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Vanuatu's islands from above
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Last October I argued that Vanuatu was facing an economic emergency. Since
then, the world has become far more dangerous and uncertain, while Vanuatu was
struck by the most damaging earthquake in its history.

The earthquake has had a brutal impact on all types of businesses across the
country — initial findings from a business survey show that 60% of businesses
surveyed anticipate their turnover will fall by at least 25% as a result of the
earthquake for the first half of the year. For microbusinesses, 44% of those
surveyed said they were struggling to afford basic essentials, with weekly income
down an estimated 58%.

It is clear the economy needs a massive boost in the coming months. The
Government needs to spend far more money far more quickly, but fundamentally
the private sector also needs to be able to begin employing more people and
spending. The reopening of the capital soon will help, after the excellent and urgent
work which has been carried out on demolition.

As Vanuatu moves beyond the initial months, foreign currency equivalent to
hundreds of millions of US dollars will be needed for reconstruction. So where will
this come from?

Remittances, aid and other income (for example, citizenship sales) will all
undoubtedly continue to be important sources of foreign currency, while insurance
payments will provide a short-term boost. But these all are fragile and none of them
represent money earned within Vanuatu’s economy.

So, what if Vanuatu wants to fund its own recovery? Here I explore Vanuatu’s two
most important export sectors, agriculture and tourism.

In 2023, primary sector exports earned VUV5,418 million (US$44 million), far below

https://devpolicy.org/responding-to-vanuatus-emerging-economic-emergency-20241011/
https://vcci.vu/business-survey-initial-results-revealed/


Devpolicy Blog from the Development Policy Centre Page 2 of 7

what is needed.

75% of these earnings come from kava. But there is now a kava shortage, meaning
kava exports are likely to stagnate for at least three years.

Exports of coconut products, cacao and beef have fallen 67% since 2014 and
combined were just VUV1,024 million in 2023 (US$8 million). Cacao has strong
potential, given the global market, but coconut and beef have limited opportunities.

I do not seek to diminish agriculture’s essential wider role in both the short and long-
term, but there is no clear pathway toward agriculture earning large amounts of
foreign exchange in the near future.

The story is completely different for tourism. Before COVID, travel dominated
exports, bringing in nearly VUV30,000 million (US$244 million) annually – roughly
65% of total exports.

https://enhancedif.org/sites/default/files/uploads/tpfu-vanuatu.pdf
https://enhancedif.org/sites/default/files/uploads/tpfu-vanuatu.pdf
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However, since COVID Vanuatu has had the Pacific’s worst tourism recovery. This
means that total exports were 20% below the 2019 level in 2023 and will have fallen
again in 2024.
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But it should not be like this. Vanuatu has an astonishing location, climate and
culture. The people are peaceful and welcoming. The natural environment is one of
Vanuatu’s strongest assets — stunning, pristine and varied, with some genuine
world class destinations such as Mount Yasur.

The islands of Vanuatu are simultaneously a unique selling point and one of the
world’s best chances to develop sustainable tourism.

Yet this potential has barely been explored.

Fiji gets four times more tourists per 1,000 residents. Vanuatu’s products are
underdeveloped, underserviced and often unknown. Tourism should be doing so
much more for Vanuatu’s economy and society.
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As a simple example, in February I spent a weekend on Epi, an island just 100
kilometres north of Efate. Our stay in the village was (as usual) filled with joy, nature
and love. It was restorative for heart and soul, and we spent good money in ten
businesses. We did a hike to a massive waterfall, harvested kava and ate oranges
straight from the tree. With a few improvements, this trip could be a perfect short
expedition and a fantastic community earner.

It is just 40 minutes from Port Vila to Epi. Tourists could be sipping coconuts in
Lamen Bay five hours after leaving Brisbane, ready to hike the next day. Yet we
were the waterfall’s first tourists since 2019.

https://www.google.com/maps/place/Epi/@-16.704881,167.1495651,459838m/data=!3m1!1e3!4m6!3m5!1s0x6e8b0c473375368d:0xc014f6360583d42!8m2!3d-16.7410985!4d168.2703951!16zL20vMGMxbTdz?entry=ttu&g_ep=EgoyMDI1MDMxMi4wIKXMDSoASAFQAw%3D%3D
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It is only once attractions such as these have healthy
numbers of visitors that tourism will have begun to
realise its potential. However, rural tourism is limited
and often of poor quality, and realistically it will take
years of improvement before a network of small rural
operators can be a major source of income. In the
immediate term, the businesses that must be the
main earner of foreign currency are the large tourism
operators in the main hubs of Efate, Santo and
Tanna.

There is also undoubtedly the spare capacity in terms of international flights and
rooms to double today’s numbers, another reason that tourism represents the best
opportunity for rapid growth. But there is simply no way for tourism to reach its
potential unless domestic connectivity problems are fixed. Air Vanuatu’s
mismanagement and liquidation has cost untold millions, and a solution has been
desperately needed for years.

The recent government budget has funding for two new twin otter planes for Air
Vanuatu, but this will still leave capacity below 2019 levels when there were two
ATR twin-engined turboprops. It will take a long time for Air Vanuatu (now owned by
AV3, a new entity formed after liquidation and solely owned by Government) to be
able to provide the necessary service level — if indeed it ever can. The Government
needs to be open to all innovative solutions in the short and long-term.

Beyond this, a weird narrative has somehow emerged in recent years that tourism is
not important. Words matter, and it is critical for the Vanuatu government to
continuously celebrate and support both the private sector and the tourism industry.
This is low-hanging fruit for the new government, and something on which they have
pleasingly made a good start.

A basic next step could be to rename the Ministry of Trade and Commerce the
Ministry of Tourism and Trade. This is a costless way of signalling to entrepreneurs
and investors that the government understands the country’s economic drivers.

The government and industry also need to send a loud and clear message: Vanuatu
is open and ready to receive tourists. The additional VUV100 million already
announced by the new government for the Vanuatu Tourism Office is welcome, and
it is vital this campaign is a success.

https://devpolicy.org/wp-content/uploads/2025/04/Waterfall.png
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Finally, the Government should be bold — explicitly aim to become a tourism
powerhouse by setting optimistic goals for tourism arrivals. This could aim for a
return to 2019 levels in 2026 followed by a doubling of arrivals by 2030. Of course,
this will be difficult to achieve but it is both possible and what Vanuatu needs.
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