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1. OBJICTIVIS OF PRCJ=ZCT

1.1. Objectives formulated in the orcoject document

1.1.1. Develcoment Cbjective

The project 1~ng-terms objectives are to promote and develop
small and medium-scale enterprises over the whole erchipelago of
Vanuatu and to encourage the emergence of a new class of local
entrepreneurs, in conformity with the present Govermmenti peolicy,

as described in the transitional Development Plan (1978 - 1980).

The creation of new enterprises (both in the cecondary and
tertiary secters) will lead to the increase of the number of jobs
available, especially in the rural areas, and will help, by the
distribution of monetary flows in these rezions, in diminishing
the existing disparities between the various regions and in
slowing down the drift of islands inhabitants tcwards the main
industrial and commercial urban centres of the country (Port Vila

and San%o).

1.1.2. Immediate Objectives

The project's immediate oijectives are as follcows:

- t0 assist the Gevermment of Vanuatu in the formulation and
setting up of a development policy in favour of small-scale
local enterprises and of a promotional programme specifically
adapted to the specific economic and sccial conditions of the
least developed areas;

- to assist the Government in the organization and in the setting
up, (within the Industry Divison of the Ministry cf Pinance), of
an office responsible for the implementaticn of the programme
of promotion of small an? medium scale enterprises;

- +2 identify potential entrepreneurs and to select, in accordance
Wwith the develonment opriorities established within the Development
Plan, the type of small-scale enternrises to nromote, taking
into account the existing prosmects of develcpment ani the

possibilities of using local raw materials found in Vanuatuj
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to carry out, if necessary, prefeasibility studies with 2

view to identifying the industrial products which can be

locally manufactured on a small-scale and giving a priority

to industrial ventures using technivues =2dapted to conditions of
Vanuatu;

to helpr existing local entrepreneurs in the setting up and in
the organization of their enteroprises, by providing them with

an extended assistance on the management side ani in the pro-
duction orocessof goods;

assistance and training in commercial asvects (deiermination

of selling prices, presentation of goods, training cf salesmen,
promotion and maintenance of the sales units); ad-hoc *raining
programmes will be organized in order to ensure that the enter-
prises thus created will be competitivei
to formulate proposals to make more flexible access to the banking
system and facilitate the grant of loans not only for buildings
ari equipment, but alsc for the working capital;

. Iunulate and set up a training programme, both for the

rroject counterpart personmel and the Ni-Vanuatu entrepreneurs.

Objectives formulated after discussion with the Minister of Finance

Before starting this project there was no official or
Governmental institution which dealt in particular with industrial
development, This lack made it necessay to limit this project not
to samll-scale industry only but to cover within this project the
whole scope of possibilities for an indusirial development. The

most impcrtant targets to be persued were the following:

1,2.1. Porm:lztion of the industrial development nolicy

The Government of Vanuatt recuests assistance in the for-
mulation of its industrial development jolicy., Two main steps
are necessary:(1)anévds of the present situation, i.e. immediately
after independence, and (2) elaboration of aporopriate measures

for +he promotion of local enternrises,

Thic analysis and elegboration ¢f measures cnouli be
completed and become the contributiorn tc the new devel opment

nlan for "Manufacturing industry".



1.2.2. OQOrzanization and set up of an office for industrial devel onment

This office shall bé attached to the Ministry of Finance
and deal with a2ll questions in connection with industrial

development and promotio: of enterprises.

1.2.3. Specific develooment activities

2.

The activities orf the project team shall ccncentrate on
identifying project ideas, preparing feasibility studies and

promoting the projects,

A particular case is to assist an a2lready existing

mother-of-pearl button factory to overcome its difficulties.

ACTIVITIES CARRIZD COUT AND OUTPUTS PROTUCED

Settine uo and Organization of the C.D.2. (Cffice for the develop-

ment and promotion of Vanuatu Enterprises)

As set forth in the project document and in the discussion
with the Minister of PFinance at the start of the project the
organization and setting up of an office responsible for the
development and promotion of enterprises is one c¢f the main

targets of the project.

4t the leginning main efforts were made to establish tlis
office and it was scheduled to take up normal onerations in
December 1980. Due to the engagement in assisting an already
existing factory, ine lack of Governmen* counterparts and for
other reasons, the start of normal operations was delayed to

January 1981,

The 0,D.%T. offers th following services:

- identify new investment ovportuni-ies

- assist in evaluating ideas of setting up new enternrises

- assist in prepaiing nroject documents to facilitate
anplications for bank loans

~ elaborate feasibilit-- studies for larser nrojects

- asgist durings the whole nhase of implementing new crojects

(setting un new enterprises)
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2.2

To improve the verformance of existing enterprises the 0,D.3.
can organise training in various fields of management and assist in

re-organizing their economic activities.

A leaflet describing the services offered was distributed
to the Members of Parliament and the response to this new coffice

is quite encouraging.

Since there are still no Government counterparts - only a
secretary has been provided by the Government, starting in
January 1981 - the office camnot meet 211 demands. The Govermment
promised to provide the o counterparts as laid down in the project
document after completion of a UNDP study on emplsyment in the publ

sector (envisaged for July 1981).

Assistance 40 mother-of-nearl button factory

The mother-of-pearl factory was established in 1979 and UWIDO

nrovided an expert for the training of local people in the button

ic

manufacturing, The company faced however various other problems too,

particul arly management problems, and therefore UNDP and the Govern-

ment agreed that assistance should be given within our projects.

Trochus shells are one of the nstural ressources Vanuatu
disvoses of and which are exported in substantial quantities.
The idea of processing the trochus shells locally andi exporting
the finished buttons is also supported by the Government., Iince
the company was confronted with great difficulties, the SGovernment
showed its interest in a continu.tion of operations and in

maintaining the already trained labour force.

It was =greed that the project team shall assist the company

in a three months assignment from October to December 19&C,

The whole matier of mother—of-nearl button manufacture wis

studied thoroughly and a plan of action was elaborated,




A detailed proposition for investment (to revlace only the
most urgently needed machines) and the day-~to-day expenditures

was established for the three months of the assignment. With the
approval of the Government the project financial reguirements we-e
oresented to the Development Bank and a loan of 2 million VT was
granted, Since the Development Bank had already granted financial
assistance before the assignment of this project started, only

2 millions VT were availzble to cover the requirements from Cctober

to December 1981, though 3 millions VT would have been needed.

In order to promote the sales of the buttons a marketing plan
was elaborated and various strategies were nroposed to gain mainly

the Australian and TBuropean market.

A lot of time was spent in handling the day-to-day management
and in presenting the measures to the pariies concerned. It was
not easy (possitle) to convince them that the proposed steps should be

realized as cuickly as possible.

Tzking into account the already existing prerequisites (raw
material locally available, irained lebour force) all necessary
elements for a feasibility study were ccllected. 4 proposal was
elaborated and presented to the Govermment suggesting a development
programme to transform the existing company into a2 viable under-
taking and to make optimum use of the available raw material. The

“ollowing stevps were prcposed:

a) Paw material survey: +to provide a sound basiz for the industry
arl to give a ccrrect idea of the amount of trochus shells

aveilable,

b) Pestructuring of the existing factory: during 2 transition
neriod the 0.,D.EZ, offerel its assistance to run, to re-
structure and integrate the company step by step into a new

button factory.

¢) Tstablishment of 2 new button factory: basei on the =tudies
a new factory should be built using as much as rnossible the

al ready existingequinment, labour force, iow how,
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4) Introduction of manufacturing . ° jewellery and other
nother-of-pearl by-products: to make best use of the raw
material the possibilities of manufacturing jewellery and

other mother-of-pearl by-products should be studied.

e) Extension of the button factory: extension of the factory
to the optimum size based on the results of the raw materizal

survey.

The assistance in the day-to-day operations was terminated as
scheduled by the end of December 198C but the preparaticn of various
papers continued, The Development Baak decided to continue operations
without restructuring the capital - the sole owner of the factory is
still an expatriate although all his capitzl is uscd urp and he is highly
indebted -.

In order to facilitate a decision on the future of the couvany,
the C.D.%=. established z balance sheet and a profit end loss account
for 1980. 4 final decision on the further developmen- of the trochus

industry in Vanuastu is still pending.

Travels to various islands

For the realization of the project objectives it was important
to travel to the main islands t» get an overall idea of the economic
activites there. Unfortunately it was not possible to travel before
December 1980 although the visits of the islands would have been of
great advantage at the very beginning of the project. Due to tasks of
higher priority, the travels had then to be limited to the district

center.

(a) Northern District - Luganville:

In several discussions with the District Commissioner of the
Northern Distrist, Mr, Job Dalissa, the economic situation of his
district was ventilated. The rebellion of Summer 1980 had seriously
affected the economic life, in particular that of the town of Luganville;
plantations were abandoned, enterprises out of oreration. By the end of

1980 cnly a slight recovery of the economy could be ncticed,

Several companies were visited, some of them were not ovoerating
at 211, in some the emrlovees were kent bucy in doing renzirs and

cleaning,




- 10 -

The oremises of the Sotth Pacific Fishing Comvany were also
visited, SPFC is a Japanese company running a cold store there.
They have contracts with mostly Taiwanese fisling boats which are
fishing all over the Pacific and these boats unload the already
frozen fish at 3PFC. SPFC reexports the frozen fish, mostly tuna,

tc Japan and U.3.A.

The IPHO (Institut de Recherches pour les Huiles et (léazineux)
manages a large experimental plantation near Luzanviiie., After
visiting the plantation a discussion was held with the manager »f the
institute and field officers on future development of copra production

and nossibilities of processing copra and coconut by-products locally.

With the District Commissioner of the Northern District I made
a tour to the island of Acba. One of the problems encountered in Aoba
was that the owners of small stores would need some guidelines how to

run their stores more successfully.,
The saﬁe demand was also expresszd by chiefs of the Banks
Islands durinz a discussion held at the district administration

center, determining a special need for the island of Mere Lava.

(b) Central District No., 2 Lakatoro :

In Central District No., 2 the only important economic activity
providing income for the population is the growing of coconuts and
cocoa, The District Commissioner for the Centrzal District No, 2,

Mr. Tom Bakeo, stated ths: there is some cattle breeding but there is

no abattoir sc it is r.t possible to make good use of the cattle.

in Atchin one local family has started some activities (running
a store, baking bread, running a small cargo boat, producing cement
blocks). These activities were closely observed and projects for
further development were identified (sawmill, modernizatior of the

bakery, larger cargo -ressel, wood gas senerator),

In 2 meeting with chiels of the Lakatoro aree some project ideas
arose, lixe establishing a mechanical work shop, installing a slaughter-

house, running a bcat for carg> and nassengers.
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(c) Scuthern District — Isangel:

The main islend of the Southern Jistrict, Tanna, is~ cuite densely
populated and offers also some touristic attractions (Yasur volcanc,
wild horses of ihite Grass). Tanna also disposes of very fertile soils

providing good prerequisites for the growing of fruit: and vegetables.

The District Commissioner of the Souther District, Mr.Reuben Tamata
and his assistant, Mr. Joe Joseph, made great efforts to give a com-
prehensive view of the economic activities of their district, in

particular the pain island of Tanna.

Several tours were organized and meetings were held ir various
villages., 1In cne place some thirty chiefs and elders were assembled

to discuss their mzin problems and ideas.

The project team itself chartered also a bozt to o tc Aniwa
t0 discuss possibilities of developing an oranze plantation and to T
arrange consiruction work of water tanks and to identify possibilities

of processing the oranges on the spot.

In the course of the numerosus meetings several projects could
be identified. In order to get a better uvnderstanding of the basic
needs and demands of the rural population efforts were made to gather
information on their income, consumption habits, nutrition, but 2 lot

pore field work should be done in this respect.

Some project ideas:
- +three fishing projects; assistance is recuired in purchasinz a

boat and equipment and then to run the venture properly.

- various agricultural prejects: the mai problem for starting
these projects is marketing of products; processing of fruit and
vegetables in Tanna has to be considered particularly taking inte
account a well installed warehouse with three cold-storage chambers
vhich pre ently is not used,

- touristic projects: better use of the touristic attraction of the

volcano is envisaged by the custom-owners of the volcano-area.
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2.4, Sconomic survey and contribution to the development plan

(see apvendix)

The -availability of statistical datez, especially on
menufacturing industry, is still very limited., To be able
tc describe the present situation of the manufacturing industry

an economic survey was carried out,

The project team elaborated z zuestionnaire and zll
companies of Port Vila belonging to the major division 3
of the International Stendard Industrial Classification (ISIC)
were interviewed and their establishments were visited. Althousgh
this was 2 rather tedious task the insight obtazined by the sur-

vev makes up for the time spent on the gathering of information.

The information compiled serves as an important basis in
identifying possible fields for promotion and in formulatizg
development policy and strategies for industrialization of .

the .country.

2.5. Identification and follow-up of various projects

It was the Government's wish not to 1limit the activities
to small-scale enterprises and nrojects but to deal with the
development of the whole industry. In this context first priority
is to be given to the identification of development onportuniiies

which are to the advantage of the economy of Vanuatu as 2 whole,

(a) Cement works

The most important project in this fieldi is the investigation

of establishing cemert works.

Vanuzatu's endowment of mineral ressources is rather onoor
(the manganese denosit is nearly exhausted), but the island of
©fate disposes of substantial -cuantities of zlav, limestone and

pozzolana providing an excellent tasis for cement profuction,
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Private investors made alrzady some investigation for the
establishment of cement works several years ago but the
Condominium Government showed only little interest so the idea
was not persued any further. The private investers could ncw
be interested agzin and they are prepared to cooperate with the

Govermnment.

L plan of action for farther procedures was elaborated and

presented to the Minister (appendix 2).

(b) Develooment of building industry

The installation of a local cement works would have great
impact on the development of the building industry of thne whole

archipelago,

On many islands smnall local enterprises are at sresent
engaged in fabricating concrete tlocks., Due to the high oprice
¢f cement their bricks are too expensive for the mzajority of the
population, Providing cheap raw material for the building
industry would be to the benefit of the whole country and con-
tribute tc a higher standard of living alsc for the rural

podulation.

The development of the building industry would stimulate
many other professions closelv related to the sector. It would
in narticular create emplovments for trainees having left the
Lycée Technique who come © Port Vila for training but often face

problems in practising their profession,

(c) Manufacture of furniture

| 4
The creation of a local factory for the manufacture of
simple and cheap furniture would also be stirulated by 2
develortment of the building industry. The country disncses
of substantizl quantities of wood, rattan and cane which nrovide

a sound basis for this industry.
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(d) Tannery and leather nroducts

The hides and skins produced oy the two larze abatteirs
of Port Vila and Santo ure at present exported. Their outout
provides a basis for a small-scale *annery. In connexion with
a2 tannery also the further processing of leather should be
considered especially for providing cheap end lasting footwear

for the low income population.

(e) ©Cil mill and coconut by-products

Copra is by far the most importamt export item of Vanuatu
and total exvports for 1981 are estimated at about 50.000 tons.
Processing of copra locally and making use of all coconut by-
products is one of the questions having first priority to be

looked at. UNIDO assistance in this respect will be requested.

(f) Soap manufacture

Coconut oil and tallow as a2 waste product of the absitoirs
provide raw materials for sozp manufacture., There is already
some soap manufacturing on a very small-scale basis bu* this

industry would deserve further investigation.

(g) Processing of fruit and vesetables

Vanuatu being a very fertile rountry the processing of
local fruit into fruit juices and vegetatles into tinned food

should be carefully examineéd.

(h) Animal feed

The different waste proiucts of the abattoirs could be
used as a basis for animal feed, This would be of great im-
portance to the further develonment of the rzising of cattle,

nigs and poultrv.
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Advisorr services to the Ministry of Finance

it oresent there is nc economic adviser within the Minisirr
of Finance., Frecuently the Minister or the Teonomic Affairs
Department of the Ministry asked advice on various economic issues.
-
The most important matters in whickh C.D.3. is regularly

consulted are the following:

(a) Sranting of new dusiness licences:

Applications for new business licences are forwarded to 0.D.E.
for an evaluation and comments on the imvact of the specific

project on the economy as a whole,

(b) Assistance in the follow up of projects which are under

implementation or just before implementation:

The most imoortant of these prciects is the estzblishment of a

brewery.




3.  ACEIZVZMENT CF IMMDDIATE OBJSCTIVCS

3.2.

¥ormulation of a develowvment policy

The formulation ani setting up of a development policy
in favour of local enterprises and a promotional programme
specifically adjapted to the economic and social conditions of
the least developed areas has to pe sonsidered as a rather
medium-~-term objective, It is necessary to do field work to
gather information on the eccnomic and social conditions of the
rural areas to enable the project team to elaborate an apnropriate

development strztegy.

The survey on manufacturing indusiry can be considered
as z first ster for the formulation of a develcpment policy

in favour of local enterrrises, !

The whole issue of this objective is a very comprehensive
matter and is of high priority for the Gecvernment, It is therefore
suggested to use three manmonths of the consultancies offered in
the project to concentrate on this cbjective and to make a pro-
posal for the organization and set up of the industrial admini-

stration.

Set up of the 0.D0.%

The organization and the set up of an office for the
dsvelopment and promotion of Venuatu enterprises (C.D.%.) has
been realized., 0.D.Z, is attached to the !linistry of Finance
which took over the nart folio of the former iMinistry of Trade,

Industry and Tourism,

Tue to the lack of Government counterparts it is not yet
rossible to meet 2ll the tasks and to provide the full range of
assistance outlined in the leaflet pubtlished a2t the onening of

the office.
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Nevertheless the office has already assisted a number of
people in various fields, i.e. preparing applications for
buriness licences and Development Bank loans, studying and
evaluating project ideas, giving advice on organization and
management issues, assisting in introducing proper cosi

accounting systems.

Identification of potential enteroreneurs

C.DeZ. is in close contact with several Ni-Vanuatu enter-
preneurs who intend to enlarge and extend their businesses.
Their activities comprise +the following:
sawmill, bakery, rumming of a cargo and passenger vessel,

mechanical workshops, building contractors.

offorts were made to identify new enternreneurs by getting
in contact with the students of the final cless of the technical
LycBe in Port Vila, but it will still take scme more time to zet

positive results in this respect.

Preparation of pre-feasibility studies

Several projects have been studied and an economic evaluation

has been prepared:
-~ several fishing ventures
-~ retreading of tyres
~ manufacture of oplastic bags
- establishment of a saw mill
- establishment of a tailor shop
- installation of a refrigeration workshop

~ assembling of btatteries
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Assistance to existing enterorises

As 2lready outlined in detail in Chaoter 2.2. assistance
was given to a local company manufacturing mother-of-pearl
buttons. During the three month's assignment it could be
proved that the company could work with a profit provided

oroper managem:ant and relizble machinerv.

Advice on various management and crganization issues was
given tc several enterpreneurs, mostly Ni-Vanuatu, who came to

the office,

Assistance and training in commercial technics

Ur to now only lirited time could be spent to achieve this
objective. It is intended to give svecial priority to this

objective in the next two years. ‘
Nevertheless, several discussions were held with experts of
other UN-Organizations or similar institutions to cooverate in

this respect and to co-ordinate training programmes.

Provosals for granting loans

The 0.D.3Z. is frequently engzged in preparing comments on
projects and eccnomic evaluations, These comments serve as a
basic information for the Development Bank to make decision on
grenting loans, The Development Bank itself at the moment is
preparing guidelines fer small loans for individual persons
preferable from rural areas, to facilitate the aonplication and

suarantee procedures,

Trainines Prozramne

Ir orier to establish 2 training nrooramme for bockkeening
=nd accounting the svstem used by the cocperatives is ce efully
studied and it is intended to adapt this system to the specific
needs of the various small enterprises seeking advice in bock-
keeping and accounting, Jue to engagements in other maiters and
the lack of counterparts ur tc now no training provrammes could

be executed,



The sector of @manuf .cturine industries in 1950/31 3

1.

3.

Introdnection ¢

Owin~ to the l:act of industrial statistics for the past (pro-
indenenienco meriod), the analysis has to be baserd on an indus-
trial survey nade early 1531 by 0.Dele and linited to the raesults
of this surveve.

The fi-ures rcflect avera~e achieveqents of the last six resn.

9 months converted into onwal fitures, threce respe six —onths
bein~ nrojectionse

ifore than YU ° of the concerned enterprises have given all the
necessairy in"oraation, only few were reluctant to reply, some
others unablee.

The Internationnl, Standard Classification for Industries (ISIC)
is used Tor the systenatic prosentation.

This will allow interna.ianil comparisons and focilit te analytical
work.

The contritmtion of the = nnfacturine industries to the econoav

The vclue added of all manufacturin~ incdustries asounts at
present to 36,030,020 VT ner year ( 1530/71 ), or 7,25 7% of

the national incone of e3¢0 willion VT

The sector eaploys 530 sersons or atout 0 % of the wace earners
resn. 1,15 5 of the econonically active ponulation ( about

50,170 Yo o

Salaries and wavwes paid to the wago earners awount to 135,330.000 VT
ner years The averate income of tV:is croupn is therefore about
232.73C VT per ye~r or al=ost 20,0050 VT per month. The followin~
table 1 shows thnt manufacturin~ industry is alrecady pliving an
import-nt role in exportse. hile the share of the m in agricnle
tural rroduces ( copra, cocoa and coffee ) is hicher than 70 °,
manufecturine industries count for 13 7 of total exnorts of local
produced or precessed moodse. (leexnorts of fish and fuel areo
therefore not considerede )

The structure of the manufacturine~ industrv ( See tuble 2 )

The structure is typical of the develonment starze. Food and beve-
races dorinate with a share of 53 - of the total value added of
manufacturing industry followved by wood and wood ~roducts

( 16 ), printin~ ( 9,0 5 ) and =manufacture of fabricat.d metal
products ( 6,9 ' )e In terms of employacnt and sal.ries the
structure is quite similar.

A comparison of the shores in employnent and salaries paid shows
that printins (3%), wood products (23) and mopufacture of fabrie
cated rmetol nroducts (2°.) ere payins the hichest averase silariecs.
Basic metal indu itries are not renraesented at a4ll for evident
roasonse voe ol the two dinits csroups are coposed of one or very
few industries only and—any-three—iiits—-1rouns—ire—00 108—d—of
oRe—er-V el on—industiries-onlx and many three digits industries
are "1issinge

oo/




7TR8LE 77 pxports ( mrEviszD ) 2 1920
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1) 'revious export statistics show exports of fish
from I'alekula which are only re~exports and have to be treanted ns transit.




ISIC « Classification
IInjor Oivision 3 : Manufac-
turing Two digit.
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35

37
33

39

T RECE 2

STRUCTURE

O MANUFACTURING INULUSGTRY

Employnrent

-Sﬂlnries paid

In 000 VT
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T

Value

In O0G VT
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4. Description of the manuficturine~ industries by 12iC suberrouns
¢ to i dicits as annronriate ¢

a) Manuf ct re of foodl beveggsgz and to&gcco ( I5IC : 31 ) 1@

3111 ¢ SLAUGHITERING, TRUDNMING, PR OCSEIVING, BAT ¢

The main activities are : slaughtering, d<ressing ond
packing of cattle (includinz veal) and piese. There are
two abattoirs (Lug:inville and Vila), the first bLuilt
only recentlv =ceting international standards. Both are
of small scale (60 resp. 30 heads per day)e The larger
one is at rrosent working at 30 = 10 ! of its canacity
onlye. The reason for the underutilization of capacity

is that there is not enough cattle availalle for slaugh-
teringe

About 15 % of beef is prencred for direct exporte.
Dressing, curing, smokineg, s::lting, picklinz, manu=-
facturin~ of sausages, ries etc. Is done by tem major
=but smalle-scale~ enterprises. The nproducts are of high
aualitye. ’

“here are three canneries exporting more than 70 % of
their production. “iost of the enterpriscs are working
at 30 « 0 = of their canacitye

The industry nrovides more than 150 permonent jobs.
Salaries vary from 13.00C to aover 50,000 VI rer month.
The activities are mainly concentrated in Vila and Santos
“he contribution to the n.tional product auounts to

120 ‘jio VT.

3112 : Dairv nrorducts

The activities coiprise ¢t packing of fresh fluid nilk for
retail distribition, ~anufacture of fresh crean,
yoghourt, natural checse and ice creanm.

The industry is located in Vilae.

The demand is fluctuatin~, supply is rather unclastic and
conversing to the mini-wum demand owing to the tynical
nroblems of this industrye.

Imports have & 72ajor markoet sharee The industry absorbs
1% labourers earning about 3,53/ 0.000 VI/year. Total
investnent counts for about 15 *io VT, consurption of
encrery amounts to I fio VT and the contrilbution to GNP

is 0,05U.CuG VTe Xece cream is mainly iwportede The

market share of locally proiuccd ice cream, the raw
Zaterial of whichi is also isnorted, is less than 30 =

0 ie
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Canninm and preservin~ o€ fruits end veretables @

The main activities ere : oranze juice is nre~ared
of imoorted frozen concentrates, chenicals and su-ar
and bottled in nlastic hottles of different sizes.
Grape fruit juice is prepuared of i-morted frozen
concentrates and 25 = 30 % of loeal fruit juice which
is added in order to sweeten the hitter immorted
Juico. The industry e-uploys 12 labourers (including
3 females ) and pays 1,200.CC0 VT of selaries per
yeare

Totul investment amounts to about 12,500,600 VIe The
value added is 1,500,000 VT ner year.

The prices are rather hirh. The nrodv-ce is mainly
consuned by the hirh income earners and in hotels.
About 20 ' are exported.

Grain mill wnroducts

Some coffee peeling is done on Tanna, but no infor-
mation is available on quantitios.

Dakery nroducts ¢

The main activities are 3 ’lanufacture of different
kinds of breud, .cakes, ples and nastries.

The industry employs about 635 lahourcers, receiving
a salary of 11,0060.000 Vi/year. The v.luz adled is
34,00,0"0 VT/year. i‘ort Vila disnoses of modorn
bakeries, most of which are worikin- at %0 to 70
of their capacitye The nroducts are of rmood cuality
and the distributior is well organized.

anufacture of food proaducts not elsawvhere clao§iified

Main activities'': Coffee reasting and manuf cture of
ice. No information on nuantities is available.

Manufacture of nrenared anicmal feeds @

The two abattoirs produce atout 20U tonnes of meat meal

The value added is about 5,0C3.C00 VT, the employ=-
ment comprises § porsons. Further development is
ne~cessary ! quality, marketinge.
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d) lanufacture of puner cn! paper products, printing and
publishinm (ISIC 3 3%)

341 3 “lanufacture of roner ~nd noner nroaductse

The contritution of this subsector to the national
products pay be ne-lected. It is dimited to the manu-
focture of a few naner articl s litte unnrinted caords
and some stationery. It is included in 312 and amounts
to less than 2 .5 of that item.

341 ¢ FPrintine, publishine and allied industries 3

The printinz industry is well developped, printing news
papers, books, cowmercial printings otc. ilaving good
ecuipment and well trained personal (Ni-Vanuatu)e The
printing industry esploys 1 persons (12 wonen), who
are mainly Ni-Vanuatu.

Salaries vary from a':out 12.000 VT to 50.000 VT/-onth.
Imnorts of raw materials, paper, chemicals etc. amount
to 14 'lio VT per year.

The value added is 29,0%:0.0CC VT per ye:r. This figure

’

corresponds to a capacity utilisation of 30 "> only.

e) ranufacture of Chemicals and Chemical, Fetroleum, Coal
Itubber and I’lastic ¥roducts (ISIC : 35)

There are four companies in Port Vila which belong to
this groun, bhut for one of these commanies the chenical
sector is only nart of activities, prorducing detergents,
liquid soap, washing powder and lLleache

There is one plant mmnufacturing nlastic bottles of dif=-
ferent sizes ;3 and other nroriuces foam hoards for the
construction of houses usineg local wood and polyurethan
foiame In one company oxyrzen and acetvlena is produced.
The compinies belonring to this mroup disrose rostly of
seijeautonatic machinerv and the investorent involved
amonnts to 55 million VT. In total they eurloy '3 neople,
the salaries paid prr year amount to 5,3 nillion VT.

The raw materials which are processcd are =nlrnost all
imorted and the wvaluce of the imports er yeay is ape
proximately 29 million VT. The ener~y consumption per
year is abont 2,%00.0600 VT. For the plastic bottlos there
would be sood chiances for exrort, Lut diue to the lack

of remlar shivping links to other l'acific island the
nossibilities can only be used to a very liaited oxtent.
The canscity utilisation is in all comanies rather low,
rencing from 20 to 50 .

The coatribution to the GNP for the entire rroup amounts
to 14,3 million VT.

«e/7




f) Manufacture of None- ietallic :{ineral Products except ['roducts
of Petroleum and Coal (ISIC : 36) :

The only activity calssified under this groun which is
actunlly carried out in Ve wuatu is the falbrication of
concrete nroducts (classiiied in group JbvYv).

There are two coupanies in :ort Vila which arc nanuface-
turine concrete blocks of di“ferent sizes. Cn the whole
archipelago there can be found very s-1:11 entcrprises
manufacturing concrete Lloc'ise Mut the conditions and
prerecuisites for the runnine of these small enterprises
are very wnfavourable. The cement deliveries are ir=
regular, the price of cement is extremnely high &nd the
manufacture of the concrete blocks does not always meet
the real demiand i. e for a simple house without an
upner floor very often much smaller bricks containing
much less cerment could be used.

In Vila there are apnroximately 15 people occuried in
makine concrete blocks. "or the other islands no exact
fizures are availiible. It is estimated that at least 40
to 50 people on the whole archipelago are engaged in the
rmanufacture of ceoncrete t:lockse.

The contrilution to the national product for the whle
sector can be estimaded that at sround 1t million VT,
The share of imported raw materials due to the hich
cement vrices-anounts also to about 14 million VT.

The manufacture of building wnrterial certainly has many

rossibilities for future develonuent by, providing this
industry with cheap raw materials.

) Manufacture of fabricated metal products, machinery and
equipments (ISIC s 33)

33013 ¢ “Manufacture of structural metal nroducts 3

The main activities are : 'lanufocture of structural
conponents in steel and aluminiui, tanks, metal doors,
screcns, window frames, sashes, sheel metal comnenents
of buildinezs and solar water heating panels. The nunber
of wage earners varies between 30 and 45. ‘aces aount
to 54300070 VT per year. Total invest-ent counts for
110,0C0.000 VT, equipient to 70,000,000 VT. Immorts

of innuts total 53,000.00C VTe The contribution to the
GNI cones to 10,7500.000 VT,

The canacity utilisation fluctuates betweon 30 and 10 i,

es/8




3841 : Ship buildinec and renairine

Therc is one shipvard enrgare:!! in repair of mainly foreism
fishine boatse. .\n other workshons is making aluainium
boats up to 0 m. Sone five cother toat builders nake
s:ller Looats of different =mcterinls accacsionally. The
industrv employs from 1C = 20 labourers with salaries of
about 3,C00.00L VT per yeare. Innuis are =azinly imported
(werth more than 13,C00.0G0 VT). The value added cones to
6,000.000 VT.

‘The capacity uiilisations lies below 30 T

h) Other manufacturingz industries (ISIC : 3%) 3

The activities are limited to the manufacture of jewerelly
and buttons of mother of pearl.

The industries employ 25 (~ 30) labourers. Yages aaount

to 't,GCC.C0C VT per ysare The value added comes to
5,0C0.0CC VT,
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0.D.E. MINISTER OF FINANCE
DEVELDPNENT OF CEMENT - PROJECT

Inportance of the Projfect .

@) In rezalizing the cement project a very high investnent

b)

c)

c)

e)

f)

(exceeding 39 to §0 million 3) willl be nacessery. This
important investmnent will have great impsct and con-
siderasle effect on the ecBnomy of Vanuatu.

The realization of the project is of strategic importence
because ¢ cheasp bulldlng materisl for the entire corctzuce—

tion sector, including infrastructure (perts, wiharfs, 2tc.)
? =] ? ]

will be avoilable all over the archipelazgo of Venuatue.
This nmeans a strong multiplier effect of economic develope-
ment on all islands. The local price of cement could be
half to nge fourth of the actual price.

The high sharc of exports will necessitste regular and
frequendt communicetlons with the neighbouring countriea
which will stimulaote the whole sector of transports and
communicaotions in a very positive way. The development of
the tronsport and connunicatilons sector will oszin incite
an expgansion of many other economlic activitles.

The realization of the nroject has considerable income and
eaploynent effects. Depending on the conception of the
factory CG00 to 400 enploymente will be created.

The high share of exports in the total production involves
an imnoc-tont inflow of foreign exchanqge aend that meong a
substantial balance of poyments effect could be achievede

The atinulation of other economic activitices through the
reolization of the cement - project will cause 8 general
growth and prosperity effect., Tha direct and indirect

effects and the high incomes of this industry wi!ll incressc

the level of the well belng of the people of Vo :tu,.

..O./z
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g) The revenue of the Govornment as shareholder will b e
' consicersblie in addition tc the tex revenue from the
conent waric.
Develnpment ctroieqy
Being eware of the importance of this project there is e
great governamental interest in it. But at the some time
foreign private investors will show thelr interest in the ,
cevelopnent of ithe cement industiry. For thet reesson it is
necessary that the government encou—aces and usas private
initiatives buit plays ot the samne tlae an ectlve role in
thie overall developmente It i lmportant for the paovern-
ment to dispose of ony possible information ond to take
part at any decisions being taken in context of cenent
nroje This requires an independent project study and
arepa ion for decision making.

T C

o3
ct o

3

It is recumnmended to carry out such an indepandent study
with %he asslstance of UNIDO / UNLDP.

This ¢oecs not exclude private studies which could be used
for comparlison and control. -
?

ﬂg

Jar_development phases and :ine-table
-

3a) For the reallzation of ihe cement p-oject the following .

nhases arz to e distinguished : :

Phaseo: Harket'Studx I

.-

Since the prerccuisites from the geosloglical point of view
seem to be guaranieed and Vanuatu disposes of best potene
tial facllities 72> transport and there zre no technicel
problems, the developnent of the project depends maifnly
on the results of the narket study. Since the capacity
will be arsund 200.000 tons per gear the main markets can
only he countries with a larpe number of populstion. The
countries in aueation are Austirolis, Papua ilew Guinea and
Singapare. I% is envisaged to export to these countries
90 to 90 of total productian.

« -~

It is the objective of the market study to analyse these
markets ond the world morket. For this purpose il Eder
will vislt the obove mentioned countries from Juna 17th
"to June 33th, 1231. He uill then discuss the resulte of
the journey wiih UNIDO - Hecdquorters in Vienna and con-
. plete the market study by the end of July,. This study

should be cufficlent to make @ decision an the further
development of the project.

In case of a positive result it can be proceeded to the
next phase. '

' eee/3
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Second Phese:  Technisal Part of Fergimilite study
A cement engineer should anelysc ell ospects of the technicol
Ffeasibility ef the cement works with pariicular regord to
the following guesilaons :

- 'to take samples in co-operation with the gedlogical
department in such guantities that are sufficlent for
8 pilnt test;

- tu deitermins the technolongy besed on the results of the
tests

- to- make a plan and lay ocut of the cesent works;

- +o establish o menning table and to organise and describe
all technical requirecments;

- to estahllish the invesiment costs, production costs etc.:

- to estahllish 2 time-teLle Tor the implementaticn of the
project with detsils on iaplementation cosis etc.

Third Pnase; Financial inalysis ang®Evezluation of the Project

8ased on the markszt study and the technical fessibillity study
with all cost elements, 5 finol document is to te prepared to
allow o definitive decislion. — This fingl analysis shall cone
pile all the ecomomically important aspects aof the cement
factory and prcvide detailed information for the invesimens
decisicen. It should be carried out by an industrial economist.
It is desirable that $he industrial economist and the cement
enjineer work together far a2t least one or two wesks to settle
all the inter-disciplinery cuestions. 1! would perhaps be
advisable to hove 3 separate study on transport econoalics done.

All these prohlems can bte solved through UNIDS when recruiting
experts faor the studies.

B o T T
Lo Y

fFourth Phose: Negotiations within the Gevernment ond with potentlal
foreign investors and partners to prepere the Invest-
ment Decision,

L L P R L L P ¥ T 2. L 2 T L 2 L 2 O D 2 2 2 2 2 & dodod Al 2 X dadoded dad

Since thils cement project represents o very comples netter,
guring the time of prepering the studies frequent discuasions
with interected private investors should teke place. They
could zlready he the bosis for a future co-cperation.

At the time of toking a decision at the latest, the questians
of co-operntion ond the kind of partnership have to be settled.

’
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Coanlitoted snd cemprehansive contracts have to be sgreed

upon geteraining the kind of co-operatlon, the ralsing cof
capital, the financing.

Also in this phase UNIDO assistsnce can be offered.

Fifth FPnasnp: Awnlrﬂﬂ"t.uiqﬁ of the P“ojccf

P S g e e L LR oy Seapmieg

Part of the consultaticns and discussions will still continue
in this phase, in partlcular the final esgreeaent for the
contract with the supplying compeny, the definitive management
coniracte.

Aan institutional and personal settlenment neveritedless seems to
e advisable alresdy st the ting of the investment decision.

The main aobjective of this rifth phase is the estoblishment of
the Tactory, the crection of ihe internal organizaticn, the e
eaploynent and formation of the labour force. A detailed
cdbéscrliption of the variaous tasks tao be mznaged will be glven
in the economic feaosibilily 'study. ~

Ae a3 principle the Governaent should try to make the supplying
company responsible For a satisfactory investment and set up.

In case no aagreement on the naanzgement of the cement works

sould be worked out gt this stage or Af there are other dif- 7

ficulties, UNIDO cen give OPAS assistance for this phase,

%) Tine-tehle - gee annexe

4. Co-speszatlon with Bourgsois znd party
Private investors can certainly contrlbute useful essistance
ir esteblishinn and running the cement works. It 1s therefore
recommended to make best use of their services for the sake of
the econony of Vanuatu., But at the same time it is advisable
to persue the preparations of the projcct independently of the
private investnrs to h?vc gan impartial pasis for the decisions
to be taken. A contindus ciscussion at the different stages of
the project would certgily be produc‘ive.

If you azree with the propssed proceedings I request you *o glve your
wriiten consent by o letter to UNIDO Headzuzriers in Vieona so thet

I can prepare oll ihe necessary measures aftermay return to Vienna.
This might 1liamit the time lays to a wminimum.
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CP/be

UNIDO Headquarters VIINNA
via

UNITED NATICNY DEVELCOTTIUNT PROGRAIDG
Private “Mail az

SUVA !
FIJI |

Subject ¢ Consultancy services and further prosrmime of assistance

- t )

Dear 5irs, . - - 3

After discussing the results of the economic survey on manufac-
turing industry and the insicht obtained in various travels and
based on the experience of lire Eder's one year activity as team
leacer of the UNIDO projrct N®°. VAN/73/CO01 3 "i3mall and medium
scale enter-rises rromotion and developnent®”, the Government would
like to specify the use of the consultrncies, foreseen in this
rroject, as follows (the nrojccts are listed according to their
priority) :

1. Cemont works ¢ six to eizht =man months as outlined in a memo=-
randum prenared by C.D.Z. (copy attachad).

2, Copra mill : two to three -an months to have an independent
study on all aswects of a local copra mill.

3. Industricl plouning ¢ three man months to formulate an indus-
trial devalorment policy and strategy including a proposal on
the set~up uad orzanisation of the induatrial administration
and to counlote the section on manufacturing industry for the
develon-ent nline
It would be anrrecinted 40 ir. Zder could be recraitad for this
consultancy taking into account his coapetence and special
oxperierice in our countrye.
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e Smallescale tannery and leather industry : two man months to
investicatoe the possibilitics hased on the oulput of the loecal
abattoirs ~nd to elaboratie the invest-uent projects accerdingly.

5. #nin2l feed ¢ one man wonth to elaborate & projecct to tronsfory
the abattonir by - prodnucis ininapprowvrinte iced {or chicken, ninms
and cattle.

In a2 final discussion with ''re dder it was agreed unon that after
his roturn to Vicnana he will elaborate detniled job descriptions for
the ahova consultants in accordance with UNIDO.

The above listecd consultincics can bo entirely financed out of the
budzet of the present ULIDU project N°%. VAL/749/CG1.

The aovernment #rnuld be very cgrateful if the desired conscltonts
could hLe provided as snon as nossible to heln this Govern:ent to
overcone the rproblems of aftereindependence in the shortest poscible

timee.

Thanking you {or your cooperation and assistance, we remain,

Yeurs faithful

K/(/: 24 a (JA/\

K. Kalsakau
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