one could obtain the 

required information from the sites. The alternative is to travel to the local branch of the institution 

to access information.  

 

4.0  Overview of Government regulatory framework in support of 

agriculture finance in the 7 Pacific Island Countries 

 

4.1 Introduction 
Despite their similar characteristics, there are also major differences amongst the PICs in terms 

of their development and their ability to meet the internal challenges they face and external 

economic shocks that invariably come their way. The Forum Economic Ministers Meeting in 

Tarawa in 2012 noted that the diversity of economic structures and imbalances among PICs was 

considerable and that whilst some economies were more globally integrated than others, some 

had high import dependency and limited supplies of foreign sourced income (remittances, exports 

and tourism receipts). There were variations in natural resource endowments and economic and 

export bases. Macroeconomic imbalances were considerable in some countries, and so, it was 

crucial, to avoid generalizations about the impact of external economic shocks across the PICs 
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and proposed policies to counter them.8 Whilst the PICs issues are similar each solution must be 

developed to meet the specific needs of the particular island state. The Ministers noted that there 

was great dependency on fuel and food imports, therefore greater diversification in energy 

supplies, and greater self-sufficiency in agriculture production, could assist to reduce the adverse 

effects on domestic inflation and living standards. 

Agriculture can be an important engine of economic growth. Approximately three-quarters of the 

world’s agricultural value added is generated in developing countries, and in many of these, the 

agriculture sector contributes as much as 30 percent to GDP. Agriculture can also provide an 

important haven against global economic and financial turmoil, often more effectively than other 

sectors.9  

Studies have shown that the sector faces many challenges and the lack of investment in 

agriculture is evident in many countries ‘Notably, infrastructure is missing or weak in rural areas, 

agricultural productivity is stagnant, and lack of opportunities for income diversification combines 

with poorly functioning markets to undermine economic growth. There is often a gender divide. 

Although women make significant contributions to the rural economy, they often have less access 

to productive resources than men, and families often rely on children’s work for survival’.10 

Economies in the Pacific are still very much rural based and suffer from the same general 

descriptions articulated above. In the 7 PICs 1.224 million or 59% of the people live in the rural 

areas.11 Except for the Marshall Islands, whose rural population is only 26.2%, the rest of the 

PICs range from 44.1% for Fiji to 80.2% for the Solomon Islands (Table 2). Agriculture’s 

contribution to GDP ranges from 4% for the Marshall Islands to 19.2% for Tonga to a high of 26% 

for Kiribati. The majority are farmers and earn their livelihood from the primary sectors.  

The lack of investment in the primary sectors has been largely driven by the perceived risks and 

perhaps the lack of political will to invest in the sector. PIC governments have formulated national 

development plans that have included agriculture strategies but these were often diluted due to 

lack of resources for implementation or the diversion of funds due to other pressing national 

needs. The lack of or the inability of existing financial institutions to finance development projects 

led to the establishment of development banks by various PICs which were to be used as policy 

instruments facilitating governments strategic objectives. Supporting the agricultural sector, 

agricultural enterprises were often a legislated function of these institutions.  

 

4.2  Analysis of Various Policies & Regulations in Support of Agriculture Finance  

4.2.1  Regulatory Framework in Support of Agrifinance in the 7 PICs 
There appears to be no specific regulation or law governing the provision of agricultural finance 

in any of the PICs, except for those laws that reside in the enabling acts for the various DFIs. All 

the PICs involved in this study have at some stage in their development established their own DFI 

that are policy instruments to foster government’s economic and social development policies (in 

some cases).  All their charters of establishment include a function to provide financing for the 

                                                
8 PIFS, Forum Economic Ministers Meeting, Out of Session Paper, Tarawa, Kiribati, 3-4 July 2012. 
9 http://www.fao.org/docrep/018/i3107e/i310e01.pdf 
10 ibid 
11 See Table 1. Total population for the 7 PICs is million 2.082 million of which 1.224 million live in the rural areas. This equates to 
59% of the total population. 
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economic development of the country, some mention the agriculture sector directly and provide 

wide ranging powers on what it can do in support of this requirement. 

In the absence of any specific regulatory framework for agrifinance in the PICs and given that 

DFIs were established, and given that agriculture provides the sector that can most affect the 

lives of the citizens of the PICs it is presumed that the various enabling acts for the establishment 

of development banks provides a quasi-framework for agrifinance in the PICs.  

The establishment of DFIs received a major thrust in the early 1970s with support by bilateral 

donors who provided initial equity capital and low cost funds for on lending. These institutions, 

World Bank (WB), Asian Development Bank (ADB), European Investment Bank (EIB), and others, 

not only provided funds, but also provided considerable support for capacity building, various 

Technical Assistance programs and especially training, on lending, project analysis, loan 

administration and middle management programs that included governance and leadership 

issues. The expectations were that the DFIs would provide long term funding for development 

projects in priority areas, especially the rural areas where commercial banks were reluctant to 

enter because of the perceived risks.  The DFI’s did lend to the priority areas, however, ‘lending 

policies and project selection were determined by boards made up of government appointees and 

officials who paid little regard to ‘risk’ considerations resulting in several DFIs facing financial 

distress by the mid-1980s, with high arrears ratios, poor cost benefit analysis, mismanagement, 

inability to price loans with risk criteria and inability to collect or enforce loan repayments. ADB 

and World Bank have ceased funding DFIs lending operations though the EIB continue to provide 

credit lines to DFIs’. 12 

 

A brief examination of the functions of the various development banks in the PICs follows. 

 
Functions of Development Financing Institutions in the Pacific  
 
Fiji: The Fiji Development Bank Act (Cap 258) was established in 1967 when it took over the 

assets and liabilities of the then Agriculture and Industrial Loans Board. The functions of the Bank 

were to ‘facilitate and stimulate the promotion and development of natural resources, 

transportation and other industries and enterprises in Fiji, and in the discharge of these functions, 

the Bank shall give special consideration and priority to the economic development of rural and 

agricultural sectors of the economy of Fiji’’.13  

The Fiji Developments Bank’s (FDB) role to pay particular attention to the agriculture sector is 

clearly articulated. 

The Act not only provides for the establishment of the DFI, but actually legislates that the Bank 

will lend to farmers, how it will lend, terms and conditions and also prescribes the development of 

a ‘Notification Charge’ that enables the FDB to create a charge over the advances to farmers. No 

other financial institution in Fiji uses this instrument as a means of securing its loan. It was a 

‘security’ instrument specifically developed for the Bank to enable it deliver on its mandate – to 

lend to the agriculture sector. The FDB Act also allowed for the Bank to be able to provide loans 

                                                
12 Financial Sector Development in the Pacific Developing Member Countries, Regional Report Volume 1, p.44 
13 Fiji Development Bank Act Cap 258. 
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to farmers without any security – meaning that provided the ability to repay existed then the Bank 

should be able to provide financial assistance if it so wished. 

Kiribati: The Development Bank of Kiribati (DBK) Act 1986 established the Bank and at the 

same time enabled the dissolution of the National Loans Board and the transfer of its assets and 

liabilities to the Bank. The stated functions of the Bank are: (a) to provide finance by making loans 

to any person for (i) for purposes of primary production; or (ii) for the establishment, development 

or acquisition (in whole or in part) of industrial or commercial undertaking; and (b) to provide 

advice and assistance with a view to promoting the efficient organization and conduct of primary 

production or of industrial or commercial undertakings.14 

Based on the foregoing there is a clear role for the Bank to provide finance for ‘primary production’ 

or to the agriculture and fisheries sector. 

  
Republic of Marshall Islands: The Marshall Islands Development Bank (MIDB) Act of 1998 

allowed for the merger of the then Marshall Islands Housing Authority and the Marshall Islands 

National Development Bank. The functions of the MIDB are to (1) promote the development and 

expansion of the economy of the Marshall Islands in order to improve the standard of living of the 

people by adopting strategies that will develop and mobilize the human, natural, capital, technical 

entrepreneurial and other resources of the country. The Bank’s activities are designed to 

strengthen the nation’s economic base, increase employment and production, improve standards 

of housing, promote exports, and reduce the country’s dependence on imports and foreign aid, 

and, (2) in carrying out its functions the Bank shall have due regard for the general economic 

policies and plans of the Government of the Marshall Islands and to the general objectives of the 

Investment Development Fund. 

MIDB’s role in agriculture finance is stipulated under ‘Powers of the Bank’ where it states that the 

Bank is empowered amongst other things to provide financial assistance to “enterprises” 

operating in the Marshall Islands by extending loans, providing guarantees etc., or investing in 

the enterprise itself. The Act also allows the MIDB to provide a series of non-financial assistance 

that would assist an “enterprise”. The term “enterprise” is defined as ‘any person, group of persons 

or body (whether incorporated or unincorporated) that engages or proposes to engage in any 

economic activity, including any activity in agriculture, fisheries, manufacturing and industry, 

construction, tourism and commerce, transportation, and other services.15 

There is no direct reference to the MIDB’s role in agriculture finance articulated in the functions 

of the Bank. Given its definition as an enterprise the MIDB’s functions and role in agriculture 

finance is watered down. Finance for agriculture is just one of the many economic sectors the 

Bank can lend too - there is no special case for agrifinance to be given the attention it needs. 

 

Samoa: The Development Bank of Samoa (DBS) Act 2010, The Act (of 1974 and revised 

several times) prescribes three (3) functions for the Bank: (1) to promote the expansion of the 

economy of Samoa for the economic and social advancement of the people of Samoa by: (a) 

making loans and giving financial, technical, and advisory assistance to an enterprise in Samoa, 

                                                
14 Development Bank Act of Kiribati 1986. 
15 Marshall Islands Development Bank Act, 1988 
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in accordance with the procedures approved by the Board; (b) providing commercial, financial, 

banking and insurance services as approved by the Board; (c) undertaking or participating in 

infrastructure, residential and commercial developments as approved by the Board; and (d) 

entering into partnerships by way of joint venture, agency relationships or any other means 

approved, by the Board to perform the Bank’s functions; (2) to provide financial, banking and 

insurance services in accordance with the regulatory requirements applying to such services 

under a relevant law; and, (3) to perform other functions as may be lawfully conferred on it by a 

law or by Cabinet16. 

The Bank’s role in the provision of agriculture finance is provided for, under Part 6, (3) Operating 

Principles where it states that the Bank must ensure that adequate funding is available for: (a) the 

development of the agriculture sector; (b) the development of enterprises in the primary industry 

sector; and, (c) the enhancement of economic growth in other sectors of significant national 

interest. This is the only reference to agriculture and the primary sectors in the whole Act. 

Solomon Islands: Development Bank of the Solomon Islands (DBSI) The DBSI played an 

important role in the rural areas. It had been prominent in the agricultural sector where it made 

loans for development. It had also played an important role amongst Solomon Island farmers and 

businessmen and women who had no collateral with which to secure loans from commercial 

banks. Civil unrest leading to massive loan defaults led the Central Bank of the Solomon Islanders 

to take ‘control of the DBSI operations in 1994, to maintain the stability of the financial system 

and safeguard depositors’ funds. The Bank stopped operations in 1997. The High Court of the 

Solomon Islands allowed the CBSI to maintain control till 2007.17  

A Solomon Star News item published in 2015 indicated that there were plans to revive the DBSI 

following push from the general public because of the difficulties faced in raising agriculture 

finance. It was stated that government wanted the DBSI to be reopened to allow rural farmers 

and fishermen in the country to have access to funds in order to support them operate their small 

businesses in the rural areas. It was also stated that commercial banks operating in the country 

‘cannot offer loans to rural farmers and also that farmers and fisherman could not access loans 

because of high interest rates, lengthy loan requirements. Government was reported to be 

working closely with the Central Bank of the Solomon Islands to review the possibility of re-

opening the DBSI. It was reported that the Bank will concentrate on lending to agriculture and 

fisheries’ when re-opened.18 The DBSI remains closed despite the public outcry and 

announcements made. 

 
Tonga: Tonga Development Bank (TDB) was established in 1977 under the Tonga 

Development Bank Act 1977 and incorporated under the Companies Act, 1995 and registered 

again in 2014. The functions of the Bank stipulated in the Act are (1) to ‘promote the expansion 

of the economy for the economic and social advancement of the country by providing financial 

and advisory assistance to any “enterprise” in Tonga, and, (2) to ensure that enterprises assisted 

were sustainable and able to repay its loans and secondly, the Bank must support government 

policy directives when given in writing from time to time, by the Minister,. 

                                                
16 Development Bank of Samoa Act, 2010 
17 Prasad Biman C, Kausimae P, Social Policies in Solomon Islands and Vanuatu, Commonwealth Secretariat and 
UNRISD, 2012 
18 Eddie Osifelo, Solomon Star May 24, 2016 
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There is no direct or specific mention of its role in agriculture finance except that the Act then 

defines ‘enterprise’ ‘as any person, group of persons or body (whether incorporated or 

unincorporated) that engages or proposes to engage in economic or socio-economic 

development, including any activity in agriculture, commerce or industry, whether or not the 

primary purpose of the engagement is profit’.19 

Vanuatu: Vanuatu Agriculture Development Bank (VADB) Act of 2006 Bank saw the re-

establishment of this development financing institution. Its predecessor the Development Bank of 

Vanuatu had been closed and operations merged with the National Bank of Vanuatu as part of 

the Asian Development Bank’s Comprehensives Reform Program in 1999. The primary purpose 

of the Bank was to facilitate and promote the economic development of the national resources of 

Vanuatu with special regard to agriculture, forestry, fisheries, livestock, manufacture and 

tourism.20 

4.2.2 Agriculture Sector Policies 
All the PICs in this study have formulated country specific agriculture development policies (Table 

3) as part of the Pacific Agriculture Policy Project (PAPP)21.  These have been developed in line 

with each countries’ overall long term development agenda in mind. Table 3 is a list of the relevant 

Agriculture Sector Policy for each PIC. 

The stated Agriculture Sector Policies are ambitious and forward looking covering the relevant 

areas and strategic directions that each PIC considered necessary to develop the sector. A review 

of these polices in 201522 observed the following: (i) no standard format adopted despite 

strategies being developed under one program – PAPP; (ii) coverage was extensive and included 

new innovative ideas that would enhance returns for farmers; (ii) a lack of awareness amongst 

stakeholders about the  policies  and facilities available to them, (iv) approval of national 

parliaments, providing the necessary legitimacy to garner support from all sectors of the 

community, give direction to farmers and also enable budgetary allocation. 

 

                                                
19 Tonga Development Bank Act, 1977 
20 Vanuatu Agriculture Development Bank Act, 2006  
21 A European Union supported program for the Pacific under the 10th European Development Fund (EDF 10) in the 
ACP to strengthen regional agricultural development strategy, improve the dissemination and adoption of applied 
agricultural production research technologies and contribute to agricultural enterprise development through improved 
market linkages. 
22 Bruce Chapman, Caniogo,  Vili, Agriculture and Forestry Policies in the Pacific What do they Say and Where to 
Next?, May 2016 
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Table 3: Agriculture Sector Policies 

 
 
 
Four major challenges; food security, economic development and sustainability were raised 

consistently in all the National Agriculture Sector Policies. These are detailed below with their 

components issues namely:  

1 Food Security  
a. Nutrition  
b. Reducing reliance on imported food (self-
sufficiency)  
c. Traditional knowledge and practices  
 
2 Economic Development  
a. Access to funding/credit  
b. Local markets  
c. Trade  
d. Adding Value  
e. Crop and livestock improvement  
f. Infrastructure: processing and transport  
g. Private sector role  
 

 
h. Rural livelihoods and capacity to 
participate  
i. Land access / tenure  
 
3 Sustainability  
a. Soil and water  
b. Biosecurity / pests and diseases  
c. Climate change  
d. Organic agriculture  
 
4. Effective institutions  
a. Policy / strategy / regulatory framework  
b. Delivery of services (extension; training; 
statistics; R&D 

Access to funds is raised as an issue under Economic Development. How the PICs intend to fund 
the proposed agricultural initiatives are summarized in Table 4. Some countries (Samoa and 
Tonga) are proactive and have gone to the extent of putting a figure on the total cost of 
implementing their plans. This will assist them and other investors /stakeholders discuss funding 
possibilities in a more meaningful manner. Fiji’s funding plans speculate on the possible 
approaches on how to raise whilst Kiribati and the Republic of the Marshall Islands have not made 
any mention of funding at all. 
 
It is clear that the while these policies are recognition of the importance that agriculture plays in 
the lives of the people, not sufficient attention appears to have been placed on how the important 
programs are to be funded so that they are fully implemented. Unless some more thought is put 

Country Title Type of document Status

Fiji 
Current

Kiribati Agriculture Strategic Plan
Current

RMI Agriculture agency strategy  Most recent

Samoa To be replaced

Solomon Is Replaced

Tonga To be replaced

Vanuatu Awaiting formal approval

Source: https://pafpnet.spc./AgricultureandForestryPoliciesinthePacific.pdf

Fiji 2020 Agriculture Sector Policy Agenda 

Modernizing Agriculture

National agriculture sector 

policy
Agriculture and livestock Division  Plan 

2013 - 2016
 Agriculture: Ministry of Resources and 

DevelopmentStrategy and Action Plan 
Agriculture Sector Plan 2011 - 2015 

"...farming and fishing first" National Agriculture sector plan
National Agriculture and Livestock Sector 

Policy 2009-2014

National Agriculture sector 

policy

Ministry of Agriculture & food, forests and 

fisheries Corporate Plan 2014/15 - 

Agriculture agency corporate 

plan
 Vanuatu Agriculture Sector Policy 2014 – 

2024 

National Agriculture sector 

policy 
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into how the projects are to be funded, (strategies linked to funding proposals), the plans may 
most likely remain just that - plans.  
 
Table 4: Funding Strategies for NASP Initiatives 

Country Strategy to fund initiatives. 

Fiji  
 

The Ministry of Agriculture plans to identify and priorities development projects to be 
undertaken and then carry out feasibility studies. This feasibility study is then turned into 
a development agenda which is then marketed to attract possible investors. Investors, 
funding agencies, market, and other stakeholders in agriculture development are the 
target clientele. Formal launching is essential. However, this activity must be invested 
with appropriate technical preparation, negotiation, and mass based information 
campaign so that the agenda gains adequate support.  
 
Other possible funding sources include bilateral funding, private bank, bond, and other 
funding sources. Projects that are identified in development agenda can be proposed for 
bilateral agreement. Private bank operating in Fiji and other international banks based in 
the US, Europe, and Asia can also be explored for funding.  
 

Kiribati 
 

There is no mention of how the proposed strategies are to be funded. 
 

Republic of 
the Marshall 
Islands 

There is no mention of how the proposed strategies are to be funded.  
 

Samoa 
 

The indicative total cost to implement the five-year ASP is approximately SAT$117 
million; which  compares with the approved estimates for development funding for the 
agriculture sector for the five financial years 2010/11 to 2014/15 of approximately 
SAT$108 million. The cost of implementing the ASP strategic programs will be shared 
among national budget and development partners and private sector investment. In 
some cases Public support may be provided by donors directly to the private sector, 
especially when support via government encounters capacity constraints. However, 
where donors support private actors directly, this should be non-distorting and aligned 
with the sector policy and reflected in government’s books for compatibility purposes and 
to allow a comprehensive overview of all public expenditure.  
 

Solomon 
Islands  
 

Policy developers recognize the challenge of raising funds to fund the implementation of 
the NAS and have appealed to government to provide resources to help implement 
programs. It also notes that funding for key agriculture and livestock services have 
remained below 2% of GDP. This is clearly inadequate especially in light of the 
importance of agriculture to the economy. Low recurrent budget (SBD15.6 million) from 
the central government for MAL is a major constraint to provide effectively and efficiently 
essential services to rural population. Government has been requested to allocate 
resources to increase public investment; allow MAL to retain savings from rationalization 
of its services and to increase its annual budget by 10% to reflect the importance and 
contribution of agriculture to the economy. 
 

Tonga 
 

The TASP has been designed and presented as four programs, each with a series of 
sub-programs and associated activities that it should enable donors and development 
agencies to “mix and match” in terms of which areas/aspects of the TASP they might 
wish to fund and provide technical assistance for. Budget to implement the TASP over 
the 5 year period is T$5.57 million plus recurrent costs of T$7.15 million.  
 

Vanuatu 
 

No specific discussion on how the programs are to be financed, except that on each 
policy directive the statement is made that ‘adequate funds are to be provided’. 
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4.3  Implementation of Policies – a commentary 
Using the enabling acts for the DFIs as a basis for reviewing the implementation of PIC 

governments support for agrifinance reveals a mixture of successes and failures. The WB and 

the ADB stopped supporting DFIs, because of ‘perceived’ failures which have been identified and 

clearly articulated in various studies or reports. This does not resolve the problem for the 

developing PICs and the fact remains: most PICs will need the services of a specialized financial 

institution to deliver the services required by rural dwellers. They will need it well into the future 

given the natural economic challenges of isolated communities, small populations, limited 

resources, geographic disparities, lack of modern infrastructure, distance form markets. Perhaps 

rather than withdrawing support, these organisations could have been encouraged to provide 

more technical support in the form of training and governance given the very necessary role that 

DFIs provide in the communities they operate in. 

The re-establishment of the Vanuatu Agriculture Development Bank is a case in point. Following 

the closure of the Development Bank of Vanuatu due to high level of non-performing loans, 

political and social pressure to facilitate the provision of agrifinance saw the enactment of the 

VADB Act in 2006 and it opened its doors for operations in 2008. To date the Bank has been 

entirely funded by the Government of Vanuatu. The same phenomena is happening in the 

Solomon Islands where the Government has initiated moves to re-establish the Development 

Bank of the Solomon Islands because of the difficulties that her people face in raising agriculture 

finance. 

The intensity of implementation of DFI’s lending policies in support of agriculture differs from 

country to country. A summary of the financial institutions lending to agriculture as a percentage 

of their overall lending is provided in Table 5. In aggregating the figures, agriculture includes 

lending to the fisheries and forestry sector – i.e., essentially lending that ends up in the rural or 

primary sectors. Based on their respective 2016 Annual Reports lending as a percentage of their 

total Bank lending has changed between 2014 and 2016. 

 
Table 5: Agriculture lending as a percentage of total DFI loans portfolio 

        
       2016  2015  2014 
Fiji Development Bank (FDB)    17.2%  15.9%  13.5% 
Development Bank of Samoa (DBS)   7.4%  10.1%  13.9% 
Tonga Development Bank (TDB)                7.7%*  -  10.9%  
Vanuatu Aviculture Development Bank(VADB)               21.0%  24.5%  22.3% 
*Change of TDB financial year end from 31 December to 30 June each year. Above is 18 months 
performance. 
Sources: Respective Annual Reports, Central Monetary Authorities 
 

 
In Fiji, lending to the sector has increased steadily because of a deliberate change in policy by 

FDB in 2008 to increase lending to the productive sector and reshape the bank’s portfolio such 

that at least 30% of its portfolio was in the agriculture and primary industries sectors.  It will take 

some time to achieve this, but the Bank has moved a long way from when loans to the sector was 

only 6.2% of the Bank’s total portfolio. 
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Loan portfolios in both Tonga and Samoa have decreased, however, the reasons for this could 

be attributed to funding provided by donor agencies directly to the sector (Samoa) or as in the 

case of TDB, through the Bank itself but accounted for separately in their books. In Tonga the 

Government Development Loans (GDL) is managed by the Bank, attracts a lower interest rate 

and competes directly with the Bank’s own lending products which includes agriculture. “The total 

loan portfolio recorded a decrease of 1.17% from $51.4 

million in 2014 to $50.8 million at 18 months ending 30 

June 2016. The competition from GDL contributed to 

this scenario.”23 See Appendix 2. 

No figures on lending to the agriculture sector is 

available for the Development Bank of Kiribati (DBK). 

The DBK falls under the supervision of the Ministry of 

Finance and Economic Development and although 

mentioned in the MFED’s Annual report, no 

performance statements are presented. 

No Annual Report is presented for the MIDB. However 

the latest Audit Report for September 2016 indicates 

that the Bank has an outstanding loans portfolio of 

US$4.090 million in 2016 (US$2.261 million in 2015) 

with housing and consumer loans being the major 

component of their loans portfolio.24 The MIDB 

launched its new 5 year Strategic Plan in 2016 and 

based on a news article in Island Business October 14, 

2015 it intends to lend ‘$15m to commercial enterprises 

in the next 5 years in its efforts to revitalize its 

commercial lending operation, to stimulate private 

enterprise development and expand the economy. In 

addition it will lend $3m for housing and $5m for new 

consumer loans, to increase new loans to $23m in the 

next 5 years.25 Lending to agriculture and fisheries will 

fall under the ‘enterprise’ definition articulated in the 

Bank’s enabling act. See Appendix 3. 

    

4.4  Assessment of Agrifinance Lending in the 7 

PICs  
None of the 7 PICs have developed specific 

agrifinance regulations or laws to support the provision 

of finance towards the agriculture (including fisheries 

and/or forestry) sector. PICs develop country specific 

plans and strategies that mention the importance that this sector plays in the lives of their citizens, 

                                                
23 2016 Annual Report, Tonga Development Bank, p8 
24 Deloitte, Independent Auditors Report September 30, 2016 and 2015 (As Restated) Marshall Islands 
Development Bank, p7. 
25 Island Business, October 14, 2015. 

Ministry of Agriculture 2016-2017 Budget 

Major Highlights  
The Ministry of Agriculture (MOA) budget for 2016-

2017 totals $74.4 million, comprising $30.6 million 

operating budget, $40.6 million capital expenditure 

and VAT of $3.2 million 

 Major highlights of the 2016-2017 budget for the 

Ministry include: •  

The Food and Agricultural Organization (FAO) of the 

United Nations will be setting up its new office at the 

Ministry of Agriculture’s HQ in Raiwaqa. As part of 

Government’s commitment to the establishment of 

the new office, $0.1 million is allocated to cover the 

costs of office supplies, general operating expenses 

and new office equipment; 

 • A sum of $2.0 million is expected to be drawn down 

from the International Fund for Agricultural 

Development (IFAD) in 2016-2017 through the Fiji 

Agricultural Partnership Project (FAPP). Funding will 

cover the capacity building of the Ministry to support 

agribusiness activities at national and farm level. The 

Fiji Government contributes $0.3 million as 

counterpart funding for the loan program;  

• The Ministry will continue to support the Ongoing 

Agricultural Statistical System with funding of $0.4 

million. This will enable the Ministry to analyse 

collected agricultural data and make well informed 

policy decisions;  

• The Fiji Ag-Trade unit plays an important role by 

undertaking market surveys to understand local 

market situations and identifying overseas market 

potentials. As a result $0.3 million is allocated;  

• The Land Resource Planning Division has been 

provided with $0.5 million for Sustainable Land 

Management to train farmers on the best sustainable 

agricultural practices. The Farm Management 

Services is budgeted with $0.18 million to build farm 

management capacity within the Ministry. This 

involves training crop and livestock extension officers, 
provision of technical support services and analysing 

farm performances on a case by case basis;  

• The Ministry will assist farmers to access agro inputs 

through the Agro Input Subsidy ($1.0 million) which 

reduces the cost of fertilizers to farmers; 
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acknowledging the contribution that it makes towards the economy and the need to focus attention 

on developing the sector, but not enough provision is made for funding the implementation of the 

various programmes and projects.  Funding details are relatively sketchy, except for a few of the 

7-PICs. It is however obvious that reliance on donor funding and technical support will remain 

crucial to the implementation of these programs at a macro level. 

PICs make budgetary announcements annually stating what new government driven initiative is 

being launched and how much government is allocating towards that particular initiative.  For 

example in Fiji, in the 2016/2017 budget, the Government announced a budget of F$74.4 million 

for the Ministry of Agriculture comprising $30.6 million operating budget, $40.6 million capital 

expenditure and VAT of $3.2 million. It then describes specific initiatives that it was funding 

including F$0.1 million to assist the establishment of the FAO office at the MOA headquarters; a 

F$0.3 million for a counterparty loan funding program with IFAD; a F$1.0 Million agro input subsidy 

to assist farmers reduce the cost of fertilizers to farmers.  See Sidebar for more details. 

There is often little or no indication of how the private sector can be involved or how citizens can 

access or be assisted in accessing commercial financing to participate in the particular initiative 

launched by the state. Perhaps going forward, governments are to be encouraged to provide 

guidance to the general public on where they can access finance to support their participation in 

the particular government driven initiatives. 

4.5 Summary 
 
The pertinent facts are that a need exists for innovative agriculture finance mechanisms in the 

PICs. Numerous studies have identified the same issues, and in some cases postulated the 

required remedies.  

The Regional Report on the Financial Sector Development in the Pacific Developing Member 

Countries by the ADB in 2002, Volumes 1 & 2, articulated clearly why the financial institutions 

tasked with spearheading the financing of development agendas in the PIC were created and why 

those had a modicum of success were able to do so. More importantly, the study revealed why 

those DFIs that were financially distressed were in such a state leading to the closure of at least 

two such DFI’s.  

DFIs in their present form evolved from various colonial development instruments, e.g., the 

Agriculture & Industrial Loans Board to the Fiji Development Bank, the Development Bank of 

Kiribati evolved from  National Loans Board; Marshall Islands Development Bank from the 

Marshall Islands Housing Authority and the National Development Bank of the Marshall Islands 

whilst the Tongan Development Bank evolved from the merging of the assets and liabilities of the 

Fund…comprising of the Agriculture Credit Scheme, Fisheries Loan Scheme and the Small Scale 

Industries Fund. 

WB and the ADB’s withdrawal of support of the DFIs in the PICs may in hindsight have been too 

hasty. The issues that have been articulated require their leadership in discussing what needs to 

be done with the DFIs and their governments and senior level officials. It was a lost opportunity 

to build on the institutional knowledge in the DFIs and strengthen the commercial lending, 

management and governance knowledge that had been imparted by their own training programs.  
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As a development specialist recently mentioned “donor agencies wish development banks away 

but they still exist as they provide a unique role in agriculture and SMEs”26. 

In summary there is a need to review the role that DFIs play in the delivery of agrifinance in the 

PICs. They are familiar organizations to the general public. They have institutional knowledge of 

the environment they operate in and they were established specifically to support the 

development efforts. Perhaps Fiji’s case where government directed the Board and Management 

of the Fiji Development Bank to increase its participation in the agriculture sector by reducing its 

commercial portfolio (Table 6) is a case worth studying and can serve as a model for the rest of 

the region. Although achieving the 50% in the agriculture and development portfolio objective is 

still to be achieved, the Bank has actually increased its investment in agriculture and the 

development sector.  

The DFIs need to be more articulate in projecting themselves, more rigorous in risk assessment 

pricing for risk and in developing commercial standards and underwriting criteria. The profit motive 

should be changed to a sustainable motive and rigorous loan provisions and loan administration 

methodologies and practices should be encouraged. There is also a need to seriously look for 

new emerging businesses, develop expertise in the relevant commodities and identify where they 

can participated in the value chain. Understanding the risks involved in lending to the agriculture 

sector is paramount. Most lending institutions (including DFIs) find it easier to concentrate on 

lending to the personal loans sectors (housing and other consumption loans) and commercial or 

business customers because their sources of loan repayments are a lot more predictable and 

their ability to provide acceptable collateral  exists. These are the easier sectors because lending 

against and expectation of repayments from payroll for example, rather than expecting 

repayments from funds generated from the ventures financed, are easier. This is where donor 

agencies, government departments and other development partners can participate in assisting 

the rural borrower to make a success of their ventures. Understanding the value chains required 

in an agriculture venture financed should be an integral part of the way things are to be done in 

the future.  

 

                                                
26 Discussions with Eric Aelbers, PSDI, %the Floor Ramarama House November 20 2017. 
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Table 6: FDB 10 year trend in lending to agriculture and rural sectors 

 
 
Development Banks can be operated on a commercial basis and perhaps following the FDB target 

of changing their portfolio composition to at least 30% agriculture and rural finance should be an 

initial target. A review of the functions of the DFIs and their Acts should be considered and PIC 

states should be encouraged to clearly articulate each DFIs role as a provider of agriculture 

finance. The review of existing DFI operations, how they are to be funded, development of 

strategic plans, training, institutional strengthening, use of technology for delivery of services 

should follow on immediately. 

 

5.0 Review of agricultural financing mechanisms in the PICs 

5.1 Introduction 
Agricultural finance comprises financial services for agricultural production, processing and 

marketing, in the form of short, medium and long-term loans, leasing, and crop and livestock 

insurance. Buyer finance in the form of input supplies also contributes to and plays an important 

role in agriculture finance. Agricultural value chain finance emphasizes the vertical dimension of 

agricultural finance to and between different segments of agricultural value chains27. 

Financial Institutions (FIs) face several challenges leading to a reluctance to lending to the 

agriculture sector. 28  These are summarized below: 

1. High transaction costs: this is a result of the dispersed population and weak infrastructure in 

rural areas, resulting in high transaction costs for rural financial service providers and for their 

                                                
27 Agriculture Finance:  Trends, Issues and Challenges, Deutsche Gesellschaft für Internationale Zusammenarbeit 
(GIZ) Gm.  
28 Ibid and those quoted in 1 above. 

Fiji Development Bank 

Yr

2008 43.6 431.7 10.10%

2009 49.2 439.5 11.19%

2010 50.2 428.7 11.71%

2011 44.1 357.6 12.33%

2012 45.3 335.7 13.49%

2013 48.4 347.3 13.94%

2014 49.2 365 13.48%

2015 57.7 365.7 15.78%

2016 67.9 393.8 17.24%

2017 84.7 465.8 18.18%

Source: Reserve Bank of Fiji, Quarterly review, December 2017.

Agriculture Loans 

$ millions

Total Loans $ 

millions

%  of Total FDB 

Loans
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clients. Consequently, the returns of rural enterprises often do not permit them to fully pay cost-

covering interest rates, thereby reducing the effective demand for loans29. 

2. Systemic risks: the risk factors inherent in agriculture often inhibit financial institutions from 

lending and these include production risks linked to natural hazards (such as droughts, floods and 

pests), farmers´ weak ability to provide collateral (either because the farmer lacks title to land to 

offer as a loan guarantee or the value of the land may be too low) and the volatility of prices (IFAD, 

2009a). 

3. Limited capabilities of financial sectors in developing countries to tailor products for 

the market. Sector specific financial products is usually poor and although financial services may 

be available, they may not be suitable for all types of agricultural activities, which will have diverse 

needs with respect to timing for disbursements, amounts and risks, among others. For example, 

in seasonal farming, funding is needed in particular stages of the production process (IFAD, 

2009a).  

4. Lack of records and statistics on farming in developing countries makes assessment of credit 

suitability challenging for financial providers. This changes the conditions required to access 

financial products and undermines opportunities for profitable investment.  

5. Politically sensitive nature of agriculture. Finally, agriculture is a politically sensitive sector 

prone to government interventions. Although permanent interventions through lending quotas, 

interest rate ceilings or direct government provision of financial services have been reduced 

substantially in the last few decades, governments continue to intervene on an ad hoc basis. Such 

interventions include loan rescheduling or forgiveness and preferential lending programs for 

specific target groups, which are often granted after major economic downturns or natural 

calamities, and especially in the advent of elections. They create additional uncertainties for 

financial institutions and tend to weaken the repayment culture.30 

The problems and challenges that face agri-financing are well documented together with 

suggested solutions.31 The challenge is to take the suggested solutions, find the capital and do 

something that will have an impact on the lives of the people that are supposed to be assisted. 

Governments, donor agencies, faith based organizations and even farmers and the rural poor 

themselves know the solutions they need.  

The International Institute for Sustainable Development (IISD) an independent, non-profit and 

non-governmental research organization founded in Canada in 1990, put out its Policy Brief No.3  

Financing for Agriculture: How to boost opportunities in developing countries  in September 2015 

and essentially articulated the current status of agriculture finance in the Pacific. The brief states 

that access to finance is critical for the growth of the agriculture sector; the shift from subsistence 

to commercial agricultural production requires funds and that in developing countries, where 

agriculture is a source of livelihood for 86 per cent of rural people (International Finance 

Corporation [IFC], 2013), financing for investments in agriculture is scarce, even for large 

                                                
29 Agriculture Finance:  Trends, Issues and Challenges, Deutsche Gesellschaft für Internationale Zusammenarbeit 
(GIZ) Gm.  
30 ibid 
31The international Finance Corporation together with the Global Partnership for Financial Inclusion in 2011 and 2012 put out two 
complementary publications: Scaling up Access to Finance for Agricultural SMEs Policy Review and Recommendations, October 
2011 and Innovative Agricultural SME Finance Models which detailed challenges facing agri-finance and offered mitigating 
solutions. Others include Agriculture Lending: A How to Guide also details risks faced and mitigating strategies, International 
Finance Corporation, Vietnam, 2015.   
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investors. Financial institutions are reluctant to accept the risks prevalent in the agricultural sector, 

such as droughts, floods, pests and diseases, or the transaction costs of covering large 

geographical distances.32 In Africa, less than one per cent of commercial lending is destined to 

the agriculture sector (IFC, 2013). 

In the PICs under review, total commercial and non-banking financial institutional (development 

banks and asset leasing companies) lending to the  rural sector as a percentage of total loans 

outstanding over the last 4 years ranges from a low of 0.81% recorded in Vanuatu (2015), to 

4.71% in the Solomon Islands (2015).  For purely agricultural lending, loans outstanding over the 

same period was a low of 0.79% recorded in Vanuatu (2015) and a high of 2.96% in Samoa 

(2014). Despite the attention, the recognition and the efforts to strengthen delivery of finance to 

the agricultural sector in these countries by donor agencies, lending to the sector remains low 

compared to overall lending in the each country33 (Table 10). 

The issues affecting access to finance in larger countries with much larger populations also affect 

the PICs. For example the lack of acceptable collateral was cited as one of the reasons SMEs in 

Fiji were not able to obtain bank finance. Other reasons given for difficulties in accessing credit 

by those in the rural areas and small and medium enterprises, included lack of proper records, 

lack of business understanding, lack of understanding of banking requirements – that is that 

applicants were not bank ready. 34 

All these issues demand that existing delivery mechanisms be reviewed and enhanced, or new 

methods or combination of methods be developed to ensure that this vital component of 

agricultural development is addressed competently. 

 

                                                
32 International Institute for Sustainable Development:  Financing for Agriculture: How to boost opportunities in developing countries. 
Marina Ruete: September 2015 
33 IFAD in partnership with other donors, by 2015 had been or was involved in 29 projects in 13 PICs for USD28 million. 
https://www.ifad.org/documents/10180 
34 The National Centre for Small and Medium Enterprises in a discussion with an ADB review team on SMEs indicated that despite 
preparing their customers, financial institutions still viewed collateral as a major requirement for loan approval. 
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Table 7: Agriculture Lending as percentage of total lending 

 
A review of other existing publications on agriculture finance, and Small to Medium Enterprises 
would reveal that the same general conditions apply as to why financiers do not lend to the sector.   

5.2 Policies and underwriting criteria for Banks and Development Financing Institutions 
Commercial Banks 

A detailed list of agriculture lending products offered by commercial banks is provided in Appendix 

4. Only banks (Table 11) that have a product that is agriculture related or can be used to fund an 

agriculture activity is discussed. 

The ANZ Bank is the largest Bank in the seven PICs and is represented in 6 of the 7 countries. 

Out of the 23 banks recorded, 4 (17%) can be classified as locally owned commercial banks, the 

Home Finance Company Limited (trading as HFC Bank) in Fiji, Bank of the Marshall Islands, 

Samoa Commercial Bank and National Bank of Samoa, both in Samoa. The Government of 

Kiribati owns 25% of the ANZ Bank operations in Kiribati. Bank South Pacific out of Papua New 

Guinea is second with representation in 5 of the 7 countries followed by BRED Bank out of France 

with operations in 3 of the PICs. Westpac Banking Corporation used to be a large part of the 

banking services in the PICs but has since reduced its operations to concentrate only in Fiji and 

Papua New Guinea. Other foreign owned banking institutions have single branch operations in 

the PICs, e.g. Bank of Baroda in Fiji and Bank of Guam in the Marshall Islands. The MBF Bank 
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in Tonga and the Pan Oceanic Bank in the Solomon Islands are locally registered, foreign owned 

institutions. 

 

Table 8: Licensed Commercial Banks in the 7 PICs 

 
 
A search of the banks websites, shows that all banks offer the same basic suite of services – 

depository services, personal loans, business loans, asset financing, facilities, home loans, etc.   

Depository services are offered to all customers and does not segregate where deposits are 

sourced from. Based on website content only one of the commercial banking institutions in the 

PICs indicated their intent to target agriculture and agrifinance as a potential source of business.  

In general commercial banks do not go out of their way to target the rural and agriculture sector 

as a source of potential lending business and this is clearly articulated in the lack of relevant 

marketing content on their sites as they market their services businesses. Given the high risk 

nature of the agriculture sector as a whole, most commercial banks will consider providing finance 

to the sector only on the basis where there are significant assurance of loan safety, i.e., there are 

multiple and reliable sources of safe loan repayment avenues.35  

Underwriting Criteria for Commercial Banks taken from their marketing platforms available on 

their websites are available in Appendix 4.  

The ANZ Bank in Fiji has a rural banking product that is marketed mainly as a deposit taking 

platform and potential borrowers are not given any information on the type of loans that can be 

made available to them. Intending borrowers have to enquire from Bank officials as indicated on 

the site. In the Solomon Islands, ANZ Bank with support from the Australian Government and the 

                                                
35 Private conversation with S.D Smith, former Country Head, Westpac, Vanuatu. 

Licensed Commercial Banks in the 7 PICs

Fiji Kiribati RMI Samoa

Solomon 

Islands Tonga Vanuatu

ANZ Bank x x
1

x x x x

BSP x x x x x

Bred Bank x x x

WBC x

Home Finance x
2

Bank of Baroda x

Bank of Marshall Islands x
2

Bank of Guam x

Samoa Commercial Bank x
2

National Bank of Samoa x
2

MBF Bank x

Pan Oceanic Bank x

Total 6 1 2 4 4 3 3

x1
ANZ Operations in Kiribati is 25% owned by the govenemtn of Kiribati

x2
Locally owned commercial banks
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Pacific Financial Inclusion Program36 (PFIP), started a program with a budget of SBD 5 million 

(USD 650,000) to connect rural coconut oil producers, laborers, buyers and transport operators 

in the Solomon Islands with digital financial services. The Australian government contributed 60 

percent of the project costs through PFIP, with the remainder funded by ANZ Bank.37 Again at 

this initial stage and in line with the PFIP program the outcome of the services provided by the 

Bank is to encourage use of formal banking facilities.  

The Bank of the Marshall Islands (BOMI) indicates on their website that they do provide loans for 

agriculture and fishery purposes under their Micro Loan Program. This program had been made 

available under a Taiwanese government funded initiative aimed at making microloans a tool to 

‘accelerate development of the country, and to improve the wellbeing of the people living in the 

rural areas of the Marshall Islands. The projects to be financed include, but are not limited to 

agriculture, food processing, commerce, fishing, manufacturing, transportation, handicraft, 

tourism and services’.38 

The Bank of Baroda, BOB, (an Indian owned bank operating in Fiji) is the only other commercial 

bank in the seven PICs that specifically states on their website that they provide finance for the 

agriculture sector. Under its Farm Loan Facility, the Bank is able to finance the purchase of farm 

land, meet farm development or cultivation costs and also meet other farm related expenses. 

Other pre-conditions for accessing the loan facility are that an applicant must be at least 21 years 

old (legal age in Fiji) and must have had at least 3 years of farming experience; if the property is 

leased then the tenure must be longer then the loan term and if it is a sugar can farming loan then 

production over the last 3 years must average 200 tons. Minimum loan that can be applied is 

F$3,000 with a maximum of F$25,000 depending on the applicant’s ability to repay and the 

security offered.39 

Bank of Baroda also has a Micro Loans Facility40 which can be used to acquire fixed assets and 

provide working capital for small businesses.  It is aimed at supporting low income households 

and individuals having weekly income of $100 in a household of five members and whose ages 

range from 21 to 52 years. The facility can be accessed by low income earners to start a small 

business whether it is agribusiness or retailing fast moving consumer goods. For the individual 

borrower, loans available are of a minimum of $100.00 and a maximum of $500.00. Borrowers 

can also collectively borrow (as a group) to maximum of $5,000, (i.e. maximum borrowing per 

member not to exceed $500 aggregating to $5,000). This enables a group acquire volume and 

size at the outset when developing a new business or providing increased working capital capacity 

if needed. If the facility provided is an overdraft, then the facility is reviewed on a yearly basis 

whilst loans are repaid over 3 years including a moratorium of 6 months. The advances would be 

typically secured by a charge over various assets acquired through bank funding or offered by 

the customer, and cross guarantees if it is a group borrowing. 

                                                
36 Based in Fiji, the Pacific Financial Inclusion Programme (PFIP) is a United Nations initiative that was established in 2008. It funds 
microfinance institutions (MFIs) that deliver financial services to poor Pacific islanders who may have had limited or no access to 
banks. The mission of PFIP is to increase by 1 million the number of Pacific islanders who have ongoing access to affordable 
financial services and relevant education by 2019. As of May 2015, PFIP has reached 687,620 people in Fiji, Papua New Guinea, 
Samoa, the Solomon Islands, Timor Leste, Tonga and Vanuatu.  
37 https://www.microcapital.org/microcapital-brief-australian-government-anz-bank-pfip-to-connect-solomon-islands-coconut-farmers-
to-mobile-banking 
38 http://www.bomi.biz/productsandservices/microfinance.html 
39 https://www.bankofbaTroda-fiji.com/Business/Loans/Agriculture-Finance.aspx 
40 https://www.bankofbaroda-fiji.com/MicroFinance/Micro-Credit/Baroda-Micro-Loan.aspx 
 

https://www.bankofbaroda-fiji.com/MicroFinance/Micro-Credit/Baroda-Micro-Loan.aspx
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The third product available from the Bank of Baroda that can be accessed by a borrower for use 

in agriculture related activities in the agriculture sector is the Baroda Loan for Micro and Small 

Enterprises41. This facility is similar to the Micro Loans Facility which is to meet the Fixed Assets 

and Current Assets requirement, but of Micro and Small Enterprises rather than individuals and 

families. The Bank’s defines what micro, small and medium enterprise is - refer to Attachment 6.1 

The minimum loan or overdraft facility that can be accessed is $501.00 whilst the maximum facility 

amount remains at $5,000.00. The Overdraft facility which is made available for day to day 

operations is reviewed on an annual basis whilst the term loan can be given a term of up to 7 

years – including a moratorium of up to 12 months. The facility is to be secured by a charge over 

assets of the business. 

The HFC Bank Fiji and BSP (Bank South Pacific) both state that they provide loans to the SME 

Sector, under which product they can consider agriculture projects. 

For BSP, this lending facility is available for Small & Medium Enterprise42 customers with an 

employee base of less than 50 employees, and an annual turnover of less than $2 million. It is 

flexible enough for the customer to decide what loan proceeds are used for – including agriculture 

and agribusiness provided other lending criteria were met. In order to qualify, borrowers are to 

demonstrate the ability to generate sufficient income to service the SME loan and any other 

borrowings; adequate collateral i.e. security is available; the last three years' business financial 

statements are to be provided. BSP does not accept land zoned as agriculture for collateral 

purposes. 

HFC Bank has several agriculture focused lending products under its Top Gear suite of products, 

which unfortunately is not obvious when visiting the Banks website. The first is the Bank’s 

Agriculture Loan product aimed at farmers or professionals (outside HFC – Microfinance Loan, 

Cane Farm Loan, EXIM and SME products) who intend venture into agricultural as supplementary 

income and or intend to have retirement plan, where agricultural income would not solely be the 

repayment source, however it on case by case assessment under the Bank’s guidelines of credit 

assessment.  Funding is provided for farm related expenses for upgrading and development, 

rehabilitations, repairs and maintenance of farm houses inclusive of personal expenses such as 

for education, medical, funeral, wedding and so forth;  purchase of farming equipment’s and plants 

that includes tractors, vans trucks etc; and purchase of farms and construction of new farm 

houses. The Bank also offers a Cane Farm Rehabilitation Loan to not only to support those cane 

farms that have been affected by any form of natural disasters, but also as part of corporate social 

responsibility of HFC, to stand out in case of emergency or economic injury targeting new and 

existing HFC customers who are affected by any form of disasters and or through the programs 

initiated by RBF for business affected by any form of natural disasters which would affect, farm 

rehabilitation, loss of crop, repair or replacement of plant, equipment and machinery; restoration 

of damaged buildings, meeting existing commitments. The Bank’s EXIM Top Gear Package is 

designed to stimulate exports, encourage import substitution and improve international 

competitiveness. Exporters will be able to access fund at concessionary rate of up to 5% through 

the Export Finance Facility. This package is mainly for SMEs and corporate businesses with main 

emphasis being on exporters who need funding to assist towards meeting manufacturing costs of 

goods for the export market, construction of upmarket hotels and export of professional services 

                                                
41 https://www.bankofbaroda-fiji.com/MicroFinance/Micro-Credit/Baroda-Loan-for-Micro-and-Small-
Enterprises.aspx 
42 http://www.bsp.com.fj/Business-Banking/Loans/Small--Medium-Enterprise-Loan.aspx 
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such as architecture, engineering and maritime. Additionally, the product also cater for businesses 

involved in commercial agriculture of import substitution items. (Ref. Attachment 6.1 for detailed 

product offering). 

HFC Bank in Fiji does not define what a Small to Medium Enterprises (SME) is in their website, 

except to state that the facility is designed to assist those who need funding to set up new 

business or assistance with existing business. Loan limits range from a minimum of $5,000 to a 

maximum of $2,000,000 with the term for the loan as long as 15 years. An interesting feature of 

the HFC Bank’s SME lending facility is that the borrower is allowed to re-draw funds that have 

been paid.43   

Pan Oceanic Bank is a locally incorporated commercial bank in the Solomon Islands. The Bank’s 

website indicates that it provides both business loans and SME lending facilities. Unfortunately 

efforts to access more information on how and what was supported under their SME facility were 

unsuccessful.44 

 

Development Banks  
Details of products offered by the development banks are provided in Appendix 5. 

For the DFIs with an active website, the stark difference in their approach to the agriculture sector 

and agrifinance compared to commercial banks is apparent from the outset and reflects the aims 

and strategic objectives of these institutions. Commercial banks primary objective is to look after 

depositors’ interests and the safety of depositors funds. DFIs on the other hand are policy 

instruments that governments utilize to achieve strategic, economic, financial and social 

objectives. This is reflected in the laws that established these institutions as previously mentioned. 

Both the Fiji Development Bank (FDB) and the Tonga Development Bank (TDB) sites are fairly 

user friendly and the enquiring applicant can zero in quickly and obtain basic information required 

to enable or assist in the decision making process.  Under its agriculture lending portfolio FDB 

can undertake to finance any agricultural activity from acquisition of land for farming, meeting 

development expenses to establish or expand farming activity, to financing the construction of 

farm housing and purchase of farming equipment. An interesting product also offered by the FDB 

is the financing of subdivision of land for agricultural purposes. 

Agricultural lending facility available at the Tonga Development Bank, can be divided into three 

major components:  (1) the normal TDB agriculture loan product, (2) a micro lending scheme and 

(3) a government directed lending facility that targets a broader market that also includes farmers 

and the agriculture sector. The latter can be divided into two further components.  

Under the TDB’s normal agriculture lending platform, the Bank offers loans for cropping or 

plantation, livestock development loans and fishing loans.  TDB also offers assistance under its 

Micro Lending Scheme targeting micro-enterprises which it terms as “grass roots” lending or 

micro-credit. These clients often possess good basic skills to sustain a subsistent livelihood but 

with only a little experience with credit. With careful guidance fishermen, business owners and 

small farmers and their projects, for example, can develop into better farmers, with bigger projects 

and a more developed credit and business ability. This scheme helps introduce lending and credit 

                                                
43 http://www.hfc.com.fj/small-medium-enterprise/ 
44 http://www.pob.com.sb/sme-banking/ 404 (page not found) error 

http://www.pob.com.sb/sme-banking/
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to new borrowers. The two government directed programs can be distinguished by the interest 

rate charged and the size of the loan provided. Loans are directed at the following areas: 

agriculture development, fishing, tourism, manufacturing, education, livestock, forestry, 

construction and utilities projects, retail and wholesale and microfinance activities for women. 

 

5.3 Donor support for agribusiness/agrifinance 
Various donor agencies operate in the PICs. Typically they do not undertake projects on their own 

but work together and co-fund major development projects. For example IFAD works with other 

agencies in its approach to programs in the Pacific. IFAD’s aim is to enable poor rural people to 

improve their food security and nutrition, raise their incomes and strengthen their resilience. In 

the Pacific, IFAD is working to build strong partnerships with Member States, other international 

financial and development agencies, the private sector, non-governmental organizations (NGOs) 

and civil society.  

In the Solomon Islands, the World Bank has been heavily involved in the Rural Development 

Project (RDP I) since 2008 with a total of US$38.48 million in funding. RDP II was approved in 

2014 for another 6 years to 2020 and will cost US$46.9 million. This is a multi-faced approach to 

rural development, which in the process has assisted in the following areas: over 300 community 

small scale projects in water, education, electricity, roads and health have been completed – 

benefitting over 225,000 people, or 50% of the rural population; more than 37,000 farmers from 

all provinces–nearly half of them women– received agricultural advice and 58 rural businesses 

have received equity financing 45. Funding for RDP I was provided by the World Bank’s 

International Development Association (IDA) $9.2 million; Solomon Islands Government’s $4.1 

million; Community contributions of $1.08 million; European Commission’s $7.65 million; 

Australian Government’s $9.45 million; Global Food Crisis Response Fund’s $3 million and the 

International Fund for Agriculture Development’s $4 million. RDP II is funded by the Government 

of the Solomon Islands, the World Bank, the Australian Government and the International Fund 

for Agriculture.46 

Apart from this, the World Bank has one other active agriculture specific project in the Pacific. 

The Samoa Agriculture Competitiveness Enhancement Project in Samoa supports fruit and 

vegetable growers and livestock producers to improve their productivity and take greater 

advantage of market opportunities. Total project cost is US$16.6 million of which World Bank has 

committed for US$8 million.47 

Also, in Samoa, the China-Samoa Intergovernmental Agricultural Technical Cooperation Project 

is a grant based program to assist train farmers on various crop growing techniques. Total 

program cost is US$0.8 million.  

Apart from this the ADB’s Samoa Agribusiness Support Project is now active and will end in 2022 

costing a total of US$5.75. The Australian Government is co-financier of this program. The project 

is aimed at promoting activities in the agricultural sector.48 The Pacific Private Sector 

                                                
45  http://www.worldbank.org/en/results/2012/04/18/solomon-islands-rural-development-program  
46 ibid 
47 http://projects.worldbank.org/P115351/samoa-agriculture-competitiveness-enhancement-
project 
48 ttps://onlinelibrary.wiley.com/doi/full/10.1002/app5.35  

http://www.worldbank.org/en/results/2012/04/18/solomon-islands-rural-development-program
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Development Initiative, (PSDI), a regional project funded by the ADB is an important project that 

is not directly linked to the agriculture sector but whose outputs will assist the agriculture sector.49 

The Food and Agriculture Organization (FAO) is also active in the Pacific.  As with other major 

donor organizations, the FAO develops what it calls Country Programming Framework with 

various governments before finalizing and prioritizing its work plans.  

The Australian government has been a major participant in the promotion of agriculture 

(amongst other things) in the region, advocating a comprehensive approach to food security 

that targets the immediate needs of the poorest, while also strengthening the foundations of 

long-term global food security. The Market Development Facility (MDF) Phase II is a $76.8 

million program aimed at stimulating investment, business innovation and regulatory reform that 

will lead to increasing employment, increasing income for women and those in the rural 

sector.50. MDF intervention along existing value chains enables exporters to gain commercial 

sustainability where it works – for example in the taro and yaqona markets in Fiji. 

The Australian Government allocated $31.5million to establish the Pacific Horticultural and 

Agricultural Market Access Program (PHAMA), to run from 2009 to 2017. PHAMA is designed to 

provide practical and targeted assistance to help Pacific island countries manage regulatory 

aspects associated with exporting primary products (including fresh and processed plant and 

animal products).  New Zealand recently partnered to co-fund selected market access activities 

in the region.51 

The Republic of Taiwan through its International Corporation Development Facility has also been 

actively involved in the PICs providing direct support to specific agricultural products, e.g., 

vegetable production in Fiji, horticulture in the Marshall Islands hog production in the Solomon 

Islands, etc.52 

Donor support to the agriculture sector in the PICs can be summarized as being agriculture 

specific, or those that assist in creating an enabling environment for agricultural ventures to 

survive in a sustainable manner.  The ADB’s Samoa Agribusiness Support Project and projects 

supported by the governments of China and Taiwan can be classified as agriculture specific. 

Agriculture specific projects help boost production level, improve quality and is the first step 

towards graduating from subsistence to semi commercial operations for small farmers in the PICs. 

Donor projects and programs that have a broader approach towards the agriculture sector are as 

important as the agriculture specific programs.  These provide the foundations towards 

commercial production as they force certain disciplines in the behavior of small farmers, if they 

wish to access funds, government and donor support etc. For example once a small family farming 

unit ‘formalises’, i.e., register their operations as a business in Fiji, they can apply to the National 

Centre for Small and Micro Enterprises Development for financial assistance and receive 

business advice and support to expand operations. 

                                                
49 For example one output, the Secured Transactions Act, will enable farmers to use moveable 
assets as collateral to secure loans.   
50 http://dfat.gov.au/aid/topics/investment-priorities/agriculture-fisheries-water/agriculture-food-
security/Pages/agriculture-food-security-initiatives.aspx 
51 http://dfat.gov.au/aid/topics/investment-priorities/agriculture-fisheries-water/agriculture-food-
security/Pages/agriculture-food-security-initiatives.aspx 
52 http://www.icdf.org.tw/ct.asp?xItem=12410&ctNode=29859&mp=2 
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5.4 Innovation in agriculture finance  
The effective and efficient delivery of finance and financial services to the agriculture sector is 

pivotal to the success of many developing nations desire and plans to uplift the lives of its people.  

In its publication, Agricultural Finance – Trends, Issues and Challenges, the German Government 

development agency GIZ, recognized that ‘after more than a decade of low recognition, the issue 

of agricultural finance is back – and frequently tops the international development agenda.  

International donors, politicians, and specifically the G20 are placing renewed focus on this long 

neglected topic.’ 53 

Traditionally, agriculture finance was a process where a potential borrower visited a financial 

institution, obtained the relevant underwriting criteria, completed the form and lodged his or her 

application together with all the requirements itemized in a checklist. Loan approval depended as 

often on the provision of satisfactory collateral as on an applicant’s ability to repay.54 Most farmers 

and rural dwellers often lacked collateral acceptable to banks and other lending agencies. This, 

coupled with other inhibitors to lending to the rural and agricultural sector led to a growing 

recognition amongst donor and multilateral lending agencies that there was a need to change the 

approach to agriculture sector financing if development strategies were to be achieved.  The 

development of innovative approaches included: a) financing models involving value chain 

finance approaches replacing traditional collateral with transaction-based or moveable types of 

security, b) risk mitigation and risk transfer models, and c) mobile and branchless banking service 

models to reduce transaction costs (IFC 2012)55.  To be effective, a new way of doing things must 

offer a suite of products to the rural poor that must go beyond traditional lending services. Other 

products could be considered and included savings, leasing, payments and insurance models. 

Technology advancements in various areas made the new approaches possible. A successful 

approach to delivering agricultural finance will combine or offer these services with the technical 

and commercial capacity involving all value chain links.56 

Much work has been done on analysing the various options available for value chain financing 

(VCF) as a new way of providing finance to the agricultural sector. To develop the conceptual 

basis for understanding VCF, it is useful to refer to the publication ‘Revolutionizing Finance for 

Value Chains’ 57 which describes the finance needs in VC as being a requirement for all actors, 

with three (3 ) main type of financing models available to them: 

Chain liquidity: short-term loans from suppliers or buyers within the value chain (trade credit, or 

chain credit). While it offers low costs (no charge interest, loans are informal and uncomplicated), 

low risk, tailor-made and improved chain efficiency. But there are also limitations of chain liquidity 

                                                
53 Agricultural Finance – Trends, Issues and Challenges, Dr. Frank Hollinger Deutsche Gesellschaft für Internationale 
Zusammenarbeit (GIZ) GmbH, July 2011 
54Formal financial institutions, especially commercial banks, have limited reach in rural areas. Furthermore, farmers 
often have difficulty obtaining loans due to inadequate collateral. In developing countries, 78% of the capital stock of 
business is in the form of movable assets such as machinery, equipment or receivables, yet most financial institutions 
do not consider these assets as good sources of collateral. Ibid. 
55 G-20 Global Partnership for Financial Inclusion SME Finance Sub Group: New Trends in Agricultural Finance 
Models G Global Partnership for Financial Inclusion (GPFI), ME Finance Sub-Group 
56. Agricultural Finance – Trends, Issues and Challenges, Dr. Frank Hollinger Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ) GmbH, July 2011 
57Revolutionizing Finance for Value Chains’ Lamon Rutten, Isolina Boto, CTA Brussels Office, for Brussels Rural 
Development Briefings, A series of meetings on ACP-EU development issues. 
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caused by the fact it relies on trust, it is for short-term, small amounts and a danger of 

dependency.  

Agricultural finance: financial services from commercial banks, microfinance institutions and 

other financial institutions that become chain supporters in one-to- one relationships with a chain 

actor. They include loans, deposits and insurance which, compared to chain liquidity, are longer 

term, involve larger amounts of money, are more transparent, and the risks of exploitation are 

considerably less. But agricultural finance also has its limitations: high transaction costs, a lack of 

information on borrowers’ creditworthiness, high risks, and the bad past performance of rural 

credit organizations. Microfinance institutions have few branches in rural areas or expertise in the 

agricultural sector and few offer financial services that are adapted to the needs of farmers and 

traders.   

Value chain finance: financial services that are based on cooperation in the value chain. Value 

chain finance is when one (or more) financial institutions link into the value chain, offering financial 

services which build on the relationships in the chain. The seller, the buyer and the financial agent 

work together, using the business relations in the value chain as a carrier to provide financial 

services. 

Much of the work published on agriculture finance deals with examples from larger countries 

where numbers make a lot of the changes to the delivery of agriculture finance cost effective, 

especially where technology is used to deliver these services. In  ‘Innovations in Rural and 

Agriculture Finance’, Renate Kloeppinger-Todd, Manohar Sharma, review 14 briefs that points 

out the importance of business realities faced by small farmers, including low education levels, 

the dominance of subsistence farming, and lack of access to financial instruments. These 

conditions mean that new and innovative institutions are required to reach small farmers. 

Emerging communication technologies provide new opportunities for rural banking by reducing 

business costs and alleviating information asymmetries. New financing instruments, such as 

weather index-based insurance and micro insurance, also have great potential for managing the 

risks faced by small farmers. In addition, bundling financial services with nonfinancial services 

like marketing and extension services offers new opportunities for small farmers to increase their 

productivity and incomes. Finally, an enabling policy environment and legal framework, 

enforcement of rules and regulations, and a supportive rural infrastructure all contribute 

immensely to making sustainable access to finance a reality. 58  

In the PICs, given the smallness of the economies, population sizes, distances from markets etc, 

the development of ‘new and innovative institutions … to reach small farmers’ may not be an 

appropriate pathway.  For the PICs, there are development financing institutions that have been 

in existence for some time. They are mandated by their own legislation to support development 

in their own countries with specific references to agriculture in some cases and some with 

functions articulated in a manner that will enable the institution to do anything it wants so long as 

it will leads to developments in the economy. Over the years, these DFIs have evolved with some 

continuing their development mandate especially in the rural and agriculture sector whilst others 

have leaned towards operating more and more as commercial banking operations because it is 

easier and safer compared to lending to the rural sector.  Commercial Banks and DFIs, (Non-

                                                
58 Innovations in Rural and Agriculture Finance, Edited by Renate Kloeppinger-Todd and Manohar Sharma, 
International Food Policy Research Institute, World Bank. 
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Bank Financial Institutions) play a major role in the provision of formal and semi- formal finance 

as depicted in the diagram below. 

 

Product and Financial flows within the value chain 
(Miller and Jones, 2010) 

Product and Financial 
 Flows within the value 
chain, presents a 
simplified framework 
for understanding 
value chain finance. 
This diagram illustrates 
that finance is provided 
by those within the 
value chain itself, as 
well as is provided by 
various types of 
institutional financing 
entities who provide 
financing to the chain. 
Products flow in one 
direction through the 
chain with varying 
levels of value addition 
at each level. 
 
Within the chain the 
finance flows in two 
directions, depending 
upon the particular 
value chain and/or 
region and the 
dynamics of the 
companies and 

participants involved. It is noted in the figure that those within the chain can be both recipient 
users of finance as well as suppliers of finance. Value chain financing is an approach to 
identify where the financing needs are, where the financing gaps, who can provide the 
financing, are and what are the ways to improving access to financing. 
 
Source: Adapted from Revolutionizing Finance for Value Chains’ Lamon Rutten, Isolina 
Boto, CTA Brussels Office, for Brussels Rural Development Briefings, A series of meetings 
on ACP-EU development issues 
 
 

 
 
The three types of financing models described previously as Chain liquidity, Agriculture Finance 

and Value Chain Finance exist in Fiji and in most of the PICs in one form or another, although 

participants in the particular model may not recognize it as such.  In the PICs there already exists 
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agriculture growing associations and cooperatives, non-bank financing institutions, community 

associations that can be used to be the conduit of a concerted drive to improve and enlarge the 

range of financial intermediaries to provide finance to the sector. The role of DFIs in the drive to 

improve the availability of finance for the rural and agriculture sector cannot be over emphasized, 

especially in the Pacific context.  

The failures of some DFIs in the past, led to a vacuum in the islands where this occurred and the 

withdrawal of donor support for DFIs across the region exacerbated the problems and probably 

led to the orientation of some DFIs towards much easier lending sectors. Donor agencies support 

and promotion for microfinance institutions whilst applauded and met a social need, was entirely 

erroneous in its assumptions that it could fill the role of DFIs in the islands. For example, the 

despite the presence of microfinance institutions in the PICs, amounts borrowed by members are 

often small with amounts borrowed not sufficient enough to make any real impact to increase 

agricultural production.59  In the Solomon Islands the push for the re-establishment of its 

development bank (DBSI) has reached the political level and the government has begun the 

process of assessing its options. To increase agriculture production with some hope of 

sustainability credit should be provided on a slightly longer term especially if farming activities are 

being started from scratch. Farming projects have longer gestation periods which may not be 

compatible with the way some microfinance institutions are set up. 

Funding. Developments in the PICs have been made possible with donor and multi- lateral bank 

support. Just as donor and multilateral development banks support has led to the recognition and 

support for value chain financing, attention should be given or directed to how internally generated 

funds by international and local businesses could be harnessed to  provide support for this very 

vital sector to PICs. Discussions should be held on seriously looking at international food imports 

and imposing a fee (percentage to be determined for each country) to be directed towards 

financing some of the PICs Agriculture Sector Policies – especially those aimed at increasing 

production. Discussions should also be held with the monetary authorities to consider legislating 

into law that all banks and insurance companies invest at least, say, 5% of their statutory reserve 

deposits into the agriculture sector directly or through a DFI that is involved in lending to the rural 

and agricultural sector. During discussions on this suggestions, commercial banks should also be 

‘encouraged’ to lend at least 50% (or a percentage to be determined) of the savings mobilized 

back to the specific area where these savings were mobilized.  Further research is required but 

there are always branches in commercial banks that are net suppliers of funds and there are 

those that are net users of funds.  

In conclusion, whilst various channels of agriculture financing exist, in the Pacific, the traditional 

method of bank/DFIs will continue to play a major role in being a source of credit. Value Chain 

Financing is an innovative way of providing credit to the sector and all financial institutions need 

to be encouraged to understand the mechanics involved. For the Pacific donor organizations 

should be encouraged to review their positions and look at providing capacity building and 

organizational upgrading of DFIs to enable then improve their ability to deliver. 

 

                                                
59 In Vanuatu, average borrowing by members was VT51, 720 pa (US$477) if they borrowed twice. 
Vanwood Microfinance Impact Assessment 2010, Vanessa Suen, Patricia Fred. 
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5.6 Summary 
 

Obtaining agriculture finance has been highlighted as a major issue together with high transaction 

costs, systemic risks, and inability of financial institutions to tailor products for the agriculture 

markets. Lack of hard data and the politically sensitive nature of agriculture are other challenges 

that farmers and rural dwellers face. The development of new ways of delivering finance through 

value chain financing still needs a reliable delivery mechanism and this is where development 

financing institutions can play a major role. Many Development Financing Institutions in the PICs 

have evolved since their establishment and have incorporated transparency, governance and 

accountability a part and parcel of their mode of operations. Donor funded regional activities like 

the Pacific Private Sector Initiative have been instrumental in creating the enabling environment 

through various activities.60 Commercial banks like insurance companies serve a vital purpose in 

the PICs and have very profitable operations and should be encouraged to participate more in 

the countries they are operating in by investing more into the rural and agricultural sectors. This 

can be achieved through specific instruments (bonds) to be created. Donors and multilateral 

development banks have played a large role in the development of PICs and it is now time for 

them to review their performance and role in the agricultural sector. 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
60 For example it has been able to reduce the number directors in State Owned Enterprises that are elected officials or 
public servants from 43% in 2010 to 6% in 2016. During the same period it has also trained 540 directors on corporate 
governance training. 
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6.0 De-risking the Value Chain in PICs  
 

6.1  Introduction  
 

Value Chain (VC): The United Nations Industrial Development Organization (UNIDO) described 
value chain ‘as the entire range of activities required to bring a product from the initial input-supply 
stage, through various phases of production, to its final market destination. The production stages 
entail a combination of physical transformation and the participation of various producers and 
services, and the chain includes the product’s disposal after use.’61 For instance, agro-food value 
chains encompass activities that take place at the farm or rural level, including input supply, and 
continue through handling, processing, storage, packaging, and distribution. As products move 
successively through the various stages, transactions take place between multiple chain 
stakeholders, money changes hands, information is exchanged and value is progressively added.  
 
Value Chain Analysis (VCA): Again, UNIDO defines VCA as ‘identifying chain actors at each 
stage and discerning their functions and relationships; determining the chain governance, or 
leadership, to facilitate chain formation and strengthening; and identifying value adding activities 
in the chain and assigning costs and added value to each of those activities. The flows of goods, 
information and finance through the various stages of the chain are evaluated in order to detect 
problems or identify opportunities to improve the contribution of specific actors and the overall 
performance of the chain.62 
 
Value Chain Finance (VCF) refers to the flows of funds to and among the various links within a 
value chain. It is simply the act of ensuring that funds are available at each value point to ensure 
that products (fresh or processed) are delivered to its intended user in a sustainable manner.   
VCF relates to any or all of the financial services, products and support services flowing to and/or 
through a value chain to address the needs and constraints of those involved in that chain, be it 
to obtain financing, or to secure sales, procure products, reduce risk and/or improve efficiency 
within the chain. It refers to both internal and external forms of finance: 
• Internal value chain finance is financing that takes place within the value chain, such as when 

a supplier provides credit to a farmer or when a lead firm advances funds to a market 
intermediary. 

• External value chain finance is financing from outside the chain made possible by value chain 
relationships and mechanisms; for example, when a bank issues a loan to a farmer based on 
a contract with a trusted buyer or a warehouse receipt from a recognized storage facility. This 
definition of value chain finance does not include conventional agricultural financing from 
financial institutions such as banks and credit unions to actors in a chain unless there is a 
direct link with the value chain as noted above.63 

 

6.2 Analysis of relevant value chain models in other developing countries 
The Value Chain model for Rice64 (below) depicts a typical agricultural value chain. It is self-
explanatory and shows the function for each stage of the process, the actors (who is involved) 

                                                
61 The United Nations Industrial Development Organization, Agro Value Chain Analysis and Development, Staff 
Working Paper, p.10 
62 Ibid, p.13 
63 IFAD, Agriculture Value Chain Finance, Strategy and Design, Technical Note. p8 
64 Nico Janssen, Ranjan Shrestha, Cta.int/Dossiers/Commodities/ Rethinking/Knowledge-along-traditional-
rice-value-chains-a-practice-based-approach-are-there-lessons-for-Sub-Saharan-Africa.html 
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and the activities - what is being done that propel the product towards its final destination – where 
it is consumed. Most other value chains will follow this general outline which may vary depending 
on the product. 
 

 
Source: Shrestha, 2012 

 
Identifying each stage of the chain makes it easier to determine the flow of funds needed to 
support the smooth functioning of the VC as well as the income which will be generated and how 
much. This is essential for transparency and building trust among VC actors. 
 
The following case studies were reviewed: Comparative analysis of tomato value chain 
competitiveness in selected areas of Malawi and Mozambique and the Coconut Value Chain 
Analysis in the Solomon Islands. These two case studies more or less followed the above model. 
 

6.2.1  Tomato VCA Malawi and Mozambique 65 
The first case study examines the tomato value chain performance in Malawi and Mozambique 
using data collected from a market study commissioned by the International Centre for Tropical 
Agriculture as part of a regional research on conservation agriculture in maize-based farming 
systems in Sub-Saharan Africa.  
 
The objectives of the analysis were: 
• To determine private costs and profitability of different stages in the value chain. 
• To understand cost composition of smallholder farm production: identify major costs components 
therefore isolate areas of possible new investments or other activities that will impact on the 
profitability and growth prospects. 
• To measure baseline trade competitiveness among smallholder farmers that will benefit from 
the project: explored farmers’ competitiveness in regional and global markets and assess how 
best to access such markets and optimize returns. 
 
 
 

                                                
65   Nelson Mango, Lawrence Mapemba, Hardwick Tchale, Clifton Makate, Nothando Dunjana, Mark Lundy 
and Caroline Elliott. Cogent Economics & Finance, 2015, vol. 3, issue 1, 1088429 
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Lessons Learned 
1. Value of aggregating farmers/ producers in to cluster - power of groups. 
2. Usefulness of value chain analysis –preliminary analysis showed that Mozambique tomato VC 
was more profitable but on completion of the intervention and further analysis, the profitability of 
the Malawi VC was slightly better. 
3. Productivity gains is the most important factor for improving farmer returns in improving 
agricultural competitiveness. 
4. Reducing/ controlling transportation costs is important. Government interventions e.g. 
subsidies help in reducing input costs and improving physical infrastructure – access to markets. 
 

Malawi’s relative competitiveness in tomato is mainly due to slightly higher productivity 
and the cost advantage in labor (low wages) and irrigation. 
 

6.2.2  Coconut VCA Solomon Islands66 
In the second case study coconut, which plays such a major role in the lives of the people of the 

Solomon Islands is considered. The value chain analysis aimed to identify the most promising 

opportunities for increasing the contribution of coconuts and coconut products to rural livelihoods 

and to the national economy.  

Lessons Learned 
1. Strengthening regulatory measures, and the linkages between the commercial actors and the 
regulatory and technical support agencies as well as measures to improve financial literacy and 
business management skills of value chain actors would improve the quality of the copra.  
2. Improving the availability of financial services would benefit value chain actors, especially the 
traders, processors and exporters.  
3. Establishment of a matching grant and technical support facility, modelled on the PNG 
Productive Partnerships in Agriculture Project (PPAP) would support the development of stronger 
commercial partnerships between coconut growers and upstream value chain actors, engaged in 
higher value coconut products – e.g. virgin coconut oil (VCO), biodiesel, coconut cream, export 
of fresh nuts etc.  
4. Upgrading of key marketing infrastructure will facilitate efficiency.  
5. Initiating a long-term coconut replanting program, beginning with the selection of mother palms, 
and establishment or rehabilitation of coconut seed gardens necessitated public and private 
investments. Both the MAL and commercial partners needed to collaborate in the development 
of seed gardens and seedling distribution.  
 
Summary of Lessons Learned 
Both cases demonstrated the importance of identifying the cost drivers and the ‘real’ costs at each 

stage of the VC. 

1. For small agriculture producers forming groups or clusters of like-minded producers will provide 

the platform for serious negotiations about the prices they pay for input supplies and also for what 

they receive from buyers.  

                                                
66 SOLOMON ISLANDS COCONUT VALUE CHAIN ANALYSIS JANUARY 2014 (Revised February 2014) David 
Young and Moses Pelomo World Bank, Australian Department of Foreign Affairs and Trade, International Fund for 
Agricultural Development 
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2.  Strategies for enhancing productivity gains (e.g. accessing new or improved technologies) and 

improving product quality and process efficiencies including reducing transportation costs and 

postharvest losses require VC financing for improving the returns to farmers and other VC actors. 

3. Government and donor support as well as private sector financing are vital for the success of 

any agricultural project. 

 

6.3 Value chain models for PICs and Risk Parameters 
 
The following table (Table 7) adopted from Vorley (2008)67, illustrates the typical organization of 

smallholder production that highlights the relation of farmers to market and/or the larger system. 

The model is characterized by the main driver; producer, buyer, facilitator or integrated of the 

value chain, and the rationale or objective.  

 
Table 9: Typical Organization for smallholder production 

Model   Driver of organization Rationale 
Producer-driven  Small-scale producers 

especially when formed into 
groups such as 
associations or 
cooperatives 

 Large scale farmers 
 

 Access new markets; 

 Obtain higher market price; 

 Stabilize and secure market 
position. 

Buyer-driven  Processors; 

 Exporters; 

 Retailers; 

 Traders, wholesalers and 
other traditional market 
actors 
 

 Assure supply; 

 Increase supply volumes; 

 Supply more discerning 
customers-meeting market 
niches and interests. 

Facilitator-driven  NGO’s and other support 
agencies; 

 National and local 
governments 

 Make markets work for the 
poor; 

 Regional and local 
development. 

Integrated  Lead firms; 

 Supermarkets; 

 Multi-nationals 

 New and higher value 
markets; 

 Low prices for good quality; 

 Market monopolies. 

 
Moschini and Henessy (2001), discuss sources of uncertainty in agriculture, singling out four 

different sources:  

 Production uncertainty  

o The amount and quality of the output that will result from a given bundle of 

production decisions are not known with certainty. Uncontrolled elements such as 

weather conditions play a fundamental role in agricultural production.  

 Price uncertainty. 

                                                
67 Bill Vorley (IIED), Business models that are inclusive of small farmers, Paper prepared for FAO and 
UNIDO as background to the Global Agro-Industries Forum, New Delhi, 8 - 11 April 2008. 
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o The price of the output is typically not known at the time the production decisions 

are taken. Inelastic demand is often cited as a main explanation for agricultural 

price variability.  

 Technological uncertainty 

o The evolution of production techniques may make quasi-fixed past investments 

obsolete. Research and development efforts are typically not made at the farm 

level but at the input supplier firm level.  

 Policy uncertainty 

o The general economic policies that affect agriculture as any other sector (taxes, 

interest rates, exchange rates…)  

 
Turning around the dire food and nutrition situation in the Pacific region will depend on many 

factors, but certainly cannot be done unless there are incentives to produce and improve access 

to healthy, local and varied agricultural products (fresh and processed) at an affordable price for 

consumers. Access to financing and investment opportunities for value chain development are 

critical.  

 

6.4 Proposed Risk Management Framework  
Agriculture is typically characterized by a complex system of government interventions, changes 

in which may create risks for agricultural investment. Farmers, agribusiness entities and 

governments themselves are exposed to potential risks. Many approaches can be employed to 

manage agriculture-related risks, and often several need to be applied within an overall risk 

management framework.  

Risk management strategies involve risk mitigation, risk transfer, and risk coping. Formal (market-

based) approaches (including agricultural finance and insurance) allow disciplined financial 

management of risks but are often challenging to implement in developing countries and may not 

be suitable for managing extreme risks or disasters. Informal approaches are much more 

frequently found at the farmer level in developing countries. These include savings, household 

buffer stocks, community savings, and non-formalized mutual.  

The framework below (Figure 1) is recommended for use to identify potential risks in value chains, 

assessing their likely severity, developing a process for mitigating their impact on the chain’s 

performance, and evaluating the effectiveness of the response process if any of the identified 

risks occur.   

Each time a risk occurs and the chain responds, or a chain reviews its strategies or contingency 

plans, a review should be conducted of the effectiveness of the risk management approach.  This 

way, risk management becomes a reiterative process and an important aspect of the chain’s 

continual improvement program.  

 



 

38 
 

 
Figure 1: Figure 1: Component of a Risk Management Framework for Agriculture (Figure adjusted from: Mahul and 
Stutley (2010), Towards an Agricultural Risk Management Framework for the Caribbean 

 

With respect to managing risks at the farm level, risk reduction, mitigation and coping strategies 

have been identified, refer to Table 11 below. 

 
Table 10: Possible farm risk management and strategies 

 Farm/Household/Community Market Government  

Risk 
Reduction 

Technological choice Training on risk 
management 

Macroeconomic 
policies Disaster 
prevention (flood 
control)  
Prevention of 
animal diseases  
 

Risk 
Mitigation 

Diversification in production 
Crop sharing  
 

Futures and options 
Insurance Vertical 
Integration 
Production/marketing 
Contracts   

Spread sales 
Diversified 
financial 
investment Off-
farm work  
 

Risk Coping Borrowing from 
neighbors/family Intra-
community charity  
 

Selling financial assets 
Saving/borrowing from 
banks Off-farm income  
 

Disaster relief 
Social assistance 
All agricultural 
support programs  

Source: OECD Secretariat based on Holzmand and Jogersen (2001) and OECD (2001). 

 

1. Idenfity objectives/target

Social vs commercial objective:

• Traditional farming sector

• Emerging farming sector

• Commercial farming sector

• Subsistence farming sector

2. Agricultural Risk Assessment

• Risk identification

• Risk quantification

• Vulnerability assessments

• Risk prioritization

3. Risk management Strategy

• Prevention

• Transfer

• Coping

4. Resources

• Data management 

• Regulatory/supervisory/farmework

• Information and education

• Technical expertise

• Program administration and monitoring
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The cost of the risks in value chains can be shared by different actors and each should undertake 

a risk assessment. For example, the case of “Fiji Red” papaya exports shows the exporter risk 

assessment, value added to the final product and the share of the final selling price. 

 
Table 11: “Fiji Red” papaya exports to Auckland:  exporter contribution, reward and risk 

Exporter What the exporter contributes 
to the final product (value 
added) 

The exporter’s share of 
the final selling price to 
the consumer 
 

Exporter risk 
assessment 
 

 Transports, packs and grades, 
arranges and pays for quarantine 
treatment, finds markets and 
arranges air freight, etc. 
 

The price of papaya loaded 
on the aircraft (fob price) 
minus the farm gate price of 
the papaya 
 
Estimated export share of 
consumer purchase price: 
12.6% 

High: Post-harvest 
losses; importer 
claims for poor 
quality, delay in 
payments from 
importer; product 
offloaded due to 
lack of airline space; 
market access 
problems, etc. 
 

Source: Agriculture Value Chain Guide for the Pacific Islands, May 2014 

  
 
Risk mitigation 
Because weather so strongly impacts livelihoods in PICs, farm households and their communities 

are motivated to develop and improve strategies to cope with and manage weather risks. At a 

macro level risk management strategies available to households can be grouped into three 

categories.  

 
i. Households and communities employ risk management strategies that include crop and 

labor (on and off farm) diversification, risk pooling arrangements among peers or family 
members, sharecropping, investing in semiliquid assets such as livestock or buffer stocks, 
farmer self-help groups, and loans from moneylenders.  

 
ii. Markets create mechanisms to help farm households manage weather risks, including 

new technology; improved seed varieties; formal financial services, including savings, 
lending, and insurance; risk-sharing arrangements with input suppliers and wholesalers; 
and information technology tools.  

 
iii. Governments make investments to help farm households manage weather risks. 

Governments can provide state-sponsored lending and insurance services; infrastructure, 
including roads, electricity, and water; educational services; research and development 
funding to improve technology used in agriculture; weather data and information systems; 
and disaster relief. Yet, because government resources in lower-income countries are 
limited, many households will not have access to most of these services. For example, 
disaster relief is often slow in coming and may not reach the households most in need. 
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Thus, government help can be useful when households receive it, but in many cases, may 
not be something on which households can rely.  

 
While many of the strategies described above can help households cope with the impact of low 

and moderate weather risks, these strategies are likely to be ineffective in the case of larger 

weather shocks as experienced in the recent cyclones in Vanuatu (Pam) and Fiji (Winston). 

Major disasters render household strategies inadequate for several reasons. First, diversification 

strategies will not adequately protect households in a major disaster that affects all sources of 

farm incomes. Crop diversification strategies may fail as households are likely to experience 

losses to both cash crops and subsistence crops because of catastrophic weather. Labor 

diversification strategies can also fail because labor income may also be tied to a good crop. 

Laborers who earn income from harvesting, transporting, or processing local commodities will 

also suffer from a catastrophic event that affects farm production.  

Second, catastrophic weather events affect whole communities, causing intercommunity risk-

pooling arrangements to break down. Strategies of reciprocity and risk pooling among neighbors 

and family members will fail if everyone is suffering from the same catastrophic event.  

Moneylenders, input suppliers, and wholesalers are also likely to have losses from defaults as 

the entire the community is suffering. As households cope with losses, certain savings strategies 

such as owning livestock are also likely to break down as many households attempt to sell 

livestock at the same time, depressing local prices.  

Finally, the development of formal lending and insurance services for agricultural production (and 

other stages of VC development) is also constrained by, among others, the risk of weather shocks 

as local lenders and insurers who operate in a single geographic area are often unwilling to extend 

loans and insurance to farmers (and other VC actors) because their losses would be too great if 

a catastrophic weather event occurred. Weather shocks can create high rates of loan defaults for 

bankers or indemnity payouts for insurers. Thus, many farm households and other VC actors lack 

access to formal credit and weather insurance because catastrophic risks are too high for local 

financial service providers68. 

 

 Beyond the resources held within projects, those of the Secretariat of the Pacific 
Community and University of the South Pacific and those held by agribusiness 
entrepreneurs and farmer organization’s themselves, there is no apparent center of 
excellence in value chain development nor is there a value chain community of practice. 

 Risk-informed development and finance strategies need to take into account a diverse 
range of risks. For example, investments in sustainable and resilient infrastructure will be 
critical to build resilience against shocks such as earthquakes and extreme weather 
events. At the same time, it is also essential to ensure that financing instruments used for 
these investments do not worsen other risks such as macroeconomic instability and debt 
distress. 

 Another issue is the lack of market access roads to service small producers, especially in 
the interior of Fiji, Solomon Islands, and Vanuatu. And in places where there are roads 

                                                
68World Bank. Forum for Agricultural Risk Management in Development (FARMD). The World Bank's Risk 

Mitigation for Smallholder Agricultural Production in the Caribbean Course. Module 1.2: Adaptation Measures for 

Weather Risks. Online training course at - 

https://www.agriskmanagementforum.org/content/world-banks-caribbean-smallholder-farmer-course. 
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leading to markets there are not enough vehicles that can carry farm produce. Post-
harvest technology and facilities need a great deal of attention from governments and the 
private sector.   

 The formation of registered associations to effectively represent farmers, processors and 
exporters at district, national and regional levels should be considered. Some associations 
and agencies are in place but they do not fully represent the interest of the all the players 
along the value chain.  
 

6.5 Summary 
 Innovative business models and contractual arrangements need to be developed and or 

shared to enable smallholder farmers to be linked to medium/large-scale agribusiness 
enterprises and more effectively with market intermediaries. 

 Private sector investment programmes and public–private sector partnerships initiatives, 
offer opportunities to inform the policy debate on the barriers faced by the private sector 
in value chain development as well as to identify innovations in value chain practice which 
may be taken up and supported.  

 Higher emphasis must be placed on the establishment of agribusinesses and farm 
enterprises in rural areas in order to mitigate the pressures of migration to major urban 
areas  

 Market access constraints including cost of attaining quality and food safety certification 
for export market value chain development need to be resolved. 

 Longer term financial viability of agricultural value chains require investments be made to 
support the adoption of more sustainable production practices.  

 
 

7.0 Overall Conclusions and Recommendations  
The many vulnerabilities and challenges that are faced by the seven Pacific Island Countries have 

been well documented in this study. The vital role that the agricultural sector plays in the lives of 

the people in the PICs and the huge potential benefits that  can be derived if the recommendations 

are taken forward.  

The majority of the populations reside and make their living in the rural areas with agriculture and 

agriculture based activities as their major source of livelihood, and for food and social security.  

For PICs, agriculture is an important engine of economic growth and it can also act as a natural 

hedge against global economic and financial turmoil, often more effectively than other sectors. 

There is clear evidence that policy makers recognize the potential that the sector offers as a 

development vehicle, and as a tool to be utilized to reduce poverty, however major challenges 

and constraints exist. These challenges have been clearly identified with solutions developed but 

uptake and implementation of these solutions have been slow and nonexistent in some cases. 

The limited / lack of finance, access to finance and investment has been largely driven by 

perceived risks and perhaps the lack of political will to invest in the sector. 

Innovations in the delivery of finance to the rural sector have revolved around value chain 

financing and the mechanics of delivering that finance to the value chain participant involved at a 

particular stage in the chain. Given the challenges faced by banks and financiers (supply side) 

and based on their underwriting rules, it becomes apparent why it is difficult for them to assist. 

Demands for regulators and supervisors actually make it difficult to wander far or at all from their 
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prescribed risk parameters. Development financing on the other hand has always required a 

totally different approach, starting from its enabling acts, the way it is capitalized, to its prescribed 

risk assessments.  

None of the PICs have specific legislations or laws governing the provision of agriculture finance, 

except for those laws that reside in the enabling acts for the various development financing 

institutions (DFIs). All the PICs involved in this study have at some stage in their development, 

established their own DFI that are policy instruments to foster government’s economic and social 

development policies (in some cases).  All their charters of establishment include a function to 

provide financing for the economic development of the country, some mention the agriculture 

sector directly and provide wide ranging powers on what it can do in support of this requirement. 

Initially donors and multilateral development banks supported these organizations but abandoned 

them when these DFIs failed to perform up to expectations. Perhaps it is time to review this 

position and work on the existing DFIs in the PICs, review existing performance and assist direct 

the future  towards agriculture (if not a focus area yet) and value chain financing as the core 

approach to assisting farmers. DFIs need to understand that they may need to be involved with 

all the participants in the value chain in order to make a success of lending to the VC participants.  

The review carried out in this study on agriculture value chains drew these broad conclusions that 

should be part of any value chain considerations in the Pacific: 

 
1.  The importance of groups or clusters. For small agriculture producers forming groups 

or clusters of like-minded producers will provide a platform for serious negotiations about 
the prices they pay for input supplies and also for what they receive from buyers.  

2.  Productivity gains. Strategies for enhancing productivity gains (e.g. accessing new or 
improved technologies) and improving product quality and process efficiencies including 
reducing transportation costs and postharvest losses requires VC financing for improving 
the returns to farmers and other VC actors. 

3.  Government and donor support as well as private sector financing are vital for the 
success of any agricultural project. Governments need to also provide the platform for 
success by ensuring that the regulatory environment is conducive to the development of 
improving agriculture based ventures. For example, simplifying business registration 
processes as they are now doing in some PICs and providing qualified on the ground 
support (agricultural extension officers) for farmers 

 
Donor support to the agriculture sector in the PICs can be summarized as being agriculture 

specific, or those that assist create and enabling environment that enables agricultural ventures 

survive in a sustainable manner. Agriculture specific projects help boost production level, improve 

quality and is the first step towards graduating from subsistence to semi commercial operations 

for small farmers in the PICs. Donor projects and programs that have a broader approach towards 

the agriculture sector are as important as the agriculture specific programs.  These provide the 

foundations towards commercial production as they force certain disciplines in the behavior of 

small farmers and SMEs, if they wish to access funds, government and donor support etc. These 

enabling programs play an important role for example in facilitating security over moveable 

assets. 
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Obtaining funds to support the agriculture sectors in each country has always been full of 

challenges. Developments in the PICs have been made possible with donor and multi-lateral bank 

support. Just as donor and multilateral development banks support has led to the recognition and 

support for value chain financing, attention should be given or directed to how internally generated 

funds by international and local businesses could be harnessed to provide support for this very 

vital sector to PICs.  

Discussions should be held on seriously looking at international food imports and imposing a fee 

(percentage to be determined for each country) to be directed towards financing some of the PICs 

Agriculture Sector Policies – especially those aimed at increasing production. Discussions should 

also be held with the monetary authorities to consider legislating into law that all banks and 

insurance companies invest at least, say, 5% of their statutory reserve deposits or investments in 

the agriculture sector directly or through a DFI that is involved in lending to the rural and 

agricultural sector. During discussions on these suggestions, commercial banks should also be 

‘encouraged’ to lend at least 50% (or a percentage to be determined) of the savings mobilized 

back to the specific area where these savings were mobilized 
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Appendices 

Appendix 1 Organizations Visited/Contacted  
 
The following organizations were visited as part of the research/survey/fact finding: 
• PIFON – Legalega, Nadi 
• Vanuatu Agriculture Development Bank  
• ADFIP Secretariat, Suva,  
• Fiji Development Bank 
• ANZ Bank, Fiji 
• HFC Bank 
• Bank South Pacific Fiji 
 
1.0 List of people contacted/ interviewed  
List of key informants was developed and some 15 people were contacted of which 13 were available and 

interested to discuss the subject matter respectively value chain development and activities and agricultural 

portfolios held with banks. Outputs from these meetings/conversations/discussions are factored into the 

report in the relevant sections. 

 
• Lavinia Kaumaitotoya – Project Manager, PIFON 
• Peter Tari - Deputy Governor of Reserve Bank of Vanuatu 
• Santos Vatoto – Business Relationship Manager Bred Bank Vanuatu 
• Thomas Pakoa – Chief Executive Officer, Vanuatu Agriculture Development Bank 
 
2.0 Summary of discussions with PFIP (Mr Krishnan, Mr Prasad, Mr Bovoro, Mrs Tuisawau) – Friday 

10th November 2017, from 10.00 am to 11.00 a.m. 

 In the Pacific there is no financial assistance for agriculture, particularly for famers/farming. 

  Fiji in 2010 there was a Provisional Guideline Booklet introduced by RBF (make reference to this 

booklet 

 Use India as an example – idea is to help the priority sectors 

 Private Sector involvement – look at FMF and its operations in the region. Also look at the Coconut 

production in the Solomon Islands; small loans given to 800 women o plant chillies through the 

financial assistance program, where the planting process had certain parameters to adhere too.  

 Need to be specific about “who the stakeholders are” 

 Map the players along the value chain, e.g. NDMO, FMF, Weather Office, Meteorological Office 

Nadi/Suva 

 Legislation – there is NO Legislation in the region 

o Issues on legislation; very few local banks, meaning that the ease of doing business is not 

there 

  A project in India – Chapoula – what this was primarily cooperative banks set up at the village 

levels having three tiers;  

I) Village level 

II) District/block               Note this may not suit the Pacific 

III) National level 

o Need to request to meet RBF officials – namely Esala Masitabua 

o Request to meet with officials from the Bank of Baroda 
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 Across Pacific land titles 

 Secured transactions payments, Solomon Islands as an example 

 For Fiji lack of credit bureau 

 Problem with access to market 

 Global imagination is inevitable due to development 

 Look up Value Chain Financing – reference to the PFIP Blog  

o Example from the Solomon Islands Coconut Pacific Industry – three grades of oil 

o Coconut Juice is the only wastage – perhaps an avenue to generate income 

o Locals are employed – merchant at ANZ 

 ITC India – research up on this company 

o CSR 

o An alternative to Tobacco 

 Credit Legislation scheme – no legislation to back this up 

 Regarding Central banks in Kiribati and Cook Islands – Kiribati has no such institution and Cook 

Islands come under New Zealand 

3.0 Meeting with the Project Team at PIPSO at the PIPSO Board Room, Suva. Friday 10th November 

2017 

 The project team’s mandate is to promote Nutritious Food Systems in the Pacific 

o Basically advice farmers on the nutritious side of crops to plant 

o In partnership with Ministry, private sector business 

o Also working with groups for HACCAP Certification  

 No legislations but policies 

4.0 Interview with Project Manager at PIFON Legalega, Nadi 

i. Possible questions for PIFON officials – in regards to the second bullet point of the TOR 

a. Their main purpose – covered in website 

b. Conduct an assessment to the risks to value chain development in the Pacific – covered in 

handbook that is available on webpage. Note that there is an Agriculture Value Chain guide 

for the Pacific on webpage  

c. Value Chain – seek clarification on the following; 

i. On the selection of the value chain method 

d. Is Value chain development the correct approach? 

e. Are appropriate selection criteria being used? 

f. Has the value chain selection based on evidence and methodological? 

g. Was stakeholder’s part of the process in the selection of the value chain? 

h. Nature and diversity sufficiently understood”? 

i. Are youths considered in this value chain process? 

j. Are gender based constraints adequately understood? 

k. Poverty issues – are these adequately covered? 

Project Manager made reference to lessons learnt from Value Chain training workshops organized and 

conducted by PIFON 

 Value chain development the right approach 

 Stakeholders were part of the selection of value chain 

 The most successful value chains have been built around niche markets and/or seasonality. 

 Gradual stepwise development is a feature of successful niche market value chains. 

 Bulk commodities are now shifting slowly toward niche market exports. 
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 Premium quality products are imperative for the commercial viability of niche market exports from 

small remote locations.  

 In successful value chains, agribusinesses “pull” the products through the chain.   

 There is a need to respond to the “tyranny of isolation” and diseconomies of scale, if farmers from 

outer-island and interior locations are to benefit from value chains.  

 Technology plays an important role in providing market access and improving efficiency. 

 There is a need to provide smallholder farmers with the necessary information and technical skills.  

 Market access constraints for export market value chain development are very difficult to resolve. 

 There is a role for public-private partnerships in value chain development. 

 Longer term financial viability can depend on more sustainable production practices being adopted.  

 Continuing donor and technical assistance is likely to be needed for many chains to reach 

sustainable profitability 

 

5.0 Interview with Mr Thomson Pakoa, CEO, Vanuatu Agriculture Development Bank 

 There is no central marketing system  

 There is no government funding for Agriculture 

 Funding does not allow for risky business 

 Lack of infrastructure  

 

6.0  Websites 

i. http://www.undp.org/content/dam/undp/library/SDGs/English/Global%20Trends_UNDP%20and%2

0UNRISD_FINAL.pdf 

ii. http://www.fao.org/3/a-an427e.pdf 

iii. http://makingtheconnection.cta.int/sites/default/files/Value-Chain-Mapping-part-1.pdf 

iv. file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/Flori

cultural-Value-Chain-Case-Studies-in-Fiji-Solomon-Islands-and-Papua-New-Guinea.pdf 

v. https://spccfpstore1.blob.core.windows.net/digitallibrary-

docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-

11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-

07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-

stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2

014_Final.pdf%22 

vi. http://makingtheconnection.cta.int/sites/default/files/Value-Chain-Mapping-part-1.pdf 

vii. https://www.ifad.org/documents/10180/3eb1cea0-b27e-4a38-b7d9-1c439373944e 

viii. https://www.ifad.org/documents/10180/47f532bb-087a-4707-ad68-1d3a6231db0b 

ix. file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/FAO

.H.%20Bamman.pdf 

x. http://www.rbv.gov.vu/attachments/article/371/JUNE%202017%20QER.pdf 

xi. Bammann, H., Norman, D. and Wairua, M., 2005. Empowering Small Farmers Through Capacity 

Building of Government Service Providers: lessons from short-term projects in the Pacific Island 

countries, International Farming Systems Global Learning Opportunity, Rome 

xii. (https://ag4impact.org/sid/socio-economic-intensification/building-social-capital/agricultural-

cooperatives/, 2016) 

xiii. (https://ag4impact.org/sid/socio-economic-intensification/building-social-capital/agricultural-value-

chains/, 2015) 

 

http://www.undp.org/content/dam/undp/library/SDGs/English/Global%20Trends_UNDP%20and%20UNRISD_FINAL.pdf
http://www.undp.org/content/dam/undp/library/SDGs/English/Global%20Trends_UNDP%20and%20UNRISD_FINAL.pdf
http://www.fao.org/3/a-an427e.pdf
http://makingtheconnection.cta.int/sites/default/files/Value-Chain-Mapping-part-1.pdf
file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/Floricultural-Value-Chain-Case-Studies-in-Fiji-Solomon-Islands-and-Papua-New-Guinea.pdf
file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/Floricultural-Value-Chain-Case-Studies-in-Fiji-Solomon-Islands-and-Papua-New-Guinea.pdf
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
https://spccfpstore1.blob.core.windows.net/digitallibrary-docs/files/4f/4f8179af1e7d3b34c0d61af9eacde03e.pdf?sv=2015-12-11&sr=b&sig=nAKbxTzM8W3RZBT%2BQ%2B2ViopwK9HGDM055ukhCcudp5g%3D&se=2018-07-11T23%3A42%3A32Z&sp=r&rscc=public%2C%20max-age%3D864000%2C%20max-stale%3D86400&rsct=application%2Fpdf&rscd=inline%3B%20filename%3D%22Annual_Report_2014_Final.pdf%22
http://makingtheconnection.cta.int/sites/default/files/Value-Chain-Mapping-part-1.pdf
https://www.ifad.org/documents/10180/3eb1cea0-b27e-4a38-b7d9-1c439373944e
https://www.ifad.org/documents/10180/47f532bb-087a-4707-ad68-1d3a6231db0b
file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/FAO.H.%20Bamman.pdf
file:///C:/Users/Admin/Documents/Work%20Documents/CTA%20Consultancy%20documents/FAO.H.%20Bamman.pdf
http://www.rbv.gov.vu/attachments/article/371/JUNE%202017%20QER.pdf
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Appendix 2 General Objectives for the 1% Interest Government Development Loans 

 

TONGA DEVELOPMENT BANK 

Pursuant to article 5, the Government shall provide to the TDB funds of up to T$3,550.000 to be on‐lent at 

1% interest. The TDB shall on‐lend funds at 1% interest, to facilitate the general objectives outlined below 

and specific objectives in Annex 4. All funds on‐lent under the categories below must be repaid by the 

Borrower to the TDB within the periods stipulated. 

In the event that a Borrower defaults in the repayment of his loan - the usual default notification and loan 

recovery processes of the TDB will apply; and if required, the TDB shall pursue legal proceedings to recover 

the loan amount due. 

Subject to Annex 6.2(e), where the Borrower does not settle his full loan amount at the end of the TDB's 

loan recovery process, the Borrower will not qualfy for any future loans under this Agreement. 

While servicing an existing loan, a Borrower may apply for an additional loan under this Agreement provided 

that, after due consideration, the TDB has assessed that: 

• the Borrower is up to date with all current loan repayment; and 

• the Borrower will have the ability to service the new loan as will as maintain repayment for the existing 

loan. 

• The TDB shall apply the maximum loan ceilings outlined in the table below in respect of each Fund.  

Objectives 

Funds General Objectives Repayment 
Period 

Max Loan  
  

Agriculture 
Development Fund 

1. As a matter of priority, to boost exporter’s 
confidence by providing a facility to allow the 
early payment to primary producers for their 
exports 
2. Investment in expanded agricultural 
production and value added activities. 
 

Repaid within 
2 years 

T$100k. 

Fisheries Development   
Fund  
 

1. Assist fishermen, vessel owner and exporters 
to generate increased exports, income and 
employment in the fisheries sector. 
 

Repaid within 
2 years  
 

T$30k 

Tourism Loan Fund
  
 

1. To promote the development of new tourism 
products and event. 

2. To improve the quality of small‐medium 
accommodations 
3. To develop a clean and beautiful tourist 
environment 
4. To support and encourage community 
participation in development of heritage sites 
and cultural events 
5. To support coordination within the tourism 
sector 
  

Repaid within 
2 years 

T$50k 
 

Manufacturing Loan 
Fund 

1.To promote the development of competitive 
and value added products 
To stimulate innovation and product 
diversification 

Repaid within 
2 years  
 

T$50k 
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2.To support production and marketing capacity 
of export ready manufacturers 
3.To promote and encourage cooperation and 
coordination in manufacturing sector 
 

Education Loan Fund
  
 

1. To promote and enhance the academic and 
professional skills of Tongans that need to 
further their study abroad but cannot afford the 
costs, diploma level and upwards. 
2. To support qualifications from a Tonga 
National Qualifications and Accreditation Board 
(TNQAB) accredited institution at the diploma 
level and above. 
 

Repaid within 
4 years 

T$50k 
 

 

Appendix 3 Islands Business - on Marshall Islands Development Bank 
 

“Marshall Island Development Bank Plans Bold Measures to Expand Economy” 

Majuro, Marshall Islands – October 12, 2015 The Marshall Island  

Development Bank (MIDB) plans to lend $15m to commercial enterprises in the next 5 years in its efforts 

to revitalize its commercial lending operation, to stimulate private enterprise development and expand the 

economy. In addition it will lend $3m for housing and $5m for new consumer loans, to increase new loans 

to $23m in the next 5 years. 

Furthermore, the Bank plans to attract another $40m from external development financiers to co-finance 

projects, which are beyond its ability to finance alone. 

It will also set up three new branches in outer islands to enable the Bank to extend its services to outer 

island communities with financial products like microcredit, which are tailored to their needs. 

These measures are part of the new strategic plan of the Bank, which will guide its operation in the next 5 

years, 2016-20. The plan was released recently to coincide with the start of the Bank’s 2016 fiscal year on 

October 1. 

Commenting on the plan, Bank chairman Heran Bellu, said that it was a bold plan designed to get MIDB 

back to its original function. 

“MIDB was set up to promote the development and expansion of the economy, in order to improve the 

standard of living of the people. It’s supposed to do this by providing loans to commercial enterprises to 

stimulate the private sector, create jobs and increase exports,” he said. 

Concerned about slow growth, high unemployment and slow improvement in living standard, the Bank is 

determined to redouble its efforts to make a difference in the economy in the next 5 years and beyond.  

The chairman said the Bank would do more than increase lending. “It will also expand its product offering 

to include co-financing, equity financing, microcredit, and will revitalize loan guarantee and 

fund management programs,” he said. 

To finance the expansion in its activities, the Bank plans to raise $23m in new resources. Of this $15m will 

be raised through long term borrowing, and the Bank is exploring loans from sources it had borrowed from 

before like the Mega International Commercial Bank of China (Taiwan), and new sources like the 

Intermediary Relending Program of USDA Rural Development. 

https://www.facebook.com/IslandsBusiness/?hc_ref=ARQyb-3yXMPp9CbvimAUJhuUHlM-u1a3Dy_2wSquY5LXV8kDMvqZ4X7E9BYIPxj-upw
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The Bank will also seek $3m equity from Government to strengthen its capital base and keep its borrowings 

at prudent levels. 

Explaining why the Bank shifted its focus away from commercial towards consumer loans, the chairman 

said it was basically to protect the Bank’s viability. 

He said: “The Bank was very weak in the late 1990s because most of its commercial loans had become 

uncollectable. So the board decided to prioritize consumer lending, which is less risky and more 

profitable, to help the Bank recover financially.” 

As a result the Bank has contributed to easing financial hardship faced by many in the community. Due to 

the emphasis on consumer lending, 70% of the Bank’s loan portfolio today is made up of consumer loans 

while commercial loans only 19% and housing 11%. 

Thanks to that decision, the Bank has consistently achieved yearly incomes greater than $3m in the last 6 

years, and made profits every year for the last 8 years, but one. As a result its net assets or capital base 

increased to a record $17.5m in 2014 and is poised to expand again in 2015. 

According to the chairman the renewed financial strength has encouraged the Bank to craft a bold plan 

centered on revitalizing commercial loans.  

The Bank has also revamped its organisation and will strengthen human resource capacity to support the 

expansion and diversification to improve efficiency. New skills will be needed and the Bank will step up staff 

training and development to improve internal competencies and it will also recruit new skills. 

The Bank is determined to improve its operation and in particular it will strengthen loan appraisal, 

administration and collection, to improve the quality and earnings of its loan portfolio.  

“The Bank is determined to go back to its original charter but to do it in such a way that it will not be revisited 

by the problems it faced in the past,” says the chairman. 

Islands Business October 14, 2015 

 

Appendix 4 Commercial Banking Underwriting Criteria in the Pacific  
  
ANZ in the Pacific region 
Australia and New Zealand Banking Group 
Limited in the Pacific offers a range of commercial 
banking services including: 

 Retail and business deposit and loan 
facilities 

 International trade finance and treasury 
services 

 Credit card products 

 Asset finance and leasing 

 Acquiring facilities and insurance. 
 
Australia and New Zealand Banking Group 
Limited offers a wide range of products and 
services throughout the Pacific region including: 
Personal, Transaction, Savings, Lending, 
Investing, Insurances, Business, Markets 
Trade, Asset finance, Structured finance. 
 
Business Banking Services 

The following services are offered under the 
Bank’s Business Loans platform: business loans, 
asset financing, insurance premium financing, 
Visa Business Credit Cards 
 
ANZ's Business Loan could be an ideal form of 
finance to cover the different stages in the life of 
a business: capital investment, business 
development or working capital, where an 
injection of funds may be needed. An ANZ 
Business Loan provides a high degree of 
flexibility with regards to interest, loan terms and 
repayment options. Security may be required 
depending on the amount borrowed and loans 
are normally drawn in full at the outset, or in 
stages where necessary. 
 
https://www.anz.com/kiribati/en/about-us/anz-in-
kiribati/our-pacific-business   
 https://www.anz.com/fiji/en/about-us/anz-fiji/  

https://www.facebook.com/IslandsBusiness/?hc_ref=ARQyb-3yXMPp9CbvimAUJhuUHlM-u1a3Dy_2wSquY5LXV8kDMvqZ4X7E9BYIPxj-upw
https://www.facebook.com/IslandsBusiness/posts/474284642751507
https://www.anz.com/kiribati/en/about-us/anz-in-kiribati/our-pacific-business
https://www.anz.com/kiribati/en/about-us/anz-in-kiribati/our-pacific-business
https://www.anz.com/fiji/en/about-us/anz-fiji/
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Bank South Pacific 
Business Term Loan 
BSP's Business Term Loan allows finance for 
various business assets or capital expenditure 
requirements whilst controlling the effect on 
business cash flow.  
Features 
There is no minimum or maximum borrowing 
amount. 
Repayments can be structured over a term of up 
to 15 years. 
Loan is repaid on a monthly basis. 
 
Loan Application Requirements 
Last three years business financial statements. 
Aging list of debtors and creditors. 
Detailed cash flow forecast for 12 months. 
 
Finance Lease 
A Finance Lease provides up to 100% finance for 
the acquisition of asset(s) for business 
requirements. BSP Finance Lease offering is 
essentially a rental agreement where BSP owns 
the asset which the business leases for an agreed 
term and fixed rental repayment.  
Features 
The lessee assumes full ownership of the asset 
after paying off the residual balance at the end of 
lease term. 
Term is from 6 months to 5 years. 
One month repayment to be provided on draw 
down. 
Up to 100% financing. 
Repayments are fixed over the term of the lease. 
Available to business customers only. 
Application Requirements 
Last three years business financial statements. 
Aging list of debtors and creditors. 
Detailed cash flow forecast for 12 months. 
 
Operating Lease 
Operating lease financing is an efficient and cost 
effective financing strategy. 
Operating lease is an agreement to rent 
equipment/asset for use in the business for a 
fixed period of time therefore eliminating the need 
to utilise internal cash flow for the acquisition of 
equipment/assets. At the end of the lease period, 
the asset(s) is returned to BSP or its agent, who 
arranges for its disposal. 
Features 
No requirements to commit any working capital 
towards the purchase. 
Term is from 1 to 4 years. 

One month repayment to be provided on draw 
down. 
Fixed rental. 
Rental of asset includes VAT component 
Available for business customers only. 
Application Requirements 
Last three years business financial statements. 
Aging list of debtors and creditors. 
Detailed cash flow forecast for 12 months 
 
Small and Medium Enterprise Loans 
BSP’s Small & Medium Enterprise Loan allows 
you to finance various business assets or capital 
expenditure requirements whilst controlling the 
effect on your cash flow. Loans can be tailored to 
meet your business and financial requirements.  
Features 
Available for Small & Medium Enterprise 
customers with an employee base of less than 50 
employees, and an annual turnover of less than 
$2 million. 
Loan limit - $5,000 to $250,000. 
Loan term - Up to 15 years. 
Flexible – customer decides what the loan is used 
for. 
Loan is repaid on a monthly basis. 
Repayments structured to suit business cash 
flow. 
Application Requirements  
Acceptable borrowers are to demonstrate the 
ability to generate sufficient income to service the 
SME loan and any other borrowings. 
Adequate collateral i.e. security is available. 
Last three years' business financial statements.  
 
http://www.bsp.com.fj/Business-
Banking/Loans/Small--Medium-Enterprise-
Loan.aspx 
   
Bank of the Marshall Islands 
Business/Commercial Loan 
Features 
 1 % Processing Fee 
Variable interest rates ranging from 2.5% above 
the TCD rate if secured by TCD, and from 11.5 to 
13.5% depending on security provided. 
Requirements 

 Audited Current Financial statement 

 Tax report - MISSA, Tax & Revenue, 
Local Government 

 Board Minutes(Resolution for the 
request) 

 Business Plan, Business License, 
Personal Financial Statement for 
Borrower and Guarantor(s), Credit 
Checks 
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 Security Agreement for Secured 
Transaction Act 

 Collateral Items (If any) 

 By Laws, Corporate Charter, Insurance 
for collateral items(moveable property) 

 
 
Micro Loan 
The primary purpose of making a microloan is to 
accelerate development of the country, and to 
improve the wellbeing of the people living in the 
rural areas of the Marshall Islands. The projects 
to be financed include, but are not limited to 
agriculture, food processing, commerce, fishing, 
manufacturing, transportation, handicraft, tourism 
and services. 
Features 

 Loan fee is 2% 

 Interest rate is 7% 

 Maximum term is 5 years 
 
Personal/Consumer Loans 
A great way to achieve all your personal needs. 
Features 

 Maximum of six month term 

 Payment by allotment unless the loan is 
fully secured with stock or a time 
certificate of deposit 

 No credit checks provided that the credit 
history with the bank is current 

 Employment verification 

 15% interest rate 

 At least 2 guarantor required 
 
Line of Credit (Mobile Phone) 
Another type of personal borrowing method, 
which utilizes the Mobile Banking system for 
more convenience. Simply follow the instructions 
shown on your user guide and we'll take it from 
there. 
Features 

 You can borrow up to $2,000.00 

 Maximum term of 2 years 

 Options to refinance 

 Loan Payments can also be made 
through your mobile phone 

Requirements 
Customer must have subscribed to the BOMI 
Mobile Banking system 
Special Savings Collateral Account 
Guarantor 
Security Transaction Act agreement 
 
http://www.bomi.biz/ 
 

Bank of Guam, Marshall Islands 
Commercial Loans 
When it comes to shortages in business, one 
thing's a given: there's never a shortage of 
expenses. Let us help you meet needs head on. 
At Bank of Guam, we offer a wide range of loan 
options, from improving your cash flow to 
increasing productivity. Take advantage of our 
experienced loan specialists and our quick, 
streamlined process. 
Features 
Competitive rates for a wide range of business 
needs including: 
Inventory Loans 
Real Estate Loans 
Working Capital Loans 
Investment Funds 
Expansion Financing 
Equipment Loans 
Flexible repayment terms 
No loan application fees 
Expert advice from experienced, helpful loan 
advisors 
Personalized attention from start to finish 
Local approvals, processing, and quick 
responses 
Automatic payment option 
 
Requirements 
Sole Proprietorship 
Application 
Business Financial Statement: Income Statement 
& Balance Sheet (last 3 years) 
Personal Financial Statement of Owner (current 
year) 
Income Tax Returns including Schedule C: 
Business Profit & Loss (last 3 years) 
Business License 
Description of Collateral (Lot description, 
Purchase Order, Lease Agreement, etc.) 
Rent Rolls (if secured by rental property) 
Schedule of Debts (Attached) 
 
Corporation 
Application 
Corporate documents (Certificate of 
Incorporation, Articles of Incorporation, By-laws) 
Business Financial Statement: Income Statement 
& Balance Sheet (last 3 years) 
Interim Financial Statements up to the most 
recent quarter-end 
Corporate Income Tax Returns (last 3 years) 
Personal Financial Statements of stockholders 
with 20% or ownership (current year) 
Income Tax Returns of stockholders with 20% of 
ownership (last 3 years) 
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Business License 
Description of Collateral (Lot description, 
Purchase Order, Lease Agreement, etc.) 
Rent Rolls (if secured by rental property) 
Schedule of Debts (Attached) 
 
Partnership 
Application 
Partnership documents (Partnership Agreement, 
Certificate, etc.) 
Business Financial Statement: Income Statement 
& Balance Sheet (last 3 years) 
Business Income Tax Returns (last 3 years) 
Personal Financial Statement of partners (current 
year) 
Income Tax Returns of partners (last 3 years) 
Business License 
Description of Collateral (Lot description, 
Purchase Order, Lease Agreement, etc.) 
Rent Rolls (if secured by rental property) 
Schedule of Debts (Attached) 
 
Limited Liability Company (LLC) 
Application 
LLC documents (Articles of Organization, 
Certificate, etc.) 
Business Financial Statement: Income Statement 
& Balance Sheet (last 3 years) 
Business Income Tax Returns (last 3 years) 
Personal Financial Statement of Owners (current 
year) 
Income Tax Returns of Owners (last 3 years) 
Business License 
Description of Collateral (Lot description, 
Purchase Order, Lease Agreement, etc.) 
Rent Rolls (if secured by rental property) 
Schedule of Debts (Attached) 
 
Additional documents needed if startup or 
less than 2 years of operation 
Business Plan/Resume 
Income Statement & Balance Sheet Projections 
(2 years) 
 
For all applications, Bank of Guam reserves the 
right to request additional information f it requires. 
https://www.bankofguam.com/business/loan
s-credit/commercial-loans.html 
 
Home Finance Company Limited, FIJI 
Business Loans. 
Top Gear is a multi-purpose lending facility 
available to fund small to medium enterprises 
providing funding from $10,000 to $5,000,000. 
 

Our Quick ‘n Easy ‘Loan Application 
Checklist’ 
Business financials for the last three years 
prepared by a charted accountant in line with 
minimum Fiji Accounting Standards 
Cash-flow forecast for the next 12 months 
Valuation report of property offered as security for 
the loan 
Engineer’s certificate over property offered as 
security 
In the case of refinance, a 12-months loan 
account statement 
Other information/source evidence may be 
requested depending on the business proposal. 
 
Top Gear Small & Medium Enterprise 
The product is designed for Small to Medium 
Enterprises (SMEs) who need funding to set up 
new business or assistance with existing 
business. 
 
Features & Benefits 
Five days approval turnaround time on receipt of 
formal application; 
Equity contribution can be by way of cash, 
collateral security or surplus from existing 
securities held; 
Fixed security documentation, Insurance and MPI 
costs at outset (can be added to loan); 
Interest only repayment in case of financial 
hardship subject to review of account; 
Repayments readjusted with commencement of 
the payments; 
Interest charged on a daily reducing balance and 
charged monthly in arrears; 
Redraw option available on any advance 
repayments (first four withdrawals free per annum 
and minimal fee to apply thereafter). 
 
Summary of Attributes & Parameters 
Interest Rate 
8.99% pa variable 
Equity 
10% contribution 
Security 
Registered Mortgage over residential Freehold, 
Crown Lease, Native Lease & Housing Lease 
properties 
Assignment over Life Policy 
Assignment over Rental Income 
Third Party First Registered Mortgage 
First Registered Bill of Sale over Motor Vehicle 
Limited/ Unlimited Guarantee by a Company 
Charge over Term Deposit 
 
Term 
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15 years (MAX based on a sustainable business 
income 
Lending Limit 
Minimum – $5,000Maximum – $2,000,000 
Other Important Information 
HFC Approved Panel of Valuers. Solicitors & 
Engineers 
 
Asset Purchase 
Plus Point is an asset financing programme 
offering low deposits, flexible terms and 
competitive rate structures for your vehicles, plant 
and equipment and inventory needs. 
 
With more options, total flexibility and efficient 
service, HFC is the answer to your asset finance 
needs. 
Our Flexibility 
Low Deposit 
Flexible Terms 
Personalized Service 
Competitive Interest Rates 
Mortgage Protection 
Insurance Option 
Competitive General 
Insurance Packages 
Your Options 
Cars 
Light Commercial Vehicles 
Trucks & Tractors 
Buses & Coaches 
Plants & Industrial Equipment 
Stock 
 
HFC TOP GEAR AGRICULTURAL LOAN  
TARGET MARKET  
This product targets the farmers or professionals 
(outside HFC – Microfinance Loan, Cane Farm 
Loan, EXIM and SME products) who intend 
venture into agricultural as supplementary 
income and or intend to have retirement plan, 
where agricultural income would not solely be the 
repayment source, however it on case by case 
assessment under the 5 Prudential guidelines of 
HFC’s credit assessment.  
The purpose for which loans will be available will 
be in 3 categories:  

 Farm related expenses for upgrading and 
development, rehabilitations, repairs and 
maintenance of farm houses inclusive of 
personal expenses such as for education, 
medical, funeral, wedding and so forth;  

 Purchase of farming equipment’s and plants 
that includes tractors, vans trucks etc; and  

 Purchase of farms and construction of new 
farm houses.  

 
 
FEATURES & BENEFITS  

 Pre-approval Certificates available;  

 60-hour approval turnaround time on formal 
application;  

 Equity contribution can be by way of cash, 
FNPF transfer, and/or collateral security;  

 Fixed security documentation costs at outset 
(can be added to loan);  

 Repayment Holiday for 6 months;  

 Interest only repayments for until produce, 
harvest and sale (Maximum 12 months);  

 In house valuation and security 
documentation cost; and  

 Interest charged on a daily reducing balance 
and charged monthly in arrears.  

 Property insurance, Mortgage Protection and 
Funeral Policy premiums could be built in the 
repayment;  

 Product would allow to consolidate other 
loans; and  

 Special Term Saver accounts direct 
deduction with no additional cost;  

 Special Government Equity scheme subject 
to MOU  

 
EXIM Top Gear Package  
Designed as an initiative  to stimulate exports, 
encourage import substitution and improve 
international competitiveness. Exporters will be 
able to access fund at concessionary rate of up to 
5% through the Export Finance Facility. 
This package is mainly for SMEs and corporate 
businesses with main emphasis being on 
exporters who need funding to assist towards 
meeting manufacturing costs of goods for the 
export market, construction of upmarket hotels 
and export of professional services such as 
architecture, engineering and maritime. 
Additionally, the product also cater for businesses 
involved in commercial agriculture of import 
substitution items. 
 
Features & Benefit 
Five working days turnaround time on formal 
application. 
Lump Sum reduction in loan repayments without 
any penalties. 
Interest charged on a daily reducing balance and 
charged monthly in arrears. 
Fixed interest rate of 5% will be available for the 
first five years, subject to renewal provided that 
loan conditions have been met and RBF provides 
approval for roll-over of the funding. 
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Businesses with ‘Fijian Made, Buy Fijian’ 
accreditation have discounted interest rate of 
4.25%. 
 
http://www.hfc.com.fj/top-gear-package/ 
 
TOP GEAR CANE FARM REHABILITATION 
LOANS  
TARGET MARKET  
This facility is formulated not only to support those 
cane farms that have been affected by any form 
of natural disasters, but also as part of corporate 
social responsibility of HFC, to stand out in case 
of emergency or economic injury targeting new 
and existing HFC customers who are affected by 
any form of disasters and or through the 
programs initiated by RBF for business affected 
by any form of natural disasters which would 
affect:  

 Farm rehabilitation;  

  Loss of crop;  

 Repair or Replacement of plant, 
equipment and machinery;  

 Restoration of damaged buildings  

 Meeting existing commitments  

 
SPECIAL DISCOUNTS  

 All Existing Customers will have 
Establishment Fee discounted by 50%;  

 All New Customers will have Establishment 
Fee discounted by 25%  

 
FEATURES & BENEFITS  
Pre-approval Certificates available;  
Certification of damages/ effect of natural 
disasters by Sector Filed Officers;  
60-hour approval turnaround time on formal 
application;  
Equity contribution can be by way of cash, FNPF 
transfer, and/or collateral security;  
Fixed security documentation costs at outset (can 
be added to loan);  
Repayment Holiday for 3 months in the first year 
that can be repeated every 3 years;  
Repayments to be adjusted at Annual Review;  
Interest only repayments for construction cases 
(Maximum 12 months);  

In house valuation and security documentation 
cost; and Interest charged on a daily reducing 
balance and charged monthly in arrears.  
Property insurance, Mortgage Protection and 
Funeral Policy premiums could be built in the 
repayment;  
Special Term Saver accounts direct deduction 
with no additional cost;  

Other Retail Banking Products  
 
WESTPAC  
Business Loan 
A business loan to be used over a longer period. 
Essentials 
Features and benefits 
• Suitable for small business owners and 
commercial property investors 
• Choose between a fixed and variable 
rate - whatever works best for you 
• Variable rate allows you to make extra 
payments which can reduce the life of your loan 
• Fixed rate option provides certainty on 
repayments. 
______________________________________
__ 
Applying for a loan 
New customers 
You'll need to complete our 100 point identity 
check. The main forms of identification are: 
• Birth certificate or passport 
• Another form of photo identification - 
driver's licence or local superannuation card. 
Other forms of identification may also be 
acceptable. Visit your local branch or call 132 032 
for more information. 
Existing customers 
You may have already provided necessary 
identification. Visit your local branch to get 
started. 
All applications are subject to credit approval. 
Need help? 
Simply speak to a Banking Representative by 
calling 132 032. 
https://www.westpac.com.fj/ 
 
BANK OF BARODA 
 
Baroda Farm Loan 
For Agriculture financing 
Purpose 
Purchase of farm land, farm development / 
cultivation and other farm related expenses 
 
Facility  
Farm OD/Demand Loan 
 
Eligibility 
All individuals of Fiji Citizenship who have 
attained the age of Twenty One years and 
engaged in Farming Activity for at least three 
years. 
Lease period of Land should be sufficiently higher 
than repayment tenure of the loan. 

https://www.westpac.com.fj/
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Average tonnage in case of sugarcane farming 
during during the last three years is minimum 200 
Tonnes.  
 
Loan Amount: 
Minimum $3000.00 
Maximum $25000.00 
(Subject to Cane Production, Repayment 
Capacity and availability of Security) 
 
Repayment Period 
Loan can be repaid in maximum of 60 month with 
30% of cane proceeds as available from Fiji 
Sugar Corporation (In case of sugar cane 
farming). 
 
Other Information 
Computation of Eligible Amount:  
Minimum of amount computed as the lowest 
among as under: $15/- per tonne for  the average 
production of last 3 years (in  case of sugarcane 
farming) Or 50% of market value of land/other 
security whichever is lower. 
 
Micro Credit 
Microfinance means the provision of a broad 
range of financial services such as deposits, 
loans , payments services, money transfers and 
insurance to the poor and low income households 
and individuals and to micro and small 
enterprises. 
 
Micro Enterprises’ means any enterprise which 
has a turnover or total assets not exceeding 
F$30,000 and employs more than 5 employees. 
  
Small enterprise’ means any enterprise which 
has a turnover or total assets between 
F$30,000/= and F$100,000/= and employs 
between 6 to 20 employees. 
  
Medium enterprise’ means any enterprise which 
has a turnover or total assets between 
F$100,000/= and F$500,000/= and employs 
between 21 to 50 employees. 
  
Poor and Low-income households and 
individuals’ means disadvantaged women and 
youths , the unemployed , entrepreneurs and 
farmers employed in informal sector , the un-
bankable, that have entrepreneurial capacity and 
possibility to undertake activities that can 
generate weekly stable incomes. 
  
An ‘enterprise’ means any going concern that 
trades in goods and services for profit. 

 Baroda Loan for Micro and Small Enterprises 
Purpose 
To meet the Fixed Assets and Current Assets 
requirement of Micro and Small Enterprises 
 
Eligibility 
All Micro and Small Enterprises in Fiji are eligible 
for Baroda Loan for Micro and Small Enterprises 
‘Micro Enterprises’ means any enterprise which 
has a turnover or total assets not exceeding 
$30,000 and employs more than 5 employees. 
‘Small enterprise’ means any enterprise which 
has a turnover or total assets between $30,000/= 
and $100,000/= and employs between 6 to 20 
employees. 
‘Medium enterprise’ means any enterprise which 
has a turnover or total assets between 
$100,000/= and $500,000/= and employs 
between 21 to 50 employees. 
Loan Amount 
Minimum $501.00 
Maximum $5000.00 
 
Type of Facility 
The facility is available in the form of Overdraft for 
day to day transactions and also in the form of 
Demad Loan for which repayment is made 
periodically as per sanctioned terms. 
 
Loan Products 
Business / Commercial Finance 
Baroda Business Commercial Loan/Overdraft 
Baroda Traders LoanProperty Finance 
Baroda Home Loan Baroda Property LoanAuto 
Finance 
Baroda Car Loan  
Agriculture Finance 
Baroda Farm Loan Finance against Deposits / 
PolicyBaroda Loan or Overdraft against Bank’s 
Own DepositBaroda Loan or Overdraft against 
insurance PolicyFinance to studyBaroda 
Education LoanFinance for Consumer Durable / 
Personal Perpose Baroda Personal LoanMicro 
FinanceBaroda Micro LoanBaroda Loan for Micro 
Small Enterprises 
 
https://www.bankofbaroda-fiji.com/  
 
SAMOA COMMERCIAL BANK LTD 
Small Loan 
Customers applying for a Small Loan are entitled 
to a minimum amount of SAT $400.00 to a 
maximum of SAT $5000.00. 
 
Security for Small Loan - Security by the way of 
Term Deposit or Personal Guarantees. 

https://www.bankofbaroda-fiji.com/
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Interest Applied - 15% 
 
Loan Application Fee - 1.5% of Approved amount 
(minimum of SAT $50.00)  
Conditions: 
Operational Savings Account or Cheque 
Account. 
Salary to be credited into Savings Account for at 
least 3 Months. 
All Small Loans require a Personal Guarantee. 
 
Requirements upon satisfaction of conditions 
listed above 
Customers are required to provide documents as 
follows: 
Confirmation Letter from Employer. 
Latest Payslip. 
New applicants must provide a passport photo. 
Guarantor requirements: 
Confirmation Letter from Employer. 
Latest Payslip. 
Consent Letter. 
 
Business Loan 
Requirements 
Savings or Cheque Account holder. 
Cash Flow forecasts. 
Financial Statements. 
Adequate Security.  
 
Land Financing 
Requirements 
Savings or Cheque Account holder. 
Salary credited to Savings Account or regular 
deposits. 
Adequate Security. 
35% Contribution. 
www.scbl.ws/ 
 
National Bank of Samoa 
Loans: NBS offers five types of loans. To qualify 
for any NBS loan you need to be a Samoa 
resident working and residing in Samoa and must 
be 18 years of age. 
https://www.nbs.ws/ 
 
 
MBf BANK TONGA (MALAYSIAN BANKING 
FINANCE)  
MBF Bank is locally incorporated in Tonga and 
commenced operations on 29 October 1993. The 
Bank is a fully commissioned Commercial Bank 
under the central supervision of National Reserve 
Bank of Tonga and forms part of the financial 
system of Tonga. 

The Bank is a provider of a full range of basic 
banking facilities in retail and commercial banking 
products and services. However, at this point in 
time the Bank does not provide any electronic 
banking products as it maintains its focus on 
quality personal service. 
The range of deposit products includes Savings 
Account, Current Accounts and Fixed Term 
Deposits. The Lending Operations provide 
money usage products such as Term Loans and 
Overdraft Facilities. The Bank also provides 
Trade Products namely Bank Guarantees, 
Documentary Collections and Letter of Credit. 
In International banking the Bank also provide full 
range of Remittance products and services 
namely Demand Draft, Bankers Cheque, 
Telegraphic Transfer and purchases & sale of 
Foreign Currencies. The Bank maintains 
correspondence banking with major international 
banks in USA, Australia, New Zealand, Fiji and 
Japan. 
 
PAN OCEANIC BANK SOLOMON ISLANDS 
POB is one of the four banks operating in the 
Solomon Islands and provides the following 
banking services: Personal, Business, Mobile 
and Internet Banking Services. The following 
products are provided under its Business Banking 
Services: Current Account, Business Loans, SME 
Lending, Term Deposits and Trade Finance. 
 
LOAN FACILITIES FROM PAN OCEANIC 
BANK 
 POB Home Loans 
Education Loans 
 
Business Loans 
POB moves into the corporate segment, offering 
loans to small enterprises and for business 
expansions. POB helps to grow your ventures 
with SME and Commercial loans. 
  
SME 
 POB now opens the door for enterprises with a 
SME loans. SME loans could be readily obtained 
for your working capital requirements, business 
expansions and to acquire fixed assets to the 
business with an establishment fee of 1% on the 
loan. No administration charges or loan utilization 
fees. The repayment duration of the loan will be 
from 3 to 5 years depending on the purpose of the 
loan. 
  
COMMERCIAL LOANS 
 POB helps you expand. Simply obtain a 
commercial loan for your working capital 

http://www.scbl.ws/
https://www.nbs.ws/
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requirements, business expansions and to 
acquire fixed asset to your business. The loan is 
likely to be secured against an acceptable 
security to the Bank. The loan settlement period 
will be from 3 to 10 years depending on the 
purpose of the loan. There will be an 
establishment fee of 1% on the loan. No 
administration charges or loan utilization. 
  
If you are looking for a loan, make the best choice 
with Pan Oceanic Bank, the ideal loan facilities in 
the country http://pob.com.sb  
 
BRED BANK 

Provides term loans to expand business, 

consolidate debt or purchase a new commercial 

vehicle or equipment. Term loans are designed 

as a one-off injection of funds to cover long term 

financing needs. Variety of purposes can be 

entertained provided normal banking criteria are 

met - collateral security and loan repayments 

capability. 

https://www.bred.com.fj/ 
https://www.bred.vu/business-banking/business-
loans/#termloan 
 
 
 
 
 
 

 
 

Appendix 5 Development Financing Institutions Agriculture Lending Criteria 
FIJI DEVELOPMENT BANK  
 
AGRICULTURE LENDING POLICIES 
 
The FDB provides loans for the following 
categories of agricultural activities 
Horticulture, Grains & Pulses Farming 
Horticulture loans are available for fruits, 
vegetables, nuts, seeds, herbs, sprouts, 
mushrooms, flowers, and seaweeds and 
landscaping. 
 
Livestock Farming 
Livestock loans are available for Goat, Piggery, 
Sheep and other livestock farming purposes. 
Farmers must demonstrate farming experience 
appropriate to their project proposal. 
 
Poultry Farming 
Poultry loans are available for Chicken and Duck 
farming purposes. Farmers must demonstrate 
farming experience appropriate to their project 
proposal. 
 
Root Crops, Ginger, Vegetable & Fruit Farming 
Root crop loans are available for Dalo, Cassava, 
Yam, Kumala, Ginger, Yaqona and Potato. 
Vegetable farming is available for cabbage, Okra, 
herbs, long beans, corn, radish etc. Fruit farming 
options include pineapple, papaya, watermelon, 
bananas, passion fruit, mangoes, jackfruit, 
avocado, lemons, star fruit etc. Farmers must 
demonstrate farming experience appropriate to 
their project proposal. 
 

Farm Development Loan 
Farm development refers to altering the 
landscape in any number of ways such as: 
Changing landforms from a natural or semi-
natural state for purposes of agriculture or 
subdividing lots for mixed farming etc. Farmers 
must demonstrate farming experience 
appropriate to their project proposal 
 
Purchase of Farm Land 
Agricultural farmland purchase is solely for the 
purpose of farming for production other than 
sugar cane. Farmers must demonstrate farming 
experience appropriate to their project proposal. 
 
Farm Land Sub-division Loan 
Agricultural land sub-division is available for Sale 
of Sub-Divisions for Agricultural Purposes. 
 
Farm House Construction Loan 
Construction of Farm Housing is available for 
non-cane farm based agricultural projects. 
Farmers must demonstrate farming experience 
appropriate to their project proposal. 
 
Farm Vehicles, Machinery, Implements & 
Equipment Loan 
This facility is available for the purchase of 
necessary equipment and vehicles needed to 
manage a farm. The applicant must demonstrate 
the ability for successful management of a farm 
business. 
 
Fishing Loans  

http://pob.com.sb/
https://www.bred.com.fj/
https://www.bred.vu/business-banking/business-loans/#termloan
https://www.bred.vu/business-banking/business-loans/#termloan
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This facility is available for loans to fishermen, 
however it excludes the purchase of second hand 
outboard motors and the applicant must 
demonstrate fishing experience appropriate to 
the project proposal. 
 
Sugar Cane Farming 
Sugar cane loans are available to provide 
financial assistance to all (existing, new entrance 
and below average producers) Sugar Cane 
Farmers, within loan eligibility for Land 
Development, Land Purchase,  
 
Broiler – Small Holder Chicken Farm 
Broiler loans include construction of the chicken 
shed, development of a site – bulldozing & 
levelling, water and plumbing costs i.e. 
installation of water tanks and water pumps and 
infrastructure construction i.e. contractual work 
on maintenance of roads, drains, etc 
 
Beef Farming Loans 
Beef farming loans are open to beef farmers, 
seed stock farmers, butchers and processors. 
Available for land development, purchase of land 
for beef farming, farm house construction or 
purchase of equipment including vehicle & 
machinery for the farm as well as stock purchase. 
 
Coconut Farming Loans 
Coconut farming loans are open to producers and 
processors. Available for purchase of land for 
coconut farming, farm house construction, 
purchase of equipment (vehicle & machinery) for 
the farm and includes seedling stock purchase. 
 
Dairy Farming Loans 
Dairy farming loans are open to existing town 
suppliers, chilling centre suppliers and bulk 
suppliers. Available for land development, 
purchase of land for dairy farming, farm house 
construction, purchase of equipment (vehicle & 
machinery) for the farm and includes stock 
purchase. 
 
Loan Features 
Maximum term is up to 15 years. 
Equity ranges from 35% to 50% and subject to 
viability. 
Competitive interest rates ranges from 4 – 
12.05% depending on the product or loan facility 
accessed 
Terms available to suit your business cycle,i.e., 
repayments will be based on the type of farming 
activity funded 
Reasonable fees & charges 

Normal FDB screening for credit assessment 
applies – and these include: 
Viability of the farming activity 
Safety of the loan and the borrower’s capability to 
repay 
 
Farm Land Sub-division Loan 
Agricultural land sub-division is available for Sale 
of Sub-Divisions for Agricultural Purposes. 
Loan Features 
Maximum term is up to 15 years. 
Equity at least 35% of the project cost 
Competitive interest rates 
Terms available to suit your business cycle 
Reasonable fees & charges 
Reduced administrative requirements 
Normal FDB screening for credit assessment 
applies. 
 
Farm House Construction Loan 
Construction of Farm Housing is available for 
non-cane farm based agricultural projects. 
Farmers must demonstrate farming experience 
appropriate to their project proposal. 
Loan Features 
Maximum term is up to 15 years. 
Minimum equity of 10% subject to viability, other 
conditions apply. 
Competitive interest rates 
Terms available to suit your business cycle 
Reasonable fees & charges 
Reduced administrative requirements 
Normal FDB screening for credit assessment 
applies. 
 
Farm Vehicles, Machinery, Implements & 
Equipment Loan 
This facility is available for the purchase of 
necessary equipment and vehicles needed to 
manage a farm. The applicant must demonstrate 
the ability for successful management of a farm 
business. 
Loan Features 
Minimum equity of 10% subject to viability 
Competitive interest rates 
Terms available to suit your business cycle 
Reasonable fees & charges 
Reduced administrative requirements 
Normal FDB screening for credit assessment 
applies. 
 
Fishing Loans 
This facility is available for loans to fishermen, 
however it excludes the purchase of second hand 
outboard motors and the applicant must 
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demonstrate fishing experience appropriate to 
the project proposal. 
Loan Features 
Equity contribution ranges from 35% to 50% in 
cash. 
Maximum loan term of up to 7 years, depends on 
loan amount. 
Competitive interest rates 
Terms available to suit your business cycle 
Reasonable fees & charges 
Reduced administrative requirements 
Normal FDB screening for credit assessment 
applies. 
 
Broiler – Small Holder Chicken Farm 

Broiler loans include construction of the chicken 
shed, development of a site – bulldozing & 
levelling, water and plumbing costs i.e. 
installation of water tanks and water pumps and 
infrastructure construction i.e. contractual work 
on maintenance of roads, drains, etc. 
Loan Features 
Minimum equity contribution is 20%. 
Maximum loan term of up to 8 years. 
Competitive interest rates 
Terms available to suit your business cycle 
Reasonable fees & charges 
Reduced administrative requirements 
Normal FDB screening for credit assessment 
applies 

 

DEVELOPMENT BANK OF SAMOA  

DBS GENERAL LENDING POLICIES AND 

GUIDELINES 

Function: The function of the Bank is to promote 
the expansion of the economy of Samoa for the 
economic and social advancement of its people 
by making loans to enterprises in all development 
sectors of the economy. 
 
Scope of Activities: The Bank will conduct its 
operations within the general framework of the 
Government’s economic plan and priorities. The 
Bank will assist primarily in the private sector and 
will finance both new and existing projects aimed 
at increasing production and development in the 
Agriculture, Industry and Social sectors.  The 
Bank will not commit to the development of 
churches and pastors houses. 
 
Development and Operating Policies: The 
Bank will provide financial assistance to 
development projects that will enhance economic 
growth and social development.  The 
development projects will be assessed relative to 
the nature, industry, economic, social and 
environment sustainability. 
 
Diversification of Portfolio: In order to mitigate the 
concentration of risk, the Bank will seek to 
diversify its portfolio to ensure an equitable 
spread amongst the development sectors and 
geographic locations. 
 
Interest Rates: The Bank will determine from 
time to time the rates of interest and fees to be 
applied to its loans in light of prevailing 
Government policy and developments in the 

market, with due consideration to the cost of its 
own borrowings.  The indicative interest rates will 
range from 8% to 14%. 
 
 
Debt Equity Ratio: The minimum contribution by 
the applicant is 35% of the total project cost. 
 
Debt Service Ratio: Generally allowed 1.5times. 
 
Compliance: The Bank is required to comply with 
the provisions of various legislations, government 
policies and regulations. 
 
Review: Lending policies and guidelines will be 
reviewed from time to time in light of prevailing 
Government policies, cash flow and 
developments in the market. 
 
Land refinancing of DBS properties held for 
resale: 
 
Eligibility: Satisfactory credit record; Ability to 
meet loan servicing obligations 
 
Loan amount: Maximum amount is set at 95% of 
the purchase price 
 
Deposit: 5% cash deposit on approval and non-
refundable. 
 
Term: Maximum term of 10 years. 
 
Interest rate: 8% pa. 
 
Security: 1st mortgage over the property 
purchased 
 
Service fee: Fix at $100 
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TONGA DEVELOPMENT BANK  
Agriculture/ Rural Loan Products 
 
Agriculture & Fishing 
Microfinance 
Government Managed Funds – Business & 
Agriculture & Education 
 
Cropping/Plantation loan 
Cropping/Plantation Loans are made for the 
lending of mainly small amounts for land and crop 
developments.  
Minimum age of any applicant is 18 years 
Loan size: Up to $5,000 
Interest Rate:  8.5%  
 
 Eligibility Guideline – Applicants 
Applicants considered under this Sector should: 
1. Have established a minimum of 2 acres of 
existing crops, maintained to a satisfactory level. 
Crops to be owned by the principal borrower. 
2. The maximum proposed area of crops can be 
no more than 3 times the existing area of crops. 
3. Be sound credit worthy individuals, who have a 
good credit history in the Bank. These includes 
client with CRR of A, B, C1 
4. The loan application may be supported by 
another person, preferably salaried, and known to 
the Bank, who can act as co-borrower or 
guarantor for the loan. 
 
 
Livestock Development Loan 
Finance is made available so that suitable 
farmers can purchase livestock. However finance 
can only be made available for an income-
generating project. In each case it must be 
established what the plan is for the livestock to be 
purchased and that sufficient funds and/or 
already existing facilities are available to control 
the animals. 
 
Eligibility Guideline: Applicant 
Applicants considered under this Sector: 
1. Must have already established some 
contribution towards the project i.e. fencing, stock 
etc. 
2. Must be able to show that they have some 
existing experience in livestock management. 
3. Be sound creditworthy individuals, who have a 
good credit history in the Bank. These include 
clients with CRR of A, B, and C1. 
4. The loan application may be supported by 
another person, preferably salaried, and known to 
the Bank,  

who can act as co-borrower or guarantor for the 
loan. 
5. Minimum age of any applicant is 18 years 
 
 Eligibility Guidelines – Purpose 
1. All types of livestock development, including 
purchase of livestock can be considered. 
2. In all cases it must be clearly shown that there 
are sufficient funds available to complete the 
production cycle.  
3. This includes fencing or other means of stock 
control, feed, housing etc. 
 
 Fishing Services Loan 
This policy applies to loans for fishing projects 
that will be income generating, and where the 
fishing activity forms the major component of the 
project (i.e. more than 50% of the loan will be 
invested directly on fishing activity). The policy 
recognises that the harvesting and supply of fish 
to both local and export markets is considered to 
be a priority investment sector. 
 
General Terms of Loan 
Interest Rate: 8.50% 
No maximum loan amount 
Flexible terms 
 
 Eligibility Guidelines – Purpose 
1. Loans are available for the purchase of capital 
items (e.g. boats, nets, motors etc), as well as for 
working capital. 
2. The applicant is required to demonstrate that 
adequate fishing experience is available, relevant 
to the size and scope of the project. 
  
Micro lending scheme targeting micro-
enterprises 
These small borrowers form what is often called 
“grass roots” lending or micro-credit. These 
clients often possess good basic skills to sustain 
a subsistent livelihood but with only a little 
experience with credit. With careful guidance 
fishermen, business owners and small farmers 
and their projects, for example, can develop into 
better farmers, with bigger projects and a more 
developed credit and business ability.  
 
Eligibility Guideline – Applicants 
Funds are available to support individual 
borrowers and micro-enterprises to directly 
increase the productive capacity of the project 
under the Bank’s existing lending policy. 
 
Types of areas that can be considered for finance 
are within the Bank’s specific policies for General 
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Crop Development, Livestock Development, 
Equipment, Small Fishing Projects, Women’s 
Development and small business etc. 
 
 
 
 
GOVERNMENT DEVELOPMENT LOANS 
GENERAL OBJECTIVES FOR ON LENDING 
THE GOVERNMENT DEVELOPMENT LOANS 
AT 1% INTEREST 
 
This is a directed lending program of up to 
T$3,550.000 provided by the Government of 
Tonga to be on‐ lent at 1% interest. 
 
The objectives of this lending are aimed at 
specific areas of the economy: 
 
Agriculture Development Fund 
As a matter of priority, to boost exporter’s 
confidence by providing a facility to allow the early 
payment to primary producers for their exports 
Investment in expanded agricultural production 
and value added activities. 
Term: Repaid within 2 years  
Maximum Loan: T$100k. 
 
Fisheries Development   Fund  
Assist fishermen, vessel owner and exporters to 
generate increased exports, income and 
employment in the fisheries sector 
Term: 2 years  
Maximum Loan:T$30k 
 
Tourism Loan Fund  
To promote the development of new tourism 
products and event. 
To improve the quality of small‐ medium 
accommodations 
To develop a clean and beautiful tourist 
environment 
To support and encourage community 
participation in development of heritage sites and 
cultural events 
To support coordination within the tourism sector 
Term: 2 years  
Maximum Loan: T$50k 
 
Manufacturing Loan Fund  
To promote the development of competitive and 
value added products 
To stimulate innovation and product 
diversification 
To support production and marketing capacity of 
export ready manufacturers 

To promote and encourage cooperation and 
coordination in manufacturing sector 
Term: Repaid within 2 years  
Maximum Loan: T$50k 
 
Education Loan Fund  
To promote and enhance the academic and 
professional skills of Tongans that need to further 
their study abroad but cannot afford the costs, 
diploma level and upwards. 
To support qualifications from a Tonga National 
Qualifications and Accreditation Board (TNQAB) 
accredited institution at the diploma level and 
above. 
Term: Repaid within 4 years  
Maximum Loan: T$50k 
 
Other General Terms and Conditions Applied: 
 
All funds on‐ lent under the categories below 
must be repaid by the Borrower to the TDB within 
the periods stipulated. 
 
In the event that a Borrower defaults in the 
repayment of his loan - the usual default 
notification and loan recovery processes of the 
TDB will apply; and 
 
If required, the TDB shall pursue legal 
proceedings to recover the loan amount due. 
Subject to certain conditions, where the Borrower 
does not settle his full loan amount at the end of 
the TDB's loan recovery process, the Borrower 
will not qualify for any future loans under this 
Agreement. 
 
While servicing an existing loan, a Borrower may 
apply for an additional loan under this Agreement 
provided that, after due consideration, the TDB 
has assessed that: 
(i) the Borrower is up to date with all current loan 
repayment; and 
(ii) the Borrower will have the ability to service the 
new loan as well as maintain repayment for the 
existing loan. 
 
GENERAL OBJECTIVES FOR ONLENDING 
THE GOVERNMENT DEVELOPMENT LOANS 
AT 4% INTEREST 
This is a directed lending program of up to 
T$9,500,000 provided by the Government of 
Tonga be on‐ lent to customers and the public at 
4% interest. 
 
The objectives of this lending are aimed at 
specific areas of the economy: 
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Agriculture Development Fund 
As a matter of priority, to boost exporter’s 
confidence by providing a facility to allow the early 
payment to primary producers for their exports 
Investment in expanded agricultural production 
and value added activities. 
Term: Repaid within 2 years  
Maximum Loan T$200k. 
 
Fisheries Development Fund 
Assist fishermen, vessel owner and exporters to 
generate increased exports, income and 
employment in the fisheries sector 
Term: Repaid within 3.5 years  
Maximum Loan: T$200k 
 
Tourism Loan Fund 
To promote the development of new tourism 
products and event. 
To improve the quality of small‐ medium 
accommodations 
To develop a clean and beautiful tourist 
environment 
To support and encourage community 
participation in development of heritage sites and 
cultural events 
To support coordination within the tourism sector 
Term: Repaid within 3 years  
Maximum Loan: T$100k 
 
Manufacturing Loan Fund 
To promote the development of competitive and 
value added products 
To stimulate innovation and product 
diversification 
To support production and marketing capacity of 
export ready manufacturers 
To promote and encourage cooperation and 
coordination in manufacturing sector 
Term: Repaid within 2 years   
Maximum Loan: T$50k 
 
Livestock Development Fund 
To support livestock projects with economic 
benefits which might also benefit the community 
and aims at improving living conditions in rural 
areas. 
Term: Repaid within 2 years  
Maximum Loan: T$50k 
 
Forestry Development   Fund  
To support forestry investment with economic 
benefits which might also benefit the community 
and aims at improving living conditions in rural 
areas 

To support nurseries specifically for sandalwood 
seedlings production and other seedlings such as 
fruit trees, vegetable seedlings etc. 
Term: Repaid within 2 years  
Maximum Loan: T$50k 
Construction and Utilities Loan Fund 
To support and cater for investments that require 
capital equipment, tools and safety gear. 
To provide capacity building and training in 
specialized fields. 
To assist and encourage local contractors who 
are bidding for development projects. 
To assist local communities with their community 
utility requirements 
Term: Repaid within 2 years  
Maximum Loan: T$50k 
 
Retail and Wholesale Loan Fund 
To support small medium enterprises in the retail 
and wholesale business with expansion and 
service development. 
Term: Repaid within 2 years  
Maximum Loan: T$50k 
 
Micro finance loans for women 
To support other financially viable investment 
currently not provided for in the current fund 
allocation and in particular the disbursement of 
loans to income generating groups, including 
women's groups with financially viable 
microfinance projects. 
Term: Repaid within 1 year  
Maximum Loan: T$6k 
 
Overseas Medical Cover 
To support taking patients overseas for medical 
purposes 
 
Term: Repaid within 2 years on a semiannual 
basis  
Maximum Loan: T$20K 
 
Education Loan Fund 
For the purposes of promoting and enhancing the 
academic and professional skills of Tongans, to 
assist students who need to further their studies 
abroad or in local accredited institutions but 
cannot afford the costs, from Certificate level and 
upwards. 
To support qualifications from a Tonga National 
Qualifications and Accreditation Board (TNQAB) 
accredited institution at the Certificate level and 
above. 
Term: Repaid within 4 years  
Maximum Loan: T$50,000 
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Other General Terms and Conditions Applied 
All funds on‐ lent under the categories below 
must be repaid by the Borrower to the TDB within 
the periods stipulated. 
 
In the event that a Borrower defaults in the 
repayment of his loan - the usual default 
notification and loan recovery processes of the 
TDB will apply; and if required, the TDB shall 
pursue legal proceedings to recover the loan 
amount due. 
Subject to certain conditions where the Borrower 
does not settle his full loan amount at the end of 
the TDB's loan recovery process, the Borrower 
will not qualify for any future loans under the 
Agreement. 
While servicing an existing loan, a Borrower may 
apply for an additional loan under this Agreement 
provided that after due consideration, the TDB 
has assessed that: 
(i) the Borrower is up to date with all current loan 
repayment;  and 
(ii) the Borrower will have the ability to service the 
new loan as well as maintain repayments for he 
existing loan. 
 

Websites 

Development Bank of Kiribati 
https://www.dbk.com.ki/ (15/02/2018) 
Website is under construction at the moment.  
 
Marshall Islands Development Bank 
No website (15/02/2018) 
 
Solomon Islands Development Bank 
Closed 
 
Vanuatu Agriculture Development Bank 

No website (15/02/2018) 

https://www.dbk.com.ki/
https://www.dbk.com.ki/


 

64 
 

 

Appendix 6 VC Comparative Analyses from Other Countries 
 
Comparative analysis of tomato value chain competitiveness in selected areas of Malawi and 
Mozambique  

Nelson Mango, Lawrence Mapemba, Hardwick Tchale, Clifton Makate, Nothando Dunjana, Mark 
Lundy and Caroline Elliott. Cogent Economics & Finance, 2015, vol. 3, issue 1, 1088429 

Abstract: This paper discusses tomato value chain performance in Malawi and Mozambique using data 

collected from a market study commissioned by the International Centre for Tropical Agriculture as part of 

a regional research on conservation agriculture in maize-based farming systems in Sub-Saharan Africa. 

The results show that Malawi has a slightly higher competitive advantage in the production of tomato 

compared to Mozambique. Malawi’s relative competitiveness in tomato is mainly due to slightly higher 

productivity and the cost advantage in labor (low wages) and irrigation costs.  

Context: The horticultural sector in both countries has the potential to generate considerably higher foreign 

exchange earnings compared to traditional cash crops. Improving the production of high-value horticultural 

crops would boost export revenues and reduce risks from the heavy reliance on a few export crops like 

tobacco, tea, and sugar. In addition to economic competitiveness, horticultural crops also offer other 

opportunities that make them more attractive than traditional cash crops. Traditionally, the rural areas have 

been bound to subsistence farming aimed at food security. However, after liberalizing the economy, more 

emphasis is put on market-oriented production. Horticultural crops have the potential to generate increased 

income in the rural areas. Increased income will allow farmers to have access to inputs (fertilizers and 

chemicals) as well as food. The result will be improved outputs, increased profitability, and increased food 

security.  

The produce: Tomato is an important vegetable in Malawi and Mozambique.  It is grown throughout the 

year both for cash and food. Most farmers (98%) reported tomato as the most profitable vegetable crop in 

Malawi. Similarly, tomato is an important source of food and income generation in Mozambique, and the 

crop is grown, all year around, in areas where favorable agro climatic conditions (temperature, water, and 

soils) for horticulture production prevail. 

The Producer and the Market: Marketing is still a serious problem facing the horticulture sector. Major 

contributing factors include lack of organized marketing in terms of wholesale and retail markets. In 

Mozambique for a long time, trade of all kinds was hampered by the war, which disrupted transport and 

production, and involved emergency grain provisions. Socialist marketing policies also restricted prices and 

traders, although there was a large proportion of marketed produce which the state did not control. The 

combined result is that trade remains undeveloped, and NGOs often provide the links between traders and 

farmer associations. Few smallholder farmers have organized groups to market their produce. As a result, 

the majority of smallholders are at the mercy of vendors when it is time to sell their produce. Incidents of 

vendors entering into cheap contractual agreements with producers such that the smallholder producers 

are obliged to sell all their produce to vendors at very low prices are common.  

The Buyers: The reality on the ground is that an informal but organized cartel of vendors prey on small-

scale producers. Because of the long chain involved in marketing vegetables, the final consumer pays a 

higher price than necessary. Marketing channels involving up to five or six middlemen (vendors) were 

discovered in a study on the feasibility of wholesale marketing in Malawi in 2000. Distortions in the current 

marketing of horticultural products mean prevailing prices do not reflect the real value of the services being 

rendered. Furthermore, marketing of most of the horticultural products in most markets seem to be 

controlled by ordinary street vendors organized into cartels that prevent producers from accessing lucrative 

markets. The vendors offer very low prices to smallholder producers and sell at high prices to the 

consumers. 

https://econpapers.repec.org/article/tafoaefxx/
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Value Adding: The other problem is poor processing and packaging. Adding value in processing, 

packaging, grading, and sorting is also very limited and this contributes to the price distortions in the 

marketing chain. Lack of value adding prevents realizing the real value of horticultural produce. There is a 

need to invest in proper marketing infrastructure, which must include pack houses and refrigerated vans.  

 

Objectives of VCA Carried Out 

• To determine private costs and profitability of different stages in the value chain 
• To understand cost composition of smallholder farm production  
• To measure baseline trade competitiveness among smallholder farmers that will benefit from the project 
 

Findings: 

1.0 Both countries performing well below standard when compared to other countries, due to low, fertilizer 
use and low quality seeds. Shows there is great room for improvement. 
2.0 Low level of organizations amongst farmers in both countries – need to organize, create volume for 
semi processing. Nearby market available in South Africa but need to improve production and organize – 
individually cannot do much. 
3.0 High cost of inputs 
4.0 High profit margin by the trader/middlemen/assembler.  
5.0 Tomato traders only at primary level. Secondary traders were from out of the tomato producing areas. 
 

Lessons Learnt 

1.0 Need to aggregate farmers/ producers in to cluster - power of groups. 
2.0 Usefulness of value chain analysis – appeared from preliminary figures that Mozambique 
much more profitable till after analysis is done. Malawi slightly better. 
3.0 Low productivity – productivity the most important factor towards improving agricultural 
competitiveness as a basis for improving farmer returns. 
4.0 Transportation costs. Government intervention at reducing input costs and improving 
physical infrastructure – access to markets. 
 
SOLOMON ISLANDS COCONUT VALUE CHAIN ANALYSIS 

Context: Coconuts are the most widely distributed crop in the Solomon Islands and form a key part of almost 

all farming systems in all provinces. Some 40,000 rural households produce coconuts for their own 

consumption, to produce fuel and building materials, and to generate cash income. Copra is the most 

important coconut product and is a vital source of cash income for rural households, especially those in the 

more remote areas. The Coconut Sector Strategy estimates that total production in the Solomon Islands is 

about 370 million nuts of which around 70 million worth about SBD 140 million are consumed. Copra exports 

account for 150-200 million nuts worth some SBD 110-150 million depending on prices. Coconut oil (crude 

and virgin) exports generate a further SBD 40-50 million. Byproducts such as copra meal, charcoal, coir, 

coconut wood etc. may contribute a further SBD 20-40 million in the value of coconut products, giving a 

total gross value of some SBD 300-400 million (USD 40-50 million). Despite their importance, there has 

been little investment in coconut production in recent decades. Coconuts are overwhelmingly a smallholder 

crop and former plantation production has declined to negligible amounts. Smallholder households use 

their income from coconuts to finance their basic needs and very little is re-invested in the crop, or in value 

adding through byproduct utilisation, or diversification into higher value products.  

Objectives of the Study: The objective of this value chain analysis is to identify the most promising 

opportunities for increasing the contribution of coconuts and coconut products to rural livelihoods and to 

the national economy. The analysis aims to map coconut value chains, focused on elaborating practical 
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pathways to improving production and marketing and where feasible developing partnerships between 

domestic, international and other stakeholders. The results of the analysis reported here will inform the 

design of agriculture sector interventions within the follow-on phase of SIRDP. 

 

Value Chain Analysis 

Findings: 

There are sector-wide issues related to the institutional and regulatory framework; the need for product and 

market diversification; access to finance; infrastructure and transport; improved value chain integration; and 

the long-term decline in coconut production.  

Grower Level Constraints: Growers attention is limited to copra production.  

Trader Constraints: Constraints facing the copra traders: transport infrastructure (roads, bridges, wharfs 

etc), irregular and expensive shipping services; and access to finance for investment and working capital.  

Processor Constraints: The main problems raised by the copra millers concern the quality of copra and the 

difficulty in competing with the copra exporters for supplies to process.  

Institutional and Regulatory Framework: The institutional and regulatory framework governing the industry 

are weak at all levels.  

Shift to Higher Value Coconut Products:. VCO is perhaps the best example of the several opportunities to 

diversify into higher value coconut products. The copra value chain analysis indicates that the coconut 

growers generate a margin of SBD 0.07-0.15 per nut processed into copra (assuming 5,000 nuts/ton of 

copra).  

Access to finance is limited: there are no dedicated facilities to assist lending to the coconut industry 

especially to address the mainly operating cost constraints to exporters (i.e. for cash flow) and the mainly 

capital cost constraints to traders (e.g. for re/construction and maintenance of storage facilities) and 

processors (e.g. for re/construction and maintenance of copra mills or establishment of DME units for VCO). 

Infrastructure and transport is inadequate and expensive. Copra traders and exporters mostly have their 

own copra sheds, although some are storing copra in shipping containers that adversely affects quality. On 

arrival at Honiara port copra has to be moved to the exporters’ sheds in the industrial area, and then back 

to the port at the time of shipping.  

Value Chain Integration: There are few, if any, formal relationships between the various value chain actors, 

and public-private partnerships (PPPs) have not been developed. Concerns about copra quality can 

potentially be addressed by building stronger partnerships between exporters/millers and traders and 

between traders and growers. MAL and some exporters are providing independent ad hoc services to 

traders, processors and smallholders. SIG through the NDS provides general support to private sector led 

growth and specifically through the MAL Corporate Plan, which stresses the importance of engaging the 

private sector to deliver services to smallholders as well as traders and processors. Taking an example 

from the cocoa industry, the role of the private sector has been raised in the past especially by the Cocoa 

Livelihoods Improvement Programme (CLIP), which recommended that future interventions should include 

for instance facilitating exporters to provide more embedded services to traders and growers.  

Coconut Supply: Currently there are more coconuts produced than are used, and an estimated 100-150 

million nuts are fed to pigs or not used at all. There has been no replanting for some time and it is imperative 

that a replanting program be plan should be developed. 
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CONCLUSIONS AND RECOMMENDATIONS  

1. Improve the profitability of the copra value chain mainly through improvement of copra quality using a 

combination of regulatory measures, the strengthening of linkages between the commercial actors and the 

regulatory and technical support agencies as well as measures to improve financial literacy and business 

management skills of value chain actors. Measures to improve quality must be accompanied by pricing 

protocols which reward/penalize growers and traders for good/bad quality and that these pricing signals 

are transmitted along the value chain. Any improvement in profitability will also stimulate production and 

increase export volumes.  

2. Strengthen the institutional framework of the coconut sector, in particular to establish the Coconut 

Secretariat as an effective and sustainable sectoral agency which is able to coordinate efforts of all 

stakeholders to, including marshalling the financial and other resources needed to revitalize the sector.  

3. Continuation of SIRDP-supported improvements in agricultural services to coconut (and cocoa) growers 

including supporting MAL and CEMA to implement the regulatory framework governing processing, trading 

and exporting of cocoa and coconut products and supporting MAL to implement an institutional shift towards 

leveraging industry-led agriculture services.  

4. Improving the availability of financial services to value chain actors, especially the traders, processors 

and exporters, through continuation of the SEF and designing SEF guidelines that specifically target 

coconut (and cocoa) sector participants.  

5. Establishment of a matching grant and technical support facility to support the development of stronger 

commercial partnerships between coconut growers and downstream value chain actors, modelled on the 

PNG Productive Partnerships in Agriculture Project (PPAP). Such partnerships would focus on supporting 

efforts in product diversification with a specific focus on higher value coconut products – VCO, biodiesel, 

coconut cream, export of fresh nuts etc.  

6. Targeting key marketing infrastructure constraints including logistics as part of SIRDP’s efforts to develop 

local infrastructure that will facilitate efficiency.  

7. Initiating a long-term coconut replanting program, beginning with the selection of mother palms, and 

establishment or rehabilitation of coconut seed gardens. The best way(s) to stimulate re-planting, and the 

role of MAL and commercial partners in developing seed gardens and distributing seedlings will be 

assessed during the design of the SIRDP follow-on phase.  

SOLOMON ISLANDS COCONUT VALUE CHAIN ANALYSIS JANUARY 2014 (Revised February 2014) 

David Young and Moses Pelomo World Bank, Australian Department of Foreign Affairs and Trade, 

International Fund for Agricultural Development 
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About the Project  
 
The project “Leveraging the Development of Local Food Crops and Fisheries Value Chains for 
Improved Nutrition and Sustainable Food Systems in the Pacific Islands with a focus on Fiji, 
Kiribati, Marshall Islands, Samoa, Solomon Islands, Tonga, and Vanuatu” is co-funded by the 
International Fund for Agricultural Development (IFAD) and the Technical Centre for Agricultural 
and Rural Cooperation (CTA) and is implemented in partnership with the Pacific Islands Private 
Sector Organisation (PIPSO). The goal is to strengthen the capacity of the Pacific Island 
governments, farmer and private sector organisations, and sub-regional institutions to develop 
strategies and programs – as well as mobilise financing – that can increase poor rural people’s 
access to nutritious and healthy food. CTA has overall responsibility for the implementation of 
the project.  
 
 
 
About the Partners 
  
 
IFAD  
 
The International Fund for Agricultural Development (IFAD), a specialised agency of the United 
Nations, was established as an international financial institution in 1977 as one of the major 
outcomes of the 1974 World Food Conference.  
 
 
PIPSO  
 
The Pacific Islands Private Sector Organization (PIPSO) is the premier private sector 
representative body in the Pacific Islands region. It was set-up through the mandate of the 
Forum Economic Ministers in 2005, and legally established in 2007, to be the representative 
body of the Pacific region’s private sector. In doing so, it focuses its work on 4 key areas: 
Supporting National Private Sector Organizations (NPSOs) to be strong and responsive 
organisations; Assisting Pacific businesses to enhance their business competitiveness and 
growth; Championing the interests of private sector in the appropriate fora; and Ensuring the 
sustainability of PIPSO’s resource and enhancing its capabilities.  
 
 
CTA  
 
The Technical Centre for Agricultural and Rural Cooperation (CTA) is a joint international 
institution of the African, Caribbean and Pacific (ACP) Group of States and the European Union 
(EU). CTA operates under the framework of the Cotonou Agreement and is funded by the EU. 
For more information on CTA, visit www.cta.int.  
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