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10. Fiji: Sugar and sweatshirts,
migrants and remittances

Kate Hannan

There is general agreement that the Fiji economy is moving towards a particularly
difficult period. It is recognised that the negative effects on Fiji’s sugar and
garment industries flowing from the promotion of free trade in our globalised
world are resulting in an ever-more challenging economic and social environment
that requires careful, fair, innovative and, above all, prompt and effective
planning responses. WTO pressure on the EU to end agricultural subsidies and
the end of the Multi-Fibre Arrangement (MFA) without its replacement by
alternative measures that would serve to apportion quotas for clothing, footwear
and textile markets in the USA have rebounded on the Fijian economy. Those
who have been commenting on the worrying prognosis for Fiji’s economy range
from Savenaca Narube, the Governor of Fiji's Reserve Bank, to local media and
an array of grassroots religious groups. They also include a wide range of
academics, Australian and New Zealand politicians and representatives from aid
organisations, including the ADB and Oxfam. All agree that Fiji’s sugar industry
faces economic hurdles that are set so high they might well end the industry’s
role as an important source of grassroots income and as a leading provider of
the country’s foreign exchange income. They also all recognise that the decline
in employment opportunity and exchange earning capacity of Fiji’s garment
industry is likely to be permanent.

In this chapter I will briefly profile the problems facing Fiji's sugar and garment
industries before suggesting two possible scenarios for the future. In the first
scenario, I concentrate on the employment and housing implications flowing
from the likely flood of rural-to-urban migrants in the wake of the restructure
of the sugar industry. I begin by noting the obvious point that the loans and
general economic assistance being made available for the amelioration of the
serious economic effects of changed EU quotas and price preferences must be
carefully spent. I then argue that even in the case of agreed and well-designed
restructuring initiatives that are promptly implemented (and to date there is
little sign of this), it is unlikely that these monies will be distributed in a
sufficiently egalitarian manner to offset the significant disruption that will come
with the measures needed to make Fiji's sugar industry competitive in today’s
global marketplace. 2 What is likely to happen is that a significant number of
sugar farmers and people employed in the industry will find that they have no
option but to migrate to the cities, particularly the capital, Suva. They will be
following the path taken by previous sugar farmers who felt they had little in
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the way of alternative options when their land leases were not renewed and,
like these farmers, they will hope to find work in the informal economy where
it is estimated that more than 60 per cent of Suva’s residents are already
employed. 3

In my second scenario, I canvass the possibility of the foreign exchange now
earned by the export of sugar and garments being replaced by funds remitted
by Fijian workers employed overseas. This scenario is already unfolding. There
is a large increase in remittances to Fiji from workers who have accessed overseas
employment and this must be a cause of some optimism, particularly if remittance
funds can be channelled successfully into areas that reach beyond consumption
and the reproduction of a further generation of unskilled workers. Areas such
as the funding of rural cooperatives or grassroots banks offering micro-financing
show considerable promise. There are, however, also causes for concern in
relation to remittances and I discuss a number of these, including a current
worldwide push by international financial interests to regulate, formalise and
profit from the funds workers send home to their families and communities. 4

Sugar and garments

The difficult position that Fiji's sugar industry faces now that the EU will no
longer pay a heavily subsidised price for a substantial proportion of the country’s
crop is underlined by a number of issues that are coming to the fore on a regular
basis. Among these is the Fiji Government’s action in taking out a loan from the
ADB for no less than $§F41 million (approximately $A33.7 million). This loan is
for the stated purpose of ‘helping to develop alternative livelihoods for rural
dwellers at risk in the restructure of the sugar industry’. The loan will cover
half the estimated cost of the alternative livelihoods project — almost $A67.4
million — and must be repaid over 25 years with an upfront five-year grace
period. It seems that the future must now be mortgaged to pay for past neglect
of an industry that has hidden behind, and been nourished by, first British and
then EU trade preferences. The Fiji Government is also scheduled to directly
provide $US8.7 million and the Fiji Development Bank $A11.7 million to the
project to ‘help develop alternative livelihoods’ and this is in addition to a
significant tranche of EU ‘conscience money’ and Fiji's usual and significant aid
receipts from a number of sources, including Australia’s $A30.5 million aid
package for the year 2005-06 and a further $A33.8 million for 2006—07. >

In June 2000 when the Lomé Conventions were reconstituted as the Cotonou
Agreement, the European Commission (EC) was already signalling its intention
to alter, or at least to update, trade arrangements between itself and the African,
Caribbean and Pacific (ACP) states. The EC used the Cotonou Agreement to
clearly flag that changes in trade relations were to take place ‘in conformity with
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WTO rules” and to point out that updated trading arrangements would come
into force no later than January 1, 2008. 6

In spite of many commentators noting the obvious point that ‘the relationship
between the EU and the ACP has never been an equal one’, the Cotonou
Agreement has been presented as one that ‘foresees the negotiation between
September 2002 and December 2007 of economic partnership agreements (EPAs)’.
These agreements are to cover the delicate terrain of being WTO-compatible and
based on an apparently benevolent initiative that boosts asymmetrical reciprocity,
which ‘allows ACP regions to open their markets to the EU at a slower rate than
the EU would open its market to the ACP’. 7 However, while this benevolence
will obviously be appreciated, the EC is left in a position where it must take at
least some responsibility for the harsh economic and social effects that will attend
the forthcoming changes it has adopted in relation to the preferred status that
has long been enjoyed by ACP banana and sugar producers selling into the EU
market. The commission flagged that in the case of sugar, ‘the real price offered
to ACP Sugar Protocol producers will be substantially reduced under the EU’s
current proposals for CAP [Common Agricultural Policy| reform to begin in
2006’, and it is in this context that commentators have noted:

i.  that ‘the EU’s commitments under the Cotonou Agreement to ensure the
continued viability of the Protocol industries will be difficult, if not
impossible, to maintain in higher-cost countries following [this] reform’; 8
and

ii. that ‘Article I of the EU-ACP Sugar Protocol provides that “the European
Community undertakes for an indefinite period to purchase and import, at
guaranteed prices, specific quantities of cane sugar, raw or white, which

originate in the ACP States and which these States undertake to deliver”’.
9

The latter point was interpreted as meaning that in strictly legal terms the EU
was obliged to negotiate and agree to a guaranteed price for specific quantities
of sugar with ACP Sugar Protocol countries such as Fiji. However, the unequal
nature of the relationship between the EU and the ACP states has meant that the
EC alone has decided what it will do. At one level, the EC has taken the view
that the transitional assistance that is to be negotiated under the EPAs will atone
for its withdrawal from ‘a binding undertaking which was of indefinite duration’
and at another level the EC is pressing the argument that the Common
Organisation of the Market in Sugar (COMS), to which the Sugar Protocol is
linked and on which it depends, ‘can be amended’. Changes to the COMS can
be made with matters such as WTO commitments in mind. Faced with this
situation, ACP countries have been left with only a narrow range of realistic
alternative options. 10
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One of the options open to the governments of ACP countries severely affected
by the EC’s change of approach is to draw public attention to what they see as
the EC’s breach of the principle of fairness. For example, Fiji’s Minister for
Foreign Affairs and External Trade, Kaliopate Tavola, complained to the EC that
its intended removal of trade quotas and price subsidies did not take Fiji's
situation (and the situation of the other affected ACP countries) ‘into account in
any way’. He added that the ending of quotas and price subsidies for Fijian
sugar, which the EC had flagged, was ‘completely at odds with EU development
policy, the general objectives of the Doha Development Round of the WTO, and
the pursuit of the UN Millennium Development Goals'.

Ministers and administrators representing other ACP countries have also noted
what they depict as a ‘cold-hearted” approach being taken by the EU and they
too have questioned the legality of the EU’s alteration of the Sugar Protocol.
They have been keen to point out that ‘the ACP has faithfully met its obligations
and should reasonably expect the EU to respect its commitments enshrined in
the Protocol in terms of the three guarantees of price, access and indefinite
duration’. For their part, EC sources have noted that ‘some ACP countries have
used the economic rents associated with preferences to secure long-term efficiency
gains by diversifying into new export sectors ... [while] for other countries ...
preferences have resulted in resource allocations to uncompetitive sectors.” These
are sectors that are uncompetitive in world market terms. The EC then argues
that the removal of market access preferences and price subsidies will result in
gains in the long-term. However, it is admitted that in the shorter term, ‘any
large-scale reallocation of production could undermine employment and foreign
exchange earnings which would impose high adjustment costs’. In spite of
significant funds being made available from a range of sources, including and
particularly the EU, Fiji, and those who have been associated with the Fijian
sugar industry, will have to pay ‘high adjustment costs’. 1

While the EC’s assessment of the negative employment and foreign exchange
effects of the end of their preferential arrangements on recipient ACP countries
smacks of blaming the victim, it is the case that Fijian interests sat back and
sheltered under the preferential umbrella and chose to take little or no account
of the possibility of their future exposure to the full force of the global
marketplace. This is a view that I expect underpinned a remark made by
Australia’s Foreign Minister, Alexander Downer, who argued that ‘European
Union practices have done Fiji's sugar industry enormous damage over the

years.'12

Those who have profiled Fiji's sugar industry note that ‘in and before the 1980s,
Fiji was regarded internationally as an efficient producer and reliable supplier
of high quality sugar’. This is no longer the case. Sugar was ‘the single largest
industry in the country during the 1970s” and, although its success in terms of
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the relative size of its economic contribution to national coffers has been reduced
(particularly and most recently in the period since 1994), the industry still
dominates the rural economy. A number of scholars estimate that it continues
‘to provide employment directly or indirectly to about 51,000 people’. This
would mean that more than 250,000 people, or 31% of the country’s population,
are directly reliant on the sugar industry’. There are said to be about 22,000
individuals (the Government’s estimate is 21,000) who are sugar growers and a
further 20,000 who are engaged as cane harvesters. They farm an average of
only three to four hectares and raise less than 200 tonnes of cane per annum.
The productivity of these small leased holdings has been falling for some time
and the average net income of sugar farming households is recognised to already
be below the poverty line. 13

It is a generally agreed view that low productivity in Fiji's sugar industry as a
whole ‘stem[s] from the inability of the FSC [the Fiji Sugar Corporation, currently
with a 67 per cent government-owned shareholding] over many years, to improve
its efficiency and provide leadership to the industry’. The continuing need to
contend with inefficient milling procedures, a decrepit sugar rail system, and
tensions over the renewal of land leases are among the issues that have further
exacerbated problems associated with the relatively small size of leaseholdings,
low returns to farmers and the low level of investment. There is also an array
of problems associated with Fiji Governments and authorities, which have
consistently adopted a delayed, dithering and dispute-ridden approach to
restructuring the industry. What has happened is that the end of EU preferences
has left the industry with nowhere to go other than to effect a massive
restructuring program. About 90 per cent of Fiji’s raw sugar is exported to
international markets, with the majority of this being taken up by the EU under
terms established and agreed to under the ACP/EU Sugar Protocol. In March
2005 it was estimated that the EU was paying 529 euros per metric tonne for
Fijian sugar. This amount is now scheduled to be reduced to approximately 329
euros per metric tonne in the next five years, a reduction of more than one-third.
The price paid by the EU under the Sugar Protocol ‘has been frozen since 1993/4
at more than three times the world price’. 14 The substantial (even catastrophic)
price reduction for raw sugar exported to the EU that is looming must surely be
recognised as the ‘straw that will break the back’ of an already ailing and
beleaguered industry. 15

At this point in my argument I think it is well worth adding a comment made
by Isikeli Mataitoga, CEO of Fiji’s Ministry of Foreign Affairs and External Trade.
He recognised that, at least in the short term, Fiji can expect to ‘still export its
Sugar Protocol quota allocation of 163,600 tonnes but with decreasing price
(initially a reduction of 25 per cent) to come into effect from 2006/2007 and a
further 11 percent from 2007/2008’. This means that under present conditions
and production costs, ‘Fiji would simply be unable to supply the EU market on
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a commercial basis’. This is a view that is supported by Fiji's Sugar Cane Growers
Council, whose leader, Jaganath Sami, has stated that the new European prices
would mean that under the present conditions for sugar production and milling,
‘by 2009, at least 65 per cent of cane farmers may not be viable’. He went on to
note that ‘the revenue of the farmers would be reduced by as much as 31 per
cent under the new prices” and we can add that this is in the context where, as
noted above, the average net income of sugar farmers is already considered to
be below the poverty line. 16

In spite of the advantageous price paid by the EU for a large proportion of Fiji's
sugar exports (and in part as a consequence of the declining productivity of the
sugar industry), between 1997 and 2001 Fiji’s garment manufacture replaced
sugar as the country’s leading export earner. 17" Garment industry exports,
however, will not be capable of replacing sugar exports now or in the future.
Fiji-based garment manufacture is in decline. Like the sugar industry, the garment
industry is occupying an increasingly untenable position in relation to the
international marketplace. This situation is made clear when:

i.  itis remembered that the garment industry is largely labour-intensive and
that investment capital involved in the clothing, textile and footwear sector
of the global economy has for the most part sought out the cheapest reliably
available labour in the international marketplace; and

ii. it is pointed out that the average income for a Chinese clothing, footwear
and textile worker engaged in the cut, make and trim production that has
sustained the Fijian garment industry is 700-800 yuan a month or
approximately $A114-130 a month. 18 The pay for a Fijian garment industry
worker has hovered about $F80 a week (though quite often less, down to
$F60) with ‘illegal” overtime now being unusual. The Fijian wage would
equal approximately $A225-280 a month. 19

Descriptions of day-to-day working conditions in Fiji, including the attitude of
managers towards workers, show that they are hardly better than in Chinese
factories and the wages paid are considered to be below the poverty line in terms
of the cost of living in urban centres. It is widely recognised that ‘despite Fiji's
relatively high labour costs, wages of garment factory workers are low compared
to other industries’. However, they are much higher than the wages paid in
China and Chinese workers (in China and those who have come to Fiji to work)
are considered to be more highly skilled and more productive. They work longer
hours and there is far less absenteeism among Chinese workers. 20

Until January 1, 2005, Fiji could produce behind the shield of the MFA that had
been operating in concert with various preference and protection arrangements
provided by Australian manufacturers. The MFA that was in place in the global
marketplace for three decades had run its course and in the absence of any
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further international agreement effectively offering preferential treatment for
various geographically located sectors of the garment industry, a number of
developing countries, including Fiji, found that their industries could not
compete with the cheap labour offered by Chinese rural-to-urban migrant
workers. While Fijian production has already found several niche markets (and
this approach clearly offers a way forward for a number of manufacturers with
an attendant reprieve for their workers), benefits derived from bilateral trading
arrangements between Australia and Fiji cannot be expected to offset the
advantages offered to manufacturers by the Chinese-based clothing, textile and
footwear sector.

The South Pacific Regional Trade and Economic Cooperation Agreement
(SPARTECA), in tandem with a number of other arrangements including those
bearing the titles Import Credit Scheme (ICS), Tax-Free Factory Scheme (TFF)
and SPARTECA-Textile, Clothing and Footwear scheme (S—TCF), has allowed
Fiji's exports to enter Australia (and to a lesser extent New Zealand) duty-free.
The finished garments exported under these arrangements have had to meet 50
per cent rules-of-origin requirements (later, in 2001, reduced to a minimum of
35 per cent). These arrangements allowed Fiji's garment industry to boom during
the 1990s. 2! However, faced with the coup of May 2000, coupled with the end
of the ICS in June the same year (a scheme that had ‘given incentives for
Australian companies to source raw materials from Asia, add value in Australia
and then export to Fiji for offshore processing where the finished product could
re-enter Australia under SPARTECA’ 22 ), and now battling the consequences
of the end of the MFA, Fiji-based manufacturers are finding that their industry
has been dealt first one blow and then another. Moreover, rules of origin
advantages — even if now reconstructed in a streamlined, clear and
well-organised fashion into a program that successfully succeeded the ICS —
could obviously do nothing to reinstate the loss of Fiji's MFA-protected quota
for garments to be sold into the US market. It is now too late for specially
constructed Australian preferences to produce the outcome needed to ensure
the continued health of Fiji's cut, make and trim garment industry. Nevertheless,
Fiji’s Foreign Minister found himself again pleading for a better export deal for
his country. In spite of the already agreed extension of S—TCF advantages for a
further seven years (until 2011), in September 2005 he requested that Australia
further ‘relax its current rules relating to market access to Australia for garments
manufactured in Fiji’. This reduction in origin requirements would be from 35
per cent to 25 per cent. 23

It is also worth noting that there is now concern among Fiji's garment
manufacturers that if Australia signs a bilateral free trade agreement with China,
they would be further disadvantaged. Fiji-based manufacturers are stating that
if this happens the jobs of their remaining garment workers ‘are likely to
disappear overnight’. It is clear that their fear over this issue is doing its part in
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further eroding their confidence in their increasingly fluid and already fragile
industry. 24

The obvious and widely agreed view that Fiji's garment industry has made a
significant contribution to the nation’s economy must now be tempered by the
observation that, in the protected form that it took, the industry was likely to
fail to increase its productivity levels to a point where it would justify its
relatively high wages and on-costs. It is now clear that the industry will no
longer play its previous role in absorbing low-skilled workers and providing
foreign exchange earnings. The best-case scenario is that, with government
support and clear goals, the industry will be in a position to nurture a smaller,
but internationally competitive garment industry that will survive without the
benefit of preferences or subsidies. >

In a manner that mirrors criticism of the sugar industry’s failure to restructure
while protected by EU price and quota preferences, it has been pointed out that
the Fiji-based garment industry ‘illustrates the problems preferences can cause
developing economies’. The industry and its workers became trapped in
labour-intensive, ‘low-skill and low-technology’ cut, make and trim manufacture.
Nevertheless, it will be sorely missed. The consequences of its demise will be
‘immeasurable’ and will have a particularly sad and serious impact ‘on the tens
of thousands of urban poor ... who are inextricably linked to its continued
existence’. Most estimates are that the industry continues to employ some 12,000
to 15,000 workers, mostly women and often Indo—Fijian women, whose incomes
are estimated to affect as many as 80,000 people. 26

When considering the low-wage, low-technology state of Fiji-based garment
manufacture (a situation nurtured by MFA access to garment markets in the
USA, and both nurtured and exacerbated by ‘tied trade’ arrangements with
Australia), most commentators would agree with the observation that preferences

‘represent bad trade and bad development policy approaches’. 27

Scenario one: Migrants, settlements and the informal
economy

In this first scenario I will outline what could happen if Fiji governments continue
to be indecisive in the face of the significant economic problems that are on the
horizon. They are also the problems that will come into view if the Government
is unwilling and unable to ensure that the money offered for the purposes of
restructuring the sugar industry and providing alternative avenues of
employment for sugar farmers who are disadvantaged by the restructure fails
to ‘trickle-down’. With the sugar industry in decline and faced with, at best, a
choice between significant restructure, the inclusion of new forms of production
such as ethanol production, or closure, and a garment industry that is already
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well in decline, the Fiji Government and the people of Fiji obviously cannot
afford anything other than prompt, decisive, effective and efficient action. 28

In spite of the loan that has been approved by the ADB, a report published by
the bank notes that ‘accessible alternative occupations’ for those who leave sugar
leases that are no longer viable and who have been displaced by shrinking
employment opportunities in sugar-related occupations are likely to be difficult
to obtain. It is already clear that ‘formal employment will not keep pace with
population drift to urban areas’. This will mean that the rural-to-urban drift will
accelerate the expansion of informal settlement in Suva and there will be an
increased reliance on informal avenues for employment. 29 Already, anecdotal
evidence suggests that the profile of the residents of the Suva-Nausori corridor
has changed. It has been commonly agreed that residents in this corridor were
once predominantly indigenous Fijians. Today, it is said that almost half are
Indo-Fijians. The deleterious effect on the sugar industry of the end of a
significant number of sugar-farm leases and the reduced productivity of the
continuing leases, coupled with an attendant reduction in confidence in the
industry, is a sensible and reasonable way to account for this change.

The problems associated with urbanisation in Pacific Island countries are already
well documented. They are depicted as ‘numerous and serious’. Lack of sufficient
employment opportunities (particularly in the more secure and predictable
formal sector) in peri-urban areas of spontaneous urban settlement and the
downward pressure on wages in the formal and informal sectors created by
competition for work, are already cause for concern among planners and academic
commentators. They also note the obvious pressure on already hard-pressed
services such as a reliable water supply (now often having to be accommodated
in Suva’s outer suburban areas by the use of a 44-gallon drum covered by a flap
of plastic and left on the roadside to be filled from a water truck) and waste
disposal (with a significant portion finding its way into waterways and lagoons).
Indeed, the overall profile of urban poverty in Fiji is becoming a matter of acute
concern. ADB policy-makers have estimated that for the period 2002-03 urban
poverty in Fiji rose to the point where it included some 30 to 40 per cent of
urban residents. - (Just a little more than five years earlier, in 1997, a
Government/UNDP report found that in Fiji as a whole 25 per cent of people
were living below the poverty line, with a further 25 per cent surviving just
above this line). It has also been recognised that as many as 83 per cent of those
in poverty are employed. They are the working poor, and research has shown
that many of these working poor are already living in informal urban
settlements.>!

Urban commentators have been keen to point out that in the context of today’s
global economy, there are cities that gain and cities that lose. The cities that gain
are obviously those favoured by substantial international investment. Some
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cities have become ‘mega’ or ‘world’ cities. They include New York, London
and Shanghai and maybe even Sydney. They are cities that face outward,
embracing the world marketplace. However, other cities have suffered as the
manufacturing base they grew on has been shipped offshore. These cities include
Detroit and Pittsburgh, Sheffield and Liverpool, Dresden and Leipzig. (In
Australia they are rust-belt cities such as Geelong, Newcastle and Wollongong.)
In order to again flourish, these cities have had to reinvent themselves. Dresden
has wanted to become a new centre for micro-electronics in Germany, the English
city of Liverpool has presented itself as a cultural centre and the Australian cities
of Geelong, Newcastle and Wollongong have been keen to foster their image as
university cities. 32 However, there are obviously other types of cities. They
are not losing or in danger of losing their residents and they have not been left
behind and forced to retool and reorient because the manufacturing base that
gave rise to their very existence has moved offshore. These are developing-
country cities that are growing due to rural push. And, in the case of Fiji, the
likely outcome of a future considerable contraction in sugar production means
that cities (particularly Suva) are likely to undergo substantial growth.3 3

The changing spatial form of cities is reflecting the dynamics of globalisation
and it is clear that Fiji’s cities have been and will continue to be affected by this
dynamic. It is equally clear that it will be difficult for Suva to take advantage
of advice that suggests that cities ‘lower down the [global] system” will “have to
find niches in the global marketplace in order to survive’. This advice is not
appropriate. 4 Finding a market outlet (or niche) is obviously a good idea, but
the city will survive and grow even without this market chance. Though Fiji's
second city of Lautoka can be twinned with the tourist entry town of Nadi to
share the benefits that derive from tourism and so take advantage of a global
market niche, Suva is not geographically well placed to take advantage of tourism.
Suva is likely to survive as the country’s administrative centre and grow as a
warehouse for those whose incomes have benefited from protective sugar and
garment markets and pricing arrangements, and who are now to be left without
a regular, formal income. 35

While a number of First-World urban commentators either ignore the type of
developing-country city I have outlined above (doing no more than express
concern over cities where the population rises, but employment opportunities
are barely increasing or static), others are busily identifying interesting
possibilities for cities such as Suva. This latter group of commentators argues
that we should stop deploring the growth of informal settlements, squatter towns
and even slums. They argue that we should value measures such as ‘spontaneous
housing’. They are keen to point out that there are benefits to be derived from
‘self-help” housing and the growth in the informal economy that comes with
significant levels of rural-to-urban drift. Indeed, this approach seems to be
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already having an effect. In their latest pronouncement on development in the
Pacific region, those who set Australia’s aid goals have been arguing that self-help
and self-employment must be encouraged. They have noted the benefit that
would be gained from ‘removing regulatory barriers in the informal sector’ and
have even noted that measures such as moving street-traders on because ‘local
authorities decide to “clean up the town”’ (and quite often it is because they
lack formal permission and business licences) are not sensible initiatives in the
context of very high and still rising rates of urban unemployment. 36

In the West, the process of increased industrialisation and urban growth usually
accommodated the growing number of urban residents’ need for formal
employment. The cities needed the workers, but this is an experience that is in
stark contrast with that of most developing countries where there is insufficient
formal employment to satisfy residents’ needs. 37 Commentators who are arguing
for reassessment of Third World informal self-help communities and their
employment patterns recognise that the informal economy, where those who
come to town might well find work, has its faults. These have been extensively
debated. They know that ‘the great mass of unskilled workers has encouraged
the growth of “informal sectors” in every developing country’ (reflecting a lack
of investment in human capital) and they are well aware that these workers are
subject to insecure employment and are not protected by minimum wage
provisions. They also lack access to welfare services, and health and safety
provisions in the workplace are often ignored. Nevertheless, there is no doubt
that many poor urban households derive their living from the informal sector.
They and their families depend on it. It is also clear that this sector represents
concrete action by the poor to provide employment and to service their own
and others’ needs. >

Today a number of respected sources such as the ILO have not only recognised
the importance and value of this sector, they have argued that it would derive
considerable benefit from ‘state intervention in the areas of credit, technical
support and infrastructure’. In concert with this advice, a number of Fiji-based
academics have noted that most participants in their country’s informal sector
depend on moneylenders and relatives to access finance. They estimate that
these two sources account for 80 per cent of the finance used for investment in
informal enterprises and that the interest charged by moneylenders is ‘quite
high’. They estimate that it averages 34 per cent per annum. Moreover, the Fiji
Government has already recognised the need to support small, often family-run
and often informal-sector enterprises and now has legislation in place to promote
small and micro-enterprises. As well, aid donors are well aware of the benefits
to be gained from offering micro-financing to these enterprises (for example,
the EU has already established an EU/ACP Microfinance Framework Program).
It therefore seems that the considerable body of grant and aid funds from a range
of other sources that are to be used for the declared purpose of helping to
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‘develop alternative livelihoods for rural dwellers at risk in the restructure of
the sugar industry’ should be extended to those who are or who will come to
live in Suva. It will be sensible, indeed necessary, to extend the stated intention
of ‘livelihood’ projects aimed at encouraging sugar farmers ‘to engage in off-farm
livelihoods by promoting the development of small and micro-enterprises’ to
urban areas and particularly to what will be a fast-growing informal sector. ¥

A further option with regard to addressing the needs of recently arrived
rural-to-urban migrants begins with the observation that while
developing-country governments have constructed public housing in answer
to the demands of the poor, it is clear that their capacity to meet this housing
demand is often woefully inadequate. In many cases even maintaining any
existing stock of public housing is neglected, which might even worsen the
plight of the poor. It is then no wonder that in a manner that parallels their
advice in relation to the benefits that would derive from supporting the informal
economy, some commentators have concluded that public housing has proved
to be too costly for many developing-country governments and that this means
that self-help shelter is the best realistically available option. They also note that
spontaneous self-help shelters have an advantage over public housing because
they are likely to be improved and upgraded over time. And, in most cases,
self-built communities give rise to the spontaneous development of local
religious-centred communities (churches, temples and mosques) and informal
shops. These matters are clearly evident when viewing Suva’s dilapidated supply
of public housing and its squatter settlements. The obvious conclusion is that
government attention would be better directed towards providing support for
settlement housing. It has been pointed out that developing-country governments
could (and should) establish formal land lease arrangements that provide some
security for self-help settlements (indeed, the Fiji Government has done this in
the past) and that this innovation should be given preference ahead of continuing
investment in what has often become substandard and inadequate public housing.

Many indigenous Fijian settlements in and around Fiji's main cities are based
on informal arrangements with formally recognised indigenous landowning
groups. However, with increasing numbers of Indo-Fijian families likely to come
to town as rural-to-urban migrants, these arrangements will be forgone. These
migrants do not usually have connections that would encourage formal
indigenous-Fijian landowners to informally sublease land to them. This leaves
them relying on the use of public land, and experience to date demonstrates that
settlement then might often take place on land situated alongside suburban
waterways or under high-voltage electricity cables. More appropriate areas set
aside to be formally leased to self-help families would obviously be a very useful
government innovation in this context.
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Those commentators who are urging that informal settlement should be reassessed
also have a further point to make. It amounts to a sober caution. They note that
we (scholars, policy-makers and journalists resident in developed and developing
countries) have too often viewed self-help housing through a middle-
class/permanent urban resident lens. We have therefore seen squatter settlements
only as a source of increased social problems, as eyesores, a nursery for crime
and violence, and an environmental hazard. These settlements are seen as a blot
on the urban landscape rather than attempts by the poor to cater for themselves.
However, even with the best intentions, one of the problems that it will be
difficult to fund is the need for essential services, such as clean water, electricity
and sewerage for self-help settlements.*® The latter situation is underlined in
the case of Suva when it is remembered that there are squatter settlements that
have been in existence for decades and that have had stable and continuous
informal agreements with legally recognised landowners for this period of time
and yet have not so far been able to raise the funds required to have electricity
connected. The matter that all parties agree on is that ignoring the problems
associated with informal urbanisation is most certainly ill-advised. 41

Scenario two: Workers and remittances

Worker-remitted funds are already a well-established and recognised part of
Fiji’s economic landscape. However, today the quantity of remitted funds is
substantially increased. This is a phenomenon that does not apply only to Fiji,
or even only to the Pacific or the wider Asia—Pacific region. It is a worldwide
occurrence and now respected and sober international institutions such as the
ILO, the World Bank, the ADB, the Asia-Pacific Economic Cooperation (APEC)
group and the IMF, together with a range of aid providers including the
Australian Government and the EC, are paying attention to a situation that they
now argue ‘provides the most direct, immediate, and far-reaching benefit to
overseas workers, their families, and their countries of origin’.

Overseas worker remittances to families and communities in Fiji have risen and
risen again. By 2002 remittances from Fijian nationals living overseas had risen
to an estimated $F232.4 million (approximately $A180 million). A year later, this
figure was deemed to be $F243.4 million (approximately $A190 million) and, by
the end of 2004, some sources estimated it was as high as $F317 million
(approximately $A244 million). 42 Tt is clear that remittances are replacing sugar
and garments to rest alongside Fiji's flourishing tourist trade as the country’s
main means of generating foreign exchange. It is then equally obvious that
‘maximising the benefits from international migration is crucial’. Other Pacific
Island countries have already had considerable success in this area. Residents
have enjoyed increased consumption and the provision of services including
education and health facilities. They have also had access to improved housing
and there are reports of some small-scale investment, though it is also generally
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agreed that consistently successful formal schemes (rather than local ad hoc
schemes) aimed at encouraging investment instead of consumption have yet to
be implemented.

It is against the background of increased living standards for residents of other
Pacific Island countries and a demonstrated willingness for unskilled or
semi-skilled Fijians to seek overseas employment that Fiji's Prime Minister,
Laisenia Qarase, has applied pressure on richer neighbouring countries,
particularly Australia, to accept Fijian ‘guest workers’. He argued that if the
Australian Government was to demonstrate real concern over good governance
and security in the region, it must offer policy initiatives based on the premise
that “you can only have good governance and security if the citizens of the
country are living a reasonable standard of living.” He went on to say that ‘once
you take that away, then you have very fertile grounds for instability’.
Nevertheless, Australia’s Foreign Minister, Alexander Downer, and Treasurer,
Peter Costello, insisted that guest workers were not consistent with Australia’s
culture. Their immediate reaction was to conclude that Australian labour
shortages would be better met by extending the visas of working travellers
(usually young backpackers). 43

The extent of the improvement in a family’s lifestyle on the basis of remittances
received has proved to be hard to estimate, but it should not be underestimated.
While it is a widely held view that remittance funds are used primarily to meet
the consumption needs of recipient families, we also already know from anecdotal
evidence that remittances have been used as a source of low-level, informal-sector
investment and we would expect this to have the advantage of not being
encumbered with the very high interest rates imposed by moneylenders. John
Connell, who has done a great deal of work on the issue of remittances by Pacific
Island workers, has (together with Richard Brown) also noted that a range of
developing countries have already adopted formal measures aimed at encouraging
migrants to become investors. Connell and Brown have cited Turkish measures
giving migrants preferences in village development cooperatives, a scheme in
Pakistan that allows migrants to import machinery at concessional rates and to
invest in export-processing zones; and a Bangladeshi Government offer of
incentives for investing remitted funds domestically. 44 These types of initiatives
are becoming increasingly popular with developing-country governments and
international policy advisors. There are many examples. It is currently being
suggested to the Mexican Government that the role of micro-banks should be
boosted in order to promote rural and peri-urban development using remittance
monies. The argument used is a familiar one. It is that to date some 80-90 per
cent of remittance monies are dedicated to consumption and the reproduction
of workers. While there is evidence that remittance funds are also used for
housing and community projects and for health care and educational
opportunities, and it might well be the case that they reach further than merely
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reproducing usually unskilled migrant workers, the argument that remitted
funds are used predominantly for day-to-day consumption is well suited to the
push for a more productive domestic approach to the use of remittances. Those
promoting Mexican micro-banks have further boosted their argument by
recognising that many families in the home country lack efficient and safe ways
to save as well as lacking credit opportunities. They also cite the case of a
micro-bank having been spontaneously established by home country members
of a transnational community. This Mexican community was not only locked
out of usual financial services by the lack of formal financial credentials held
by citizens, but by geography. It was two hours from the nearest city on an
unpaved road. The community offered as an example consists of a municipality
that has 16,000 inhabitants in 60 small towns where somewhere between 40 and
70 per cent of the population have emigrated seeking work. The populations of
the towns are reliant on remittances as their main source of income. 4°

At the same time as discussions, conferences and debates in the international
arena have been focusing on the issue of worker remittances, commentators
within and outside Fiji continue to display a somewhat ambiguous approach to
the considerable growth in the country’s remittances. On one hand, they note
that skilled migrants such as nurses and teachers (together with rugby players
and soldiers) represent a loss of scarce human capital and, on the other hand,
they note that ‘remittances are one of the main sources of domestic spending
and are driving growth in the economy’. However, these commentators pay too
little attention to what is most likely to be a fast-growing number of unskilled
migrant workers who will remit funds to families who might well have been
reliant mainly on the informal sector for their income. Unless they add this group
to their consideration of the overseas worker/remittance issue, they will be out
of step with what is happening on the ground in terms of the current
international market in labour-time. Having made this point, I should also note
that the pressure to provide opportunities for not only skilled, but unskilled
potential migrants has been reflected in Prime Minister Qarase’s plea to Australia
to accept unskilled guest workers from Fiji; in the reported ‘success’ of the Pacific
Forum in an agreement sought with the EC to allow guest workers to enter the
EU; and in Fiji Government concern that ‘some order and accountability” be
brought to bear on ‘the overseas job rush’. It is known that ‘a sizeable number

work, some illegally, in Australia, New Zealand, and the United States’. 46

It is quite clear that in spite of a degree of indecisiveness in terms of the approach
of a number of commentators, ‘Fiji is catching up fast on the world’s latest
lucrative exporting commodity: human labour’. However, a number of the
pitfalls of this form of ‘export” are already evident. Apart from those who are
working overseas illegally, a number of Fijian workers remitting funds are newly
employed in contract work in Kuwait or Iraq and this has led to some problems.
In contrast with the 1,000 positions offered to Fijian men by the British Army,
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American contractors have been recruiting workers at rates much lower than
the cost of their home-country workers and this has allowed some people to
suggest that the present contracting of relatively cheap Fijian workers amounts

to ‘a form of 21st-century black-birding’. 47

Among the problems associated with the present growth in overseas workers’
remittances is one that has the smell of corruption. The promise of overseas
employment is offered in order to make quick and less-than-honest money. There
are a number of reports of fees as high as $F250 to $F300 being paid to be
considered for an overseas posting, usually in Kuwait or Iraq, while $F150 is a
quite usual payment. There are reported to be as many as 20,000 paid-up
applications for what is estimated to be a contract to supply a maximum of 2,000
workers. In the context of Fijian incomes, the application fee is considerable and
is often borrowed. The Fiji Government initiated an investigation into the
company concerned. 48 A further problem associated with the now much greater
reliance Fiji's citizens have on overseas remittances for employment opportunity,
domestic consumption and the generation of foreign exchange earnings is the
vulnerability to global forces that this form of income represents. Fiji’s sugar
and garment industries have already demonstrated just how hazardous the
international marketplace is. A possible and equally serious vulnerability would
be an economic contraction affecting host countries. This would, as we saw in
the 1997 Asian financial crisis, lead to migrant workers (legal and illegal) being
summarily repatriated. Their temporary status would ensure that they were
ineligible for severance payments; quite often migrant workers have not received
the wages owing to them. In the period after the Asian financial crisis it was
reported widely that some employers took advantage of the vulnerability of
their workers. They intentionally delayed or avoided wage payments and
dismissed employees unfairly. In some places, most notably in Malaysia and
Indonesia, xenophobia was expressed and had a marked effect on the treatment
of migrant workers. In times of economic contraction, it is likely that workers
will be given little or no notice of the change in their circumstances. Migrant
workers, and indeed resident garment workers in Fiji, have often been presented
with no more than a chained gate and, at best, a rough sign. 49 And, as though
the above concerns are not enough to consider, they by no means exhaust the
problems countries and workers and their families might have to address in the
course of depending on remittance incomes. For example, another global hazard
that has appeared on the remittance agenda concerns the push by a number of
well-established global financial institutions, and at least one regional grouping,
APEC, to ‘shape and formalise” (or more correctly, influence, regulate and, for
private companies, derive further profit from) worker remittance payments.

In mid-2004, a symposium was held in Tokyo to discuss ‘Shaping the Remittances
Market by Shifting to Formal Systems’. APEC, the World Bank and the ADB
sponsored this symposium. Their declared mission was to bring together ‘key
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stakeholders to discuss opportunities and innovations in the cross-border
remittance industry’. Their stated goal was to ‘create market incentives for
customers [workers remitting funds overseas] to shift from informal to formal
financial systems’. The World Council of Credit Unions, a range of
developing-country credit union providers, the Global Trade Association,
Western Union (claiming its success and ‘very strong business model’) and those
who favour ‘ATM-based money transfers’, and particularly ‘Visa and MasterCard
branded transfers’, were uniformly keen to point to the problems associated
with informal money transfer. They noted that when funds travelled home via
friends and relatives the delivery time was often slow. They also noted the
potential for loss and theft using informal transportation methods. They noted
the potential for black-market transactions and money laundering and then cited
the need to develop technologies, and delivery channels (with some suggesting
not only ATMs, but pre-paid cards and use of the Internet) in order ‘to harness’
workers’ remittances. In some cases, those presenting their ‘research’ to the
symposium found it necessary to display a disclaimer stating that their company
‘does and seeks to do business with companies covered in its research report
[and] as a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of the report’. The big business aspect
of many of the presenters was displayed particularly clearly when Western
Union boasted that it already had an ‘unmatched global network” that included
5,600 locations in Citibank branches, 4,300 in Wal-Mart stores, 11,400 Fedex
outlets, and no fewer than 30,000 outlets situated in McDonald’s restaurants.
Representatives from this same company also took time to lament that the market
for global remittances was fragmented and immature. It offered scope for further
development. >0

The attitude of international financial institutions to shaping and ‘enhancing
the efficiency of overseas workers’ remittances’ is in considerable contrast with
others who have focused principally on a range of social issues related to these
remittances.

Included among the institutions commenting on and attempting to influence the
ever-increasing flow of worker remittances is the IMF. Its focus, however, differs
from the concerns expressed by big business and those outlined by academics,
social commentators and NGOs, who are advising that funds be spent in a manner
that provides long-term benefits for the recipient society. IMF administrators
are concerned that ‘the compensatory nature of remittances presents a moral
hazard, or dependency syndrome’ and that this might impede economic growth.
They argue that developing country residents’ participation in productive
endeavours might be reduced and it is on the basis of this concern that they are
urging developing-country governments ‘to come up with policies that will

induce migrants to invest productively’. >l
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Yet another group of researchers who have been drawn into the forum shaping
and regulating international remittances (including a number employed by the
ADB) argue that developing-country governments whose workers are employed
overseas should upgrade the quality of preparatory education, provide special
skills training, identify new overseas labour markets and negotiate with host
governments for the proper accreditation of their workers. These researchers
have also noted that sending workers overseas who then remit funds to their
families and communities at home might go some way to ‘compensate for the
losses that a sending country might incur from brain drain or the skimming of
its highly skilled workers’. °2 This is the view that is currently reflected in
Australian government plans and pronouncements in relation to remittances
and overseas workers from the Pacific region. Claiming an ‘important new
direction for the aid program’, Australian Prime Minister, John Howard, has
announced the establishment of a Australia-Pacific Technical College. Noting
that ‘currently, workplace competencies in the Pacific often fall short of
[Australian] industry requirements’, Howard said that ‘the college concept is
aimed at increasing the number of skilled Pacific Island graduates as well as the
quality of their training’. A detailed design of the college was scheduled to be
presented to the Pacific Islands Forum meeting held in October 2006. >3

The Australian Government's skills-based approach to hosting overseas workers
might well be comforting for Pacific Island governments when they consider
the longer-term benefits of exporting their citizen workers. This is because it
comes with the assurance that at least a portion of the human capital generated
through this form of post-secondary education will be available for domestic
purposes together with recognition of the obvious point that the wages (and
therefore the expected remittances) of skilled workers are higher than those of
unskilled and semi-skilled workers. However, it will not provide immediate
employment and income for the workers who are already knocking at Australia’s
door. On the other hand, unless the workers of a sending country have access
to skills acquisition (either by the relatively widespread provision of appropriate
education through investment by aid providers or through the willingness and
ability of domestic governments to harness income remittance monies for the
purpose of educating workers), the present disadvantage in the international
division of labour will be cemented ever more firmly into place.

Conclusion

The EC’s decision to begin the withdrawal of its trade and pricing preferences
for ACP sugar exports as early as 2006 has led to criticism even from within EU
member states. For example, a British House of Commons report on fair trade
and the EU’s trade agreements with ACP countries, while not critical of the EC’s
reform of the sugar regime per se, gives voice to concern that due attention be
paid to the implications of reform on ACP countries that rely on the EU market.
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The authors of the Report were seeking reassurance that capacity outside the
sugar sector would be built in affected countries. >4 1f this production capacity
is to be successfully built in Fiji then the funds borrowed by the Fiji Government
from the ADB, together with the considerable flow of monies from a range of
other sources, including from the EC, will have to be used wisely. These funds
must not be used only to restructure the ailing sugar industry. They will need
to be invested in projects that provide employment opportunities for grassroots
sugar producers who lose confidence in their industry and find they have little
option other than to seek work in Fiji’s growing informal sector.

Employment opportunities and income for citizens and their families and
communities and the nation’s capacity to generate foreign exchange are areas
where the loss of EU sugar trading and pricing preferences will be keenly felt,
particularly when it is remembered that the problems associated with the sugar
industry do not stand alone. Fiji’s garment industry has declined. The free
market-informed decision to end the MFA without provision for any form of
global market regulation aimed at offsetting the disadvantage to be borne by
garment-producing countries that cannot match the low wages paid to China’s
rural-to-urban migrant workers is the most immediate cause of the difficulties
now faced by Fiji-based garment manufacturers. These are difficulties that have
combined with but cannot be overcome by trading concessions granted to Fijian
manufacturers by the Australian Government. Extending the S—TCF scheme and
reductions in ‘rules-of-origin’ percentages for cut, make and trim garments
returning to Australia will not compensate for the loss of US market quotas
attached to the MFA.

In the argument I have presented above, I note that the Fiji Sugar Cane Growers’
Council’s leader, Jaganath Sami, projected that ‘by 2009, at least 65 per cent of
cane farmers may not be viable’. >> This is a worst-case scenario. However, it
is already clear that a significant number of cane growers whose families will
no longer be in a position to live from the proceeds of their crops will move to
town and it is equally clear that the quality of their lives will be impacted greatly
by the policies adopted by their government. Not only will they require their
share of the funds flowing into Fiji to offset the negative impact of the end of
trade and price preferences for sugar, they will need to benefit from innovative
polices adopted by their government with respect to the provision of housing
and secure tenure of suitable land; the provision of basic services such as water,
electricity and sewerage; promotion of the informal economy, including the
possible licensing of informal trading enterprises such as roadside stalls and
backyard mechanical repair shops; the provision of accessible grassroots saving
opportunities and micro-credit facilities; and suitable investment in human
capital, particularly in the training of workers.
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The growth in remittances is a bright spot on Fiji’s economic landscape.
Remittances are being touted by international bodies such as the World Bank,
the IMF, the ADB, the ILO and even APEC as a means of providing ‘the most
direct, immediate, and far-reaching benefit for overseas workers, their families,
and their countries of origin’. The authors of such glowing endorsements then
often go on to note that ‘despite the social and other costs of migration, many
families of overseas workers, particularly those in the low-income sectors, rely
on remittances’. It is this reliance that has led to the current push to identify
measures that would ‘harness’ inflowing funds as an investment resource. There
would be considerable benefit to be derived from schemes intending to channel
these funds into projects such as the establishment of grassroots credit
cooperatives or micro-banks. However, there is another face to the current push
to ‘harness’ remittance monies. It relates to what has been described
enthusiastically as the ‘generation of vibrant competition among banks, money
transfer agencies, and other traditional remittance players ... to serve as
remittance conduits’. These banks, money transfer agencies and others are
claiming for themselves the brief of facilitating the shift of remittance payments
from informal to formal channels. They claim that their participation in ‘the
remittance market” will benefit those who work overseas and remit monies to
their families in their home country. 56 However, there is room for some
suspicion when it comes to assessing their claim to be promoting primarily
altruistic motives. Western Union's ‘vision’ of ever-more McDonald's restaurant
outlets for money transfers serves to underline the predominantly commercial,
profit-driven nature of their endeavours.
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ENDNOTES

LA very useful account of the problems facing Fiji’s sugar and garment (and tourist) industries is

Narayan and Prasad, 2003, pp. 3-27. The end of the Multi-Fibre Arrangement has also ended the stable

distribution of garment quotas to developing countries for imports to the EU and Canada.

2 There is considerable evidence of government dithering and disagreement over reform of the sugar

industry and there have long been ‘allegations of corruption and mismanagement in the FSC [Fiji Sugar
Corporation]’. See Narayan and Prasad, 2003, p. 19.

Commentators and academics often agree that the percentage of people living from the informal eco-
nomy who are resident in Suva is at least 60 per cent and many would argue that it is likely to be
higher. Conversation with Professor Biman Prasad, USP.

4 Those who represent the interests of international financial capital are now talking of a pressing need
to ‘shape the remittances market by shifting to formal systems’. It seems that while those whose interests
are associated with global investment have been very successful in resisting the calls to regulate capital
flow using measures such as the Tobin Tax, there is a considerable push to ensure that the flow of
workers’ funds in the form of remittances is subject to regulation and control. (Calls to regulate investor
capital flows were particularly loud in the wake of the 1997 Asian financial crisis.) The Tobin Tax has
been usefully profiled as a tax that ‘would levy a charge on foreign exchange dealings. The idea is that
the tax would discourage those people trading currencies just to make money, but would not deter
foreign exchange transactions for purposes such as medium to long term investment, buying imports
or tourism.” It has been noted that ‘although there are technical objections to the Tobin Tax and other
measures to slow [and regulate] the flow of capital, the primary obstacles are political’. See O’'Brien and
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