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THE ROLE OF GOVERNMENT IN PROVIDING 

ADEQUATE FOOD SUPPLIES: TARIFFS, QUOTAS, 

SUBSIDIES, AND OTHER APPROACHES 

Sitiveni Ha/apua oc 

In most Pacific island nations today, govern
ments are committed to the goal of rapid economic 
development. This is expressed in their constant 
indulgence in the laborious and comprising exercise 
of preparing successive development plans . Econ
omic development in the final analysis deals with 
the complex problem of choices. These choices 
determine the use of resources for the purpose of 
expanding quantity and quality of goods and serv
ices available to the population of the country. 
As in most developing countries, the economic plan
ners in the Pacific island nations have regarded 
the clue to economic development as being hinged 
on structural change. Thereby, emphasizing the re
allocation of resources so as to attain the "op
timum" or target output produced in a given period. 

In this context, it is important to recognize 
that we are concerned with the allocation or real
location of resources which are not only limited 
but also have alternative uses. Available re
sourc'es are scarce only in relation to the people's 
expectaiions and desires. It follows that every 
Pacific nation, however large or small, faces the 
inescapable reality that some material desires and 

* This text 'was delivered at the University of the South Pacific at 5.00 pm 
on Thursday 12 October 1982 as part of the series of Ray Parkinson Memorial 
Lectures on !:Food and National Development in the South Paci fie". 
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expectations must go unfulfilled. Equally impor
tant, as a corollary, it implies that from a 
government's standpoint, choices as to what, how, 
and for whom, goods and services should be pro
duced merit the utmost forethought. 

This reality of choice poses a major challenge 
to the governments of the Pacific island states. 
Their population's increasing desire for higher 
standards of living, associated with the transform
ation of the Pacific societies into a range of pol
itical systems, is virtually irreversible. The chal
lenge is further compounded by the inevitable so
cial and political forces that translate the prob
lem of allocation of scarce resources from the 
domain of efficiency to the arena of politics. 
The latter can be perceived as being a problem 
of distribution of benefits to various groups in a 
society. 

Ultimately, questions regarding priorities as 
to the use and share of scarce resources relative 
to a diversity of expectations, desires, and needs 
in any society provide the framework for the dis
cussion of any government's economic policy to pro
vide an adequate food supply. The two main points 
that confront policy makers are: (1) what are the 
policy options available and which policies and 
programmes should be embraced; and, (2) what re
sources can be mobilized and devoted ~ to such 
choices. 

To adopt policies that are likely to achieve 
desired goals, some form of participation by relev
ant interests must be sought. The primary purpose 
of this paper is to discuss the role of government 
in relation to the issues surrounding the merits 
and demerits of using such measures as tariff, 
quota, subsidies, etc. This can be seen as part of 
an integrated approach to the improvement and pro
motion of the domestic food supply. 

The situat ion of food and nutrition in the Pac
ific island nati ons has been ably expounded by 
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others in this series of lectures.* Attention has 
been focused on the need to place greater priority 
on domestic food production as a means to alleviate 
poverty. This concern calls for a closer look at 
the issues raised as to how far an increasing de
pendency on imported sources of a variety of foods 
can be supplemented, if not, reduced and replaced 
by domestic sources of food supply. 

There appears to be some general consensus on 
the idea of fostering strategies for reducing im
ported foods and expanding home food production si
multaneously. Unfortunately, advocates of such 
strategy are often divided on the question of which 
policies should be emphasized. The main problem 
appears to be related to the fact that development 
of domestic food production is far more difficult 
to achieve than restrictions of imported foods. 
The former is closely linked with social values and 
beliefs of producers ~nd consumers which are con
ditioned by, and bound up with, their social and 
economic conditions. The volume and variety of 
imported foods can be reduced to any level with the 
stroke of a pen whereas the sustained expansion of 
local food production in terms of quantity, quality, 
and variety, is to some extent conditioned by Lhe 
motivations of the producers. It is assumed that 
the local producers are motivated by their insa
tiable desire for material gains and will strive 
to improve efficiency of food production, given the 
available means of production. This is an ex
tremely difficult value to instil into the minds 
of many Pacific islanders. 

The motivation of semi-subsistence food pro
ducers are closely connected with the prevailing 
social system that governs the conditions of pro
duction and distribution. As in the case of non 
capitalist conditions of production, the survival 
of semi-subsistence producers depends not on their 
capacity to improve productive efficiency but 
rather on their ability to conform to and maintain 
the social traditional conditions of production. 

* Dr Barry Shaw and Dr Richard Taylor. 
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However, there is a wide range of policy op
tions that can be adopted to assist food production 
mainly in terms of offering a range of incentives 
to food producers. The type of policies required 
depends on the nature of constrain~s faced by food 
producers and governments in different countries. 
Such diverging constraints throughout the Pacific 
region are a reflection of the differences in, 
among other things, their imports, export depend
ency, market size, population feacures, and social 
cultural characteristics, as well as types and the 
rela~ive abundance of reso~rces. Bearing these 
differences in mind, the range of incentives asso
ciated with each policy option will be identified 
as well as their likely effects on target groups. 

Protective tariff is one of the instruments in
tended to restrict the growth of imports and pro
mote substitutes . . Accordingly, a government policy 
levies protective duties en selected imports and 
such duties ultimately raise the price of imports 
relative to that of local substitutes. Thus, high 
tariff rates can be set on certain types of foods 
for ~hich either domestic substitutes are available 
or consumption should be discouraged for nutritional 
and other reasons. This is carried out with the 
hope that part of such imports may eventually be 
rerlaced by locally grown or manufactured produce. 

It is important to stress that tariff rates do 
not provide a true picture of the level of protec
tion enjoyed by local food proclecers. In reality, 
: ~e precise level of protection accorded by tariffs 
~s ? qual to the amount of food imports squeezed out 
trom the local market. For instance, a 100 percent 
protective custom duty imposed on a particular im
ported food product accords no protection to fa
voured local producers if the share of such im
ported food in the domestic market remains unaf
fected. The reason for this is that the quantity 
of imported food items excluded by a given percent
age rise in price depends on the reaction of th e 
domestic consumers to such price increase. The 
more responsive food consumers are to a given per
centage rise in price, the higher will be the cut 

42 



in consumption of imported foods and the more ef
fective the tariff as a protective weapon. On 
the other hand, however, overseas food producers 
may improve efficiency and reduce their prices in 
order to maintain their share of the local market. 
This can be offset by a combination of different 
types of protective rates. 

Numerous factors co ,ltribute to the consumer's 
reaction to a percentage increase in food import 
prices, and a subsequent reduction in consumption 
of these items. The three major factors are: 

(a) the social and income status of consumers 
involved; 

(b) the availability of adequate, palatable 
domestic substitutes easily accessible 
to the consumer; and, 

(c) the consumer's desire to relinquish pref
erence for and habits of consuming such 
imports. 

In general, the larger the share of food imports re
lative to both domestic consumption and production, 
the smaller the effect of a percentage chang~ in 
price on the actual amount of food imports consumed. 
Therefore, in Pacific island countries where food 
imports enjoy a substantial share of the total 
domestic food consumption, the degree of protection 
derived by tariffs is relatively slOall. 

More specifically, if demand for a particular 
imported food product is inelastic (i.e., a very 
large proportional change in price will only lead 
to a very small proportional change in quantity 
demanded), the use of tariff measures will lead to 
an increase in consumers' expenditure on food items, 
rather than a reduction in the quantity of imports. 
When the demand for a particular imported food con
sumed is elastic (i.e., a very small proportional 
change in price will cause a considerable change in 
quantity demanded), tariff measures will be effect-
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ive in reducing the amount of imported foods con
sumed by that country. 

In many Pacific ~s lands today, the demand fo r 
certain food items such as tinned fish, canned 
meat, fa tty-stri ngy beef, mut ton flaps, dripping, 
fl our, sugar, tea, etc., is relatively inelastic. 
The duty imposed on these commodities increases 
their price and the households' overall expendi
ture on food without necessarily reducing the 
quantity of food imported. This wi ll redistribute 
the burden of protective duties against low income 
consumers. 

The motivation to improve efficiency and/or 
utilize unused produc tive resources to raise the 
level of food production,as a response to increased 
prices,will depend on a wide range of factors such 
as economic, techHical, psychological, cultural, 
and institutional. Very little is known of the pre
cise relationship between such complex factors and 
the motivation of producers in the Pacific island 
communities . Related to the issue of producer mo
tivation is the vexing question of the cultural 
traits of some Pacifi c cul tural group s . For ex
amp le, those who lack the necessary resources a nd 
des ire to produce more food often have a propen
sity to produce more children, thus more mouths to 
feed. As my f el l ow countrymen suggest silently 
through population growth: there is no difference 
between producing more yams for the family and ad
ding more children to the family. They are both 
investment activities because they provide a form 
of insurance against possible declines in future 
consumption. Consequently, we are poor in terms of 
food resources but are definitely rich in the num
bers of mouths to feed. 

According to the agricultural view , the in
crease in food supply may come from either expan
sion in the area cul tivated or improvement in mul
tiple cropping/intercropping or in crop yields. 
In Pacific island countries the semi-subsistence 
producers only market a small proportion of their 
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total food production. Thus the protection afforded 
by tariff devices is of little relevance. High 
protective rates may be slapped on certain imported 
foods causing the rise in price and a reduction in 
the level of consumption of these commodities. 
Although tariffs protect food producers' income 
from dropping, the increased prices help those who 
not only produce on a large scale but also can 
successfully market their produce. In this case, 
only commercial food producers and food processors 
gain from tariff protection. 

When tariff is not an effective import control 
mechanism, governments may find it necessary to 
impose import quantitative restrictions on certain 
imported commodities. Such import control mecha
nism, known as import quotas, fix the maximum quan
tity of a particular food product which can be im
ported during a given period. The maximum permis
sible limit must be set at the level below the ac
tual demand for such imports, else the quota be
comes a non-effective import control mechanism. 
The formulation of quota requires detailed historical 
records of food imports by individual importers. 

The main advantage of an import quota is that 
local food producers know the quantity of a partic
ular product which may be imported in a given 
period. This is in contrast for instance, to the 
tariff system where little is known of the exact 
amount of the domestic demand for target imported 
food items which could be reduced by a given pro
tective custom duty. Nor does anyone know how much 
local food products should be produced under a 
given protective custom duty. These types of un
certainties can be minimized if not removed by im
port quotas. 

Like tariff measures, the import quota raises 
the price of target imported commodities. Domestic 
consumption of such imported foods will drop since 
the amount of corresponding food imports is fixed. 
Unfortunately, the question of whether or not local 
food production will expand cannot be determined in 
advance. But in the case of local food processing 
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firms, which produce and marke t l es s desirable food 
substitutes, the qu ota res t r i c tion secures them 
witha stable share of the dome stic market. Thi s 
would not be guaranteed under the tariff syst em . 
For new food pro c e ssing firms , the market share 
secured under the protec t ion o f import quotas in
dicates the minimum sal es which they hope to get 
from the local market. Mor e importantly is the 
minimum market share whi c h r epre s ents the least 
productive capacity which inv estors should plan t o 
install in their factori e s. If not, many scarce 
resources will be wast ed on excess capacity whi c h, 
due to the lack of adequate demand and competiti on 
from imported foods, might n o t be used to the full . 
The existence of e xcess capacity, hopefully by ac
cident and not by design, wi ll give those concerned 
a good reason for asking the government to impose 
import restrictions on selected food products. 

Local farmers ' who supply the raw materials re
quired by food processing companies will benefit 
from the stable market share accorded by quotas. 
Though the consumption of imported food can be ef
fectively regulated by import quotas, the possibil
ity of any substantial increa s e in domestic food 
supply depends on the response of commercial and 
semi-commercial producers to the incentive of high 
prices for food. 

The difference between tariff and quota is that 
revenue is obtained from tariffs whereas there is 
none for quota. Food importers absorb the differ-
ence of the foreign exporter's price and the domes
tic price. If the food suppliers are well organized 
they can obtain the benefit by raising the prices 
they charge. Therefore, under a quota system, the 
consumers do not gain from fluctuating prices of 
foodstuffs on the world market. 

Moreover, there is the question relating to the 
allocation of import licences. The government may 
issue import licences on the basis of first-come
first-served, sell them to the highest bidders, or 
to those who are able to pay. Apart from the costs 
of administering such an import licence system, 
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the allocation of restricted import licences ulti
mately results in the allocation of profits among 
importers. Unless import quota is properly man
aged and controlled, it may be viewed as undesir
able because it creates temptation for corruption. 
The simple philosophy: "Prevention is better than 
cure" should be the aim of any good food policy. 

Also with quota, the domestic producers can in
crease the price of food with no fear of a cor
responding adjustment in the quantity of imported 
food concerned. Similarly, any shift in either 
the domestic demand for food or the domestic supply 
of food can only lead to a change in the price of 
food, since the volume of food imports remains un
altered. (In the case Df a tariff system, the dif
ference between import price and domestic price of 
food amounts to protective custom duty, any shift 
in either demand or sypply of domestic foods will 
bring about changes in the quantity rather than in 
the prices of food imported. 

Apart from such important differences, tariff 
and quota are both intended to restrict and control 
the growth of imports with the hope that they pro
vide a favourable economic environment for the 
development of local food production. The crucial 
question, however, is to how such policies affect the 
behaviour patterns of many thousands of semi
subsistence food producers who live and work in 
various social and economic circumstances of the 
Pacific islands. 

Because of the current trend of population 
growth in the Pacific, the food and nutritional 
situation is likely to be more critical in the very 
small island states where the shortage of cultiv
able land is acute. In most Pacific island states, 
agricultural commodities are their principle source 
of foreign exchange. It is therefore important to 
realize the delicate balance between food produc
tion for domestic consumption and food production 
for export. There is likely to be a trade-off bet
ween local food production and export production 
given the scarce factors of production. The ex-
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amples of the influence of coconut replanting 
scheme on traditional multicropping/intercropping 
system in Tonga, and the competition of vanilla 
trees with food crops in Ha'apai, reflect their 
trade-offs. For instance, how must land resources 
be added to the existing cultivated area to pro
duce a given increase in output of foods without 
affecting the export production. Some people , how
ever, may argue that if the government's policies 
give more support to export production with no 
protection for local food producers, the low in
come earners will be able to afford a vari-
ety of cheap and nutritious quality imported food . 
The force of this argument depends on the availab
ility of foreign exchange and access to outlets in 
the export market. This view ignores the fact that, 
in small Pacific island countries with low income 
families constituting the bulk of the population, 
food represents t~e largest single item of household 
consumption expenditures. Provided that the rate of 
growth in domestic food production fails to keep up 
with the population growth and the present level of 
per capita food consumption prevails in future, the 
demand for imported food will continue to rise. 
This constitutes a great drain on the foreign ex
change resources and affects its availability for 
the import of much medical infrastructural facili
ties for economic development. 

If the aim is to develop domestic food produc
tion, leaving agricultural export production unaf
fected, then policy devices should be designed and 
implemented in such a way as to encourage improv~
ments in the productivity of existing means of pro
duction engaged in food production. Such alterna
tive policy devices at the disposal of any govern
ment fall into three categories: 

(a) subsidization in the forms of input &nd 
product subsidies; 

(b) indirect support by provision of infras
tructural facilities, special concessions, 
research, and education, etc; and, 



(c) direct government involvement in c o mm e r
cial activities. 

Subsidization is money paid either by product sub
sidy or input subsidy by the government to food 
producers. The advantage of subsidy policy is that 
it can be used more precisely and selectively to 
promote the local food industry, whereas tariff and 
quota interfere with the free trade prices of im
ported foods. Input or production subsidy enables 
the domestic food producers to compete at the given 
pri ce by compensating for their higher production 
variable or fixed costs. The following examples 
illustrate the ways in which subsidies can be 
applied directly. 

(i) Input su~sidies 

Subsidy granted to a particular type of fertil
izer relevant to the production of a particular 
kind of food for domestic consumption. 

Transport subsidy selectively used to encourage 
the flow of local food supply between target 
areas. 

Capital subsidies for the cost of building cer
tain types of fishing vessels to encourage local 
fishermen to fis h not only in traditional grounds 
but also to venture out. 

Subsidy for the costs of clearing virgin land and 
planting with food crops. 

Subsidized animal feed such as chicken and pig 
feeds, etc. 

(ii) Production subsidy 

Government purc ha se of local foods from local 
farlliers at pre-determined price for resale at a 
lower price to urban consumers or to food pro
cessing firms. 
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Any subsidy policy can be designed to encourage not 
only food production using existing technology, but 
also the use of particular methods of production, 
raw m~terials, or factors of production including 
manp0wer skills. 

In the case of the Pacific island countries, 
subsidization provides a direct and effective way 
of reaching a large number of small scale food 
producers, who not only market a small proportion 
of their total food output, but also supply most 
of the local food demands of urban dwellers. 
There are various ways in which indirect government 
supports may be channelled to domestic food pro-
ducers. These include: 

(a) provision of organized marketing facil
ities and outlets; 

(b) construction of irrigation; 

(c) inter-island shipping freight concessions; 

(d) taxation concessions (grants mainly to 
food processing firms); 

(e) development bank loans to domestic food 
producers and fishermen; 

(f) improvement of rural roads; 

(g) expenditure on research work directly 
relevant to local food producers (not 
just export producers), selected food 
crops, multi-cropping, inter-cropping, 
etc. ; 

(h) provision of shore-support facilities for 
small scale fishermen, particularly boats, 
engines, repairs, etc. 

Investment in improved methods of production as a 
strategy for increasing productivity invariable re 
quires a considerable amount of capit31 that is 
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often beyond the small scale food producer's means. 
Increased productivity becomes a substitute 
for land. Even in these islands where there 
is no serious shortage of agricultural land, a well 
planned and suitable government support programme 
would assist semi-subsistence farmers to expand the 
land acreage used for food pr Gduction. 

Tn general, the nature of constrains corre
sponding to a particular system of food production 
would determine the kind of government-support pro
Grammes required. For instance, the type of support 
programme that would be necessary to expand 
food supplies within existing systems of food pro
duction would not be effective in a situation where 
radical changes in the production system are neces
sary. The latter requires direct government in
tervention through direct and indirect subsidy
programmes which is likely to have a better chance 
of success than tariff and quota protection in pro
moting improvements in the domestic food supply. 
However, the most pressing practical problem with 
regard to subsidy programmes is the obvious need 
for additional government revenue. 

Under a protective tariff system the consumers 
pay a higher price for food than they would under a 
non-government intervention situation. This govern
ment approach taxes the consumers in order to sub
sidize the food producers, which results in a re
distribution of income from the consumers of the 
protected foodstuffs to the producers (and import
ers) of such commodities. It is hoped that the 
amount of transfer may be invested in domestic food 
industry. The net decline in food consumption may 
be viewed as consumption distortion costs to the 
society as a whole. The government's costs arise 
from the administrative services involved in col
lecting tariff revenue. The import quota devices 
also involve a redistribution from consumers to 
producers. However, the consumption distortion 
costs would be greater than similar costs under tar
iff system. The government's costs include admin
istering import licences, collecting and analysing 
detailed records of imports by food importers, and 
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the setting up of a proper body to handle import 
licensing arrangements. 

Since protective tariffs and quotas raise the 
price of food, the low income families, whose de
mand for food is relatively inelastic, will have 
to spend a greater proportion of their meagre in
come on food. Thus, indirect taxes through tariff 
and quota tend to be regressive. 

Raising the price of basic necessities such 
as foodstuffs may affect the national economic 
growth. Schematically, this can be illustrated by 
the following causal linkages: 

Increased indirect taxes on food 

t 
Raise food pri ces 

~ 
Raise costs of living 

t. 
Pressure for hIgher wages 

A ff e c t {..p r 0 fit s 

J Affect Investments ___ 7u se le ss- labour -
~ intensive techniques 

Affect employment : 

t I 
ere ate m 0 r e un e m ploy men t~ - - - - . ..J 

Subsidy and indirect support approaches are 
mainly financed by the urban middle class, foreign 
aid, or by foregoing government expenditure on other 
services. In other words, the approaches may be 
financed through dire ct progressive taxes enabling 
the redistribution of income from general taxpayers 
to food producers. More importantly, the price of 
food is unaffected (at least not directly) and there 
will be no consumption distortion effects. Such 
approaches, however, incur high administrative and 

51. 



disbursement costs. In countries where the taxa
tion system embraces all sectors including the ele
ments of the food industry, the disbursement costs 
are small as subsidies can be channelled through tax 
concessions, custom duty concessions, etc. 

In the Pacific island economies, subsidy dis
bursement can be costly since the majority of small 
scale food producers are not incorporated into the 
taxation systems. They make up the majority of the 
untaxable agricultural sector. In practice, however, 
the subsidization of such food producers is chan
nelled through the provision of low cost infrastruc
tural facilities and input factors. It is not 
surprising that tariffs and quotas appeal more to 
governments than subsidization. The reason is 
that they provide simple ways of income distribu
tion from consumers to producers, and are less 
complex than the dire~t and indirect subsidy 
a pproaches. 

To conclude it can be stated that the government 
intervention could do more with subsidy devices 
than with tariffs or quotas. These systems a ssist 
in the development of domestic food production and 
supplies . The problems involved with im~roving 
the domestic production vary not only from country 
to country but also within each country. For, 
given the set of policies conceivable, their sub
stance should be feasible and sensitive to the 
cultural a nd economic circumstance of the individual 
concerned. Indeed, this cannot be achieved without 
much effort and time being devoted to the study of 
numerous dimensions of the issues. 

Above all, we must not forget that the island 
economies are small and vulnerable to various cir
cumstances which are outside our influence. This 
means that what we have under our control must be 
utilized wisely. By this, we can avoid the poli
cie s expressed in the Tongan proverb: 

Kuma si·'i i toe vela hono iku 
(A small mouse that burns .its tail.) 
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This proverb refers to the government's short
sighted policy which makes an already critical si
tuation worse. In the hope of providing an adequate 
food supply, the role of the government is to assist 
rather than to "burn the tails" of low income pro
ducers. To succeed in mi[Jimizing any waste of 
meagre and valuable government resources, policy 
decisions must conform to the social and economic 
reality uf producers and consumers. 
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