
Interisland Shipping Support Project (RRP VAN 42392) 

SECTOR ASSESSMENT (SUMMARY): WATER TRANSPORT 
 
1. Water transport is the main mode of transportation in Vanuatu. Shipping services provide 
affordable mobility and access to markets, meeting three demands: (i) passenger travel for social, 
educational, health, and commercial purposes; (ii) commercial movement of goods from the outer 
islands to Port Vila and Luganville for domestic trade and export; and (iii) interisland shipment of 
imported goods such as food products, building materials, fuel, and manufactured goods. 

 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
2. The effectiveness and efficiency of water transport, either in the form of international or 
interisland shipping, is highly correlated to the economic development of Vanuatu. Goods are 
imported principally to the two central consolidation ports, Port Vila and Luganville. What is not 
consumed in these urban centers is transshipped to rural communities on outer islands by 
domestic interisland shipping service providers. Goods produced by rural communities on the outer 
islands, predominately agricultural commodities, are shipped to Port Vila and Luganville for 
consumption in the local domestic urban markets or for export. The system of maritime 
infrastructure nodes and shipping links forms a significant component of the national transport 
network, which the economy of Vanuatu depends on to facilitate trade and commerce.  
 
3. Remote communities on the outer islands lack reliable, consistent, and frequent shipping 
services and are among the poorest areas of Vanuatu. Despite collectively making up about 70% 
of the population, these communities are small and dispersed. As a result, passenger and cargo 
demand is low, which undermines the viability of private shipping providers that service these 
locations. The shipping operator sets fees and charges to carry passengers and freight based on 
the cost of operations, and these generally reflect what the market will bear. Operators are often 
forced by financial necessity to migrate to routes with sufficient passenger and cargo volumes to 
maintain commercial viability, or to reduce the frequency of ship calls in order to build demand. This 
results in low trade volumes in the remote areas and trade imbalance between the high-volume 
areas and the remote areas. 
 
4. Most interisland shipping services are privately owned and operated, generally by single 
ship owners. Management and technical expertise in the domestic shipping industry is limited. As a 
result, passenger numbers, tons and types of cargo handled, and associated financial information 
are lacking in most companies, which in turn makes accurate national data sparse. As the average 
age of vessels in the fleet is 29 years, maintenance and operating expenses are generally high. 
Most shipping operators do not prioritize safety because of high costs and a lack of awareness and 
enforcement. Deficiencies in maritime safety compliance are rampant.  
 
5. Most of the public wharves and jetties are in poor condition because of age and insufficient 
maintenance. Stakeholder agencies lack capacity and their responsibilities are not clearly 
delegated. The institutional, legal, and policy framework has not been significantly modified since 
independence in 1980, and reforms are long overdue.  
 
6. The entire sector presents opportunities to provide assistance as follows: (i) legal reforms 
are required to update and streamline the complex array of legislation in order to promote more 
efficient regulation; (ii) infrastructure interventions are urgently required to improve market access, 
complement the promotion of livelihood activities, and improve transport efficiencies; (iii) temporary 
market intervention is required to improve the supply of shipping services; and (iv) capacity 
development and institutional strengthening are required to improve sector governance.  

http://www.adb.org/Documents/RRPs/?id=42392-013-3�
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 2. Government’s Sector Strategy 
 
7. Priorities and Action Agenda, 2006–2015. The Government of Vanuatu’s medium-term 
strategy for development is outlined in the Priorities and Action Agenda, which aims to link policy 
and planning with the limited resources of the government. One of the government’s strategic 
priorities is to support progress towards the Millennium Development Goals through economic 
infrastructure and support services. Supportive strategies include (i) expanding access to markets 
for products from rural areas; (ii) improving roads, jetties, and other infrastructure on the outer 
islands; and (iii) lowering the cost of doing business through reduced transportation and utility 
costs.  
 
8. Planning long, acting short, 2009–2012. When the current government took office in 
September 2008, it set out to update the Priorities and Action Agenda with a consensus-based 
planning matrix for action. In the water transport sector, the government committed itself to three 
strategies to increase the reliability, accessibility, and quality of infrastructure-related services as 
follows: (i) strengthen the institutional resources of the Ministry of Infrastructure and Public Utilities 
(MIPU) through a capacity building program; (ii) improve shipping, wharf, and storage facilities and 
their maintenance; and (iii) undertake feasibility studies on potential civil works improvements.  
 
9. Transport service and the private sector. The government lacks a national transport 
plan, a functional transport infrastructure asset inventory, and an asset management system. In the 
water transport sector, the government will not develop shipping services, but will support private 
operators by providing the infrastructure and regulatory framework for them to operate throughout 
the country. The means of providing transport access for individual communities and localities will 
be based on providing the most economically efficient and appropriate means of transport for the 
communities to access services and markets for their produce. Water transport will be supported 
and augmented by ongoing and planned road infrastructure rehabilitation and associated 
institutional reforms.  
 
10. Institutional environment. Water transport sector responsibilities are shared by the 
Department of Ports and Harbours (DPH) of the MIPU, the Ministry of Finance and Economic 
Management (MFEM), and the provincial governments. The DPH’s role has remained largely 
unchanged since before independence when it was a provider of shipping and port services as well 
as the safety regulator. It is responsible for (i) safety regulatory oversight of domestic shipping, (ii) 
port control, (iii) port services for international shipping including pilotage and security; (iv) 
maintenance oversight of marine infrastructure in Vanuatu, and (v) administration of the Shipping 
Act and Ports Act. The MFEM administers the Maritime Act and manages the international shipping 
register, which includes responsibility for oversight of ships engaged in international shipping. The 
provincial governments are responsible for managing and maintaining the public wharves outside 
Port Vila and Luganville, which essentially means the Litzlitz and Lenakel facilities.  
 
11. The roles, authority, and resources of the water transport sector urgently need to be 
reorganized, including human resource development. The roles of government agencies involved 
in the sector will be reorganized according to their service delivery functions to clarify 
responsibilities for planning, policy development, implementation, and enforcement of regulation. 
 
12. Shipping services. To assist in the development of regular, reliable, and cost-effective 
shipping services, the government will (i) continue to rely on private operators to provide shipping 
services; (ii) establish a temporary system for providing financial assistance to private ship owners 
to induce them to operate regular, frequent, and safe services to outer islands that are not 
commercially viable; and (iii) encourage improvements in the condition of vessels by enforcing 
regulations.  
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 3. ADB Sector Experience and Assistance Program 
 
13. A significant development partner in the sector since the mid 1980s, ADB has undertaken 
the following projects: Multiproject Loan,1 National Transport Development Plan, 2 Interisland 
Shipping Study,3 and Outer Islands Infrastructure Development Plan.4

  

 For the most part, these 
involved technical assistance only, providing reports for sector infrastructure interventions and 
governance reform; but development recommendations were not often implemented. 

14. Based on the experience of Asian Development Bank (ADB) and other development 
partners in the sector, the following lessons should be heeded: (i) the decision on infrastructure 
sites needs careful consultation with the communities that are intended to be the beneficiaries to 
ensure adequate utilization; (ii) project implementation management and the delegation of 
responsibility for construction supervision needs to be carefully scrutinized to ensure that designs 
are properly followed and satisfactory materials are used (such as the adoption of International 
Federation of Consulting Engineers (FIDIC) principles in the appointment of an engineer); (iii) 
infrastructure investment initiatives need accompanying institutional support to facilitate optimal 
usage, proper operation and maintenance, and collection of tariffs for cost recovery; (iv) wide 
consultation and a participatory process are needed to entrench support and broad ownership for 
any reform initiative in order to promote a project from concept to implementation; (v) a 
commitment to funding institutional strengthening programs of key agencies is needed to ensure 
that outputs are aligned with the intended reform objectives; and (vi) the sequencing of reforms 
needs to be carefully assessed to ensure that it is not too ambitious and is sustainable. 
 
15. The proposed project comprehensively identifies and proposes infrastructure interventions 
and institutional, policy, and legal framework reforms. It complements the ongoing and planned 
efforts of others development partners including the Australian Agency for International 
Development and the Japan International Cooperation Agency. The proposed project will be a 
cooperative effort of ADB and New Zealand. 

                                                 
1  ADB. 1985. Report and Recommendation of the President to the Board of Directors on a Proposed Multiproject Loan 

and a Technical Assistance Grant to the Republic of Vanuatu. Manila. 
2  ADB. 1988. Technical Assistance to the Republic of Vanuatu for the Preparation of a National Transport Development 

Plan. Manila. 
3  ADB. 1991. Technical Assistance to the Republic of Vanuatu for an Interisland Shipping Study. Manila. 
4  ADB. 1999. Technical Assistance to Vanuatu for Preparing the Proposed Outer Islands Infrastructure Development 

Project. Manila. 
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Problem Tree for Vanuatu Water Transport Sector 
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Sector Results Framework (Water Transport Sector, 2011–2015)  

 
Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB contributions 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contributions 

Indicators with 
Incremental Targets 

(Baselines Zero) 

Planned and 
Outgoing ADB 
Interventions 

Main Outputs Expected from 
ADB Contributions 

Improved regulation and 
efficiency of interisland 
shipping services 
 
Improved access to 
markets in target areas 
 
 
Increased compliance with 
safety regulations 

Shipping support scheme 
operational by 2011  
 
Rehabilitation or 
construction of priority 
rural wharves by 2013 

 
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 
 
Legislation and regulations 
updated by 2011 
 
Institutional capacity for 
compliance enforcement 
strengthened by 2011  
 
All vessels inspected and 
passing mandatory safety 
surveys by 2012 

Maritime infrastructure 
improvements in the 
form of new works and 
rehabilitation of 
existing works 
 
Establishment and 
implementation of 
shipping support 
services 
 
Legal and regulatory 
reform in the form of 
revised acts and 
improved enforcement 
 
Reorganization, 
capacity development, 
and institutional 
strengthening of 
responsible sector 
agencies  
 
 
 

Design and construction of 
four outer island Jetties by 
2013 
 
Design and construction of 
new Port Vila domestic 
wharf by 2013 
 
Rehabilitation of works at 
Litzlitz, Lenakel, Simonsen 
by 2013 

 
Employment of shipping 
coordinator and at least 
four ship calls a year to 
locations requiring 
shipping support by 2012 
 
Drafting of three new acts 
on sea transportation, 
maritime safety, and ship 
registration by 2011 
 
Establish a new maritime 
safety administration and 
strengthen MIPU’s policy 
unit by 2011 
 

(i) Planned Key 
Activity Areas: 
 

Infrastructure 
interventions (85% of 
funds) 

Shipping support 
services (4%) 

Sector reform and 
capacity building 
(11%) 

 

(ii) Projects in the 
Pipeline with 
Estimated Amounts 
NA 

 
(iii) Ongoing Projects 
with Approved 
Amounts 
NA 

(i) Planned Key Activity Areas: 
 
Four outer island jetties 
constructed 
 
Port Vila domestic wharf 
constructed 
 
Litzlitz, Lenakel, and Simonsen 
wharves rehabilitated 
 
Shipping services support 
implemented and operational 
 
New acts drafted for review and 
parliamentary decision. 
 
Reorganization and 
strengthening of the MIPU. 
 
(ii) Projects  
NA 
 
 
(iii) Ongoing Projects  
NA 

MIPU = Ministry of Infrastructure and Public Utilities, NA = not available. 
Source: Asian Development Bank. 

 
 




