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Foreword
Vanuatu is rich in natural resources and has the potential to develop its agriculture and
fisheries sectors to competitive levels. This report reviews the performance of the agriculture
and fisheries sectors over the last 20 years and analyses the development opportunities, the
development constraints, and the institutional capacity constraints. From these analyses, the
review proposes appropriate sector strategies, based on Vanuatu’s comparative advantages.
Such strategy is recommended to marry the private sector sector’s commercial interest in
agriculture and fisheries development with the Government’s overarching interest in economic
and social development.

The report was prepared by consultants, Peter Crowley, Andrew Wright, and Francis Foo
working closely and interactively with the Ministry of Agriculture, Quarantine, Forestry, and
Fisheries. Valuable assistance was obtained from the private sector (farmers, processors, traders,
and exporters), the donor community and various government and nongovernment
organizations working in the sector.

We hope that this report will contribute to dialogue toward and implementation of
appropriate sector strategies, aimed at achieving these potentials.

Basudev Dahal
Director

Office of Pacific Operations
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Summary
Agriculture, fisheries, and forestry (including subsistence-level ac-
tivities) accounted for 23 percent of the gross domestic product
(GDP) of the Republic of Vanuatu and virtually all its merchandise
export earnings in 1999. Most Ni-Vanuatu rely on their own subsis-
tence efforts to meet their basic food and shelter needs. Despite some
successes, as in the production and export of cocoa, coffee, copra,
timber, beef, and other commodities, plantation agriculture and
smallholder commercialization have been slow in developing. Since
independence in 1980, the gross product of this sector has grown at
an average annual rate of only 1.6 percent in real terms, below the
average of 2.2 percent for the economy as a whole. Population has
grown faster than the economy’s productive capacity. As a result,
real GDP per capita is 10 percent lower today than in the early 1980s.
The slow growth of the economy is due largely to the lack of growth
in agriculture and fisheries.

Development Opportunities
Vanuatu has a highly distorted economy and its pattern of produc-
tion certainly does not reflect its comparative advantages. The dis-
tortions tend to shift resources away from the traded goods sector,
particularly exports, toward the nontraded goods sector. If these dis-
tortions were removed agriculture-based exports would increase sub-
stantially. Traditional exports such as copra, cocoa, beef, and kava
would have higher returns. Profitable opportunities for a range of
new exports, particularly fresh food and indigenous food, could also
emerge. The export of indigenous nuts offers some potential, but
this potential must be developed and realized by the private sector
rather than with selective assistance from the Government or the
donor community.

Agricultural products could be processed further in Vanuatu.
However, such a development is undermined by the high cost of
raw material feedstock, high electricity prices, tariffs on imported
inputs, and a range of other factors that have made it less attractive
to invest in long-lived assets. To the extent that the Comprehensive
Reform Program (CRP) will remove some of these constraints,
processing will become more attractive. This has been shown in
the case of the new coconut oil mill on Santo. The scrapping of the
export monopoly of the Vanuatu Commodity Marketing Board
(VCMB) and reductions in trade taxes have made oil production
more viable.
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Vanuatu has no clear comparative advantage in fisheries. Its fish-
eries resources are not very abundant, and fishing to supply the local
and overseas markets is high-cost. Even with the protection of very
high import duties, the fisheries sector has had only modest devel-
opment. However, the policy and regulatory environment might be
a more important constraint on the commercial development of fish-
eries than the resources themselves. Tuna caught in Vanuatu’s exclu-
sive economic zone (EEZ) could undergo shore-based processing,
but local costs would have to be substantially reduced.

Development Constraints
A plethora of distorting taxes, policies, and regulations have sapped
the development of agriculture and fishing in Vanuatu. The story is
a familiar one: high trade taxes; the lack of competition in markets
for credit, shipping, utilities, and other agricultural and fisheries in-
puts; and inefficient and loss-making state-owned farming and mar-
keting bodies. Problems of access to viable parcels of land for farm-
ing under Vanuatu’s kastom land system are said to be a major hurdle
to commercial development. Access rights to near shore-fishing
grounds are also complicated by traditional ownership arrangements.
Land and sea transportation is unreliable and usually expensive; as a
result, seeds, fertilizers, and other inputs are often unavailable. Mar-
kets are small, and they are often distant and costly to reach. Govern-
ment-granted monopolies and anticompetitive regulations have more-
over stunted the growth of wholesale and retail markets. Agricul-
tural extension is largely ineffective. Lack of competition and inef-
fective Government oversight in the provision of key utilities such as
power, communications, and water have led to excessive charges.
International competitiveness has been undermined by an exchange
rate mechanism that is only indirectly related to developments in the
economy and is prone to serious overvaluation because of large capi-
tal inflows in donor projects and trade taxes.

Potential investors in commercial activities have shied away in the
face of uncertain Government policies and attitudes, arbitrary deci-
sions by public officials, excessive bureaucracy, and poor public en-
terprise management. By sponsoring ill-conceived development
projects that subsequently became a major burden on the Vanuatu
economy, the international community is also partly to blame. In-
vestment returns in agriculture and fisheries, including those in do-
nor-sponsored projects, have been disappointing. In all likelihood,
donor and public-sector investment has diminished, rather than ad-
vanced, the development of the sector.
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These distortions have discriminated particularly against commer-
cial agriculture and fishing. Over the past decade, the smallholder
sector has done better than the plantation sector in Vanuatu in meet-
ing subsistence requirements and contributing produce to commer-
cial markets. But this only means that smallholder food gardens,
which minimize on the use of capital and other purchased inputs,
are less vulnerable to distortions. The smallholder sector, given its
constraints, is reasonably efficient and provides a relatively high sub-
sistence living standard and a relatively high degree of food security.
However, to write off commercial agriculture would be a mistake.

Institutional Capacity Constraints
The Ministry of Agriculture, Quarantine, Forestry, and Fishing
(MAQFF) has a severely depleted capacity. This is due in part to the
CRP “rightsizing” exercise, which sharply reduced staffing and bud-
gets, and in part to the 1993 dismissals following the civil service
strike. The Ministry is not fully capable of conducting its core func-
tions. The extension service is weak and lacks staff with the right
experience and training. The Fisheries Division does not have enough
staff to enforce regulations, protect against overfishing, and ensure
appropriate compensation for the community. Overall, the Govern-
ment lacks a well-defined role in agriculture and fisheries, such that
scarce Ministry resources are devoted to noncore activities, some of
which have dubious benefits.

The Forestry and Quarantine divisions, in contrast, are well fo-
cused on their core activities. While donors have largely neglected
the Fisheries Division and may have induced the Agriculture Divi-
sion to undertake noncore and questionable programs, technical as-
sistance to the Forestry and Quarantine divisions in recent years has
been well targeted.

The CRP provides a firm basis for removing impediments to the
development of agriculture and fishing. The CRP has induced a shift
in the Government’s policy emphasis on economic development. The
level of Government direction and intervention in the economy is
being reduced in favor of an enhanced role for the private sector. As
the Government progressively withdraws from production and mar-
keting activities, it is focusing on facilitating sustainable private-sec-
tor development by removing impediments and putting in place regu-
latory regimes to ensure the development of competitive markets
that serve the community interest.

The CRP has focused to date on the big picture: public-sector re-
form and economy-wide policy reform. While the actions taken under
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CRP will ultimately benefit the private sector, many constraints on
development remain. Commercial activities will benefit significantly
if export taxes were abolished, interisland shipping and marketing made
more competitive, and import duties reduced. However, reforms in
this regard have not gone far enough and many constraints continue
to hamper agriculture and fisheries development.

The prospects for economic reform in Vanuatu are uncertain.
Economic development hinges on the continuance of the CRP. How-
ever, while the Government has affirmed its commitment to the CRP,
it must contend with considerable political opposition as well as a
growing level of discontent and impatience with reform among the
Ni-Vanuatu. Often opposition reflects self-interest. It may also be a
reaction to the short- to medium-term costs that the reforms have
imposed on sections of the community, particularly through public-
sector redundancies and service cutbacks, and it may indicate a lack
of understanding of the longer-term benefits of reform. There is con-
cern that market-oriented reforms will widen the gap between the
rich and the poor and will fail to create enough jobs for displaced
workers and new entrants into the labor force. There is also a wide-
spread view that Vanuatu, being a small remote island community,
cannot compete with the rest of the world without the help of Gov-
ernment policies.

The pace of reform under CRP could slow down, and there may
be reversals in a number of areas. For one, the privatization of some
loss-making state enterprises, including agricultural enterprises, has
stalled. The domestic airlines, Vanair, has been driven to the brink of
bankruptcy by political interference and weak management.

Social stability in Vanuatu is still high despite rising underem-
ployment and growing income disparities. But a weakening com-
mitment to the CRP process and increased political instability, and
the possible capital flight that these developments would bring about,
would all worsen economic performance, severely testing the con-
siderable patience of the Ni-Vanuatu people and making social un-
rest more likely.

The economic and institutional reforms recommended in this re-
view are all consistent with CRP principles. They are intended to
maximize the economic and social contribution of agriculture and
fisheries to the people of Vanuatu. In many cases, the CRP has not
yet addressed the recommended reforms. However, the CRP is not
a static process and the reform matrix is updated as the reforms
proceed. Most of the reforms recommended in this review can be
included in future CRP actions.
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Toward a Sector Strategy
Sustainable economic growth in Vanuatu will depend on the devel-
opment of activities in which Vanuatu has a comparative advantage.
This is likely to be in agriculture, processed agricultural products,
and tourism, all of which are based on Vanuatu’s resource endow-
ments. Vanuatu does not appear to have a comparative advantage in
manufacturing, mining, and fishing (except perhaps for offshore tuna),
and these are unlikely to develop significantly in the next decade
without Government subsidies. Encouraging the domestic produc-
tion of import substitutes through protection will not contribute in
a cost-effective way to food security, will inflate the cost of basic
necessities to Ni-Vanuatu, and will certainly not contribute to eco-
nomic growth. As international experience shows, protectionism
detracts from national income rather than adding to it.

Sustainable growth in agricultural and fisheries production would
become more achievable if the public sector, through agencies such
as the MAQFF and the Ministry of Trade, were to work in close
partnership with the private sector toward common development
goals and objectives. The strategy should be to marry the private
sector’s commercial interest in agriculture and fisheries development
with the Government’s overarching interest in economic and social
development.

Government can remove impediments to development, introduce
regulations to protect the community against inappropriate devel-
opments and activities, and facilitate private development by provid-
ing cost-effective market information, extension services, and research
in areas that private providers do not adequately serve. The Govern-
ment could catalyze and sustain private investor interest. It needs to
inform the private sector that it intends to create a policy and regu-
latory environment more conducive to profitable development, and
it needs to make a credible commitment to maintaining this new
environment indefinitely, at all costs.

Yet, providing an enabling policy and regulatory framework is a
necessary condition but not the only condition for development.
Government institutions such as the MAQFF must also have the
required institutional capacity to regulate and to collaborate effec-
tively with the private sector in bringing about the desired economic
growth of the sector.

From an economic standpoint, investment funds should be di-
rected to activities where the social returns are highest. In most cases,
these would be in the private sector rather than in the public sector.
However, donors and multilateral agencies provide little direct fund-
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ing assistance to the private sector. International donors assisting a
country toward economic development focus on strengthening pub-
lic-sector institutions and putting in place enabling policies that will
strike down barriers to investment. In the private sector they confine
themselves, for the most part, to credit assistance and joint-venture
participation. The financial capital for developing agriculture and
fishing must therefore be supplied by private financial institutions,
on competitive terms to attract the necessary capital. In creating a
more conducive and stable business environment in Vanuatu, the
Government can significantly increase the supply and reduce the cost
of credit to private investors mainly by fostering competition in the
supply of investment capital and by lowering investment risk.

The MAQFF lacks the institutional capacity to do all these effec-
tively because of budget cutbacks and depleted staff resources. Un-
fortunately, the Government will be unable for some time to provide
the MAQFF with the necessary funds and resources. Well-directed
funding to strengthen the institutional capacity of the MAQFF would
potentially have a very high social rate of return. However, the grounds
for such an investment need to be prepared through the adoption of
national sector policies for agriculture and fisheries. Otherwise there
is little guarantee that funds will not be used to perpetuate inappro-
priate activities, particularly government involvement in agricultural
production and the supply of inputs.

Vanuatu’s agriculture and fisheries sectors lack policy direction—
a “road map” as it were—to guide stakeholders, private and public,
toward agreed objectives. A national agricultural policy approved by
all stakeholders is a matter of the highest priority.1  The role of gov-
ernment needs to be defined and circumscribed. The core functions
and activities of the MAQFF and other government agencies in rela-
tion to these sectors must be established. There is also a need to
develop a strategy for implementing policies and for restructuring
and strengthening the Ministry. Without such a clear policy and
mandate for the Ministry in advance of investment in institutional
strengthening, funds will be frittered away on activities that are bet-
ter done by the private sector or that generate little social benefit.

The policy statement, formally adopted by the Government, must
come first; institutional strengthening to implement this policy and

1 The development of a clear policy framework has been an important factor in focusing the work of
the Forestry Division and donors on activities that are clearly set out in the National Forest Policy.
Some useful lessons to be learned from the forestry policy development process are discussed in
Wyatt and Bartlett et al. (1999) and AM Gerrand (2000).
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to strengthen the capacity of the public sector to effectively per-
form its mandate must follow. But this does not mean that the
necessary reforms and institutional strengthening have to be de-
layed unnecessarily. The Prime Minister’s speech on Independence
Day highlighted the importance of agriculture, particularly small-
scale production, and of expanding training and financing for farm-
ers. CRP reforms are already benefiting the sector and these re-
forms will continue. A number of reforms are recommended in
this review for the Government and the Ministry to implement.
The CRP also gives guidelines for the MAQFF restructuring. A
reasonably high degree of consensus about what the agricultural
policy should state and what the Ministry should be doing prob-
ably already exists. However, the details need to be hammered out
and some legitimate areas of contention need to be resolved. There
is no reason why a policy cannot be formulated, adopted, and imple-
mented in a relatively short time.

Proposed Technical Assistance
Most support for agriculture, fisheries, and forestry is currently pro-
vided with Australian, French, and New Zealand assistance. Included
here is the support for the Vanuatu Agricultural, Research and Train-
ing Center provided by CIRAD; the Belaru cooperative project funded
by Agence France de Développment; and individual advisers in the
Quarantine and Forestry divisions provided by New Zealand and
Australia. In addition, a major new project proposed for funding by
the European Union, the Producers’ Organization Project (POP),
will provide support for smallholder producers of several major crops.
This support, which is expected to benefit about 1,200 smallholders,
will include assistance in crop production and marketing and in the
formation of producer’s organizations, as well as financing for crop
production and processing. The project is expected to begin in 2001.
If implemented well, in accordance with market principles and within
the right policy and institutional framework, the POP could provide
a much-needed boost to the sector. However, if it is implemented in
a way that is not sustainable, it will fail. A sound sector policy frame-
work would greatly improve its chances of success.

Following is a summary of a cluster of technical assistance projects
and an investment project developed by the Review Team for fund-
ing by ADB and other donors, to strengthen the capacity of the
Ministry for the effective conduct of its core activities and to facili-
tate private-sector involvement in agriculture and fisheries develop-
ment. Details of the proposals are contained in Appendixes 10 to
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18.2 Figure 1 shows the conditionality and phasing of the TA projects
in agriculture and forestry.

Agriculture
Vanuatu National Agriculture Policy. This TA will assist the Govern-
ment in establishing and managing a participatory process, involv-
ing all stakeholders in the agriculture sector, of developing and imple-
menting a national agriculture policy accepted by stakeholders, the
Government, and the major political parties. This policy would pro-
vide a set of principles to guide the Ministry in determining its role
and core functions.

Human Resource Development Plan for MAQFF. The TA is designed
to assist the Government in a comprehensive assessment of the core
activities of the Ministry and its human resource requirements for
the effective performance of its role in national agriculture policy.
This TA is conditional on the completion of the policy and its ap-
proval by the Government.

Project Preparation for the Vanuatu Agricultural Development Ca-
pacity Building Project. The TA will formulate a sector investment
project to strengthen the capacity of the MAQFF and other relevant
agencies to promote growth in the agricultural sector and to create
opportunities for smallholders to increase their incomes from farm-
ing. The TA is conditional on the adoption of the national agricul-
ture policy and the recommendations of the human resource needs
assessment. The TA will identify detailed project components and
costs, programs and activities, schedule of activities, investment ben-
efits, implementation risks, and funding arrangements.

Vanuatu Agricultural Development Capacity Building Project. The
loan project will assist the Government in promoting growth in the
sector and creating opportunities for smallholders to increase farm
incomes. This project would be conditional on the adoption of the
national agriculture policy and the recommendations of the human
resource needs assessment TA. The project would seek to rebuild the
institutional capacity of the MAQFF to enable it play a more effec-
tive role. The investment project would have a number of compo-

2 Appendixes 1 to 9 give the outline terms of reference for the Review Team (Appendix 1) and the
persons they consulted for this report (Appendix 2); a summary of the main points discussed at the
meeting held on 6 October 2000 to review the team’s report (Appendix 3); a rundown of develop-
ments in the agriculture (Appendix 4) and fisheries (Appendix 5) sectors; the CRP and the reforms
it is instituting in the agriculture and fisheries sectors (Appendix 6); fisheries policy issues (Appendix
7); a reform strategy matrix for the fisheries sector (Appendix 8); and an analysis of the strengths,
weaknesses, opportunities, and threats facing the Fisheries Division (Appendix 9).
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nents involving institutional capacity building in policy development,
agricultural extension services, and research programs.

In addition to these recommended technical assistance and loan
projects, other areas of assistance were suggested to the Review Team.
A number of people advocated technical assistance for the develop-
ment of the indigenous nuts industry. While there has been some
private-sector development in this area, these advocates felt that the
further development of the industry was being held back by the
Ministry’s lack of knowledge and poor institutional capacity. Techni-
cal assistance for organic farming was also recommended.

However, international experience and the experience of Vanuatu
in particular would indicate the inappropriateness of singling out a
particular product or group of products for technical assistance. If
the products are commercially viable, the private sector generally
does not need Government or donor support to encourage devel-
opment. The development of the indigenous nuts industry will
benefit from the policy recommendations in this report that sup-
port the removal of impediments to development in agriculture
and the economy in general. It will also benefit from the recom-
mended technical assistance for institutional strengthening men-
tioned above.

Fisheries
Development of a National Fisheries Policy: The TA will promote
the sustainable development and management of the fisheries sec-
tor in Vanuatu by strengthening the capacity of the Fisheries Di-
vision to manage increased fishing activity effectively. It will as-
sist in the development and implementation of a national fisher-
ies policy, to be drafted with inputs from all relevant government
agencies (central and provincial), the fishing industry, and other
stakeholders. The TA will also assess fisheries and related laws for
consistency with policy objectives, sound fisheries management
principles, fisheries laws in the region, and Vanuatu’s regional
and international commitments. Any required revisions in the laws
will form the basis for the implementation of a functional legisla-
tive framework for the future sustainable development and man-
agement of the sector.

Institutional Capacity Building of the Fisheries Division. At the same
time, a second TA, which will be in place for five years, will begin
improving the institutional capacity of the Division. This will mean
identifying weaknesses in management, corporate planning, struc-
ture, functions and activity areas; developing consultative mecha-
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nisms for government authorities and industry; and implementing
management plans.3

Forestry
Inventory of Vanuatu’s Forest Resources. The TA project will assist the
Government in the comprehensive updating of Vanuatu’s forest re-
sources inventory, a requirement of the approved national forestry
policy.

Development of a Forestry Management Plan. This TA hinges on the
completion of the inventory assessment TA. The development of
forestry management plans will enable the Forestry Division to bring
together and implement the requirements of the forestry policy and
the Code of Logging Practice and the proposed inventory assess-
ment.

The development of the sector could be further speeded up through
faster and more reliable processing of investment approvals and log-
ging lease agreements. A small-scale technical assistance could be
provided to support related management activities.

Other Areas
Capacity Building for the Development of Provincial Development Mas-
ter Plans. The Government has adopted a decentralization policy.
The objective of this TA is to assist provincial governments in insti-
tuting participatory and consultative processes within the Rural Eco-
nomic Development Initiative (REDI) approach to provincial de-
velopment plans.4  The central and provincial governments have rec-
ognized REDI as an appropriate planning and coordinating mecha-
nism for provincial development planning.

3 No loan for rebuilding the institutional capacity of the fisheries sector is recommended. One reason
for this is that fisheries management authorities, if functioning properly, are capable of generating
funds through the cost recovery of management services and through the granting of access to
fishing grounds. However, funds may well be required in the initial stages of institutional strengthen-
ing to help build up management and enforcement capacity. The investment loan for agricultural
capacity building could be extended to cover the needs of the Ministry as a whole, including the
Fisheries Division.

4 REDI is a “bottom-up” planning approach developed by several ministries to plan and coordinate
infrastructure and other service provision to the outer islands.
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Overview of Agriculture and Fisheries
Contribution to GDP and Income

Economic growth in Vanuatu over the past 20 years has been slow
by world standards (Figure 2A). Real gross domestic product (GDP)
has grown at an average annual rate of only 2.2 percent since 1983,
lagging behind the rate of population growth. Real GDP per capita
in 1999 was almost 10 percent lower than in 1983.

In 1999, per capita GDP was around US$1,100. This figure bears
little relation to the living standards of the Vanuatu people because
market activities are dominated by a small expatriate community.
Ni-Vanuatu5  still participate only to a limited extent in the formal
economy; most rely on subsistence farming to meet their needs. The
subsistence sector probably contributes much more to living stan-
dards than estimates of its value added in the national account would
indicate. Subsistence farming and fishing in Vanuatu fill a high pro-
portion of the nutritional needs of the people. But there is some
malnutrition, particularly among the children of poor families.

Up-to-date employment data are not available in Vanuatu.6  How-
ever, the following information can be extrapolated from the 1989
Population Census and previous studies. Out of a population of
around 193,000 around 90,000 are economically active.7  Allowing
for some decline in the proportion employed in agriculture since the
1989 Census, around 75 percent of these economically active indi-
viduals, or about 67,000 persons, are employed in agriculture, for-
estry, and fishing, mostly in subsistence farming or fishing, with some
cash sales. This means that only around 23,000 are employed out-
side agriculture.

In 1999, agriculture, forestry, and fishing (including subsistence-
level activities) contributed 23 percent of GDP, below their share in
1983 (Figure 2B). These have generally performed below the aver-
age for the economy,8  their real value added rising at an average
annual rate of only 1.6 percent between 1983 and 1999. Excluding
subsistence farming, commercial agriculture accounted for 13 per-
cent of GDP in 1999, as against 15 percent in 1983. Industry, in-
cluding construction, manufacturing, and electricity, contributed

5 The term used to refer to the people of Vanuatu, excluding expatriates.
6 An employment census is to be held in 2000.
7 Considered economically active are residents aged 15 years and over who participate in some form of
economic activity, either paid employment or subsistence farming.

8 While agriculture and fisheries have grown at a below-average rate over the past decade, forestry,
according to the Forestry Division, has increased its share of GDP.
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Figure 2: Contribution of Agriculture, Forestry, and Fisheries to GDP
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about 10 percent of GDP in 1999; manufacturing’s GDP share was
only 4 percent. The high share of services may reflect past policies
that discriminated against the traded goods sector.9

The commercial sector continues to focus on a few commodities
(Figure 2C). In 1999, commercial production was mostly copra,
cocoa, kava, and beef, and copra and beef together accounted for 68
percent of commercial value added. The past 16 years have seen only
limited diversification, although dependence on copra has fallen some-
what.

9 The traded goods sector includes exporting and import-competing industries.
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Vanuatu derives little economic benefit from offshore fisheries
other than the income from access fees paid by foreign-based fishing
vessels, and the fees are on the low side. Deepwater snapper fisheries
supply domestic markets with around 80 tons of fish each year; small
quantities are exported. Local markets also absorb about 40 tons of
shallow-water reef fish and coastal pelagics each year. These small
fisheries have an annual value of around Vt48 million to coastal com-
munities throughout the country. The trochus fishery in particular
yields cash income of Vt25 million annually. Smaller fisheries, prin-
cipally bêche-de-mer and, to a lesser extent, aquarium life, green
snail, and crustacean fisheries contribute about Vt15 million.

Vanuatu’s coastal fishery harvests a diverse array of marine and
freshwater life for local sale and consumption in rural areas. There
are no accurate figures to establish the actual size of this artisanal
and subsistence fishery, and opinions about the subsistence value of
fish and shellfish to rural populations vary significantly. The subsis-
tence harvest in 2000 was about 2,400 tons. This fishery provides
food security to the country besides being an important source of
protein to local communities.

The GDP share of agriculture and fishing understates the contri-
bution of these sectors to living standards in Vanuatu. Almost 80
percent of the population lives in the rural areas and grows food for
subsistence and cash needs. Many in the urban areas supplement
their cash incomes by gardening. The subsistence sector appears highly
productive and, with the available resources and technology, fairly
efficient. The reservation wage is relatively high. This means that
the opportunity cost of time spent in commercial activities rather
than in subsistence activities is relatively high.

Agriculture in Vanuatu has undergone a significant shift in the
past 20 years. The plantation sector, particularly copra and cocoa,
has declined, and smallholders have increased their contribution to
commercial agriculture. Recent developments in major crops and
major fisheries are described in Appendixes 4 and 5. As discussed in
Appendix 4, cost advantages and lower exposure to disease, pests,
and climate risks favor smallholders over the plantations in the pro-
duction of crops such as copra, cocoa, coffee, kava, root crops. But
while smallholders may have increased their contribution to com-
mercial output, this outcome is by no means efficient. Because of
their relatively high opportunity costs of labor (mainly subsistence
wages), low capital inputs, and small scale of production, smallholders
are high-cost producers. Commercial sales returns are low and often
not worth the time that could otherwise be devoted to subsistence
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farming. Smallholders often sell part of their crop to meet their cash
needs (for education, travel, health, and other expenses).

It is wrong to write off the larger-scale plantation sector. Small is
not necessarily better, even in Vanuatu. Plantations are merely much
more affected than smallholders by many constraints. These include
the high costs of imported inputs and transportation, unreliable sup-
ply of labor, climate risks, and the difficulty of assembling viable
tracts of land and obtaining credit on competitive terms.10  Economic
distortions arising from Government policies and regulations have
dictated the pattern of agricultural production in Vanuatu.

Contribution to Exports
Vanuatu’s terms of trade11  have markedly declined over the past two
decades. The prices of copra, cocoa and beef have fallen by around
50 percent in real terms since the early 1980s (Figure 3A). Vanuatu
exports its commodities to world markets where demand is sluggish
or falling because of the emergence of low-cost substitutes or excess
supply. These markets offer little potential for export-led growth.

The commercial agriculture sector is highly export-oriented. Much
of the production is exported, and agriculture accounts for almost all
merchandise exports. Vanuatu’s exports continue to be dominated
by a few commodities (Figure 3B). Vanuatu has not diversified its
export base to any significant extent over the past decade and has not
increased the degree of processing of agricultural exports, except for
the processing done in the new coconut oil mill on Santo12  and in
the forestry industries.13

In 1989, 91 percent of the value of merchandise export earnings
came from copra, cocoa, beef, and timber (see Figure 4). By 1999,

10 The plantation sector received a considerable setback upon independence when land was redistrib-
uted to traditional owners. Moreover, governments and donors sponsored many plantation projects,
which were subsequently mismanaged by politically appointed managers. The beef industry has a
number of viable large holders, indicating that commercial agriculture can be profitably practiced in
Vanuatu.

11 The ratio between the prices of two countries engaged in international trade.
12 There are proposals to build several other coconut oil mills.
13 Over the past decade there has been significant investment in processing facilities for forestry prod-

ucts. Santo Veneers invested over US$20 million in 1995 to build a sawmill in Luganville. Melcoffee
Sawmills has invested in kiln dyers and other equipment and expanded its product range to include
finger-jointed and glue-laminated boards. Sandalwood oil was exported for the first time in 1999,
after over 150 years of exporting unprocessed sandalwood. A second sandalwood oil plant expects to
export oil in 2001. According to the Forestry Division, one of the first steps taken after the adoption
of the National Forest Policy was the implementation of a new regulatory framework for sandal-
wood which has provided security for investors and an improved and more sustainable long-term
return to landowners.



Figure 3: Contribution of Agriculture, Forestry, and Fishing to Export Earnings
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Figure 4: Trends in the Volume of Major Exports
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these four commodities were contributing 76 percent. Vanuatu re-
mains highly dependent on a small group of commodity exports that
are prone to sharp fluctuations in supply due to cyclones, and volatile
and declining world prices. Dependence on copra exports, while less
than in the past, is still high. In 1999, copra accounted for 46 percent
of merchandise export earnings. Cocoa export earnings fell over the
period as a whole and earnings from beef exports have not grown.

Few new export commodities have emerged in any significant
way over the past decade. Squash, for which Vanuatu later lost its
market in Japan to Brazilian exporters, and kava were the excep-
tions. Kava exports, which supplied new markets in the pharmaceu-
tical industry, grew strongly from the mid-1990s to a 23 percent
share of export earnings in 1998. But the export volumes achieved in
1998 were not sustainable and kava export earnings dropped by about
half in 1999.

With no local tuna industry, Vanuatu derives its fisheries produc-
tion chiefly from near-shore coastal areas. Shell has represented about
90 percent of marine product exports in most years, with an annual
average value of Vt98 million during the last decade (see Figure 5).
Other exports are aquarium life, bêche-de-mer, lobster, coconut crab,
and finfish. Marine exports contributed only 3 percent of Vanuatu’s
export earnings on average during the last decade.

Other agricultural products valued at Vt13 million were exported
in 1999. The most important of these was ice cream, at around Vt9
million. However, dairy products in Vanuatu are protected by high
import duties. The other products were taro, ginger, and coconut
oil, valued at around Vt1 million each, and small amounts of pepper
and “other vegetables.”

Figure 5: Volume of Main Fisheries Exports

Source: Fisheries Division data
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The destination of exports has diversified somewhat. The share of
the European Union (EU) remains high but has fallen substantially
since the late 1980s (Figure 6). Vanuatu’s exports to the EU (mainly
copra and cocoa) were influenced by preferential access to European
markets and by Stabilization of Export Earnings Scheme (STABEX)
funds. With the phasing out of these arrangements, additional mar-
kets need to be found. There are some promising developments in
this regard. Important recent trades were those of copra to
Bangladesh, beef to PNG and New Caledonia, kava to Europe and
the US, and timber exports to Japan, South Korea, and Taipei,China.

The ratio of the value of the country’s merchandise exports to
GDP has hovered around 0.10 since the mid-1980s (Figure 2D)—
extremely low by international standards. This is indicative of the
emergence of a closed economy that has relied excessively on trade
taxes (high import duties and export taxes) to fund Government
expenditures. The exports-to-GDP ratio rose sharply in 1998—this
rise was almost entirely due to the “kava boom”14 —but later fell
back to its long-term level.

Vanuatu’s agricultural and fisheries resources have had limited
commercial development, and its export earnings remain dependent
on a narrow range of unprocessed products. However, these resources
are important in providing a relatively high subsistence-based living
standard and a high level of food security. An important trend in the
past two decades has been the demise of the plantation sector and
the growing importance of smallholder cash sales.

Figure 6: Vanuatu’s Export Destinations (share of total export values)

Source: Vanuatu Statistics Office (1999 and previous issues)
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14 The sharp increase in both the volume and the value of kava exports in 1998.
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Recent Policy Reforms
Agriculture and fisheries are subject to the Comprehensive Reform
Program (CRP), with its economy-wide as well as sector-specific
measures. The major CRP areas of reform and actions that have
significant implications for Vanuatu’s agriculture and fisheries are
summarized in Appendix 6. The CRP focuses on public-sector re-
form and on financial and economic reform. Key aspects of public-
sector reform include: determining the core functions of govern-
ment; rightsizing,15  restructuring, and improving the efficiency of
the public service; improving government decision making; and re-
ducing political interference in the management of statutory and state-
owned bodies. A major objective of the CRP is to stimulate private
sector–led economic growth. This marks a departure from past poli-
cies of direct Government intervention in production and restricted
development of competitive markets through impediments to trade,
investment, and competition. According to the CRP (p 9):

The public sector can be more efficient if it restricts itself to core
activities and plays a facilitating role in other areas…. Most at-
tempts by Government to involve itself directly in creating eco-
nomic growth have failed…. Therefore the central theme of CRP
must be private sector led growth…. To the extent that the
Government has become involved inappropriately in commer-
cial activities, redefinition will entail a contraction. But this does
not imply that its role will become less important.

Promoting private-sector development will involve redefining the
role of the public sector. The CRP defines the future role of the
public sector as:

• Making and enforcing laws, and maintaining law and order, ex-
ternal relations, and defense

• Issuing currency and foreign exchange, and setting and carrying
out macroeconomic and other policy

• Facilitating private development subject to regulations to pro-
tect the national interest

• Providing infrastructure, health, education, and other commu-
nity services

• Redistributing resources through taxation and expenditure policies
• Leading change in the country’s policies and institutions

15 The CRP defines “rightsizing” as “increasing or decreasing the size of an organization as necessary
to match its tasks. It entails defining the task and finding ways to fulfill it with a high level of
efficiency” (CRP page 24). In practice, rightsizing has meant downsizing with little or no attention
given to the appropriate tasks of each ministry and the staff resources required to efficiently under-
take these tasks.
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The CRP will progressively reduce Government intervention in com-
mercial activities and enhance the role of the private sector by:

• Strengthening the policy and regulatory framework for a stable,
competitive business environment

• Restructuring, rehabilitating, and strengthening public financial
institutions

• Implementing a program of corporatization and privatization
of state-owned enterprises

• Promoting private investment, particularly for small enterprises
in rural areas, and the participation of Ni-Vanuatu in business

• Enhancing the international competitiveness of Vanuatu’s ex-
ports and of the country as a place for investment by reducing
the costs of doing business, introducing a business-friendly tax
regime, improving public infrastructure and utilities, and intro-
ducing tariff reforms

Notable achievements under CRP that will benefit the agricul-
ture and fisheries sectors are:

• The abolition of export taxes, some reductions in tariffs, the
removal of turnover taxes, and the introduction of a value-added
tax. Nevertheless, tariffs remain high and detract from the inter-
national competitiveness of agriculture and fishing.

• Progress in removing the monopoly powers of the Vanuatu Com-
modity Marketing Board (VCMB). Developments in market-
ing need to be monitored, however, as the end of the VCMB’s
monopoly powers does not necessarily herald the end of Gov-
ernment intervention in marketing.

• The removal of monopoly import licenses. However, local mar-
kets for food products are still subject to a number of
anticompetitive regulations that restrict market development.

• The removal of restrictions on entry into interisland shipping.
While not much has improved to date, there is some interest
from foreign vessel operators in providing interisland shipping
services.16

• The ongoing review and reform of loss-making state-owned en-
terprises through corporatization and privatization. Progress has
been slow and there is evidence of some backpedaling in this
area.

• The restructuring of the Ministry of Agriculture, Quarantine,
Forestry, and Fishing (MAQFF) and the introduction of mea-
sures to reduce political interference in its affairs.

16 Discussions have been held with the Vanuatu Maritime Authority.
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• The Foreign Investment Act, which addressed many of the con-
cerns of foreign investors. However, certain activities are still
limited to Ni-Vanuatu and residents, and even for unrestricted
activities the necessary approvals can be difficult or time-con-
suming to obtain.

Agriculture and fisheries have not benefited from certain areas of
reform, particularly public-sector reform. Reform has severely re-
duced the capacity of the MAQFF to provide resource management,
extension, policy development, and other services to agriculture and
fisheries. The “rightsizing” exercise, on top of the 1993 public ser-
vice strike and sackings, has reduced staff and other resources to a
point where the MAQFF can achieve very little. The benefit it cur-
rently provides to agriculture and fisheries is small relative to the
amounts spent on its own activities.

Although the MAQFF has failed, for various reasons, to under-
take a number of CRP actions that would have been of longer-term
benefit to agriculture and fisheries, the Quarantine Division has in-
troduced user pay–based cost recovery in a number of its services
and plans to move to full cost recovery over the next five to ten years.
The Division has also taken an initial step toward contracting out
services.17  Other MAQFF divisions have made little or no progress.

Under the CRP, the MAQFF is to review its activities and to
introduce user payment where appropriate. Departments or agen-
cies that provide goods or services to the public (or other parts of
the public sector) would be required to review their charges and to
move toward full cost recovery.18 Some services provided by the
MAQFF are, or could be, provided by the private sector. To develop
private providers, public provision should not undercut private pro-
vision.

Under the CRP, each ministry is to “examine the scope for con-
tracting out services the Government is now providing but which
would more efficiently and effectively be provided privately under a
contractual arrangement” (page 29). A priority area for contracting
out in agriculture and fisheries is the management of Government
projects and any service involving the provision of professional skills.

17 The Quarantine Division says that contracting out the provision of services at the small animal clinic
in Port Vila has lowered the cost of drugs, given the veterinary officer more time to perform core
functions, and allowed funds to be directed to animal health programs.

18 The purpose, according to the CRP, is threefold: to increase Government revenues other than through
taxation while reducing demand for underpriced services; to allow private-sector providers to com-
pete with the Government on equal terms; on equity grounds, to require recipients of Government
services to meet their true costs.
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While there is general agreement in the Government that research
may be contracted out, extension services are still considered as not
suitable for contracting out. More thought must be given to this
area, especially since the MAQFF has done so poorly in extension in
recent years despite allocating a high proportion of its budget to the
services.

Moreover, MAQFF has not yet implemented specific actions that,
according to the CRP, were designed to increase agricultural pro-
duction. These include the preparation and implementation of a five-
year plan (a corporate plan and business plans have been prepared);
the creation of a meat and livestock corporation; with a business
management unit; the withdrawal of Government from commercial
activities (the fisheries company has been privatized but the disposal
of Belmol Cattle Estate and Metanasel Cocoa Estate has been stalled);
and the establishment of a fisheries management advisory commit-
tee. Anyhow, these modest sector-specific initiatives, even if imple-
mented, would not have increased agricultural and fisheries produc-
tion significantly because they do not deal with the real impediments
to agricultural and fisheries development.19

The Ministry of Agriculture, Quarantine, Forestry, and Fisheries

The CRP restructuring created the five divisions of the MAQFF
(see Figure 7) from the former departments of agriculture, live-
stock, forestry, and fisheries. The position of Director-General was
created, with responsibility for the overall management of the
MAQFF. The structure of the MAQFF was designed to ensure,
among other things, that political advisers and the Minister could
not interfere in the day-to-day operations of the divisions. All policy
advice must go through the Director General to the Minister. Di-
rectors of the divisions report to the Director General, who in turn
reports to the Minister.

A total of Vt760 million (US$5.8 million) was available for the
Ministry’s programs in 2000. Division funding by source (Govern-
ment contribution, aid in kind, and donor grants) is summarized in
Table 1. The MAQFF received Vt302 million (US$2.3 million) in

19 The creation of a meat and livestock corporation would also appear to be inconsistent with the
Government withdrawing from agricultural production. While little detail is available on the con-
cept, it would appear that the Government has in mind an organization that would promote live-
stock exports and provide services to the industry. It is also not clear whether this entity would be
owned by the state or by farmers.
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budget allocation from the Government, Vt413 million (US$3.1 mil-
lion) in aid in kind, and Vt44 million (US$339,540) in donor grants.
Agriculture took up the largest share, 49 percent, followed by Forestry
with 23 percent. The Quarantine and Corporate divisions each re-
ceived about 12 percent,20  while Fisheries accounted for only 4 per-
cent of the budget. (See Figure 8.)

Figure 7: Structure of the Ministry of Agriculture, Quarantine, Forestry, and Fisheries
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Table 1: MAQFF Budget Allocation by Division, 2000 (vatu)

Source: Government of Vanuatu (2000)

Percent Government Donor
Division Total, 2000 Allocation Contribution Aid in Kind Contribution

Corporate 89,706,488 12 18,882,988 70,823,500 0

Agriculture 369,960,457 49 117,757,148 218,288,309 33,915,000

Quarantine 92,172,000 12 85,847,000 0 6,325,000

Fisheries 31,360,331 4 29,118,029 0 2,242,302

Forestry 177,173,798 23 51,039,848 124,136,450 1,997,500

Total 760,373,074 100 302,645,013 413,248,259 44,479,802

Total (US$) 5,804,375 2,310,267 3,154,567 339,540

Sources of Funding

20 Although the share of the former is almost entirely due to an ADB technical assistance project.
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Donor-funded or co-funded projects are predominantly in agricul-
ture, which accounted for 89 percent of the total spending projected
for 2000. Fisheries, forestry, and quarantine received little donor fund-
ing. Donor projects in agriculture are mainly in extension and re-
search. In extension, the focus is very much on developing and advis-
ing cooperative groups of farmers.

The Director General supports and advises the Minister, and pro-
vides guidance to the various divisions of the Ministry; ensures that
the divisions carry out their duties; identifies and addresses weak-
nesses in the divisions; ensures that programs are consistent with
CRP principles; and develops appropriate policies for implementa-
tion by the divisions and assists the divisions in coordinating and
implementing policies.

The Corporate Development Division provides policy advice to
the MAQFF; assists the divisions in staff recruitment and training,
budget control, and asset planning and allocation; and undertakes
performance monitoring of MAQFF programs. The Division gives

Figure 8: Allocation of Funding to Broad Categories of Activity in MAQFF

Ministry Agriculture and Rural Development Division

Source: Government of Vanuatu (2000)
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the Minister the capacity to exercise central control over budgets and
staffing. It also undertakes research and provides policy formulation
and advice.

The Division of Agricultural and Rural Development (DARD) in
Tagabe near Port Vila serves the agriculture and livestock industries.
The Division has two sections,21 Administration and Agricultural
Extension Services, and a research and training center, the Vanuatu
Agricultural Research and Training Center (VARTC). Extension ac-
counts for 67 percent of the total expenditure of the Division, research
21 percent, corporate services (mainly administration) 10 percent,
and economic services (including market support) 2 percent.22

The VARTC conducts agronomic (cash and food crops) and live-
stock research and trains Agriculture Division staff.23  These services
are provided under a contract with the Government. The center is
funded partly by the Government and partly by donors. It is account-
able to the Government through a steering committee chaired by the
Director General of the Prime Minister’s Department and consisting
of staff of the Government and of the Centre de Coopération
Internationale en Recherche Agronomique pour le Développement
(CIRAD), France. The VARTC was created in 1993 and has been
managed under contract by CIRAD since 1994 and headed by a man-
agement team headed by a CIRAD-funded expatriate Director.

The Vanuatu Quarantine and Inspection Service Division (VQIS)
is a new division that assumed the regulatory functions of the former
departments of livestock, agriculture, and fisheries. The Division
also provides plant protection services to farmers.

Two institutions are involved in Vanuatu fisheries, the Fisheries
Division and the Vanuatu Maritime College (VMC). 24 The Fisher-

21 In 1998, the Division disagreed with the organization structure proposed by the Director General
because the number of staff positions proposed was considered excessive in relation to the budget
available. The Division then developed its own organizational structure. Its role was reduced to two
main functions: (a) crop and livestock extension services, and (b) oversight and support for the
activities of the Vanuatu Agricultural Research and Training Center (VARTC).

22 There are inconsistencies between the budget and the business plan. The Review Team was unable to
reconcile the budget submission with the business plan. There is no standard approach to business
plans across divisions and no centralized coordination. As a result, the allocation of funds in the
budget is only broadly indicative of the amount to be spent on these activities.

23 All agricultural research programs, except for regionally funded research initiatives, are now under-
taken by the VARTC, with facilities in Santo. There are no built-up research facilities on any other
islands, including Efate, where the headquarters of all agricultural agencies are located.

24 VMC is the result of an amalgamation, in 1998–1999, of the Marine Training School operated by
Ports and Marine in Port Vila and the Fisheries Division’s Fisheries Training Center at Luganville.
VMC is a limited guaranteed company owned by the Government. The Director of Fisheries is
Chairman of the VMC Board. VMC shares a site at Luganville with the Fisheries Division.
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ies Division takes primary responsibility for fisheries administration
and management. The VMC has traditionally focused on training
for seamen, but there is considerable interest, and scope, for its gradual
involvement in training programs for small-scale local fishermen.

This review does not cover the forestry sector. However, since the
MAQFF is also responsible for forestry, some comments are in or-
der. Of the five divisions in the Ministry, the Forestry Division is
perhaps the best focused on its core activities and has the most ca-
pacity to carry them out. The Division had a staff of 38 and a recur-
rent budget of Vt50 million funded by the Government for each of
the years 1999 and 2000.

The functions of the Forestry Division are grouped into four main
programs:

• Corporate Services, involving forest policy, budget and adminis-
tration, and legislation

• Forest Management and Industry, involving forest resource man-
agement, logging planning and supervision, and mapping and
inventory

• Forest Conservation and Extension, involving afforestation and
conservation

• Forest Research, covering tree growth monitoring, nursery man-
agement, and seed collection and distribution

A National Forestry Policy was put in place in 1997 following a
two-year consultative process. The policy outlined a vision for the
forestry sector, objectives, and detailed policies and strategies. It iden-
tified the need for a logging code to set the minimum standards for
the forestry operations. AusAID assisted the Division with a five-
year project, the Vanuatu Sustainable Forest Utilization Project, com-
pleted in early 2000. Among the outputs of the project was the de-
velopment of the Code of Logging Practice (COLP) and staff train-
ing manuals.

In its discussions with the Forestry Division, the Review Team
identified two tasks in forestry that need urgent attention—an in-
ventory assessment of Vanuatu’s forest resources and the develop-
ment of a forestry management plan. These were considered to be
beyond the capacity of the Forestry Division to satisfactorily carry
out without technical assistance. Proposed technical assistance projects
for the forestry sector are set out in Appendixes 15 and 16.

Conclusions
Agriculture, forestry, and fishing contribute in a major way to living
standards in Vanuatu. They are important to subsistence and pro-
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vide a high degree of food security. At present, most Ni-Vanuatu
have access to land while those in urban areas have supplies sent over
by relatives in rural areas. The contribution of the sector to the com-
mercial economy, in terms of its contribution to GDP and exports, is
also critical. Agriculture accounts for almost all of Vanuatu’s mer-
chandise exports.

However, the commercial development of agriculture and fishing
over the past 20 years has been slow. Commercial agriculture has
grown at an average annual rate of only around 1.6 percent, below
the rate of growth of the economy as a whole. The agriculture sector
has not diversified to any great extent and Vanuatu remains depen-
dent for its merchandise export earnings on a narrow range of un-
processed commodity exports. Five commodities—copra, cocoa, kava,
beef, and logs—accounted for 90 percent of Vanuatu’s export earn-
ings in 1999 and these same commodities, except for kava, accounted
for a similar percentage of export earnings back in the early 1980s.
No significant new export commodity other than kava emerged over
this period.

The fisheries sector makes a small contribution to export earn-
ings, far less than it did in the 1980s when there was a tuna export
industry on Santo.



Development Opportunities
The Review Team was required to consider development opportuni-
ties in agriculture and fisheries and to establish clearly Vanuatu’s
comparative advantage. This section considers Vanuatu’s compara-
tive advantage and discusses characteristics of promising export com-
modities.

The Vanuatu economy is highly distorted by policies that alter
relative rates of return to different activities. This means that the
allocation of resources among competing activities and the pattern
of production and trade in Vanuatu are unlikely to reflect its underly-
ing comparative advantage. Analyzing the impact of the many dis-
tortions on relative rates of return, with the use of a general equilib-
rium model of the Vanuatu economy, would provide estimates of the
effective rates of assistance to different sectors of the economy. These
would show the amount by which the production and value added
of each sector is higher or lower than it otherwise would be without
Government intervention.

In most cases, agriculture would have high negative effective rates
of assistance, indicating that the range of Government interventions
has reduced the relative rates of return from producing these com-
modities, and therefore also the amount produced and exported.
However, some import-competing producers (dairy and poultry, for
example) are protected by high import tariffs and may therefore be
larger than they would otherwise be. These activities would most
likely contract if protective tariffs were removed. Similarly, though
the fishing industry is penalized by policy-induced distortions, the
very high tariff on imported seafood allows Vanuatu fishers supply-
ing the Port Vila and Luganville markets to charge high prices (largely
to cover their high costs of catching fish and delivering the catch to
markets).

There is no general equilibrium model of the Vanuatu economy.
Hence, the Review Team’s assessment of Vanuatu’s opportunities
based on comparative advantage is only indicative. In many respects
this is not a shortcoming, since the policies the Team would advo-
cate are not selective (in the sense of seeking to assist a specific group
of commodities). Rather the policies advocated are economy-wide
and are designed to produce an undistorted economy wherein the
forces of competition will induce resources to flow to activities with
the highest relative rates of return. In other words, the only way to
discover Vanuatu’s true comparative advantage is to remove the dis-
tortions and then observe the commodities or activities that emerge
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from market competition. This approach recognizes that compara-
tive advantage evolves over time. While Vanuatu may currently have
a comparative advantage in the production and export of high-value/
low-weight organically produced agricultural commodities, with eco-
nomic development and the accumulation of human capital its com-
parative advantage may shift toward the provision of services, for
example.

Vanuatu’s Comparative Advantage
Before discussing where profitable opportunities for agricultural pro-
ducers might lie, it is important to discuss the concept of compara-
tive advantage. An economy derives its comparative advantage from
its relative endowments of factors of production. These factors in-
clude natural resources (such as minerals, forests, fertile soils, envi-
ronment, and fish stocks), human resources (labor and the skills of
its population), and physical capital stock. Generally speaking, the
theory of comparative advantage states that countries will maximize
their income from specializing in the production of goods and ser-
vices that are relatively intensive in the use of inputs in which the
country is relatively well endowed. For example, a country where
there are large deposits of high-grade, accessible mineral resources
but where labor is scarce could be said to have a comparative advan-
tage in mining and a comparative disadvantage in labor-intensive
manufacturing.

Vanuatu has a number of natural disadvantages that will pre-
clude the profitable development of certain industries. It is prone
to natural disasters in the form of earthquakes and frequent cy-
clones, which add considerably to the risks and costs of business.
Resources will thus naturally be allocated to activities that are less
affected by such calamities. With a small, widely dispersed popula-
tion, Vanuatu does not have a comparative advantage in labor-in-
tensive activities. Moreover, the small size of the population means
that if activities are based on supplying local markets, small scale
will mean high costs. This will apply to infrastructure services such
as roads, internal transportation, electricity supplies, and commu-
nications. However, it is possible to overstate Vanuatu’s disadvan-
tages and to confuse underlying or natural disadvantages with dis-
advantages made worse by policies and regulations that restrict
competition and raise costs.

Vanuatu has a relatively underdeveloped stock of physical and
human capital. These days, physical capital is less of a constraint as it
is internationally mobile. The lack of human capital will continue for
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some time. It reflects the basic educational system in Vanuatu, which
has prevented the working population from acquiring skills. The
absence of a skilled workforce will preclude the development of knowl-
edge-intensive industries in Vanuatu for some time. However, this
disadvantage is not permanent and with development and invest-
ment in education, Vanuatu’s stock of human capital, or the level of
work skills of the population, will rise over time, as was the case in
many of the rapidly growing Asian developing economies.

Diseconomies of scale can be overstated, as technological change,
in electricity and communications25 in particular, has reduced mini-
mum efficient scales of supply. To overcome the constraints of small
domestic markets and the relatively low scale implied, agricultural
activities need to be export-oriented if they are to capture the econo-
mies of large-scale production.

There are also economies of scale in shipping and other forms of
transportation. At current scales of output and demand for freight, it
may well be that scale economies are not exhausted and therefore
that transport costs will remain relatively high. However, such econo-
mies of scale can be overstated, and if they are so important, it is of
interest why shipping in Vanuatu at the moment is not more highly
concentrated in the hands of a few dominant shipping companies.
Distance from markets is also often given as a reason why Vanuatu’s
transport costs will remain high. Once again, this does not hold
much weight as Vanuatu is close to major markets in Australia, New
Zealand, and Asia. The introduction of competition in the provision
of airfreight and shipping, both interisland and international, would
see rates fall toward those available in other countries. High ship-
ping costs are therefore unlikely to be as serious an underlying prob-
lem as often stated.

In terms of natural resources, Vanuatu is well endowed relative to
the size of its population. Mineral resources are likely to be modest,
as the country has virtually no tradition of even small-scale artisanal
mining. Vanuatu’s fishery resources are also naturally limited, com-
pared with other countries, and would not be able to support a ma-
jor fishing industry, except possibly for offshore tuna fishing.

25 Telecommunications and power supply have traditionally been considered natural monopolies in
that, even for economies larger than Vanuatu, economies of scale relative to the size of the market
dictate that only one supplier can profitably service the market. However, recent developments in
electricity-generating technology and in mobile telephones have drastically reduced the minimum
efficient scale of operations with the result that a number of firms employing this newer technology
can now compete for markets that were previously dominated by single firms.
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Vanuatu is well endowed in agricultural land relative to the size of
the population and much of this land is highly fertile. A very wide
range of tropical and temperate crops can be grown in Vanuatu. This
means that, provided sustainable farming practices are maintained,
Vanuatu has an advantage in the production of organically grown
crops and beef. This is so because traditional farming practices and
the land used have minimized the use of fertilizers and other chemi-
cals. Moreover, Vanuatu has at present fewer crop disease and pest
problems than many other countries, and so the use of pesticides
and chemicals is limited. The endowment of fertile soils and isola-
tion from major pests and disease would, in itself, suggest a com-
parative advantage in the production of organic crops and meat prod-
ucts to meet a growing world demand for organic foods.

Vanuatu is well endowed in environmental resources. It has a very
diverse flora, with many plants unique to the region. This provides
Vanuatu with an advantage in tourism, although many other factors
(including cost) contribute to the development of tourism. The
uniqueness of a number of indigenous nuts, kava species, and other
undeveloped food and herbal plants may also contribute to profit-
able export opportunities.

It is generally assumed that Vanuatu has a comparative advantage
in the export of products of high value relative to their weight, which
can bear the cost of transport between islands and from Port Vila or
Luganville to distant markets. Products such as kava, orchids, coffee,
indigenous nuts, and fresh seafood are often cited in this regard. The
need for further processing of copra, cocoa, and coffee is also based
on the view that Vanuatu should export more highly processed and
therefore more valuable products to minimize the disadvantage of
distance and high transport costs.

While there may be some merit to this view, a number of strong
reservations need to be made. Higher-value products do not neces-
sarily mean higher value added or higher profits. Adding value usu-
ally costs money. The presence of a raw material, such as tuna, for
example, does not lead to the conclusion that Vanuatu can profitably
export high-grade and high-value sashimi by air to markets in Asia
and North America. To convert tuna freely swimming in the ocean,
however abundant, to exportable products requires the application
of large amounts of capital, skills, low-cost electricity, and low-cost,
reliable airfreight direct to markets.

Similarly, for Vanuatu to move along the coconut chain from co-
pra to oil to coconut cream requires more than an abundant low-cost
source of nuts. The new coconut oil mill on Santo is an important
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development that has come about partly because reforms in the
economy have reduced the costs of copra and the investment risks.
However, adding value to copra and coconut oil will ultimately re-
quire access to capital, skilled labor, competitively priced electricity,
and markets.

Returns to copra production have been modest in the past. This
does not mean to say that there is no future in copra production.
Copra producers have faced a wide range of constraints that reduced
the returns to growers. The removal of these constraints will make
copra production a more profitable activity and could lead to an
expansion in production, to supply both the Santo oil plant and over-
seas buyers. Returns to beef, cocoa, and coffee producers would also
increase as reforms remove constraints on development that have
artificially reduced returns to these activities.

In seeking an improved performance and a greater contribution
to development from agriculture and fisheries, it is important that
the Government not snub traditional exports and focus its attention
disproportionately on exciting “niche” commodities, the economics
of which have been largely untested. Many new opportunities were
mentioned in the ADB (1997) review. But then why has there been
virtually no development of these products if, indeed, they are so
promising? Of course, these products are subject to constraints but
so too are the traditional exports.

Comparative advantage is a well-established theoretical concept
(almost a law of economics) with which there is little dispute. How-
ever, comparative advantage is notoriously difficult to measure be-
cause of the very wide range of factors involved in the production of
even the simplest commodity or service. One approach to the mea-
surement of comparative advantage is that of revealed comparative
advantage. Crudely speaking, this says, look at those export com-
modities that have been most disadvantaged by the range of govern-
ment interventions in the economy and that is where true compara-
tive advantage is likely to lie. In the case of Vanuatu, such products
would most likely include copra, coffee, beef, kava, forestry prod-
ucts, and cocoa.

The policy implications that arise from this discussion of Vanuatu’s
comparative advantage are these. Governments should never try to
predict comparative advantage or to attempt to influence compara-
tive advantage by providing selective assistance, as past governments
in Vanuatu did. They encouraged and subsidized growers to grow
diversification crops selected by bureaucrats or by donor agencies,
rather than the private sector. The results were not positive. Govern-
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ment and donors are often tempted to continue to “pick winners”
rather than allow freely functioning markets and their private-sector
participants to seek out profitable opportunities. Government has a
role to play in supporting the private sector, but its support needs to
be neutral in that it does not make it more attractive to grow one
crop instead of another.

Opportunities in Agriculture
Nuts
The Review Team was expected to assess the potential of indigenous
nuts. As yet there has been little technical and economic research on
indigenous nuts, and their commercial development is at an early
stage.26  In 1994, a conference on South Pacific indigenous nuts,
held in Port Vila, drew scientists and private-sector interests from
around the region. Among the recommendations for research and
development put forward by the conference participants were the
following:

• Assessment of Vanuatu’s nut tree resource
• Development of existing resources and plantations27

• Research into the agronomics of the nangai tree
• Research on processing and storage, including hygiene and pack-

aging materials
• Training in post-harvest handling techniques
• Evaluation of composition of oil and its variability
• Resolution of storage and transport constraints
Some individuals who are currently developing businesses based

on nuts indicated to the Review Team that a sensible market devel-
opment strategy could be directed first at meeting domestic demand
for fresh or roasted nuts. For the tourist (suitcase export) markets,
these nuts would be processed and packaged attractively as niche
market products. This strategy is akin to the suitcase export strategy
profitably employed in Hawaii and other tourist locations.

26 The Team Leader did have the opportunity to examine a feasibility analysis for a private develop-
ment. While the assumptions upon which the net-present-value calculations were based had to be
taken as given, the project did indicate an exceptionally high rate of return on investment from nuts
and timber. Moreover, there are several ancillary projects in furniture and confectionery with some
promise.

The recommended indigenous nuts that have potential for commercial development are Canarium
spp. (nangai), Barringtonia spp. (navele), and Terminalia spp. (natapoa).

McGregor (2000), a report on the economics of the indigenous nuts industry, focuses on nangai,
navele, and natapoa and provides a positive assessment of their potential as well as their development
constraints.

27 It is not clear that this recommendation was based on a detailed feasibility study.
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Overseas markets are for nut-in-shell and kernel, as well as for oil,
particularly from nangai. Domestic market outlets include the com-
mercial nakamals (there are about 60 in Port Vila and 16 in
Luganville); supermarkets and urban stores catering to the higher-
income urban consumers, who are more willing to pay premium
prices; hotels and airlines offering complimentary packets of nuts;
and tourists. For international markets, the nuts could be grown and
exported as certified organic products. Both nangai and natapoa trees
have good-value timber, which can be harvested after 20 to 25 years.
Their wood is used locally to produce artifacts and canoes, and could
potentially be used in making domestic furniture. The supply of hard-
wood export markets also offers potential.

The limited size of the resource of wild indigenous nut trees is, at
present, the main constraint on commercial development. Future
development will be based on smallholder plantings and on planta-
tions rather than the gathering of nuts in the wild, both of which are
under development at present. For nangai, there is also a need for
on-farm storage systems. For navele, cultivar selection and improved
processing are needed to reduce the unacceptable level of bitterness
of the nuts. For natapoa, the constraints are the low kernel-to-nut
ratio and the high moisture content.

Copra
Further processing offers some potential. Already, a coconut mill has
been established, although this will add only moderately to the value
added of the industry. Processing to oil does not necessarily increase
returns from copra. This depends on the crushing margin. More-
over, world coconut oil prices are still volatile and the oil suffers
from competition from low-cost substitutes. Opportunities for prof-
itable by-product sales are limited, as there is no demand for copra
meal in the Santo cattle industry. Disruptions in supply, due to cy-
clones and other reasons, will affect costs, which are highly sensitive
to the rate of capacity utilization.

Other higher-value-added coconut products could be profitably
developed by the private sector. A range of high-value, niche market
products have been identified in past studies as having development
potential in Vanuatu (see ADB 1997 and McGregor 1999 and 2000).
Opportunities that do not need large capital outlays include fuel,
cosmetics, premium-quality soap, and certified organic oils and
creams. According to these studies, the use of coconut shell to pro-
duce activated carbon is feasible if enough shells are available at com-
petitive prices.
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Cocoa
The Vanuatu Land Use Planning Project considers it viable to ex-
pand smallholder cocoa production provided the price prospects are
reasonable. With improved marketing and infrastructure and the re-
introduction of competition into the industry, cocoa exports and re-
turns to growers can be increased.

Any significant increase in new plantation cocoa is unlikely, given
the constraints on land availability and tenure, and labor require-
ments. New plantings will most probably be in the food garden or
under mature coconut trees. Price prospects do not seem to justify
the more expensive clearing of bush to plant coconuts.

While recent reforms will improve returns to growers, cocoa is
likely to remain a relatively low-return activity and this could inhibit
the growth of the industry. On the other hand, previous studies have
pointed to the potential for Vanuatu to supply emerging niche or
specialty markets for cocoa. According to ADB (1997), there is a
rapidly expanding market for high-quality certified organic cocoa.
The recent sale of 70 tons of cocoa through the efforts of the Produc-
ers Organization Project (POP) illustrate the potential of this crop.
There is also the potential to add value by developing local confec-
tionery manufacturing capacity, although input costs would need to
become more competitive.

Kava
Vanuatu has experienced problems in meeting market requirements
in terms of price, consistency of supply, and quality control. There is
a concern that while a potentially large market exists for kava ex-
ports, continuing supply and quality problems in Vanuatu could see
the market going to plantations established in other countries.

Significant export development will require an increase in supply
and lower prices. In 1998, most exports were airfreighted despite
the suitability of dried kava to sea freight. Pressing demand and lack
of direct shipping from Vanuatu to the US markets may explain the
predominance of airfreight. Growth in kava exports by air is con-
strained by the availability of freight space and the lack of direct
flights to major markets.

Kava processing for industrial use in Vanuatu may be commer-
cially viable, but would involve substantial investment, and prob-
lems of poor quality control and inconsistent supply need to be re-
solved. Recently, Vanuatu Brewery Ltd. has developed a bottled kava
beverage.
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Coffee
Vanuatu has had a long history of coffee growing with limited suc-
cess. Recently, the privatized Tanna Coffee Development Corpora-
tion has shown some promise, particularly as the managers are expe-
rienced in coffee growing and have overseas outlets. Under the new
management, Tanna Coffee has reduced its workforce substantially
and has moved away from a stand-alone plantation to a nucleus es-
tate, drawing additional supplies from smallholders on Tanna. It is
believed that there is considerable market potential for organically
grown Tanna coffee in both the tourism sector and the growing mar-
ket for organic coffee offshore. However, the present volume of pro-
duction is below that required by overseas markets, and transporta-
tion, even to Port Vila, subjects the produce to damage and is very
expensive.

Beef
According to the ADB (1997) review, there is potential for increased
beef exports. However, Vanuatu will be at a disadvantage in compet-
ing for the same markets with the low-cost Australian and US beef
producers. To develop its exports further, Vanuatu needs to exploit
the specific characteristics of its beef. Vanuatu offers high-quality
beef from grass-fed cattle, which is produced without the use of
chemicals. At present, the Vila abattoir exports its high-quality beef
predominantly to low-quality markets in Papua New Guinea and the
Solomon Islands. The organic certification of this product would
open up markets in Europe and Japan. For this, certification systems
that satisfy the strict requirements of various organic beef markets
would need to be introduced.

Other opportunities
The ADB (1997) review identified a range of opportunities for the
supply of niche markets, including opportunities arising from sea-
sonal “gaps” in normal supplies. Opportunities were identified for
fresh fruit and minimally processed fruits (papaya, mango, pine-
apples), spices (ginger and vanilla), yams, taro, squash, and floricul-
ture. While all these products grow well in Vanuatu, none of these
products have been exported in significant quantities, apart from
squash exports for a few years in the mid-1990s. This is not to say
that there is no potential. However, a major constraint on exporting
these perishable items on a commercially viable scale is the availabil-
ity and cost of airfreight to overseas markets.
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Opportunities in Fisheries
There is potential in a number of areas for the development of com-
mercial and subsistence fishing. However, various policy-induced
and natural constraints stand in the way of these opportunities. For
the moment, it is assumed that an effective regulatory regime exists
in the fishing sector and that the CRP will lead to the removal of
inappropriate regulations and policies.

The history of Vanuatu’s extensive involvement in tuna confirms
that the country is well located to take advantage of the regional tuna
resource, particularly in respect of tuna targeted by longliners. The
fact that longline operators have successfully established sashimi ex-
port operations in neighboring countries with similar characteristics
suggests that the resource is not the binding constraint on invest-
ments in sashimi-grade tuna export facilities.

The estimated sustainable yield from the tuna resource in Vanuatu’s
exclusive economic zone (EEZ) is as follows: yellowfin, 2,500 tons;
bigeye, 2,000 tons; and albacore, 3,500 tons.28  However, fishing
vessels based in Vanuatu can also fish adjacent high seas and, under
negotiated access agreements, the EEZs of neighboring countries
such as Fiji, New Caledonia, and the Solomon Islands. Thus, the
accessible resource should be considerably more than that estimated
for the Vanuatu zone alone.

In addition to the direct economic benefits shore-based tuna fa-
cilities will generate,29  the development of a shore-based tuna in-
dustry would create linked opportunities for small-scale fishermen.
In association with such enterprises, it should be possible to negoti-
ate arrangements for exports of high-quality poulet or other marine
product to be consolidated in shipments with tuna. As a result, fish-
ermen operating close to tuna export facilities would have access to
markets previously unavailable to them. In addition, there may be
possibilities for small-scale fishermen to sell occasional catches of
high-value tuna to the export operations. For example, large bigeye
and yellowfin available to a near-shore handline fishery, even if only
on a seasonal basis, if delivered to the export facility in prime condi-
tion, would provide small-scale fishermen with a valuable income-
earning opportunity. Although they will have to import almost all
their bait requirements, occasional large catches of scad and small
surface-swimming tuna would be in demand by the longliners.

28 Kingston et al. (1996)
29 Kingston et al. (1996) developed a hypothetical model that estimated the local benefit generated by

a small locally based longline operation to be Vt13.5 million annually.
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The successful establishment of a shore base concentrating on the
export of fresh tuna could therefore provide numerous development
opportunities for linked fisheries and industries. There is potential
for the development of a local tuna export industry and the MAQFF
has a role to play in establishing an efficient resource management
regime and in identifying and removing impediments to investment.
Although there may be prospects for developing fisheries within the
EEZ, the assessment of their commercial viability should be left to
the private sector to determine.

An issue raised during the review was the possibility of greater
cooperation with New Caledonia and the possibility of granting ac-
cess to Vanuatu’s EEZ to vessels operating in New Caledonian wa-
ters. It is understood that New Caledonia has fifteen 16- to 45-meter
longline vessels operating at present, with six more scheduled to
start fishing from the northern provinces in the near future. Three
French seiners are expected to begin fishing shortly in the western
central Pacific from a base in northern New Caledonia. It is possible
the longliners may seek seasonal access to Vanuatu waters once the
fleet grows, but at current levels they can probably survive in the
New Caledonian zone and adjacent high seas. The purse seiners may
also seek occasional access to the Vanuatu EEZ for surface-swim-
ming schools.

No freshwater resources are commercially exploited in Vanuatu,
although small artisanal fisheries for freshwater shrimp and eels do
exist on some islands. Nevertheless, with a relatively pristine envi-
ronment and a reasonable amount of suitable coastal habitat and
abundant supplies of clean freshwater and seawater, the long-term
potential for aquaculture is significant. Rather than the Fisheries
Division becoming involved in an aquaculture development program,
it is recommended that it stand ready to facilitate should any poten-
tial investor approach the Division for assistance and advice.

Conclusions
Vanuatu has significant potential to increase its agricultural exports
and, to a much lesser extent, to increase the value of its fishery ex-
ports. Many commodities have been identified in previous reviews
as having the potential for profitable export. Common characteris-
tics of these potential products are that they capitalize on the organic
nature of Vanuatu’s farming practices and have relatively high value-
to-weight ratios to minimize the disadvantage of distance. How-
ever, most of these products require access to efficient, reliable, and
rapid transportation modes to be acceptable to overseas markets. At
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present the private sector does use airfreight to ship live and fresh
products from outer islands to markets in Port Vila and Luganville.
However, unreliable service and insufficient dedicated freight capac-
ity leaves too much produce rotting at jetties and on tarmacs (in-
cluding such high-value, and scarce, species as lobster and coconut
crab). Free entry and competition in domestic airfreight and interis-
land shipping markets is a prerequisite for realizing any of the op-
portunities in the fresh-food trade.

There is potential for Vanuatu to add value to its traditional ex-
ports, such as copra, cocoa, and coffee, but not at existing cost levels.
The constraints on the realization of the potential for further pro-
cessing are addressed in the next section. It is within the power of
the Vanuatu Government to remove many of these constraints.



Development Constraints
The development of Vanuatu’s agriculture and fisheries faces many
constraints, some natural, many man-made. These constraints have
been documented in previous reviews. However, the focus has often
been on symptoms rather than on underlying causes. As a result,
efficient responses based on the individual motivations of growers,
their knowledge and beliefs about the future, available prices, and
resources at hand are judged as constraints rather than symptoms.
The design of effective policy to improve the functioning of the market
must focus on the causes of the failure for markets to develop.

Returns to agricultural production, be it food gardening or com-
mercial farming, are depressed and distorted at all stages in the sup-
ply process from garden or farm to the market. Much agricultural
activity in Vanuatu is subsistence or self-sufficiency farming with
some surplus exchanged or traded for cash to pay for things such as
school fees, travel expenses, consumer goods and services. Families
provide for their welfare largely through their own efforts, and there
is relatively little specialization. Viable commercial agricultural ac-
tivity in Vanuatu has emerged from the food garden to a more im-
portant degree than concepts and projects imported from abroad by
governments, donors, or expatriates.30

Fishing is subject to the same constraints as agriculture. How-
ever, there are specific constraints and a number of policy issues re-
quiring urgent attention. Fishing differs from agriculture in that the
community owns the resource, which the Government manages.
Regulation to allocate access, to compensate the community, and to
ensure sustainable practices is more critical to fishing than agricul-
ture. Moreover, Vanuatu fishers share resources with foreign fishers,
in Vanuatu’s EEZ and on the high seas. A major impediment to
development is the lack of suitable regulations and management plans
to ensure sustainable fishing in Vanuatu’s waters and compliance
with international fishing and marine environmental agreements.

Physical Constraints
Vanuatu has agronomic and climatic conditions suitable to the rais-
ing of a wide range of crops and livestock. Resources of fertile land
per person, except in some areas, are relatively high by international
standards. Custom ownership and the traditional sharing of produce

30 Food gardens have created value whereas larger-scale specialized projects sponsored by governments
and donors have, with almost no exception, lost money and therefore reduced living standards.
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are an important strategy for providing security by managing risk.31

However, lack of ownership and inalienable title to land can under-
mine efforts to combine land parcels and take advantage of econo-
mies of scale, specialization, and market exchange. Inability to trans-
fer ownership of land is also a constraint on borrowing and the in-
troduction of new ideas and capital where banks follow tradition in
their demands for collateral.32

The Review Team often heard conflicting views on the difficulty
of obtaining access to land and the terms of that access. Some re-
garded this as a serious constraint while others pointed to successful
farming projects established under long (up to 75-year) leases. How-
ever, the process of obtaining access could be considered unnecessar-
ily complex and capable of being simplified.

Credit Constraints
In free markets, competition among lenders produces innovative
solutions to specific impediments. Subsistence farmers themselves
have developed forms of savings and lending that involve the ex-
change of goods or labor to be repaid later in kind, and to a much
lesser extent such exchange by means of accumulated cash surpluses.
These arrangements, given their context, should not be regarded as
primitive or inefficient.33

Credit markets require both demand and supply. The demand for
credit is restricted by its high cost, the attitude of smallholders to the

31 Most of Vanuatu’s land ownership is not formally recorded. Land cannot be sold or alienated, mak-
ing it difficult to lease land for commercial and development purposes, to transfer land, or to use it as
security for loans. This applies to Ni-Vanuatu wishing to develop their land, and foreigners applying
for leasehold. About 80 percent of land in Vanuatu is under kastom usage in rural areas, with the
remaining 20 percent under lease or owned by the Government. Developing kastom land is difficult
because of the lack of a formal title, disputes over ownership, and difficulties in delimiting bound-
aries verified only by oral history. Only registered kastom land can be leased. The lack of legal title
prevents the land from being leased or used as collateral for loans. To gain leasehold, an intending
lessee must first obtain a certificate from the Department of Lands, negotiate with kastom owners,
and ensure all outstanding disputes are resolved. The kastom owners can renegotiate the lease terms
at any time.

32 Banks in Vanuatu, both foreign and local, seek security either in the form of equity in land or savings
equivalent to the value of the loan. But interest payments on savings are very low compared with the
interest payments demanded by the banks. It therefore makes no sense to take out a loan on such
conditions.

33 Theodore Schultz won a Nobel Prize for his pioneering work in modern development economics.
He was applauded for his observations that subsistence farming and their methods of “market”
organization had evolved out of necessity to become efficient and relatively sophisticated. This was
not to deny that farmers could become more productive with access to improved knowledge and
capital. However, it does cast doubt on extension services designed to inform farmers about things in
which they are expert and inappropriate schemes to provide rural credit to farmers, often when they
have no immediate uses for such credit.



43DEVELOPMENT CONSTRAINTS

considerable risks that they face (often made worse by state inter-
ventions), and returns to investment that are depressed by high in-
put costs (implements, intermediate goods, labor costs, etc.) and
uncertain access to markets. Returns to investment are often judged
not to be worth taking the risks.34

The CRP does not address financial market reform other than merg-
ing the balance sheets of failing state banks. There is limited competi-
tion in financial markets and this reduces incentives to reduce the costs
of lending. The result is that credit is unavailable except at high rates.
The private banking sector in Vanuatu needs to be exposed to com-
petitive pressures by the removal of any barriers to entry for financial
intermediaries, both large and small. It is likely that there is a signifi-
cant element of natural monopoly in banking, given the small size of
the Vanuatu market and the limited savings of its citizens. That is, the
market can support only a few banks. If this is the case, competition
among banks may be limited and the Government may need to con-
sider regulatory oversight to encourage competition.

Local credit initiatives, formal or informal, should be allowed to
develop with minimum prudential regulation. In terms of credit pro-
vision, locally based “microfinance” may have certain competitive
advantages over the banks based in Port Vila and Santo. Advantages
include lower overhead and transaction costs; lower costs of obtain-
ing specific information about persons, place, and project, and greater
ability to collect based on proximity and the use of customary or
social mechanisms. The absence of a vigorous microcredit market
has meant that any savings have flowed to the banks in Port Vila,
never to return to be invested locally where risks are judged by the
banks to be unmanageable.

Natural Risks
Markets cannot prevent cyclones but they can mitigate their effects.
Smallholder farmers already adopt apparently efficient strategies to

34 To illustrate, consider a donor/Government-sponsored coconut improvement project in the 1980s.
Smallholders were encouraged (and subsidized) to replace productive trees with improved hybrids.
On the whole, they showed a disappointing, though rational, lack of enthusiasm. Department of
Agriculture (1995) concluded:

The concentration of adoption of higher yielding coconuts amongst the larger (richer) farmers
can be appreciated. This group is more likely to take the risk of speculative investment than
smaller, more risk averse farmers for whom the investment may mean a significant deferment
of consumption, with no guarantee of a realised return. For the risk averse group of non-
adopters, higher yields are not necessarily an important attribute of a coconut. The higher
potential production improved coconuts offer, but at a cost, can also be obtained, should it be
wanted, by planting traditional material over a larger area, at no cost (or at lower cost). In
Vanuatu, land availability in the majority of cases is not a constraint.
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deal with the risk of cyclones. Food gardens are planted inland sur-
rounded by bush. Large-scale and capital-intensive plantings of crops
with long payback periods are deterred. These strategies may be ef-
ficient in reducing the cost of cyclones, but they are not cost-free.
The costs are in terms of shortened outlook, and low commitment
to capital and larger, more efficient-size plantings. A vibrant market
provides some mechanisms to reduce the costs of cyclones that may
reduce the costs of current strategies. By improving returns to effort,
wealth is created to provide for future contingencies and to adopt
ideas to reduce cyclone damage.

Cultural Constraints
Vanuatu custom places great value on giving. Prestige is measured
partly in willingness and ability to share the fruits of effort. Many
consider this to be inconsistent with the profit motive and the drive
to accumulate surpluses for investment. These altruistic motives
are present to varying degrees in all advanced economies. There is
nothing wrong or inefficient with sharing as this has evolved as an
efficient mechanism to reduce risk and earn prestige in communi-
ties with few other outlets, and in response to the limited need to
save (or accumulate) to even out living standards throughout the
year. Greater profits also provide a means to win prestige. Indi-
viduals can make rational choices to keep back that part of the
surplus cash or product necessary for reinvestment in working capital
or planting material. It is not so much that the Ni-Vanuatu con-
found the laws of economics while, like the rest of us, obeying the
laws of physics, but they, like everyone else, make the best of their
circumstances.

Wages and Productivity
Labor is said to constrain agricultural development in these respects:
its relatively high cost and low productivity compared with labor in
competing nations and its relative scarcity and unreliability of sup-
ply. The high cost of rural labor naturally reflects the value of time
spent in subsistence production and valued social and recreational
activities. The subsistence wage in Vanuatu is relatively high, reflect-
ing the relatively high standard of living that subsistence provides.35

35 The Review Team learned of a number of cases where experienced and competent staff laid off
following the civil service strike in 1993 could not be reemployed even into relatively senior and
highly paid positions. The view was that the subsistence lifestyle was far too pleasant to induce them
back to the rigors and high cost of Port Vila.
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This is a positive attribute of a high subsistence wage. The other side
to the coin is that to induce smallholders into employment, wages
commensurate with the high cost of living must be paid.36 High
prices for consumer goods contribute to high wages.

Low productivity reflects lack of capital and implements and lim-
ited adoption of productivity-enhancing technology. These factors in
turn reflect, as discussed earlier, poor returns to investment in capi-
tal, effort, and knowledge. This must be because risks are excessively
high, costs of inputs are high, and transport and marketing costs are
high. Despite high prices at market, therefore, returns to growers
(or grower prices) are low. High costs in themselves undermine in-
centives to become more productive.

Given the cost structure of the Vanuatu economy, it therefore can-
not be said that the source of low labor productivity and high wages
is the fault of the smallholder or rural laborer. Given the circum-
stances and apart from some regulations concerning employment
and severance conditions, labor markets are competitive and effi-
cient. The problems of underdevelopment lie elsewhere.

Purchased Inputs
Farming in much of the smallholder sector is labor-intensive with
minimal use made of implements, almost no use of machinery,
and little use of intermediate inputs. The agricultural systems
adopted reflect the high cost of capital, even working capital, and
the lack of cash surpluses with which to finance the purchase of
implements and machines. High import duties and very high trans-
port costs have inflated the costs of intermediate inputs and capi-
tal goods.37  High risks, from cyclones and market vagaries, and
relatively low returns to farming would also deter investment in
capital.

The lack of use of chemicals, such as fertilizers and pesticides, in
part reflects the natural fertility of the soil and the fact that most
pests and diseases are more manageable in an intensive food garden.
However, there is still a significant potential for reducing crop losses

36 Wage rates in Vanuatu are generally set in competitive markets, with the exception of the
relatively high wages paid to politicians and civil servants. The minimum wage of Vt16,000 a
month (or a little over Vt500 a day) is low compared with the returns to labor from most crops
in Vanuatu. Most workers receive well in excess of this amount or they would remain in subsis-
tence, provided they have access to land. It is therefore unlikely to present a disincentive to work.

37 According to ADB (1997) there was a 37 percent duty on barbed wire, a 150 percent duty on
imported diesel fuel, a 7 percent import duty on fertilizer and cartons. Import duties on these im-
ported inputs have been significantly reduced under the CRP.



VANUATU: AGRICULTURE AND FISHERIES SECTOR REVIEW 200046

to disease and pests. The organic farming of Vanuatu suggests oppor-
tunities to supply growing markets for organically grown food. While
this may well be the case, it does not suggest that organic necessarily
means micro scale, with its very high unit costs.

Infrastructure
Lack of roads and the poor standard of existing roads contribute to
the high cash costs of paid road transport and the high costs (in
terms of effort and time) in carrying products to beach points for
collection by visiting vessels. Inadequate and poorly maintained roads
add to the cost of transport because of the greater time involved,
greater wear and tear on vehicles, and damage to produce.

The direct and indirect benefits to investment in main roads, feeder
roads, and jetties can be high, but only when the investment gener-
ates net social and economic benefits. In Vanuatu there are many
examples of infrastructure projects that have not provided benefits
to rural communities commensurate with Vanuatu’s contribution to
the costs, in some cases any benefit at all. In other cases, benefits
have been short-term as roads and jetties have deteriorated for want
of resources for maintenance.

Lack of storage facilities, and in the case of fishing, lack of ice-
making machines, has been identified as a constraint on marketing
produce. The response of governments and donors in the past was to
build such facilities rather than to understand why it was not eco-
nomically rational for the private sector, which stood to capture any
benefits, to build even the rudimentary facilities appropriate to many
commodities. The interventionist approach resulted in rusting, dis-
used ice-making machines. Where economics has dictated that stor-
age facilities be built, these have more often been appropriate and
generated returns in excess of their costs. The reasons why storage
facilities, even those well within the means of farmers to build, have
not been built is more likely to be related to poor returns on invest-
ment due to impediments elsewhere in the economy. Improved mar-
ket efficiency will improve the potential returns from investment in
storage and ice making to growers and fishers, and those who source
their supplies from them.

The MAQFF has no role in the provision of infrastructure such as
roads and jetties. Infrastructure provision is the responsibility of other
ministries. However, the MAQFF can facilitate private development
in agriculture by advising these ministries and donor agencies about
the infrastructure needs of farmers and projects likely to maximize
development benefits.
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Energy and Utility Costs
The costs of primary energy (fuel) and secondary energy (electricity
and motor spirit) are very high in Vanuatu compared with costs in
the region in which it is located and in the rest of the world to which
it seeks to sell its products. Energy costs would be naturally high in
a competitive market, but there are a number of artificial factors that
raise costs even further. All fuel is imported and subject to extremely
high duties. This raises transport costs, farming costs (depending on
the amount of diesel fuel used), and the costs of processing agricul-
tural and fishing products, and seriously erodes the viability of fish-
ing.38  Import duties, such as those on fuel, impose other direct and
indirect costs on agriculture and fisheries and these are discussed
below.

Another issue concerns the high landed cost of diesel fuel. Vari-
ous reasons have been given for this, including limited storage fa-
cilities for imported refined petroleum products. The proposition
is that this prevents Vanuatu from taking advantage of price dis-
counts associated with large lot purchases and the economies of
using larger ships. The view of the Review Team is that such econo-
mies of scale in purchasing and transportation are relatively small
in comparison to the value of the fuel. In seeking a culprit for high
landed fuel costs a more fruitful ground to be explored may be the
competitiveness of the marketing arrangements of the oil compa-
nies and distributors.39

For diesel-generated electricity, prices in Vanuatu are extremely
high by international standards. High fuel costs and the small do-
mestic market explain some of the cost disadvantage and it is ac-
knowledged that reliability of services is better than in many other
countries. That said, lack of competition and effective oversight of
the monopoly supplier UNELCO certainly does not provide incen-
tives to lower profit margins and to seek innovative cost reductions.
High electricity prices add to the overall cost structure in Vanuatu

38 While fishermen qualify for some relief through duty exemptions, this amounts to only a small
percentage of the amount of duty. The commercial price of diesel in Vanuatu is around Vt93.8
per liter. The Government price is Vt81.5 while the duty-free price to fishermen is Vt60.13 per
liter for category A and Vt64.6 per liter for category B fishermen. The cheapest fuel, at Vt60 per
liter, is 35 percent more expensive than the regional average and, combined with high electricity
charges that would be imposed on shore facilities, is the major impediment to the development
of the domestic tuna industry.

39 International markets for refined crude products are highly competitive. Domestic markets will re-
flect that degree of competitiveness only when there are no barriers to competition arising from
import restrictions (such as import licenses and tariffs) and no barriers inhibiting competing suppli-
ers from entering the market and distributing their products.
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and therefore reduce the competitiveness of the agriculture and fish-
ing sector. Directly, high electricity prices are a leading disincentive
to further process and add value to agricultural and fishing produce
in Vanuatu.

Urban water is also monopoly-supplied by UNELCO under con-
tract with the Government. The high cost of water adds to the gen-
eral cost level and specifically discriminates against processing ac-
tivities that require large volumes of competitively priced water.

The world has experienced a revolution in communications, part
of which was facilitated by the opening of telephone lines to compe-
tition. Telecom operates a communications monopoly in Vanuatu,
being responsible for the provision of telephone, mobile telephone,
and Internet services. Telephone charges are very high and a mobile
phone network effectively does not exist. Internet access is satisfac-
tory, to those few who can afford the very high rates.

Low-cost communications would dramatically increase the sup-
ply of knowledge (market and technical) to farmers in rural areas
and reduce the costs of providing it. This would contribute to a
major improvement in the linking of production decisions with mar-
ket demand, reduce waste and shipping costs through a more effi-
cient land-sea (or land-air) interface, expose producers to new ways
of thinking and new ideas, and allow them to take advantage of
niche market opportunities.

In a small country such as Vanuatu, electricity, water, and com-
munications services are likely to have a strong natural element of
monopoly.40  Even if there is a case for monopoly supply, sensible
utility regulation and price oversight provides a means of retaining
the efficiency of single, private firm supply while at the same time
avoiding monopoly pricing. Under the CRP, the Government is com-
mitted to reviewing the contractual arrangements with UNELCO
and Telecom and to creating a regulatory body to regulate utility
activities and pricing policies. This initiative would encourage more
competitively priced services and provide an important stimulus to
the development of agriculture and fisheries, particularly in the form
of further processing. However, the Review Team must note that
nothing concrete has been achieved in this area at the time of writing
and prices have certainly not fallen (in fact, electricity prices have
risen).

40 Although it should be observed that competition provides powerful incentives to innovate
around natural monopolies to capture monopoly rents for a time (for example, mobile phones
and efficient small-scale electricity-generating technology).
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As in other areas that are the responsibility of other ministries, the
MAQFF can play a useful facilitating role in ensuring that the Govern-
ment places an appropriate priority on a major constraint on the devel-
opment of agriculture and fishing. To communicate this priority effec-
tively the MAQFF needs to arm its clients with sound evidence of the
magnitude of the benefits of reform to agricultural development and
the value of these benefits to Vanuatu.

Shipping and Airfreight
High cost, unreliable and infrequent shipping, and poor quality of
service have been major constraints on growth in interisland and
international trade in rural produce. Large distances, small popula-
tions, poor communications, and small volumes are natural con-
straints. These will always contribute to relatively high cost and lim-
ited services to most islands, but particularly to the outer islands.
These constraints, however, were made worse by inappropriate Gov-
ernment interventions.

Two CRP initiatives promise to result in increased competition
and with that reduced freight rates and better service. These are the
repeal of legislation limiting entry into coastal shipping to vessels
owned by Ni-Vanuatu and the abolition of route licenses that con-
strained competition on a number of routes. The effect of these re-
strictions was collusion in price setting and limited incentives to
invest in new vessels and to provide more efficient services.

International airline services to Vanuatu are dominated by the
state-owned airline Air Vanuatu. CRP has not focused on this issue
and previous reviews such as ADB (1997) advocated the introduc-
tion of an “open skies” policy to enhance competition and to ensure
that supplies of cargo space are sufficient to meet Vanuatu’s needs.
The situation in relation to entry into the private airfreight business
is unclear in Vanuatu. At present Air Vanuatu operates a limited
schedule of services in terms of frequency and destination. There are
no direct flights to many of Vanuatu’s major existing and potential
export markets. While this has not to date constrained agricultural
exports that require airfreight, there would be benefits in opening
up the air to greater competition.

In the previous section of this review, it was argued that there is
some potential for Vanuatu to supply fresh fruit, flowers, vegetables,
and seafood, taking advantage of off-season market opportunities.
For this to develop there is a need to ensure that airfreight capacity is
available at competitive rates. Currently, Air Vanuatu’s capacity would
not allow any significant development of fresh-food exports.
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Export Marketing
Through the VCMB, the Government controlled a large part of
Vanuatu’s commodity exports—copra, cocoa, and for a time kava
were prescribed commodities whose export was a VCMB monopoly.
The actions of the VCMB undermined the development of export-
oriented agriculture in Vanuatu. Prices were set and, for extended
periods, subsidized under Government influence. As such, prices
did not transmit valuable information to growers upon which they
could base sensible production decisions.

Margins charged by the VCMB were necessarily high to recoup
the high costs of its inefficient operations. Even with its monopoly,
the VCMB lost large amounts of money and therefore did not have
the resources, much less the incentive, to maintain service standards.
Poor handling and storage resulted in lost quality, further reducing
returns to growers.

The dismantling of the VCMB monopoly will increase competi-
tion among buyers for produce and should result in higher returns
to growers as marketing margins fall.41 Even where there are few
buyers, attempts to collude on prices would be undermined by the
potential entry of other buyers and the option of growers, acting
individually or collectively, to bypass traders and sell direct.

Export marketing is now predominantly in private hands. How-
ever, there are threats to this desirable situation. Politicians and civil
servants in Vanuatu have inherited a tendency to seek to control or
plan development and market activity. This manifests itself in phrases
such as “orderly marketing,” the “formalization of marketing sys-
tems,” “maintaining export quality,” and identifying “niche market”
opportunities.

Market participants know how to market and if unfettered by
government regulations will develop efficient marketing systems. They
have nothing to learn in this regard from civil servants. Buyers and
sellers are continuously seeking each other out, searching for profit-
able investment opportunities and mutually beneficial exchange. If
there are niche market opportunities, the private sector will find them,
sift through them and invest only where profits can be made. If pros-
pects change, funds and resources are rapidly withdrawn and chan-
neled elsewhere. It would be a mistake for the Government to “tame”
or make export marketing more orderly.

41 The VCMB is to be corporatized and must then compete on its own merits without budget
assistance.
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Local Marketing
The marketing of kava and food crops in Vanuatu is largely unregu-
lated. While there are constraints on marketing, private marketing
systems, though rudimentary, could be judged to be relatively effi-
cient. Other than in providing infrastructure, developing market in-
formation (extension), and regulating to protect public health and
safety and to protect buyers and sellers from unfair trading practices,
government has no role to play in the marketing of produce.

Under the CRP, the Government is committed to introducing a
body of trade practices law. The MAQFF could play a useful role in
assisting in the development of competition in food markets in
Vanuatu. Thus it could represent the interests of its clients by bring-
ing cases of unfair or monopoly practices to the attention of the
trade practices regulator. It could also play a useful role in providing
research and advice to aggrieved parties.

Relative to the size of Vanuatu, Port Vila is an important and fast-
growing outlet for produce grown on Efate and other islands. There
is scope for substantially increased sales to residents, restaurants,
hotels, and tourists. However, demand for locally grown produce
will increase only if prices are competitive with imported foodstuffs.
Despite the high import duties on food, imported foods account for
a large proportion of local consumption and are a major item in
Vanuatu’s import bill. With tariffs falling (under the CRP and if
Vanuatu is to gain entry into the World Trade Organization) and the
removal of several monopoly import licenses for a range of staples,
competition from imports will intensify. As the constraints on devel-
opment identified in this review are eased, costs of landing produce
in Port Vila and Luganville will fall. It is important that the benefits
of these cost savings are passed through to consumers in the form of
lower prices and to growers in the form of higher returns. Colluding
retailers must not be allowed to capture the benefits. Barriers to
entry at the retail level must be identified and removed to allow
greater competition in retailing. The MAQFF should assist the fu-
ture trade practices regulator in this important work.

A curiosity of Port Vila is the market practices adopted by ven-
dors in the public market.42  Across scores of vendors, prices are
identical and produce is sold in lots or bundles rather than by weight
and quality. In some cases bundles of produce have poorer speci-

42 Vendors mainly sell food crops grown by themselves or others in their village. There are a few
“retailers” who purchase food from Efate and other islands for resale at the markets. Some residents
sell produce sent to Port Vila from other islands by their relatives.
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mens in the middle, although repeat buying could limit this practice.
For some items vendors maintain that prices have not changed for
decades. Price does not vary through the day or through the week,
although the size of lots is increased toward the end of the vendors’
trading period. Vendors appear to be unwilling to reduce prices on
nonperishable or semiperishable items such as yams, plantain, or
pumpkin, and would rather take these home. For perishables such as
island cabbage there is a greater willingness to offload wilting pro-
duce through lower prices.

The village ladies have not developed a radical approach to mar-
keting but their actions are dictated by municipal regulations. Who
first called for such regulations, civil servant or vendor, is unclear,
although many vendors with access to the market claim to benefit
from the regulations.43

The essence of the municipal regulation is this. Time at the Port
Vila market is allocated to different villages in Efate. Similar regula-
tions apply in the Luganville market. On many days, all the vendors
are from the same village.44  A dim view is taken of anyone trying to
increase his or her sales by competing on price. There is a strong
tabu against competition. There are two outcomes: high prices and
discontinuities in the supply of certain products during the week
reflecting the specializations of each village. Except for those who
can time their purchases according to the schedule of vendors, there
is likely to be significant unsatisfied demand. The need to make mul-
tiple trips to the market to obtain the desired range of produce, in
some cases leaving Mother Hubbard’s cupboard bare, adds to the
cost of buying from the market.45

In other parts of Port Vila and in rural areas these practices are
less prevalent. In the suburbs of Vila informal markets, roadside
stalls, and door-to-door sales have increased, providing competition
to the Port Vila market. Although prices are still high, this is because
of the high costs of obtaining produce rather than the result of
anticompetitive practices. This informal market sector appears to be

43 Before the establishment of the Port Vila market, vendors used to set up stalls along Port Vila’s
streets. Entry was free to anyone wishing to set up a stall. At the Port Vila market, only those allotted
access and who have paid a Vt400 fee per stall can trade.

44 In Port Vila, the first three days are reserved for farmers from around Port Vila and the final two days
(Friday and Saturday) are allocated to all comers. In Luganville there are three market days per week.
One day each fortnight is allocated to each of six groups of villages and this regulation is strongly
enforced.

45 On one day in Luganville a pickup laden with peanuts was turned away because it had come on the
wrong day. Yet there were no peanuts available at the market on that day.
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unregulated and appropriately so. These sellers increase the opportu-
nities for buyers to shop around and to punish poor quality and exces-
sive prices by taking their custom elsewhere. The introduction of quality
standards for food crops is inappropriate and could see further in-
creases in prices and hardship for families unable to afford that quality
standard. The market will sort itself along the quality spectrum in a
way that satisfies both preferences and budgets.

An important “trade” involves the shipping of food baskets from
other islands to support relatives living in Port Vila. As Port Vila’s
population has become increasingly diverse with migration from other
islands, the importance of this trade has grown. It provides an im-
portant form of food security for locals originally from other islands
that do not have access to land and whose tight budgets are chal-
lenged by Port Vila’s high prices. This trade is mostly nonmonetarized,
although Port Vila residents are obliged to reciprocate by sending
cash back home. Presumably if food continues to flow, both sides are
happy with the terms of the exchange.46

The market regulations in Port Vila constitute a barrier to com-
petition and therefore a significant constraint on the development of
food markets. The MAQFF should encourage the municipal govern-
ment to dismantle these restrictive regulations.

Trade and Exchange Rate Policy
Both trade taxes and the exchange rate policy have discriminated
against the development of the agricultural and fishing industries in
Vanuatu. It is probably incorrect to say that Vanuatu has pursued a
trade policy. Taxes have been levied on trade for convenience rather
than to encourage import substitution and greater processing of raw
material exports. In any case, trade policy has not had these effects as
little has grown up behind the relatively high tariff walls.

Tariffs are a tax on exports, a fact well recognized throughout the
world, and most countries are rapidly dismantling barriers to trade.
In Vanuatu the agricultural sector was hit twice: first by tariffs which
raised its input costs and caused the exchange rate to appreciate, and
thereby reduced the country’s ability to compete on export markets.
What exports crawled over this hurdle were hit by relatively high
taxes levied on the value of exports.

Some agricultural producers, particularly those producing import
substitutes have probably benefited from the protection afforded by

46 It would be of interest to compare the “shadow prices” of this free trade with market prices in
Port Vila. It is likely that these prices are significantly lower.
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high tariffs on imported foods. For example, imported fish products
attract a 72 percent import duty, cheese 52 percent, and vegetables
47 percent, to name a few. Despite this protection at the cost of
consumers, Vanuatu has a far from viable dairy and fishing industry.

Under the CRP, an export tax of 4 percent of value has been abol-
ished and this alone will greatly encourage export-oriented projects.
However, while tariffs have been reduced somewhat and there is
commitment to further reforms, tariffs remain high and continue to
impose a burden on the sector.47  There are concerns that the pace of
tariff reform has been too slow. The proposed entry of Vanuatu into
the World Trade Organization (WTO) will see trade barriers fall
significantly and this will be of considerable benefit to agriculture
and fisheries.

Vatu exchange rates are determined by comparison with a basket
of currencies, and movements in exchange rates seem to be based
more on maintaining foreign exchange reserves than the fundamen-
tals of the Vanuatu economy. It is unclear what the market value of
the vatu would be if it were freely floated. Pressures to devalue in the
past have been relatively isolated, although the flow of donor aid has
undoubtedly contributed to the balance of payments (aid flows have
averaged around 20 percent of GDP over the past decade). If aid
flows dried up, it is likely that the value of the vatu would fall signifi-
cantly. Provided local prices did not rise to the same extent, this
would result in a considerable improvement in the ability of Vanuatu
farmers to compete in overseas markets.

Political Constraints
Past Vanuatu governments have followed strongly interventionist
policies and, with the assistance of a number of donor agencies, were
directly involved in agricultural production and marketing. Normally
these projects first involved Government as an equity holder with
management provided by foreigners. Bel Mol, Metenesel, South Pa-
cific Tuna, the Vanuatu Livestock Development Corporation, and
Tanna Coffee were projects of this nature that all shared the same
fate. When the projects failed, the foreigners withdrew, leaving the
projects under state control.

Interventionist policies are particularly prone to failure when ad-
ministered by corrupt government and public officials. These projects

47 In 1998 the average level of tariffs was lowered from 29 percent to 22 percent. Further reduc-
tions are to take place each year up to 2004, by which date the average level of tariffs will have
been reduced by one third.
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made very large losses because of poor project design, unfavorable
market trends, and inept and in some cases corrupt management.
Political connections rather than ability have too often determined
the composition of state enterprise boards and management in
Vanuatu.

The 1980s for Vanuatu were a period of relative political stability,
if not one of economic policy reform. Through the 1990s, there was
increasing political instability culminating in the three governments
of 1996. Since board membership was normally a political reward,
the operations and oversight of state enterprises were adversely af-
fected.

The major initial focus of the CRP was institutional reform,
strengthening the civil service and making it less prone to political
instability and discretion. While much progress was made under the
previous government, the political situation remains volatile and there
is growing populist resistance to the continuation of the CRP. More
recently, the Government has sought greater control over the ap-
pointment of the directors general of ministries.

An important principle of the CRP that is accepted by the current
Government is the need for the private sector to take the lead in
economic development. The role of government is now seen as “fa-
cilitating” private-sector development. This has seen the privatization
of some Government enterprises involved in agricultural production
and recommendations to corporatize and then privatize the remain-
der. The MAQFF has a reduced role to play in production and must
now focus on its core activities of extension, research, and private-
sector facilitation.

However, the capacity of the MAQFF to begin this task is se-
verely limited in two major respects. First, its ranks were severely
depleted by the 1993 civil service strike and by CRP “rightsizing.”
Second, many civil servants do not understand business and are un-
sure of what to do to help business to flourish. Many are uncomfort-
able with leaving such an important task as agricultural development
to the private sector. This is a legacy of the past when the work of
civil servants was focused on developing and overseeing agricultural
projects. It cannot be left to businessmen to tell them how to facili-
tate private-sector development, as businessmen too often tend to
place their interests first and seek positive assistance, if not subsi-
dies, rather than the removal of the impediments to their businesses.

Even if there was a strong civil service administering sound poli-
cies and laws conducive to economic development, development will
not take place unless there is both political stability and reduced
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political interference in the work of the public service. The Review
Team concurs with the conclusions of the 1997 ADB review that
unless Vanuatu is able to provide a more stable form of government,
the environment for private sector investment will remain unsound.

Foreign Investment
The constraints discussed thus far apply in varying degrees to all
agricultural endeavors, from smallholder gardens to plantations
owned by Ni-Vanuatu, expatriates, or foreign investors. Foreign in-
vestment in agriculture and fisheries has the potential to greatly in-
crease the stock of physical and human capital and technology avail-
able to add value to Vanuatu’s natural resources. However, the con-
straints discussed above are a major deterrent to increased, good-
quality foreign investment in the sector.

Vanuatu’s shortcomings and advantages to foreign investors have
been well documented in previous reports and in the 1997 ADB
review. The Review Team does not reiterate them here. An objective
of the CRP is to facilitate greater foreign investment by streamlining
approval processes and providing a “one-stop-shop” in the form of
the Foreign Investment Board (FIB). A law, the Foreign Investment
Act No 15, was introduced in 1998. While a major shortcoming of
the law was a list of activities exclusive to Ni-Vanuatu, this only indi-
rectly affects investments in agriculture, though it has a more impor-
tant impact on inshore fishing activity (see below).48

The first annual report of the FIB released in April 2000 provided
an indication of the progress made in relation to foreign investment
and the impediments that still have to be removed. The FIB an-
nounced that it had failed to achieve its investment targets. In the
period September 1998 to December 1999, there was foreign in-
vestment spending of Vt2.1 billion (about US$16.1 million). Ap-
proved investments for the period totaled Vt13.1 billion. Two major
contributors to investment spending were a tourist resort on Port
Vila and the Santo Oil Mill (Coconut Oil Production Vanuatu). Tour-
ism and manufacturing accounted for 70 percent of foreign invest-
ment in that period, indicating that foreign investment in agricul-
ture and fishing was minimal.

The projects approved to date require a number of years for full
implementation and therefore naturally expenditure last year will be
less than the approved total projects’ expenditures. However, the

48 To address concerns of investors and donor agencies, the Act was reviewed in 1999 and a bill
removing some restrictive provisions was enacted by Parliament on 11 June 1999.
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FIB expressed concern with the slow rate of implementation, ascrib-
ing its causes to inaccessibility of land and refusal to grant duty ex-
emptions. Howard Aru, Acting Chief Executive Officer of the FIB,
had this to say:49

The major difficulties, it seems, are related largely to adminis-
trative barriers. More specifically, these are related to procedures
and qualification criteria for certain incentives and investment
permits/licenses processing time, old and outdated policies to
facilitate investments, and the relaxed attitudes of so many civil
servants involved one way or another in the whole investment
process.

The Review Team discerned some ambivalence among politicians
and civil servants toward foreign investment. Many pay lip service to
it, but are concerned with losing control of their country. Vanuatu
has a small commercial sector and this is already well subscribed by
expatriates and foreigners. There is anecdotal evidence of growing
resentment of the large and widening disparities in incomes and liv-
ing standards between Ni-Vanuatu and the foreign-born.

Summary of Constraints and Policy Implications
The major constraints facing the development of agriculture and fish-
eries in Vanuatu are summarized in Table 2. Also included in the table
is the Review Team’s assessment of the major underlying causes of
these constraints, the steps being taken to address those causes, and
further actions that need to be taken either by the MAQFF or another
ministry. The major constraints identified in this review include:

• Continuing high levels of import tariffs that effectively tax ex-
port industries such as agriculture

• High cost and unreliability of interisland shipping because of
anticompetitive practices, poor communications and high fuel
and other input costs

• Electricity, communications, and water costs that are very high
by international standards

• Complexities in obtaining access to agricultural land
• Lack of competition in retail markets for agricultural products
• Poorly developed and maintained roads, storage, and other in-

frastructure
Many of the constraints are not the result of natural causes. They

are either the result of, or made worse by, inappropriate policies or
regulations. For agriculture and fisheries to develop, these impedi-

49 The Trading Post Vanuatu, 8 April 2000, page 2.
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ments need to be removed. The CRP is addressing some of these
impediments, but not all. Where it is addressing some of the im-
pediments, the actions being taken in many cases do not go far
enough. The MAQFF has an important role to play in working with
the private sector to identify impediments to development, to re-
move any impediments within its responsibility, and to encourage
the Government to address other impediments.

Many of the constraints facing agriculture and fisheries are out-
side of the role of the MAQFF. Most of the policy impediments and
their removal or amendment are the responsibility of other parts of
Government. This does not mean that the MAQFF has no role to
play. The MAQFF should take the lead in identifying these constraints
or impediments to development, undertaking the research necessary
to support the case for reform (including quantifying the benefits of
reform), and working with the private sector in lobbying Govern-
ment to undertake the necessary actions.

The fisheries sector in Vanuatu faces many constraints on devel-
opment, and shares many of these constraints with the agricultural
sector. The potential for development of commercial fishing is lim-
ited by the relatively sparse resource in Vanuatu’s waters. It is also
constrained by the high costs of fishing arising from import duties
on imported inputs, particularly fuel, the lack of capital, and the
high costs of shipping or freighting fish to markets in Vanuatu or
overseas. In the case of processing, additional constraints include the
high costs of electricity and other utilities.

In addition, the development of sustainable commercial fishing
activity in Vanuatu is constrained by the lack of knowledge about
Vanuatu’s fisheries resources and about sustainable catches and the
absence of adequate fisheries legislation, regulations, and manage-
ment plans. Without appropriate regulations there is a considerable
threat to Vanuatu’s fisheries resources from increased fishing activ-
ity, particularly from modern, high-impact fishing operations from
overseas.
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Institutional Capacity in Agriculture
Agriculture Policy

While Vanuatu has a clear statement of overall economic policy in
the form of the CRP document, it has no comprehensive policy for
agriculture. This does not mean that there is no policy direction, as
CRP principles also apply to agriculture. These principles include
private-led development, privatization or contracting out of com-
mercial activities, and user charging for the provision of services.
However, the CRP is macro- rather than micro-oriented. There is a
need for an agriculture policy built on CRP principles that provides
a detailed road map for the development of the sector. In particular,
there is a need to define the role of Government. Many of the con-
straints on agricultural development identified in this review can be
linked directly to inappropriate policies and regulations.

Most of these are economy-wide policies, such as import protec-
tion, distorting taxes, and barriers to entry. Agriculture has also been
harmed by policies and regulations specific to the sector, such as
state involvement in marketing and production. The sector has also
not received much benefit from Government agricultural programs,
such as extension and research, because these have been poorly fo-
cused and insufficiently resourced.

A key focus of the CRP is economic development led by the pri-
vate sector. This means that the MAQFF needs to focus on its core
activities. These are:

• Regulating economic activity to address externalities (for ex-
ample, quarantine services and environmental regulations)

• Providing services that are inadequately provided by the private
sector, that is, correcting market failures (for example, the certi-
fication of products such as kava)

• Identifying and working to remove policy and other constraints
on the development of agriculture

These roles if competently carried out would facilitate sustainable
private-sector development and ensure that such development is in
the national interest.

Past governments in Vanuatu pursued noncore activities such as
production, the supply of planting materials, capital, and other in-
puts to smallholders, and commodity marketing. These are not core
activities and recognizing that they are best performed by the private
sector, the CRP has directed the MAQFF to withdraw from these
noncore activities. But while there has been some withdrawal from
these activities, the MAQFF is still in the livestock business, the
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extension service still supplies planting material, as does the VARTC,
and a number of state enterprises, such as Metenesel, have yet to be
privatized. Most of these functions could be provided more efficiently
by the private sector. It is important that MAQFF resources not be
diverted from core functions by noncore activities that could be pro-
vided by the private sector.

A major part of the core activities of the MAQFF in relation to
the sector involve the provision of information. This would include
agricultural extension services focused on technical issues, market
information (relating to trends in demand, prices, and emerging
opportunities), and agronomic and economic research. The MAQFF’s
activity in these areas is justified only to the extent that markets do
not provide adequate information. However, information is a com-
modity that is costly to produce and has market value. It is critical
therefore that the MAQFF does not prevent the development of
markets in agricultural information by providing subsidized or free
sources of information.

Capacity and Activities of the Ministry
In this part of the review the structure, objectives, activities, and
resources or capacity (funds, staff, expertise) of the MAQFF and
each of its divisions are assessed. The objectives and activities are
assessed for consistency with CRP principles. The capacity and per-
formance of each of the divisions are analyzed to determine if the
MAQFF’s overall budget could be reallocated to achieve more effi-
cient outcomes. The discussion then turns to how the various ser-
vices (or core activities) provided by the MAQFF need to evolve so
as to assist rather than hinder the development of markets in agricul-
tural products, supplies, and services (including information). Funds
budgeted in the year 2000 for the various agriculture programs are
summarized in Table 3.

Policy development, market information, and economic research
Programs and activities
The Corporate Division provides policy advice related to the ac-

tivities of the MAQFF, and corporate services to the divisions. It
does research and prepares policy papers.

Evaluation of performance
The Division has no capacity to undertake its functions, since it

has no funding and has only one person in its staff. The corporate,
economic research, and policy development functions and resources
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were to have been transferred to the Division from other divisions as
part of the restructuring.50  Twenty-three new positions were to be
created. However, the Ministry of Finance rejected funding for the
Division in 1999 and 2000, despite the approval of its establishment
by the Public Service Commission. As a result, the MAQFF has no
resources to develop policy based on sound research, and no capacity
to provide advice on ongoing policy issues. It cannot provide the
sector with economic and market research or facilitate private-sector
investment. Finally, it has no capacity to engage in consultations and
necessary cooperative policy development with other ministries.

Future directions
Wide-ranging policy and regulatory constraints hinder the devel-

opment of the agriculture sector. While the MAQFF is not primarily
responsible for removing these impediments, it does have a role in
representing the interests of its clients and can usefully undertake
research to show how these constraints restrict development and to
quantify the benefits that the national economy can derive from their
removal.

A major constraint facing farmers, particularly smallholders, is
isolation from markets, in terms of physical distance and lack of
access to modern communications. The Ministry can play a useful
role in collecting and disseminating market information such as de-
mand trends, prices, and market opportunities, for existing as well
as new products. This information needs to be collected and distrib-
uted in a targeted and cost-effective manner. The Ministry could
make greater use of mass media, including newspapers, video, and
radio, as well as Internet-based delivery of information to central
points, such as an extension facility, where this is feasible.

It is also important to take into account that markets are very
efficient at providing information to prospective buyers and suppli-
ers about opportunities, prices, new technology, and other matters.
The MAQFF has to be sensitive to market developments to ensure
that its services complement, and not compete with, the informa-
tion services provided by the market.

50 The Training and Information Section ceased to exist despite its activities being integral to extension
work. No budget submissions were made to provide staff and resources for training and information
programs in 1999 and 2000, the reason being the directive that those training and information
services were now the responsibility of the Corporate Division. The former Information Officer was
reassigned as Purchasing Officer. The well-equipped training and information facilities, provided
through the ADB-funded extension project in the 1980s, are still found in the Agriculture Division at
Tagabe but without budget provisions.
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Agricultural Extension Service
The Agricultural Extension Service within the Division of Agricul-
ture and Rural Development (DARD) promotes improved crop and
livestock production techniques, particularly on smallholder farms.
The service also assists in marketing and the supply of inputs to
farmers. Broadly speaking, the extension service works to improve
the welfare of farmers by sustaining and improving crop and live-
stock production techniques and facilitating the marketing of agri-
cultural products to raise incomes and to meet the nutritional needs
of rural populations.

Funding for the Agricultural Extension Service in the year 2000 is
set out in Table 3 above. The allocation of funding across the various
extension programs is presented in Figure 9. In 2000, the Agricul-
tural Extension Service accounted for 67 percent of total budgeted
expenditure.

In 1999, a total of 92 staff positions were approved for the Ser-
vice. However budget ceilings restricted staff to 67 filled positions.
Most of the unfilled positions are senior staff positions. Many of the
staff are scattered around the islands where they have been for long
periods on low salaries. Only four extension officers have a univer-
sity degree.

Programs and activities
Tree crops extension. Tree crops extension covers coconuts, cocoa,

coffee, and citrus. The program aims to increase production and

Figure 9: Distribution of Funds Across Extension Programs

Source: Government of Vanuatu (2000)

Tree crops extension (0%)

Other crops extension (3%)

Vehicle and building maintenance (3%)

Extension administration (5%)

Food security project (5%)
Farming system (1%)

Producer organization project (48%)

Belerou project (30%)

Animal production services (5%)

Metenesel (0%)
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quality by disseminating improved planting material and farming
and processing techniques, promoting the development of alterna-
tive uses of crops (in the case of coconuts), and promoting business
awareness and skills. An objective of the cocoa extension program is
the establishment of organic cocoa associations on the islands of
Malekula and Malo.

Service delivery in the case of coconut extension is achieved by
distributing improved planting materials from the VARTC, conduct-
ing training, and assisting farmers in developing alternative uses. In
the case of cocoa, delivery is through the dissemination of planting
material and farming practices, training in basic business manage-
ment, quality control, and marketing, and inspection of dryer facili-
ties before a license is issued. For coffee, service delivery involves
raising coffee seedlings in three nurseries in Tanna, providing train-
ing in field management and processing, and assisting in
the establishment of the Tanna Agricultural Marketing Cooperative
(TAMC) and ensuring its smooth operation. The citrus extension
service ships seedlings to Aniwa and trains farmers in disease and
pest control.

A range of performance measures has been developed for each
service. For coconut extension the performance measure is 47 hect-
ares of new plantings in the four northern provinces and an increase
in the total number of farmer nurseries. Cocoa extension will mea-
sure its performance against the yardstick of 31 hectares of new
plantings of hybrid material, the issue of at least 75 licenses, a 10
percent improvement in bean quality, and better access to markets
for producer organizations. Progress in coffee will be measured against
plantings of 60,000 seedlings and the start of marketing by the Tanna
Agricultural Marketing Cooperative (TAMC). The performance mea-
sure for citrus is the planting by Aniwa farmers of 24,000 improved
citrus seedlings.

Other crops. This program covers food crops and spices. Its objec-
tive is to increase the production of food and vegetable crops for
local and overseas markets, to make improved planting material avail-
able to farmers, and to strengthen market information systems. The
spices program seeks to promote and develop spices, and to improve
quality and production methods.

Service delivery in the case of food crops is done by establishing
marketplaces for local food crops and setting up multiplication and
demonstration plots and on-farm trials. For spices, service delivery
is through facilitating the supply of planting material and providing
market information and training in farming and processing tech-
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niques. The performance measures for food crops are the financial
benefit to farmers from the sales (whatever that means). For spices,
the performance measure is an increase in the total volume of spices
(pepper and vanilla) produced by smallholders.

The other crops extension program had a budget of around Vt7
million (US$53,000) in 2000. This is equal to 3 percent of the total
extension budget of the Service. Of this amount, wages and salaries
account for 77 percent, leaving only US$12,000 for other expenses.
It is obvious that the budget is a major constraint on the provision of
effective extension services to smallholders.

Farming systems. There are two programs on farming systems, the
Farming Systems Development Project and the Coconut-Based Farm-
ing Systems Project (supported by IGPRI). Together, these projects
had a budget of Vt5 million in 2000. The objective of the Farming
Systems Development Project is to investigate and develop sustain-
able, socially acceptable, and viable farming systems and to extend
agro-forestry soil and nutrient conservation technologies to farmers.
The means of service delivery are on-farm research, the establish-
ment of tree multiplication plots for distribution to farmers, and the
compilation of extension “packages” on different farming systems.
Performance is to be measured by the number of farmers adopting
practices to sustain soil productivity.

The Coconut-Based Farming System Project seeks to document
coconut genotypes and their uses, to test intercropping systems on
farmers’ land, and to extend suitable technologies to other farms.
The means of service delivery are the identification of farmers expe-
riencing land pressure, the establishment of on-farm trials, and data
collection. The performance benchmarks are the establishment of
five on-farm trials and the financial and social benefit realized from
an intensified system.

Cooperatives. There are two projects involving rural cooperatives.
These are the Producers Organization Project (POP) and the Beleru
Project. Both projects are sponsored by French agencies. In 2002
the European Union will also support the POP. These two projects
together account for 79 percent of total expenditure budgeted for
the Agricultural Extension Service (see Table 3). The total planned
expenditure on POP for 2000 was Vt120 million (including Vt88
million in “aid in kind”); Vt75 million (including Vt72 million in
“aid in kind”) was planned for Beleru. The Government contrib-
uted Vt32 million for POP and Vt2.6 million for Beleru in 2000—
around 46 percent of its total contribution to the extension service
(Table 3).
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The objective of the POP is to stimulate economic development
in rural areas by developing rural producer cooperatives and im-
proved marketing. The stated means of service delivery are assis-
tance in the registration and licensing of cooperatives where farmers
have indicated an interest, and training in business management,
quality control, and agronomy. The performance targets are the es-
tablishment of at least five cooperatives that operate independently
and successfully, and new markets in organic cocoa, coffee, and kava.

The Beleru project has the objective of establishing a producer
cooperative for the Beleru community. This will be achieved by reg-
istering members, providing a technical assistant with a Ni-Vanuatu
counterpart, training members to manage the cooperative, and as-
sisting in finding markets. The establishment of a legally recognized
production and marketing cooperative serving the interest of its
members and the financial benefits to farmers are the performance
measures for the project.

Animal Production Service. This program aims to promote sound
husbandry and management practices, to improve the breeding stock,
to facilitate marketing, to develop and extend improved pasture and
small-animal feed technologies, and to promote meat hygiene. The
total funding for the animal production service in 2000 was Vt12.8
million, or US$98,000. Of this amount, 76 percent was to be spent
on wages and salaries.

The means of delivering service involve providing training when
required, arranging the trucking and barging of cattle to abattoirs
and restockers, providing improved breeding stock from Govern-
ment and private farms, and establishing rural butcheries to pro-
mote marketing and hygiene. The success of the program is to be
measured against the benchmarks of the delivery of 17 courses, 24
hectares of new and rehabilitated pasture development along with
the establishment of pasture nurseries, the construction of a holding
yard to support marketing on Tanna, the establishment of viable
rural butcheries, and an increase in the number of small livestock.

Evaluation of performance
A US$2.23 million investment loan project from ADB for the Ag-

ricultural Extension and Training Project was implemented between
1983 and 1990. The original project was redesigned midway through
implementation to establish eight farm development centers instead
of establishing experimental plots and demonstration farms, which
was found to be inappropriate. A post-evaluation of the project by
ADB in 1994 concluded that the project was only partly successful
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because “project performance was impeded by acute shortages of staff
and funding resources.” Only three out of the eight farm development
centers were completed, and available fellowships and study tours were
underused. Subsequently, field agricultural extension services were
severely reduced following the 1993 civil service strike that resulted in
low staff morale and loss of experienced staff.

The School of Agriculture, which had provided curriculum-based
certificate-level training in agriculture, was closed in 1983. As a re-
sult, 95 percent of current front-line extension workers in the Divi-
sion are not appropriately trained. Staff had been recruited from the
Young Farmers Program, and when this program was terminated,
school leavers were recruited. Thus it is not surprising that the pro-
vision of agricultural extension services is weak and ineffective.

The reduction in staff following the implementation of the CRP
further worsened the capacity of the Division to provide extension
services in the villages. There was no proper manpower needs assess-
ment for the Division, or for the MAQFF in general, to determine the
most cost-efficient manpower requirement that would enable the
MAQFF and its divisions to fulfill their mandates effectively.

Extension services are handicapped by a lack of extension support
materials due to the absence of funding for the now idle information
unit. Field extension staff receive no in-service training. Infrastruc-
ture for extension service staff is inadequate. There is a lack of trans-
port for field extension staff and staff housing is in disrepair. As a
result, the field extension staff are not technically equipped to sup-
port and advise farmers. There is also no proper mechanism for link-
ing VARTC research and the Extension Service, resulting in little
dialogue between the two services.

In 1998, the Extension Service became involved in organizing
farmers through the establishment of formally instituted coopera-
tives (generally referred to in Vanuatu as “producer organizations”).
This initiative has been driven more by the VARTC than by the
Extension Service. Around 80 percent of the tight budget for the
Extension Service is now spent on programs designed to develop
and assist producer cooperatives.

There is no cost recovery in the provision of extension services
and, at least until recently, planting material is made available free of
charge. This is inconsistent with CRP principles that require each
ministry to pursue cost recovery, particularly in the provision of ser-
vices that could be provided by the private sector. Agricultural ex-
tension may be justified given the early stage of development of com-
mercial farming. However, there comes a point where such free or
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subsidized services act as a barrier to the development of private-
sector extension services.

There is also no contracting out of extension services. Such ser-
vices were identified under the CRP as a priority area for outsourcing,
yet the decision was made not to contract out these services. Given
the high proportion of MAQFF funds spent on extension and the
poor return on funds spent, the option for contracting out should be
reviewed.

The future of extension
Since independence, the Agriculture Division has operated a farm

extension service aimed at increasing the knowledge and, it is hoped,
the productivity of the smallholder sector. The Extension Service has
also been involved in promoting new and improved planting materi-
als and the growing of diversification crops. While lip service has
been paid to marketing assistance, most extension has been focused
on growing rather than selling crops. This has sometimes had the
unfortunate consequence of growing crops for a nonexistent market.

The Agricultural Extension Service in Vanuatu has limited capac-
ity because of funding cuts and because qualified and experienced
staff have not been available to replace those who have left the ser-
vice. The closing of the School of Agriculture in the 1980s, the 1993
civil service strike, and the rightsizing exercise of the CRP have all
weakened the extension service to a point where it is no longer effec-
tive. There are not enough extension staff to serve smallholders and
in many cases the information they provide is of little use to
smallholders.

The future of extension services in Vanuatu needs serious consider-
ation. Extension accounts for 67 percent of the DARD budget, yet it
is not clear that the current program is contributing at all to agricul-
tural development. Areas to be examined include the scope of exten-
sion activities, who should provide extension, and who should pay.

A high proportion of extension activities (78 percent of funding
for extension programs) are devoted to the development of rural
cooperatives under the POP and the Beleru Project. In consulta-
tions, concerns were put to the Review Team about the dominance
of collective projects in the Ministry’s agricultural programs and
whether this was an effective use of these funds, which were being
drawn away from other effective means of providing extension ser-
vices, particularly the use of mass communications to reach farmers.
The concept of agricultural cooperatives was very much the fashion
in the 1950s and 1960s. But cooperatives set up in various coun-
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tries, especially those driven by public funding support, have not
been generally successful or sustainable.

The international literature indicates that externally induced or
sponsored cooperatives are not sustainable. This experience suggests
that cooperatives, to be successful, need to evolve from informal
farmer groups. When induced from above, cooperatives have gener-
ally failed and in many cases have led to anticompetitive markets and
become a burden on the public sector.

According to Cracknell (1996), the FAO experience has been as
follows:

. . . The overall health of rural organizations, especially farmer
cooperatives, in developing countries—excluding some Latin
American and some more developed Asian countries, such as
Korea and Taiwan—is not good, and particularly poor in Africa
and the Near East. In fact, cooperatives in most less developed
(LDC) and newly industrializing (NIC) countries are undergo-
ing a difficult transition process as they adjust to free market
conditions and diminished government intervention and sup-
port as a consequence of structural adjustment programs and
market liberalization…. Indeed, FAO’s experience gained dur-
ing the past decade in Africa and Asia…has provided new in-
sights regarding the advantages of using more participatory “bot-
tom-up” approaches to building rural people’s self-help organi-
zations, including farmer cooperatives, but starting with the small
informal group as the basic building block. Though this “bot-
tom-up” organization-building process takes more time, field
evidence has clearly shown that the organizations formed are
far more sustainable and self-reliant than their “top-down” gov-
ernment imposed counterparts . . . .

In a World Bank discussion paper, Collion and Rondot (1998,
page 3) observe that:

Legitimacy (of co-operatives) is often a concern—both the legiti-
macy of the organization itself and that of its leaders. Lack of
legitimacy is often the result of externally-induced organizations
that have been formed either by the government or by donors
(such as the case of government-induced cooperatives formed in
the 1960s)…. Donor-induced organizations have emerged pri-
marily to substitute for inefficient public agencies. As such, they
tend to replicate public agencies’ programs…. Both types of in-
duced organizations are often not sustainable and their leaders’
legitimacy remains questionable, as they do not necessarily repre-
sent members’ interests and they are not accountable to them.
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FAO (1996) recommended the following approach to addressing
the sustainability of co-operatives:

. . . In FAO’s view, the solutions to resolving this cooperative
crisis are threefold: (a) improving the quality of legal and policy
reform aimed at “de-officialization” and transformation of ex-
isting agricultural cooperatives and other farmer organization
structures from state-supported rural enterprises into more in-
dependent, farmer-owned and financed cooperative-type busi-
nesses; (b) re-orientation and re-training of existing coopera-
tive/farmer organization managers and government officials so
as to promote more participatory, member-service-oriented ap-
proaches to strengthening farmer cooperative business perfor-
mance; and (c) strengthening of the weak member capital base
of agricultural cooperatives.

Cooperatives, though established to encourage more effi-
cient dissemination of knowledge and to capitalize on economies
of scale in marketing, can introduce economic inefficiencies. For
example, they can reduce the range of buyers a grower can sell to
and prevent them from capitalizing on higher offer prices. Re-
duced competition may not provide incentives for cooperative
managers to continually seek the highest prices for their products
and to continuously seek to reduce marketing and other costs.

The Review Team does not consider anything wrong in principle
with cooperatives as a form of economic organization, provided the
members can make a voluntary judgment that the benefits outweigh
the costs of membership. The relative benefits and costs will vary
from country to country and across historical periods. Whether or
not cooperatives are appropriate to Vanuatu and in which circum-
stances they are appropriate will be revealed only if there is a grassroots
demand for cooperative arrangements. The concept can be intro-
duced, but whether it is adopted should be subject to the wishes of
the smallholders. The Review Team does not advocate one form of
organization or production system over another. In a free market,
one would expect to see a range of arrangements, including coopera-
tives and individual business enterprises.

A fundamental difficulty with cooperatives in practice is that,
through social pressures or exaggeration of benefits, they may be-
come forced on individual growers, who otherwise would not con-
sider the benefits of membership to outweigh the costs of individual
marketing. If this is the case, then cooperatives are not an efficient
way of organizing production and marketing activities. If individu-
als do see net benefits in acting collectively, they will do so. Indeed,
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traditional society has evolved in a way that involves a high degree of
cooperation between members of rural communities. This after all
is the basis for the pooling of capital and labor through firms, part-
nerships, and other forms of business organization. An important
feature of market organizations, however, is that continuation of
membership is voluntary and members can therefore take their re-
sources out and employ them elsewhere. Before spending scarce re-
sources on state-sponsored cooperative arrangements, it is impor-
tant to determine whether these funds could be more effectively spent
on other forms of extension and on the improvement of the capacity
of the Extension Service to provide its core services.

What information should be provided to farmers? Smallholders are
adept at growing a wide range of crops and they have learned their
science by a long process of trial and error across generations of farm-
ers. There is no basis to assume their farming systems are inefficient,
given the available resources and constraints with which they must
deal. Extension could focus on new crops and techniques of which
farmers have not been previously aware. However, the ability of the
extension service to deliver such a service through the traditional means
of one-on-one communication or communication to small groups needs
to be reassessed. Mass communication is a highly efficient means of
communicating large amounts of information to large groups of farm-
ers. Unfortunately, Vanuatu’s communications infrastructure is basic,
although most people have access to newspapers and radio. The dis-
mantling of the information unit in the DARD is unfortunate, as this
unit could have focused on mass communications extension.

Another drawback to the information provided by the MAQFF
to growers is that it is still heavily focused on farm activities, with
little resources devoted to the gathering of broader information about
local and overseas markets and opportunities. The MAQFF conducts
no market or economic research and does not publish of statistics,
situation reports, or relevant news.51

Markets are very effective providers of information to buyers and
sellers. There is a range of possible sources of information to small
and large holders. First, private developers and suppliers of seed-
lings, implements, chemicals, and a host of other things have every

51 In 1998, the Food and Agriculture Organization (FAO) assisted, under its TCP funding, the Market
Improvement Project with the objective of “increasing commercialization of agricultural marketing
in the outer islands.” Technical assistance was provided to the DARD to establish a market informa-
tion service within the Division. This was to train extension workers in marketing and to develop
proposals for improving market infrastructure facilities such as storage and market bays in the outer
islands. The Ministry had no funds allocated to this activity in its 2000 budget.
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incentive to provide information in various forms to potential custom-
ers. Second, buyers of produce also have incentives to supply informa-
tion to growers that will improve the reliability of supply and the qual-
ity of produce.

The privatized Tanna Coffee estate operates as a nucleus estate pur-
chasing coffee from smallholders on Tanna. The estate provides assis-
tance and information about the growing of coffee and provides an
outlet for coffee grown by smallholders. Smallholders can bypass the
estate so there is no unequal contractual arrangement. The owners of
the Tanna estate have all the incentives to raise the productivity of
growers, as this will be reflected in lower cost and better quality to
them. The incentives of the growers and the estate are perfectly aligned.

Another form of private extension service is that provided by con-
sultants on a fee-for-service basis. Competition among different pro-
viders can be expected to improve service quality and to reduce the
price of information. At present, only large holders use such services
to any extent. This does not mean that this market will not grow in
the future, particularly if constraints on the agricultural sector are
eased by sound policies. It should be noted that free extension ser-
vices, provided the quality of advice is of any value, could prevent
the development of a service that needs to charge for its advice.

Many view the provision of extension service to be a necessary
service provided to smallholders and believe that its provision should
be subsidized, if not free. One advantage of pricing services is that it
places a clear value on them and growers will be sparing in their use
of such services. They will also be selective, paying only for those
services that create value for them. This provides a useful discipline
on the providers of extension services. If their client base is dimin-
ishing, this is a clear signal that their advice is not wanted. However,
if the public service is not managed effectively, the providers may not
respond to this information in a timely way with the result that they
continue to devote staff and resources, increasingly idle, to provid-
ing unwanted services.

An approach to extension that may overcome some of these prob-
lems and increase the effectiveness of extension services is as follows.
The MAQFF could agree to devote an amount of funds to extension
as a public good or community service obligation. However, to im-
prove the efficiency of its delivery, the service could be contracted
out through competitive tender to private providers. Tenders would
cover such matters as services to be provided, prices to be charged
(to the Government or with contributions by growers), and perfor-
mance targets to be achieved. Current and past extension officers
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could form a pool of resources upon which this service could be
based, although some expatriate officers would most likely need to
be involved in the initial stages, partly to train their local counter-
parts. Where efficient, contracts could be awarded to more than one
firm to allow competition and comparison of performance.

Under the current system, the MAQFF will always have a limited
budget as long as it cannot recoup costs through fees. Even if it is
able to increase its effectiveness, there will always be a limit on the
services it can provide. Not charging for services means that the
services have to be rationed such that those most in need of such
services may not be sufficiently supplied. A more market-based sys-
tem would have the advantage of calling forth increased supply as
demand for services rises and directing those services to areas where
they are more productive.

Agricultural research
The VARTC is responsible for conducting agronomic (cash crops
and food crops) and livestock research and training agricultural staff.52

The services are provided under a contract with the Government.
The Center is partly Government-funded and partly donor-funded.
It is accountable to the Government through a steering committee
chaired by the Director General of the Prime Minister’s Department
and consisting of Government and staff of CIRAD. The VARTC
was created in 1992 and has been managed under contract by CIRAD
since 1994 and headed by a CIRAD-funded expatriate Director.

In 1999, the VARTC had 85 staff paid for by the Vanuatu Gov-
ernment and six expatriates paid by CIRAD. The Government con-
tribution to running the VARTC is made through the DARD bud-
get submission. The Director of the DARD is required to make
budgeted grants to the Director of VARTC quarterly.

Programs and activities
The objective of the VARTC is to undertake, implement, and

manage agronomic research and training in agriculture in Vanuatu.
The VARTC requested funding in 2000 for three main project areas:
perennial crops research, livestock research, and diversification re-
search. Perennial crops research covers coconuts, cocoa, and coffee
research. The VARTC reinforces its research through technical assis-

52 At present, all agricultural research programs, with the exception of regionally funded research initia-
tives, are undertaken by the VARTC, with facilities in Santo. There are no built-up research facilities
on any other islands, including Efate, where the headquarters of all agricultural agencies are located.
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tance agreements with entrepreneurs and cooperative producer groups.
In coconut research, the main priority for the next five years will be to
develop the high-yielding tall Renell/tall Vanuatu hybrid. The coconut
research programs are aimed at improving productivity and increas-
ing value added, replanting old plantations with improved cultivars,
intensifying cropping systems, associating coconuts with other crops
and livestock, and training DARD staff.

The means of service delivery include the production of hybrids
for dissemination, the provision of knowledge on and assistance in
value adding, technical assistance agreements with private or public
partners, advice on companion crop activities and technical commit-
tees, and training on relevant topics. Performance measures include
the production of a number of seedlings of two hybrids, the perfor-
mance of 45 training days, and the provision of three technical docu-
ments and services to the Extension Service and two reports on re-
search activities and results.

Cocoa research and development seeks to promote cocoa produc-
tion through the on-farm trial of improved cultivars, to improve
quality through better post-harvest techniques, and to solve pest and
disease problems. The VARTC is to deliver services by making avail-
able improved cultivars for dissemination, providing technical pack-
ages to improve yield and quality, and producing two reports on
research activities and results.

The VARTC coffee program has the objective of developing cof-
fee production through the production of robusta and arabica culti-
vars adapted to local conditions, increasing quality through improved
post-harvest and processing techniques, and providing solutions to
pests and diseases. The production of cultivars for dissemination
and the provision of technical packages and reports are the means of
service delivery. Performance is measured by the production and sale
of 11,000 seedlings, the performance of 10 training days, and the
provision of two technical documents and two support sessions to
the Extension Service, 30 days of direct assistance to farmers, and
two research reports.

The VARTC also performs livestock research and development,
with the objective of improving productivity through the mainte-
nance and dissemination of pure-breed cattle, research on forage pro-
duction, and national scale genetic improvement programs. It deliv-
ers its services by providing high-genetic-standard animals to farm-
ers, supplying improved forage feeds, promoting a data registration
system, and providing training in artificial insemination techniques.
Its performance targets are 20 genitors spread, 200 kilos of forage
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seed sold, 30 training days performed, two technical documents and
services provided to the Extension Service, and two research reports.

The third VARTC program concerns crop diversification. Activi-
ties under this program include agricultural cooperative promotion
and support, research and development on kava, and research and
development on roots and crops.

The motivation for the cooperative program arose out of the view
that a weak Agricultural Extension Service undermined the dissemi-
nation of VARTC results. To improve on matters, and “following
the directives of the CRP,” it was decided to improve the links be-
tween the VARTC and farmer cooperatives or groups.

The objective of the program is to undertake research and devel-
opment of products or activities that have market potential, “respond
to commercial niches,” and are affordable to farmers organized in
cooperatives or producer groups. The services are to be delivered
through feasibility studies and the provision of support and techni-
cal services to private entrepreneurs and producer cooperatives, in-
cluding advice on processing, packaging, and marketing. The per-
formance benchmarks are the establishment of five producer organi-
zations on three islands (Santo, Malekula, and Tanna), 90 field and
training days, and two research reports.

The VARTC under its diversification program also does research
and development work on kava and root crops. Similar objectives
and means of services are stated such as production of cultivars, tech-
nical assistance to cooperatives, training, and feasibility studies. Per-
formance is evaluated on the basis of the supply of a specific number
of reports, cultivars, and training days.

Evaluation of performance
The Government of Vanuatu invests considerable funds in the

VARTC in the critical areas of research and development and train-
ing. The agriculture sector has virtually no other access to such re-
search and training in Vanuatu. Around 20 percent of the funds avail-
able for agriculture sector programs are directed to the VARTC.
Moreover, through the POP, the VARTC directs a further substan-
tial proportion of the budget available for agricultural programs.
There are two issues. First, the substantial commitment of funds to
the VARTC and to the POP raises concerns that not enough funds
are left over for other programs. Second, it is critical that the people
of Vanuatu receive a rate of return on their investment. Maximizing
the contribution of Ministry activities to the development of the
agriculture sector requires that funds be allocated across activities
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according to the expected economic and social benefits that those
activities generate.

The work of the VARTC has contributed significantly to the de-
velopment of the agriculture sector in Vanuatu. Its work is interna-
tionally respected and the Review Team heard little criticism of the
quality of its research. However, this is not to say that even greater
benefits could be derived from the research. Concerns were raised
regarding research priorities and how the Vanuatu Government and
the private sector could influence these, about the practical relevance
of the research, about the dissemination of research findings through
the Agricultural Extension Service, and about the nonresearch ac-
tivities of the VARTC.

According to the MAQFF Corporate Plan, the VARTC opera-
tionally acts as part of the MAQFF. However, it seems that the
MAQFF, and even more so the private sector, has little influence on
the activities of the VARTC and its research priorities.

Commendable efforts have been made by the VARTC to have
some researchers located at Tagabe to work closely with extension
staff in their respective research programs. However, institutional
linkage between research and extension needs to be reviewed and if
necessary further strengthened to enable DARD’s field extension ser-
vice to have greater and more meaningful input into research priori-
ties. DARD staff raised concerns with the Review Team about the
linkages between the VARTC and the Extension Services. It would
be appropriate for the MAQFF to review the role of VARTC in
serving DARD’s extension service and to ensure that VARTC’s re-
search priorities for Vanuatu are consistent with DARD’s extension
needs.

The performance measures set out in the program narrative for
the VARTC’s research activities are not based on financial perfor-
mance variables. The number of reports, training days, seedlings
produced, cooperatives created, etc., do not indicate how well the
VARTC is performing and certainly not the net benefits accruing to
Vanuatu from this research and extension. The Review Team feels
that better techniques could be introduced for selecting and evaluat-
ing research programs that attempt to take into account expected net
economic and social benefits.

Since 1998 the VARTC has undertaken the lead role in establish-
ing 10 agricultural cooperatives around the country under the POP.
To date, five cooperatives have been established (one each on Tanna,
Malo, and Ambae and two on Malakula). Each cooperative has a
contractual agreement with the VARTC (signed by the VARTC Di-
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rector) with regard to use of funds provided by the VARTC through
the POP (such as revolving funds and funds for the procurement of
materials).

The VARTC, in its report to the Steering Committee in 1999,
considered the POP to be a high-priority project. A project proposal
was prepared in 1998 for donor funding at a total cost of Vt482
million (US$3.7 million) over five years to set up the 10 coopera-
tives. The Government expected to contribute Vt130 million under
the proposal. The remaining Vt482 million, consisting of technical
assistance valued at Vt155 million, was to be funded by potential
donors. Up to the time this review was completed, no donor had
come forward.53

Despite the absence of donors, CIRAD funded two expatriate
staff (a technical adviser for three years and one volunteer for a year)
to start establishing the cooperatives basically following the project
proposal. The Division provided two senior staff and support exten-
sion staff. Since there was no donor funding, the Government was
asked to provide counterpart funding to CIRAD’s initiative. A bud-
get submission of Vt32 million by the DARD for the cooperatives
was rejected; the DARD therefore had no budget for the coopera-
tives in 1999 and 2000. The DARD Director was directed to seek
funding elsewhere within the Division’s own annual budget to meet
the VARTC budget request. In 1999, the DARD could hand over
only Vt4.6 million directly to VARTC for the POP. The Division is
expected to transfer another Vt20 million to the VARTC as counter-
part contribution to CIRAD’s funding for the POP.

Since no budgeted funds were provided for POP in 2000, DARD
was forced to redirect funds from other budgeted programs (or “ac-
tivity savings”) to support the POP. This was inconsistent with the
underlying reform principles for the public service under the CRP,
especially when funds budgeted for other programs had to be redi-
rected to the VARTC.

Encouraging informal farmer groups (not necessarily in formal
cooperatives) through which to channel research and extension in-
formation may be an effective approach to extension. At present it
would appear that the formation of formal cooperatives is very much
initiated and managed by the VARTC, whose primary mandate is to
undertake research. Moreover, it is not clear why the VARTC is in-
volved in extension activities and in particular in the development of

53 It is understood that since the review progress has been made in establishing EU funding for the
POP.
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cooperatives. The DARD’s role is seen as providing personnel sup-
port and funds through grant disbursement. However, control of
the funds for establishing the cooperatives lies not with the Division
but rather with the VARTC.

In a discussion with the Chairman of the Tanna Cooperative, the
Review Team learned that the establishment and support for the
cooperative was driven by the initiative of the VARTC. The Division’s
assistance in the field involves the assignment of one field assistant
in Tanna to help the cooperative.

Future directions for research
Agricultural research has a critical role to play in the development

of the sector. Mechanisms need to be put in place to ensure that
research reflects the needs or demands of the sector. Since the VARTC
is the only agricultural research institution in Vanuatu, there is a
need for greater input into research programs by the Ministry and by
the private sector.54  There is also a need to evaluate the benefits
derived from VARTC research relative to the costs and to establish
more economically oriented performance criteria. Likewise, more
effective links must be established between research and the training
of extension staff who will transmit the information to farmers. The
Review Team notes the VARTC’s frustration with the poor state of
extension services. However, the VARTC has no role in providing
extension services and certainly no role in establishing and support-
ing rural cooperatives.

The Review Team sees some merit in expanding agricultural re-
search activities, by locating a facility on Efate. However, it is im-
portant that such a decision be taken only after a detailed review of
existing research capacity and the requirements for agricultural re-
search in Vanuatu, and a careful cost-benefit analysis of alternative
options. This facility could complement and supplement research on
areas not adequately covered by the research facilities on Santo, such
as root crops, livestock, and indigenous crops. Encouraging a degree
of competition between the facilities could also be of benefit in en-
suring that research continues to be focused on meeting the demands
of research clients. Any proposed research facilities at Efate, as with
the VARTC on Santo, should meet the needs of the private sector as
well as Ministry extension and policy staff. Preferably, for sustainability

54 Consistent with the recommendations made in this review, the Minister announced to a workshop
on the review report (Port Vila, 9 November 2000) that the Government intended to undertake a
review of agricultural research arrangements in Vanuatu.
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and to ensure that its work is valued, the facilities should be self-
supporting.

The proposed research facilities on Efate could also be used for
providing training in agronomy and agricultural economics. The
Government has indicated its intention to consider establishing an
agricultural school or institute on Efate. There could be some syner-
gies and economies in co-locating and linking the school with a re-
search facility. The Review Team would recommend that such a school
provide training in financial and economic aspects of agriculture, in
addition to agricultural science.

Agricultural research in Vanuatu needs to adopt an increasingly
commercial focus. There are a number of practical reasons for this.
First, Government funding sources are very tight and funding for
research is unlikely to increase in the future. Second, the private sec-
tor is also a source of research. Subsidized Government research has
the potential to preclude the development of private research and
development capability. Third, pricing of research provides strong
incentives to ensure that the research undertaken contributes ben-
efits that exceed its costs. Finally, while some research has the nature
of a public good, and as such would not be adequately provided by
the private sector, other research benefits distinct groups of farmers.
Equity, as well as efficiency, requires that in such cases these benefi-
ciaries should meet at least part of the cost of the research. If not,
these individuals are being subsidized at someone else’s expense.

Marketing
The experience with the VCMB indicates that direct government
involvement in marketing is inappropriate. Under the CRP, the
monopoly powers of the VCMB have been abolished and a restruc-
tured VCMB will now have to compete on its own merits with pri-
vate marketers. The Review Team recommends that the VCMB be
privatized as soon as practicable as there is no longer-term rationale
for the Government to be involved in agricultural marketing.

What remaining role, if any, should the Ministry play in market-
ing? The Ministry has a role to play in facilitating private-sector de-
velopment. This does not necessarily mean involvement in the ac-
tual marketing of commodities or the seeking out of new markets on
behalf of producers. The private sector is better placed to do this.
The Ministry can play a useful role in providing research and infor-
mation about market developments in publications and in the me-
dia. In some cases, this research will have direct beneficiaries and
there would be a case for user charges. In other cases the research
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and information would be of a public nature, designed to benefit the
whole sector. In such cases it may be less appropriate to recover full
costs.

The Ministry has a role in promoting Vanuatu’s export produce
overseas by assisting the Ministry of Trade and the Ministry of For-
eign Affairs with soundly based information about the merits of
Vanuatu’s agriculture exports and the opportunities for investment
in Vanuatu. The Ministry also has a role in identifying barriers to
access (put up by governments overseas) for Vanuatu’s agricultural
exports to overseas markets. In this role the MAQFF should support
the relevant ministries in their market access activities and in their
participation in international trade forums. There is a question of
whether the MAQFF should be more actively involved in the devel-
opment of overseas markets. Clearly, this would need to be assessed
on a case-by-case basis. Generally speaking, the Review Team would
consider the private sector to be responsible for market develop-
ment. However, there may be circumstances where the MAQFF can
efficiently provide a market development service to exporters. How-
ever, it would be important to recover the costs of such a service
from those who benefit.

Exports of poor-quality kava in 1998 and poor-quality crops for a
long time have raised concerns among both private operators and
Government officials, leading to support for the consideration of
export quality standards. Markets reward better quality with a better
price. This is a powerful quality control mechanism that has worked
all round the world and throughout history. Quality controls or stan-
dards, apart from those based on health and quarantine grounds,
may reduce opportunities and stifle innovation in product design,
composition, and presentation that “don’t fit” the standard. As noted
above, there are markets for all qualities to suit budgets and abilities
to produce. Some growers may not be able to meet the standard—
should they then be robbed of their livelihood? In any case, quality
can normally be achieved only at a cost and therefore it is not always
the case that production of the higher-quality grades is more profit-
able than the production of lower grades.

Serious thought needs to be given to situations where there is a
prima facie case for export standards. Buyers are very good at quality
control. If their standards are not met they buy elsewhere. But buy-
ers purchase a range of quality grades suited to their purposes. One
justification for standards is that poor-quality supply by one exporter
can damage the reputations and sales of other exporters. This argu-
ment is not strong though. Normally culprits can be discovered and
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penalized by lost contracts and markets are discerning, able to dis-
tinguish reliable from unreliable suppliers. In any case, poor quality
of itself is not the real issue. What upsets buyers is unexpected qual-
ity: being sold something that is not up to their expectations. Again
markets are better than governments in punishing poor suppliers
and rewarding good suppliers. This provides buyers with every in-
centive to maintain standards. However, their decisions to invest in
raising quality must be based on the expected costs and benefits.
Optimal quality decisions will be made on this basis: the most prof-
itable quality mix will be chosen. If governments set excessively high
standards, this can present a barrier to industry development and
competition,55  and unnecessarily raise costs.56

Quarantine and veterinary services
The Vanuatu Quarantine and Inspection Service (VQIS) is a newly
created division that took over the regulatory functions of the former
Departments of Livestock, Agriculture, and Fisheries. The VQIS
has 47 approved positions, of which 35 are currently filled. A New
Zealand aid program is being implemented to strengthen the
Division’s institutional capability. The VQIS is well focused on its
core activities, which are to administer various laws and regulations.
The Division is well served by technical assistance provided by New
Zealand. While staff shortages are a concern, the Division is ahead
of other divisions in the capacity to undertake its core activities.
Moreover, as noted earlier, VQIS has taken steps to contract out
some services and to introduce user charges.

The VQIS practices cost recovery and revenues for the year 2000
were expected to total Vt40,000. Abattoir levies accounted for
Vt22,000, pest management Vt6,000, drugs and animal treatment
Vt3,300, and export permits and certificates Vt4,700. The Division
currently recoups about 40 percent of its total outlay of Vt86,000.

There are, however, a number of issues with cost recovery. First,
costs recovered are poorly related to outlays and poorly related to
the beneficiaries. The level of cost recovery from veterinary services
is also low. This raises some concerns as the VQIS is potentially
competing with private providers of these services. The VQIS should,
over time, work toward full cost pricing wherever possible and in

55 Producers will invariably be consulted about the appropriate standards and these will be based on
what they produce.

56 Tax an activity and it will shrink. Regulate it and it will die a slow death, often bleeding money and
taking large amounts of public monies with it.
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the longer term consider privatizing veterinary services. Another issue
that should be considered in the longer term is the scope for contract-
ing out inspection and quarantine services.

VQIS has a critical role to play in preserving Vanuatu’s natural
resource base from disease and pest threats. Vanuatu’s relatively pest-
and disease-free environment makes a major contribution to food
security and holds considerable potential for the development of fresh
and organically grown food exports. This favorable status cannot be
taken for granted and VQIS must continue to develop its capacity.
In addition to this critical defensive role, VQIS may also play a posi-
tive role of assisting the private sector in capitalizing on Vanuatu’s
favorable pest and disease status. It could do so by negotiating agree-
ments and protocols to ease the passage of Vanuatu’s exports into
other countries. It could also assist organic farmers in developing or
using organic produce accreditation schemes.

Food security issues
Food security is a central policy objective in any sector policy and
Vanuatu is no exception. In the past, there have been a number of
approaches or models adopted to ensure food security, including the
use of trade taxes or subsidies to encourage the domestic production
of basic food products.

Food security is an important objective. Developed economies
take it for granted because markets are developed and operate effi-
ciently. As the experience of countries worldwide has shown, effi-
cient markets provide a high level of food security at least cost. Achiev-
ing food security through import replacement can have the effect of
raising the amount consumers need to spend to obtain their basic
food requirements while at the same time increasing the risks of
shortages. This is particularly the case if it is not profitable to com-
pete with imports and if governments encourage the growing of
crops that are inappropriate to local conditions. From international
experience, the best way to achieve food security at least cost is to
encourage the development of an internationally competitive agri-
cultural sector. The Review Team has identified the factors that have
undermined the competitiveness of Vanuatu’s agriculture sector. The
achievement of a greater degree of food security at lower cost re-
quires the dismantling of these impediments.

Environmental and land use regulation
Agriculture in Vanuatu is subject to minimum environmental and
land use regulations. This may well be appropriate, given the rela-
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tively low environmental impact of traditional farming practices and
the limited development of commercial farming. The Review Team
did not discern any major environmental issues associated with the
sector apart from isolated examples of soil erosion due to monocul-
ture on sloping land, concerns that logging rates may be unsustain-
able in certain areas, fishing pressure near urban areas, and depletion
of trochus on some reefs.

However, there is a need to anticipate adverse environmental is-
sues and to develop appropriate regulations in advance of further
commercial development. Otherwise environmental problems may
emerge and developing industries may prove unsustainable. The cur-
rent position of the Environment Unit is unclear. At the time of the
review there was some consideration being given to moving the Unit
to the MAQFF. Even if the responsibility for environmental protec-
tion is left outside the MAQFF, there may still be a responsibility for
the MAQFF to examine actual and potential environmental effects
specific to agriculture, forestry, and fisheries. The Agricultural Ex-
tension Service could play a more proactive role in encouraging sus-
tainable farming and land care practices along with the Fisheries and
Forestry divisions in continuing to encourage sustainable fishing and
logging practices.

Conclusions and Recommendations
This review of the capacity of the MAQFF indicates that it is not
equipped in terms of staff numbers, staff qualifications, and budgets
to effectively carry out its core activities. This is particularly the case
in relation to policy development, economic and market research,
private-sector facilitation, and agricultural extension services. The
divisions of the Ministry are carrying out noncore activities, such as
some veterinary services and livestock and seedling production, that
would be more appropriately carried out by the private sector. There
has been little examination of the scope for contracting out services,
apart from VQIS and VARTC research, and services that may be
competing directly with the private sector, now and more impor-
tantly into the future, are provided free of charge.

The development of the agriculture sector requires a wide-rang-
ing program of economic reforms and restructuring of MAQFF ac-
tivities. The Ministry, in its current form and with its current re-
sources, does not have the capacity to undertake these reforms alone
and, given the outlook for the Government budget, is unlikely to
receive additional funds from the Government that are necessary to
recruit appropriate staff.
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The Review Team makes the following specific recommendations
with respect to institutional strengthening. There is a need to de-
velop an agriculture policy or strategy. This policy needs to be devel-
oped by all stakeholders in the agriculture sector and formally adopted
by the Government of Vanuatu. The policy will provide a road map
or guidelines for the future regulation of the agriculture sector. It
will define the goals for the sector.

The policy would clearly define the role of Government in the
sector and the mandate of the MAQFF. It would set limits to the
degree to which the Government could restrict and encroach on pri-
vate-sector activities. The policy would also establish a set of prin-
ciples to be followed by the MAQFF in relation to such matters as
contracting out and charging for services provided. The core func-
tions of the MAQFF need to be established, on the basis of the
agriculture sector policy.

The next step in institutional strengthening would be to review
the manner in which the MAQFF is currently conducting its core
activities, including consideration of alternative approaches that are
more likely to result in greater net community benefits. Given these
core functions and the preferred approach to achieving these func-
tions, there needs to be an assessment of the staff and other resources
required by the MAQFF to effectively conduct its core activities.

The Review Team identified a number of weaknesses in the pro-
vision of extension services and in relation to current arrangements
for agricultural research. The adoption and implementation of the
agriculture policy, the subsequent review of core activities, and the
resource needs assessment will address many of these institutional
weaknesses.



Institutional Capacity in Fisheries
Legislation and Regulations

General
The fisheries sector was the subject of several recent reviews57  that
profiled the resource base, assessed the institutional capacity of the
Government, and presented suggestions to develop fishing activity
in Vanuatu. The reviews acknowledged that while there are con-
straints, Vanuatu’s waters could sustain increased fishing effort. A
weakness in the regulatory framework is the absence of a policy docu-
ment explaining the Government’s philosophy and aspirations for
the sector and its strategy for managing development. Apart from
brief statements in the Third National Development Plan, produced
more than 10 years ago, about maximizing development and pro-
moting rational exploitation, there is no recent policy statement for
fisheries.58  Fisheries legislation has been amended on several occa-
sions, but it was introduced in 1982 and is outdated.59

The Review Team identified a number of current issues associ-
ated with fishing activity that are in urgent need of attention. These
include the activities and regulation of vessels registered under the
Vanuatu flag and the export of endangered species. As these issues
are not central to this review, they are discussed in Appendix 7.

In addition to a large amount of domestic legislation that is rel-
evant to the fisheries sector, including the Maritime Zones Act
(1981),60  Vanuatu is also party to important regional and interna-
tional agreements and treaties including the United Nations Conven-
tion on the Law of the Sea (UNCLOS)61  and the Convention on
International Trade in Endangered Species (CITES). Vanuatu is also a
member of the Inter-American Tropical Tuna Commission (IATTC)
and aspires to membership in the Convention for the Conservation of
Antarctic Living Marine Resources (CCALMR). It is active in the

57 Swan (1992), Nichols (1996), Preston (1996), Kailola (1996), Wright (1989), Palfreman and Stride
(1996), Kingston et al. (1996)

58 A draft fisheries policy document was prepared for Vanuatu under an FAO Technical Assistance
Program in 1996 (Preston 1996).

59 Fisheries legislation has been reviewed twice, in Swan (1992) and Amoa (1993).
60 The Maritime Zones Act (1981) established Vanuatu’s internal waters, archipelagic waters, territo-

rial waters, contiguous zone, and exclusive economic zone (EEZ). At present, the EEZ encompasses
an area of about 710,000 sq km. Should the dispute with France over the islands of Mathew and
Hunter be resolved in Vanuatu’s favor, Vanuatu’s EEZ will increase by an additional 30 percent.

61 UNCLOS has provisions for marine scientific research—an issue that has caused concern in Vanuatu
in the past when visiting researchers reportedly did not adequately involve Ni-Vanuatu fisheries
biologists in their work or provide Vanuatu with reports on their findings.
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work of South Pacific regional organizations such as the Forum Fish-
eries Agency (FFA), the South Pacific Commission (SPC), and the
South Pacific Regional Environment Programme (SPREP). With re-
spect to the international and regional fisheries arrangements that
Vanuatu is party to, legislation relating to the international ships reg-
istry, such as the Vanuatu Maritime Authority Act Cap 29 (1998) and
the Maritime Act Cap 131, must be reviewed together with the Fisheries
Act to ensure compatibility.

Fisheries legislation does not accommodate a large number of
regional and international initiatives relating to the management of
foreign fishing effort within Vanuatu’s EEZ and conservation of
marine resources. However, Fisheries (Amendment) Act No. 2 (1989)
does provide the Minister and the Director with broad discretionary
power to manage the country’s fish stocks. The Act gives the Minis-
ter broad authority to decide on licensing conditions, grant exemp-
tions, and implement fisheries conservation and management arrange-
ments.

To date, no fishery in Vanuatu has operated under a formal man-
agement plan, although the Act does contain basic provisions for the
protection of marine mammals and the prohibition of destructive
fishing practices. In addition, the 1983 and 1986 regulations include
licensing requirements for various categories of fishing vessels, con-
ditions to operate a fish processing establishment, and specific con-
servation measures for selected species.

The Constitution,62  the Land Reform Act (Cap 123),63  the De-
centralization and Local Government Act (1994),64  and various
business laws (Chapter 173)65  all have implications for the fisheries
sector. Any review of fisheries legislation should ensure the removal
of any ambiguity and inconsistency and the alignment of domestic
legislation with international practice.

62 The Constitution (Chapter 12, Article 71) ascribes “all land in the Republic as belonging to the
indigenous custom owners and their descendants.” As a result, land in Vanuatu can only be leased by
its customary owners, not sold.

63 The Land Reform Act defines land as “extending from the seaside of any foreshore or reef but no
further.”

64 The Decentralization and Local Government Act (1994) gives broad administrative powers, includ-
ing the authority to enact by-laws affecting marine resource use, to the six provinces. Shefa province
has “formally” adopted by-laws, provided in draft form by the Fisheries Division, and without revi-
sion. Formal approval from the State Law Office has not been received for this by-law and it has not
been gazetted.

65 The Minister for Finance administers business law in Vanuatu. In relation to fisheries, under these
laws the Minister can reserve certain business activities for Ni-Vanuatu only. Further, Schedule 2 of
the business license law exempts fishers from requiring a business license although game-fishing
operators require two licenses issued through the tourism office, not the Fisheries Division.
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There are several possible sources of assistance for a legislative
review so it is not the actual physical review that causes problems for
Vanuatu. The formal adoption of revised legislation presents the most
difficulties. Unless there is sustained commitment that secures the
cooperation of counterpart Government agencies, such as the State
Law Office, any legislative review in Vanuatu runs the risk of not
being implemented.66

The lack of a policy and a poorly developed regulatory framework
are major constraints on development. A good example concerns the
role of provincial governments, which, as a result of being granted
administrative control over an area extending up to 6 nautical miles
from shore, have become more actively involved in administering
fishing activity in that zone. Although there is no apparent basis in
Vanuatu law for this derogation, the current confusion in relation to
the respective responsibilities of provincial governments and the Fish-
eries Division for fisheries in this zone is cause for major concern.

The apparent gradual erosion of the Fisheries Division’s authority
makes the relationship between national and provincial authorities
on coastal fisheries one of the most pressing issues in the sector. In
addition to the difficulties that arise with provincial governments, it
is reported that the Foreign Investment Board (FIB) rarely consults
the Fisheries Division when appraising fisheries investment propos-
als. Unless this issue is addressed soon, the situation will deteriorate
to a level from which it will be extremely difficult to recover.

Offshore fisheries
The Government negotiated an agreement with the Kaoshiung
Fishermen’s Association (KFA), which began in 1989. The agree-
ment allows Taiwanese vessels to fish for tuna in Vanuatu’s EEZ.
Annual license fees of US$5,000 per vessel, regardless of catch, were
established under the agreement. These fees are subject to annual
review, but have not been raised since the start of the agreement.
Under the terms of access, vessels are required to provide catch data
on a timely basis. The agreement has been criticized as being defi-
cient in monetary as well as in compliance terms. Nevertheless, in
the 11 years it has operated, gaining the required support for its
review or renegotiation has proven impossible. There are a number
of areas of concern.

66 The Fisheries Division included a review of the legislation in its 2000 work program. The Forum
Fisheries Agency will undertake the review. The chances of the new fisheries bill actually being
formally adopted will be improved by appointing a lawyer from the State Law Office as a counter-
part for the work.
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First, the real (inflation-adjusted) value of the individual vessel
payment was 45 percent lower in 2000 than in 1989, when the agree-
ment began. Second, the Fisheries Division has been unable to en-
force the terms of access with the longline fleet as a whole, not just
the Taiwanese component, in relation to the timely submission of
catch data, as provided for in each access agreement.67  As a result,
the Division has little knowledge of the dynamics of the fishery, catch
rates, and the value of the catch relative to fees paid. Third, the KFA
agreement does not include many of the Minimum Terms and Con-
ditions for Access by Foreign Fishing Vessels (MTCs).

Many FFA member countries have revised their fisheries legislation
to incorporate the MTCs. This effectively removes negotiations about
MTCs from access negotiations. The 1989 fisheries legislation was the
subject of a major review in 1992 with a view to incorporating MTCs
and other accepted regional and international practices. Since then, other
reviewers have supported the urgent need for new fisheries legislation.
Now that new regionally adopted fisheries management tools are op-
erational, this has become a high-priority task. In addition to the MTCs,
procedures associated with Vessel Monitoring Systems (VMS), for ex-
ample, need to be enshrined in national legislation to maximize their
effect as a valuable tool for Vanuatu fisheries administrators.

More recent licensing agreements, for example, those with the
Tuna Pacific Agency and CKP Fishing Company for vessels operat-
ing out of Fiji, are a significant improvement on the 1989 agree-
ment. Nevertheless, apart from the telex reporting requirements, al-
most all vessels licensed to enter Vanuatu still blatantly ignore the
data submission obligations of their access agreements.

As of April 2000, 14 KFA vessels were licensed, having paid total
fees of US$70,000. Although not a large sum, this represented 31
percent of the Division’s 2000 budget. Without alternative sources
of income, the Division is hesitant to risk these funds by insisting on
renegotiations. In any case, lack of data places officials in a weak
negotiating position as they do not know the value derived by fish-
ers from the existing arrangements and the extent to which pay-
ments could be raised.

Inshore fisheries
The development of commercial fisheries, targeting resources that are
important subsistence fisheries, requires careful consideration. Although

67 Telex reporting, entry and departure reports, and weekly reports appear to have achieved a reason-
able level of compliance.



93INSTITUTIONAL CAPACITY IN FISHERIES

there are few cases of reef fish stocks in the South Pacific being de-
pleted or overexploited,68  fisheries officials in Vanuatu maintain that
there is strong evidence of overexploitation in the local bêche-de-mer
and trochus fishery. While bêche-de-mer is not consumed in Vanuatu,
the meat from the trochus shell is. Even small-scale rural fishing can
adversely affect some marine fish stocks. With a limit on the resources
rural communities can tap for cash needs, and with rising commercial
demand, local communities could quickly devastate rebuilt trochus
stocks unless adequate harvesting regulations are applied.

The Division is completing a trochus hatchery project for reseed-
ing depleted reefs and enhancing existing reef populations. The Aus-
tralian Center for International Agricultural Research (ACIAR) has
provided funding for the project. Although Division staff have mas-
tered techniques to routinely rear trochus, the Division lacks the
budget to extend the results of this program to seed reefs in the
provinces. However, even if there is a successful trochus or clam
enhancement program in rural areas, stocks will not rebuild unless a
regulatory mechanism is put in place to manage harvesting and to
prevent overexploitation.

Two encouraging developments in Vanuatu suggest that, at least
in some locations, it may be possible to replenish local trochus stocks
and subsequently establish sustainable small-scale fisheries. A shell
processor in Port Vila has expressed interest in providing some fi-
nancial support to the hatchery work at the Division.69

Moreover, customary conservation and management practices in
relation to near-shore resources are experiencing resurgence in many
parts of the country. Although such practices are often challenged by
rising commercial demand, they could remove many of the difficul-
ties of the Fisheries Division in managing fisheries from Port Vila
with limited staff and financial resources. It is also important for the
resource to be managed more actively by the communities that are
its ultimate beneficiaries. Successfully integrating the interests of the
industry, the shell processors, the Fisheries Division, and the com-
munity would not only lead to sustainable trochus fisheries but also
serve as a relatively efficient approach to managing other coastal
resources.

68 Some Samoan, Papua New Guinea, Solomon Islands, and Kiribati reefs close to urban centers are
the most notable examples.

69 The proposal by Hong Shell to collaborate with the Fisheries Division on the hatchery rearing of
trochus should be pursued. Because of the superior shell quality, Hong Shell is principally interested
in accessing 6 cm trochus reared and raised in a hatchery. The Fisheries Division is principally inter-
ested in seeding local reefs. Depending on the establishment of a suitably sized hatchery, it should be
possible to negotiate an arrangement that serves the interests of both parties.
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While some small-scale coastal fisheries may be successfully man-
aged with minimal input from the Fisheries Division, other fisheries
will require considerable oversight as exploitation levels increase.
The fishery for deepwater snapper is a case in point. The poulet
fishery in Vanuatu has not reached the harvest levels envisaged under
several relatively large development assistance programs in the 1980s.
However, anecdotal evidence of sales from retail outlets in Port Vila
and Luganville suggests that the level of exploitation is greater than
generally assumed.70 Several reviews have concluded that produc-
tion from this fishery increases significantly only in a subsidized situ-
ation—usually involving foreign aid.71  However, the volume of lo-
cal sales would suggest that even without Government incentives to
develop the fishery, the level of production would still be moderate.
The estimated maximum sustainable yield for this resource, nation-
wide, is between 113 and 300 tons a year.72

There is some interest in developing the capacity to regularly ex-
port poulet. However, the development of this deepwater snapper
fishery is constrained by lack of ice in rural areas, high cost and
unreliable airfreight, and a lack of access to credit among small-scale
fishers. In addition, gaining access to duty-free fuel has increasingly
become a problem for vessel operators.73

In an attempt to address challenges associated with developing
the poulet fishery, the Fisheries Division planned to make a final
effort in 2000 to develop a mechanism for generating a regular sup-
ply of fish from rural communities. With funding supplied through
Vanuatu’s share of payments from the Treaty on Fisheries, the Divi-
sion will place ice-making facilities at two rural locations. A locally
organized rural fishermen’s association will manage the fisheries cen-
ters with the support of the private sector in logistics and transport,
and with Fisheries Division oversight.74  Fuel distribution and train-

70 Anecdotal information suggests that the four main retail outlets for fresh fish sell around 350 kg of
fresh fish daily in Port Vila. There are only two fresh-fish outlets in Luganville. These sell about 60 kg
a day—when they can get supply. Deepwater species account for about 70 percent of sales.

71 See Preston (1996) and Palfreman and Stride (1996), for example.
72 Polovina et al. (1990)
73 In early 2000, commercial fishing operations were delayed for a considerable period while Customs

considered applications for duty-free fuel. The designated Customs officer was reportedly out of the
office, attending an important regional meeting, and no one had been designated to act in his place.
Customs officials also reportedly suspect some fishermen of abusing the privilege of accessing duty-
free fuel, in the absence of sufficient controls to ensure compliance with the guidelines. This matter
urgently needs improved consultation between the Fisheries Division and Customs.

74 Under previous management arrangements for ice-making facilities, all their revenue was paid back
into Government consolidated revenue. As a result, the facilities never had funds for maintenance
and repair. The new plants are proposed for Tafae province and the Shepards in Shefa province.
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ing will be centralized at the centers in an attempt to improve moni-
toring and extension services. Despite widespread skepticism, mak-
ing the primary beneficiaries responsible for the success of these cen-
ters could give them greater incentive to make the centers work.

Government and aid-supported programs providing physical as-
sets such as ice machines or boats to promote fisheries development
in rural areas, have noble objectives but are often misguided. They
could help develop subsidized activity that is uneconomic, wasting
both the fishery resource and the other productive inputs required in
the fishing operation. Moreover, without the technical expertise to
maintain equipment and the commercial expertise to manage small
businesses, rural fishery production will remain below its potential.
With sources of foreign aid and Government funds contracting, large
development initiatives in rural areas should be left to the private
sector. The Division still has a role in rural areas, but it should with-
draw from projects that rely on the subsidized provision of capital
assets.

Although aquarium-life export now has only three operators, it is
a developing fishery and the resource must be managed to prevent
overexploitation. Apart from potential conflict in the actual fishing
areas, involving customary resource owners as well as competing
collectors, indiscriminate collection practices by some collectors have
been reported. In addition, collectors reportedly encourage village
groups to collect wild giant clam from local reefs and transport them
live to Port Vila for sale. On some occasions, many of the clams have
died as a result of being detached indiscriminately from the reef.
Collectors generally purchase only colorful clams; the remainder ei-
ther remain in the holding tanks at the Fisheries Division to be used
in the larval rearing program or are discarded.

If correctly managed, game fishing would appear to have poten-
tial in Vanuatu. However, the game-fishing sector also has several
contentious issues. At present, the Tourism Office, not the Fisheries
Division, licenses game-fishing vessels. Small-scale fishermen criti-
cize some of these of selling their catch to hotels and restaurants in
Port Vila, particularly during the low season for tourists, thus peri-
odically oversupplying the main markets for small-scale fishermen.
There are also complaints that game-fishing boats in Vanuatu do not
practice tag-and-release on a scale that would normally be expected
of game-fishing operators.

Even at today’s relatively low level of activity, contentious issues
besetting the inshore sector require immediate attention. One highly
contentious issue is the role of provincial governments in adminis-
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tering fisheries within 6 nautical miles. In many instances the ar-
rangement is generating conflict—not only between fishermen but
also with respect to the roles of national and provincial authorities.75

The national Government is not likely to reestablish authority over
this coastal area without major challenges.

One way to resolve this issue could be to revise fisheries legisla-
tion such that certain fisheries are declared to be “in the national
interest,” to be administered and regulated only by national authori-
ties. Aquarium-life, deepwater snapper, trochus, green snail, and
bêche-de-mer fisheries should be among these fisheries. While pro-
vincial authorities may be consulted during the preparation of man-
agement plans for these fisheries, responsibility for their administra-
tion and management should rest with the Fisheries Division.

Management Capacity of the Fisheries Division
Two institutions are involved in the fisheries sector in Vanuatu, the
Fisheries Division and the Vanuatu Maritime College (VMC). 76 The
Division has primary responsibility for fisheries administration and
management. The VMC has traditionally trained seamen but, so
many believe, could be involved in training small-scale local fisher-
men as well.

The Fisheries Division had an approved budget of Vt29 million
in 2000—the same amount for the past three years.77  This repre-
sented 4 percent of the MAQFF budget. Externally funded projects
are prominent elsewhere in the MAQFF, but in the Fisheries Divi-
sion they amounted to only 1 percent of aid to the fisheries sector.
As 71 percent of the Division’s budget is committed to salaries and
entitlements, relatively little remained for projects.

The Division in 2000 was expected to generate revenue of Vt35
million, coming principally from fisheries treaties that allow foreign
vessels access to the EEZ of Vanuatu, from licensing and enforce-
ment, and from boatyard activities.

75 There are numerous allegations of graft and corruption in provincial licensing. Moreover, the Fisher-
ies Division is hardly ever consulted on fisheries matters by the Foreign Investment Board  except
when a provincial operator approaches the Division for an export license.

76 VMC is the result of an amalgamation, in 1998/1999, of the Marine Training School run by Ports
and Marine in Port Vila and the Fisheries Division’s Fisheries Training Center at Luganville. VMC is
a limited guaranteed company owned by the Government. The Director of Fisheries is Chairman of
the VMC Board. The VMC shares a site at Luganville with the Fisheries Division.

77 In addition, the Police Maritime Wing allocates about Vt250 million each year to the support of the
RVS Tukoro’s EEZ surveillance activities, which include fisheries surveillance, and the operation of
the national operations center. Australia’s Defense Cooperation Program provides the majority of
the funding required to operate the RVS Tukoro, with the objective of providing 1,200 hours of
maritime surveillance annually.
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Programs and activities
The Division is organized into four programs: resource assessment,
management, computers, and information; rural fisheries develop-
ment; administration; and the Santo boatyard. Resource manage-
ment and assessment activities include licensing and surveillance,
inspection and enforcement, data collection and analysis, stock as-
sessment and management, and the trochus reseeding project. These
are all core activities of a fisheries division, yet the allocated budget
is only Vt13.4 million, or less than half of the Division’s budget.

A similar amount is allocated to rural fisheries development, a
program that includes several noncore activities. This program pro-
vides technical advice on project management, fish preservation and
marketing, duty exemptions on fuel, safety, and data collection to
small-scale fishing projects. These activities could be regarded as part
of a core activity extension program. However, the Community-Based
Fishing Project is going further in its assistance and proposing the
establishment of ice-making units in each of the provinces. A similar
scheme was tried in the past but failed dismally.

The Santo boatyard builds and repairs boats of different sizes for
fishing and other purposes and, when required, makes fishing reels
and oars for fishermen and other private individuals. The boatyard
has had limited activity for some years. Boat building and repair are
noncore activities that, under CRP principles, should be performed
by the private sector.

Evaluation of performance
The Fisheries Division is in an increasingly tenuous position, with
decreasing staff numbers and increasing pressure on limited finan-
cial resources. While it maintains good programs such as the hatch-
ery rearing of shell (trochus and giant clam), its programs in rural
areas are weak. The Division must be strengthened so that it can
engage others more adequately in constructive dialogue on all issues
associated with the development and management of the sector.

The reasons for the weakness in the Fisheries Division are com-
mon to the public service as a whole. Problems associated with a
generally weak staff complement in the mid-1990s were compounded
by the CRP rightsizing exercise, which further decreased employees
in the public service. In the Fisheries Division, rightsizing reduced
the staff ceiling by 29 percent, from 35 positions to 27. The staff size
actually shrank by 44 percent as employees elected to accept redun-
dancy offers. In April 2000, the Fisheries Division had only 15 em-
ployees to perform its activities nationwide. If no major strengthen-
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ing of the Division’s resources occurs, it will be extremely difficult
for the fisheries sector to develop in a manner that is sustainable and
that maximizes benefits to the community.

The Review Team conducted a SWOT (strengths, weakness, op-
portunities, and threats) analysis with Fisheries Division staff in Port
Vila. This analysis provided useful insights into the constraints on
the capacity of the Division to undertake its core as well as noncore
functions. The results of the analysis are summarized in Appendix 9.

Fisheries Division staff indicated that the Division never recovered
from the 1993 strike by public servants. Competent staff who left at
that time never returned to the Division. Similar reasons were cited
for the gradual loss of support for the Division in the public service as
a whole: competent staff in other divisions who understood the work
of the Fisheries Division have also left. The approval of the 2000 bud-
get in late March significantly reduced the possibility of recruiting for
some of the vacant positions during the year.

Both within the Division and elsewhere in the Government, con-
siderable weight is attached to the Division’s capacity to raise rev-
enue. But various factors do not augur well for its financial security:
falling fisheries exports, decreasing income from the licensing of for-
eign longliners as fleet sizes gradually decrease in size, and the fact
that most of the Division’s revenue comes from Vanuatu’s participa-
tion in the Treaty on Fisheries. The pressure to raise revenue, from
so few sources, constrains the Division’s ability to initiate a review
of the bilateral agreement with KFA.78

While many current activities correctly address the principal func-
tions of the Division, improved program design, together with a more
practical corporate plan aimed at making the best use of available re-
sources, could produce considerable gains in efficiency. The efficiency
and performance of the Division, particularly in its relations with other
Government ministries and agencies, and in information management
and data processing, must be substantially improved.

To be effective in carrying out its responsibilities, the Division
should collaborate with other offices such as the State Law Office,
the Environment Unit, the Police Maritime Wing, Foreign Affairs,
the Public Prosecutor’s Office, the Foreign Investment Board, Cus-
toms, the Vanuatu Maritime Authority, and Home Affairs and De-

78 The Fisheries Division expected to generate revenue of about Vt35 million in 2000. Treaty on Fish-
eries payments would compose just under 50 percent of the total, the sale of data books and duty
exemption forms would raise Vt100,000, the boatyard about Vt10 million, and the licensing section
about Vt8.34 million.
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centralization and Local Government Councils. Except where per-
sonal friendships exist, interoffice coordination is generally weak.

Of particular concern is the apparent lack of collaboration be-
tween the FIB and the Fisheries Division on fisheries investments.
The FIB rarely informs the Division about fisheries proposals sub-
mitted to the Board and never calls upon the Division for technical
advice when considering investment proposals. Similarly, the Envi-
ronment Unit is never involved in FIB appraisal processes. This is a
serious oversight which the MAQFF should urge the FIB to correct.

Collecting fisheries data and information for broad circulation to
all interested stakeholders should be a core function of the Division.
But while it routinely compiles data for the principal fisheries re-
sources and presents these in annual reports, the accuracy of that
information is openly questioned by many.

Budgetary and staff cuts have adversely affected rural fisheries
extension, training, and marketing programs. The research and mari-
culture program, building on the technical skills of the staff, appears
to be relatively productive, but apart from occasional surveys for
shell or bêche-de-mer resources, stock assessment activities are ex-
tremely limited. Unless more staff are assigned to the rural areas, the
relations between the Fisheries Division and the rural communities,
which have traditionally been good, could suffer.

Moreover, the current staff of 15 is too small to regulate the fish-
eries sector, facilitate its development, and implement the recom-
mendations of this review. Although it is not the function of this
review to propose a new, expanded staff structure that more adequately
serves fisheries development and management needs, reorganizing
the Division into the broad areas of responsibility outlined in Table
4 below may be beneficial. Naturally, in policy development and
fishery management planning, there should be broad cooperation
throughout the Division, coordinated by its management.

Reorganizing the Division into clear areas of responsibility meets
only part of the challenge to establish its competence to manage
Vanuatu’s fisheries resources. While there is some justification for
adding more staff, the professional capacity of the Division also re-
quires attention. Any reorganization and restructuring must deal with
deficiencies in many critical areas including manpower needs assess-
ment, staff development, office administration, organization and
management, data analysis and interpretation, resource management,
and public relations.

 Remaining staff are technically competent but, according to the
SWOT analysis in which they took part (see Appendix 9), they think
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their performance could improve significantly. Key among their con-
cerns is what they consider to be inadequate compensation79  for the
work expected of them. While they respect the current Director for
his loyalty and dedication to them and to the principles of the Divi-
sion, they say that improved organization, better planning, and greater
professional accountability would lead to improved work performance.
Staff in the provinces also point to the need for improvement in com-
munications between Port Vila and outstations on general and techni-
cal matters. In addition, while it is to be lauded for the regular produc-
tion of an annual report, the Division shows obvious weakness in the
handling of fisheries data and the quality of its analysis.80

Compounding the funding difficulties was the absence of funding
in the 2000 budget for the Santo boatyard, which had received re-
current budgetary support of Vt9 million in the three previous years.81

The fate of the boatyard is tenuous unless the Division can secure
funding. The Department of Finance has reportedly told the Fisher-
ies Division that it must support the boatyard out of savings from its
budget allocation of Vt29 million.

79 In terms of salary and housing benefits.
80 All the observations noted here basically reaffirm the findings of previous reviews; see Preston (1996),

Kingston et al. (1996), and Nichols (1996).
81 The boatyard has been essentially self-sufficient since 1985, surviving on what is termed the revolv-

ing fund, a petty cash account that was abolished at the end of 1999.

Administration

• Budgets

• Accounts

• Financial

reporting

Table 4: Proposed Activities of the Reorganized Fisheries Division

Information
Services

• Library

• Data holdings

•

Communication

networks

• Newsletter

• Monthly and

annual reports

Monitoring, Control
and Surveillance

• Market intelligence

• Surveillance

• Monitoring

• Regulation

• Legislation

• Control

• EEZ affairs

• Export processing,

food safety

• Observer program

• Offshore Steering

Committee

Technical
Services

• Public

relations

• Extension

• Provincial

liaison

• Technical

advice

• Investment

appraisal

• VMC liaison

• Fishing

Industry

Association

liaison

Research and
Management

• Aquaculture

advice

• Mariculture

• Surveys

• Data

analysis and

reporting

• Fisheries

assessment

• Economic

advice

• Management

plans
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Several options for the boatyard’s future would improve on the
current state of affairs. One would be to transfer the boatyard to
the VMC, but only with an assurance from the latter that the
boatyard would continue to provide services to rural fishermen.
The boatyard would thus have the long-term security it now lacks;
VMC would gain an excellent facility for teaching boat building;
and local requirements for small-vessel construction and repair
would still be met. But the boatyard should operate on commercial
terms, with no subsidy. The workshop, too, should continue to
serve the needs of rural fishermen. It is incongruous to have local
fishermen complaining about the lack of a servicing facility for their
motors while this well-provisioned facility has stood idle for more
than a year.

A second option is to privatize the boatyard, with the owners
providing training on a contractual basis with the VMC. The boatyard
has proven in the past to be a reasonably viable enterprise. It is there-
fore a candidate for privatization or lease to a private operator if the
Government wishes to continue owning it. This would provide greater
incentives for efficient operations. Should the boatyard be required
to meet community service obligations, the Government should fund
the associated costs.

The transfer of the boatyard to the VMC is the preferred option
because, at this stage in the development of the sector, Vanuatu is
seriously in need of suitable training facilities. Under VMC manage-
ment, given the performance of the facility since 1985, it should be
possible to run the facility profitably, while at the same time address-
ing critical training needs. A drawback with this approach is that a
Government-owned boatyard could compete unfairly with private
boat builders and repairers, and could prevent the development of a
private boat building and repair industry.

The transfer of the boatyard and the workshop from the Division
would reduce its activities, apart from administration, to two pro-
gram areas. The activities of Program A would include research,
mariculture, monitoring, control and surveillance (MCS), and infor-
mation management; the rural development activities of Program B
would be focused on extension services to the provinces.

The fisheries sector can expect to receive improved service and
benefit from the VMC. Although the College’s primary focus is on
providing seamen for local and foreign fishing and cargo vessels,
with the Director of Fisheries as the Chairman of the VMC Board, it
should be possible to ensure the fisheries training requirements are
largely satisfied through programs offered at the VMC.
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However, the transfer of the fisheries training center to the VMA
by the Fisheries Division troubles some Fisheries staff. They are con-
cerned that the assets of the Division are being pulled out from un-
der them and that the Division’s capacity, particularly in relation to
rural programs, is slowly being subsumed by the VMC. While such
a perception persists, the VMC facility will not be able to approach
its potential in terms of contributing to fisheries development. It is
in the national interest to see to it that this potential to be achieved
and so all concerned parties should make every effort to collaborate
in rural fisheries development.

There is considerable potential benefit from developing a close
relationship between the Fisheries Division and the VMC. VMC
staff should develop constructive consultative arrangements with
Fisheries Division staff based in Luganville. The activities at the VMC
in which Fisheries staff should be automatically involved include:
developing strategies and programs for rural training; providing in-
put to course content for fisheries curriculums at the VMC; assist-
ing in identifying the training needs of fishing enterprises; and par-
ticipating with VMC staff in training programs.

The VMC should appoint counterpart Ni-Vanuatu staff to all ex-
patriate-occupied positions, although budget limitations may affect
the pace at which that can be achieved. Under the direction of the
Chief Executive Officer, the VMC’s Fisheries Officer should be re-
quired to deal directly with the Fisheries Division in fisheries training
matters. The position of Fisheries Training Officer at the VMC, pos-
sibly supported under a bilateral aid program, should be established.
The appointee would take responsibility for coordinating all fisheries
training work, with significant input from the Fisheries Division, and
for coordinating with the Division on fisheries extension needs. The
Division and the VMC should work together in promoting a mutu-
ally beneficial program of action to address rural fisheries extension
and fisheries training needs.

Conclusions and Policy Implications
It is of national importance that a sustained effort is made to in-
crease the economic contribution of the fisheries sector. Detailed
recommendations are set out in a fisheries sector reform strategy
matrix in Appendix 8.

The potential for increasing the benefits from this resource lies in
several areas:

• The development of mechanisms for consultation between Gov-
ernment agencies
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• The development of formal consultative arrangements between
the Fisheries Division and the private sector, through fishermen’s
associations

• The implementation of a formal fisheries policy through a pro-
cess involving all stakeholders

• A review of fisheries legislation to ensure consistency with the
fisheries policy and with international agreements and regional
fisheries legislation

• The development of fisheries management plans based on the
new fisheries legislation

• The institutional strengthening of the Fisheries Division to en-
able it to undertake the core activities arising from the fisheries
policy and enshrined in fisheries legislation

Consultative arrangements between Government agencies
There is a need to develop consultative mechanisms for relevant
Government authorities and industry to work with the private
sector in implementing management and development strategies.
There is a need for a Consultative Committee that brings together
agencies such as the Fisheries Division, the State Law Office, For-
eign Affairs, the FIB, the Police Maritime Wing, and the VMA.
These are the key agencies associated with the regulation of fishing
by Vanuatu or foreign-flag vessels in the EEZ and Vanuatu flag
vessels elsewhere. In addition to addressing the management of
EEZ resources, the Committee could also deal with flag-state re-
sponsibility.

Consultative arrangements with the private sector
A formal consultative mechanism with the private sector needs to be
established. It would be beneficial if commercial operators explored
opportunities to cooperate in fisheries management. Co-manage-
ment of fisheries has proved a very useful means of extending the
Division’s ability to develop and enforce effective fisheries regula-
tions.

The consultative process could be moved along if fishermen formed
associations.  These could be the formal link between Government
and industry for dealing with future management concerns. The as-
sociations could draft constitutions or codes of conduct to provide
guidelines for operating in each fishery. If the Government commit-
ted to dealing only with members of associations on licensing and
management issues this would have the potential to evolve into a
responsible arrangement for managing the fishery.
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Policy and legislation
The legislative and management framework for the fisheries sector
requires considerable strengthening. A formal fisheries sector policy
needs to be developed and implemented with the participation of all
stakeholders in Vanuatu’s fishing sector including Government agen-
cies, fishermen, processors, traditional owners, NGOs, and environ-
mental interests. This policy will set forth development objectives
for the fisheries sector. These will form the basis of fisheries legisla-
tion and will define the mandate and core functions of the Fisheries
Division.

The fisheries legislation must be reviewed and amended to ensure
that it is consistent with the fisheries policy and that it provides the
necessary mechanisms to enable the Fisheries Division to manage
the resource according to the objectives of the policy. The legislation
also needs to reflect Vanuatu’s commitments under regional and in-
ternational fisheries and environmental agreements.

Management plans
The new fisheries legislation will provide an improved basis for the
adoption of management plans to ensure that fishing activity is sus-
tainable and in the national interest. Management plans should be
developed and implemented for the principal fisheries including tuna,
game fishing, aquarium-life, shell, bêche-de-mer, and line fisheries.
A tuna management plan (TMP) for the EEZ needs to be developed
and implemented.

Tuna
Several issues need to be addressed if Vanuatu is to realize the

potential of its tuna resource.  Suggested actions include:
• The formation of an Offshore Fisheries Management Commit-

tee involving representatives from the private sector, VMA, FIB,
Foreign Affairs, and the State Law Office

• The discussion by the Committee of the recommendations of this
review and the development of an action plan to address them

• The assignment of priority action to the review of fisheries legisla-
tion; the drafting and implementation of a tuna management plan;
the development and implementation of a strategy to encourage
shore-based fresh tuna export operations; and the review of bilat-
eral access agreements and management and conservation issues
associated with fishing vessels operating under the Vanuatu flag

• The review of arrangements for access by foreign vessels to
Vanuatu’s EEZ tuna resources
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It would be useful if the TMP could be completed before the
Convention for the Conservation and Management of Highly Mi-
gratory Fish Stocks in the Western and Central Pacific takes effect,
possibly sometime before the end of 2001. This is because under the
Convention, any conservation and management arrangements for
the high seas will have to be compatible with in-zone arrangements.
Other FFA member countries have already completed TMPs for their
own zones so it should be reasonably straightforward to prepare a
TMP for Vanuatu, with FFA assistance. However, as with fisheries
legislation, the major constraint on preparing the management plan
is not so much the limited means for obtaining assistance as it is the
absence of effective implementation processes.

During the last 12 years, the Treaty on Fisheries has provided a
valuable source of funding support for the Fisheries Division. While
Vanuatu has not benefited by being able to gain access to the 85
percent share of Treaty payments based on catches, it has benefited
from two other components of the Treaty—a 15 percent share dis-
tributed equally among the Pacific Island parties and a facility known
as the Project Development Fund (PDF). These payments amount
to about US$230,000 annually for Vanuatu.82  While the 15 per-
cent share is paid directly to consolidated revenue, the Fisheries
Division has gained direct access to the PDF. The PDF has pro-
vided critical support for the activities of the Division during the
last decade of contracting recurrent support from the Government.
In 2000, it provided an estimated 43 percent of the Fisheries
Division’s income.

Although the current terms and conditions of the Treaty do not
expire until June 2003, nonrenewal of the Treaty arrangements could
have adverse financial implications for the Division. It is important
that the Division begin to enhance its image and role among politi-
cians and the bureaucracy so that, should Treaty funds expire in 2003,
the Division will be well placed to generate support for increased
government funding.83

82 Vanuatu receives about Vt16 million from the 15 percent share and Vt15 million through the Project
Development Fund each year. The Treaty on Fisheries is due for review in 2003. If some of the
resource-rich FFA member countries think that they would be better off licensing US purse seiners
on a bilateral basis, as has been rumored, Vanuatu’s revenue from the regional purse seine fishery
could be reduced to a negligible amount.

83 The administrative and financial terms of the Treaty are reviewed at five-year intervals. It may be that
some Pacific Island parties think they could extract greater relative benefit from the US fleet under a
bilateral licensing arrangement than under an extended multilateral agreement. If such bilateral ar-
rangements were to occur, the Fisheries Division would lose a significant component of its current
financial support.
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It is unlikely that Vanuatu is receiving appropriate compensation
under the access arrangements with Taiwanese fishermen. As the agree-
ment has not been reviewed since it began in 1989, it is probably not
going to make much difference if it runs for another year or two. In
any case, the Taiwanese albacore fleet is going through difficult times,84

so it is probable that, should Vanuatu press the KFA for higher fees,
the Taiwanese fleet will choose to end the arrangement. As a result, in
the short term the Fisheries Division’s resources would be more pro-
ductively focused on coordinating the implementation of a strategy to
attract sashimi operators to base in Vanuatu rather than the likely
unproductive exercise of engaging the KFA in renegotiation of the
agreement.

With an effective administrative framework in place, priority
should then focus on exploiting an improved economic and invest-
ment climate that will gradually develop as a result of CRP reforms,
to attract shore-based investment in the tuna industry. There is a
need for the Government to address issues associated with the devel-
opment of domestic tuna fishing operations, namely the relatively
high costs of power and diesel fuel and the operation of interna-
tional airfreight carriers. If the Luganville airport is upgraded, in
addition to the Tanna upgrade that has been completed, if diesel fuel
is priced competitively with the rest of the region,85  if electricity
charges are reduced and international airfreight is available and com-
petitively priced,86 opportunities may develop for viable exports of
sashimi-grade tuna.

Game fishing
The Fisheries Division has developed a program to facilitate pri-

vate-sector interest in promoting Vanuatu’s recreational sports fishery.
Without effective regulation, further growth in the game fishery will
lead to increased conflict with other coastal fisheries. The Fisheries

84 See Lightfoot (1997).
85 The commercial price of diesel in Vanuatu is around Vt93.8 per liter. The Government price is

Vt81.5 while the duty-free price to fishermen is Vt60.13 per liter for category A and VT64.6 per
liter for category B fishermen. The cheapest fuel, at Vt60 per liter, is 35 percent more expensive than
the regional average and, combined with the high electricity charges that would be imposed on shore
facilities, is the major impediment to the development of the domestic tuna industry.

86 Air Vanuatu in theory has a monopoly on international airfreight, but Pacific Air Express, a Brisbane-
based company, has received political support to commence fish-shipping operations. Air Vanuatu
operates three flights to Brisbane weekly, five to Sydney, and two to Melbourne, with an average of
2.5 tons available on each flight for cargo. Although fish would compete for Air Vanuatu’s cargo
space with kava (Air Vanuatu shipped between 100 and 150 tons of kava in 1999), Air Vanuatu
could compete aggressively for fish exports. It could offer connections to Japan through New Caledonia,
Fiji, or Australia with expected rates for volume shipments in the range of US$2 to US$2.50 per kg.
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Division should establish a Sports Fishing Management Committee
with representatives from the game fishing industry and tourism sec-
tor. The Committee should assign some priority to developing a code
of conduct for operating in the industry and implement a program to
promote Vanuatu as a sports fishing destination.

Inshore fisheries
Although some commercial operators may successfully establish

relatively small operations on some of the outer islands that may
raise local management concerns, the logistical difficulties of estab-
lishing commercial operations mean that inshore fisheries are cur-
rently not in need of heavy regulation. However, to assist the Divi-
sion in addressing its mandate to manage and regulate these fisher-
ies, it would be beneficial if commercial operators explored opportu-
nities to cooperate in the responsible management of the fishery.

Important small-scale and subsistence fisheries in rural areas could
benefit from well-targeted extension and training services. A sug-
gested mechanism for achieving this is through the formation of a
Rural Fisheries Working Group consisting of the Division and the
VMC. The Group should be primarily responsible for:

• Developing programs that use the assets and expertise in the
VMC and the Fisheries Division to serve the fisheries extension
needs of rural communities

• Using shared resources to develop and implement curricula at
the VMC that addresses the training needs of small-scale fisher-
men

Aquarium-life fishery
The aquarium-life,87  shell, bêche-de-mer, and, in the medium term,

poulet fisheries all require a resource management plan. In addition,
a working group should be established to assist in the delivery of
training and extension services to rural fishermen. The game fishery
also needs a management plan that will address current interaction
concerns with other coastal fisheries.88 While the review of fisheries
legislation should clearly describe the responsibility of the Fisheries
Division in managing these fisheries, management plans should be
developed in partnership with industry and other interest groups.

87 There is an internationally accepted protocol that could form the basis of a management plan and a
code of conduct for aquarium-life exporters in Vanuatu.

88 The game fish industry is currently licensed through the Tourism Office. The legislative review
should resolve difficulties that this alignment currently causes for the Fisheries Division in managing
the fishery.
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Vanuatu is likely to attract increasing interest from international
markets seeking access to marine aquarium-life resources. To man-
age the expected growth in this industry, it is recommended that
existing operators and the Division collaborate on the development
and implementation of a management plan for the fishery.

Prospects for effective fishery management would be improved if
operators formed an association, with a constitution or code of con-
duct, developed in association with the Division, that provides guide-
lines in relation to accepted practice for the industry in Vanuatu.
Such an initiative from industry would help implement an effective
management plan.

Shell fisheries
Although it would be preferred that shell exporters form an asso-

ciation that could contribute to the development of a management
plan, the Fisheries Division may have to maintain a proactive role in
managing shell-collecting fisheries. This conclusion is based on the
history of infringements detected among operators in the fishery.

The proposal for shell processors and the Fisheries Division to
collaborate to dramatically increase the juvenile trochus production
from hatchery facilities warrants closer study. Any such venture would
have to be the subject of a binding agreement regarding the opera-
tion of the facility. It would also have to stipulate the arrangements
for the distribution of juveniles, with some being made available to
processors and the rest being used to enhance local reef populations.

Institutional strengthening
There is an urgent need to address institutional issues particularly in
relation to:

• The strengthening of the Fisheries Division in administration
and management, corporate planning, structure, functions and
activity areas, data acquisition, analysis, and reporting

• The role of the Vanuatu Maritime College and its relationship to
the Fisheries Division

• The relationship between the Fisheries Division and the provin-
cial governments and the FIB in the administration of near-shore
fisheries

• Vanuatu’s responsibilities as a flag state



Recommended Policy Reforms and
Technical Assistance
General Issues

The Government of Vanuatu has made a commendable beginning to
public-sector and economic reforms that will increase returns to ag-
ricultural activities and, as a result, the contribution of the sector to
future economic development. However, many constraints on the
development of the sector remain. Most of these are in the form of
inappropriate policies and regulations that have the effect of penaliz-
ing agricultural and fishing enterprises.

Economic reform is difficult politically because there is a range of
competing interests that benefit and lose from reform. Governments
must weigh those competing interests and decide on appropriate
actions in terms of the benefits to the community as a whole.  Many
of the constraints on development benefit relatively few, though in-
fluential, vested interests. These include such things as import li-
censes, public utility monopolies, and tariffs. At the same time the
majority of the population is disadvantaged by these interventions.
The Review Team believes that none of the policy and regulatory
constraints on the development of agriculture and fishing are in the
public interest, and these should therefore be removed as soon as
practicable.

Many of the constraints on agricultural and fisheries development
are economy-wide and beyond the responsibility of the MAQFF.
However, these constraints must be removed if development is to
gather any momentum. The MAQFF will need to work closely with
the private sector and with other Government agencies to advance
these reforms. It must have the capacity to undertake the research
necessary to quantify the costs that these constraints are imposing
on the sector, and to demonstrate the benefits of reform. Agriculture
and fisheries—the private sector as well as the MAQFF—must enter
the mainstream policy debate to ensure that policy directions adopted
for the Vanuatu economy are consistent with the development of
competitive agriculture and fisheries.

The Review Team has identified the need for clear policy state-
ments for both agriculture and fisheries. For agriculture, such a policy
statement is of national importance, given the dominant role of this
sector in the Vanuatu economy. This statement would include, among
other things, a vision for the sector, a set of objectives, agreement on
what needs to be done to achieve those objectives, and a strategy for
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implementing the policy.89  The policy should set an agenda for eco-
nomic and institutional reform in the agricultural sector. The roles
of the private and the public sector need to be agreed on and care-
fully defined. A set of guidelines for the Ministry and the services
that it is to provide must also be agreed on.

All stakeholders in the Vanuatu economy must develop the policy.
It should be a national policy rather than a Government-imposed
policy. It should be driven by the Vanuatu people rather than im-
posed from abroad. That said, the policy should be formally adopted
by the Government.

The development of an agricultural and fisheries policy was beyond
the terms of reference for this review. This is a task for the Govern-
ment to undertake, in consultation with stakeholders. The Review
Team recommends that technical assistance be sought to assist the
Ministry in this task. The Review Team can, however, offer its views
on the policy principles and strategies that in its view, based on an
analysis of the sectors, would contribute to the development of the
sector, to sustainable income creation, food security, and other eco-
nomic and social objectives. Throughout this review a large number
of recommendations have been made to advance specific policy initia-
tives and to refocus the Ministry on its core activities. These recom-
mendations could be adopted within a Vanuatu agricultural and fish-
eries policy, if judged to be appropriate and sensible.

While certain principles for a sensible policy can be suggested
(and these principles form the basis of the CRP), the details of the
policy, strategies for implementing the policy, and the role of the
Government in the sector involve many choices. Often these choices
will depend on the specific circumstances of Vanuatu such as the
stage of development of the market system in Vanuatu, local cus-
toms, the relative emphasis placed on individual and social or collec-
tive welfare, views about desirable distribution of income, and the
tradeoff between environmental and development objectives. These
are issues upon which the Review Team is not qualified to com-
ment. But regardless of the choices made, any policy adopted must
be owned by the people of Vanuatu if it is to provide a stable, endur-

89 The necessary reforms will be beyond the capacity of the Government to implement immediately,
and the capacity of the economy and society to absorb such far-reaching policy change must be
assessed. The appropriate transition period (the period over which a reform is to be completed) will
depend on the circumstances surrounding the particular impediment. That said, many of the impedi-
ments identified in this report impose ongoing costs in terms of stifling income and wealth genera-
tion in the sector. It is therefore imperative that the impediments be removed in as short a time
period as is practicable.
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ing, and predictable platform for investments by people in agricul-
tural and fishing enterprises.

The capacity of the MAQFF is extremely weak. To begin to un-
dertake the reforms recommended by the Review Team, the Corpo-
rate Division must be allocated funding for its proposed structure.
This will provide a team of economic and policy analysts to focus on
identifying and removing development constraints and to partici-
pate in the policy development process.

In its current form, the MAQFF does not have the capacity to
take the lead by itself in the development of policy, although it has an
important contribution to make. The Department of Economic and
Social Development, providing the necessary policy expertise, should
assist the MAQFF.

The Ministry has a number of shortcomings in the performance
of its core functions; moreover, it performs several noncore activi-
ties. Confusion about the role of the Ministry needs to be clarified
before further institutional reforms are contemplated. The agricul-
ture policy statement should set clear guidelines on the role and ac-
tivities of the MAQFF. Refocusing the MAQFF on its core activities
will in itself help to address capacity constraints by allowing the avail-
able resources to be more productively employed. At present staff
resources are diverted to activities that are better performed by the
private sector or should not be performed at all.

Following the adoption of the policy, a set of activities and pro-
grams should be established to support the role of the Ministry iden-
tified in the policy statement. A resource needs assessment must also
be undertaken to ensure that adequate resources are available to the
Ministry and that these resources are allocated across the various
activities in a way that is consistent with maximizing the value of the
Ministry’s services.

In general, technical assistance and other donor support have
not always benefited Vanuatu’s agriculture and fisheries sectors to
the extent envisaged. Most donor agencies and ADB now recog-
nize this. Few projects can be considered to have made a sustained
contribution to the development of the agriculture sector and the
economy in general. Many donor-sponsored agriculture projects
that involved the establishment of agricultural enterprises had di-
sastrous consequences. Moreover, since capital inflows associated
with donor support have, on average, accounted for 20 percent or
more of GDP since independence, the consequences for the value
of the vatu have been considerable. These capital inflows have re-
sulted in a higher exchange rate, undermining the ability of rural
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producers to compete on international markets. Donor support can
also undermine self-reliance in Vanuatu. The incentives to face hard
choices have often been undermined by the availability of donor
support.

Another issue to consider is the capacity of the Government and
the Ministry to manage and participate in donor-sponsored projects.
Projects should be implemented within the capacity of the Govern-
ment so as to fully realize the potential benefits of the assistance and
to harness the Government’s contribution to the projects’ direction
and success. There is also the question of project sustainability. In
relation to the strengthening of legislation and regulations, this re-
quires that the Ministry have the technical capacity to administer
policies and regulations. Such expertise can be developed and sus-
tained provided the local counterparts have the time to take a major
role in the project alongside technical advisers.

The Review Team has made a number of recommendations for
assistance for consideration by ADB and other donors. Given the
wealth of international evidence to draw support from, the Team
does not doubt that implementing the recommendations made in
this review will markedly improve the performance of agriculture
and fisheries in Vanuatu. The Government and the MAQFF should
carefully consider the Ministry’s capacity to undertake many of the
reforms without donor assistance.

Past reviews and studies have made sensible recommendations
for policy reform in agriculture and fisheries. However, these re-
forms have been “left on the table” because the capacity did not
exist for translating the recommendations into concrete actions and
legislation. The Review Team therefore recommends that future
assistance be directed at taking the next step and assisting in imple-
menting the reforms by strengthening the capacity of the Govern-
ment and the MAQFF to institute a reform process. This will in-
volve convincing the Government and the people of Vanuatu that
these reforms must be put in place because they will generate net
economic and social benefits.

Proposed Assistance to the Agriculture Sector
The Review Team has drawn up a cluster of technical assistance
projects and an investment project designed to strengthen the capac-
ity of the Ministry. The objectives of the assistance will be to help the
Government promote economic growth in agriculture and to create
opportunities for Ni-Vanuatu agricultural smallholders to increase
their incomes and improve their livelihood. The suggested assistance
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is based on the Team’s analysis of the sector and its conclusions as to
how donors, including the ADB, could best assist the Government
in developing the agriculture sector.  Detailed proposals for assis-
tance in agriculture are contained in Appendixes 10 to 18. In sum-
mary, the assistance will entail the following:

• Vanuatu National Agriculture Policy. The objective of this TA is
to assist the Government in establishing and managing a partici-
patory process involving all stakeholders in agriculture. The pro-
cess will lead to the development and implementation of a na-
tional agriculture policy accepted by stakeholders, the Govern-
ment, and the major political parties. This policy would provide
a set of principles to guide the Ministry in determining its role
and core functions.

• Human Resource Development Plan for MAQFF. The TA is de-
signed to assist the Government in a comprehensive assessment
of the core activities of the Ministry and the human resources
needed by the MAQFF to effectively play its role as envisaged in
the national agriculture policy. This TA is conditional on the
completion and Government approval of the policy.

• Project Preparation for the Vanuatu Agricultural Development Ca-
pacity Building Project. The TA will formulate a sector invest-
ment project to strengthen the capacity of the MAQFF and other
relevant agencies to promote growth in agriculture and to create
opportunities for smallholders to increase their incomes from
farming. It will identify detailed project components and costs,
programs and activities, scheduling of activities, investment ben-
efits, implementation risks, and funding arrangements. The TA
is conditional on the adoption of the policy and the recommen-
dations of the human resource needs assessment.

• Vanuatu Agricultural Development Capacity Building Project. The
loan project will assist the Government in promoting growth in
agriculture and in creating opportunities for smallholders to in-
crease farm incomes. It will seek to rebuild the institutional ca-
pacity of the MAQFF to enable it to play a more effective role.
Institutional capacity will be strengthened in policy development,
agricultural extension services, and research programs. The start
of this project will be conditional on the adoption of the policy
and the recommendations of the human resource needs assess-
ment TA.

Besides these technical assistance and loan project recommenda-
tions, other areas of assistance were suggested to the Review Team.
A number of people advocated technical assistance for the develop-
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ment of the indigenous nuts industry. While there has been some
private-sector development, these advocates of assistance felt that
the further development of the industry was constrained by a lack of
knowledge and of institutional capacity in the Ministry to support
the development of the industry. There was also a recommendation
for technical assistance for the development of organic farming.

The Review Team, given the experience of other countries and of
Vanuatu itself, does not consider it appropriate to single out a par-
ticular product or group of products for technical assistance. If prod-
ucts are commercially viable, the private sector generally does not
require Government or donor support to encourage development.
The development of the indigenous nuts industry will benefit from
the policy recommendations contained in this report that will re-
move impediments to development in agriculture and the economy
in general. It will also benefit from the general institutional strength-
ening technical assistance recommended above.

This assistance is designed to establish an enabling policy envi-
ronment to further encourage and complement private-sector in-
vestment, local and foreign. Strategies will be developed and imple-
mented for agricultural smallholders and rural communities to con-
tribute to and benefit from the development of the sector. To achieve
these objectives, the proposed assistance envisages an effective work-
ing partnership and close collaboration between appropriate Gov-
ernment agencies, particularly the MAQFF, and the private sector
in Vanuatu. Line ministries such as the MAQFF would need not
only to be responsive to needs of agricultural smallholders but also
to be institutionally predisposed and to possess the institutional
capacity to facilitate and promote private-sector participation and
development in agriculture. The assistance will establish the insti-
tutional framework and capacity necessary to formulate and imple-
ment an investment loan from ADB. This will maximize the return
to the community from the investment in institutional capacity.
The recommended TA projects are designed to meet the following
objectives.

First, it must be decided how Government should regulate activ-
ity and provide services to the sector. This requires an agricultural
policy, agreed on by all, that clearly sets forth the future role of the
Government in the sector and the means of fulfilling that role.
Through the technical assistance, ADB or other donors would assist
the Government in instituting a process of developing a national
agricultural policy that involves all stakeholders including the pri-
vate sector, NGOs, appropriate Government agencies, community
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leaders, and political leaders. The policy must be approved by the
stakeholders and sanctioned by the Government, the major political
parties, and Parliament. The technical assistance will be jointly over-
seen by the MAQFF and the Department of Economic and Social
Development.

Second, once the core functions of the MAQFF have been deter-
mined, it will be necessary to examine alternative approaches to iden-
tify the most efficient means of delivering services or achieving ob-
jectives.

Third, the resources (funds, personnel, skills) required to effi-
ciently undertake the activities associated with the core functions
must be determined. How those resources are to be obtained or
financed must also be considered. For example, which activities should
be publicly funded, and which services should beneficiaries pay for?

Proposed Assistance to the Fisheries Sector
Please align this section more with the summary, and make it more
parallel with the section on fisheries below. Perhaps the proposed
TAs in support of the REDI program and forestry should be pre-
sented here in this section and not in the summary, where I feel they
detract from the argument.

Generally weak legislation, the lack of a policy, the absence of
management plans, poor coordination or communication between
relevant Government departments, private-sector indifference, and
increasing confusion concerning the role of the provinces—all these
mean that a great deal must be achieved before the sector can ap-
proach its potential. The Fisheries Division can start addressing some
constraints, but its success will depend on broader reform in the
public service. The principal requirements are greater accountability
and professionalism in the public service, the removal of political
manipulation, and a conscious effort to promote rather than hinder
private-sector growth.

The long-term objective of the assistance to the sector is to
strengthen the capacity of the Fisheries Division to efficiently pro-
mote the sustainable development and management of the fisheries
sector in Vanuatu so that its contribution to the country’s economic
growth improves. This will be achieved by strengthening the institu-
tional capacity of the Fisheries Division to effectively administer in-
creased activity in the fisheries sector. While the basic framework of
policy and supporting legislation is being implemented, the Divi-
sion will begin developing a broad participatory approach, involving
other Government departments and authorities and the private sec-
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tor, to implementing effective management arrangements for the
sustainable development of the sector. Key partners in this effort will
be representatives from the industry.

The following is a summary of the recommended assistance.
• Development of a National Fisheries Policy. The TA, which will have

a term of six months, will promote the sustainable development
and management of the fisheries sector in Vanuatu by strength-
ening the capacity of the Fisheries Division to effectively man-
age increased fishing activity. It will assist in the development
and implementation of a national fisheries policy. The policy
will be drafted with the participation of all relevant Government
agencies, central and provincial, the fishing industry, and all other
stakeholders. The TA will also assess the status of fisheries and
related legislation with respect to their consistency with the policy
objectives, sound fisheries management principles, fisheries legis-
lation adopted in the region, and Vanuatu’s commitments under
regional and international agreements. Any required revisions in
the legislation will provide the basis for the implementation of a
functional legislative framework for the future sustainable devel-
opment and management of the sector.

• Institutional Capacity Building for the Fisheries Division. At the
same time, a second TA, which will be in place for a period of
five years, will begin improving the institutional capacity of the
Division. It will identify weaknesses in management, corporate
planning, structure, functions, and activity areas; develop con-
sultative mechanisms for Government authorities and industry;
and implement management plans for the main fisheries.90  The
TA will also:
– Formalize the relationship between the VMC and the Divi-

sion
– Work with the policy and legislative TA to formalize responsi-

bilities and the relationship between the Fisheries Division,
provincial governments, and the FIB in the administration of
near-shore fisheries

– Resolve issues associated with Vanuatu’s responsibilities as a
flag state

90 The Review Team has not recommended a loan to rebuild the institutional capacity of the fisheries
sector. This is partly because fisheries management authorities, properly functioning, have the capac-
ity to generate funds through cost recovery of management services and through the granting of
access to fishing grounds. However, it may well be that funds are required in the initial stages of
institutional strengthening to assist in building up a management and enforcement capacity. The
Review Team suggests that the investment loan for agricultural capacity building could be extended
to cover the needs of the Ministry as a whole, including the Fisheries Division.
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– Address constraints to the development of domestic tuna fishing
operations, namely the high costs of power and diesel fuel and
the operation of international airfreight carriers, and develop a
strategy to promote growth of this industry

– Develop a program of support for private-sector interest in pro-
moting the potential of Vanuatu’s recreational sports fishery

All previous reviews have recommended funding to support an
adviser’s position in the Division.91 A positive development in this
respect is that the approved staff structure for the Division includes
a post for an adviser to the Director in a line position. Besides being
able to acquire very quickly a detailed understanding of the fisheries
sector, and to develop and apply management procedures, the indi-
vidual recruited for the position should be capable of running a se-
ries of graded training courses for Division staff in a broad range of
relevant managerial, professional, and technical areas. The adviser
would be required to address all areas of need identified above.

To avoid the failures of past assistance to the fisheries sector, the
adviser should be included in a program structured for implementa-
tion over a period of five years. In the short term, the adviser should
be assisted under a series of short-term consultancies to address spe-
cific needs such as the implementation of new fisheries legislation and
the development and application of fishery management plans, per-
haps funded under parallel financing arrangements with other donors.

Proposed Assistance to Forestry
In discussions with stakeholders in the Vanuatu forestry sector, the
Review Team learned of the substantial progress made in putting
effective institutional arrangements in place. To build on this work,
the Review Team recommends the following assistance (details are
provided in the appendixes).

• Inventory Assessment of Vanuatu Forest Resources. The TA project will
assist the Government in a comprehensive updating of the inven-
tory of Vanuatu’s forest resources, which is one of the requirements
of the approved National Forestry Policy.

• Development of a Forestry Management Plan. This TA is condi-
tional on the completion of the inventory assessment TA. The
development of forestry management plans will enable the For-
estry Division to bring together and implement the requirements
of the Forest Policy and the Code of Logging Practice that have
been put in place and the proposed inventory assessment.

91 Wright (1989), Preston (1996), and Nichols (1996)
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The development of the sector could be accelerated through more
rapid and reliable processing of investment approvals and logging
lease agreements. A small-scale technical assistance could be pro-
vided to support related management activities.

Other Assistance
Capacity Building for the Development of Provincial Development Mas-
ter Plans. The Government has adopted a decentralization policy.
The objective of this TA is to assist provincial governments to insti-
tute participatory and consultative processes within the Rural Eco-
nomic Development Initiative (REDI) approach to provincial devel-
opment plans.92 REDI has been recognized by central and provincial
governments as an appropriate planning and coordinating mechanism
for provincial development planning.

92 REDI is a “bottom-up” planning approach developed by several ministries to plan and coordinate
infrastructure and other service provision to the outer islands.



APPENDIX 1

Outline Terms of Reference for the Review Team

Overview
The small-scale technical assistance (TA) will assist the Government in un-
dertaking an analytical and diagnostic exercise as well as a consultative pro-
cess, over a period of two months, to arrive at a concise review of the pro-
ductive sectors agriculture and fisheries. The review will allow the Govern-
ment to decide on the most appropriate assistance that will strengthen the
economic impact of these sectors.

Three international consultants will carry out the necessary analyses and
prepare a report to be discussed by the Government and ADB. The consult-
ants will comprise specialists in (i) agriculture, particularly with experience
in Pacific Island countries and their comparative advantages; (ii) fisheries,
particularly with experience in regional fishery systems; and (iii) primary
sector economics. The primary sector economist will act as team leader and
perform the necessary coordinating and management tasks. The team will
report to the Director General of MAQFF. Their report will prioritize needed
interventions and suggest outline terms of reference for subsequent TA or
investment activities.

Outputs of the TA
The TA will consist of two phases, with Phase 1 concentrating on analysis
and diagnostics. Together with assigned counterparts, the sector specialist
will review opportunities as well as concerns and problems in the productive
sectors. Particular focus will be given to the sectors’ current and potential
impact on:

• Exports (foreign exchange)
• Food security (if and where this is an issue)
• Employment
• Income generation
The analysis will also focus on the policies, services, and institutional frame-

works required for optimal impact in the following, among others:
• Marketing and market information
• Policy and regulatory framework for investment
• Research and technology
• Extension services
• Infrastructure
• Quarantine
The results of these analyses will be presented and discussed at a work-

shop at the end of Phase 1, with concerned stakeholders participating.
In Phase 2, options and related strategies for policy and service improve-

ments to catalyze private-sector investment will be developed.

Proposed Methodology
Vanuatu had its last National Agriculture Census in 1994 and developed a
fisheries sector master plan and National Fisheries Policy two years later.
AusAID produced profiles of all important agriculture crops in 1998. Re-
cently, the Ministry of Agriculture, Quarantine, Forestry and Fisheries has



VANUATU: AGRICULTURE AND FISHERIES SECTOR REVIEW 2000120

finalized its restructuring and produced a corporate plan. Hence, the TA
should not merely repeat or update past sector reviews but should use this
information to clearly and succinctly define areas where comparative advan-
tages can be pursued for overall economic growth.

The review should clearly identify the mandate of the Ministry of Agri-
culture, Quarantine, Forestry, and Fisheries and assess its institutional capa-
bility to fulfill this mandate. In particular, the links between the Ministry, the
Vanuatu Commodities Marketing Board (VCMB), and the Vanuatu Agri-
cultural Research and Training Center (VARTC) should be assessed and the
necessary structural changes proposed. The TA will be guided overall by the
goals of the Government’s Comprehensive Reform Program.

The definition of Vanuatu’s comparative advantages must also proceed
from an assessment of the potential of indigenous crops, such as the rainforest
nuts nangai and navele, not only with respect to the export of the fruits but
also the timber value. Coconut plantations abandoned by the landowners
after independence in particular offer potential for rapid gains in produc-
tion.

Reporting
The main report shall not be longer than 50 pages, including an executive
summary, and shall use ADB’s Handbook of Style and Usage. The key eco-
nomic indicators and economic analyses should be presented first, and graph-
ics and visuals should be used as much as possible. The presentation should
be such that within, say 4-5 pages, the reader can get a clear and overall
picture of the sectors, their past and present contribution to the national
economy, their economic potentials, and persistent concerns and problems.

The individual sector reviews shall be descriptive, focusing on opportuni-
ties and constraints. However, clear organizational charts highlighting the
institutions involved and the links between them must be shown. A con-
cluding chapter shall describe possible prioritized interventions with clear
objectives and scope for each.

A draft final report shall be submitted to the Government and ADB. Any
comments shall be received within 10 working days and shall be incorpo-
rated as appropriate in the report by the consultants within one week. The
final version of the report shall be distributed in 15 hardbound copies and
one diskette version to the Ministry, and three hardbound copies and one
diskette version to ADB.
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APPENDIX 2

Persons Consulted

Terry Adlington General Manager, Tanna Coffee Estate
Glen Alo Fisheries Extension Officer, Sanma Province Fisheries

Division
John Aruhuri Manager, Chamber of Commerce, Port Vila
Wayne and James Armitage Aqua-life Exports Ltd.
Edward Atteridge Public Reform Adviser (ADB), Department of Strategic

Management
Ken Barnett Chief Executive Officer, Vanuatu Maritime College
Reinhard Baer Senior Veterinary Officer (South), Vanuatu Quarantine and

Inspection Service
Lonny Bong Livestock Officer, Agriculture and Rural Development

Division, MAQFF
Robert Bohn President, Vanuatu Maritime Services Ltd.
Steven Boe Senior Livestock Officer, Agriculture and Rural

Development Division, Santo
Gerard Colla Consultant, ADB-funded Frontline Institutional Support

Project
Bernard Dolacinski Director, VARTC/CIRAD, Santo
Rowan Downing State Law Office
Peter Fane Manager, Government Business Enterprise Unit
Terry Gardner Public Prosecutor’s Office
Adam Gerrand Principal Forest Utilization Officer, Forestry Division
Bruce Gleeson Job Fish Vanuatu Ltd.
Thomas Gloerfelt-Tarp Resource Specialist, Pacific Operations Division, ADB
Graham Hack General Manager, Coconut Oil Production Vanuatu, Santo
Perry Head High Commissioner, Australian High Commission
Richard Holstein Finance Adviser/Cargo Development Manager, Air

Vanuatu
Peter James Senior Extension Officer (Northern), Fisheries Division
Ronnie Jacobus Senior Administration Officer, Agriculture and Rural

Development Division, MAQFF
Charles Johnson Deputy Director, VARTC, Santo
Nettie Joseph Information Technologist, Fisheries Division
Diekson Kahua Manager, Tanna Agricultural Marketing Cooperative
Richard Kaltonga International Tuna Services
Takatoshi Kamezawa Investment Officer, Private Sector Group, ADB
Catherine Keys Managing Director, L’Pescadeau
Dorosday Kenneth Director, Corporate Services, MAQFF
Cheolghee M. Kim Project Specialist/ Economist, South Pacific Regional

Mission, ADB
Andre Lancon General Manager, AJL Business Consultants and

Managers
Lyn Lambeth, Community Fisheries Officer, Secretariat for the Pacific

Community
Thomas Lavru Pasture Officer, Agriculture and Rural Development

Division, MAQFF
Vincent Lebot Root Crops Consultant, CIRAD, Port Vila
Euan Lockie Australian Continuous Improvement Group, ADB Project

on Enhancing Frontline Services
David Luders AusAID Consultant to the Agriculture and Rural

Development Division
David Malachi Senior Planner, Tafea Provincial Government, Tanna
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Geoff McConnell First Secretary, Development Cooperation, AusAID
Leo McDonald Job Fish Vanuatu Ltd.
Wick McArther Coconut Oil Products Vanuatu Ltd.
Livo Mele Director, Forestry Division, MAQFF
John C. Millet Alternate Director, ADB Outer Islands Infrastructure

Project
Michael Moriarty Economic Reform Adviser (ADB), Department of

Strategic Management
Felix N’Guyen Research Officer, Fisheries Department
Abel Nako Director General, Ministry Agriculture, Forestry and

Fisheries
Joe Narua Secretary-General, Tafea Provincial Government, Tanna
Peter Napuat Senior Agricultural Program Officer, Agriculture and Rural

Development Division, MAQFF
William Naviti Fisheries Division
Gayle Nelson Gender Issues Adviser, Development of Economic Policy

Division, Forum Secretariat
Jerry Niatu Economist, Vanuatu Reserve Bank, Port Vila
Wesley Obed Surveillance Officer, Fisheries Division
Augustine and Anne Pheu Managing Directors, La Toque a Poisson
George Plant Consultant (ADB), Vanuatu Outer Islands Infrastructure

Project, Port Vila
Charles Rogers Smallholder Development Association, Port Vila
Gilles Roche Consultant for Producers Organization, VARTC, Port Vila
John Russen Vanuatu Maritime Authority
Emil R. Selmen Director, Agriculture and Rural Development Division,

MAQFF
Jean Sese Director General, Prime Minister’s Department
Laurie Sewell AusAID-funded Vanuatu Land Use Planning Project,

Department of Lands
Michael Silona Senior Agriculture Officer (South), Agriculture and Rural

Development Division, MAQFF
Savanaca Siwatibau Director, Economic and Social Commission for Asia and

the Pacific (ESCAP), Pacific Operations Center
Lillian Sokomanu Personal Assistant, Fisheries Division
Naomi Sope Administrator/Accountant, Fisheries Division
Gavin Struthers Principal Veterinary Officer, Quarantine Division, MAQFF
Jeffry Stubbs Regional Representative, South Pacific Regional Mission,

ADB
Benuel Tarilongi Director, Quarantine and Inspection Services Division,

MAQFF
Henry Takau Enforcement Officer, Fisheries Division
Timothy Tumukon Principal Plant Protection Officer, Quarantine Division,

MAQFF
Anaseini T. Vatucawaqa Senior Project Implementation Officer, South Pacific

Regional Mission, ADB
Nikenike Vurobaravu Coordination Adviser (ADB), Department of Strategic

Management
Charles Long Wah Kava Store, Port Vila
James Selwyn Wasi Principal Agricultural Officer, Agriculture and Rural

Development Division, MAQFF
Yankee Wass Farming Systems Officer, Agriculture and Rural

Development Division, MAQFF
Justin West Businessman/Indigenous nuts plantation owner, Port Vila
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APPENDIX 3

ADB Agriculture and Fisheries Report Review Meeting
6 October 2000, Parliamentary Complex, Port Vila, Vanuatu

Introduction
A consultation meeting among members of the ADB Review Team for the
Agriculture and Fisheries Sectors and representatives of the Asian Develop-
ment Bank, the Government of Vanuatu, donors, the private sector, and
nongovernment organizations (NGOs) was held in Port Vila on 9 October.

The report of the ADB Review Team was presented to the various stake-
holders for comment before its finalization and submission to the Govern-
ment of Vanuatu.

The meeting was opened by the Political Adviser of the Ministry of Agri-
culture, Forestry, and Fisheries, Jean Ravo. It was chaired by Nikenike
Vurobaravu, CRP Coordination Adviser, Department of Strategic Manage-
ment.

Conclusions of the Meeting
The participants agreed that the meeting provided a very useful opportunity
for the stakeholders to review and comment on the ADB report. They con-
cluded that:

• The Government of Vanuatu expected the review report to lead to the
development of an overall policy framework that would link the
Ministry’s visions with its corporate plan.

• The report was an assessment, mainly from the economic standpoint,
of issues and constraints that must be taken into account in developing
an overall policy framework for the MAQFF and a strategy for realizing
that policy framework.

• Despite the reservations raised on some parts of the report, the report
had been prepared in accordance with the terms of reference of the ADB
team.

• The discussions on the wide range of issues raised and the proposals
presented in the report were useful, and:
– There was no need to rework the sections of the report that dealt

with the forestry, quarantine, and fisheries sectors.
– The section on agriculture required further work, taking into account

the inputs of stakeholders provided in writing to ADB through the
Director General of the Ministry of Agriculture, Forestry and Fisher-
ies by the end of October 2000.

– References to the objectives and principles of the Comprehensive Re-
form Program in the report must reflect the program’s public-sector
as well as economic and social development scope.

• More emphasis should be given to consultation with the private sector
to ensure that the MAQFF policy framework would allow for a strong
role for the market in the development of the agriculture, fisheries, and
related sectors of Vanuatu.

• The MAQFF urgently required capacity strengthening to effectively
conduct its core functions, especially with respect to:
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– Policy development
– Economic and market research
– Private-sector facilitation
– Agricultural extension services

Existing arrangements for the provision of extension services in Vanuatu
urgently need review. Emphasis should be put on developing the capacity of
the service to use scarce resources in answering the needs of farmers and
promoting their contributions to the growth of the national economy.
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APPENDIX 4

Developments in the Agriculture Sector

Copra
Copra contributed 5 percent of GDP in 1999, similar to its share as in the early
1980s, and 46 percent of merchandise export earnings. Coconuts contribute
significantly to both subsistence and cash incomes of smallholders in Vanuatu.
According to the 1993 Census, 70 percent of rural households had their own
coconut trees. Most smallholders plant coconut as part of a food garden. For
many in rural areas copra is the major source of cash income. Smallholders now
account for about 90 percent of Vanuatu’s copra production.

Copra production fell substantially from 1980 to 1994, and there has
been a major trend in production away from the plantation to the small-
holder sector. Falling world prices caused by the emergence of cheap oil
substitutes such as soy and palm oil, high overheads, and relatively high la-
bor costs in Vanuatu led to the demise of the plantation sector. Some recov-
ery in production, primarily due to smallholder production, has occurred
since the mid-1990s. Smallholders have replanted coconut at a rate suffi-
cient to compensate for the loss of production from senile plantation plants.
There has also been increased planting of improved hybrid coconut, particu-
larly on Santo and Malo. In the short to medium term it is likely that any
increased production will continue to come from the smallholder sector.

A comparative economic efficiency analysis of tree crops (copra, cocoa,
and navele nuts) undertaken by the Forum Secretariat (1998) concluded
that Vanuatu is an efficient producer of copra and other traditional tree crops.
As a smallholder crop copra is viable, although returns to both land and
labor inputs are low.1  For the smallholder the production and marketing
risks are relatively low. Smallholder production would remain viable even at
lower prices, given the alternatives available and the complementary nature
of copra growing in both smallholder and plantation farming systems. Plan-
tations are unlikely to become viable given the price outlook and Vanuatu’s
relatively high cost structure.2

The most important cost is transporting copra to pickup points on the
beach or to Santo or Vila by boat. While areas of senile coconut characterize
coastal areas, smallholder planting is mostly on new ground inland. This has
disadvantages in terms of higher transport costs and displacement of food
gardens to more remote areas, raising the effort required in that activity.
Land that could be used for future food gardens is being drawn into coconut
production. While the need to replant coconut on coastal areas has been
identified, it is hard to persuade farmers to cut down old but still productive
trees. Moreover, soil fertility in old coconut areas may be lower than in new
inland areas.3

1 See ADB (1997). According to this earlier review of Vanuatu’s economy, the average returns per
family day of labor from copra are between 800 and 900 vatu per hectare. The 1993 Census reported
that 34 percent of coconut-growing households did not make and sell copra because of low returns
relative to the benefits of cultivating food and other crops. A shortcoming of the viability studies is
that they do not place a value on the opportunity cost of land and labor in subsistence farming.

2 ADB (1997)
3 Interior planting may also be a means of establishing a claim to land.
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Until recently copra was a prescribed commodity that could be exported
only by the VCMB. VCMB pricing policies, often with Government direc-
tion, partially insulated producers from fluctuations in world prices and sub-
sidized growers. For a number of years, beach prices were above FOB ex-
port prices. The VCMB thus accumulated very large losses, which until 1993
were covered by funds from the EEC’s Stabilization of Export Earnings
Scheme (STABEX). Under the CRP, the legislation giving the VCMB its
monopoly powers will be repealed and the VCMB will be restructured into
a corporate entity competing with the private sector.

In late 1999, Coconut Oil Products Vanuatu commissioned a coconut oil
mill in Luganville.4  By April 2000 production was being maintained at 40
tons of oil a day. The mill sources its copra from smallholders on Santo and
nearby islands. By offering better prices to growers, the mill has diverted
substantial tonnages of copra away from the VCMB and its export markets.
Increased competition for copra supplies may contribute to higher beach
prices and, along with the recent reforms to interisland shipping, will en-
hance the viability of smallholder copra production. However, increased co-
pra production is unlikely to provide a strong stimulus to economic growth in
Vanuatu. Real copra prices have fallen continuously over the past 30 years at
least and are likely to continue falling. Future growth in value added will there-
fore need to be based on increased efficiency as well as more processing.

Cocoa
As in the case of copra, production from cocoa plantations has fallen while
smallholder production has expanded. High capital and labor costs and low
prices have undermined plantation viability. According to the 1993 Agricul-
tural Census, the country had around 3,353 hectares of cocoa plantations in
1993 but had production from only 600 hectares. In contrast, the 1993
Census reported 34 percent of rural households with cocoa, 22 percent more
than the number reported in the 1983 Census. Smallholder plantings were
around 4,000 hectares in 1993.

Cocoa is considered a viable crop in Vanuatu, particularly for the small-
holder sector, for which it is an important cash crop. Cocoa provides a rea-
sonable return to both land and labor and has a low marketing risk. A rela-
tively high value-to-weight ratio makes it attractive compared with copra.
Cocoa is also less labor-intensive than copra and returns to effort are higher.
Vanuatu has suitable conditions for growing cocoa and is less prone to seri-
ous diseases than other cocoa-growing regions. Since cyclones are less of a
problem if plants are protected by surrounding trees, cocoa has an advantage
in that it can be integrated into the food garden or grown under coconut
trees. Cocoa is also a suitable companion crop to kava, offering necessary
shade to young kava plants and providing ongoing cash income after kava
has been harvested.

All cocoa is exported in the form of dried beans. As with copra, the VCMB
was the monopoly buyer of cocoa for export markets. There were a number
of problems with this arrangement. High transport costs to Santo meant
that growers were forced to sell to the VCMB through intermediaries and

4 The mill is a private operation 80 percent of which is owned by Australian and 20 percent by US
interests. It is 100 percent equity-financed.
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were deprived of price premiums for higher grades. The cocoa handling and
storage facilities and practices of the VCMB added to cost and resulted in
deterioration of delivered quality, reducing export prices. With the introduc-
tion of competition following the demise of the VCMB monopoly, buyers
can expect to receive higher beach prices and to benefit from increased effi-
ciencies in exporting.

In the 1980s, the Government promoted cocoa as a diversification crop.
In 1983 it entered into a joint venture in Metenesel Estates Ltd. with the
Commonwealth Development Corporation (CDC) and landowners. La
Caisse Centrale de Coopération funded the Government’s 46 percent equity.
The project failed. The plan had been to develop 1,700 hectares to produce
3,500 tons of cocoa. As it turned out, around Vt400 million was spent de-
veloping only 500 hectares. The project was undermined by high overhead
costs, low yields, and falling prices. The CDC withdrew in 1992, forgave
loans of Vt300 million, and handed the project over to the Government.
The Government continues to operate the project, with operating losses.
Total cumulative losses from the project to date are estimated to be almost
Vt2 million.5  The CRP had proposed the sale of Metenesel but because
offers made were on the low side the effort came to a stop. There is a need to
restart the sale effort.

Livestock Products
The development of the commercial cattle industry in Vanuatu has been
relatively slow. The number of cattle slaughtered in 1998 was comparable to
the number slaughtered in the late 1980s.6  Where progress has been made is
in average carcass weight. Improved herd management has resulted in a 50
percent rise in beef production over the past decade. In 1987, the average
carcass weight was 164 kilos, well below the average weight of 225 in 1998.

The beef industry is composed of a smallholder herd and specialized beef
producers. The 1993 Census reported a smallholder herd of 82,000 head,
with 43 percent of rural households owning cattle.7  This was significantly
up from the 26,000 head reported in the 1983 Census. A high proportion of
sales of smallholder cattle are informal and much of the slaughtering done is
for subsistence.

The development of the commercial beef industry in Vanuatu has been
largely driven by the private sector, although there have been a number of
Government interventions. In the 1970s, abattoirs were established in
Luganville and Port Vila. The Japanese-owned Vanuatu Livestock Company
Limited owns the Luganville abattoir. Most of the beef from Luganville is
exported as high-quality beef to the Japanese market. There are concerns in
Luganville that the Japanese were able to negotiate a very restrictive agree-

5 The Government Business Unit established under the CRP is examining Metenesel and considering
privatization. If the estate can be restructured and made viable, the private sector has the incentives
and financing to do this. If the estate succeeds, Vanuatu will benefit; if not, the estate should be
closed down. Maintaining the project as a loss-making Government-owned enterprise will only mean
a continuing drain on already tight budgets and national income.

6 In 1998, the total number of cattle slaughtered was 15,847 head (7,722 in Luganville and 8,031 in
Vila), below the peak of 18,818 slaughtered in 1994.

7 This was equal to around 50 percent of the national herd in that year.
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ment with the Government preventing the opening of another competing
abattoir for 75 years. Given the high costs of shipping cattle from Santo to
the Vila abattoir, this would effectively give the Japanese firm a monopoly.
Some concerns have also been expressed about the low prices paid to cattle
farmers on Santo.

The abattoir in Port Vila is owned by a public company, with 85 percent
of the shares owned by the Government. The abattoir is privately operated
and cattlemen effectively control the board, ensuring that the interests of the
cattlemen are served. It is understood that while the Port Vila abattoir made
a profit last year, it has accumulated losses.8  There are concerns that the
abattoir pays higher prices than those justified if the abattoir were to ac-
count for depreciation of its assets. The abattoir could be more profitable if
it could get access to more cattle. Most of the beef exported from Vila goes
to the Solomon Islands and PNG. Some believe that high-quality beef is
being sold into markets that do not pay premium prices for such beef, and
that producers would benefit from access to high-quality beef markets.

In the early 1980s, the Government (financed by AusAID) took a 40
percent equity in Bel-Mol Cattle Company Limited, a large-scale cattle project
in South Santo. Other shareholders were Australian cattle interests, 52 per-
cent, and CDC, 8 percent. Commercial operations began in 1987 and a herd
of 10,000 was established. After an initial net profit, successive operating
losses were made to the point where the CDC loan could not be serviced
and additional pasture improvement required for viability could not be done.
Bel-Mol was placed in receivership in November 1992.

The Government owns the Vanuatu Livestock Development Limited
(VLD), which operates a cattle property on Efate. The objective of the VLD
was to provide genetic diversity to cattle farmers in Vanuatu and to encour-
age smallholder cattle holdings. The VLD has been losing money for some
time and the herd has been allowed to run down. The future of the VLD is
currently under consideration.

In addition to beef, Vanuatu has small pig, poultry, and dairy industries.
In 1997, the Luganville and Port Vila abattoirs slaughtered 757 pigs, below
the average of around 1,200 pigs in the previous 10 years. There is one small
commercial dairy producer in Vanuatu, which serves the Vila market. Efate
has two commercial poultry producers. Chicken meat production has expe-
rienced some growth in recent years, while egg production has grown mar-
ginally. Poultry and dairy producers are protected by high import duties and
are unlikely to survive competition at world prices.

Kava
Kava is a traditional crop that has become a major cash crop recently as
well as a major export crop in the last two years. Kava exports rose sharply
in 1998 to 23 percent of merchandise export earnings. A significant growth
in exports to established markets in Europe and the US and the emergence
of markets in the People’s Republic of China and in India accounted for
the surge. Speculative buying forced prices to rise steeply and the rush for
markets created quality problems and reports of unscrupulous dealings.

8 From discussions with the Government Business Unit.
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This situation was unsustainable and both volumes and prices have since
declined. In 1999, kava accounted for 13 percent of export earnings.

The emergence of the commercial kava industry has been an entirely pri-
vate-sector phenomenon with little Government involvement. While kava
has traditionally been used to make a beverage, it has recognized medicinal
properties and there is substantial pharmaceutical industry interest in its natu-
ral ingredients.9

Kava is grown and used throughout Vanuatu. The 1993 Census showed
that 90 percent of households planted kava, up from 40 percent in 1983.
Kava is traditionally planted as part of a multicrop garden, although increas-
ingly bush is cleared to monocrop kava. A number of studies have indicated
that kava provides better returns than any of the conventional cash crops.10

The growing of kava as a commercial product in the food garden has a num-
ber of advantages. Kava, unlike coconuts, coffee, and cocoa, does not tie up
large tracts of land over long periods. It is well suited to traditional farming
methods, farmers are familiar with its cultivation needs, planting material is
readily available, and the plant can be harvested to realize funds when needed.
Labor intensity is relatively low over the entire cropping period, although an
intensive effort is needed in harvest and post-harvest periods. For kava grown
in isolated gardens, a major effort is required to carry kava to the selling
point on road or beach.

There has been limited experience to date in growing the crop monocul-
ture. Little is known about the sustainability of intensive cropping of kava,
in terms of controlling pests and diseases, maintaining soil fertility, and avoid-
ing soil erosion. Monoculture on slopes is also susceptible to erosion and
landslides. Pilferage is becoming a major problem and presents a major dis-
incentive to investment in large-scale plantings. Kava needs shade and so is
ideally suited to growing in food gardens and under coconut trees provided
soil conditions are suitable. Mature kava plants are highly vulnerable to cy-
clones. The risk of cyclones is accentuated as kava is a long-term crop (three
years to maturity and longer to reach maximum harvest). In the food gar-
den, kava is protected from cyclone damage by the surrounding bush.

Kava is used in subsistence, sold to nakamals, mostly in Vila and Luganville,
and exported.11  Most of it is sold green and marketing is highly decentral-
ized. Sales have generally been made directly to nakamals in Vila and Santo,
to traders, or to the VCMB. Kava is perishable and must be consumed within
10 days. Efficient transportation is important to maximize value. The high
land transport costs or effort in carrying kava to beach points has adversely
affected the kava trade. Infrequent and high-cost interisland shipping is also
a problem. Growers may be disadvantaged because they cannot confirm the
weight lost in transportation. Buyers in urban areas are unable to control the
quality of the kava shipped.12

9 Kava has potential uses in the production of antiseptics, expectorants, diuretics, and relaxants.
10 The AusAID-funded Land Use Planning Project (with reports prepared by A. McGregor) examined

the economics of kava production in food gardens and found rates of return to both land and labor to
be high.

11 McGregor (1999) estimated subsistence use to be between 4,200 and 6,200 green tons equivalent in
1998, local market sales 2,500 tons, and exports 3,300 tons. There have been problems in delivering
kava to markets in Vila and Santo and to export markets.

12 Buyers report average losses of 20 percent on arrival in Vila, from washing, rot, and drying out.
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13 This was a joint venture of the Commonwealth Development Corporation, the Vanuatu Govern-
ment (40 percent equity funded by Caisse Centrale), and the landowners, with CDC providing
management.

14 Canarium spp (nangai), Barringtonia spp. (navele), and Terminalia spp. (natapoa)
15 For nangai, it is estimated there is only one bearing tree per hectare in the 300,000 hectares of forest

land. The 300,000 trees are capable of producing 15,000 tons nut-in-shell or about 2,250 tons of
kernel-in-test per year.

Exports have until recently been directed at two markets: pharmaceuti-
cal markets and Pacific kava drinkers. While both the VCMB and the pri-
vate sector, with VCMB authorization, have exported kava, only the pri-
vate sector supplies the pharmaceutical industry. The VCMB has done little
to pursue export markets as a result of both financial and staffing con-
straints. The VCMB in some instances has squashed private-sector initia-
tives by withholding export authority.

There was a proliferation of private exporters in 1998, although about
four companies dominate exports. Kava is exported in dried form and dried
kava for export is now sourced from all over Vanuatu. Growers have clearly
benefited from competition.

Coffee
Vanuatu has a small, struggling coffee industry. While coffee has been grown
for many years, profitable production and exports have been limited. Pro-
duction has fluctuated from year to year over the past two decades without
showing any overall gain. Coffee exports in 1999 were worth only Vt2 mil-
lion, down from Vt14 million in 1997.

In the 1980s, coffee was promoted as a diversification crop and the Tanna
Coffee Development Corporation (TCDC) was established with Govern-
ment and CDC equity.13  The plan was to establish 250 hectares of small-
holder arabica coffee and a 475-hectare nucleus estate with centralized pro-
cessing and marketing. At a development cost of Vt300 million, coffee was
planted on 250 hectares. Prices fell and yields were below expected owing to
disease, cyclones, volcanic ash, and acid rain. As with Metenesel, overheads
were excessive and management was dependent on the availability of a large
amount of labor. CDC subsequently withdrew, sold its equity to the Gov-
ernment for a nominal amount, and forgave loans of Vt50 million. The Gov-
ernment continued to run the project on a caretaker basis, continuing to lose
money. The cumulative loss incurred by the project before it was privatized
was around Vt570 million.

Indigenous Nuts
Commercial interest in the development of indigenous nuts began in 1989
when some individuals began the commercial processing of nangai, navele,
and natapoa nuts purchased from smallholders.14  The Kava Store in Port
Vila and Pacific Nuts Ltd. (PNL) on Santo developed small markets for
indigenous nuts in Europe and Japan. However, the further development of
export markets is constrained by the limited availability of supplies.15

Although there is no organized large-scale planting of indigenous nuts in
Vanuatu, one business in Port Vila has begun planting a combination of
6,000 natapoa trees and 1,500 nangai trees, intercropped with about 2,000
balsa wood plants. The project will produce both nuts and timber.
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APPENDIX 5

Developments in the Fisheries Sector

The commercial fishing industry in Vanuatu has contracted over the last two
decades. First tuna longline operators relocated offshore and then trochus
shell exporters downscaled operations as the raw material became increas-
ingly difficult to source. Since peaking during the late 1990s, bêche-de-mer
production has fallen with a shortage of local stocks reported in most rural
areas. Production from the deepwater snapper fishery has been consistent
but significant exports from this fishery have yet to be established on a regu-
lar basis. However, the expanding population of Vanuatu means that subsis-
tence use of coastal resources continues to increase with subsistence fisher-
men taking an estimated 2,400 tons a year.

Offshore Fisheries
Vanuatu derives little economic benefit from its offshore fisheries resources.
At present, only foreign-owned and -based vessels exploit the resource and
access fees are the only income Vanuatu derives from the resource. So far in
2000,1  20 licenses have been issued to foreign longliners to access Vanuatu’s
exclusive economic zone (EEZ), compared with 13 in 1998 and 26 in 1997.

Some Taiwanese vessels enter the EEZ under a commercial agreement
the Government negotiated in 1989 with the Kaoshiung Fishermen’s Asso-
ciation (KFA). These vessels each pay a US$5,000 access fee. Other vessels
operate under a new bilateral agreement that incorporates many of the Mini-
mum Terms and Conditions for Access by Foreign Fishing Vessels (MTC’s),
developed as a regional standard by member countries of the Forum Fisher-
ies Agency (FFA); these vessels pay US$8,000 annually.

Vanuatu once had a shore-based tuna fishing industry that made a signifi-
cant contribution to export earnings. Depressed markets and falling prices
forced a rationalization of the fleet of 20 longliners based at Palekula up to
1983. The fleet relocated to American Samoa in response to incentives of-
fered by processors there. The Palekula facility fell into disrepair and, apart
from the slipway, the workshop, and electrical equipment, most assets are
beyond repair. The Government is considering a proposal to give the site to
Ni-Vanuatu fishermen in lieu of unpaid entitlements for their service on Tai-
wanese fishing vessels.2

1 Up to the time this report was completed.
2 A previous government entered into a joint-venture arrangement with a Taiwanese fishing associa-
tion to take over SPFC after the longliners that used to be based there were relocated to Pago Pago
in 1983. While little activity occurred at the Palekula base, the company also served as an agent for
placing Ni-Vanuatu on foreign, predominantly Taiwanese, fishing vessels. The entitlements of some
of the fishermen were mismanaged by the SPFC office in Santo. This resulted in the Government, as
a partner in the company, formally accepting liability for entitlements amounting to Vt63 million for
around 113 seamen. As the Government does not have the funds to pay the entitlements in cash, a
proposal is reported to have been negotiated that will result in ownership of the Palekula base being
transferred to the seamen. If that occurs, the fishermen have indicated they may seek a foreign
partner to reestablish Palekula as a fishing base. As Palekula is the only slipway in the country there is
significant overseas and local investor interest in the facility.
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It is reported that 85 Ni-Vanuatu fishermen currently work as crew on
foreign fishing vessels, mainly in other oceans. Two agents in Vanuatu man-
age crew deployment, administer their entitlements, and make disbursements
to families. However, there is no agency that can provide details about Ni-
Vanuatu crew or protect their interests.3

As Vanuatu is south of the major purse-seine fishing grounds in the cen-
tral western Pacific, activity in the EEZ has been sporadic.4  Despite this,
Vanuatu has received substantial benefit as a party to the Treaty on Fisheries
between the Governments of Certain Pacific Islands States and the Govern-
ment of the United States of America, administered by the Forum Fisheries
Agency (FFA). Since the Treaty took effect in June 1987, US seiners licensed
under the Treaty have accessed Vanuatu’s EEZ only in four years, taking
small catches.

Game fishing is the only other offshore fishing activity in Vanuatu. Al-
though still in its infancy, this industry offers good development prospects.
Two main operators managing four boats reported gradual increases in the
number of overseas sports-fishing clients over the last four years, mainly as a
result of extensive international advertising. Given the potential for generat-
ing broad economic benefits for hotels and other linked industries, this fish-
ery requires encouragement and facilitation.

Inshore Fisheries
With no local tuna industry, Vanuatu’s fisheries production is concentrated
in near-shore coastal areas. Shell is estimated to account for 90 percent of
total marine product exports in most years, with an annual average value
during the last decade of Vt98 million. Other exports are aquarium life,
bêche-de-mer, lobster, coconut crab, and finfish. Marine exports have on
average accounted for only 3 percent of Vanuatu’s export earnings during
the last decade.

Commercial activity is limited because, despite Vanuatu’s size and tropi-
cal location, few atolls or extensive reefs surround the islands. Inner reef
areas are limited to narrow fringing reefs and reef platforms surrounding
islands. There are only a few lagoons and barrier reefs, covering an area of
478 sq km. The mangrove and estuarine habitat is even more limited, with a
total area of only about 25 sq km.5

Although the accuracy of data is often questioned, available informa-
tion indicates a significant internal trade in fisheries products. Lobster, fin-
fish, and coconut crab are shipped from all over the country to cater to the
demands of urban residents and tourists, mostly in Port Vila and Luganville.
Deepwater snapper fisheries provide an estimated 80 tons a year to do-
mestic markets, with minor amounts exported. The same markets are also

3 The crew reportedly believe they are on a salary of US$250 per month. The agents allegedly pay each
crew member Vt25,000 per month (around US$190), releasing up to Vt10,000 per month to fam-
ily and relatives designated by the crew member. At a current exchange rate of Vt132:US$1, agents
receive around Vt8,000 per month for each crew member on their books. This is a commission of
over 25 percent!

4 In 1987 a Russian seiner paid US$1.5 million to gain access to the zone. It reported a catch of 12
tons of tuna during the short period it operated.

5 Bell and Amos (1993)
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estimated to absorb 40 tons of shallow-water reef fish and coastal pelagics
each year, although the local consumption of shallow water reef fish is
adversely affected by the presence of the toxin ciguatera in some areas.
Given the Vt400 per kilogram price that coastal fishermen receive for these
fish, the small fisheries have an annual value of around Vt48 million to
coastal populations throughout the country.

Other small-scale fisheries are also important to rural communities. There
are concerns that both the bêche-de-mer and trochus fisheries have been
overexploited, and spot reef surveys indicate bêche-de-mer populations in
many areas are severely depleted. Shell processors report increasing difficulty
securing supplies of raw material. These fisheries have been responsible for a
valuable source of cash income for coastal communities for many years. As-
suming trochus collectors are paid an average of Vt250 per kilogram for raw
shell and the annual harvest averages 100 tons, coastal communities receive
Vt25 million annually from the trochus fishery alone. Other smaller fisher-
ies, principally bêche-de-mer, aquarium-life, green snail, and crustacean fish-
eries, contribute an estimated Vt15 million to local communities each year,
albeit on a more localized scale.

Vanuatu’s largest coastal fishery is the one that harvests a diverse array of
marine and freshwater life for local sale and consumption in rural areas. Ac-
curate figures are not available for the actual size of this artisanal and subsis-
tence fishery, and opinions concerning the value of fish and shellfish to the
subsistence requirements of rural populations vary significantly. According
to the latest population census, the rural population is around 152,000. An
estimated 70 percent live within 2 km of the coast. Although customary
tenure of coastal habitats may limit the scale of exploitation in some areas,
most of this rural population would, at least occasionally, fish to supply sub-
sistence and local cash needs. If 1994 estimates for the size of the subsistence
harvest in Vanuatu are reasonable,6  the subsistence harvest in 2000 would
be about 2,400 tons. This indicates a major fishery, in terms of national food
security.

6 Dalzell and Adams (1994)
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The CRP and the Agriculture and Fisheries Sectors

Strategy

Various

Define the roles of
ministers, political
advisers, and senior civil
servants

Improve public service
leadership

Enhance cost recovery
for appropriate
government services

Rebuild the capacity and
skills of the public service
Implement a
management
improvement plan
Ensure structure and
staffing of each ministry
meet priorities and are
within budget

Review existing policy
and decide on sale or
retention of public
commercial functions
Introduce contracting out

Improve access to credit
Mobilize savings for small
business investment

Policy Areas
and Objectives

Governance and
public-sector
management
reform: General

Enhance the
efficiency and
effectiveness of
the Executive

Strengthen
financial and
economic
management

Improve the
productivity of the
public service

Redefine
commercial
functions of
Government

Encourage Ni-
Vanuatu business
development

Actions and Original Completion Deadline

Various; many of the reforms have been
implemented

Government Act to define boundaries (June
1998)

Create new Director General positions
(completed)

Review policy and regulatory regime for
services and key utilities, and introduce
rational pricing/user charge schemes for
cost recovery

Implement an HRD plan to enhance skills at
all levels
Management plans for all agencies:
corporate plans, program budgeting, and
performance monitoring
Reduce total number employed in public
sector by 10 percent to 15 percent

Set up Government Business Unit
Develop policy paper on commercial
functions
Privatize or corporatise state assets
Review opportunities for contracting out

Establish working committee to promote
Government-NGO cooperation in provision
of social services and rural credit

Governance and Public-Sector Management

Private Sector Development



Specific Role
for MAQFF?

Yes

Yes

Yes

Comments on Reform Progress and Impact on the Sector

To the extent that these reforms produce more stable, transparent,
accountable, and honest government and a more efficient bureaucracy,
the agriculture and fisheries sector will benefit along with the rest of the
economy

Has resulted in less interference by political advisers in the operations of
the various departments

Has not improved leadership; has caused budgets to be reallocated;
positions not filled because of budget constraints; additional layer of
reporting with no benefit. Divisions in effect still operating as autonomous
departments

Cost recovery introduced in quarantine and inspection services, cost
recovery in fisheries to some extent, but no cost recovery in agricultural
extension. Seedlings no longer provided free or subsidized. Cost
recovery in quarantine and inspection does not appear to be closely
linked to benefits provided

Situation has deteriorated because of lack of budget for HRD and loss of
staff with voluntary redundancies. Services to the sector have
deteriorated
Corporate plans produced but of poor quality. Objectives unclear and in
some cases inconsistent with CRP objectives. Program budgeting and
performance monitoring poor. This reflects lack of staff resources and
confusion over role or mandate. A number of poorly conceived programs
may be undermining the development of the sector
On top of staff losses following the 1993 strike, the cutbacks and
voluntary redundancies have severely depleted the capacity of the
MAQFF to undertake its core functions. This has certainly not increased
the efficiency of the MAQFF. In addition, cutbacks in other ministries,
particularly the Department of Public Works, have led to the deterioration
of roads, wharves, and other infrastructure. Agriculture and fisheries
have suffered as a result of “rightsizing”

The government has privatized some state enterprises (Tanna Coffee)
but others such as Metenesel Estate, the Vanuatu Livestock
Development Corporation, Bel Mol remain in Government hands, and it is
unclear at this stage whether recommendations of the Government
Business Unit to privatize these agricultural enterprises will be accepted
Contracting out of extension functions was considered and decided
against. Government still operates state farms. Research has been
contracted out

These measures would improve access to credit in rural areas, including
access to credit by smallholders and fishers. However, progress has
been slow. The National Development Bank no longer exists. However,

Continued next page



APPENDIX 6 (Cont’d)

Strategy

Mobilize land as loan
security

Introduce VAT to replace
the turnover tax and
other small and less
efficient taxes

Attract more direct
foreign investment
Promote exports
End unfair trade
practices

Corporatize and
rationalize port services
Improve reliability and
affordability of interisland
shipping
Improve operations of
public utilities

Improve sector planning
Prioritize private-sector
growth
Improve management of
the resources sector

Policy Areas
and Objectives

Make tax system
more efficient and
effective

Increase
openness of
trade and
investment

Improve
infrastructure
services

Expand primary
production

Actions and Original Completion Deadline

Determine feasibility of credit guarantee
scheme
Pass Credit Union Bill
Pass law to allow customary ownership land
to be registered and leases to be used as
collateral

Lower import tariffs at least one third on
average
Pass and implement VAT
Review need for income tax one year after
VAT

Pass Foreign Investment Act to create a
favorable environment
Phase out most export taxes
Encourage promising production for niche
markets
Revoke all licenses that give monopolies

Civil Aviation Authority
Ports Authority legislation
Progressively allow foreign competition in
coastal shipping by abolishing Ni-Vanuatu-
only rule
Review electricity, water, and
telecommunications utilities; review contracts
and tariffs; review regulatory regime; reinstate
a telecommunications regulatory body

Prepare and implement five-year strategic
plan
Meat and livestock corporation
Eliminate Government commercial activities
Establish Fisheries Management Advisory
Committee
Strengthen land use practices

Private Sector Development (Cont’d)



Specific Role
for MAQFF?

Yes

Yes

Comments on Reform Progress and Impact on the Sector

loans to the agricultural and fisheries sector made up a small proportion of
this Bank’s portfolio. In most cases, only small loans are required to provide
working capital and to fund purchase of simple capital. The role of nucleus
estates in providing working capital needs to be assessed. A review of the
financial market regulations to determine if there are barriers to entry and
competition is also critical to removing barriers to the private sector
supplying credit to farmers and fishermen

VAT has been introduced, tariffs have been reduced somewhat, and export
taxes have been phased out. To the extent that taxes on business inputs
have been reduced the sector would benefit. The abolition of export taxes
removes an important constraint on agricultural and fisheries exports.
However, tariffs remain high and this continues to penalize export-oriented
agriculture and fishing. At the same time very high tariffs on fish and certain
foodstuffs provide high rates of assistance to import-competing industries,
distorting the allocation of resources and imposing a large cost on Vanuatu
consumers

The new Act addresses some of the concerns of foreign investors.
However, there are still a number of areas reserved for Ni-Vanuatu and this
could impede the development of efficient local markets for agriculture and
fisheries products
See above regarding export taxes
MAQFF has done nothing to encourage niche market exports.
There remain areas of monopoly, collusion, and unfair trading practices that
work against the development of competitive and efficient markets

International airfreight is dominated by state-owned monopoly. Deregulation
would see increased competition and supply of freight services necessary
for the development of niche exports of high-value and perishable foodstuffs
and fish products
This will encourage, over time, new entry, resulting in increased competition,
improved service quality, and reduced shipping costs. In the short term, the
availability of coastal shipping will be reduced somewhat by the enforcement
of higher standards by the Maritime Authority. Opening more ports to
international shipping will also help, but Quarantine and Customs staff need
to be located at these ports
Monopoly suppliers dominate provision of communications, water, and
power. Prices in Vanuatu are extremely high relative to comparable situations
overseas. Not much progress has been made in this area. There is a need
to review and renegotiate contracts and to put in place an independent
regulator. To avoid conflict of interest, the Government should divest any
holdings in these utilities

No planning has been undertaken, although, given the past record, this is no
bad thing. The Government continues to be involved in agricultural
production (coffee, beef, cocoa). No fisheries management advisory
committee has been established
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APPENDIX 7

Fisheries Policy Issues

In addition to the regulatory and policy constraints undermining longer-
term development of fisheries, a number of immediate policy issues need to
be addressed with some urgency.

The International Shipping Registry
Although Vanuatu does not benefit to a major extent from direct exploita-
tion of the regional tuna resource, it has attracted interest from several op-
erators of tuna fishing vessels active in this region because of its open registry
for international ships, its tax haven status, and its membership in the FFA.
These operators have established Vanuatu-based companies or reflagged ves-
sels to the Vanuatu flag. It would appear, however, that although the num-
ber of tuna fishing vessels operating under the Vanuatu flag has increased as
a result, not only in the CWP but globally, this development could lead to
complications for the Vanuatu Government in the medium to longer term.1

The international community is increasingly concerned about the extent
to which flag states take responsibility for their fishing vessels and ensure
that these vessels comply with internationally agreed principles for the con-
servation and management of fish stocks. Several global initiatives enforce
increased responsibility by flag states for their vessels. The main initiatives
are the Agreement for Compliance with Management and Conservation
Measures for Fishing on the High Seas (the Compliance Agreement) and
the Code of Conduct for Responsible Fisheries, both sponsored by the Food
and Agriculture Organization (FAO). The provisions of both arrangements
are largely incorporated in the 1995 United Nations Implementing Agree-
ment for the Management and Conservation of Highly Migratory Fish Stocks.

Efforts by the international community to elicit greater responsibility for
conservation and management from flag states will be felt by Vanuatu-flag
vessels attempting to land their catch in countries that consider Vanuatu to
be exercising insufficient responsibility for its vessels. In particular, it will
affect Vanuatu-flag vessels that attempt to land southern bluefin tuna in Ja-
pan after 1 June 2000.

Perceiving a lack of responsibility by the Vanuatu Government for its ves-
sels targeting southern bluefin tuna, Japan will impose a moratorium on
Vanuatu vessels attempting to access Japanese southern bluefin tuna mar-
kets. In addition, the European Union (EU) has just completed a formal
investigation into the certification of the origin of fish marketed by Vanuatu-
flag vessels in EU markets. If access to principal markets is to be maintained,
these two developments indicate that flag states must demonstrate that they
take responsibility for vessels operating under their flag.

1 Vanuatu’s international registry is administered by a Vanuatu-based company, Vanuatu Maritime
Services Ltd. (VMS). As of April 2000, 507 vessels were registered under the Vanuatu flag, includ-
ing 85 fishing vessels that VMS operates principally from an office in New York. A second company,
Vanuatu Maritime Marketing Ltd. (VMM), takes responsibility for marketing the registry to vessel
owners. VMS is seven years into a 15-year contract with the Vanuatu Government to administer the
register.
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FFA member countries are also concerned about the extent to which
Vanuatu takes responsibility for its vessels. Their concern is that foreign ves-
sel operators are seeking to take advantage of Vanuatu’s tax haven status and
its FFA membership to extract preferential access to the tuna fishing grounds
of other FFA member countries. This practice has resulted in vessels, re-
ported to be effectively owned and controlled by Korean and Taiwanese com-
panies, attempting to gain access to the EEZs of fellow FFA member coun-
tries under the guise of being vessels owned and operated by Vanuatu com-
mercial interests.

In 1999, a local initiative suggested that the Government of Vanuatu
derogate its responsibility for tuna vessels operating under the Vanuatu flag
in the Central West Pacific in favor of a commercial entity. FFA member
countries were advised to license only those Vanuatu flag vessels associated
with the company established to assume this responsibility, Offshore Tuna
Enterprise Ltd. (Vanuatu) (OTEV).2  Only two purse seiners ever affiliated
with OTEV, possibly because FFA member countries continued to license all
Vanuatu-flag seiners, not just those affiliated with OTEV.

This attempt by the Government to demonstrate improved responsibil-
ity through the OTEV initiative has no legal basis as no country can dero-
gate international obligations in favor of a private entity.3  Sovereign respon-
sibility to enforce is a matter of international law—there can be no private
right to impose a penalty in the case of a breach. In any case, in Vanuatu, the
required responsibility is already vested in the Vanuatu Maritime Authority
(VMA), established under the Vanuatu Maritime Authority Act (1998).4

In relation to Vanuatu’s flag-state responsibility, assuming the registry
generates real national benefit and that the Government is committed to its
continued operation, then the Government should attempt to put in place
an arrangement that demonstrates to the international community a com-
mitment to take responsibility for the vessels on the registry. One course of
action could involve the Ministry of Agriculture, Quarantine, Forestry, and

2 Offshore Tuna Enterprise Ltd. (Vanuatu) (OTEV) was established through a joint venture between
the Government and International Tuna Services Ltd. (ITS). ITS is a Vanuatu-registered company
with 49 percent local shareholding. A major tuna fishing company in Korea, the Nambug Fishing
Company, owns the balance. Nambug and ITS are also closely affiliated with Trimarine Interna-
tional, which is a major international trader in tuna and which provided the establishment capital for
OTEV. Both the Director of the Fisheries Division in Vanuatu, in recognition of his authority to
provide Government endorsement for management and conservation issues, and the Ni-Vanuatu
Managing Director of ITS, are board members of OTEV.

3 On advice from the State Law Office.
4 In the course of this review, the DCO approved a proposal for submission to the Council of Ministers
that would result in the establishment of a Vanuatu company to administer the activities of Taiwan-
ese vessels in the Indian Ocean. The proposal was reportedly put forward by a local company, Tuna
Fishing Company (Vanuatu) Ltd., which serves as a local agent for Taiwanese fishing interests. In
return for Vanuatu accepting Taiwanese longliners operating in the Indian Ocean onto its interna-
tional vessel registry, the Tuna Fishing Company allegedly offered to pay the membership and par-
ticipation costs for Vanuatu to join the Indian Ocean Tuna Commission (IOTC). In addition, the
Tuna Fishing Company is reported to have offered to pay a “licensing fee” of US$5,000 to the
Fisheries Division for each vessel associated with this arrangement that receives a license to operate
in the IOTC area. The Fisheries Division was never consulted on this proposal. Not only does this
issue raise concern relating to Government procedures but, if this proposal is implemented as pre-
sented, it has the potential to damage Vanuatu’s international reputation.



VANUATU: AGRICULTURE AND FISHERIES SECTOR REVIEW 2000140

Fisheries, the VMA, and the Division of Foreign Affairs jointly sponsoring a
policy paper supporting Vanuatu’s ratification of the Compliance Agreement.
The paper would be sent to the Development Committee Officials (DCO)
to be endorsed and forwarded to the Council of Ministers for approval and
subsequent signing by the appropriate Minister of State.

At the same time, the Fisheries Division and the VMA should commence
a publicity program advising the international community of Vanuatu’s ini-
tiatives to comply with internationally agreed principles for the manage-
ment and conservation of high seas resources. The recent deregistration, by
the VMA, of three Danish vessels operating under Vanuatu flag for alleged
indiscriminate fishing in the Antarctic should serve as valuable evidence of a
commitment to these principles.

Costs associated with monitoring compliance with internationally agreed
management and conservation measures could be significant, particularly if
Vanuatu officials are required to inspect and monitor vessels operating un-
der its flag from distant ports. It is therefore recommended that mechanisms
be built into the administrative agreement for each vessel to ensure that any
such cost is ultimately borne by the individual vessels concerned.

Exports of Giant Clams
There are concerns that Vanuatu is violating its international responsibilities
by allowing exports of giant clams. Vanuatu ratified the Convention on In-
ternational Trade in Endangered Species (CITES) in July 1989 through the
International (Trade Flora and Fauna) Act (1989). Through that Act, Sched-
ules I and II (but not Schedule III) of CITES were adopted. Giant clams
(family Tridacnidae) were added to Schedule II of CITES only in 1995. As a
result, they do not appear in the International (Trade Flora and Fauna) Act
and Vanuatu has not formally adopted the amendments to the CITES Sched-
ules as provided for under Part XVII of the Convention. However, Vanuatu
would appear to acknowledge giant clams as being listed in Schedule II be-
cause the Environment Unit issues export permits for shipments of Tridacna
spp., as provided for under Article IV of CITES.

Some observers criticize Vanuatu’s approval of giant clam exports with-
out an adequate assessment of the impact on local giant clam resources, while
others are concerned that some collecting practices damage the reef habitat.
The pending review of fisheries legislation provides an opportunity for the
Environment Unit and the Fisheries Department to collaborate to resolve
these concerns.
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Fisheries Sector Reform Strategy Matrix
Item

• National fisheries
policy

• Revised fisheries
and associated
laws

• Consultative
arrangements

• Advisory and
technical services
delivery by the
Fisheries Division

Institutional Strengthening

Action

• Prepare a national fisheries policy for adoption by the Council of
Ministers

• Review and, where required, redraft fisheries and associated
laws

• Institute formal processes of consultation on fisheries matters for
key Government departments, authorities, and the private sector

• Identify the core functions and subsidiary activities of the Division
• Review corporate arrangements such as work programming

procedures, office administration, personnel appraisal, and staff
development needs

• Review the Division’s structure to ensure key activity areas are
adequately served

• Review corporate data relationships so that information needs,
both within the Division and in relation to clients, are adequately
served

• Develop consultative relationships elsewhere in Government and
with the private sector

• Recruit technical assistant for legislative work and another for the
long-term TA



Risk

• Political support for an agreed policy not
forthcoming

• Interference leads to a policy that is not in
the national interest

• Bureaucratic processes suffocate the
policy development process

• Lack of cooperation among relevant
Government divisions and authorities in
respect of the legislative review

• A policy and revised laws are drafted but
never formally adopted

• Policy and revised laws are adopted but
implementation is stalled

• Government departments and authorities
reluctant to cooperate

• Provincial governments do not cooperate
in relation to the six-mile issue

• Influential politicians and/or members of
the private sector continue to circumvent
procedures

• Private-sector cooperation on issues of
common interest not forthcoming

• Private sector subverts collaborative
initiatives to protect personal interest

• Financial support inadequate to address
strengthening needs

• Low level of participation by stakeholders
erodes support base

• No political support for the strengthening
exercise

• Staff do not accept the need for change
• Staff numbers decline further and

recruitment of competent new staff fails
• Funding for technical assistance not

identified
• Support for adviser post shortened

Outcome

• A transparent national policy on fisheries,
adopted by the Government and widely
circulated in the public service and private
sector

• New laws adopted and applied to the
administration and management of the
fisheries sector in Vanuatu

• An improved, transparent administrative
framework for all stakeholders in Vanuatu’s
fisheries sector

• Responsibilities for the administration and
management of fisheries issues within six
miles of the coast accepted and
operational

• FIB automatically refers all fisheries-related
proposals to the Fisheries Division and the
Environment Unit for appraisal and advice

• Interdepartmental dialogue involving
Customs, Foreign Affairs, Environment,
State Law, Public Prosecutors, Tourism,
VMA, VMC, Finance, Home Affairs,
Industry, Trade and Commerce, Police
Maritime Wing, and Statistics Office all
improved

• Offshore Fisheries Management
Committee established to manage all EEZ
fisheries matters for Vanuatu and foreign
flag vessels, and all flag state responsibility
issues for Vanuatu flag vessels operating in
other oceans

• Near-shore resource management
committees established

• Fishing industry associations established

• A departmental staff structure that serves
core functions

• Improved staff efficiency, office
administration, relationships with other
Government departments and industry

• Improved management and analysis of
information

• Better delivery and improved quality of
advisory services from the administrative
center in Port Vila and in rural areas

• Increased respect for the Division
• Improved accountability for the Division’s

work

Continued next page
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Item

• Extension and
training services

• Fishery
management plans

Institutional Strengthening (Cont’d)

Action

• Institute comprehensive reporting in the form of Divisional
monthly reports for internal circulation and annual reports for
distribution throughout the community

• Reassess fisheries extension needs
• Review small-scale fisheries training needs
• Appraise the strengths and weaknesses of the Fisheries Division

and the Maritime College to address extension and training needs
• Develop a three-year plan for support to rural fisheries, complete

with appraisal procedures
• Transfer boatyard and workshop on Santo to VMC
• VMC to recruit a Fisheries Training Officer
• Formal understanding on extension and training responsibilities

between Fisheries and VMC
• Collaboration on aspects of the VMC and Fisheries Extension

work program that are mutually beneficial

• Draft and implement fishery management plans
• Form private-sector fisheries associations
• Establish fishery management committees

Sectoral Issues



Risk

• Transfer of boatyard and workshop
facilities does not proceed

• Personality differences inhibit the
development of a mutually beneficial
relationship between Fisheries and VMC
staff

• Training and extension services are not
merged so VMC facilities are not used
optimally to teach fishermen new skills
and train students in small-scale fisheries

• Insufficient resources assigned to the
preparation of plans; plans inadequate

• Lack of cooperation among stakeholders
within Government or within the private
sector

• Insufficient resources assigned to the
implementation and administration of the
plans once approved

• Infringements and noncompliance with
plans not adequately prosecuted

• Fishery Management Committee
inefficient and/or ineffective

Outcome

• Improved confidence in the Division’s
capacity to manage the fisheries affairs of
the country

• Work plan for Technical Services at the
Fisheries Division widely publicized,
funded, and operational

• Technical and advisory services from the
Division’s extension staff used in fisheries
training at the VMC

• Boatyard and workshop operational at VMC
• Technical Services and VMC work

programs reflect a collaborative approach
to fisheries training and extension, using
the boatyard and workshop facilities

• Fisheries officers assist with curriculum
development at VMC

• Fisheries officers and VMC staff undertake
joint field trips

• Students learning small-vessel
construction, and vessels built at VMC in
demand by fishermen

• Students receiving mechanical instruction
at the workshop and fishermen’s motors
being maintained and repaired at cost

• Fishery management plans for:
– Tuna
– Game fishing
– Aquarium-life fisheries
– Shell fisheries
– Bêche-de-mer fisheries
– Line fisheries

• Fisheries association for fishermen
involved in:
– Line fisheries
– Game fishing
– Aquarium-life fisheries
– Shell fisheries

• Improved dialogue between Government
and industry

• Improved dialogue among industry
participants

• As each management plan is formulated, a
committee representing all stakeholders
will be established to oversee the
formulation, implementation, and
administration of the plan

Continued next page
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Item

• Tuna industry

• Aquarium-life fishery

• Game fishing

• Trochus shell
fishery

Sectoral Issues (Cont’d)

Action

• Encourage the development of a shore-based tuna longline fleet
• Renegotiate bilateral access arrangements

• Aquarium-Life Industry Association

• Game Fishing Association

• Trochus Shell Processors Association
• Industry/Government collaboration on shell rearing



Risk

• Inability to reduce high local costs
associated with establishing a local fleet

• Inability to provide cost-efficient airfreight
linking to premier markets

• Lack of political support for a review of
bilateral arrangements

• Lack of cooperation among industry
participants

• Fisheries Division does not remain
impartial in industry issues

• Individuals lobby political support to
subvert the work of the Division in relation
to management plans or the work of the
Association in relation to the code of
conduct

• No funding to support reef ecosystem
assessment

• No mechanism to review laws relating to
the export of giant clam

• No political will to review issues
associated with giant clam exports

• Inability to resolve issues with the Tourism
Authority

• Lack of cooperation among industry
participants

• Fisheries Division does not remain
impartial in industry issues

• Individuals lobby political support to
subvert the work of the Division in relation
to management plans or the work of the
Association in relation to the code of
conduct

• Differences between game fishermen and
other coastal fishermen cannot be resolved

• Lack of cooperation among industry
participants

• Fisheries Division does not remain
impartial in industry issues

• Individuals lobby political support to
subvert the work of the Division in relation
to management plans or the work of the
Association in relation to the code of
conduct

• Suitable MOU for industry/Government
cooperation cannot be negotiated

• Hatchery production not sufficient to
maintain interest of industry

Outcome

• Constraints on the development of a
domestic tuna industry, such as prices of
fuel, power, and international airfreight
linkages addressed

• Small locally based fleet of tuna longliners
• Irregularities with bilateral access

agreements for foreign longliners resolved

• Industry association established
• Association establishes guidelines or a

code of conduct for participation in the
fishery (an internationally accepted protocol
has already been adopted for the aquarium
industry and should form a useful template)

• The Association becomes the formal
conduit for dialogue between the Fisheries
Division and the industry

• Collaboration on the implementation of the
aquarium-life fishery management plan

• Assessment of impact of aquarium-life
fisheries on reef ecosystems

• Review of laws relating to the export of
giant clam

• Existing association requires strengthening
• Association establishes guidelines or a

code of conduct for participation in the
fishery

• Association becomes the formal conduit for
dialogue between the Fisheries Division
and the industry

• Collaboration on the implementation of the
game fish management plan

• Industry association established
• Association establishes guidelines or a

code of conduct for participation in the
fishery

• Association becomes the formal conduit for
dialogue between the Fisheries Division
and the industry

• Collaboration on the implementation of the
shell fishery management plan

• Hatchery rearing of large quantities of
juvenile trochus

• Commercial processors access some
hatchery-reared trochus for button
processing

Continued next page
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Item

• Deepwater snapper
and shallow-water
reef fish

• Rural fisheries

• Bêche-de-mer

Sectoral Issues (Cont’d)

Action

• Commercial Line Fishermen’s Association

• Rural Fisheries Working Group

• Bêche-de-mer Exporters Association



Risk

• Trochus reseeding programs not
sustainable because of unregulated
commercial exploitation

• Lack of cooperation among industry
participants

• Fisheries Division does not remain
impartial in industry issues

• Individuals lobby political support to
subvert the work of the Division in relation
to management plans or the work of the
Association in relation to the code of
conduct

• VMC and Fisheries Division cannot
collaborate to support such a group

• No political support for the Group
• Rural fishermen do not cooperate to

further the goals of the Group
• The Group is established and VMC and

Fisheries Division support falls
• The Fisheries Division, VMC, or provincial

governments do not consider the
interests of the Group in policy decision
making

• Lack of cooperation among industry
participants

• Fisheries Division does not remain
impartial in industry issues

• Individuals lobby political support to
subvert the work of the Division in relation
to management plans or the work of the
Association in relation to the code of
conduct

Outcome

• Reef trochus population stock
enhancement program established
countrywide

• Industry association established for drop,
hand, and demersal longline fishermen

• Association establishes guidelines or a
code of conduct for participation in the
fishery

• Association becomes the formal conduit for
dialogue between the Fisheries Division
and the industry

• Collaboration on the implementation of the
bêche-de-mer fishery management plan

• Association representing the interests of
small-scale subsistence and artisanal
fishermen, coordinated by the Fisheries
Division and the VMC

• The facility for each island or province to
establish small local subsidiary groups

• Improved delivery of services at VMC
based on the needs of the small-scale
sector

• Improved delivery of services by the
Fisheries Division based on the needs of
the small-scale sector

• Industry association established
• Association establishes guidelines or a

code of conduct for participation in the
fishery

• Association becomes the formal conduit for
dialogue between the Fisheries Division
and the industry

• Collaboration on the implementation of the
bêche-de-mer fishery management plan
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APPENDIX 9

S-W-O-T Analysis of the Fisheries Division

With the help of staff of the Fisheries Division, the Review Team conducted
an analysis of the strengths, weaknesses, opportunities, and threats facing
the Division and its resources. The following are the results of the analysis.

Strengths

Resources
• The majority of Vanuatu’s fisheries resources are underexploited.
• Vanuatu has diverse resource bases, much of which offers development

potential—tuna/game, fish/deepwater, snapper/aquaculture, etc.
• There is a contraction in global supplies of many resources that are avail-

able in Vanuatu.
• International interest in obtaining fisheries products from new sources

is increasing.
• Many of the fish resources of Vanuatu are high-value commodities on

international markets.
• New markets do not need to be developed for Vanuatu’s fisheries re-

sources; their market acceptance is already established.
• Near-shore fish resources have the capacity to continue to contribute to

national food security and reduce demands for import substitutes.
• Vanuatu’s marine and coastal environment is relatively pristine and so

the risk of product contamination should be low, assuming that appro-
priate handling practices are used.

• Fish resources are generally accessible to rural communities and to Ni-
Vanuatu fishing enterprises.

• Customary claims can be used to effectively enhance conservation pro-
grams. In fact, traditional practices can be used to manage some coastal
resources with little input from the Fisheries Division.

Administration
• In the Vanuatu Quarantine and Inspection Service Division (VQIS)

and the Fisheries Division there is a high level of awareness of seafood
export quality requirements (i.e., Codex Alimentarius and Hazard Analy-
sis and Critical Control Points, or HACCP).

• Fisheries and other Government officials have a high level of awareness
of the potential of the sector.

• Over a period of almost 20 years, a basic administrative framework (i.e.,
legislation, licensing systems, etc.) has been developed and implemented
to assist with the management of the sector.

• Regional knowledge of resources that exist in Vanuatu is extensive—
i.e., in the South Pacific Commission, Forum Fisheries Agency, Office
de la Recherche Scientifique et Technique de Outre-Mer (ORSTOM),
International Center for Living Aquatic Resources Management
(ICLARM), and the fisheries establishments of other South Pacific coun-
tries. This knowledge can be tapped to assist with the development and
management of Vanuatu’s fish resource.
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• Collaboration with nongovernment organizations environmental groups
is good.

• The staff of the Fisheries Division is knowledgeable about in-country
issues and well informed about regional developments, and has a good
appreciation of Vanuatu Government processes and constraints.

• Fisheries Division relations in the Vanuatu rural community are gener-
ally perceived to be good. However, recent budget and staff reductions
have reduced the frequency of visits to rural areas by fisheries officers,
adversely affecting the image of the Division.

• The Fisheries Division Director is respected by his staff.
• Some provinces have contributed funds to support the work of the Fish-

eries Division (e.g., Shefa, for trochus research).
• The Fisheries Division Director is the Chairman of the Vanuatu Mari-

time College (VMC).
• The VMC has excellent training facilities.
• The Division has an excellent small-boat building facility on Santo.
• Rural communities appreciate the value of the boatyard.
• Reporting procedures, including monthly reports to headquarters from

provincial offices and an annual Divisional report, are in place.

Weaknesses

Resources
• At present there are no resource-specific management plans.
• The Taiwanese and Korean longline fleets that have historically ac-

cessed Vanuatu’s EEZ are largely inefficient and therefore have little
capacity to pay fisheries access fees. The fleets are now significantly
reduced relative to the number of vessels active in the fishery in the
1960s.

• Vanuatu’s purse seine tuna resource is seasonal and small relative to that
of other Pacific Island nations to the north and west.

• Data and information holding for the majority of individual fish re-
sources in Vanuatu is poor.

• There are diverse species of reef-associated resources, presenting mar-
keting challenges.

• The resources are far from preferred markets.
• Market intelligence for Vanuatu products is practically nonexistent.

Hence, the Fisheries Division is not well placed to give advice about the
fairness of returns to local resource owners providing access to their
resource or to fishermen selling their products.

• The cost of transporting fisheries commodities, particularly perishable
product, within Vanuatu and to international markets is high.

• Customary claims to resources (or land, in the case of aquaculture) can
limit commercial development.

• Commercialization of fisheries adjacent to coastal communities can jeop-
ardize local subsistence requirements.

• Because of social and other commitments in Vanuatu rural communi-
ties, local fishing effort is often sporadic. Except for nonperishable com-
modities such as shell, this makes it difficult to guarantee commercial
volumes of marketable product.
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• Industrial tuna fisheries are technically and financially demanding and
beyond the capacity of Ni-Vanuatu to venture into without significant
foreign involvement.

• Some resources are overexploited (e.g., bêche-de-mer).
• Shallow-water fin fish from some areas are ciguatoxic. This affects the

marketability of the species from areas free of ciguatera.
• There is some environmental disturbance associated with logging and

road building in some areas, which is affecting adjacent marine environ-
ments and their fish resources.

• There is no developed market network for rural fisheries production.

Administration
• The boatyard receives virtually no funding support or direction from

the Division.
• The supporting infrastructure for fisheries development is poorly de-

veloped.
• Transport between remote fishing grounds in Vanuatu and preferred

markets is unreliable and expensive.
• Coordination in fisheries policy and administrative matters between

Government departments is often confused. Specific examples are the
responsibilities of the Fisheries Division and provincial governments
relating to the Decentralization and Local Government Act, and the
responsibilities of the Fisheries Division and the Foreign Investment
Board relating to foreign investment in Vanuatu’s fisheries sector.

• The Fisheries Division has limited capacity to assess the status of fisher-
ies stocks. The capacity referred to includes the ability to undertake regu-
lar monitoring and data collection in remote locations and the profes-
sional capacity of staff to complete detailed assessments of stocks.

• Fisheries extension officers do not receive enough professional develop-
ment support, particularly in areas such as fisheries management.

• Community understanding or appreciation of the Division’s goals in
fisheries management is poor, especially in remote areas.

• Ni-Vanuatu wishing to invest in fisheries projects experience major dif-
ficulties accessing credit.

• The Fisheries Division has limited analytical capability to inform remote
communities of fisheries management issues and legislation, obtain mar-
ket information, undertake monitoring, control, and surveillance, etc.

• The Fisheries Division is underresourced in terms of staff and budget.
Although some recruitment is planned during the year, in 2000 the
Division had a staff of 14 and a total recurrent budget of Vt29 million,
66 percent of which went to cover staff costs.

• There is no apparent policy, and the existing laws require review.
• Existing penalties are too lenient to discourage infringements of fisher-

ies laws.
• There are virtually no fisheries awareness materials on extension, policy,

regulations, training opportunities, marketing information, etc., in
French, English, or Bislama.

• Fisheries cases are difficult to prosecute. The Public Prosecutor’s office
is short-staffed and neither public prosecutors nor magistrates have a
good appreciation of fisheries issues.
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• The information database on Vanuatu’s resources (e.g., tuna) is poor.
This means that the Fisheries Division has only a basic understanding of
the dynamics of tuna fleets operating in Vanuatu waters and has little
appreciation of the true value of access.

• The lack of data on industrial tuna fisheries makes it difficult for Vanuatu
to renegotiate tuna fisheries access agreements that seek to improve
benefits to Vanuatu.

• Internal pressure by the Government on the Fisheries Division to gen-
erate revenue means that the incentive to renegotiate existing access
agreements is low. If the renegotiation is unsuccessful, and the fishing
party terminates the access agreement, then fisheries revenue is dramati-
cally affected.

• There is a perception elsewhere in Government that the Fisheries Divi-
sion has an uncertain role in rural fisheries development. While the
Government is attempting to stimulate private-sector activity, the Fish-
eries Division continues to fund the purchase of ice-making equipment,
an activity that has not generated positive benefit in past years.

• Fisheries staff consider their pay scales insufficient to extract maximum
efficiency.

• Staff housing, at least for staff based in the provinces, is extremely poor
(12 percent of the salary of a public servant living in Government hous-
ing goes to a housing fund).

• Personnel management within the Division requires improvement. Staff
are of the view that they require more direction to reduce the tendency to
drift in and out of the office at their leisure. Administration in the form of
office procedures, organization, and management is poor and staff atten-
dance could be improved. Also, staff in provincial offices consider the
current level of communication with headquarters to be inadequate.

• VMC is just starting to address the training needs of the fisheries sector.
• Fisheries Division staff consider themselves to be inadequately involved

in the design of fisheries training programs at VMC, and consultation
regarding rural training activities of VMC in the provinces is weak.

• Few expatriate staff at VMC have Ni-Vanuatu counterparts.
• The workshop facilities on Santo, and a considerable amount of equip-

ment provided under Japanese development assistance, have not been
used for more than 12 months.

• The Fisheries Division in Port Vila is too slow in paying for overseas
materials for the boatyard.

• There is uncertainty about the status of the Revolving Fund. This af-
fects the boatyard in particular.

• Fishermen consider the duty-free rebate of 5 percent for fuel, fishing
gear, and outboard motors insufficient.

• The concept of providing a rebate in return for cooperation in data
collection programs is weak.

• Relations between VMC and the Fisheries Division, at least among pro-
gram staff, require strengthening.

• The data and information contained in the monthly and annual reports
are not of high quality.

• Rural fishermen do not have access to good supplies of fishing equip-
ment.
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• Fisheries officers in remote locations such as Lakatoro have no means of
communicating with staff based in provincial centers or in Port Vila.

Opportunities

Resources
• Market demand, both domestic and international, for most local fish

resources exceeds supply.
• Vanuatu offers a new and exciting destination for game fishing, whether

offshore heavy tackle or inshore light recreational.
• Established operators, both in Vanuatu and abroad, are continually seek-

ing new sources of product.
• Successful development of the fisheries sector will make a positive con-

tribution to the country’s foreign exchange reserves.
• It will also make a positive contribution to employment growth, on-

shore as well as on fishing vessels.
• Generally Vanuatu fisheries production has good growth prospects—

most resources are only moderately exploited relative to the estimated
sustainable yield (although there are exceptions such as bêche-de-mer).

• The local commercial fisheries sector is relatively underdeveloped; local
competition in the sector is therefore low at present. Operators have
the opportunity to establish an influential role in the future growth and/
or regulation of the sector.

• There are still resources whose commercial potential remains to be as-
sessed (e.g., seamount resources such as Beryx sp.).

• Vanuatu’s relatively pristine environment, abundant clean seawater, un-
contaminated coastal land, and excellent freshwater supplies are attrac-
tive attributes for aquaculture ventures.

• The boatyard would benefit from a nationwide advertising campaign
extolling its products and services.

• Transferring the Santo boatyard and the Santo workshop to VMC would
put these underutilized resources to better use and provide some secu-
rity for the boatyard. But this should be done under a Memorandum of
Understanding that preserves the extension and development assistance
services initiated by the Fisheries Division for fishermen.

• The upgrading of Luganville and Tanna airports to international stan-
dards provides new opportunities for fish exports.

Administration
• There is an opportunity to revise existing fisheries access arrangements

to extract improved benefits, which could include increased fees and
increased access to the activities of fishing vessels operating under li-
cense in the zone.

• The depth of local knowledge of Vanuatu fisheries resources and local
administrative requirements is impressive. This knowledge base could
be tapped to update administrative procedures and promote economic
development in the sector.

• The current Government is reported to be supportive of activities pro-
moting private-sector growth, contributing to foreign exchange, pro-
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moting employment opportunities, etc., although how that support
translates into practice is often unclear to Ni-Vanuatu fishermen.

• The Government is anxious to improve its own efficiency and effective-
ness under the CRP process.

• The investment climate is supposed to be improving.
• There are significant opportunities to use customary practices to help

reduce Government overhead in fisheries management.
• Any opportunity to promote staff training in the Fisheries Division,

particularly in organization and management, should be pursued.
• With the position established, the Fisheries Division should seek op-

portunities to support an adviser.
• The Fisheries Division should build on improved efficiencies in the Di-

vision, increase community appreciation of its work, and galvanize stron-
ger budgetary support within the Government.

• International support for initiatives to develop and responsibly manage
the sector is good (e.g., through development assistance agencies).

Threats

Resources
• The sustainability of resources is threatened by unregulated expansion.
• Exports are poorly received in preferred markets because supply is unre-

liable and inconsistent in quality, and some shipments are contaminated
(e.g., with ciguatera).

• Access to fishing grounds is increasingly restricted so that the resource
base is insufficient to support commercial operations.

• Environmental disturbances threaten the health of local stocks or sup-
plies become polluted with environmental contaminants.

• Suppliers are unable to consolidate sufficient volumes of preferred com-
modities and so cannot meet market expectations.

• Overexploitation adversely affects subsistence fisheries sharing the same
resources.

• Local stocks or habitats are threatened by escaped introduced species
from aquaculture facilities. This principally relates to freshwater organ-
isms.

• Natural disasters such as cyclones damage Vanuatu’s resource base, for
example, by stimulating outbreaks of ciguatera.

Administration
• Vanuatu’s seafood exports fail requirements for access to major markets.
• The sector is increasingly politicized.
• There is indiscriminate approval of investment proposals that do not

align with preferred policy.
• Foreigners dominate fisheries that Ni-Vanuatu are able to operate in.

The poulet fishery, shell harvesting and processing, and the bêche-de-
mer fishery are appropriate examples.

• Management regulations are inadequate or inadequately enforced.
• There is a lack of adequate professional and technical expertise to man-

age the sector.



VANUATU: AGRICULTURE AND FISHERIES SECTOR REVIEW 2000156

• The Fisheries Division lacks the personnel and budget resources to ef-
fectively manage the sector.

• A lack of data continues to constrain management arrangements for the
sustainable management and development of specific fisheries.

• The costs of fishing gear and boats become prohibitive for Ni-Vanuatu
fishermen.

• Local infrastructure does not develop in support of sector growth.
• Business and tax costs associated with fishing become too high.
• The Fisheries Division is unable to recruit a suitable adviser.
• Freight agents do not meet schedules, or shipments are damaged in

transit through poor handling by freight agents.
• The costs of accessing markets (e.g., freight) become prohibitive.
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Proposals for ADB and Donor Assistance to the
Agriculture Sector of Vanuatu

No.

1

2

3

4

5

6

Proposed Project/Project Type

Assistance in formulation of a
Vanuatu National Agriculture
Sector Policy/Technical
assistance

Human Resource Needs
Assessment of MAQFF/
Technical assistance

Project Preparation for Vanuatu
Agricultural Development
Capacity Building Project/
Technical assistance

Capacity Building for
Development of Provincial
Development Master Plans/
Technical assistance

Inventory Assessment of
Vanuatu Forest Resources/
Technical assistance

Support for the Development of
the Forestry Management Plan/
Technical assistance

Objective

To assist the Government in
instituting a consultative and
participatory process involving
all stakeholders in the
agriculture sector
The process will lead to the
development and formulation
of a national agriculture policy
accepted by stakeholders and
sanctioned by Government
and major political parties

To assist the Government in a
comprehensive assessment
of the human resource
requirements of MAQFF

The TA will formulate a sector
investment project to
strengthen the capacity of
Government agricultural
agencies

To assist the provincial
governments of Malampa,
Sanma, Penama, and Torba in
instituting a participatory and
consultative process using the
REDI approach to the
development of Provincial
Development Master Plans

To assist the Government in a
comprehensive updating of the
inventory of forest resources

To assist the Forestry Division
of MAQFF in developing a
forestry management plan

Executing Agency

MAQFF, assisted
by the Department
of Economic and
Social
Development
(DESD)

MAQFF

MAQFF

MAQFF

Forestry Division
(MAQFF)

Division of
Forestry (MAQFF)

Table A10-1: Summary of Technical Assistance Proposals for Agriculture and Forestry



Approx. Duration

4 months

4 months

6 months

6 months

9 months

5 months

Priority

Priority 1

Conditional on completion
and Government
approval of the Vanuatu
National Agriculture Policy

Priority 2

Conditional on completion
of:
• Vanuatu National

Agricultural Policy
• Human Resource

Needs Assessment of
MAQFF

Priority 3

Priority 5

Priority 1

Conditional on completion
of the Inventory
Assessment of Forest
Resources

Priority 4

Justification

There is no national agriculture policy
framework that would enable
stakeholders in the public and private
sectors to strategize and collaborate
toward the economic growth of the sector.
The TA will provide a “road map” for
Vanuatu’s agriculture

There is uncertainty in the optimum
staffing requirement following the
restructuring of MAQFF and the loss of
experienced staff as a result of the 1993
public service strike and CRP
implementation. The TA will provide a
rational basis for the recruitment and
deployment of MAQFF staff

The TA will identify detailed project
components, programs and activities,
investment costs of proposed project
components, scheduling of activities,
investment benefits, implementation risks,
and funding arrangements and submit
these in acceptable formats with which
the Government can approach ADB or
other donors for financial assistance

The proposed TA will study lessons
learned from the Tafea and Shefa
provinces and use these to assist other
provincial governments in instituting a
consultative process based on the REDI
concept to develop their respective
development master plans

The last inventory was done in the late
1980s. The TA will help fulfill a requirement
of the approved National Forestry Policy

The development of a forestry
management plan will enable MAQFF to
bring together and implement the
requirements of the Forest Policy, the
Code of Logging Practice, and the
proposed Inventory of Forest Resources



No.

8

Proposed Project

Vanuatu Agricultural
Development
Capacity Building

Project Type

Investment
project (7 years)

Objective

To assist the Government
in promoting economic
growth in the agriculture
sector and in creating
opportunities for Ni-
Vanuatu agricultural
smallholders to increase
farm incomes and improve
their livelihood

Table A10-2: Vanuatu Agricultural Capacity Building Investment Loan

No.

a)

b)

Component

Institutional
Capacity
Building of
MAQFF in
Policy Planning

Strengthening
the Agricultural
Extension
Services

Component  Objectives

To strengthen the capacity of MAQFF to:
1. Provide sectoral policy research, planning, and advice to

the Government and to other divisions of the MAQFF
2. Develop and implement policy instruments to facilitate

private investment
3. Develop a detailed collaborative framework for

establishing a working relationship between relevant
Government agencies and key stakeholders

1. To reorganize the agricultural extension system and the
management of extension field activities

2. To strengthen research-extension linkages to ensure that
research priorities are responsive to the needs of the
private sector

3. To upgrade the skills and expertise of field extension staff
by providing in-country and long-term training
opportunities

4. To upgrade the extension communication support
facilities of the Agriculture Division

5. To upgrade/renovate agricultural extension facilities in the
outer islands

Table A10-3: Components of the Investment Loan



Justification

Over the last 7–8 years, the Government has not
effectively served the agriculture sector. The project
seeks to rebuild the institutional capacity of the newly
integrated MAQFF to enable it to contribute to the
sustainable development of the agriculture sector

Considerations

Conditional on completion and
Government approval of:
• Vanuatu National Agricultural

Policy
• Human Resource Needs

Assessment of MAQFF

Priority 4

Justification

The newly established Office of the Director-General under MAQFF has no capacity to
formulate policy and regulations
In the past, there was no policy imperative for MAQFF to facilitate or establish any
collaborative work with the private sector. It lacks the institutional experience to play its
role in a policy environment that emphasizes private-sector-led agricultural development

Agricultural extension is weak and ineffective. It has little capacity and technical capability,
if at all, to collaborate or lend support to meet the needs of the private sector
There is a serious concern raised by the extension service that it has little or no input into
the determination of VARTC research priorities and that these research priorities do not
reflect the needs of the sector
There has been little in-service training for field extension staff in the last 3–4 years and
no training needs assessment for extension staff. Of over 120 staff (excluding fisheries
and forestry), less than 10 have university degrees. More than 96 percent of front-line
extension staff do not have formal training in agriculture
Supporting extension media materials such as printed extension materials and radio are
more cost-effective than interpersonal channels in the delivery of extension messages
over the scattered outer islands. The use of low-cost information technology for extension
is to be exploited
Most extension facilities in the outer islands are in need of repair and renovation
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APPENDIX 11

Assistance in the Formulation of a National
Agriculture Policy for Vanuatu

TA Project Name
Assistance in the formulation of a national agricultural policy for Vanuatu

TA Scope and Objectives
The objective of the technical assistance is to assist the Government in insti-
tuting a consultative and participatory process involving stakeholders in the
agricultural sector that will lead to the development and formulation of a
national agricultural policy.

The TA would develop and implement a participatory process involving
a series of working groups, workshops, and summit meetings among all key
stakeholders. Stakeholders include the private sector, NGOs, government
agencies, community leaders, and political leaders.

The outcome of the TA would be a national agricultural policy document
that is accepted by key stakeholders in the agricultural sector and approved
by the national and provincial governments and major political parties.

Services
The technical assistance would provide four person-months of consulting
services from an international consultant specializing in agricultural policy
development. The consultant would be assisted by a team of local counter-
parts with expertise in policy development, workshop facilitation, and pub-
lic/media relations.

TA Period
Four months

Implementation Arrangement
The MAQFF would be responsible for implementing the TA with counter-
part support provided by the Department of Economic and Social Develop-
ment.

Recommended Funding Arrangement
ADB advisory TA
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APPENDIX 12

Assessment of MAQFF Human Resource Needs

TA Project Name
Assessment of MAQFF Human Resource Needs

TA Scope and Objective
The objective of the TA is to assist the Government in undertaking a com-
prehensive assessment of the human resource requirements of MAQFF. The
TA would determine the optimum level of staffing and staff skills required
for MAQFF to effectively provide its core services.

The TA would propose an improved organizational structure for MAQFF
and its technical divisions to reflect MAQFF’s role in the implementation of
national agricultural policy. The TA team, in consultation with central agen-
cies such as the Public Service Commission, the Ministry of Finance, and the
Department of Social and Economic Development, would take budgetary
and public-sector policy reform implications into account. The outcome of
the TA would be a Government-approved report detailing findings and rec-
ommendations for the optimum staffing needed to implement national ag-
ricultural policy.

Services
The technical assistance would provide 18 person-months of consulting ser-
vices, comprising eight person-months of international consultants and 10
person-months of domestic consultants. The international consulting team
would consist of an organizational management and planning specialist/team
leader (four person-months) with relevant expertise in public-sector organi-
zational planning and work experience in developing countries; and an agri-
culture specialist (four person- months) with relevant experience in the Pa-
cific. The domestic consultants would be specialists in public-sector policy
(four person-months); institutional development (three person-months); and
agro-forestry (three person-months).

TA Period
Six months

Implementation Arrangement
The implementation of the TA is conditional on the completion of the na-
tional agricultural policy. The Executing Agency of the TA would be MAQFF.
The Office of the Director-General of MAQFF would supervise the TA work
program.

Recommended Funding Arrangement
ADB advisory TA
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APPENDIX 13

Project Preparation for the Vanuatu Agricultural
Development Capacity Building Project

TA Project Name
Project Preparation for the Vanuatu Agricultural Development Capacity
Building Project

TA Scope and Objective
The TA would formulate a sector investment project to strengthen the ca-
pacity of the Government agricultural agencies to promote economic growth
in the agricultural sector and create opportunities for Ni-Vanuatu agricul-
tural smallholders to increase farm incomes and improve their livelihood.

The TA would identify detailed project components, programs and ac-
tivities, costs of project components, scheduling of activities, economic analysis
of investment benefits, implementation risks, and funding arrangements and
prepare an investment project proposal for the Government to present to
ADB and/or donors.

Strategies would be developed and implemented under the Project for
agricultural smallholders and rural communities to contribute to and benefit
from the development of the agriculture sector. To achieve these goals, the
Project would be based on an effective working partnership between appro-
priate Government agencies and the private sector.

The Project would strengthen MAQFF’s institutional and technical ca-
pacity to facilitate private-sector development, as well as to provide appro-
priate services to farmers and rural communities.

Project components would include: strengthening MAQFF’s institutional
capacity in policy planning; refocusing and reorganizing the agricultural ex-
tension services; enhancing agricultural research programs; developing skills;
and establishing an agricultural training institute.

The Project would be guided by the public-sector reform principles of
the CRP. In particular, the MAQFF would be encouraged to be cost-effec-
tive in delivering its services, to contract out services, and to charge fees for
services where appropriate.

Services
The technical assistance would be implemented over a period of six months
by a team of consultants to be recruited through an international firm en-
gaged in accordance with ADB’s Guidelines on the Use of Consultants and
other arrangements satisfactory to ADB on the engagement of domestic
consultants. A total of 36 person-months of consulting services would be
required (21 person-months of international consultants and 15 person-
months of domestic consultants). The international consultants would com-
prise: a project design specialist/team leader (six person-months); an agri-
cultural extension management specialist (three person-months); an agri-
cultural research and commodity specialist (three person-months); an agri-
cultural economist/financial analyst (two person-months); a training spe-
cialist (two person-months); a curriculum development specialist (two per-
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son-months); an infrastructure design engineer (two person-months); and
an environmental impact assessment specialist (one person-month). The
domestic consultants would have expertise in institutional assessment (four
person-months); agricultural extension (two person-months); agronomy and
horticulture (two person-months); public sector policy analysis (three per-
son-months); livestock (one person-month); extension communication and
media development (one person-month); and rural sociology/community
development (two person-months).

TA Period
Six months

Implementation Arrangement
The implementation of this TA is conditional on the completion and ap-
proval by the Government of the Vanuatu National Agricultural Policy and
the completion of the human resource assessment TA.

Recommended Funding Arrangement
ADB project preparation TA
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APPENDIX 14

Capacity Building for the Development of
Provincial Development Master Plans

TA Project Name
Capacity Building for the Development of Provincial Development Master
Plans

TA Scope and Objective
To assist the provincial governments of Malampa, Sanma, Penama, and Torba
in instituting a participatory and consultative process using the Rural Eco-
nomic Development Initiative (REDI) approach to the development of pro-
vincial development master plans.

The REDI is a “bottom-up planning approach” developed by several
ministries for the planning and coordination of service provision to the outer
islands. The first REDI provincial master plan was prepared for Tafea prov-
ince in 1999. A donor-funded consultant was recruited to assist Shefa prov-
ince in using the REDI approach to master plan development.

The proposed TA would study the lessons learned from the Tafea and
Shefa province planning exercises and thereby assist other provincial govern-
ments in developing their development master plans.

Services
The technical assistance would require 20 person-months of consulting ser-
vices comprising six person-months for an international rural development
planner/team leader and 14 person-months for three domestic consultants
(two stakeholder/community participation specialists for four person-months
and a rural development specialist for six person-months)

TA Period
Six months

Implementation Arrangement
The executing agency for the TA would be the Department of Economic
and Social Development. The work program for the TA would be super-
vised by the Office of the Secretary-General of the provincial governments
of Malampa, Sanma, Penama, and Torba.

Recommended Funding Arrangement
ADB advisory TA or co-funding with bilateral donors
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APPENDIX 15

Inventory Assessment of Vanuatu Forest Resources

TA Project Name
Inventory Assessment of Vanuatu Forest Resources

TA Scope and Objective
To assist the Government in preparing an inventory of available forest re-
sources in the country. The last inventory of forest resources was made in the
late 1980s. The TA would produce a forest resource inventory to define
suitable areas for commercial production within the framework of the Na-
tional Forestry Policy. The inventory would also provide basic information
for planning reforestation projects and other forest operations, using aerial
photographs and field sampling; up-to-date estimates of the volume of the
remaining resources; yields and products that can be expected; and the pre-
cise location of these resources.

Services
The technical assistance would provide the services of an international forest
inventory specialist for nine months. The consultant would have the follow-
ing responsibilities: define areas suitable for commercial timber production;
using aerial photographs, map the forests into relatively homogenous strata
based on forest type, cover, class, and species distribution; estimate yields
within strata; prepare maps showing the location and yields of the various
strata defined; and train Forestry Division counterparts in inventory prepa-
ration and aerial photo interpretation techniques.

TA Period
Nine months

Implementation Arrangement
The Executing Agency will be the Forestry Division of MAQFF.

Recommended Funding Arrangement
ADB advisory TA or bilateral donor funding
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APPENDIX 16

Support for the Development of a Forestry
Management Plan

TA Project Name
Support for the Development of a Forestry Management Plan

TA Scope and Objectives
The objective of the TA is to assist the Forestry Division in developing a
forestry management plan that would bring together and implement the
requirements of the National Forest Policy, the Code of Logging Practice,
and the proposed inventory assessment of forest resources. The manage-
ment plan would form the basis for the preparation of the Forestry Division’s
annual work plans and budget.

Services
The technical assistance will provide the services of an international forestry
management specialist for five months to assist in the preparation of the
forestry management plan. The consultant will conduct a series of training
workshops for forestry staff in the preparation and use of the management
plan in their work programs.

TA Period
5 months

Implementation Arrangement
The implementation of this TA would be conditional on the completion of
the forest inventory TA. The Executing Agency of this TA would be the
Forestry Division of MAQFF.

Recommended Funding Arrangement
ADB advisory TA or bilateral funding
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APPENDIX 17

Proposal for an Investment Project

Project Name
Vanuatu Agricultural Development Capacity Building Project

Project Period
Seven years

Recommended Funding Arrangement
Parallel funding

Project Cost
ADB will fund a PPTA to detail the full components, the associated project
costs, and the funding arrangements with other donors.

Brief Project Description
The twin long-term development goals of the Project are: (a) to assist the
Government in promoting economic growth in the agricultural sector; and
(b) to create opportunities for smallholders to increase farm incomes and
improve their livelihood.

Project Scope
The investment project would cover the following:

• Strengthening the institutional capacity of the MAQFF by:
– developing the capacity of the Office of the Director-General to pro-

vide sectoral policy research, planning, and advice to national devel-
opment agencies as well as support to the technical divisions

– assisting the MAQFF in developing and implementing policy instru-
ments to facilitate and encourage private-sector investment

– developing a detailed collaborative framework for a working rela-
tionship between relevant Government agencies and key private-sec-
tor stakeholders in the agriculture sector. The framework will use case
situations to define specific roles and responsibilities. During the loan
period the project will implement at least one collaborative effort for
development of an export commodity, as a pilot

– reorganizing the agricultural extension system and the management
of extension field activities to support agricultural development ini-
tiatives led by the private sector

– upgrading the skills and expertise of field extension staff by providing
in-country and long-term training opportunities

– upgrading the expertise of Ni-Vanuatu research staff by providing train-
ing opportunities and developing a phased program for Ni-Vanuatu
to take over the leadership role in planning and managing all the re-
search programs of the VARTC

– strengthening research-extension linkages, in particular, the role of
VARTC in ensuring that research priorities are responsive to the needs
of the private sector
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• Strengthening research capacities by providing infrastructure facilities
to support:
– the development of key commodities such as kava and food crops
– the expansion of Vanuatu’s agricultural base.

• Developing an institutional framework to enable and encourage more
Ni-Vanuatu entrepreneurs to compete for opportunities to profitably
participate and invest in the agriculture sector

Procurement and Services
• Upgrading of extension facilities in the outer islands
• Upgrading of the extension communication support facilities of the

Agriculture Division
• Development of infrastructure facilities at Efate for establishing research

capabilities in kava, commodity diversification, food crops, and indig-
enous nuts

• Scholarships for Ni-Vanuatu to pursue higher qualifications
• Procurement of office equipment, vehicles, research, and extension equip-

ment and facilities
• Consultancy assistance to the MAQFF in policy planning, extension

management, research-extension, training, training and curriculum de-
velopment, institutional strengthening, farmer organization, extension
communication, etc.

Project Implementation
The implementation of the investment project would be conditional on the
final approval of the National Agriculture Policy and the agreed staffing re-
quirements of MAQFF as determined by the ADB-TA. The MAQFF will be
Executing Agency for the investment project.
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APPENDIX 18

Recommended Technical Assistance for Fisheries

The long-term objective is to make the Fisheries Division more efficient in
promoting the sustainable development and management of the fisheries
sector in Vanuatu so that it contributes more to the country’s economic
growth.

This will be achieved by strengthening the institutional capacity of the
Fisheries Division to effectively administer increased activity in the fisheries
sector. While the basic policy framework and supporting laws are being imple-
mented, the Division will begin developing a broad participatory approach,
involving other Government departments and authorities and the private
sector, to implement effective management arrangements for the sustainable
development of the fisheries sector. Industry representatives will be key part-
ners in this endeavor.

The project will begin with a TA to develop a national fisheries policy
that will be adopted by the Council of Ministers. The policy will be drafted
with the help of all Government departments and authorities, including pro-
vincial governments, rural communities, and private-sector representatives.

The TA will also assess the status of fisheries and related laws. It will
encourage all Government and private-sector stakeholders in fisheries and
fisheries-related fields to participate in identifying the strengths and weak-
nesses of fisheries and associated laws. Legislative revisions will be recom-
mended to provide the basis for a functional legislative framework for the
future development and sustainable management of the fisheries sector for
the national benefit of Vanuatu. This TA will have a term of six months.

Simultaneously, a second TA, for a period of five years, will begin a pro-
gram to improve the institutional capacity of the Fisheries Division to effi-
ciently administer and manage the fisheries sector. The TA will develop a
program to achieve significant efficiency gains in the Fisheries Division in
respect of the following issues:

• identifying institutional weaknesses in administration and management,
corporate planning, structure, functions, and activity areas, including
those associated with technical aspects of the Division’s work such as
data acquisition, analysis, and reporting

• formalizing the relationship between the Vanuatu Maritime College
(VMC) and the Fisheries Division

• (with the policy and legislative TA) formalizing responsibilities and links
between the Fisheries Division, provincial governments, and the For-
eign Investment Board in the administration of near-shore fisheries

• developing consultative mechanisms for the relevant Government au-
thorities and industry to implement strategies for the management and
development of the fisheries sector

• implementing management plans for the following fisheries:
– tuna
– game fishing
– aquarium-life fisheries
– shell fisheries
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– bêche-de-mer fisheries
– line fisheries

• resolving issues associated with Vanuatu’s responsibilities as a flag state
• addressing constraints on the development of domestic tuna fishing,

namely, the relatively high cost of power and diesel fuel and the opera-
tion of international airfreight carriers, and developing a strategy to pro-
mote the growth of this industry

• developing a program of support for private-sector interest in promot-
ing Vanuatu’s recreational sports fishery
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