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EXECUTIVE SUMMARY 
 
 
Development Context Vanuatu has become one of the fastest growing economies in the 

Pacific region, with economic growth driven primarily by tourism, 
construction, and aid inflows. Annual growth averaged almost 6% in 
2003–2008 and is estimated to have reached 6.6% in 2008. 
However, growth has been largely confined to urban enclaves and it 
has generated few jobs in rural areas. Vanuatu remains a fragile 
state that is exposed to natural disasters, political instability, and the 
vagaries of the global economy. Remoteness, small market size, 
weak institutions, and limited absorptive capacity are key 
constraining factors in the implementation of external assistance. 
After an initial period of relative political stability following 
independence in 1980, Vanuatu witnessed 13 changes of 
government from 1992 to 2004. Since 2004, the political situation 
has been more stable. 
 
Vanuatu has so far been largely shielded from the impact of the 
global economic crisis, although its economic growth is expected to 
moderate in 2009 and 2010. In the medium term, the prospects are 
good, since tourism growth will remain strong, vacation and 
retirement property in Vanuatu is cheaper than in Australia and New 
Zealand, and there continues to be strong scope for high-value 
“niche” agriculture development. Political stability and a 
commitment to market-oriented reform have inspired Vanuatu’s 
main partners to increase their aid allocations, and the Government 
can now tap significantly more concessional resources to meet 
essential infrastructure requirements than it could a decade ago.  
 

Government 
Development Strategy 

The Government’s Priorities and Action Agenda is the nation’s 
poverty reduction strategy for 2006–2015. It emphasizes 
(i) expanding employment and income-earning opportunities; 
(ii) providing basic economic and social infrastructure; and 
(iii) fostering social stability. The key priorities include (i) private 
sector development and employment creation; (ii) macroeconomic 
stability and equitable growth; (iii) good governance and public 
sector reform; (iv) primary sector development (natural resources 
and the environment); (v) improved provision of basic services, 
especially in rural areas; (vi) education and human resources 
development; and (vii) economic infrastructure and support 
services. Vanuatu is lagging behind on achieving its Millennium 
Development Goal (MDG) commitments, but these have now been 
incorporated into its national planning goals and targets. 



ii 
 

Asian Development Bank 
(ADB) Development 
Strategy 

ADB will align its strategy with the Government’s poverty reduction 
strategy and will complement support provided by other 
development partners. It will help to address poverty reduction by 
assisting the Government to address constraints in 
(i) transport—by providing support for improved connectivity to 
markets and social services; (ii) urban development—by improving 
access to sanitation and drainage facilities and improve urban 
infrastructure with a particular focus on Port Vila; and (iii) energy—
by supporting greater energy efficiency, rural electrification, and 
renewable energy sources. Consistent with the Government’s 
strategy of fostering private-sector-led growth, ADB will aim to 
improve the enabling environment for private sector development 
through improvements in the legal and regulatory environment, 
better access to finance, and the reform and restructuring of state-
owned enterprises.  
 

Priority Sectors and 
Themes 

Sectors: energy (renewable energy, energy efficiency and 
conservation), transport and information communications 
technology (water transport), water supply and other municipal 
infrastructure and services (urban sector development).  
Themes: private sector development (policy reforms, private sector 
investment, public private partnerships, privatization). 
 

Financing Envelope Subject to an annual country performance assessment review, 
during 2010–2012 ADB envisions providing about $20 million in 
Asian Development Fund loans and $1 million per annum in 
technical assistance (TA) grant support for the proposed country 
assistance program. Support from regional TA and ADB-
administered trust funds will also be mobilized. After 2012, ADB 
support is expected to be in the order of $6 million per annum in 
Asian Development Fund loans as well as $1 million in TA per 
annum. 

  
Partnership 
Arrangements 

Efforts will be made to secure cofinancing for all projects. ADB will 
increase its field presence to help build country systems for project 
implementation and to improve partner cooperation.  

  
Risks and Mitigating 
Actions 

Key risks include political instability, institutional weakness, 
vulnerability to economic shocks, vulnerability to climate-induced 
extreme weather and variability, natural disasters exacerbated by 
climate change, and the possibility that the Government could 
decide not to borrow for development purposes. These risks have 
been mitigated by carrying out extensive, bipartisan outreach and 
consultation during country partnership preparation; ensuring that 
project infrastructure will be disaster-proof; encouraging private 
participation in efforts to close capacity gaps; and adopting a 
flexible and responsive approach to implementing the country 
strategy. 
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I. CURRENT DEVELOPMENT TRENDS AND ISSUES 
 
1. Vanuatu is made up of more than 80 islands, 65 of which are inhabited. The country is 
spread over 12,000 square kilometers and many smaller islands are remote from the urban 
centers. The two largest towns are the capital Port Vila, which is situated on Efate, and 
Luganville on Espiritu Santo. Vanuatu has a population of 235,000, with a population growth 
rate of about 2.4%.1 In 1980, Vanuatu gained independence from France and the United 
Kingdom after 76 years of joint administration. The urban economy is heavily dependent on 
tourism, property, and construction, while the rural economy is primarily agrarian with 
subsistence farming as its focus and copra, beef, cocoa, and kava produced for export. 
Currently, about 80% of the population lives in rural areas,2 although rural–urban drift has led to 
an urban population growth rate of 4.0% per annum. Estimates indicate that by 2020 Vanuatu's 
urban population will exceed 25% of the total. 
  
2. Economic performance has remained strong in recent years, driven primarily by tourism, 
construction and aid inflows. Nevertheless, Vanuatu remains a fragile country that is exposed to 
natural disasters, political instability, and global market volatility. The depth of the talent pool 
within government is limited. Weak institutional, management and absorptive capacity are key 
constraining factors in the implementation of external assistance, and are reflected in low 
project success rates, and continued reliance on project management units and donor systems 
for implementing aid. Vanuatu has not borrowed to finance public investment for almost a 
decade and any return to borrowing will require careful effort to ensure that capacity 
development, implementation issues such as procurement and other business processes, and 
aid coordination and effectiveness are managed appropriately. For further details on Vanuatu's 
economic situation, refer to supplementary Appendix A. 
 
A. Recent Political Developments 

3. After an initial period of relative political stability post independence in 1980, Vanuatu 
had 13 changes of Government between 1992 and 2004. Since 2004, the political situation has 
stabilized somewhat. In July 2004, a Vanua'aku Pati and National United Party coalition won the 
most seats, but failed to gain a majority in the Parliament. A government was formed by Serge 
Vohor of the francophone Union of Moderate Parties, who became Prime Minister. However, he 
was removed from office by a motion of no confidence and replaced by Ham Lini from the 
National United Party. The Vanua'aku Pati and National United Party are both social democratic 
parties, with strong support for market-oriented reform, and both receive most of their support 
from English speakers. 
 
4. In September 2008, some 330 candidates and 25 parties contested the 52 seats on offer 
in the Parliamentary elections. With these elections, the governing coalition was maintained, but 
Ham Lini was replaced as Prime Minister by Edward Natapei of the Vanua'aku Pati. This 
governing coalition survived four no-confidence motions in the first 3 months of its term of office, 
and is gradually broadening its precarious base of political support. Early indications are that the 
new coalition is committed to sustaining progressive reforms. For further details on Vanuatu's 
political situation, refer to Appendix 2. 

                                                 
1 Please refer to Appendix 1. Table 1.1. 
2 Government of Vanuatu, National Statistics Office, Vanuatu 2008. Census of Agriculture, 2007. Port Vila. 

http://en.wikipedia.org/wiki/Serge_Vohor�
http://en.wikipedia.org/wiki/Serge_Vohor�
http://en.wikipedia.org/wiki/Union_of_Moderate_Parties�
http://en.wikipedia.org/wiki/Prime_minister_of_Vanuatu�
http://en.wikipedia.org/wiki/Motion_of_no_confidence�
http://en.wikipedia.org/wiki/Ham_Lini�
http://en.wikipedia.org/wiki/Social_democratic�
http://en.wikipedia.org/wiki/English_language�
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B. Economic Assessment and Outlook 

5. After a decade of stagnation, Vanuatu grew at an average rate of 6% per annum 
between 2003 and 2008 (Appendix 1. Table A1.2), outperforming most other Pacific developing 
member countries (DMCs), while maintaining a relatively low inflation rate and a steadily 
improving fiscal position.3 Growth has been led by a particularly strong performance in tourism 
and property development. Tourism-related sectors account for nearly two-thirds of gross 
domestic product (GDP) and about 70% of the increase in economic growth in recent years. Per 
capita GDP adjusted for purchasing power parity is over $3,000 and is rising sharply, after 
having declined at an average annual rate of 1.1% during the 1990s. Growth remained strong in 
2008 at about 6.6%, driven by strong investment (gross capital investment has averaged 20% of 
GDP), service sector activity, and aid inflows. Inflation accelerated to 5.8% in 2008 from 4.1% in 
2007, driven by higher international food and fuel prices, appreciation of the Australian dollar 
and rapid private sector credit growth, although in the second half of 2008 inflationary pressures 
started to ease with declines in global commodity prices. Despite a volatile international 
economic setting, macro-economic stability has been maintained, thanks to prudent fiscal and 
monetary policies. Official reserves have grown to close to 6 months of import cover, well above 
the target level of 4 months.   
 
    Table 1:  Vanuatu: Key Economic Indicators 

  2003–2006 2007 2008 
Real GDP, Annual Change (%) 5.6 6.8 6.6 
Inflation Rate, Annual Change (%) 1.8 4.1 5.8 
Official Reserves, Months of Imports  6.6 7.6 5.8 

Source: Government of Vanuatu, National Statistics Office, 2003-2008, International Monetary Fund. 2009. Vanuatu 
Article IV Report. Washington D.C. 
 
6. Steady progress has been made in strengthening the Government’s fiscal position. 
Since 2004, small fiscal surpluses have been achieved, with a 2.2% surplus in 2008. 
Improvements in tax administration have increased domestic revenues from 18.7% of GDP in 
2003 to 22% in 2008. However, this has been achieved, in part, at the expense of development 
spending. From 2002 to 2006, public investment levels averaged less than 2% of GDP. Starting 
in 2007 development outlays have increased, reaching some 6.7% in 2008. In addition, the 
effectiveness of public spending remains compromised by the crowding-out effects of public 
sector wages and civil service capacity gaps. The public sector wage bill remains large by 
regional and international standards, and after a 25% increase between 2006 and 2007, it has 
reached 14% of GDP, accounting for more than 60% of 2007 recurrent outlays.  
 
7. Debt sustainability has dramatically improved in recent years. Between 2000 and 2008, 
the Government restricted its foreign borrowing to help reduce the public debt burden.  Fiscal 
consolidation helped to reduce external public debt from 40% of GDP in 2002 to 14% in 2008. 
Likewise, domestic debt declined from 15.6% of GDP in 2002 to below 10% in 2008. Official 
government debt is forecast to decline to just 16% of GDP by the end of 2011. Vanuatu’s self-
imposed debt management policy has limited annual debt service payments to 8% of 
government revenue. From 2002 to 2007, the ratio of the debt service to revenue averaged 
6.4%. Moreover, Vanuatu's ratio of external debt service to exports of goods and nonfactor services is 
one of the lowest (at around 1.5%) among ADB’s DMCs. Starting in late 2008, the Government has 
cautiously resumed external borrowing, primarily for projects with strong financial and/or 
economic rates of return.   
                                                 
3 This section draws heavily on: ADB. Forthcoming. Vanuatu Economic Report: Accelerating Reform, and 

International Monetary Fund. 2009. Vanuatu Article IV Report. Washington D.C. 
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8. Vanuatu pursues a managed exchange rate regime, with the vatu pegged to an 
undisclosed transaction-weighted4 basket of currencies of Vanuatu’s major trading partners. 
This approach is appropriate given the nation’s small open economy, its narrow export base, its 
generally sound fiscal policies, and its limited institutional capacity to conduct monetary policy. A 
combination of increasing services income, official grants, private capital inflows, and the import 
of project goods has resulted in a positive net overall balance of payments since 2002. 
However, increasing imports and net income outflows are expected to offset increases in 
tourism earnings in the short to medium term, with the current account deficit likely to widen. 
 
9. Aid flows. Aid is a key determinant of economic performance. At about 6–8% of GDP, 
aid funds 20–30% of Vanuatu's budget, depending on the cycles of the larger projects, and 
accounts for the bulk of the public investment program. In 2006, Vanuatu became the first 
Pacific island country to receive funding from the Millennium Challenge Corporation (MCC) for  
$66 million (17% of GDP) over a 5-year period for infrastructure development. With the MCC 5-
year allocation heavily frontloaded, total aid flows almost doubled between 2006 and 2007, from 
about Vt4.5 billion to nearly Vt7.8 billion, with all of the major donors (the European 
Commission, Australia, the People's Republic of China, France, Japan, New Zealand and the 
World Bank Group) planning to scale up their aid dramatically in the coming years to help 
maintain the positive growth and poverty reduction momentum.  
 
10. Economic outlook. Vanuatu has so far been largely shielded from the impact of the 
global economic crisis, although its short-term performance is expected to moderate with growth 
in 2009 forecast by the International Monetary Fund to be 3.0%, by the Ministry of Finance and 
Economic Management to be 3.8%, and by the Reserve Bank to be 3.5%. Visitor arrivals 
continued to grow strongly in the first quarter of 2009 with tourism benefiting from a substitution 
effect away from more expensive destinations.5 Some near-term slowdown in property 
investment is anticipated, although medium-term prospects are good since vacation and 
retirement property in Vanuatu is cheaper than that in Australia and New Zealand. In addition to 
tourism, there continues to be strong scope for high-value, niche agriculture development, 
building on recent success in livestock, copra and kava production. Political stability and a 
commitment to market-oriented reform have inspired Vanuatu’s main partners to increase aid 
allocations, and the Government now has substantially more fiscal capacity to tap 
concessionary loan resources to meet essential infrastructure requirements.  
 
11. Governance. Vanuatu performs better than the average for the Pacific islands on all six 
standard governance indicators. Improvements can be seen between 1996 and 2007, 
particularly for political stability, rule of law, and control of corruption.6 In relation to public 
financial management (PFM), fiscal aggregates have improved significantly since 2000 on the 
back of better macroeconomic performance, fiscal management, and PFM arrangements. The 
Australian Agency for International Development (AusAID) Governance for Growth Program is 
supporting a program of PFM capacity building, including provincial PFM capacity building. 
Provincial financial controllers are being appointed to establish greater accountability and 

                                                 
4  The transactions weighting is based on trade and tourism receipts. 
5  There appears to be a strong substitution effect in tourism from the Western Pacific from long-haul to nearby 

destinations. As of April 2009, cruise ship arrivals have grown by a 200% in year-ended terms, while visitors by air 
have increased by 21.3%.  

6  For further details on Vanuatu Governance Assessment, please refer to Supplementary Appendix B, and  D. 
Kaufmann, A. Kraay, and M. Mastruzzi. 2008. Governance Matters VII: Governance Indicators for 1996-2007.   
Washington DC, World Bank Institute. 
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oversight and decentralize decision-making authority.7 In addition, the Government is 
strengthening procurement processes, particularly through institutional strengthening. It has 
recently begun working on amendments to the Government Contract and Tenders Act.   
 
12. Steps have been taken to combat corruption, although accountability institutions remain 
weak. Vanuatu joined the ADB and Organisation for Economic Cooperation and Development 
(OECD) Anti-Corruption Initiative for Asia-Pacific on 30 November 2001 and is strengthening its 
law enforcement capacity. Nevertheless, the formal accountability institutions—Parliament, the 
auditor general's office, the ombudsman—are largely ineffective, and decision-making within the 
Government is not transparent. Many state-owned enterprises (SOEs) and statutory bodies 
have not submitted their accounts for a number of years, the position of Auditor General is 
vacant, the audit office has only unqualified staff, and there is a substantial backlog of 
government audits. The Expenditure Review Committee, which is responsible for scrutinizing 
public expenditure, only recently resumed meeting after more than 5 years.   
 
13. Private sector development.8 Vanuatu's improved economic performance in recent 
years can be attributed to its open trade regime, improvements in economic policy, and gradual 
progress in the quality of institutions. Deregulating access for international airlines has boosted 
competition and improved access to tourists. The issuing of a license to a second mobile 
telecommunications provider has broadened access and lowered costs. Prudential regulation in 
the financial sector has been strengthened; a new commercial bank entered the market in 2008; 
credit to the private sector has steadily increased; and market-oriented microfinance programs 
have been introduced.  
 
14. If the positive momentum in private sector development is to be maintained, 
competitiveness will need to be improved substantially. The allocation of land is especially 
contentious. Customary land ownership arrangements enshrined in the Constitution make it 
difficult to use land as security for borrowing and for productive investment opportunities, and 
often give rise to ownership disputes. According to the World Bank’s Doing Business 
Indicators,9 Vanuatu is ranked 60 out of 181 countries for the ease of doing business in 2009. It 
is estimated that it requires 8 procedures, takes 39 days and costs 55% of per capita gross 
national income to start a business in Vanuatu. It takes up to 2.6 years and costs 38% of 
recoverable assets to close a business. Nearly 30 days are required to clear a shipment of 
imports, at a cost of nearly $2,225 per container, by far the highest in the Pacific region. 
Infrastructure services are poor and expensive, with many people lacking access to safe and 
reliable interisland shipping services. Port charges, electricity tariffs, and internet charges are 
the highest among Pacific DMCs. Weak regulations and low levels of public investment 
contribute to underinvestment in essential infrastructure. SOEs continue to play a large role in 
the economy, draining budgetary resources. Generally, SOEs are poorly governed and operate 
with limited supervision. The commercial legal framework is based largely on old and outmoded 
legislation. Courts are costly and time-consuming, and have large case backlogs. A recent 
OECD report suggests that Vanuatu's status as a tax haven continues to cause concern 
internationally.  

                                                 
7 AusAID. 2007. Governance for Growth Program: Design Document. Canberra.  
8 For more information on private sector development see ADB. 2009. Sustaining Growth: A Private Sector 

Assessment for Vanuatu.  Manila, included as Supplementary Appendix C. 
9 World Bank. 2008. Doing Business 2009.  Country Profile for Vanuatu. Washington D.C. 
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C. Poverty Reduction   

15. Growth has reduced poverty, although it remains serious in urban areas. Destitution is 
rarely encountered, but many people suffer from “poverty of opportunity” in terms of a lack of 
access to basic services, jobs, and education, and a persistent struggle to mobilize sufficient 
cash to meet regular expenses. Some 40% of the population was estimated to be poor in 1998.  
In 2006, it was estimated that 15.9% of the population had incomes below the basic needs 
poverty line, while in Port Vila some 32.8% of the population had incomes below the basic 
needs poverty line (Table 2). Levels of inequality are also relatively high, with the average Gini 
coefficient in 2006 estimated to be 0.41. Inequality was high even in the countryside (Gini 
coefficient of 0.40) and very high in Port Vila (Gini Coefficient of 0.45). For further details on 
poverty and hardship issues, see Appendix 2. 
 
16. Although average incomes in Port Vila are nearly five times those in rural Vanuatu, 
poverty incidence is much higher in the urban areas. If current rural–urban migration rates 
continue, by 2020 about 25% of the population will live in Port Vila.10 Rapid rural–urban 
migration is contributing to the spread of urban slums marked by poor sanitation, drainage, and 
waste disposal. The number of unemployed school leavers is affecting livelihoods, law and 
order, and social stability.  
 

Table 2:  Poverty Incidence by Geographic Region 
(Proportion of the Population with Expenditures Below the Poverty Line) 

Region Food Poverty Line (%)11 Basic Needs Poverty Line (%)12 
Vanuatu (Average) 7.4 15.9 
Rural 6.6 10.8 
Luganville 2.2 10.9 
Port Vila 5.4 32.8 
Source: Vanuatu National Statistics Office, Asian Development Bank and United Nations Development Programme. 
2008. Vanuatu: Analysis of the 2006 Household Income and Expenditure Survey. Port Vila.  
 
17. Vanuatu has already exceeded its Millennium Development Goal (MDG) income poverty 
reduction target (20% poverty incidence by 2015) and solid progress has also been registered in 
infant mortality, boosting the proportion of births attended by a skilled birth attendant (93% in 
2006), increasing life expectancy (from 54 years in the 1970s to approximately 70 years today) 
and boosting child immunization rates.13 However, social indicators remain poor and Vanuatu is 
not on track to meet many of its other non-income MDGs.  
 
18. Women face a high risk of vulnerability in Vanuatu. While women have equal rights 
under the law, they are only slowly emerging from a traditional culture characterized by male 
dominance and a general reluctance to educate women. Many rural women in particular have 
little or no education, and with limited literacy or other skills, compounded by the limitations on 
economic life in remote areas, most have very few opportunities to earn cash or improve the 

                                                 
10 Government of Vanuatu, Department of Trade, Industry and Development. 2008. Vanuatu: Diagnostic Trade 

Integration Study, 2008 Report. Port Vila. 
11 The Food Poverty Line measures the cost of a minimally nutritious diet, based on an average adult daily food-

energy intake of 2,100 kilo calories. (This is the minimum food-energy intake recommended by the Food and 
Agricultural Organization of the United Nations, and the World Health Organization). 

12 The basic needs approach is one of the major approaches to the measurement of absolute poverty. It attempts to 
define the absolute minimum resources necessary for long-term physical well-being, usually in terms of 
consumption goods. The poverty line is then defined as the amount of income required to satisfy those needs. 

13 For further details on progress toward the Millennium Development Goals and Targets please refer to Appendix 1. 
Table 1.3. 
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standards of living for themselves or their families. Land inheritance is mainly patrilineal, and 
women have little access to credit. Despite efforts by the National Council of Women and 
development partners to boost their political participation, women have just one seat in the 
national Parliament. Domestic violence against women is a serious and growing problem, which 
has yet to be effectively addressed by the Government. 
 
D. Vulnerability and Climate Change 

19. Poverty reduction is inextricably linked to the sustainable management of Vanuatu’s 
natural resource base. The country is extremely vulnerable to natural disasters and the 
Commonwealth Vulnerability Index assessed it as the most vulnerable country of 111 assessed. 
Vanuatu is located in the “ring of fire” and the “cyclone belt” of the Pacific. It is vulnerable to a 
wide range of climate-related hazards, more than most other Pacific countries. Key 
environmental management challenges include: (i) climate change and sea-level rise; (ii) soil 
erosion and land degradation; (iii) coastal erosion; (iv) loss of forests; (v) loss of biological 
diversity; (vi) water pollution; (vii) waste disposal and recycling; (viii) reef destruction and over-
exploitation of marine resources; and (ix) natural disasters. In addition, rapid economic growth, 
a young and rapidly growing population, urban drift, urban land speculation, agricultural 
intensification, deforestation, weak coastal management systems, poor sewage and waste 
disposal, and the use of diesel for power generation threaten the integrity of the natural 
resource base. While environmental laws and regulations are broadly sufficient, enforcement is 
lacking due to insufficient political commitment, the understaffing of the Environment Unit in the 
Ministry of Lands, and inconsistent implementation of environmental laws and legislation.  
 
20. Global warming will have an impact on the poor. Since the beginning of temperature 
recording on the main island in 1949, annual mean temperatures have increased by about 
0.5oC, average rainfall levels have decreased, and extreme weather events have been more 
frequent. The expected impact of global warming on Vanuatu is a drier and warmer climate, with 
more frequent extreme climatic events, and warmer seas. A National Action Programme for 
Climate Change Adaptation was completed and approved by the Government in 2007. For 
further details on Vanuatu Environmental Indicators please refer to Appendix 1. Table 1.4. 
 
E. Implications for Country Partnership Strategy 

21. Government development strategy. The Government’s Priorities and Action Agenda 
(PAA),14 developed with ADB support, is the poverty reduction strategy for 2006–2015. It 
emphasizes: (i) expanding employment and income-earning opportunities; (ii) providing basic 
economic and social infrastructure; and (iii) fostering social stability. Key priority areas include: 
(i) private sector development and employment creation; (ii) macroeconomic stability and 
equitable growth; (iii) good governance and public sector reform; (iv) primary sector 
development (natural resources and the environment); (v) improved provision of basic services, 
especially in rural areas; (vi) education and human resource development; and (vii) economic 
infrastructure and support services. The highest strategic priority is creating an enabling 
environment for private-sector-led economic growth, including measures to foster public policy 
reform and promote good governance, improve the investment environment, and provide 
infrastructure and support services to put the economy on a higher, and more inclusive, growth 
trajectory. The Government has developed a medium-term action program for the PAA entitled 

                                                 
14 Government of Vanuatu. Ministry of Finance and Economic Management. 2006. Priorities and Action Agenda 

2006–2015: An Educated, Healthy and Wealthy Vanuatu. Port Vila. 
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Planning Long, Acting Short,15 which prioritizes a set of short- and medium-term development 
initiatives. Both the PAA and the action program endorse achievement of the MDGs, and 
incorporate them as part of the country’s long-term performance goals and indicators.    
 
22. While the PAA provides broad strategic directions, the degree to which it can guide 
public investment and external assistance priorities is limited because of a lack of prioritization, 
costing, supportive policy measures, specific performance targets and clear monitoring 
arrangements. Implementation of the PAA is the responsibility of each line ministry and 
government agency. Few of these agencies have detailed sector plans or strategies, and of 
those that do, the correspondence between plans, budgets and service delivery outcomes is 
limited. Provincial governments have developed their own rural economic development 
initiatives, or local plans, but these have received scant funding and attention from the central 
government. To help foster more bottom-up participation in the planning process, the 
Government is now making efforts to incorporate the rural economic development initiatives into 
national plans, and a central unit within the Ministry of Internal Affairs has been established to 
coordinate this effort. 
  
23. The PAA, and Vanuatu’s development partners, recognize that the nation faces a 
complex set of interrelated challenges and constraints. Three of the key binding constraints to 
inclusive growth and poverty reduction include the following.  
 
(i) Isolation and limited scale economies. Geographical isolation and the consequent 

distance from major markets limit opportunities for international trade. A weak interisland 
distribution system also limits opportunities for domestic trade. The United Nations 
Conference on Trade and Development reports that Vanuatu is 20% more remote than 
other developing countries and that the remoteness of its population exacerbates its 
exposure to shocks and contributes to its vulnerability.16 Remoteness contributes to the 
narrow economic base, high costs, and a limited range of merchandise exports. 
Vanuatu’s size and the geographic dispersion of the population also limit opportunities to 
exploit economies of scale and scope.  

(ii) Infrastructure deficiencies. There are tremendous gaps in the provision and operation 
of physical infrastructure, particularly in poor and remote rural areas. Donor assistance 
in the late 1990s and early part of the decade was focused on policy reform, reducing 
public investment in infrastructure to an extent. The Government’s efforts to reduce its 
debt burden over the past decade have also contributed to low levels of infrastructure 
investment. Infrastructure deficiencies contribute to exclusion, raise costs, reduce 
access to essential social services, and increase the size of the few urban centers. Even 
in the better-serviced urban areas, the costs of electricity, water and port services in 
Vanuatu are among the highest in the Pacific region.   

(iii) Weak institutions and regulations. A dearth of skills, resources, and performance 
incentives make it difficult to provide high-quality public services. Indigenous enterprises 
find it difficult to access credit to operate or expand businesses. Difficulties with land 
tenure create problems for foreign investors and local businesses. Commercial laws are 
outmoded and their enforcement difficult. High civil service wages, low accountability, 
and a culture of impunity impede the delivery of responsive public services. Including all 
statutory bodies, the Government operates approximately 20 government business 
enterprises, many of which provide inferior services, compete on unfair terms with the 
private sector, and drain the budget. 

                                                 
15 The Government of the Republic of Vanuatu. 2009. Planning Long, Acting Short 2009-2012. Port Vila. 
16 United Nations Conference on Trade and Development. 2009. Vulnerability Profile of Vanuatu. Port Vila. 
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24. While Vanuatu’s challenges are formidable, its opportunities are manifold. It has a young 
and talented workforce, an open economy, and a government committed to fostering private 
sector development. Vanuatu has a favorable reputation among investors and holiday makers, 
particularly in the Australian and New Zealand markets and tourism has continued to do well 
even during a period of global downturn. There is tremendous scope to expand the production 
of high-value cash crops, and to extend tourism and recreational-property development to new 
islands. New developments in mass communications and the internet will help to overcome 
barriers posed by remoteness, and Vanuatu’s development partners remain firmly committed to 
fostering development and reducing the nation’s vulnerability.   
  

II. PORTFOLIO MANAGEMENT ISSUES 
 

A. Portfolio Performance 
 
25. Since 1983, ADB has provided nine loans in Vanuatu, with net loan amount of         
$49.0 million (Appendix 1. Tables 1.5 - 1.6). In terms of value, law, economic management and 
public policy was the largest sector (39% of total lending), followed by multisector (29%), 
transport and communication (18%), finance (12%) and agriculture and natural resources (2%). 
ADB has not had lending operations in Vanuatu for nearly a decade and its Pacific office in Port 
Vila was closed in 2005.   
 
26.  As of 24 August 2009, ADB had approved 56 technical assistance (TA) projects for 
$16.9 million, of which 17% were project preparatory and 83% advisory. In terms of value, law, 
economic management and public policy was again the largest sector (42.1%), followed by 
finance (23.3%), transport and communication (13.1%), multisector (11.2%), agriculture and 
natural resources (5%), education (3.5%), energy (0.9%), industry and trade (0.5%) and health, 
nutrition and social protection (0.3%). There are currently four active TAs with a total value of 
$2.7 million. 
 

Table 3. Ongoing Operations 
(as of 24 August 2009) 

 
TA Number Name Approval Date Amount 
4457-VAN Secured Transactions Reform 02-Dec-2004 $800,000 
4856-VAN Financial Services Commission Strengthening 24-Oct-2006 $800,000 
7023-VAN Access to Financial Services 12-Dec 2007 $600,000 
7288-VAN Interisland Shipping Support Project 25-May-2009 $500,000 

Source:  ADB project files.  
 
B. Performance Monitoring and Evaluation 

27. Nine projects have been completed since 1989, of which six were rated successful. The 
Development Financing Project (completed in 1999) and the Comprehensive Reform Program 
(CRP) (2002) were rated partly successful, the Urban Infrastructure Project (2003) and the 
Cyclone Emergency Rehabilitation Project (2003) were rated successful, and the Santo Port 
Main Project (1991) and the Santo Port Supplementary Project (1999) were rated generally 
successful. Common issues identified by evaluations include overly ambitious and complex 
project design, lack of adequate upstream design work, insufficient attention to administration 
and institutional capacity, and difficulties with tender processes and procurement.  
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28. The CRP, described in Appendix 3, is a work in progress, and its continued evolution 
demonstrates the Government's commitment to improving the enabling environment for private-
sector-led growth. A recent Independent Evaluation Department evaluation found that the 
CRP's agenda remains unfinished in a number of areas and that the impacts of public sector 
reforms have been modest.17   
 
29. In recent years, ADB has narrowed its policy reform focus and has helped the 
Government to improve the private sector enabling environment. In this area, the performance 
of ADB assistance has been broadly satisfactory. Advisory assistance support for the 
development of the National Bank of Vanuatu (NBV) has helped NBV return to profitability and 
expand its lending operations in rural areas. The introduction of a market-oriented microfinance 
scheme by NBV has also been a major success. Solid progress has been registered in 
developing new commercial legislation, the Personal Property Securities Act was enacted in 
2008, and a personal property securities registry has been operating since April 2009.  
 
30. Over a period of nearly two decades, ADB assistance has made important contributions 
to economic development and poverty reduction in Vanuatu. Building on lessons of experience, 
continued support should be provided for private sector development. To help overcome serious 
infrastructure deficiencies, consideration should also be given to resuming lending in key 
sectors, in particular transportation and urbanization. ADB should also help to strengthen the 
institutional capacity of executing and implementing agencies and to improve procurement and 
disbursement arrangements. Long-term capacity development programs linked to strategic 
investment operations are needed to help transform the role of government and build core 
development management competencies. For further details on portfolio management issues 
please refer to the Completion Report for Vanuatu Country Operations 1998-2008 (Appendix 4). 

III. PARTNERSHIP STRATEGY AND PROGRAM 
 
31. ADB’s strategy for the next 5 years is aligned with the goals and objectives of the 
government's PAA and the Planning Long, Acting Short action program. ADB’s assistance has 
been closely harmonized with support underway and anticipated from the main development 
partners.18 The strategy builds on recent success in improving the private sector enabling 
environment and recognizes the importance of complementing the Government’s ongoing CRP 
with support for reform in key sectors.   
 
32. The partnership strategy is in line with ADB's approach for engagement in weakly 
performing countries19 and with internationally adopted principles of good international 
engagement in fragile states.20 These include (i) an emphasis on long-term support for country 
systems and capacities in core areas of ADB interventions and comparative advantages in the 
country (such as infrastructure, and private sector development), (ii) the inclusion of skills 
development and institutional development components in all operations, (iii) a focused 
assistance program aligned with the government's short-term priorities and capable of delivering 
quick gains, and (iv) simpler project design and streamlined business processes.21 In the 
preparation and implementation of new lending operations, procurement risks will be identified, 

                                                 
17  ADB. 2009. Support for Public Sector Reforms in the Pacific. Manila.  
18  For further details on Partnership Strategy and Program Formulation please refer to Appendix 5. 
19  ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries. Manila.   
20  The Organisation for Economic Cooperation and Development’s Development Assistance Committee Learning and 

Advisory Group and the Paris Declaration on Aid Effectiveness. 
21  Business processes that have proven cumbersome in the past have included rules for procurement or engagement 

of consultants, required rates of return on projects, and due diligence on safeguards.  
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mitigation measures formulated, and procurement capacities strengthened. Flexibility will be 
reinforced through the annual business planning process, while the mid-term review will re-
assess the strategy in view of political and economic developments of the country. 
 
33. The anticipated increased level of engagement, particularly given the envisaged 
resumption of lending, will require ADB to increase its field presence so it can assist the 
government to supervise operations and mitigate risks, participate in donor dialogue, and 
support the national aid effectiveness agenda.  
 
34. ADB’s proposed strategic support for Vanuatu can be divided into three core sectors and 
one core theme. The core sectors are: (i) transport to improve connectivity to markets and social 
services; (ii) urban development to improve access to sanitation, drainage, and other urban 
infrastructure, particularly in Port Vila; and (iii) energy to increase energy efficiency and the 
development of renewable energy sources.22 Consistent with the Government strategy of 
fostering private-sector-led growth, ADB's core theme is improving the enabling environment for 
the private sector through improving the legal and regulatory environment, increasing access to 
finance, and reforming and restructuring SOEs. ADB will continue to provide knowledge 
products such as the 2009 economic report23 and development plans and strategies on the key 
sectors of ADB involvement. To help reduce poverty and address the high levels of inequality, 
the proposed strategic interventions will have a particular focus on disadvantaged areas and 
groups by combating rural isolation, upgrading urban slums, broadening access to affordable 
power in the countryside, and widening opportunities for rural enterprise development.  
 
A. Country Partnership Strategy and Operational Focus  

35. Transport. Interisland shipping issues continue to constrain economic growth, 
particularly in outer islands where market linkages are poor. Outside Port Vila and Luganville, 
shipping services call at about 36 small jetties or wharves and many more informal anchorages 
or beach landing sites. Transport systems suffer from a dearth of capital investment, and 
infrastructure is often inadequately maintained and in need of rehabilitation and ongoing 
maintenance. Systems for planning, monitoring and setting sector policy are weak. Wide-
ranging reform to maritime transport is required to overcome policy, institutional, legislative, and 
governance constraints. The Vanuatu Maritime Authority was abolished in 2008 and, although 
the Ministry of Infrastructure and Public Utilities has recently created a new maritime affairs 
division, there is an urgent need to review, update and streamline related legislation and 
regulations, particularly those addressing maritime safety. ADB's sector support will focus on 
maritime transport, since the constraints are severe, the payoffs in terms of access to markets 
and services are high, and there are clear opportunities to complement external assistance 
provided by other development partners in road transport and civil aviation. For further details 
on transport and interisland shipping, see Supplementary Appendix D. 
 
36. ADB will cooperate closely with the New Zealand Agency for International Development 
(NZAID) to improve interisland shipping regulation and services. The main outcomes of ADB 
and related partner support would include (i) better access to markets and social services in the 
outer island target areas by 2014; (ii) stronger safety regulations and more compliance; and  
(iii) a better shipping infrastructure. To meet these objectives, ADB will partner with NZAID to  
                                                 
22  Health and education are high government priorities for poverty reduction, but these areas already receive ample 

external assistance. Assistance for education is currently provided by the European Commission, AusAID, the 
Government of France, the Japan International Cooperation Agency (JICA), and NZAID. Health sector assistance 
is provided by the United Nations, AusAID, the Government of France, and JICA.  

23  ADB. Forthcoming. Vanuatu Economic Report: Accelerating Reform.  
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(i) develop a safety, regulatory, and legislative structure to support an effective interisland 
shipping sector; (ii) upgrade and increase wharf capacity in Port Vila, Luganville and elsewhere; 
and (iii) develop an effective strategy to ensure regular services to outlying islands. 24   
 
37. Urban development. Port Vila (population approximately 42,000) and Luganville 
(population approximately 15,000) are the two main urban centers. They are the main centers of 
economic growth and development in Vanuatu. Squatter and informal settlements started to 
develop in and around Port Vila in the early 1960s, and some 30%–40% of the urban population 
now lives in these areas. Based on current demographic trends, the population of informal 
settlements in the peri-urban areas around Port Vila and Luganville could reach 19,000 by 
2010.25 Legislative and regulatory structures for planning and development in Port Vila involve a 
number of ministries and local government agencies and overlapping responsibilities, capacity 
gaps, and fiscal authority need to be addressed. For further details on urban development 
issues, see Supplementary Appendix E. 
   
38. ADB’s proposed support for urban development will contribute to social development by 
improving access to sustainable basic services in urban areas. ADB, in partnership with AusAID 
and other donors, including through the Pacific Regional Infrastructure Facility, will help the 
Government to improve living conditions in Port Vila and its peri-urban areas. The assistance, to 
be delivered through a highly participatory and consultative approach, will focus on urban 
planning and the provision of affordable, sustainable, and effective sanitation and drainage 
services to the residents of Port Vila and its surrounds, particularly to those in living in informal 
settlements. Assistance will also be provided to improve coordination between stakeholders for 
the planning and delivery of services and to strengthen the planning, financing and 
management capabilities of key government agencies and other key stakeholders, including the 
Port Vila Municipal Council and the Shefa Provincial Government. Specific results of the 
proposed assistance will include (i) preparation of robust planning, legislative and policy 
documents for implementation in cooperation with the Government, (ii) preparation of an 
integrated storm water drainage and sanitation master plan; (iii) institutional strengthening and 
capacity development; and (iv) provision of high priority drainage and sanitation infrastructure.  
 
39. Energy. An estimated 27% of the Vanuatu population has access to electricity.26 Access 
rates in the main urban centers of Port Vila and Luganville are relatively high at about 75%, 
dropping off considerably in rural areas. The majority of Vanuatu’s population does not have 
access to reliable power sources, hampering efforts to diversify incomes and improve living 
standards.27 Through its regional program of support, ADB will help reduce power costs by (i) 
developing renewable energy projects for both on- and off-grid applications, (ii) improving the 
energy intensity of the economy through demand-side management; and (iii) providing financial 
support for clean energy projects. Access to international carbon markets will be facilitated 
through development of projects eligible for the Clean Development Mechanism (CDM).28  
 
40. Private sector development. Although Vanuatu's private sector is small, growth of 3%–
5% per annum is attainable, provided that steady improvements are made to the enabling 

                                                 
24 Where appropriate, assistance will be sought from ADB's Office of the General Counsel on maritime legal reform to 

supplement the proposed project. 
25 ADB. Forthcoming. Vanuatu Economic Report: Accelerating Reform.  
26 AusAID. 2007. Draft Scoping Study on Luganville Power Concession and the Sarakata Hydropower Fund for the 

Government of Vanuatu. Canberra.  
27  For further details on Vanuatu Energy Sector please refer to Supplementary Appendix F. 
28 Assistance will be provided through the ADB Carbon Market Initiative Technical Support Facility, backed up by the 

Asia Pacific Carbon Fund and the Future Fund, as required. 
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environment. ADB’s capacity development and advisory support will focus on (i) improving the 
business regulatory environment; (ii) expanding access to finance; and (iii) reforming SOEs. 
ADB will continue to support improvements to the business enabling environment.29 Assistance 
is already underway on drafting a new Companies Act, a new Insolvency Act and a new Trustee 
Act. Advisory support will continue for the implementation of these new laws and for establishing 
an upgraded companies registry. A regulatory framework for microfinance institutions (such as 
the Vanuatu Women in Development Scheme) will be supported. ADB will continue to focus on 
boosting access to finance by supporting the NBV to develop its rural outreach capabilities. 
Reform of the Government’s SOEs will build on efforts initiated under the CRP30 by assisting the 
Government to improve the governance, transparency and efficiency of the SOEs. This could 
also include closure or divestiture as appropriate.   
 
41. During the CPS period, ADB’s Private Sector Operations Department will play a growing 
role. Such operations will have to be examined on their individual merits, though there are 
prospects for assisting the financial sector. There may also be opportunities for private sector 
involvement in supporting development in sectors such as transport and energy infrastructure. 
ADB will use TA resources to fund private sector project formulation where project preparation 
costs are high. Tourism is a key driver of the economy, and one which requires catalytic 
assistance. Consideration will be accorded to providing support for projects in this sector.    
 
B. Cross-Cutting Themes  

42. Governance. ADB will encourage the Government to improve oversight and supervision 
of the SOEs, to widen scope for private sector development, and to boost civil society 
involvement in the design and oversight of ADB-assisted projects. ADB will mainstream 
Governance and Anti-Corruption Action Plan II-related thematic priorities during project/program 
preparation through the formulation of governance risk assessment and management plans and 
by identifying and adopting suitable risk mitigation measures. Capacity development is a key 
constraining factor in Vanuatu and will be integrated into all ADB operations using innovative 
approaches, including arrangements that Government can use to partner with nongovernmental 
organizations (NGOs), the private sector, and others. TA for capacity development will be 
targeted to client needs, provide "how to" support, and have sufficient continuity to ensure that 
the needed skills and capacities are acquired. ADB also recently actively participated in a public 
expenditure financial assessment led by the European Union, AusAID and NZAID, which will be 
completed in the coming months. 
 
43. Gender. ADB will assist the Government to overcome gender discrimination by helping 
to expand livelihood opportunities and access to essential social services for women. ADB’s 
sector interventions will be specifically geared to addressing key constraints to women’s 
participation in the economy and their access to essential services. Although no specific gender-
related interventions are planned, in most cases sector interventions will include activities to 
improve women's livelihoods. For example, limited transport opportunities inhibit women's 
access to financial services, markets, and other entrepreneurial opportunities and to health care 
and other services. Poor urban and peri-urban infrastructure mean that women spend a 
disproportionate amount of their time providing health care for preventable diseases caused by 
inadequate sanitation. Poor access to finance limits women's access to productive and 
                                                 
29 ADB. 2009. Sustaining Growth: A Private Sector Assessment for Vanuatu. Manila. See Supplementary Appendix C. 
30 Of Vanuatu's approximately 20 government business enterprises, 10 were established under the Companies Act 

and 10 were established under their own acts of Parliament. Transparency is poor and the Government Business 
Enterprises Unit established by the Ministry of Finance and Economic Management has few powers to manage 
these organizations.  
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economic resources. ADB will promote greater women’s participation by supporting legislation, 
gender-focused training, participation by women in the private sector and urban development, 
and greater access to shipping services for women in rural areas. ADB support for 
transportation, urban social infrastructure, and rural electrification will reduce the time women 
spend on household tasks and improve their access to social services and market opportunities. 
ADB's support for private sector development will help to create alternative income-generating 
opportunities in rural and urban areas. The country team will ensure women's consultation and 
participation in project design, development, and implementation in its interventions. For further 
details on gender issues, see Appendix 6. 
 
44. Environment and climate change.  Natural resource management considerations will 
be incorporated in all ADB operations because of the fragility of the natural resource base, the 
threat posed to the natural eco-system by rapid population growth, unplanned urbanization, 
global warming and Vanuatu’s exposure to natural disasters, and because of the strong link 
between poverty and resource degradation. ADB will focus on: (i) building Government capacity 
to incorporate environmental considerations into planning and regulatory enforcement, 
particularly in interisland shipping and urban development; (ii) fostering the use of sustainable 
energy sources31; and (iii) climate-proofing infrastructure interventions to ensure that Vanuatu is 
prepared to meet the challenges arising from climate change. ADB will incorporate sound 
environmental management and climate change concerns in its operations through application 
of its environmental and social safeguard policies and, through policy dialogue, will encourage 
the Government to adopt similar standards for its larger natural-resource intensive projects. For 
further details on Vanuatu Environment Assessment please refer to Supplementary Appendix G. 
 
45. Regional cooperation. ADB’s country and regional programs will complement each 
other. Urban development efforts will probably be supported by the Pacific Regional 
Infrastructure Facility. Regional support will continue to be provided for renewable energy and 
energy efficiency, private sector development, management of civil aviation through the Pacific 
Aviation Safety Office, public sector financial management, institutional capacity for economic 
reform, strategic infrastructure, and sustainable management of the natural resource base 
through the Coral Triangle Initiative. Under the Pacific Alliance for Sustainability, funded by the 
Global Environment Fund, ADB is helping to build climate-change adaptation capacity through 
regional TA aimed at strengthening management of coastal and marine resources.32 The 
regional TA for Statistical Capacity Building in the Asia and Pacific Region will continue.33 ADB 
will continue to support Vanuatu’s participation in regional forums.34 ADB will continue to work 
closely with the Pacific Islands Forum in a variety of areas, including on economic monitoring 
and formulation and implementation of economic policy. 
 

                                                 
31 The Carbon Market Initiative is currently supporting the Vanuatu Designated National Authority to establish 

operating procedures for assessment and approval of Clean Development Mechanism projects. ADB will seek 
further opportunities for the use of the Carbon Market Initiative for clean energy projects through its country 
program. 

32 ADB. 2007. Vanuatu: Country Environmental Analysis. Manila. 
33 ADB. 2006. 6333-REG: Statistical Capacity Building in Asia and the Pacific Region. Manila. 
34 Vanuatu is a member of the Pacific Islands Forum and is a signatory of the Pacific Agreement on Closer Economic 

Relations and supports the Pacific Plan for Strengthening Regional Cooperation and Integration. Vanuatu is also a 
member of the Melanesian Spearhead Group, a preferential trade treaty governing the four Melanesian states of 
(Fiji Islands, Papua New Guinea, the Solomon Islands, and Vanuatu) signed in 1993 to foster and accelerate 
economic development through trade relations and provide a political framework for regular consultations. 
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C. Resource Envelope  

46. Subject to the annual country performance assessment exercise, ADB envisions support 
from 2010 to 2012 of about $20 million in loans from the Asian Development Fund as well as $1 
million per annum in TA grant support. In addition, support from regional TA projects, and ADB's 
managed thematic trust funds will be mobilized whenever possible. ADB support after 2012 is 
expected to be about $6 million per annum in Asian Development Fund loans and $1 million per 
annum in technical assistance. For the 2008 country performance assessment ratings, see 
Appendix 7. To leverage ADB’s impact and reduce borrowing costs, cofinancing opportunities 
will be pursued, in close cooperation with the ADB Office of Cofinancing Operations. While the 
CPS envisages investment projects in transport, urban development, and power, and advisory 
support to improve the enabling setting for the private sector, ADB will also consider program 
lending if requested to assist the Government meet the costs arising from reforms to the private 
sector enabling environment.   
 
D. Development Partnerships 

47. Vanuatu receives approximately $110 million per annum in grant assistance for specific 
development projects from several United Nations agencies, the World Bank Group, the 
European Union and the governments of Australia, the People's Republic of China, France, 
Japan, New Zealand, the United Kingdom, and the United States (Appendix 1, Table A1.7). 
ADB works closely with these development partners and the development coordination matrix 
shows how its assistance complements the ongoing and planned assistance of its partners. 
Since a large number of partners are involved in supporting the primary and social sectors, 
funding road transport, and building capacities for improved governance, ADB plans to invest in 
other aspects of infrastructure and urban development where it can play a more catalytic role. In 
each proposed project, ADB will seek to cooperate with its development partners and to 
mobilize cofinancing, both to fund larger operations and to foster a more cohesive approach to 
sector reform. In the interisland shipping project, ADB will cooperate closely with NZAID. In the 
case of urban development, ADB will work closely with AusAID through the Pacific Regional 
Infrastructure Facility, in the design and implementation of proposed interventions. In SOE 
reform, ADB will work in close cooperation with AusAID. In order to scale up sustainable energy 
resources, ADB will seek support from the Global Environment Fund and the Global Climate 
Change Fund.  
 
48. ADB will also seek to promote closer coordination and harmonization of external 
assistance. ADB will support the development of sector policy and institutional reform 
frameworks in the sectors and thematic areas in which it operates. These will serve as platforms 
around which other development partners can anchor their assistance. ADB will endeavor to 
increase its field presence in Vanuatu. ADB’s cost-sharing and financing arrangements have 
been revised to make them more comparable with those of other partners—during this CPS 
period, the cost-sharing ceiling will be set at 99% for public sector loans and TA projects, and 
individual projects may receive ADB financing for up to 99% of total project costs.35 Finally, 
through its interventions, ADB will encourage the Government to adopt procurement, project 
management and safeguard procedures similar to those used by ADB and the other multilateral 
development banks to strengthen country systems. The summary of the Current Year Program 
and Indicative Rolling Country Operations Business Plan 2010-2012 is in Appendix 9.  
 

                                                 
35 For further details on Country Cost-Sharing Arrangements and Other Financing Parameters please refer to 

Appendix 8. 
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E. Performance Monitoring and Evaluation  

49. The CPS results framework will be a management tool for ADB and the Government: (i) 
progress made in achieving short- to medium-term outcomes will be monitored each year 
through review missions; (ii) the program pipeline will be consistent with the achievement of 
targeted results; and (iii) the results framework will be a basis for evaluating the success of this 
CPS. The framework will be used to review and update operations during the CPS midterm 
review and at the completion of the CPS. The framework will be updated to ensure its continued 
relevance, in line with changes in the development setting and the management of the portfolio. 
Interventions will be aligned with the CPS outcomes. Project and program monitoring 
frameworks will be linked through the results framework to the delivery of desired CPS results. 
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COUNTRY PARTNERSHIP RESULTS FRAMEWORK 

 
Country Development Goals: 

Priorities and Action Agenda (PAA) 
Strategy 

Asian Development Bank Strategic Agenda 
Inclusive Growth 

PAA/Planning 
Long Acting 

Short Actionsa Key Constraints CPS Outcomeb Outcome Indicators 
ADB Assistance 

Program Risks & Mitigation 
Pillar I: Private Sector Development 
PAA: When the private sector grows, jobs are created, people enjoy higher living standards and tax revenue is available for better education, health and other social 
services 

Lower obstacles to 
growth of private 
enterprise 
 

Outdated and 
unsuitable 
commercial legal 
framework 
 
Lack of access to 
finance 
 
Weak governance 
and transparency 
 
Poor infrastructure  
 
Ineffective land 
leasing system 
 

CPS Objective 1: 
Facilitate private sector 
development 

 Ongoing
Private Sector 
Development Initiative 
provides support in each 
of the three key outcome 
areas (RETA 6353) 

 
Financial Services 
Commission on 
Institutional and Legal 
Reforms (TA 4856-VAN) 
 
Access to Financial 
Services (TA 7023-VAN) 
 
Proposed 
SOE reform: improve 
governance, 
transparency and 
efficiency of SOEs 
through improved 
legislation and 
rationalization 
 
Proposed regional Private 
Sector Development 
Initiative Phase II to 
continue private sector 
development efforts in the 
key outcome areas 
 

Risks
1. Political support for 

reforms may wane 
 
2. Legislative delays due to 

political instability 
 
3. Delays in agent and 

branchless banking pilots 
in NBV 

 
 
 
Mitigation Measures 
 
1. An extensive consultation 

process will be used to 
build reform consensus 
and encourage smooth 
passage of legislation 

 
2. Current NBV TA is on 

track to deliver agent and 
branchless banking pilots 
on schedule 

 
 
 
 
 
 

• Improve the business 
regulatory environment 
  
 

• New Companies and 
Insolvency Acts passed and 
implemented by 2011 

 
• Companies registry upgraded 

by 2011 
 
• New Trustee Act passed and 

implemented by 2011 
 
• Women closely consulted 

through legislative 
implementation and transition 
task force(s) 

 
• At least five gender-focused 

publications or training sessions 
to introduce new legislation 
published or completed by 2011 

• Expand access to 
finance 

 

• Pilots for agent banking network 
in 14 National Bank of Vanuatu 
(NBV) branches conducted by 
2010 

 
• Percentage of the adult rural 

population with bank accounts 
increased from 13% in 2007 to 
17% by 2011 
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Country Development Goals: 
Priorities and Action Agenda (PAA) 

Strategy 
Asian Development Bank Strategic Agenda 

Inclusive Growth 
PAA/Planning 
Long Acting 

Short Actionsa Key Constraints CPS Outcomeb Outcome Indicators 
ADB Assistance 

Program Risks & Mitigation 
 
• Review of current banking 

regulatory regime completed to 
assess whether new legislation 
or amendments to existing 
legislation are required to bring 
microfinance institutions (which 
largely serve women) under 
Reserve Bank of Vanuatu 
regulation by 2010.  

• Increase investment 
opportunities for the 
private sector by 
reducing the size and 
improving the 
governance of the SOE 
sector 

• Statement of Government 
policy on SOE ownership and 
divestiture developed by 2010 

 
• Improved SOE legislation 

passed by 2012 
 
• Rationalization plans for at least 

four SOEs prepared by 2013 or 
2014 

Pillar II: Economic Infrastructure and Support Services
PAA: Reliable, accessible and competitively priced economic infrastructure and utilities are essential services needed to support national development. Without such 
services new productive investment will be difficult to attract 
A. Transport 
Improve shipping 
services and wharf 
facilities 

Inadequate, 
inefficient, and 
expensive transport 
infrastructure and 
services limit 
accessibility to 
domestic and 
international markets 
as well as to social 
services 
 
 

CPS Objective 2: Improve 
regulation and efficiency 
of interisland shipping 
services 
 

 Ongoing
None 
 
Proposed 
Interisland Shipping 
Service Reforms project 
preparatory TA 
 
Interisland shipping 
project focusing on: 
 
• Improvement to 

interisland shipping 
services  

Risks
 
1. Rural production may not 

grow enough to increase 
demand for services 

 
2. Private sector 

participation may not 
increase over time  

 
3. High level of vulnerability 

to natural disaster risks 
 
 

• Improve access to 
markets in target areas 

 

• Shipping support scheme 
operational by 2011  

 
• Rehabilitation or construction of 

priority rural wharves by 2013 
 

• Increase compliance 
with safety regulations  

 

• Legislation and regulations 
updated by 2011 
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Country Development Goals: 
Priorities and Action Agenda (PAA) 

Strategy 
Asian Development Bank Strategic Agenda 

Inclusive Growth 
PAA/Planning 
Long Acting 

Short Actionsa Key Constraints CPS Outcomeb Outcome Indicators 
ADB Assistance 

Program Risks & Mitigation 
• Institutional capacity for 

compliance enforcement 
strengthened by 2011 

 
• All vessels inspected and 

passing mandatory safety 
surveys by 2012  

 

 
• Shipping infrastructure 

investment 
 
• Institutional 

strengthening and 
capacity development 

 

Mitigation Measures
 
1. Rural production is still 

growing steadily while 
market links are also 
being improved 

 
2. ADB's country program 

will seek innovative 
methods of increasing 
private sector 
participation in transport 

 
3. Infrastructure developed 

will take disaster risks 
into account. 

• Greater predictability 
and reliability of 
services to outer 
islands 

• Increased frequency for all 
destinations to at least one 
voyage per quarter and 
performance to within 48 hours 
of scheduled voyages by 2012  

 
• Improved access to shipping 

services, and thereby markets 
for goods, for rural women 

B. Urban Development 
Ensure the 
provision of 
commercial, high-
quality, efficient, 
and competitively 
priced 
infrastructure, 
utilities and 
services, either 
through public 
enterprises or 
through private 
sector 
partnerships and 
competition 
 
 

Outdated land use 
and spatial plans for 
urban areas and 
absence of urban 
infrastructure master 
plans resulting in a 
reactive and ad-hoc 
approach to urban 
infrastructure 
development.  
 
Poor coordination and 
over-lapping 
responsibilities of 
government agencies 
for planning and 
delivery of drainage 
and sanitation 
services. 
 

• CPS Objective 3: 
Sustainable urban 
development and 
improved access and 
delivery of drainage 
and sanitation services 
in Port Vila 

 Ongoing
None 
 
Proposed 
Port Vila Urban Planning 
and Management Project 
policy and advisory TA. 
 
Port Vila Drainage and 
Sanitation Project: 
• Provision of high priority 

drainage and sanitation 
infrastructure 
components identified in 
the Port Vila Integrated 
Drainage and Sanitation 
Plan. 

 
• Institutional 

strengthening and 

Risks
1. Political will to implement 

land use and 
infrastructure master 
plans is not sustained 

 
2. Delays in acquiring land 

required for drainage and 
sanitation infrastructure 

 
3. Port Vila residents are 

unwilling to pay for 
drainage and sanitation 
services 

 
Mitigation 
1. A fully participatory 

approach will be adopted 
for the development of 
urban spatial plans and 

• Support sustainable 
and proactive land use 
planning (including 
climate-oriented land 
use planning) and 
improved climate 
adaptation oriented 
construction standards 

 
• Improve coordination 

between agencies for 
urban planning and 
provision of urban 

• Long-term urban spatial and 
zoning plans for Port Vila 
developed and endorsed by 
key stakeholders by July 2011 

 
• An integrated drainage and 

sanitation master plan, with 
built in adaptive design 
protocols and risk management 
building codes and 
development standards, 
developed by July 2011. 
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Country Development Goals: 
Priorities and Action Agenda (PAA) 

Strategy 
Asian Development Bank Strategic Agenda 

Inclusive Growth 
PAA/Planning 
Long Acting 

Short Actionsa Key Constraints CPS Outcomeb Outcome Indicators 
ADB Assistance 

Program Risks & Mitigation 
Limited resources 
(financial and 
technical) for 
operation and 
maintenance of 
drainage and 
sanitation 
infrastructure 
 
Building codes are in 
draft form and are 
outdated. 
 
 

services. 
 
• Support provision of 

affordable, effective 
and sustainable 
drainage and sanitation 
services to the 
residents of Port Vila 
and surrounds 

 

• Institutional arrangements for 
efficient and effective urban 
planning and management are 
agreed by July 2011 and 
implemented by December 
2013 

 
• An integrated drainage and 

sanitation master plan and 
prioritized and costed 
investment roadmap for Port 
Vila prepared and endorsed by 
key stakeholders by July 2011 

 
• Mechanisms for funding and 

delivery of drainage operations 
and maintenance and provision 
of sanitation services within 
Port Vila and its surrounds are 
endorsed by key stakeholders 
by December 2011 and 
implemented by December 
2013. 

 

capacity development 
for sustainable drainage 
and sanitation planning 
and management 

 
JFPR Grant: Community 
Participatory Urban 
Development (tentative) 
• Community and 

women's participation in 
construction and 
maintenance of 
drainage to establish 
sustainable drainage 
scheme to improve 
women's lives 

 
• Life skills training 

including awareness 
raising in basic 
sanitation, waste 
management, health, 
environment, basic 
rights and gender 

 
• Basic business skills 

training for urban 
vulnerable populations 
to increase access to 
employment and 
sustainable life. 

stormwater and 
sanitation master plans 

 
2. Land owners and 

affected persons will be 
consulted throughout the 
TA and project 
implementation period 

 
3. An extensive community 

education and awareness 
campaign on the benefits 
and the costs associated 
with the provision of 
drainage and sanitation 
services will be 
undertaken 

• Improve construction 
standards 

• The Building Code and 
regulations are updated by 
June 2011 and endorsed by 
key stakeholders by December 
2011 

C. Energy 
Ensure that power 
is more widely 
available at a fair 
price 
 
Explore, expand 

Poor access to 
power, particularly in 
rural areas 

CPS Objective 4:
Increase access to 
renewable energy 
sources 
 

 Ongoing
Promoting Energy 
Efficiency in the Pacific 
(Regional TA 6485) 
  
Support for the Clean 

Risks
1. Government’s focus on 

renewable energy may 
decline given fluctuating 
oil prices 

 • Improve access to • Increased supply from 
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Country Development Goals: 
Priorities and Action Agenda (PAA) 

Strategy 
Asian Development Bank Strategic Agenda 

Inclusive Growth 
PAA/Planning 
Long Acting 

Short Actionsa Key Constraints CPS Outcomeb Outcome Indicators 
ADB Assistance 

Program Risks & Mitigation 
and invest in 
potential 
renewable energy 
sources 

renewable energy 
 

renewable energy by 2012 
 

Development Mechanism 
(CDM) designated 
national authority (DNA) 
through the ADB CDM 
Technical Support Facility. 
 
Proposed 
Regional Technical 
Assistance: Promoting 
Renewable Energy in the 
Pacific   
 

 

2. Capacity constraints 
could weaken ability to 
tap CDM mechanisms. 

 
 
 
Mitigation Measures 
 
1. ADB will build capacity 

for making use of CDM 
mechanisms in 
cooperation with other 
partners 

• Improve energy 
efficiency 

• Assessment of demand side 
power usage by the end of 
2009 and implementation of 
energy efficiency project by the 
end of 2010, which will result in 
demonstrable energy efficiency 
savings by 2013 

ADB = Asian Development Bank, CDM = Clean Development Mechanism, CPS = country partnership strategy, DNA = designated national authority, JFPR = 
Japan Fund for Poverty Reduction, PAA = Priorities and Action Agenda; RETA = regional technical assistance; SOE = state-owned enterprise, TA = technical 
assistance. 
a The PAA strategic priorities are: (i) private sector development and employment, (ii) macroeconomic stability and equitable growth, (iii) good governance and 

equitable growth, (iv) primary sector development, (v)  provisions of better basic services, (vi)  education and human resource development, and (vii) economic 
infrastructure and support services. These are addressed in the CPS approach and methodology while the strategy directly aligns with the key actions over the 
next 5 years. 

b The program will contribute significantly to the CPS objectives.  
Source: ADB Staff Estimates and Government of Vanuatu. 
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COUNTRY AND PORTFOLIO INDICATORS 
Table A1.1: Country Poverty and Social Indicators 

 
 Period 
Item 1990 1995 Latest Year
A. Population Indicators  
 1. Total Population (thousand) 196.9 (2000) 223.5 (2006) 235.0 (2008) 
 2. Annual Population Growth Rate (% change) 2.7 (2000) 2.6 (2006) 2.4 (2008) 
    
B. Social Indicators  
 1. Total Fertility Rate (births/woman) 4.9 4.7 3.8 (2006) 

2. Maternal Mortality Ratio (per 100,000 live  
births) 

—  96.3 (1998) 70.0 (2006) 

3. Infant Mortality Rate (below 1 year/1,000 live  
births) 

48 38 (2000) 28 (2008) 

 4. Life Expectancy at Birth (years) 63.5 65.7  70.0 (2008) 
  a. Female 65.0 67.3  72.1 (2008) 
  b. Male 62.0 64.2  68.3 (2008) 
 5. Adult Literacy (%) — 65.5 (1994) 78.1 (2006) 
  a. Female — 62.5 (1994) 76.1 (2006) 
  b. Male — 68.4 (1994) 80.0 (2006) 
 6. Primary School Gross Enrollment (%) 104.1 (2005) 99.3 (2006)  93.8 (2007) 
 7. Secondary School Gross Enrollment (%) 42.9 (2005) 47.5 (2006) 53.3 (2007) 
 8. Child Malnutrition (% below age 5) — — 12.1 (1996) 

9. Population Below Poverty Line (%) — — 16.0 (2006) 
 10. Population with Access to Safe Water (%)    
  a. Urban 93.0 — 75.0 (2006) 
  b. Rural 53.0 — 52.0 (2006) 
 11. Population with Access to Sanitation (%)    
  a. Urban — — 78.0 (2000) 
  b. Rural — — 42.0 (2000) 
 12. Public Education Expenditure (% of GDP) — — 9.6 (2002-05) 
 13. Human Development Index Rank 140 (1998) — 120 (2005) 
 14. Gender-Related Development Index Rank — — 103 (2006) 
      
    
C. Poverty Indicators —  
 1. Poverty Incidence (basic needs, %) — 40.0 (1998) 15.9 (2006) 
 2. Percent of Poor to Total Population (basic 

needs, %) 
— — — 

  a. Port Vila — — 32.8 (2006) 
  b. Luganville — — 10.9 (2006) 
  c. Rural — — 10.8 (2006) 
 3. Poverty Gap — 30.5 (1998) 5.6 (2006) 
 4. Poverty Severity Index — — — 
 5. Inequality (Theil L Index) — — — 
 6. Human Poverty Index — — 24.6 (2006) 
  Rank — — 56 (2006) 
–  = not available, GDP = gross domestic product. 
Sources:             
Asian Development Bank. 2008. Key Indicators. Manila. 
United Nations Children's Fund (UNICEF) and Government of Vanuatu. December 2008. Multiple Indicator Cluster Survey, 2007. 
Government of Vanuatu, National Statistics Office, ADB and United Nations Development Programme. April 2008. Analysis of the 
2006 Household Income and Expenditure Survey: A Report on the Estimation of Basic Needs Poverty Lines and the Incidence and 
Characteristics of Poverty in Vanuatu. Port Vila. 
Government of Vanuatu, Ministry of Health. 2007. Annual Report. Port Vila. 
Government of Vanuatu, Ministry of Education. 2007. Digest of Education Statistics. Port Vila. 
Government of Vanuatu, Ministry of Education. 2008. Annual Report. Port Vila. 
United Nations Development Programme. 2008. Human Development Report 2007/2008: Fighting Climate Change: Human 
Solidarity in a Divided World. New York. 
United Nations Development Programme. 1999. Pacific Human Development Report: Creating Opportunities. New York. 
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Table A1.2: Country Economic Indicators 

 
 Fiscal Yeara 
Item 2004 2005 2006 2007 2008
A.  Income and Growth      
 1. GDP per Capita ($, current) 1555.2 1701.3 1863.1 2159.5 2384.5 
 2. GDP Growth (%, in constant prices) 5.5 6.5 7.4 6.8 6.6 
  a. Agriculture 7.2 (4.4) 2.3 2.3 3.7 
  b. Industry 5.4 7.1 7.0 10.4 13.7 
  c. Services 5.1 9.4 8.7 7.4 6.3 
  
B. Saving and Investment (current and market prices, % of GDP)
 1.  Gross Domestic Investment — — — — — 
 2. Gross National Saving 16.4 20.2 23.8 — — 
      
C. Money and Inflation (annual % change)  
 1. Consumer Price Indexb 0.8 1.9 1.9 4.1 5.8 
 2. Total Liquidity (M2) 9.8 11.6 7.0 16.1 13.2 
      
D. Government Finance (% of GDP)  
 1. Revenue and Grants 21.5 21.7 21.8 23.1 28.6 
 2. Expenditure and Onlending 20.7 19.7 21.3 22.9 26.4 

3. Overall Fiscal Surplus (Deficit) 0.9 2.0 0.5 0.3 2.2 
      

E. Balance of Payments      
 1. Merchandise Trade Balance (% of  
  GDP) (20.9) (23.4) (23.2) (27.3) (34.5) 
 2. Current Account Balance (% of GDP) (5.0) (7.4) (4.1) (5.9) (7.4) 

3. Merchandise Export ($) Growth  
  (annual % change) 43.3 0.1 (1.1) (21.3) 40.7 

4. Merchandise Import ($) Growth  
  (annual % change) 22.9 16.9 7.7 25.0 42.4 
      
F. External Payments Indicators      

1.  Gross Official Reserves (including  
 gold, in months of current year’s   

imports of goods)a 5.8 5.4 7.8 7.1 4.8 
 2. External Debt Service (% of exports of 
  goods and non-factor services) a 1.6 3.1 1.4 1.3 

 
1.3 

 3. Total External Debt (% of GDP) a 24.2 19.8 16.7 14.1 14.1 
      
G. Memorandum Items      
 1. GDP (current prices, Vt billion) 36.9 40.4 45.9 52.0 58.1 
 2. Exchange Rate (Vt/$, average)c 111.9 109.2 110.5 102.4 101.3 
 3. Population (million) 0.212 0.217 0.223 0.229 0.235 

GDP = gross domestic product, Vt = Vatu. 
a 2008 data are projections. 2006 and 2007 are preliminary estimates. 
b As at period end. 
c Period average. 
Sources: International Monetary Fund. 2009. Vanuatu: 2009 Article IV Consultation. Washington, DC.  
Government of Vanuatu, National Statistics Office. 2008. National Accounts of Vanuatu 2008. Port Vila.  
International Monetary Fund. April 2009. World Economic Outlook Database. Washington, DC. 
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Table A1.3: Progress toward the Millennium Development Goals and Targets 

Goals and Targets Country Status 
Goal 1: Eradicate Extreme Poverty and Hunger
Target 1: Halve, between 1990 and 2015, the proportion 
of people whose income is less than $1 a day. 
 
Target 2: Halve, between 1990 and 2015, the proportion 
of people who suffer from hunger. 

 
On track: The poverty gap ratio for Vanuatu fell from 
30.5% in 1998 to 5.6% in 2006. 
 
Basic needs poverty has reduced substantially from 
40.0% of total population in 1998 to 15.9% in 2006.  
The proportion of the population below the minimum 
level of dietary energy consumption remained static at 
12% between 1990 and 2003. 

Goal 2: Achieve Universal Primary Education
Target 3: Ensure that, by 2015, children everywhere, boys 
and girls alike, will be able to complete a full course of 
primary schooling. 

 
Needs Strengthening: The rate of net primary school 
enrollment rose from 74.5% in 1989 to 78.2% in 1999 
and then to 93.0 % in 2004 but has since fallen to 
85.4% in 2007. 
The literacy rate for the 15-24 age group increased 
from 34.0% in 1990 to 87.0% in 1999.  

Goal 3: Promote Gender Equality and Empower 
Women 
Target 4: Eliminate gender disparity in primary and 
secondary education, preferably by 2005, and in all levels 
of education no later than 2015. 

 
 
Needs strengthening: The ratio of girls to boys in 
primary education increased from 0.88 in 1991 to 0.90 
in 2007. In secondary education, it improved from 0.84 
in 1994 to 0.99 in 2007. In tertiary education, the ratio 
improved from 0.40 in 1995 to 0.50 in 1999 

Goal 4: Reduce Child Mortality 
Target 5: Reduce by two thirds, between 1990 and 2015, 
the under-5 mortality rate. 

 
On track: Under-5 mortality, which was 79 per 1,000 
live births in 1989, reduced to 33 per 1,000 in 2003.  

Goal 5: Improve Maternal Health 
Target 6: Reduce by three quarters, between 1990 and 
2015, the maternal mortality ratio. 

 
Needs strengthening: The maternal mortality ratio 
increased from 89.1 per 100,000 live births in 1995 to 
96.3 in 1998 but fell to 70.0 in 2006. 

Goal 6: Combat HIV/AIDS, Malaria, and Other Diseases
Target 7: Have halted by 2015, and begun to reverse, the 
spread of HIV/AIDS 
 
 
 
Target 8: Have halted by 2015, and begun to reverse, the 
incidence of malaria and other major diseases. 

 
No data available on HIV prevalence. Proportion of 
population aged 15-24 years with comprehensive 
correct knowledge of HIV/AIDS has increased from 
15.0% in 1991 to 25.8% in 2007. 
 
On track: Malaria incidence has fallen from 8,471 in 
1991 to 6,930 in 2002 and 1,385 in 2004. 

Goal 7: Ensure Environmental Sustainability
Target 9: Integrate the principles of sustainable 
development into country policies and programs and 
reverse the loss of environmental resources. 
 
 
Target 10: Halve, by 2015, the proportion of people 
without sustainable access to safe drinking water. 
 
 
 
Target 11: By 2020, achieve a significant improvement in 
the lives of at least 100 million slum dwellers. 

 
On track: The proportion of land covered by forest 
remained static at 36.1% between 1990 and 2005. 
Carbon dioxide emissions have also remained static at 
0.4, while ozone emissions are 0. 
 
Needs strengthening: The population with access to 
improved drinking sources declined in urban areas 
from 93.0% in 1990 to 86.0% in 2000, while that in 
rural areas remained static at approximately 52.0%. 
 
No data available. 
 

HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome, Vt = Vatu. 
Sources:  Government of Vanuatu, National Statistics Office, ADB and United Nations Development Programme. April 2008. 
Analysis of the 2006 Household Income and Expenditure Survey: A Report on the Estimation of Basic Needs Poverty Lines and the 
Incidence and Characteristics of Poverty in Vanuatu. Port Vila. 
United Nations. 2009. UN Pacific MDG Workbook, Fiji.   
Government of Vanuatu, Ministry of Health. 2007. Annual Report. Port Vila.  
Government of Vanuatu, Ministry of Education. 2007. Digest of Education Statistics. Port Vila.  
Government of Vanuatu, Ministry of Education. 2008. Annual Report. Port Vila. 
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Table A1.4: Country Environment Indicators 

 
Item 1990 2000 Latest Year
1. Energy Efficiency of Emissions    
GDP / energy use (2005 PPP $ / koe)   — 16.0 16.0 (2000) 
Traditional Fuel Use (% of total energy use) — — —  
2. Air Pollution     
Carbon Dioxide (CO2) Emissions      
- Total (‘000 metric tons) 66.0 80.7 88.0 (2004) 
- Per unit of GDP (kg/PPP$ GDP) — — —  
 Metric tons per capita — 0.2 0.4 (2004) 
Per kg p/ 2000 $ of GDP)  — 0.1 0.1 (2004) 
Sulfur Dioxide (SO2) Emissions — — —  
NOx emissions (1000 metric tons of CO2 equivalent)  — — —  
-  Total (‘000 metric tons) — 350 350 (2000) 
3. Water and Sanitation     
Access to improved water source    
- % of rural population with access  — 52.0 52.0 (2006) 
- % of urban population with access   — 86.0 75.0 (2006) 
Access to improved sanitation facilities    
- % of population with access  — 50.0 50.0 (2000) 
- % of rural population with access   — 42.0 42.0 (2000) 
- % of urban population with access   — 78.0 78.0 (2000) 
4. Land Use and Deforestation    
Total Land Area (km2) 12,190 12,190 12,190 (2005) 
Agricultural Land (% of land area) — 12.1 12.1 (2005) 
Average Annual Deforestation — — —  
- Area (remaining km2) — 4,440 4,440 (2004) 
- % change a — (0.1) (0.1) (2000) 
Arable Land (% of total land) — — 1.64 (2005) 
Cropland, Permanent (% of total land) — — 6.97 (2005) 
Population Density, Rural (people per km2) — — 522 (2002) 
5. Biodiversity and Protected Areas    
Nationally Protected Area(s) — — —  
- Area (% of total land area) — — 1.5 (2004) 
- Number — — 28 (2003) 
Mammals (number of threatened species) — — 5 (2002) 
Birds (number of threatened species) — — 7 (2002) 
Higher Plants (number of threatened species) — — 9 (2002) 
Reptiles (number of threatened species) — — 2 (2002) 
Amphibians (number of threatened species) — — —  
6. Urban Areas    
Urban Population (total)     
- % of total population 18.0 (1989) 21.7 23.5 (2006) 
Per Capita Water Use (liters/day) — — —  
Wastewater Treated (%) — — —  
Solid Waste Generated per Capita (kg/day) — — —  
― = no data available, CO2 = carbon dioxide, GDP = gross domestic product; kg = kilogram; km2 = square kilometer; koe = 
kilograms of oil equivalent; PPP = purchasing power parity.  
a A positive number indicates a loss of forest area, a negative number indicates a gain. 
Sources:  
Central Intelligence Agency (CIA). The World Factbook (2001, 2003, 2008) (http://www.cia.gov) 
Secretariat of the Pacific Community (SPC). Oceania Population 2000 & 2003; SPC.1997. Pacific Island Populations Data Sheet  
United Nations Development Programme (UNDP). Human Development Report (2000, 2002, 2003) 
United Nations Statistics Division (UNSD). Millennium Indicator Database (2003) (http://millenniumindicators.un.org) 
World Bank. The Little Green Data Book (2000-2004) 
World Resources Institute (WRI). Earth Trends 2003 (http://earthtrends.wri.org) 
World Bank, Environment Department. 2008. World Development Indicators (http://web.worldbank.org/ Washington D.C.

http://www.cia.gov/�
http://millenniumindicators.un.org/�
http://earthtrends.wri.org/�
http://web.worldbank.org/�
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Table A1.5: Evaluation Rating by Sector, Public Sector Loans 
(1996–2008) 

 
Sector/ Implementation
Loan Date Period
No. Project Name Approval Closed (years) Year Rating Year Rating

Agriculture and Natural Resources
1. 0632(SF) Agricultural Extension and Training 1.0 04 Aug 83 08 Nov 89 6.3 1990 NR 1991 PS

Subtotal/Average 1.0 6.3
Finance

2 0616(SF) Development Bank of Vanuatu 0.9 14 Dec 82 11 Jan 89 6.1 1989 NR 1990 US
3 1107(SF) Development Financing Project 3.4 24 Oct 91 22 Sep 97 5.9 1999 PS

Subtotal/Average 4.3 6.0

Law, Economic Management and Public Policy
4 1624(SF) Comprehensive Reform Program 19.9 16 Jul 98 14 Dec 00 2.4 2002 PS

Subtotal/Average 19.9 2.4

Multisector
5 0766(SF) Multiproject Loan 3.7 05 Dec 85 03 Jun 93 7.5 1993 NR 1996 US
6 1448(SF) Urban Infrastructure Project 9.0 27 Jun 96 13 Jan 03 6.6 2003 S
7 1684(SF) The Cyclone Emergency Rehabilitation Project 1.9 20 Apr 99 19 Dec 00 1.7 2001 S

Subtotal/Average 14.6 5.2

Transport and Communications
8 0843(SF) Santo Port Project 6.0 29 Sep 87 15 Sep 91 4.0 1999 GS 2002 S
9 1080(SF) Santo Port Project (Suppl.) 3.2 19 Mar 91 25 Sep 98 7.5 1999 GS 2002 S

Subtotal/Average 9.1 5.7

Total/Average 49.0 5.3
GS = generally successful, HS = highly successful, NR = not rated, PS = partly successful, S = successful,  US = unsuccessful.
a PCRs have no rating prior to 1995. Ratings based on the old guidelines were prior to 2001, and ratings based on the new guidelines were 2001 onwards.
b In 2000, the Independent Evaluation Department (IED) revised its rating system from three categories (GS-Generally Successful; PS-Partly Successful; and U-Unsuccessful) to four 

(HS-Highly Successful; S-Successful; PS-Partly Successful; and U-Unsuccessful). The new rating system has been retro-fitted to PPERs circulated since 1996. 
Ratings were based on the old guidelines prior to 1996.

Source: Loan Financial Information System/Independent Evaluation Department/Post Evaluation Information System
Note: IED was formerly known as the the Operations Evaluation Department (OED)

Project Performance 
Evaluation Report (PPER) b

($mn)
Amount (PCR) a
Net Loan Milestone Dates Project Completion Report
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Table A1.6: Portfolio Indicators—Disbursements and Net Transfers of Resources 
(public sector loans, as of 31 December 2008) 

 
Disbursements and Transfers OCR ADF Total
Disbursementsa    
 Total Funds Available for Withdrawal ($ million) 0.00 0.00 0.00 
 Disbursed Amount ($ million, cumulative) 0.00 0.00 0.00 
 Percentage Disbursed (disbursed amount/total available) 0.00 0.00 0.00 
 Disbursements ($ million, latest year) 0.00 0.00 0.00 
 Disbursement Ratio (%)b 0.00 0.00 0.00 
Net Transfer of Resources ($ million)c    
 2004 0.00 (0.9) (0.9) 
 2005 0.00 (0.9) (0.9) 
 2006 0.00 (1.1) (1.1) 
 2007 0.00 (1.3) (1.3) 
 2008 0.00 (1.7) (1.7) 
ADF = Asian Development Fund, OCR = ordinary capital resources. 
a Includes all loans with disbursements during 2008. 
b Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less 

cancellations during the year. Effective loans during the year are added to the beginning balance of undisbursed 
loans. 

Source: Asian Development Bank estimates. 
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Table A1.7: Development Coordination Matrix 

 
Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

Sector 
A.  
Agriculture and 
natural 
resources 

No current activity 
in this sector 

EC, WB 
 
 
 

Primary sector support -
agriculture, livestock, rural 
development 

AusAID  

 

France  

JICA 
PRC 
NZAID 

• Primary sector support - agriculture, livestock, rural 
development  

• The Pacific Horticultural and Agricultural Market Access 
Program 

• Capacity building for forest extension 
• South Pacific Regional Initiative on Forest Genetic Resources 
• Packing and processing for locally-based long-line fishery 
• Construction of agriculture college and training center 
• Primary productive sector support, community rural 

development  
• The New Zealand Ministry of Agriculture quarantine support  
 

B.  
Education 

No current activity 
in this sector 

EC • Emergency rehabilitation of 
rural primary schools  

• Strengthening of hospitality 
and tourism school  

 

AusAID 

 
 
 
 
 
 
 
France 
 
 
 
 
JICA 
 
 
 
 
 
 
NZAID 
 

• Support to accelerate progress towards 2015 goal of universal 
primary education,  improving the quality of education through 
reforming the curriculum, upgrading school facilities and 
resources,  and enhancing teacher training 

• Support for Vanuatu Government's education reform agenda 
in line with the Vanuatu Education Sector Strategy 

• Technical and vocational education and training, training and 
scholarship award program, Vanuatu Secondary School 
Extension Project, Social and Development Fund Project  

• Support for Vanuatu Government's education reform agenda 
in line with the Vanuatu Education Sector Strategy 

• Multilingualism, musical production, translation and French 
lessons to ni-Vanuatu public servants 

• Training and scholarship award program 
• Support for Vanuatu Government's education reform agenda 

in line with the Vanuatu Education Sector Strategy 
• Technical and vocational education and training, primary 

school teaching support, support to education for children with 
disability, special education teacher volunteers support,  
construction of schools, provision of equipment 

 
• Support for Vanuatu Government's education reform agenda 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

in line with the Vanuatu Education Sector Strategy 
• Training and scholarship award program, education sector 

support, long-term strategic partnership with the University of 
the South Pacific and the South Pacific Board for Educational 
Assessment 

 
C.  
Energy 

• Development of 
renewable energy 
options 

• Improved energy 
efficiency  

EC 
 
 
 
WB 
 
 
 
 
 
 
IFC 
 
 
 
 
 

• Rural electrification – 
development of coconut oil 
powered diesel generator 
mini-grids 

• Reform regulation, 
management of the 
Government rural 
electrification fund, and 
direct investment in 
expanded access to 
electricity in rural areas 

• Microfinancing facility to 
support household level 
renewable energy 
(household solar systems, 
pico-hydro and conversions 
of small generators to 
operate on coconut oil) 

 

AusAID 

 
 

 
 
JICA 

• Energy sector development  - management and regulation of   
power sector, renewable energy facility  

• Capacity building assistance for the Energy Unit of the 
Ministry of Lands and Natural Resources 

• Rural electrification, support to strengthen management of the 
Sarakata Rural Electrification fund and direct investment 

• Support for National Rural Electrification Master Plan 
• Development  of Sarakata River Hydropower Plant 
 
 

D.  
Finance 

• Expanding access 
to finance through  
support of local 
bank and 
microfinance 
institutions 

EC 
 
 
UNDP 

• Primary sector support, 
including access to rural 
financing   

• Pacific Financial Inclusion 
Programmea 

• Expanding access to 
microfinance for womenb 

 

AusAID • Primary sector support, including access to rural financing   
 

E.  
Health, 
nutrition and 
social 
protection 

No current activity 
in this sector 

Rotary 
 
 
 
VSO 
 

• Primarily health care, 
including maternity ward 
extension, mosquito 
operation 

• Raising awareness of 
HIV/AIDS in the workplace 

AusAID 

 
 
 
 

• Enhance access to, and quality of, health care services 
through strengthened health supply chain, community nursing, 
and upgraded facilities  

• HIV/AIDS care, tertiary health care for Pacific Islands nations 
• Supplementary immunization against measles campaign 
• The Village Health Worker Program, Pentecostal community 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

 
UN 

and local communities 
• Health strengthening 

program, training 
• Rural public health support 

 
 
 
France 
 
 
JICA 
 
 
 
 
 
 
 
NZAID 

health strengthening, improving health information system 
• Strengthening health information system to track MDG 

progress and support evidence based decision making 
• Health strengthening program, building of Nursing School, 

rehabilitation of Santo hospital, upgrading of Erakor 
Dispensary, rehabilitation of White Sand hospital in Tanna 

• Rural public health support, rehabilitation of Vaemaili Health 
centre, construction of nutritional training facility in Port Vila, 
central hospital renovation, Tokyo Women's Medical 
University's support, malaria, diarrhea and acute respiratory 
infections support care 

• Strengthening the Expanded Immunization Program in the 
Pacific Region, including Vanuatu 

• Pacific Program to Eliminate Lymphatic Filariasis 
• Funding of medical treatment not available in Vanuatu 
 

F.  
Industry and 
trade 

 

No current activity 
in this sector 

UNDP Development of Integrated 
Trade Frameworkc 
 

AusAID 
 
 
NZAID 

• Developing strategic policy options for the  Vanuatu’s 
coconut-based industries, fund an audit and review of 
Vanuatu Commodity and Marketing Board 

• Capacity building of Vanuatu Chamber of Commerce & 
Industry  

• Trade negotiations capacity building of the Ministry of Trade 
 

G.  
Water supply 
and other 
municipal 
infrastructure 
services 

No current activity 
in this sector 

 
 

 AusAID 
JICA 
 
 

• Improvement of rural water supply 
• Improvement of Sarakata River Hydroelectric Power 

Development and capacity building and strengthening of 
Sarakata Hydro Fund  

• Water supply for Vanlemand/Ranwadi areas, construction of 
rainwater catchments, strengthening water service delivery 

 
H.  
Transport and 
ICT 

Reforming 
interisland 
shippingd 

IFC • Restructuring of Air 
Vanuatue to introduce 
private sector management 
expertise and improved 
operational efficiencies 

AusAID 

 
 
 
 
 
 
 

• Transport Sector Support Program- improvement of road 
network in Ambae, Tanna and Malekula and capacity building 
to MIPU 

• Reform of telecommunication sector – updating policies and 
legislation, licensing arrangements, capacity building of MIPU 
and URA, dispute resolution and bedding down the new 
licensing agreements with Digicel and TVL 

• Telecommunications and information communications 
technology access to rural and outer islands 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

 
 
 
JICA 
MCC 
NZAID 

 and capacity building of the Universal Access Policy Fund  in      
conjunction with World Bank  

• Restructuring of Air Vanuatu  
• Rehabilitation of Port Vila main wharf 
• Transport sector support program to upgrade roads  
• Transport sector support program to upgrade roads  
• Reforming interisland shipping 

I.  
Public sector 
management 
(PSM) 

No current activity 
in this sector 

EC • Policy coordination, 
planning, public financial 
management   

• Rationalization of public 
expenditures, improvement 
of services delivery in  
health and education 
sectors  

• Provision of budget 
support. 

 

AusAID 

 
 
 
 
PRC 
NZAID 

• Strengthening economic and sector planning, planning and 
public financial management, policy and strategy formulation, 
training 

• Building capacity in financial management in key spending line 
agencies and in the provinces 

• Law and judiciary  
• E-government 
• Strengthening economic and sector planning, capacity 

building of line agencies in the provinces 

J.  
Multi-sector 

No current activity 
in this sector 

EC • Primary sector support—
agriculture, livestock, rural 
development 

AusAID  

 
 
NZAID 

• Governance for Growth Program, including PSM, transport 
and information communications technology, education, health 

• Pacific Regional Infrastructure Facility, primary sector support 
-agriculture, livestock, rural development 

• Primary sector support -agriculture, livestock, rural 
development 

 
Theme 
A. 
Economic 
Growth 

Improving business 
enabling 
environment 

EC • Support to economic 
growth and the creation of 
employment, including 
human resource 
development  

AusAID 

 
NZAID 

• Promoting broad-based economic growth 
• Establishment of research fund to assess and promote macro-

economic stability 
• Promoting broad based economic growth and widening 

access to markets and economic opportunities 
 

B. 
Social 
development 

No current activity 
in this sector  

EC 
 
 
 
 
UN 

• Support to community-
based organizations (with 
priority given to remote 
communities and women’s 
groups) 

• Support for political 

AusAID 

 
 
 
 

• Support to community-based organizations and women’s 
groups in rural areas 

• Wan Smolbag Partnership to extend service delivery to 
populations in greatest hardship especially in isolated rural 
communities 

• Pacific children program support 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

awareness, gender, youth 
and culture 

• Support to community-
based organizations  

• Support for poverty 
reduction and achievement 
of the Millennium 
Development Goals 

France 
JICA 
NZAID 

• Social and Development Fund Project 
• Support to community based organizations 
• Support to community-based organizations, Tafea Woman's 

Arts and crafts, Sanma Counselling centre development, 
protection of child from substance abuse 

C. 
Environmental 
sustainability 

• Fostering the use   
of sustainable 
energy sources 

• Protecting fragile 
coastal zones 

• Climate proofing 
of ADB's 
investments 

EC, WB 
 
 
 
 
UN 
 
 
 
 
 
 
 
 
 
 
 
ITTO 

• The Global Climate Change 
Alliance to strengthen 
climate resilience and 
disaster risk reduction in 
key sectors 

• National Programme of 
Action   

   for Adaptation to Climate 
Change 

• Resource management to 
achieve biodiversity 
conservation objective 

• National communication on 
UN Framework Convention 
on Climate Change 

• National Action Plan for 
Disaster Management 

• Development of National 
Forest Sector Plan, 
restocking of natural forest 
areas  

 

AusAID 

JICA 
 
 

• Sea level and climate monitoring  
• Management of coastal fishery resources and environment 
• Waste management in Port Vila and Luganville 
• Securing Erromango protected area 
• Management and sustainable use of the environment and 

natural resources  
• Assistance to coastal communities in developing sustainable  

coastal resources 
• Field support through regional training course on weather 

forecasts and warning system and cyclone disaster mitigation  
 

D. 
Regional 
cooperation 
and integration 

• Pacific Regional 
Audit Initiativef 

• Promoting energy 
efficiency in the 
Pacific  

• Pacific Regional 
Infrastructure 
Facility 

WB 
 
 
 
PIFS 
 
 
UNDP 

• Pacific Regional 
Infrastructure Facility 

 
 
• Pacific Plan for 

Strengthening Regional 
Cooperation and Integration 

• Multi-Country Programme 
Action Plan 

AusAID 
 
 
 
 
NZAID  

• Tracking development and governance in the Pacific  
• Pacific Regional Policing Initiative, Pacific Judicial 

Development Programme and the Regional Education 
Programme 

• Pacific Regional Infrastructure Facility 
• Transparency International Pacific Initiativeg  
• Framework for the comprehensive reform of laws governing 

civil societyh 
• Increasing the role of the Pacific Islands Trade and Investment 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

Commission 
• Pacific Regional Infrastructure Facility 
 

E.  
Gender equity 

No current activity 
in this sector 

EC 
 
 
WB 
 
UN 

• Support to community-
based organizations and 
rural women’s groups 

• Doing Business Gender 
Program 

• Gender equity in 
empowerment and rights 

• Gender equity in human 
capabilities 

AusAID 

 
 
JICA 
NZAID  

• Gender studies on the participation and production of men and 
women in the formal and non-formal economies 

• Vanuatu Women's Center to reduce violence against women 
and children 

• Support to women's groups in rural areas 
• Support to community-based organizations, Tafea Woman's 

Arts and crafts, Sanma Counselling 
• Gender and Development Program to provide leadership 

training activitiesi 
 

F.  
Private sector 
development 

• Improving 
business enabling 
environment 

• Expanding 
access to finance 

• State-owned 
enterprise reform 

EC 
 
 
 
WB 

• Improving business 
regulatory environment 

• Expanding access to 
finance 

• Developing a multi sector 
regulatory body 

• Liberalization of telecoms 
sector 

• Improvement of business 
climate by streamlining 
regulatory and 
administrative processes 
and fostering investment 
policy  

 

AusAID 

 
 
 
 

• Liberalization of telecommunications and utilities sectors 
• Improving business regulatory environment 
• State-owned enterprise reform 

G.  
Governance 

• Governance and 
Anticorruption 
Action Plans 
(GACAP II)j 

• Asia-Pacific Anti-
Corruption 
Initiativek 

EC 
 
 
 
 
VSO 
 
UN 
 
 

• Vanuatu Active Citizenship 
• Support to economic growth 

including greater 
accountability of government 
agencies   

• Participation and 
Governance 2004-2009 

• Local governance and 
community development 

• Parliamentary support to 
develop the capacity of 

AusAID 
 
 
 
 
 
France 
 
NZAID 

• Governance for Growth Program for greater accountability, 
decentralization of decision-making authority within the 
Government, Vanuatu Kastom Governance Partnership, 
tracking development and governance in the Pacific, legal 
sector strengthening and support of customary land 
legislation, support to policing and law and justice sector  

• Support to journalism section at the Technological Institute of 
Vanuatu and Pedagogic equipment to College de Luganville 

• Building demand for and improving governance, accountability 
and community safety 

• Pacific Judicial Development Programme, Pacific Regional 
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Sectors and 
Themes  

Current ADB 
Strategy/Activities 

Other Development Partners’ Strategies and/or Main Activities 

 Multilateral Institutions and the UN 
System 

Bilateral 

Parliamentary Public 
Accounts Committees 

   

Policing Initiative  
• Support in the area of customary land legislation, civil society 

participation (Wan Smolbag) and Sanma (provincial) 
Counseling Centre 

• Secondment of a Judge to the Vanuatu Supreme Court 
H. 
Capacity 
development 

• Institutional 
support and 
capacity building 
of VFSC  

• Capacity building 
for interisland 
shipping 

EC 
 
 
WB 
 
 
 
 
 
 
UN 

• Institutional support to non 
state actors, capacity building 
of line ministries 

• Capacity building of MIPU 
• Strengthening Vanuatu 

Investment Promotion 
Authority's strategic planning 
capacity and staff capacity 
to undertake investment 
promotion functions 

• Capacity building of civil 
society 

AusAID 

 
 
JICA 
 
 

NZAID 

• Capacity building of line ministries: Ministry of Finance and 
Economic Management,  Ministry of Health, Department of 
Education, National Statistics Office, Vanuatu Police Force  

• Establishment of Financial Service Bureaus in provinces 
• Capacity building of Ministry of Health, Department of 

Education, Department of Works, Fisheries Department  
• Providing training on weather forecast, warning system and 

cyclone disaster mitigation in the Pacific, including Vanuatu  
• Capacity development of communities and local governments 
• Capacity building of central government, provincial 

government and civil society 
• Capacity building of Vanuatu Correctional Services, the 

Customary Lands Tribunal, the Department of Local 
Authorities 

                                                 
ADB = Asian Development Bank, AusAID = Australian Agency for International Development,  EC = European Commission, GACAP = Governance and Anticorruption Action Plan, 
HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome, ICT = information and communications technology, IFC = International Finance Corporation,  ITTO 
=  the International Tropical Timber Association,  MCC = Millennium Challenge Corporation, MIPU = Ministry of Infrastructure and Public Utilities, NZAID = New Zealand Agency for 
International Development, OECD = Organisation for Economic Cooperation and Development, PIFS = Pacific Islands Forum Economic Secretariat, PRC = People's Republic of 
China, PSM = public sector management, TVL =  Telecom Vanuatu Limited, VFSC = Vanuatu Financial Services Commission, VSO = Volunteer Service Overseas, UN = United 
Nations, UNDP = United Nations Development Programme, URA = Utilities Regulatory Authority, WB = World Bank. 
a The United Nations Development Programme in conjunction with United Nations Capital Development Fund, the European Union Africa, Caribbean and Pacific Microfinance 

Programme. 
b The United Nations in conjunction with the Vanuatu Women in Development Scheme. 
c The United Nations Development Programme in conjunction with the International Monetary Fund, International Trade Centre, United Nations Conference on Trade and 

Development, World Bank and World Trade Organization. See http://www.integratedframework.org/ 
d In 2007, ADB and NZAID undertook a shipping study to evaluate interisland shipping. This study was completed in July 2008 with the Council of Ministers endorsing the major 

recommendations in late 2008. In coming years, ADB with NZAID will be implementing a project based on this study's outcomes. 
e International Finance Corporation in conjunction with AusAID. 
f ADB. 2008. Strengthening Governance and Accountability in Pacific Island Countries. Manila. 
g NZAID in conjunction with Transparency International. 
h NZAID in conjunction with the International Center for Not for Profit Law Reform and in partnership with the University of the South Pacific Law School. 
i NZAID in conjunction with United Nations Development Fund for Women. 
j GACAP II focuses on specific thematic issues—public financial management (PFM), procurement and anti-corruption. 
k ADB in conjunction with the OECD. 
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THE VANUATU DEVELOPMENT CONTEXT 

A. The Political Setting 
 
1. Vanuatu is a representative parliamentary democracy. Parliament has legislative 
authority and there is an independent judiciary. The Prime Minister, who is the head of 
government, is elected by an absolute majority of the Parliament. The Prime Minister in turn 
appoints the Council of Ministers, whose number may not exceed a quarter of the number of 
parliamentary representatives. The Prime Minister and the Council of Ministers constitute the 
executive branch. The Parliament has 52 members, each of whom is elected for a 4-year term 
under a single non-transferable vote system. In addition, there is a national Council of Chiefs 
(Malvatu Mauri) which is elected by district councils of chiefs, and which advises the 
Government on matters of culture, custom and traditional practice. The councils of chiefs also 
play an important role in local dispute resolution. The public service is the executing arm of the 
government, responsible for delivering government services to communities. It is separated 
from the political arm of the Government by an act of Parliament, which was last amended in 
1998. Before that, there was no clear distinction between the public service and the political 
system.   
 
2. The Comprehensive Reform Program was developed in 1997 with ADB support to 
improve public sector governance. The role of parliamentarians was clarified and the 
Government executive was reorganized with the aim of promoting more effective management 
of government activities. Other measures have served to enhance the independence and 
effectiveness of the judiciary, the Auditor-General's Office, and the Ombudsman's Office, 
although capacity issues have limited the ongoing effectiveness of these reforms. 
 
3. After an initial period of relative political stability post independence in 1980, Vanuatu 
went through 13 changes of government between 1992 and 2004. Political instability led to 
changes in policy direction, disruptions in government services, declining standards of 
governance,1 and weakening fiscal discipline. Over time, there has been an explosion in the 
number of minor political parties and independent candidates, with factionalism and personality 
politics coming to dominate the political process. As a result, forming and sustaining a 
government coalition has required a complex process of negotiation between parliamentary 
groups, and no party has been able to form a government in its own right since the elections in 
1991. Forming stable coalitions has also proven problematic at times, in part, because of 
differences among English and French speakers.2 Since 2004, the political situation has 
become more stable, although the coalition government has faced numerous challenges. 
 
B. Economic Management  
 
4. Growth has been led by a particularly strong performance in tourism and property 
development. Tourism-related sectors account for nearly two-thirds of GDP and about 70% of 
the increase in economic growth in recent years. In the tourism sector, visitor arrivals have 
increased steadily, and the number of cruise ships visiting the country has tripled over the last 5 
years. Vanuatu has also experienced a substantial expansion in the real estate market. 
Liberalization of air services and improved air connections from Australia and Zealand has 
boosted access to tourists and made investing in vacation property and retirement homes more 

                                                 
1 AusAID. 2007. The Unfinished State: Drivers of Change in Vanuatu. Canberra. 
2 Morgan, Michael C. 2008. “The Origins and Effects of Political Fragmentation in Vanuatu” in Roland Rich (ed). 

Political Parties in the Pacific Islands, Australia National University Press: Canberra. Pp. 117-142. 

http://en.wikipedia.org/wiki/Parliament_of_Vanuatu�
http://en.wikipedia.org/wiki/Cabinet_%28government%29�
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convenient and feasible. Since the introduction of the open-skies policy in 2004, tourism arrivals 
have increased by 13% per annum.  
 
5. Growth has been largely confined to urban areas and has generated few jobs in rural 
areas. There has been rural–urban drift and a widening rural–urban income gap. In the long 
term, market forces seem likely to continue this trend.   
 
6. Steady progress has been made in strengthening the Government’s fiscal position. 
Since 2004, small fiscal surpluses have been achieved, with a surplus of 2.2% of GDP in 2008. 
The tax regime remains competitive and transparent, with low import taxes and duties, and 
steady growth in revenue collection.  Although the aggregate fiscal position has improved, the 
effectiveness of public spending remains compromised by the crowding-out effects of public 
sector wages and civil service capacity gaps. The public sector wage bill is large by regional 
and international standards, and after a 25% increase between 2006 and 2007, reached 14% of 
GDP, accounting for more than 60% of recurrent outlays in 2007. The effectiveness of the civil 
service is also hampered by fragmented administrative structures, political interference in 
staffing, and weak coordination mechanisms. Provincial and municipal governments function 
poorly and have few opportunities to participate in the formulation of national policy. Efforts are 
currently underway to decentralize some government functions to the provinces. In addition, 
there are about 20 enterprises in Vanuatu, most of which are relatively inefficient and have 
received financial assistance from the Government.  
 
C. Governance 
 
7. ADB’s second Governance and Anticorruption Action Plan aims to focus attention on 
three specific thematic issues—public financial management (PFM), procurement, and 
anticorruption activities—at the country level and in ADB priority sectors. In relation to PFM, 
fiscal aggregates have improved significantly since 2000 on the back of better macroeconomic 
performance, improved fiscal management, and strengthened PFM arrangements. Vanuatu's 
PFM arrangements were most recently assessed in 2006 using the Public Expenditure and 
Financial Accountability performance management framework,3 which found that, while budget 
execution and reporting were generally sound, audit, planning and transparency issues needed 
further improvement. Development partners, including the European Union, have reviewed the 
PFM arrangements and are beginning to provide direct budget support to Vanuatu. Through the 
Priorities and Action Agenda 2006–20154, the Government has identified good governance and 
public sector reform as a reform focus and is working to progress such reforms with donor 
support, particularly from the Australian Agency for International Development (AusAID)-
supported Governance for Growth PFM subprogram. This is supporting a program of PFM 
capacity building, including provincial PFM capacity building, expected to include the 
establishment of provincial financial controllers as a means to establish greater accountability 
and oversight and facilitate decentralization of decision-making authority.5 Nevertheless, 
ongoing efforts are required to improve public enterprise efficiency and strengthen the budget 

                                                 
3  Pretorius, Carole and Corina Certan. 2006. Vanuatu Expenditure and Financial Accountability. ECORYS 

Nederland BV: Rotterdam. Under the internationally accepted PEFA framework, Vanuatu’s performance was 
assessed in relation to seven dimensions of public financial management: (i) credibility of the budget; (ii) 
comprehensiveness and transparency; (iii) degree to which the budget is prepared with due regard to government 
policy; (iv) predictability and control in budget execution; (v) accounting, recording and reporting; (vi) external 
scrutiny and audit operations; and (vii) appropriateness of donor practices in country.  

4. Government of Vanuatu. Ministry of Finance and Economic Management. 2006.  Priorities and Action Agenda 
2006–2015: An Educated, Healthy and Wealthy Vanuatu. Port Vila. 

5  AusAID. 2007. Governance for Growth Program: Design Document. 
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framework to establish transparency and accountability. In that connection, the Government is 
seeking to revitalize the Auditor-General's Office and made amendments to the Public Finance 
and Economic Management Act in 2009.6 
 
8. In relation to procurement, the 2006 public expenditure and financial accountability 
assessment reviewed procurement policies and processes, and assigned procurement 
arrangements an overall D+ rating (comprising two D ratings and a C rating).7 A more positive 
assessment was provided by the 2007 Global Integrity Report; this rated the strength of the 
Vanuatu procurement arrangements as "moderate" (74/100).8 The Government continues 
working to strengthen procurement processes, particularly through institutional strengthening. It 
has recently begun working on amendments to the Government Contract and Tenders Act.  
 
9. In relation to anticorruption arrangements, Vanuatu joined the ADB and Organisation for 
Economic Cooperation and Development (OECD) Anti-Corruption Initiative for Asia-Pacific on 
30 November 2001 and, in 2004, an in-depth study of national integrity systems concluded that 
"since the commencement of the Comprehensive Reform Program in 1997, Vanuatu has made 
significant steps in developing a strong legal framework designed to foster accountability, 
transparency and responsibility especially in the public sector."9 Since the framework reforms 
initiated by the Comprehensive Reform Program, Vanuatu has continued to make progress on 
fighting corruption as shown by the 2007 Global Integrity Report, which in the area of 
anticorruption and rule of law rated Vanuatu as "strong," with anticorruption policy rated as "very 
strong," anticorruption agencies rated as "moderate," the rule of law rated as "strong," and law 
enforcement as "weak." Vanuatu is moving to strengthen the capacity of the Auditor-General's 
Office and general support is being provided to strengthen law enforcement. The formal 
accountability institutions—Parliament, the auditor-general, and the ombudsman—have proved 
largely ineffective, and much of the decision making within the Government is not transparent. 
In terms of accountability, many state-owned enterprises and statutory bodies have not 
submitted their accounts for a number of years. Public officials rarely receive adequate censure 
for corruption.    
 
10. Civil Society Capacities.  Civil service capacities are gradually developing, particularly 
in service delivery. The Vanuatu Association of Nongovernmental Organizations has about 90 
members and is developing advocacy coalitions in areas such as education, women's affairs 
and economic affairs. Only a few of the locally registered nongovernmental organizations have 
active research and advocacy agendas, and to date, the nongovernmental organizations play a 
limited role in enforcing accountability.  
 
D. Poverty Assessment 
 
11. Although absolute poverty in terms of severe destitution is rarely a problem in Vanuatu, 
many people suffer from “poverty of opportunity,” in terms of a lack of access to basic services, 
jobs, and education, and have a persistent struggle to mobilize sufficient cash to meet regular 
expenses. A participatory hardship assessment, undertaken in 12 villages on four islands in 
2002, found that limited sources of income and jobs were the most commonly cited hardships in 

                                                 
6 The Ministry of Finance and Economic Management also drafted a Public Enterprise Bill, but the State Law Office 

redrafted it, reflecting the only effective change - the power to require financial accounts. Due to the revised Bill not 
addressing the substantive governance and management issues afflicting the state owned enterprises, consensus 
on it was not achieved, and as of May 2009, it has not been tabled in Parliament.  

7 The PEFA Assessment Framework assigns ratings from A (high) to D (low) to composite indicators. 
8 Global Integrity. 2007. Global Integrity Report 2007: Vanuatu. www.globalintegrity.org 
9 Transparency International. 2004. National Integrity Systems: Country Report Vanuatu 2004. p. 5. 
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the urban areas, while lack of or limited access to basic services and limited sources of income 
from agriculture, fishing, and forestry were most frequently mentioned hardships in the rural 
areas. Hardship was said to be caused by limited opportunities to earn money, obtain education 
and job skills, and access health and other basic services. Distance and cost contribute to high 
drop out rates from schools; a lack of transport and long distances force families to rely on 
traditional healers instead of clinics or hospitals; while children suffer from high rates of 
malnutrition due to lack of knowledge and awareness on the part of parents. Young people are 
unable to continue secondary schooling or learn marketable skills. Also, single parenthood, 
unplanned pregnancies, and domestic violence make women prone to poverty. Remoteness, 
combined with the lack of reliable water supply, farm-to-market roads, markets, formal 
education and training, health facilities, affordable power sources, and reliable communication 
services add to isolation and limit communities' opportunities to earn and diversify sources of 
income.10   
 
12. While ni-Vanuatu might not have high cash incomes, their strong family and community 
ties have traditionally provided social safety nets for the most disadvantaged and vulnerable 
community members. A growing dependence on cash, even in the most remote villages, 
combined with limited opportunities and changing values has contributed to an erosion of 
traditional coping mechanisms. This, in turn, has aggravated hardship and vulnerability of rural 
communities while contributing to rural–urban drift.  
 
13. In 1998, the proportion of the population with expenditures below the poverty line was 
estimated at 40%. While poverty lines are not comparable over time, recent evidence suggests 
that considerable progress has been made in reducing income poverty. Data from the 2006 
household income and expenditure survey has been used to estimate the first set of national 
food and basic needs poverty lines for Vanuatu. For 2006, it was estimated that 15.9% of the 
population had incomes below the basic needs poverty line, while in Port Vila, the figure was 
about 32.8%. The findings of the household income and expenditure survey confirm that 
relatively few people have expenditure levels that are insufficient to meet basic food needs.11 
Levels of inequality are relatively high, with the average Gini coefficient in 2006 estimated to be 
0.41. Inequality was high even in the countryside (Gini Coefficient of 0.40) and very high in Port 
Vila (Gini Coefficient of 0.45).  
 
14. Although average incomes in Port Vila are nearly five times those in rural Vanuatu, 
poverty incidence is much higher in the capital city. This suggests that while the traditional 
subsistence lifestyle and social safety nets help underpin a minimum standard of living in the 
rural areas, the lack of sufficient economic growth, income inequality, and insufficient 
employment in urban areas is not enabling urban dwellers, and those that have recently 
migrated from rural areas, to improve their standards of living above what is needed to meet 
basic requirements.  
 
15. Continued rural urban drift in Vanuatu means the population of Port Vila and Luganville 
are growing quickly. The majority of those settling in urban and peri-urban areas are unskilled 
and unemployed. Population growth in these two centers exceeds 4% per annum12 and it is 
estimated that if current migration rates continue, by 2020, approximately 25% of the population 
                                                 
10 ADB. 2003. Priorities of the People: Hardship in Vanuatu. Manila.  
11 Government of Vanuatu, National Statistics Office, ADB and United Nations Development Programme. April 2008. 

Analysis of the 2006 Household Income and Expenditure Survey: A Report on the Estimation of Basic Needs 
Poverty Lines and the Incidence and Characteristics of Poverty in Vanuatu. Port Vila. 

12 Department of Trade, Industry and Development, 2008. Vanuatu: Diagnostic Trade Integration Study, 2008 Report. 
Published by Blue Planet Media and Communications, Port Vila. 
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will live in Port Vila alone. Rapid migration is causing a number of problems. Poverty in peri-
urban areas is far higher than in rural areas, the sanitation and drainage systems are insufficient 
to manage the increased population in Port Vila and its unplanned settlements, contributing to 
the spread of urban slums. Of particular concern in urban areas are the many young school 
leavers who have little prospect of securing jobs, which negatively effects livelihoods, law and 
order, and social stability.  
 
16. Vanuatu has already exceeded its MDG income poverty reduction target (a 20% poverty 
incidence for 2015) and solid progress has also been registered in infant mortality and boosting 
the proportion of births attended by a skilled birth attendant (93% in 2006), increasing life 
expectancy (from 54 years in the 1970s to 70 years today) and in boosting child immunization 
rates. However, social indicators remain low and Vanuatu is not on track to meet many of its 
non-income MDGs. Some 12% of the total population is estimated to be undernourished and, in 
1999, some 48% of Vanuatu’s rural communities did not have access to clean water. In urban 
areas, access to water and poor sanitation are often key issues for poor communities, 
particularly those living in the squatter and other informal settlements around Port Vila and 
Luganville.13 In terms of access to education, net primary school enrollment rose from 75% in 
1989 to 93% in 2004, although it had declined to 85%14 by 2007. Official estimates put the 
literacy rate at around 87% in 1999, although the actual figure is likely to be much lower given 
enrollment and primary school completion rates. The proportion of pupils that complete a 
primary education fell from 90% in 1991 to 72% in 2004.15  
 
17. Vanuatu is one of the few countries in the world where primary schooling attendance is 
not compulsory. One quarter of the heads of households have no education at all and only 
about 6% of the new entrants to primary school are able to complete secondary schooling. In 
addition, the quality of teachers is poor, with 37% not having completed secondary school.  
 
 
 

                                                 
13 United Nations Development Program (UNDP). 2006. Vanuatu Millennium Development Goals Report 2005. Port 

Vila; Abbot, David. 2008. Overview of Hardship and Poverty. Suva; and NZAID. 2006. Vanuatu Development 
Program Strategy 2006-2010. Auckland.  

14 Vanuatu Ministry of Education. 2007. Digest of Education Statistics. Port Vila. 
15 UNDP. 2008. United Nations Millennium Development Goals (Pacific) Summary Data, March 2009. Suva. 
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COMPREHENSIVE REFORM PROGRAM 

1. The Comprehensive Reform Program (CRP)1 and related technical assistance2 were 
conceived in 1997 in response to macroeconomic instability stemming from fiscal fragility and 
political instability. The CRP focused on public, economic and financial sector reforms, including 
improvements in governance, economic and social conditions and public expenditure 
management.  
 
2. While the CRP was broadly successful in helping the country to restore macroeconomic 
and financial stability, it proved to be overambitious, politically contentious, and vulnerable to 
political drift. The sequencing of reforms was inadequately assessed at appraisal, without due 
consideration being paid to the sustainability of the program. The CRP also underestimated the 
severe capacity constraints, which meant new laws were passed with insufficient scrutiny. The 
CRP's implementation was incomplete. The reform initiatives also created new systems and 
processes that were alien to Vanuatu’s local management culture, which led to frustration, 
lethargy, and communication breakdowns during implementation. As a result, some reform 
initiatives have taken longer than expected to implement. 
 
3. Nevertheless, the CRP did help to lay part of the foundation for Vanuatu's current 
economic growth. Financial sector reform was one of its most successful outcomes. The CRP 
restructured and rehabilitated the insolvent National Bank of Vanuatu and the Vanuatu National 
Provident Fund, and dissolved the Development Bank of Vanuatu. New legislation was enacted 
to improve the financial system. An independent public service was established as were (i) a 
legal framework for effective and fair employment; and (ii) corporate plans for each ministry and 
business plans for all departments linked to the Government’s budgeting process. A new 
Foreign Investment Act was enacted and the Vanuatu Investment Promotion Authority was 
established to streamline licensing procedures.  
 
4. Key lessons from the CRP include the value of broad consultation, a participatory 
process to entrench support and broad ownership for reform initiatives, and a focused, 
sequenced approach to reforms. 
 

                                                 
1 ADB. 1998. Comprehensive Reform Program. Manila. (Loan 1624-VAN, $20 million, approved on 16 July 1998). 
2 ADB. 1997. Strategic Plan for the National Bank of Vanuatu. Manila. (TA 2961-VAN, $150,000 approved on 12 

December 1997);  ADB. 1998. Institutional Support to Central Agencies for the Comprehensive Reform Program 
(Phase I). Manila. (TA 2984-VAN, $630,000, approved on 23 January 1998); ADB. 1998. Institutional Support to 
Central Agencies for the Comprehensive Reform Program (Phase II). Manila. (TA 3046-VAN, $1.2 million, 
approved on 16 July 1998); and ADB. 2000. Institutional Support to Central Agencies for the Comprehensive 
Reform Program (Phase III). Manila. (TA 3449-VAN, $850,000 approved on 26 May 2000). 
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COMPLETION REPORT FOR VANUATU COUNTRY OPERATIONS 1998-2008 

A. Introduction 
 
1. This completion report for Vanuatu covers the period 1998–2008. It encompasses two 
periods, one managed through country assistance plans (1998–2003) and one managed 
through country strategy and program updates (2004–2008). Since joining the Asian 
Development Bank (ADB) in 1981, Vanuatu has received nine loans with net loan amount of 
$49.0 million and technical assistance (TA) for 56 projects amounting to $16.9 million. More 
than 50% of the loans were for infrastructure rehabilitation and more than 40% of the TA was for 
institutional support and capacity building. There have been nine projects completed of which 
six were rated successful. The Development Financing Project (1999) and the Comprehensive 
Reform Program (CRP) (2002) were rated partly successful, the Urban Infrastructure Project 
(2003) and the Cyclone Emergency Rehabilitation Project (2003) were rated successful, and the 
Santo Port Main Project (1991) and the Santo Port Supplementary Project (1999) were rated 
generally successful. ADB has assisted Vanuatu in designing and implementing the CRP and 
the follow-on Priorities and Action Agenda (PAA) since February 1997.1 There are no ongoing 
loans while four TA projects ($2.7 million) are active. 
 
2. ADB has actively supported the formulation and implementation of the Government’s 
CRP though policy dialogue, program lending, and advisory support.  ADB has also played a 
key role in assisting the Government to prepare a more focused medium-term development 
strategy to help improve capital spending and the coordination of external assistance.     
 
3. Common issues identified from evaluations include lack of adequate upstream design 
work, insufficient attention to administration and institutional capacity, weak sustainability of 
project assets, severe absorptive capacity constraints, and ineffective procurement and 
disbursement arrangements.  Projects have had start-up and implementation delays, and have 
been supervised too infrequently. Work has been driven by project milestones and has 
frequently failed to take account of government's overall strategic reform agenda. Changing 
government priorities, as a result of political instability, have also adversely affected project 
implementation.   
 
B. Principal Findings 
4. Over the past decade, the assistance strategy of ADB for Vanuatu was designed to 
address binding constraints to economic development. These included a lack of consistency 
and transparency in government decision making, a high-cost and uncertain environment for 
business, and a lack of fiscal capacity to provide essential public services. The strategy aimed 
to help (i) build capacity for sound economic management and good governance, (ii) create an 
enabling environment for private sector development, and (iii) reduce poverty.   
 
5. During this period, ADB implemented the CRP, its largest operation to date in Vanuatu 
($20 million), which was also the country’s single largest foreign loan. The CRP was conceived 
in February 1997 in response to macroeconomic instability stemming from fiscal fragility and 
political instability dating back to 1996. The situation was exacerbated by the growing public 
disenchantment with continuing economic stagnation, poor social services, riots as a result of 
                                                 
1 A memorandum of understanding on the CRP was signed with the Government and ADB in February 1997 during 

an ADB country-programming mission. The CRP was endorsed by the Council of Ministers in early 1997 and 
approved by a national summit in June 1997. 
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dissatisfaction with the Vanuatu National Provident Fund (VNPF), and inefficient public 
administration. Consequently, the Government was determined to restore fiscal balance and 
business confidence through formulation of its CRP. The CRP focused on public, economic and 
financial sector reforms, including improvements in governance, economic and social 
conditions, public expenditure management, and the use of external assistance. While the CRP 
was broadly successful in helping the country to restore macroeconomic and financial stability, it 
proved to be overambitious, politically contentious, and was vulnerable to political drift.2 It 
underestimated the severe capacity constraints within Vanuatu, which meant that new laws 
were passed without much scrutiny and implementation of these laws was incomplete.  
 
6. Financial sector reform was one of the most successful outcomes of the CRP. Before 
the introduction of reforms, both the Development Bank of Vanuatu (DBV) and the National 
Bank of Vanuatu (NBV) were technically insolvent and the VNPF faced a significant funds 
deficiency. The CRP restructured and rehabilitated the insolvent NBV through a Vt400 million 
capital injection and VNPF through a Vt225 million capital injection. NBV has made significant 
progress in turning itself around from a loss-making operation to a sustainable and profitable 
banking operation.3 VNPF has also had a remarkable turnaround since its near collapse in 
1998.4 The Government established an Asset Management Unit (AMU) to manage 
nonperforming loan portfolio of DBV and VNPF, dissolved the defunct DBV, and enacted new 
legislation to improve the soundness of the financial system. In addition, the Financial Institution 
Act (No. 2) of 1999 was enacted, empowering the Reserve Bank of Vanuatu to supervise all 
domestic financial institutions.  
 
7. Three phases of TA support were provided to help support the CRP, all of which 
suffered from considerable delays. The TA support was, however, successful in establishing the 
Department of Strategic Management as the lead agency to guide the reforms, in supporting the 
government to implement the CRP, assisting the National Statistics Office with key surveys and 
reports, helping the Public Works Department revise its management improvement plan, and 
strengthening the VNPF's information systems.  However, TA performance was hampered by a 
dearth of counterpart officers and capacity development outcomes were modest.  
 
8. The Urban Infrastructure Project, ADB’s second largest project ($12.8 million) began in 
1997. The main objective of the project was to assist Government in developing an urban 
growth management strategy to address public health, environmental, and economic concerns. 
The Project consisted of three components in the municipalities of Port Vila and Luganville, and 
their immediate environs: (i) water supply and sanitation, (ii) urban roads, and (iii) the Port Vila 
wharf. Although the project was rated successful, performance was hampered by: (i) institutional 
capacity constraints, (ii) lack of adequate upstream design work, and (iii) limited capacity within 
the executing agency and implementing agency to ensure the long-term sustainability of the 
works, including Government’s reluctance to place operations and maintenance for the 
Luganville water supply under an entity dedicated to water services, as was done in Port Villa.  
 
                                                 
2  In the late 1990s, government leadership changed several times due to unstable coalitions within the Parliament. In 

November 1997, the President dissolved Parliament. On 6 March 1998, Donald Kalpokas, the leader of the 
Vanua'aku Pati, was elected Prime Minister. A vote of no confidence in November 1999 made Barak Sopé Prime 
Minister. Yet another vote of no confidence resulted in the selection of Edward Natapei as Prime Minister in March 
2001.  

3  In 2000, net profit amounted to Vt25,637 while for 2001 a net loss of Vt19,597 was declared. Since 2002, NBV's 
net profit has improved rapidly, reaching Vt152.2 million as of 31 December 2008. 

4  By 2001, VNPF became self-sustainable and had turned into a surplus of Vt17.7 million from a deficit of Vt355 
million in 1998. Since then VNPF has maintained its positive growth with an operating gain reaching Vt227 million 
in 2006. 
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9. In addition, the design and the lengthy approval process for tender evaluation and 
procurement of goods caused significant implementation problems. The preparation of tender 
documents was protracted. Delays in bid appraisal were caused by government practices not 
being in accordance with ADB guidelines, challenges to the prequalification process by 
contractors, some contract package funding being higher than appraisal costs, and difficulties in 
government contribution funding. The need to improve arrangements for tender evaluation was 
highlighted in ADB review missions, which led to project management arrangements within the 
executing agency being revised. Disbursements were also slow, reflecting the slow starts in 
design, and in the tender process for civil works contracts. Some covenants associated with 
reporting requirements were only partially complied with. Loan covenants should have been 
limited to a few directly relevant and achievable conditions with strong government commitment. 
 
10. Starting in late 2000, reform momentum slowed.  Frequent changes in government and 
shortages of funds contributed to policy reversals. In addition, in late 2002, the Government 
became concerned about rising debt service requirements, as total debt-servicing costs 
increased significantly from 2.6% of GDP at the end of 1998 to 6.1% at the end of 2002. Given 
the tight fiscal situation, the Government then decided to restrict its use of external loans, and to 
seek grant funding wherever possible. As a result, it was agreed that the Government would 
draw on ADB’s grant-funded technical assistance resources, and that loan assistance would be 
used only sparingly if at all. 
 
11. In 2003, the main advisory TA projects provided support for capacity building to the 
Parliament, institutional strengthening of the National Statistics Office, performance 
improvements to service delivery units, and finalizing assistance to central agencies for the 
CRP. The Government's capacity constraints and fragmented decision-making structures 
significantly undermined the timely implementation of ADB TA projects. As a result, little 
progress was made in efforts to establish a results-based national planning system, to 
strengthen aid coordination, or to improve public sector financial management. 
 
12. Since 2004, ADB assistance has focused primarily on fostering private sector 
development. A clear lesson from the CRP was the need to define assistance areas properly. 
ADB’s approach in Vanuatu was built upon (i) a private sector assessment,5 (ii) intensifying 
support for recent successes in areas where there was a momentum for reform, (iii) focusing on 
supporting institutions with sufficient absorptive capacity, and (iv) covering areas in which ADB 
had a comparative advantage.  Support was provided to (i) create an enabling environment for 
private sector development through reducing costs, encouraging competition, developing a 
framework for secured transactions; and (ii) expand business development finance, and reduce 
poverty, through improvements in governance and economic growth, as well as through 
provision of services for the poor, particularly to address the needs of the outer islands. 
 
13. The performance of TA projects since 2004 has been broadly satisfactory.  Advisory 
assistance support for the development of the NBV helped the institution to return to health in 
only a few years.  The NBV has returned to profitability and has effectively expanded its lending 
operations in rural areas. The introduction of a market-oriented microfinance scheme by NBV 
has also been a success. Likewise, solid progress has been made in developing new 
commercial legislation (a Companies Act, an Insolvency Act, and a Trustee Act). A Personal 
Property Securities Act was enacted in 2008 and the personal property securities registry has 
been operating since April 2009. By comparison, less progress has been made in efforts to 
establish a results-based national planning system, to strengthen aid coordination or to improve 
                                                 
5 ADB. 2003. Vanuatu: A Private Sector Assessment. Issues, Challenges and Policy Options. Manila.  
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public sector financial management, due to capacity constraints, data gaps, and fragmented 
decision-making structures.   

C. Key Lessons 
14. Experience suggests that ADB must carefully focus its assistance, take institutional 
capacities and political realities into account, and tailor its support to address critical constraints 
to inclusive growth and social development in ways that catalyze support from other partners.  
ADB assistance can only make a positive contribution to development outcomes if it is 
implemented well and if the benefits are sustained beyond the life of the projects.  Toward this 
end, ADB assistance to Vanuatu faces several challenges, including:  (i) the weak sustainability 
of projects and severe absorptive capacity and human resource constraints within the 
government; (ii) insufficient ownership of programs and inadequate attention to administration 
and institutional capacity;  (iii) lack of adequate upstream design work on projects that did not 
build on or incorporate lessons identified from past implementation; (iv) overly ambitious and 
complex project designs; (v) difficulties with tendering processes; and (vi) changing government 
priorities resulting from political instability. 
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D. Completion Report Matrix 
 

Item Major Achievement Lessons and/or Recommendations 

Country Development 
Goals 
• The CRP, launched at 

a National Summit in 
June 1997, was a 
benchmark for 
assessment of 
Government policies 
and actions until 2006. 
Its overall objective 
was to (i) enhance 
economic growth, and 
(ii) raise the 
socioeconomic 
standards of all ni-
Vanuatu.  

• The PAA provides an 
overview of the 
development path for 
the period 2006–2015, 
and emphasizes:  
(i) expanding 
employment and 
income earning 
opportunities;  
(ii) providing basic 
economic and social 
infrastructure; and  
(iii) fostering social 
stability. 

• Vanuatu grew at an average rate of 6% per annum 
between 2003 and 2008, outperforming most other 
DMCs, while maintaining a relatively low inflation rate 
and a steadily improving fiscal position. 
Macroeconomic stability has been maintained, 
thanks to prudent fiscal and monetary policies. 
Inflation has been contained at single digit levels, 
while official reserves have grown to close to 6 
months of import cover. Gross domestic capital 
formation has averaged over 20% of GDP since 
2002. Since 2004, small fiscal surpluses have been 
achieved. In 2008, the surplus was small, 2.2% of 
GDP. However, fiscal stability has been 
accomplished, in part, at the expense of development 
spending. From 2002 to 2006, public investment 
levels averaged less than 2% of GDP, although this 
increased to 6.7% in 2008. 

• Some progress has been made on raising the 
socioeconomic standards of all ni-Vanuatu. However, 
for 2006, it was estimated that 15.9% of the 
population had incomes below the basic needs 
poverty line, while in Port Vila the percentage was 
32.8% (despite the fact that average incomes in Port 
Vila are nearly five times those in rural Vanuatu).  

• Infrastructure services remain poor or expensive or 
both. In almost every area, costs are among the 
highest in Pacific island countries.  

 

Although the economy has recorded rapid growth since 2003, 
major challenges include: (i) fostering a more inclusive growth 
process; (ii) ensuring a greater role for the private sector; and 
(iii) reforming the role of government and strengthening its 
capacities. There are several implications for ADB's future 
strategy. 
• ADB's strategy will foster more inclusive growth and be fully 

aligned with the goals and objectives of the Government. 
ADB will be selective and focus its assistance on those areas 
where it has core competences, where the Government has 
ownership of the reform processes, and where sufficient 
implementation capacity exists or can be effectively 
developed within the Government. 

• The importance of job creation and growth will require a 
focus on how to improve the environment for private sector 
development, including the development of infrastructure to 
overcome remoteness and to diversify economic 
opportunities. ADB will continue to focus on creating the 
enabling environment for private sector development through 
improvements in the legal and regulatory environment, 
increased access to finance, and reform and restructuring of 
SOEs.  

• Improved governance remains a priority for stimulating 
investment and growth, and for ensuring effective delivery of 
public services and infrastructure. 

• Long-term programs of capacity development support, linked 
to strategic investment operations, are needed to help 
transform the role of Government and build core 
development management institutions.   

 
Expected Outcomes of 
ADB Country 
Assistance Strategy 
ADB's country 
assistance strategy was 

• The Government is committed to completing critical 
reform measures. However, implementation stalled 
because of frequent political instability and budgetary 
difficulties. Some progress has been made in the 
following areas: (i) the public sector fiscal regime was 

• While the program was broadly successful in helping to 
restore macroeconomic and financial stability, it was over-
ambitious and politically contentious, and was vulnerable to 
political drift. 

• Changing government priorities, resulting from political 
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Item Major Achievement Lessons and/or Recommendations 

consistent with Vanuatu's 
development goals and 
covered a broad range of 
reforms, encompassing 
three key areas of the 
economy:  
(i) build capacity for 

sound economic 
management and 
good governance;  

restructured with the introduction of a 12.5% value-
added tax to replace a number of other indirect taxes, 
and (ii) the public sector was reformed, with the 
introduction of a merit-based department and agency 
heads, under life appointments with a changed 
relationship with the minister.  

  

instability, also adversely affected project implementation. 
• In retrospect, a more logical approach would have been to 

improve project design by developing the public sector 
program loan separately from a financial sector project loan 
and by being selective in strategies and focusing future 
assistance on those areas where the Government was highly 
committed to reform processes and where sufficient 
implementation capacity existed. 

(ii) create an enabling 
environment for 
private sector 
development; and  

 

• The performance of all private sector development 
focused projects has been broadly satisfactory. 

• The Government dissolved the DBV and 
recapitalized and restructured the NBV and the 
VNPF. The NBV has made significant progress in 
turning itself around from a loss-incurring operation to 
a sustainable and profitable banking operation with 
the total net profit of Vt152.2 million in 2008. By 
2001, the VNPF also became self-sustaining. Since 
then the VNPF has maintained its positive growth 
with operating profit reaching VT227 million in 2006. 

• A market-oriented microfinance scheme has been 
developed by NBV. NBV is looking for opportunities 
to expand microfinance through the introduction of 
technology.  

• Likewise, solid progress has been made on 
improving the enabling environment for the private 
sector through updating business laws such as the 
Companies Act, the Insolvency Act and the Trustee 
Act and legal institutions for the creation and 
operation of companies as a key element of the 
commercial system. 

• A Personal Property Securities Act was enacted in 
2008 and the related registry has been operational 
since April 2009. 

 

• Vanuatu has made good progress in private sector 
development since 2003. Key improvements include: (i) 
prudential regulation of the financial sector has been 
strengthened, (ii) competition in the airline industry and in the 
telecommunications sector has been encouraged, and (iii) 
credit to the private sector has steadily increased.  

• However, the country needs to create a more business-
friendly environment by enacting carefully targeted reforms.   

• ADB will continue its focus on access to finance by 
supporting the NBV to expand its rural outreach capabilities. 
Additional support will be provided for the development of a 
regulatory framework for microfinance institutions and 
access to finance across Vanuatu. 

• Reform of the Government’s SOEs should build on efforts 
initiated under the CRP and pursued through analytical and 
policy dialogue for most of the past decade. The key focus of 
this effort should be on improving the regulatory framework 
to improve the governance, transparency and efficiency of 
Vanuatu's SOEs. This could also include closure or full or 
partial divestiture of selected SOEs.  

• ADB will continue to support improvements to the business 
enabling environment in Vanuatu. Advisory support should 
continue to assist the Government in the implementation of 
new business laws and the development of implementing 
regulations and other legislation as appropriate.  

(iii) reduce poverty • Some progress has been made in reducing poverty, • Improvements in transport, energy and urban infrastructure 
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Item Major Achievement Lessons and/or Recommendations 

 though Vanuatu remains the fourth poorest Pacific 
DMC. In addition, in 2006, basic needs poverty in 
Port Vila was approximately twice as severe as in 
Vanuatu in general. 

• A mechanism to monitor the social impacts of the 
CRP and immediate measures to ameliorate 
negative impacts on disadvantaged groups was not 
efficient.  

• Severe absorptive capacity and human resource 
constraints within the Government resulted in weak 
sustainability of projects. 

are required to help overcome remoteness, provide access 
to affordable power, and improve living standards.  Higher 
rates of capital spending and better management of capital 
assets are needed to underpin a process of more sustained 
and inclusive economic growth. 

• In a small island country with limited institutional capacity, 
rigorous preparation and appraisal of projects is needed. 
Programs should be developed that are more amenable to 
timely implementation by: 
• improving ownership of the lending and nonlending 

program and aligning it to an agreed strategic focus;  
• improving project design by incorporating lessons 

identified from previous implementation; and  
• being selective in strategies and focusing future 

assistance on those areas where sufficient 
implementation capacity exists or can be effectively 
developed. 

Country Programming 
Strategy 
Implementation  

• Quality and 
Portfolio 
Management 

 

Since joining ADB, Vanuatu has received nine loans 
with net loan amount of $49.0 million and TA for 56 
projects amounting to $16.9 million. More than 50% of 
the loans were for infrastructure rehabilitation and more 
than 40% of the TA was for institutional support and 
capacity building. There have been nine projects 
completed, of which six have been rated successful. 
The performance of project preparatory TA projects has 
been mixed while performance of the advisory TA 
projects has been largely successful.  

Common issues identified from evaluations include a lack of 
adequate upstream design work, insufficient attention to 
administration and institutional capacity, weak sustainability of 
project assets, severe capacity constraints, and ineffective 
procurement and disbursement arrangements.  There is a need 
to: (i) retain a degree of flexibility in planning and prioritization 
and to consider longer timeframes for project implementation; 
(ii) intensify support for recent successes in areas where there 
is momentum for reform; (iii) focus on supporting institutions 
with sufficient absorptive capacity, (iv) improve procurement 
and disbursement arrangements through updating the relevant 
legislation, carrying out effective project design  and project cost 
management,  and  providing capacity building to executing and 
implementing agencies,  and (v) cover areas in which ADB has 
comparative advantages and some in-country success.  

• Results 
Management 

The CAPs for the period 1998–2003 were not results- 
based and did not include sector road maps. The 
country program and strategy updates for 2004–2008 
included a results framework with a sector road map for 
private sector development that was aligned with the 
PAA. New priorities are reflected in the results 

Performance management continues to be affected by a lack of 
baseline data and the limited capacity of Government’s 
systems. Results frameworks will need to be realistic and not 
overly ambitious in terms of target indicators. 
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Item Major Achievement Lessons and/or Recommendations 

framework for the 2008–2010 COBP, but it is too early 
to assess progress. 

• Partnership with 
Government 

Because of the closure of ADB’s office in 2005 in Port 
Vila, ADB's partnership with the Government has been 
primarily focused on creating the enabling environment 
for private sector development. 

ADB should frequently liaise with the executing and 
implementing agencies, given the severe absorptive capacity 
and human resource constraints within the Government. 
 

• Development 
Partner 
Coordination 

ADB has established strong relationships with other 
development partners through implementation of the 
CRP. While the Government’s capacity for donor 
coordination is weak, ADB has been an active 
participant in the donor consultation processes. 

Given that ADB is currently a relatively small donor it is 
important for its assistance to be well targeted and coordinated. 
Development of cofinancing partnerships has been important 
and this should continue. There are a large number of donors in 
Vanuatu, and coordination will continue to pose challenges for 
Government.  

ADB = Asian Development Bank; CAP = country assistance plan; COBP = country operations business plan; CRP = Comprehensive Reform Program; DBV = 
Development Bank of Vanuatu; DMC = developing member country; GDP = gross domestic product; NBV = National Bank of Vanuatu; PAA = Priorities and Action 
Agenda; SOE = state-owned enterprise; TA = technical assistance; VNPF = Vanuatu National Provident Fund. 
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COUNTRY PARTNERSHIP STRATEGY AND PROGRAM FORMULATION 

1. ADB's pre-country partnership strategy (CPS) consultations began during a mission in 
November 2008 when the country team first raised the CPS process with counterparts. Various 
ideas for an expansion of the Vanuatu country program were discussed in a preliminary way 
with the Government, donor partners and the private sector. In addition, brief introductory 
discussions were undertaken with regard to the CPS and its purpose.  
 
2. In December 2008, further preparatory discussions with the Government and other key 
counterparts were held. The Mission presented a short presentation on the CPS to Government 
officials to acquaint them with the process. Other areas for potential ADB involvement were 
raised by the Government, including competition policy and state-owned enterprise (SOE) 
reform. The key potential focus areas for the CPS began to take shape, including a continued 
focus on private sector development, and a new focus on transport (interisland shipping), urban 
development, and energy. These new sectors were considered to be where ADB could provide 
strong input, donor partners were open to cooperation and cofinancing, and no substantial 
donor program overlap was evident. The focus on interisland shipping would build on an 
interisland shipping study undertaken by the New Zealand Agency for International 
Development (NZAID) with ADB assistance in 2008, while the proposal for work on urban 
development was discussed during the preparation of the most recent Vanuatu country 
operations business plan (COBP). The proposed focus on energy is a response to the strong 
demand for renewable energy options for off- and on-grid applications, as well as to climate 
change and environmental issues. SOE reform and competition policy were proposed for the 
private sector development program. 
 
3. A country team meeting in early February 2009 began the CPS process and later that 
month members of the country team visited Vanuatu again for broader consultations with key 
stakeholders. During this mission, detailed consultations were undertaken with Government 
officials and strong positive feedback was received on the proposed country program. 
Government officials suggested additional areas for support, including assistance with 
negotiating tax information sharing treaties, a review of the Air Vanuatu accounting policies and 
procedures, and assistance with a full audit of government and private sector salary structures.   
 
4. The mission also held substantive consultations with development partners on 
opportunities to cooperate in the development of country programs. Positive feedback was 
received from all partners and a number of opportunities for cooperation on and cofinancing of 
specific interventions were identified. These include on transport (interisland shipping) in 
cooperation with NZAID, and on urban development in cooperation with AusAID. 
 
5. Discussions with the private sector and private sector organizations also took place 
during this mission. Private sector representatives encouraged ADB to drive the development of 
national sector policies within government in areas where they were lacking, including 
infrastructure, health, education, and agriculture. They argued that the absence of such policies 
had led to poor coordination of government and donor efforts.  
 
6. Substantive discussions were also undertaken with civil society during the mission. A 
broad range of nongovernmental organizations (NGOs) and other organizations attended 
feedback meetings organized by the mission during which the proposed country program was 
discussed. Civil society organizations were positive on the proposed program and provided 
input on areas that ADB should pay particular attention to. For example, it was pointed out that 
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safety aids and search and rescue capabilities are lacking in Vanuatu and these should be 
included in an interisland shipping project. 
 
7. ADB's final pre-CPS consultation mission in late April 2009 consulted with the 
Government, donor partners and the private sector. In particular, meetings looked at how ADB's 
document Achieving Development Effectiveness in Weakly Performing Countries1 could be 
used to improve the effectiveness of ADB's interventions and the overall country program. ADB 
also asked the Government for its views on the proposal that ADB's cost-sharing and financing 
terms be relaxed to take into account the fragile nature of Vanuatu's development environment.   
 
8. During consultations, it was agreed that borrowing from ADB could be considered by 
government for projects where the economic benefits of each project makes it economically 
sustainable in the long term. Any such borrowing would continue to be based on thorough debt 
sustainability analysis and the use of cofinancing partnerships to reduce financing costs. The 
Government's ultimate decision on borrowing will be made once each project is scoped and 
costed.   
 
9. The comments from stakeholders have directly informed the CPS in a number of ways. 
In line with the comments from the Government, ADB has aligned its support with the 
Government’s national development strategy, and its short-term action plan. ADB public sector 
lending support will focus on infrastructure provision, which was highlighted by stakeholders in 
government, the private sector, and civil society as a major impediment to poverty reduction. 
Consultations with partners have identified areas where ADB can complement assistance (in 
maritime transport, private sector development, and urban development) and possibly leverage 
its impact. Private sector consultations have helped identify specific areas where further follow-
on ADB support could improve the enabling environment. Civil society consultations have 
resulted in the inclusion of safety issues in the proposed support for maritime transport.   
 
10. The CPS formulation mission took place from 22 to 26 June 2009. The mission met with 
a broad range of stakeholders within government, including the minister of finance and 
economic management, the minister of internal affairs and the directors general of the Ministry 
of Finance and Economic Management, the Ministry of Infrastructure and Public Utilities, and  
the Ministry of Lands and the director of strategy, planning and aid coordination. In addition, the 
mission convened a meeting with all key donor partners, a meeting of the council of the Vanuatu 
Chamber of Commerce and Industry, a meeting of the Vanuatu Bankers Association, a meeting 
of the Vanuatu Association of NGOs and a variety of other key stakeholders. All endorsed the 
main thrusts of the CPS program and no significant additions were suggested during the 
mission. The mission signed a memorandum of understanding with the Government, which 
included a copy of the main text of the draft CPS document as well as drafts of the proposed 
results framework and the proposed country operations business plan from 2010 to 2012. 
 
 
 
 
 
 
 
 
 
                                                 
1 ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries. Manila. 
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VANUATU GENDER ASSESSMENT AND STRATEGY 

I. Social and Gender Situation and Key Issues 
 
1.    Vanuatu’s Human Development Index ranking is 120 out of 177 countries and it is still 
classified as a ‘least developed country’ (LDC), according to the United Nations Development 
Programme's (UNDP) 2007/2008 Human Development Report.1 Approximately 80% of the 
population lives in rural areas with livelihoods based on subsistence agriculture and fishing 
where absolute poverty and severe hunger is rare. The formal economy is built on tourism, 
construction, property investment, and agriculture. There is a growing problem of urban drift, 
with large numbers of the unskilled poor being concentrated in informal and squatter 
settlements of urban and peri-urban areas. In 2006, 16% of the total population was living below 
the basic needs poverty line and 7% were experiencing food poverty. In Port Vila, the capital 
city of Vanuatu, however, the poverty rate (33%) was twice as high as the national average.2   
 
2.  The population in Vanuatu is characterized by different tribal affiliations and social 
structures that include matrilineal and patrilineal inheritance systems. The degree of women’s 
empowerment varies across cultural groups; women from matrilineal areas often have more 
traditional decision-making power, mostly exercised at the household level. Across all groups, 
men have more access to and control of key political, economic, and knowledge resources than 
women. There is a strong traditional obligation system that functions as a basic safety net, but 
that also restricts individual control of land and exacerbates women’s lack of access to 
economic resources. The following provides analyses of key gender indicators.   
 
A. Gender Gaps and Opportunities for Females at the Secondary Level 
 
3.   School attendance in Vanuatu is neither compulsory nor universal yet; the government 
recently announced its plan to phase out school fees for primary education up to Grade 8 in 
order to achieve universal primary education. The net enrollment rate in primary education 
exceeds 80% for both males and females with little gender gap.3 Yet, net enrollment in 
secondary education is substantially lower for males and females alike, at below 35%, which is 
one of the lowest in the Pacific. For females, drop out rates at grades 10 and 13 are particularly 
higher than those for males, indicating disadvantages for females in advancing to higher levels 
of schooling. The high cost of school fees for secondary education, combined with a shortage of 
school facilities, pushes many young people, especially females, out of the education system.4  
There are also limited numbers of female teachers at the secondary level who can serve as role 
models.5 There are a number of technical and vocational institutes in Vanuatu, but given the 
geographic constraints and the shortage of boarding facilities, these are not equally accessible 
to females. The low rate of enrollment in secondary education and its poor quality have 
important consequences for skills development and human resource capacities of the 
population which are essential for sustainable economic development.  

                                                 
1 UNDP. 2007. 2007/2008 Human Development Report. New York.  
2  Government of Vanuatu, National Statistics Office, ADB and United Nations Development Programme. 2008. 

 Analysis of the 2006 Household Income and Expenditure Survey: A Report on the Estimation of Basic Needs 
 Poverty Lines and the Incidence and Characteristics of Poverty in Vanuatu. Port Vila. 

3  Ministry of Education, Youth Development and Training. Republic of Vanuatu. 2007. Digest of Education Statistics. 
Port Vila. 

4  There are only 81 secondary schools in total, compared with 435 primary schools (Digest of Education Statistics, 
2007).   

5  At the secondary level, there are only 272 female teachers compared with 461 male teachers (Digest of Education 
Statistics, 2007). 
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B. Sexual and Reproductive Rights and Health 
 
4.   Women’s reproductive work is unaccounted for in national accounting systems and their 
role in ensuring sustainability of social and cultural values is largely unacknowledged in 
financing for development. While there is a lack of qualified health staff in Vanuatu, women 
generally receive assistance from skilled birth attendants in 88% of deliveries. The total fertility 
rate is estimated to be 3.8 births per woman, maternal mortality 70 per 100,000 live births, and 
infant mortality 28 per 1,000 live births. The adolescent fertility rate is high at 92 births per 1,000 
women aged 15-19 and there is a need to ensure girls are not expelled from school when 
pregnant.6 The rate of using contraceptive methods among married women is 28% and the 
figure is much lower for younger women. Better family life, sex education in schools, and better 
access to health services are needed to improve these figures. While the prevalence rate of 
HIV/AIDS remains close to zero, high rates of sexually transmitted disease in neighboring 
countries and a sizeable number of ni-Vanuatu seafarers (a high risk factor) make Vanuatu 
vulnerable to the HIV/AIDS epidemic.   
 
C. Infrastructure that Supports Reduction in Women’s Time Poverty 
 
5.  Women in Vanuatu perform multiple roles as household managers, subsistence and 
cash crop farmers, income earners, and active members of churches and community groups.  In 
all these roles, basic infrastructure services are important determinants of women’s 
opportunities. Like the other Melanesian countries, Vanuatu has limited road and maritime 
transport services which constrain the delivery of basic social services and access to economic 
opportunities. Rural communities, especially in outlying islands, are isolated from markets, 
inhibiting women’s self-employment or microfinance initiatives. Infrastructure services are also 
poor in these areas: only 52% of the rural population has access to clean water and 42% have 
access to improved sanitation systems.7 In rural areas and peri-urban settlements, women 
spend disproportionate amounts of their time collecting water, fuel, and providing health care for 
preventable diseases caused by inadequate sanitation and lack of clean water. It is important to 
involve women in the design and delivery of targeted infrastructure services to reduce their time 
burden and to increase opportunities for other productive activities such as developing 
alternative livelihoods and marketing surplus produce.  
 
D. Access to Productive and Economic Resources 
 
6.  Traditional attitudes regarding male dominance and customary familial roles hamper 
women’s equal participation in economic and political life. Women have less access to 
productive and economic resources than men. While a growing number of women are 
participating in the formal sector, women are considerably less represented than men in the 
formal sector. According to recent data, about one quarter of Vanuatu workers are employed in 
the formal sector, mostly in urban areas, but women make up only one-third of these formal 
sector employees.8 Women’s participation in the formal sector is concentrated in the civil 
service, tourism, and other services industries. Women in rural areas are mostly engaged in 
cash crop production, subsistence agriculture, and small-scale marketing. Many women in both 
                                                 
6   UNFPA. 2005. Vanuatu at a Glance. Suva.  http://pacific.unfpa.org/Countries/vu.htm. 
7   UNDP. 2008. Asia-Pacific Human Development Report. New York.  
8 Government of Vanuatu, National Statistics Office, ADB and United Nations Development Programme. April 2008. 

Analysis of the 2006 Household Income and Expenditure Survey: A Report on the Estimation of Basic Needs 
Poverty Lines and the Incidence and Characteristics of Poverty in Vanuatu. Port Vila. 
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urban and rural areas are engaged in the informal sector, especially as open-air vendors, 
handicraft makers and sellers, and running stalls at the markets. Vanuatu has labor laws 
providing minimum wages, annual leave, maternity leave, and protection from discrimination 
against women on the basis of pregnancy. While these legislations protect women in the formal 
sector, many women in the informal sector face disadvantaged working conditions without any 
of these protections.   
 
7. Women’s access to credit is constrained by their lack of control over land, the vast 
majority of which is still held under customary tenure, and this issue has been recognized in the 
2006 National Land Summit. Despite the recognition of women’s important role and the need to 
include women in decision making over land, the resolution from the National Land Summit has 
not yet been effectively implemented. The newly enacted Personal Property Securities Act 
(supported by ADB), which allows moveable assets such as livestock and crops as collateral for 
borrowing, has an important potential to increase women’s access to credit. A microfinance 
scheme started by the Department of Women’s Affairs in 1996, the Vanuatu Women in 
Development Scheme has been a major source of obtaining credit for women but mostly for 
women in urban areas. The National Bank of Vanuatu has recently begun delivering a 
microfinance scheme, supported by ADB, to rural and outer islands with the aim of reaching the 
population who does not have easy access to credit or opportunities for saving. While there are 
significant ongoing efforts to increase women’s access to credit through a variety of 
microfinance schemes, lessons from women’s experience with micro credit indicate many 
barriers to their developing successful business opportunities, mainly due to lack of basic 
education and business skills. In order for women’s access to expanded financial services to 
result in successful income generating businesses, the ongoing efforts need to be accompanied 
by basic business skills training such as financial literacy, marketing, and understanding of 
business opportunities.   
 
E. Women’s Representation in Political Bodies 
 
8. Women’s representation in parliament is very low despite efforts of the National Council 
of Women, the United Nations Development Fund for Women (UNIFEM), and other donors: 
currently, there is only one female member in parliament. There is lack of support for women 
candidates from the main parties, and women running as independents find it difficult to muster 
requisite funds and logistical support from their families and communities. There is also lack of 
capacity to analyze issues and build constituencies that address issues in multiple sectors. 
While men also face these constraints, there is a higher level of distrust in women candidates. 
The National Council of Chiefs has considerable influences during elections, and it is a heavily 
conservative group that has not endorsed female candidates.   
 
F. Violence against Women and Girls 
 
9. Violence against women and girls violates their human rights, contributes to the spread 
of HIV/AIDS, negatively impacts mental health, and undermines women’s social freedoms and 
productive capacities for development. One thousand cases of violence against women and 
children are reported annually to the Vanuatu Women’s Centre, which are likely to be 
underestimates of the actual extent of the problem.9 Many women do not report due to family 
and community pressures. The Vanuatu Women’s Centre has committees on violence against 
women that work in communities for education and advocacy. A Family Protection Act 
addressing domestic violence was finally passed in June 2008, after repeatedly failing to pass 
                                                 
9  Fiji Women’s Crisis Centre. 2005. http://www.fijiwomen.com/index.php?id=1507. 
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parliament due to opposition from conservative leaders. An international standard survey on 
domestic violence is currently being conducted in Vanuatu for the first time, and its results are 
expected at the end of 2009.   
 

II.  Government Gender Policy and Planning Framework 
 
10. Vanuatu ratified the Convention on the Elimination of All Forms of Discrimination against 
Women (CEDAW) in 1995. The recent UNDP and UNIFEM stocktake10 on CEDAW status 
identifies that Vanuatu, like other Pacific countries, needs legislative and policy reform in 
support of gender equality. While the Millennium Development Goals and the National Gender 
Equity Policy have been incorporated into strategic planning, there has been little demonstrated 
progress. Government policy documents including the Priorities and Action Agenda (2006 – 
2015)11 emphasize the reallocation of budgets toward social sectors and human resource 
development, but there continue to be low levels of political will for gender analysis across 
sectors and for the establishment of sex/age disaggregated data, gender responsive targets and 
indicators. Within the government as well as among donors, there needs to be greater emphasis 
on gender mainstreaming as a key strategy in achieving gender equity. 
 

III.  Government Institutional Arrangements and Capacity for Gender 
 
11. The Department of Women’s Affairs is the national women’s machinery responsible for 
implementing the Gender Equity Policy introduced in 1997. An evaluation of the policy in 2006 
identified 21 barriers that prevented effective implementation of the policy. These include (i) 
traditional discriminatory attitudes; (ii) lack of government commitment and low allocation of 
resources; (iii) the idea that women’s rights are contrary to Christian beliefs; and (iv) the 
endemic nature of violence against women. Based on the evaluation and guidance from 
stakeholders, the Department of Women’s Affairs is developing a revised strategic plan of action 
for women. The Department, however, currently faces many constraints in coordinating and 
working effectively for the promotion of gender equality, as it lacks the institutional authority, 
adequate human and financial resources, and technical capacity for gender analysis.   
 

IV.  Future Indicative Areas for Intervention and Strategy 
 
12. There is considerable scope for ADB to assist the Government of Vanuatu promote 
gender equity, by incorporating gender responsive features into ADB assisted projects and by 
emphasizing gender mainstreaming efforts in policy dialogue across sectors and at all levels.  
For the key areas of ADB’s assistance in 2010-2014—transport, urban development, and 
energy sectors—it will be crucial to incorporate inputs from women stakeholders into all stages 
of project developments. This can be done through a participatory approach, in close 
consultation with women user groups, community members, local and national 
nongovernmental organizations, other civil society groups, and development partners. Across 
the sectors, ADB’s assistance needs to focus on reducing constraints to women’s participation 
in the economy and improving women’s access to essential social and infrastructure services. 
For instance, ADB’s support for transport infrastructure needs to consider different patterns of 
using transport networks and services between women and men, in order to design an optimal 
system that reduces women’s time burden and facilitate their access to markets and other 

                                                 
10 United Nations Development Programme and the United Nations Development Fund for Women. 2008. Translating 

CEDAW into Law: CEDAW Legislative Compliance in Nine Pacific Island Countries. Suva. 
11 Government of Vanuatu. Ministry of Finance and Economic Management. 2006.  Priorities and Action Agenda 

2006–2015: An Educated, Healthy and Wealthy Vanuatu. Port Vila. 
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income generating opportunities. ADB’s support for urban development needs to address health 
risks of women and their family, as well as women's constraints in time and opportunity, which 
arise from poor housing and environmental conditions and from lack of basic infrastructure 
services such as clean water and sanitation systems. The assistance for urban planning should 
also explore ways to develop community-based infrastructure management systems that can 
generate employment opportunities to urban residents, especially to those in informal and 
squatter settlements. 
 
13. For ADB’s assistance in the area of microfinance and private sector development, it will 
be important to include project-specific gender action plans and encourage the development of 
government policies ensuring gender equity. ADB’s support for expanding financial services by 
the National Bank of Vanuatu needs to ensure that these services are targeted at women as 
well as other disadvantaged populations in rural and remote areas through active outreach 
services. Given that even with access to credit, many women (as well as men) face difficulties in 
establishing successful micro or small businesses due to lack of basic education and skills, ADB 
assistance needs to emphasize that increases in microfinance schemes are accompanied by 
business skills building components, through close coordination with existing adult education 
and vocational training programs. As increasing numbers of micro schemes and savings 
opportunities are offered to women through diverse institutions, it will be critical for ADB to 
assist the government improve its legal and regulatory frameworks in order to protect women’s 
assets in these financial institutions.   
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COUNTRY PERFORMANCE ASSESSMENT RATINGS 

Criteria Vanuatu  
2008 

2008 Group Pacific 
Countries Averagea 

Economic Management 3.8 3.1 
   Macro Management 4.0 3.3 
   Fiscal Policy 3.5 2.9 
   Debt Policy 4.0 3.2 
Structural Policies 3.0 3.0 
   Trade 2.5 3.4 
    Financial Sector 3.5 3.0 
    Business Regulatory Environment 3.0 2.5 
Social Inclusion/Equity 2.8 3.0 
    Gender Equality 3.0 3.0 
    Equality of Public Resource Use 3.0 3.0 
    Building Human Resources 2.5 3.1 
    Social Protection and Labor 2.5 2.8 
    Policies and Institutions for Environmental    
    Sustainability 

3.0 2.7 

Average for Policy and Institutional Setting 
(criteria above) 

3.2 3.1 

Public Sector Management and Governance 3.2 3.4 
    Property Rights and Rule-based Governance 3.0 3.2 
    Budgetary and Financial Management 3.5 3.3 
    Revenue Mobilization 3.0 3.2 
    Public Administration 3.5 2.9 
    Transparency, Accountability, and  
    Anticorruption 

3.0 3.0 

Portfolio Management 3.5 3.6 
   
Composite Country Performance Rating 10.5 11.1 
a  Pacific Countries refer to Kiribati, Republic of the Marshall Islands, Federated States of Micronesia, Nauru, Palau, 

Papua New Guinea, Samoa, Solomon Islands, Timor-Leste, Tonga, Tuvalu, and Vanuatu. 
   
Note: The composite country performance ranking is the total of the policy and institutional rating (weighted by 0.7) 
multiplied by the governance rating, multiplied by the portfolio rating (weighted by 0.3). The detailed criteria are 
provided in ADB. 2004. Review of the ADB’s Policy on Performance-Based Allocation of ADF Resources. Manila. 
Source: Asian Development Bank estimates. 
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COUNTRY COST-SHARING ARRANGEMENTS AND OTHER FINANCING PARAMETERS 

Item Parameter Remarks/Explanation 

Country Cost- 
Sharing Ceiling 
for the loan 
portfolio over 
the period 
2008–2012a 

 

Up to 99% Higher percentages of financing would be provided for non-
income earning projects with strong evidence of ownership 
and commitment that address binding constraints to growth 
and development. c 

Lower percentages of financing would be provided for 
income-earning projects so as to encourage local ownership 
including private sector participation. 

Country Cost- 
Sharing Ceiling 
for the TA 
portfolio and 
other grants 
over the period 
2008–2012b 

Up to 99% Higher percentages of financing would be provided for 
projects and activities with strong evidence of ownership and 
commitment that address binding constraints to growth and 
development.c This is in line with the TA financing of other 
development partners. 

 

Cost-Sharing 
Ceiling for 
specific sectors 

None Sector specific variations have not been proposed. However, 
lower percentages of financing are expected for income-
earning projects in transport and infrastructure so as to 
encourage local ownership. 

Recurrent Cost 
Financing 

 

No country 
limits 

At the project level, recurrent cost financing would be 
considered if consistent with project objectives, provided 
there is strong demonstration of arrangements to ensure 
sustainability after ADB financing ceases. 
 
Integration of ADB financing in budget and planning 
processes would be strongly emphasized to help ensure that 
increased recurrent costs from ADB projects avoid adverse 
impacts on fiscal sustainability. 

Taxes and 
duties 

None. Taxes 
and duties 
are eligible 
for ADB 
financing 
provided they 
are limited to 
a reasonable 
amount. 

Taxes and duties are considered reasonable, and there are 
no taxes and duties specifically targeted at ADB projects.  

 
At the project level, ADB will consider whether taxes and 
duties constitute an excessively high share of project costs. 
ADB will monitor local taxes for possible distortions and 
ensure these remain consistent with acceptable practices. 

 

ADB = Asian Development Bank, ADF = Asian Development Fund, TA = technical assistance. 
a Projects financed with ADF grant funds will be counted as part of the loan portfolio. 
b The country cost-sharing ceiling for TA and other grants will exclude projects that are ADF-grant financed. 
c The assessment of ownership and commitment will take into account the quality of budget and planning 

processes and the availability of locally-funded staff to coordinate and supervise assistance provided by ADB. 
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CURRENT YEAR PROGRAM AND INDICATIVE ROLLING COUNTRY OPERATIONS 
BUSINESS PLAN 2010-2012 

A. Current Year Program 

1. Excluding government contributions, a total of $1.85 million is budgeted for project 
preparatory technical assistance to support both the Interisland Shipping Support Project 
($500,000 from the Japan Special Fund) and the Development of an Urban Plan for Port Vila 
and Institutional Strengthening for Urban Planning and Management ($600,000 from Technical 
Assistance Special Fund (TASF) and $750,000 from the Government of Australia) in 2009. 

 
Table A9.1: ADB 2009 Program 

   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2009       
Transport and ICT       
1. Preparing the Interisland 

Shipping Support 
Project 

PAHQ PPTA JSF 500 Gov't 75 575 

Water supply and other 
municipal infrastructure 
and services 

       

1. Developing an Urban 
Plan for Port Vila and 
Institutional Strengthening 
for Urban Planning and 
Management 
 

PAHQ PPTA TASF 600 Gov't of 
Australia 

750 1,350 

Total    1,100 825 1,925
Gov't = Government of Vanuatu; ICT = information and communication technology; JSF = Japan Special Fund; 
PAHQ = Pacific Operations Division; PPTA = Project Preparatory Technical Assistance; PRIF = Pacific Regional 
Infrastructure Facility; TASF = Technical Assistance Special Fund. 
Source: Asian Development Bank. 
 

B. Indicative Lending and Nonlending Program  

2. A total of $12 million in Asian Development Fund (ADF) loans and $5 million in grant 
financing by New Zealand Agency for International Development (NZAID) is programmed for the 
Interisland Shipping Support Project in 2010. A total of $2 million in ADF loans and $9 million in 
the Pacific Regional Infrastructure Facility is programmed for Port Vila Drainage and Sanitation 
Investment Project in 2011. In addition, a total of $5 million in ADF loans and $5 million from 
cofinancing facilities is programmed for the second phase of the Port Vila Drainage and 
Sanitation Investment Project in 2012.  
 
3. A total of $800,000 of grant financing, drawing on the Clean Energy Financing 
Partnership Facility (CEFPF) will be provided to develop a renewable energy project in 2011. 
The renewable energy project for $5 million is tentatively scheduled for 2012. ADB's activities in 
the power sector will target reducing the cost structure of the power sector through development 
of least-cost renewable generation options and improved energy intensity of the economy. 
 
4. Capacity development technical assistance will be also provided in support of the 
Interisland Shipping Project in 2010 and the Port Vila Drainage and Sanitation Investment 
Project in 2011. A stand-alone TA project, with tentative financing proposed from the Japan 
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Fund Poverty Reduction (JFPR) for a total amount of $1 million targeting community 
development and maintenance of sanitation facilities in Port Vila's informal settlements is 
budgeted in 2010. 
 
5. ADB will continue to support the Government’s efforts to achieve rapid, inclusive and 
private-sector-led economic growth through its policy and advisory technical assistance in 
2010–2011. Building on ongoing assistance, ADB’s future capacity development and advisory 
support may focus on (i) state-owned enterprise reform ($900,000) in 2010, and (ii) private 
sector development reform ($900,000) in 2012, both to be funded by the Technical Assistance 
Special Fund.  
 
6. These funding allocations for the period 2010–2012 are indicative and depend on the 
availability of ADF, Pacific Regional Infrastructure Facility, JFPR and CEFPF resources, and on 
the continued improvement in Vanuatu’s annual country performance assessment ratings.  

 
C. Indicative Internal Resource Requirements  

7. With the resumption in lending operations, internal resource requirements are expected 
to double over the course of the CPS period. Technical support for projects in transport, urban 
development, and energy will be provided from the Pacific Department at ADB headquarters 
while support for assistance in private sector development will continue to be provided from the 
Pacific Liaison and Coordination Office. Efforts will be made to increase ADB's in-country 
presence to build capacities for project design and implementation using regional technical 
assistance support.  
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Table A9.2: Indicative Assistance Pipeline for Lending Products, 2010–2012 

  Year of
Sector/Theme Targeting Project Cost ($ million)
Project/Program Classifi- Thematic Preparatory ADB Co-
Name cation Priority Divisi

on 
Assistance Total OCR ADF Total Gov’t. financing

       Loans Grants    
2010            
Transport and ICT            
1. Interisland Shipping Support 

Project 
TI-G ECG, PS 

Governance 
PAHQ 2009 18.00 0.00 12.00 0.00 12.00 1.00 5.00a 

   Subtotal  18.00 0.00 12.00 0.00 12.00 1.00 5.00
   
2011   
Water supply and other 
municipal infrastructure and 
services 

           

1. Port Vila Drainage and 
Sanitation Investment Project 

MDG-TI 
(M7) 

CD, ECG, ES, 
Social 

Development,  

PAHQ 2009 12.00 0.00 2.00 0.00 2.00 1.00 9.00b 

                  Subtotal     12.00 0.00 2.00 0.00 2.00 1.00 9.00
      
2012            
Water supply and other 
municipal infrastructure and 
services 

     

1. Port Vila Drainage and 
Sanitation Investment Project 
–Phase II 

MDG-TI 
(M7) 

ES, 
Governance, 

Social 
Development 

PAHQ 2009 11.00 0.00 5.00 0.00 5.00 1.00 5.00 

Energy      
1. Renewable energy Project MDG-TI 

(M7) 
ES, PS PAHQ/ 

PLCO 
2011   5.50 0.00 0.00 0.00 0.00 0.50 5.00 

                   Subtotal     16.50 0.00 5.00 0.00 5.00 1.50 10.00
      
Total     46.50 0.00 19.00 0.00 19.00 3.50 24.00

ADB = Asian Development Bank; ADF = Asian Development Fund; CD = capacity development; ECG = Sustainable Economic Growth; ES = Environmental Sustainability; Gov’t = Government; 
ICT= information communications technology; MDG-TI (M7) = Millennium Development Goals-Targeted Interventions; OCR = ordinary capital resources; PAHQ = Pacific Operations Division; 
PLCO = Pacific Liaison and Coordination Office; PS = Private Sector, TI-G = Targeting Inclusiveness and Poverty - Geographic.  

                                                 
a Project includes grant assistance of $5 million from the New Zealand Agency for International Development. 
b Project includes grant assistance of $9 million funded from Pacific Regional Infrastructure Facility, cofinanced by the Australian Agency for International 

Development. 
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Table A9.3: Indicative Assistance Pipeline for Non-lending Products and Services, 2010–2012 
 
 Sources of Funding
 ADB Others
Sector/Theme Responsible Assistance Amount Amount Total
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2010    
 Private Sector Development        
  1. State Owned Enterprise Reforms PLCO PATA TASF 900 Gov't 100 1,000 
 Transport and ICT        
  1. Capacity Development for 

InterIsland Shipping in Vanuatu 
PAHQ CDTA TASF   750 Gov't 50  800 

 Water supply and other municipal 
infrastructure and services 

   

   Subtotal    1,650 150 1,800
      
2011        
 Energy        
  1. Development of Renewable 

Energy Project 
PAHQ PPTA CEFPF 800 Gov't 200 1,000 

 Water supply and other municipal 
infrastructure and services 

       

  1. Community development and 
maintenance of sanitation 
facilities in Port Vila's informal 
settlements 

PAHQ CDTA JFPR 1,000 Gov't 100 1,100 

  2. Capacity development for 
drainage and sanitation 
investment in Port Vila 

 

PAHQ CDTA TASF 700 Gov't 100 800 

   Subtotal    2,500 400 2,900
2012    
 Private Sector Development     
  1. Private Sector Development PLCO PATA TASF 900 Gov't 100 1,000 
  Subtotal    900 100 1,000
      
   Total    5,050  650 5,700 
ADB = Asian Development Bank; CDTA = capacity development technical assistance; CEFPF = Clean Energy Financing Partnership Facility; Gov't = Vanuatu 
Government; ICT = information and communication technology; JFPR = Japan Fund for Poverty Reduction; PAHQ = Pacific Operations Division; PATA = policy 
and advisory technical assistance; PPTA = project preparatory technical assistance; PLCO = Pacific Liaison and Coordination Office; TASF = Technical Assistance 
Special Fund.  
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Table A9.4: Regional Assistance Accessible by Vanuatu, 2009 

 Sources of Funding
 ADB Others
Sector Responsible Assistance Amount Amount Total
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
 Education        
        1.     Skilling the Pacific Implementation PAHQ R-PATA TASF 600   600 
       
 Energy     
  1. Promoting Access to Renewable 

Energy in the Pacific 
PLCO R-PPTA   CEFPF 3,000 3,000 

       
 Multisector     
  1. Establishment of the Pacific 

Infrastructure Advisory Centre  
PAHQ R-PATA  AusAID 1,800 1,800 

  2. Supporting ADB Engagement in 
Fragile Situations 

PAHQ R-CDTA TASF 750  750 

  3. Strengthening the Capacity of 
Pacific Island DMCs to Climate 
Change  

PAHQ R-PATA TASF and CCF 4,500  4,500 

    
 Public Sector Management    
  1.  Pacific Economic Management PAHQ R-PATA TASF 3,000 3,000 
  2. Private Sector Development  

 Initiative Phase II 
PLCO R-PATA JSF and TASF 4,500 AusAID 9,000 13,500 

      
 Transport and Communication    
  1. Pacific Regional ICT Development PAHQ R-PPTA   GoK 500 500 
        
  Total    13,350  14,300 27,650
ADB = Asian Development Bank; AusAID = Australian Agency for International Development; CCF = Climate Change Fund; CEFPF = Clean Energy Financing 
Partnership Facility; DMC = Developing Member Country; GoK = Government of the Republic of Korea; ICT = information and communication technology; JSF = 
Japan Special Fund; PAHQ = Pacific Operations Division; R-CDTA = regional capacity development technical assistance; R-PATA = regional policy and advisory 
technical assistance; R-PPTA = regional project preparatory technical assistance;  PLCO = Pacific Liaison and Coordination Office; TASF = Technical Assistance 
Special Fund.  
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Table A9.5: Summary Information on Proposed Indicative Nonlending Products and 
Services for 2010 

 
Project Name Description 
State-Owned 
Enterprise 
Reforms 

Impact  
The goal of the TA is to support the Government in its efforts to improve the environment for the 
private sector through improvements to SOE ownership, arrangements, accountability, and 
performance. 
 
Major Components  
The TA will likely have four interlinked components: (i) SOE ownership policy, strategy, and legal 
and regulatory frameworks; (ii) restructuring of SOEs, which may include full privatization, closure, 
or divestiture of selected SOEs; (iii) SOE reporting and performance monitoring regime; and (iv) 
capacity building for local counterparts at the Ministry of Finance and Economic Management, 
relevant ministries, and SOEs. 
 
Expected Outputs and Outcomes 
The expected TA outputs will include: (i) a sound government policy on SOE ownership, 
performance, and divestment; (ii) restructured SOEs (including full privatization, closure or 
divestiture of selected SOEs); (iii) adequate legal and regulatory frameworks for those sectors in 
which privatized SOEs will operate; (iv) a reporting and performance monitoring regime for SOEs 
that will remain under state ownership; and (v) on-the-job training for key stakeholders in 
government and SOEs. 
 
The expected outcomes will be: (i) SOE ownership and performance policy formulated and 
operational, (ii) improved financial and service delivery performance of SOEs still in government 
ownership; and (iii) effective corporate governance in place of those SOEs still in government 
ownership. 

 
Capacity 
Development for  
Interisland 
Shipping 
Support Project 

Impact  
The primary goal of the TA is capacity development within the Ministry of Infrastructure and Public 
Utilities (MIPU), particularly within the Maritime Affairs Department, the Department of Ports and 
Harbors, and the national maritime industry in concert with the Interisland Shipping Support 
Project. This will include safety awareness for private operators.  
 
Major Components  
The TA project will undertake the following capacity-building activities: (i) assist the MIPU to 
develop systems and procedures for safety and environmental assessment, monitoring, and 
reporting; (ii) advise and assist in implementing systems and procedures for procurement of 
services and equipment, including under international competitive bidding; (iii) develop improved 
business processes in MIPU’s support functions, with respect to financial management, planning 
and programming, procurement, quality assurance, and monitoring; (iv) provide an opportunity for 
shipping operators to improve their shipping services in terms of safety and efficiency; and 
(v) provide external training for inspectors and management staff in the MIPU to obtain and 
strengthen knowledge and skills related to their tasks. 
 
Expected Outputs and Outcomes 
The expected TA outputs for the institutional strengthening and capacity building of MIPU and the 
national domestic maritime industry including private operators will be accomplished through on-
the-job training, workshops and seminars conducted by the consultants, and through the 
development and implementation of standard procedures and codes of practice appropriate for 
operations and responsibilities in the MIPU and the maritime industry. 
 
The expected outcome is to enhance capabilities across the Vanuatu maritime sector, both within 
government and in the private sector, to a level that will enable standards of implementation to be 
sustained at a satisfactory level with minimal assistance after the reforms undertaken through the 
Interisland Shipping Support Project. 
 

MIPU = Ministry of Infrastructure and Public Utilities of Vanuatu, SOE = state-owned enterprise, TA = technical 
assistance. 
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Table A9.6: Summary Information on Proposed Indicative Lending Products and Services 
for 2010 

 
Project Name Description 
Interisland 
Shipping 
Support Project 

Impact  
The project will improve shipping services to support rural development, spur economic growth, 
and reduce poverty by facilitating access to markets and economic and social services. Direct 
benefits will include more frequent, more reliable, and cheaper shipping services, enabling the 
rural population to market produce and derive income from natural resources. Induced benefits will 
include higher agricultural production and better terms of trade for remote communities. The 
beneficiaries will be people in the poorest parts of the country.  
 
Major Components  
The major components will include (i) development of the safety, regulatory and legislative 
structure to support an effective interisland shipping sector (institutional strengthening); 
(ii) upgrading and increasing of wharf capacity in Port Vila, Luganville and elsewhere as required 
(shipping infrastructure); and (iii) development of an effective strategy to ensure continued, 
consistent services to outlying islands (e.g. making use of a franchise tender or similar scheme). 
The counterpart will be the MIPU and other ministries and parts of government will be involved as 
required. 
 
Expected Outputs and Outcomes 
The main outcomes of ADB assistance will include (i) better access to markets in the outer-island 
target areas by 2014; (ii) increased compliance with safety regulations and decreased maritime 
accidents; and (iii) greater predictability and reliability of services to outer-islands. To meet these 
objectives, ADB will provide an interisland shipping support project designed to improve the 
efficiency and effectiveness of services through an integrated package of assistance comprising 
infrastructure investments in rural wharves, a shipping support scheme for uneconomic routes 
using an output-based aid approach, and reforms to sector governance and regulation. 
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