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Explanatory Notes

References to the Government means the Govermment of Varwatu unless otherwise stated.
Reference to $ means United States dollars, unless othervise noted.

A slash betueen dates (eg 1986/87) indicates a finacial year.
Adﬂnbetmchtes(egl%7-l99!)ixﬂim5ﬂefullpa-iodimol\edhci\dirg
the beginning and end years. '

n.a seans the data was not available. _

A dash (-) in tables indicates thet the amount is nil or negligible.

Value of local currency = Vatu dollar = VT and during the mission in terws of

United States dollars ($) 1$ = 102.56VT

.'Ihefollouirgd:b:wiatimmmedindﬁsmpon.

) 1) Business Development Unit

P Development Bark of Vamwatu

CARIOOM Caribbean Common Mariet

CFIC Ccenormealth Fund for Technical Cooperation

CIF Cost, Insurance and Freight

VA Distributive Value Added

EDF European Development Fund

ESCAP Econowic and Social Commission for Asia and the Pacific

FOB Free on Board

noe First national Development Plan

coP Gross Domestic Product

Qv Gross Netional Product

csp General systems of preference, a facility offered by the United
States awd similar to LOME agreement.

11 Industrial Development Training Scheme

WF Nationsl '~ Maypowor Dewelopment Fund

10 Intermationa]l Labovr Organization

SPEC Sout.n Pacific Buresu for Economic Cooperation

UNDP United Nations Development Progranme

UNTDO United Nations Industrial Development Orgsnization

A Value Acded

s

Unless otherwise stated all actions identified in this report are assumd to be the
responsibilicy of the Department of Industry and/or the Ministry of Industry and
Comrerce and/or Ministry of Finance, Commrce, Industry and Tourism.




The project SI/VAN/86/801 — Assistance in preparing a White Paper on Industriaiiza-
tion Policies - wms initisted in Septesber 1985 and effected betwesn May 1986 and June
1986. It required an intensive anelysis of the status of existing industrial infra-
structure and policies which followed detailed discussions with key persons in plamning,
related Government and Non-Government Institutions and Industry.

A draft hite Paper was presented to the Goverrment and reviesed in June 1986
vwith a Professional Tesm hosted by the Ministry of Finance, Commerce, Industry and
Tourism. Several recommendations were msde on policy and strategies to protect, attract,
prosote, assist, develop, sonitor and sansge industry and its programing.

Due to certain uniqueness in the economic structure of this island economy the report
was supported with three technical wotes on industrial restructuring, applying protection
and waluve added as a criteria for assessing industry pe:formance.

The report temminating this project sms prepered under a contract from UNIDO by
Zarle Tevlor, a comsultant In industrial strategy and policies who was recruited by
UNIDO's Industrial Planing Scction in lace April, 1986,
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OBIECTIVES AND STATEGY KR DEVELOPING THE MANUFACTURING SECTOR

Introduction

The thite Paper on Industrial Development outlines a framework for the
systematic development of the merwfacturing sector in the Republic of Vamuastu

over the period 1987 -~ 1991. Apart from presenting the objectives and policy

to be applied within the framesork of the Second National Development Plan,
the paper also provides a preliminary assessment of the present industrial
programee and infrastructure as well as the beclomrd and forward linlage potential
between Agriculture, Commerce and Industry.

The policies and strategies outlined here-in are intended to support Govern-
ment’s commitment to a restructuring of the industrial economy so that products
now being imported which can be economically prodiced locally and those industries
vhich exploit the agro-industrial opportunities will be fawoured. It is the
intention and hope of the Government that the strategies being presented will
attract entrepreneurs and investors from all sectors of the economy, as well
as direct and indirect foreign investment perticipation. The Governemnt of
Varuatu will also restructure and stremgthen the Department of Industry so that
it will not only have the capacity to inplement and monitor but the willingness
and urgency to respond to and assist in the orderly transformation of the economy
toomuhichispt'edadmlyptoduimoriated.

Industry overview

The marufacturing sector in Vanustu is still at the early infant stage
on the industrializscion spectrum. 1In 1985 the total mwber of enterprises
wvas 76. While the share of menufacturing production in gross domestic produ:t
awuncs to about G.&her cent, this has been largely sttributed to three subsectors,
food and beverage with over 5C percent of shere, paper and printing wich 11
percent and wood and furniture with 9 per cent. Apart from t sse processing
industries, menufacturing activity operstes on a a;ll scale and is Jargely
8 few plants producing light consumer goods and building materials. The table
below, table 1 shows the structure of the menufacturing sectcr in 1985, Exhibics
1, 2 and 3 show the compariscn for 1965, 1984 and 1963 respectively.

*hased on estimated GDP of 12.12 million VY.
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TAME 1

STHICTURE OF THE MANUFACTURING SECKR IN 1985

INASTRY Mo of  Total g pral.g MAY VAUE ANED (WA) -
SUBSECTOR Person  Fims 9™l Siles groues Content Share of Percent
Esployed (VIOOD ) (vrooo) VI OO0 (VT O00) IND pwhel 2 .
A A B c D
Food/Bever 2% 26 9700 11600 113200 458900 S8 .
Cloth/Textile 115 16 1090 S8000 3248 251N 3 ("
Wood Product 100 12 B0 12928 9863 69360 9 5
Paper/Printing 63 & PNO 12980 40600 88780 u ]
Chemical 8 4 1200 9840 4180 5660 1 8
Minerals 35 & 11000 s 0 043 A 8
Base Metal 4 1 2900 15873 26 8607 1 5%
Fab Metal k)| 3 1800 13300 75500  STAO 7 (%)
Electrical 7 1 2600 2645 13587 9058 1 w0
Rendicraft 1% 3 6940 19200 QP 1 2 .
Mis Prod 13 4 5660 4296 16260 28006 3 63
Tocal 8% 7% 2800 220630 1409183 797187 100 %6

Source : Data assenbled from statistics collected by the
Department of Industries, Varnuatu.

Notes : 1. Values above msy not add to total because of rounding.

2. Pacimsed inputs include purcheses of electricity.
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Employment in the sector stood in 1985 at 896 persuns approximstely 72 of the
country's total employed lshourforce. Of this total approximstely 23 percent were
femle workers, ewployed primarily in the Food and Beverage sector, Cloth and Textile
and Paper and Printing sectors.  Table 2 below gives a bresldown of the industrial
esployment from 1963 to 1986.

Teble 2
INDUSTRIAL EMPLOYMENT 1963-86

DNOUSTRY 1983 1986 1985 1906 *
Subsector D B I b I B M Be
Food/Beverage 16 262 2 30 2% & X %
Cloth/Textile 14 9 16 3% 16 15 18 117
Sooden Products 8 % 10 100 12 10 12 102
Paper/Printing 2 52 4 38 46 6 4 63
Chemical /Plastics 0 0 3 4 4 8 4 8
Non Met Minerals 3 0 3 % 6 35 4 k13
Base Metal 1 8 1 8 1 4 1 4
Fab Metal 2 ] 3 % 3 1 .3 3
Electrical (] 0 0 o 1 7 1 7
Handicraft - - 3 12 3 136 3 135
Miscellaneous 190 195 46 143 46 123 4 13
56 81 67 85 % 86 79 899

Source : Department of Industry
* Estimated

Although there hes been s steady increase in the dewelopment of both enterprise
and esployment the rate has been sommhat slow sweraging only 3% ssmmmlly., This level
of exployment is exceptionally low when compared to the total popuistion of the islands
estimated in 1985 to be 130,000 with s lsbourforce psrticipstion rate of approximstely
10 per cent.

-




From the above review it is clesr thet the acceleration of industrial development
is essential, both to raise incomes and esployment levels and to diversify the economic

structure amy from the heavy dependence on primary and subsistence agriculture. Never-
the-less  reliance will contime over the next few years on the inflow of foreign
direct investments, development losns and aid to provide the bulk of capital and the
techmical knowledge required for industrial development.

At the same time however, del.berate policies must be pursued to ensure the growth

of indigenous enterprises and to incresse netionsl mempower bese and perticipetion
in the sanagement, owmership and finencing of new indust<ies.

and strengthening the industrial sector towsrd the reslization of self propelling

growth and economic bslance. This is to be achieved through industries c.pedle

b.  To accelerate the pace of development of the industrial sector and significantly

d. To encourage an incresse in the level of indigenous perticipstion and comtrol




£.

h.

To attract and direct new ivwestments into those beanches of industry or projects
that have Goverrment priority.

T> promote a programee of geographical distribution of new industrial and related
service-type activities through innovative measures so as to increase wral esploy-
ment and conditions.

mmamhi—; for small scale entrepreneural development
-ﬂmlpuncip-dmintbemlgmiﬂu

Industrial Policy for 1987 — 1991

b.

Ce

To protect and prosote industries thet are approved mammfacturers of products
Wmmwmmwhaﬂmmmm
went desires to be produced locally.

mmacdimdmff,gaﬂodufummm

mmlm:itimmdﬁd_ﬂzad to apply policy with articulation and

consideration for the other sectors and the consuming public.

mdmuwmmmw tax and other incentives

based on the certified walue added content of production. Incentives will be
meﬁad:nin&hhtmmaﬂm@mwims.

To promote and assist industrial enterprises that have definite eport_capacity
and potential. Industries with export record, capacity and potential will be
accorded first priority in the use of national resources.

To the and , of through the promotion of regular
dislog, industry visits, and briefing sessions. in addition, the organization
otthw&hﬁmyuillhmxnd-dlmndm give grester
support and assistance to industry.




f.
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To increase coordination and accountability of the Ministry of Industry
on matters of policy relating to the orgamization, operation, performence
and regulation of industry and commerce. To effect these the two divisions
- Industry and Commerce wiil he linked urder the Ministry of Finance,
Comerce, Industry and Tourism and the Divisions renamed - Department of
Industry and the Department of Comerce. The Department of Commerce will
absorb the Division of Cooperatives.

National smapower development and training will be among the highest priority
of Govermeent and an Industrial Development Training Trust Fund and Board
will be established to facilitate thése training programmes and activities.

The rehabilitation and expansion of the industrial infrastructure in rural

areas wi!l be accorded high priority in Government owverall programme to
increase industrizl esployment and sectoral growth.

To promote and develop an active small scale industrialization programme
throughout the lands that will encourage the participation of Ni-Vanuatu
entrepreneurs and production using local materials and labor.

E. Specific Targets of the 5 Year Plan

The specific targets of the industrial development programme to be achieved over
the next 5 years are:

An  increase in real gross doamestic product comtribution of the sector
by a minimm of T.2Xper anmm during the plan period; that is, from the
level estimated at 2240 million vatu in 1986 to 3168 million vatu by 1991.

The development of the industrial sector on a basis that will achieve an

average anmual increase in export earmings of 13%; thet is, from the current
estimated level of 62.5 million vitu in 1986 to 125 million vatu by 1991,

To increase the netionsl pool of skilled labcur from the currem

" level estimated at 1020 in 1986 to 2520 by 1991.

To encourage industrial activity in rural sreas and incremse esployment
in chs rurcl conmmities by an aversge anusl total of 9% new jobs,
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e. To stisulate gromth and development of industries with high value
added in key SeCtOFSof the econony and to achieve an average VA content of
461 by 1991 from the current estimsted level of 36% o

f.  To sssist industry in the idencification of local and foreign markets

. s0 as to increase capecity utilization of enterprises from currenc
level estimuted at 4% o 50% by 1991.

g. To upgrade industrial infrestructure incluling the establistwenc
of some industrial buildings in urban and rural areas and improve
the technical capability of the Departments of Industry and Commerce.

F. Specific Issues To Be Addressed

Some of the main ptobl;s confronting industrial development in Vammtu which
will be addressed specifically include:
a. The shortage of development capital, especally working capital.

b. The lack of skills and expertise in the area of cost accounting, financial
accouting, industrial engineering, equipment selection and maincenance
servicing, marketing services and general industrial management.

c. The shortage of indipeneous entrepreneurs and the absence of positive
initiatives and training to develop Ni-Vanuatu's capacity to prepare,
menage arxd own profitable projects.

d. The minimum wages Act especially in respect of:

(1) industrial apprenticeship training
(ii) industries vutside of metropolitan Vila and Santo.

(i1i1) industries besed on inported inputs and geared specifically for
eport meckets. '

G. Stm for Indur.!z MM

The main ewphasis of industrial policy up to the present time in the Republic
. of Varustuy hes been the promotion of import subscicucion induscries mminly
: ‘ to satisfy the domestic meviet.
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The establisiment of these industries was encouraged meinly by duty free raw material
ad capital equipment imports, since the economy does not operate a tax system
or any foreign exchenge import restrictioms. This spprosch stimulated growth in
the menufacturing sector but also encouraged the estadlislwert of some uneconomic
production units utilizing mainly foreign technology and materials.

The scope of such a strategy for the long term development of the sector is
limited. For industrialization to have the best impact on netiomsl objectives
it must be closely related to, and linked with the development of other key sectors
of the econony namely, agriculture, and Commerce. Therefore a system of industrial
priority will have to be established and implemented to correct this growth pattermn
and to ensure a growth that is viable and sustainsble.

The following strategies will be pursued to support the above policies and
to achieve the specific targets.

Protect and Attract ing Industries

a. Market protection will be provided by the Government to those industries which
will generate significant benefits to the econony in terms of employment,
use of local raw materials, providing essential services, and exports. See
technical notes on Protection in Amnex II.

b. Goverrment will grant lower rates of tariff on imports to all memufacturers
where value added content is not less than 35 percent.

c. Mamfacturing industries with substantially higher value added will be granted
additional concession. The rates of comcession to be applied are shown on
the Raw Material Inport Comcession Schedules, see Exhibit 4.

d. A higher rate of tariff or import duty will be charged on finished goods to
remove the possibility of flooding of the domestic market.

e. In instances where it can be demonstrated thet domsstic production is availsble
or the domestic capscity exist to produce goods of a conparsble quality to
imports,Goverrmmnt will consider the application of a quots system to limit
the swount of inports of thet product.




f. Goverrment will exercise cation in the promotion of industries which will

prodice non-essential products intended for the local market and in the applicat-
ion of quota. See Amex II

of industries which have been granted raw material concessions to ensure thet

of Business Licences for indefinite periods if the imvestment is ome which

jo Government will grant to approved marufacturers comcessions on import duty

for a period of 3 years in the first instance. At the temminction of this
period a further extension may be granted depending on the relative improvement

in valve added. During the period of the first comcession, if substantial
improvement has been made in value added, Covernment is willing to consider
a new application before the expiration of the original concession.

enterprises will be relieved from peying thu. 9% consumption tax on items
exported.

l. Goverrwment will grant a 12.5% percent reduction on the cost of Business License

for all enterprises engaged in exporting activities.
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Goverrment will establish designeted aress for industrial development and
for which rental or lease will be controlled by law at nominel rates. In
atiavion , the Government plans to construct several sssll merufacturing
complexes in Efate and Santc initially with related amenities to ease the
shortage in factory space and to foster rural industrial development.

2. Promotion of Industries

In order to pramote industries and industrial development Goverrment will

pursue the following strategies:

b,

Ce

d.

Iwvite potential imnvestors (in managesble groups) from existing merufacturing
and comeercial enterprises to briefing sessions on Goverment policy and direc-
tion. All documents on incentives, support services, as well as the simmarized
plan for the country's industrial development will be available for distribution
and discussion.

The appointment of an Advisory Board for Industrial Promotion to be chaired
by the Minister of Industry and Commerce. This Board will be composed mainly of
influential private sector entrepreneurs and counterparts from the rel-vant
public sector. ‘ngadvisegivmwlllfomﬂ:basisofthemfordz
Action Committee in the Departwent of Industry.

Launch intensive merketing research programe to identify and quantify sources
and availability of raw meterials, local and/or foreign market demand, as
well as local and prospective foreign investors. ’

m:hmhusiw&iwmmmmlmmdmm :
of Industry and Commerce to identify products that can be mamufactured locally
mmmm@;mm.

The industrial policy and strategies as outlined in the PLAN to be summarized
in the foom of a swll booklet and publicized widely to all existing investors,
potential investors and displayed in offices of all supporting sectors as
wll as through the intermstionsl network conmnected with Vamustu. This function
willlazplyhccﬂdubydnnﬂlyminliuddimunfum
Promotion in the Department of Industry.
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A prominent and permmnent location will be designated for the display
of all locally mede products.

Include the Netional Production Priority Schedule (NPPS) in the Guide
to Investors for all products and projects thet are considered desirable
for local and foreign investaewts.

W-ﬂsﬂum

b-

Ce

d.

The Depertments of Industry and Commerce will be restructured and strength..
ened t5 give clear sigmals of authority, defined operational perameters,
targets, budget and lines of accountability. The organizational chart
is shown on APPENDIX 1. It is envisioned thet a junior Minister or Minister
of &tate ¥ will be appointed under the Ministry of Finance, Commerce,
Industry and Tourism to be directly responsible for these two very
Departsents. ’

The establistment of a standards officer with responsibility to include
inspection, quality monitoring and control, approval and certification.
This officer will be identified, at the earliest opportumity, given the
necessary relevant training and exposure in an appropriate standards
training institution and basic testing facility. The standards officer
vill assume the quality control duties now being partially carried out
by the Commodities Marketing Board.

The establishment of a Business Development Unit (BU) in the Ministry
of Industry and Commerce to develop, assist and advise smll and wedium
scale entrepreneurs in comerce and industry. ‘The Business and Develop-
went Group in the Departwment of Cooperstives will be absorbed and developed
to cover both aspects - Industry and Cooperatives developmenc.

Excourage the establishment of a mawfacturers association to isprove
the isage and to provide a code of ethics for the industrial sector and
to be the main link of commmication between Industry and the Department
of Industry.

To appoint an emcutive of the menfacturers association to all relevant
public sector bosrds e.g DIV.

* Member of Cabinet but not necessarily a mamber of Parliament
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f. The establistwent of a rural industrial extension service. The responsible
officer to be the retrained Head of the District Cooperative office or someone
assigned to that office.

&, Imeltive,l’ufo_umdm

a. The promlgation of necessary legislation to establish Value Added as the
primary criteria to promote, develop ad assess industry for incentives and -
concessions. See Amex 1 for technical notes on Value Added.

b. The enforcement of the Audit Act or some other formal system of Anmual Returns
obligating memfacturing companies having sales turnover in excess of 2,000,000
VT sho are enjoying or seeking approval for concessions to make audited returns
to the Department of Industry anmumlly for the continuetion or extension
of concessions. This measure will not only improve wanufacturing efficiency
in Vammtu, but bring Vammtu's industrial sector in line with international
business practice. Of course it will also help to improwe the quality and
integrity of industrial statistics collected and analysed for sectoral plaming
and certification of VA content. See Amex I for VA interpretation and calcula-
tion.

c. The current practice of collecting monthly or using average aonthly estimates
of production statistics to project industry share of gross domestic product
and other vital national output indications will be discontirmed.  Until
the Audit Act is re-introduced, quarterly actuals will be used with adjustments
made at year end based on the last quarter or year end statistics.

5. Mupower Development

a. The establishwent of a Industrial Apprenticeship Training Scheme (IATS) to be
funded jointly by Government and the Private Sector. The scheme is to be
adwinistered ‘Wolly by a Board of Msnagement drawn from the Government and
Private Sector. It will operate a national network in both urben and rural
centres utilizing facilities at existing industries. Program and curriculum .
to include skills training in all major discipiines, on and c€f-the-job,
business education at various levels and entreprensurship. :
&hﬁy% Netional Menpower Development < Levy

Trust Fund  (NMOF) ~

Y Y
Industrial ség.mwv mm scholarship
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Ce

d.
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The pramulgation of appropriate legislation to establish the Netional Menpower
Development !\Iﬂ(ﬂl!')aﬂmmlevyu\dlqlmrsbasedon
a one pexrcent of gross employee wage bill and allowing for rebate of up to
100k of direct training costs to employers who operate an approved training
programe.

In conjunction with the Ministry of Education seek for the expansion ~f tech-
nical training facilities in primary and secondary schools and to work towards
the developmamt of the vechnical school in central Vila witi. English as the
operating laagpege. The importance of this development camwot be over enpha-
sized as sy industrial programme proposed by Govermment will be severely
hampered by the quelity and awailability of technically and wocatiomally
skilled labour force.

The promulgation of legislation to establish a National Apprenticeship Training
Programe to be administerecd by the Ministry of Industry and Commerce shich
vill give qualified school leavers industrial training experience in various
trades for a period of up to 2 years with a specific weekly allowance to
be paid by employers. "M minimum weges Act of 1984 will be modified to
accommodate the Apprenticeship Training programme. See clauses 2,3,11 and
12 of the Act shown on Appendix 8 and draft under the Appendix 6.

6. Infrastructure and Support Services

b.

Co

The early conclusion of direct air traffic from Vamatu to the major sources
of supply and mariets.

The epansion of linkage rosds to potential industrial sites in rural areas
including sites identified for ssw milling, and other smll scale food process—

ing operations.

The epansion of electricity, telephone and water in all msmjor rural centres
outside of urban and suburben districts. This will necessitate an epansion
in existing power gsmeration and telephons exchange facilities. Telephone
and telex services are currently proposed to link all major commmities in
the islands of Vammtu. Ses Appendix 9.




d. The establishment of mini industrial estate complex suitably sited and sized
outside centre city Vila and Luganville with all related amenities.

Such a complex will encourage efficiencies in the distribution of utilities
and support services, as well as in production, labour and industrial linkage C' °
development. Besides, it will demonstrate Govermment's commitment: to industrial
developrent .

7. Export Development

To date, the incentives available to the meufacturing industry are not
specifically geared toward export-development. In recognition of the vital role
which exports must play and the need to expand beyond the traditiomal forrs of
exporting i.e beyond primery production, the Govermment will incroduce additional
incentives to develop mfxmdmm:ommam
growth in export earnings.

a. The rewval of the 5 percent export tax on exports of mamufactured goods
provided the ratic of export to domestic sales is mot greater than S0%.

b. Goverment will grant a 12.5 percent reduction in the cost of a Business
Licence for mamsfacturing enterprise engaged in exporting activities.

c. Business Licenses for memufacturing operations will be increased from 1 year
to 10 years with appropriate provision for an astomtic anual renewal.
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Amrex 1

TECRTICAL NOTES ON VALUE ADDED AND EOONOMIC PERFURMANCE

MEASUREMENT

1. Every enterprise enmploys resocurces - capital and peopie, in ratios depend-
ing upon its relative endoswments — to create something of value. What it creates
are goods and services, some of which are used directly by its citizenry, some
exported asd others passed on to other enterprises as raw or intermediate inputs.

2. The economic value the enterprise creates is the difference between the cost
of purcheses (raw materials, technology, compoents, equipment, supplies, energy)
and the income from the sale of the goods and services produced. What the enter-.
prise does therefore is add value to the purchashed inputs of materials and energy.
‘l!usd:eecanicpmduivity(?e)oftheampriseisgivmasz

1
Pe=VA}(L+K)K'

P = economic productivity

VA = value added in dollars

L = total payroll

K = capital esployed in dollars

r = cost of capital (depreciation of interest rate)
1 = payroll per worker

3. Similarly, the formulas for the partial measures of the economic productivity
of labor and capital are:

1
PC (L) = VAs L &
1
Pe x) sVA'!'KR—
&, For nationsl development the success with shich the enterprise creates
. "valug added” using its resources of people and capital is a critical measure
of its use of imported inputs (foreign purchases). Thus, the economic performence
. index (Pg) is obtained by aggregating the respective economic productivities
of all the enterprises/sectors within the system and adjusting them by the domestic
input ratio* |

* domstic input rstio i{s somstimes referred to as the domstic resource ratio
(09R)
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Amex 1
tethodelogy for cllculti.-Llncal Value Added

s. Wl

Value Added for Sector j

=Pd+Pl‘+Hd+(l’d+APd+Ld+0l+P

subscript are left out for simplicity.

6. lLegend
Pd = local payroll deducting 50% of payments to resident
Foreign nationals or 70% of wage bill.
PT = process time or machine time ( sometimes as - renral value)
Hd = value of local waterial used
(!'d = other Jocal purchases (subcontracts)
e, = avoided purchases (remt or lease)
Ld = levies (tax, duty, insurance, interest) ) ax
Ot = overhead expenses excluding foreign payments and depreciation
P = profit retained in the business or distributed to local
shareholders (repatriated profits are deducted)
7. Method 2

Value added of each sector, vij in real terms, can be obtained from national

accomting statistics by calculating

P Pr
)b=l-0-1;:ﬂﬂﬁ>ﬁ1

V. = (X
5= &
Py Xyfp By

3~

xij = value of total production of industry i of sector j;
"ij = materials isported for industry i, sector j;

” = nationsl income deflator;

* apply only to amount actually paid.
"  cost of capital is also deducted in case of foreign investment




8. Method 3

Given the limited data base on industrial stotistics in Vammatu, the very sparse
inforsmtion obtained by the Department of Industry from companies who are neither
obligated to report the incomes, salaries or expenses comected with the business
and who are wot required to produce audited statements, it is conceivable that
neither method 1 nor method 2 can be applied at this stage. Given the sensitivity

vicre M = Gross margin
X = Other unidentifiable local expense (assumed here
55555 gross margin)
S = Net selling price of product
R = Rav- material pruchased from imported source
P = Payroll and salaries of all esployees

9. In some coumtries a signifirant portion of the comwdities mamufactured by some

industries (e.g joint venture arrangsments, or contract agreements SWer IO or
GSP msnufacturing systems) are manufactured on commission for non-menufacturing
enterprises from materials owned and supplied by those enterprises. As a consequence
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Fwsﬁhmhﬂm&ﬁdﬂsmﬂmm those comodities
is likewise not reflected in the figures for purcheses, transfers in, and selected
epenses. hmlibmmminmnmmw
m-uhwmmw&mmaﬁimrm
transfers are made in either raw material a finished production Or where sales
are wade from one unit in the chein ard invoices are sent from another.




10.

1.

le for Ca VA content

Assume cospeny XYZ hes the following audited statement

1. Amwsl sales 1591600 W (S)
2. Value of isported raw waterials used 11327200 v (R)
3. Amnl Payroll of salaries and wages

(Total) 97600 vVt (P)

Fromthesryy C=P+R+X (1)
M=S-C 2)
=S-P-R-X(3) therefore X=S - (M+P) -R
VA=S-R-X (&)
=S-R+M~S +P+R substituting for X from (3)
=M+ P Pcmesemrio

shere C = tocal costs
S = total sales
M = Gross margin
R = Value of Raw Materials
P = Payroll cost
X = Total other expenses

Assume 30 of payroll is attributed to foreigy nationals
VA=M+ .7 Medium Case semario
- _ _—3 _ 4

Assume 30% of Gross Mergin and payroll is attributed to Profit and other
psyments to foreign netionals.
VA. 0m+0”
=, 7M+P) Vorse Case senario

mummmmmmmaﬁ

VA= (M+P)= .25 x 1591600 + 97600
= 495500 v

VAL = 495500 / 1591600
a3




12. mm—mmmmmma.n

VA=H+ .”
=.5x1$l@+.7xm
= 466220 W& -

VAL = 466220 / 1591600

=29

13. mmmm;ﬂ&m!ﬁnmd.ﬁ

VA 0.7(M+P)
7 (.25 x 1591600 + 97600)

346850 W

VAL = 346850 / 1591600

_



Industry Location Poiicy

ENVIRONMENT FOR INDUSTXY DEVELOPMENT

1.

2.

1.

Up to the present time there is no policy guiding the location

of industry. Growth has followed the reasonably developed infrastructure

around the Port Vila, Efate, Luganwville, in Santo -

Electrical power and Telecompmication service in these areas are of
a generally high standard but alsost non-existent in the centre of the
island swhich are minly used for timber and agriculture crop production.

Recent efforts by Government to encourage a geographical distribution
of small industries have resulted in a wider spread of enterprises but
these only extend to the sub urben vicinities because of infrastructure
of electricity, telephone service, water in some areas and inadequate
road network in others.

B. Raw Materialc and mlz

The availability of raw material in Vamuatu is limited to agricult-
ural products mainly. For example, ample supply of fresh fruits, ground
crops, poultry and cattle, fish, copra, shells and timber are available
for further processing. The industries however continue to import a
high proportion of raw material even where adequate supply of primary
products do exist. To some extent this has been encouraged by past
policies as trade occupies a strong place in economic activities. Table
3 shows the ratio of raw material inputs in industrial activities between
1963 and 1965.




Raws Material Ratio in Mewfacturing Sales, Vauatu
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Table 3

Raw material ratio of Maufacturing

ISIC Industry based on sales
Code  Subsection 1983 1984 1985 Comments
3 Food / Beverage M 74 n Very high
32 Cloth & Textile 56 53 56
k¢ Wood& Wooden Products a2 54 46
34 Paper & Printing * &5 3 31
35 Chemical - - 42
3% Non-metals & minerals 60 60 42
37 base metal 46 46 )
38 Metal Fabrication 69. 67 57
Electrical /Electronics - - 60
Handicraft - 3 2
39 Misc Products & 50 37
Manwfacturing Sector
Weighted Average 67 67 64

2,

C. _Priority Trestment for Manufacturing Industry

1.

The Food and Beverage sector has the highest import coefficient
foilowed by Fabricited Metal Products. Since 1963 the picture has remained

almost the same in relative

tenms exept for the electrical and elect-
ronic industry recently established with a high coefficient of .6

Mart from duty free access for inported raw material and capital
equipment there has not been an aggressive effort to attract and promote
industrial development. The infrastructure for credit and financing
is quite sophisticuted for an island economy but is still hesvily biased

toward the comercisl sector and activities.

* Improvement due mainly to the addition of the printing subsector.
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2. The objectives of this plan is to correct some of these traditionsl
biases and to establish a greater degree of belance in the economic
system. It is our hope to persuade commercially oriented entrepreneurs
tosmrd the productive sectors of the economy. A new package of positive
incentives is being offered to support the transition as the country
seeks to cope with its dnfavoursble balance in trade and paywents.
Grester encouragement will be given to industries that exploit the export
potential of cur mational and netural resources and those thet add sub-
stantial value to domestic production

D. Credit and Finance Structure

1. Vammatu hes a well developed Financial Sector which plays a major
role in the economy. The presence also of an intermational financial
structure isplies that this sector could heve a grester impact on indust-
rial developwents and programmes if economic and feasible project proposals
can be generated. Intermational support has been resomebly forthcoming
in many areas of industry and it is envisioned that further technical
support will continue.

2, The country has one Development Bank which is currently limited
in soft financing facilities (low interest & loans) but is mch under
utilized in the area of nomml financing. During the next 5 years Gowvern-
ment plans to increase the loan capacity of the Development Bank by
approximately 50 million Ve. This facility will operate on a rewolving
fund and repayments to the bank will be rolled over for finsnce other
feasible projects/small and medim scale industrial and service activities.
Table 4 shows the percentage amual increase in losns to the productive
sector as reported by the Central Bank of Vamuatu in its 1985 anual
report.

3. Capital formation based on domestic savings is currently not a signifi-
cant contributor to dovelopment capital and policies will be introduced to
increase domestic savings habit and local capitsl base.

4, Appropriate legislation will be introduced to allow savings bank to
onlend funds to Ni-Vanustu investors directly or through the Development
Bark.




SECTRS 1963 1984 985
Agriculture . +3. .3
Mining & Marfacturing +21.4
Tourism +27.3 y. 1)
Construction k-] +77.7

All productive =actor + +28.1

Source: Central Bank, Vamstu

;Eong—&ﬁ&Eg

The manpover pool of domestically available skills is increasing
but still inedequate to suyport an expanding industrial programe. A
large proportion of technical and menegement skills have still to be provided
from external sources. Government hes recognized this need and plans
to impleent an intensive and cosprehensive training programee during

the period of the plan to produce the required new skills and to improve
the level of employed persons. Shortages are critical in the fields of
sccounting, engineering and general wenagement,. The current method used
to fix Business Licence fees is to be modified to remove the anti biss-
towsrd increasing the esployed labourforce. i.e fees based on turmover
rather then on mmber enployed. Category Bil of the Business License
Schedule Rate is shown on Appendix 7.

To achieve the targetted incresse in local skills and menagement personnel
the curriculum of the technical school in Vils will be expanded to offer courses
in English as well as French. A tescher training programme in Industrial Arts
i——f%?!—w?ugsgugémsggua
by 1988, Technical assistance for this expansion will be sought. For
manegement training, prograwmes and scholarship will be provided to quslified
persomel from ths Netions! Merpower Development Tyvse Pund.




F.

hzmﬂ&m

1. As an islad economy, seperation from major merkets impose additional
burden on imports as well as for exports. Marlets which are closest to
Vawatu include — New Caledonia, Fiji, Australia, Cook Islands, Papua
New Guinea, Sawe and New Zealand. The closest and major merkers being
Mstralia and New Zealand. The islands however all seem to be targeting
the same WO markets with alsost the same type of product range. Recently
the Government has encouraged the diversification of trade to include
Holland and Japen. Table 5 shous the composition of imports from the
major countries avi Table 6 shous the dirvection of exports dwing the
period, 1980 - 1985.

Table 5
Varusatu Isports by Country of Source
1980 — 1985 in percentage and 000 VT

1980 1981 1982 1963 1986 1985
Astralia 35 35 B B 35 %
Fiji 10 1 9 7 7
France 1 1 9 9 9 9
Japen 11 12 B3 12 13 12
New Zealand 9 0 1 10 1
Singspore 6 5 5 5 &
Fong Kong 3 1 & 3
United Kingdom 4 4 , 4
Others 1% 10 16 1 15 1h
Tocal percent 100 100 10 100 100 100
Total velue 0D Ve 355 W05 431 5219  SE33 6463

Source: Central Bank, Vanuatu.




Tsble 6 shous the composition of export destinetion between 1980 and 1985
and the increasing role of Japsn and Holland as sarkets,

Table 6
1980 - 1985 in 000 VT

N

B U8 RE

Although energy ad its developments will be addressed elsevhere
in the Second Netional Dewvelopment Plan, its role has an importimt part
in the development of an industrial programe. It is the policy of Govern-
ment over the next 5 years to incresse the electrical power generation
capacity and the distribution system to include new industrial sites
and commmities beyond the urben and suburben areas.

Vhile the quality of electricity service is presently high, perhaps
the highest in the South Pacific Region, Government recognises the limitat-
tion on the spread of distribution. Howewver, ofl and fuel inports into
the {slands, coupled with instabilities in world prices and supply meke

it necessary and uwrgent for Vanustu to isplemsnt an energy policy.
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3. Various alternatives are currently being investigated to replace
imported oil but in the meantime greater effort and enmphasis should be
paid to energy conservation in industrial enterprises. The developrents

. plamned in this area will include the installation of hydroelectric
facility in Santo and Tanna if feasibility tests to be concluded are

i positive. The possibility of using wood waste from timber and sass-milling
operations are also to be investigated as a matter of priority.
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Anex 11
TECHNICAL NUTES ON FROTECTION FOR MANUFACTURING INDUSTRIES

1. This note is important as an addendum to the industrial plan and strategy
for 1987 - 1991 because of:

a) Govermment's intention to mske a structural shift® towerd an industrial
econow.

b) Govermment's desire to build not just a diversified but a balanced economic
structure and

c) The strong economic bese of the commercial sector and the current bias
tosard trade.

2. Protection is a necessary device to facilitate industrial development
but more sc to srart the industrialization process. In a smll merket economy
lile Vamatu vhich shows a serious lack of industrial entrepreneurs, : policy
that is explicit and unambiguwous is absolutely necessary. But even more import-
ant for the successful achievement of the stated objectives is an implementation
programme that speaks fairly to each and to all.

3. The techniques used to implement a policy of protection for industrial
development are almost universally the same package. The strategy, the timing,
the feedback and the response are however what makes a policy succeed or fall.
In this case there is no question whether protection is necessary. But protect-
ion in this economy must aim to achieve two things:

a) to stimulate existing and potential entrepremeurs to
make the shift from trade to production and
b) to achieve the above without economic loss or conflict.

4. Such a strategy requires clear comamication in policy and from policy-
malkers to the various levels of the economic system. The fact is that the
major pool of existing entvepreneurs are commrcially oriented and therefore
the tramsition will not necessarily be understood by everyone on the first
or even the second meeting but it will be understood eventually if every one

inplementing the policy understands the objectives. i.¢ Incencive  officers,
custom officers, investrent officers and the intermediste hierachy.

* The current heavy bias towards trade and commerce needs to
be balanced by industrial expansion if the agro-industrial
linkages are to be realized.




In a smil country, particularly an isolated island economy, the use
of investmrt capital intended for industrial development has to be properly
wanaged. Experience in other countries hes shown that quite easily fimished

escapes paying the applicable import dury. Bur the effect is even worse,
because once it starts it usually develops to the detriment of che sector
itself shere others are forced by competirion to do cthe same in order to resmin

visble. Thus, a programme to incresse industrialization chrough protection
gﬁgggﬁ. To be able to detect these wariations the
customs officers have to be properly trained and specialized.

For this resson it is supgested thet tariff meesures be complesented
vith a system of quota on those products shich have definite domestic production

Scage 2 should be reached when awmilable production and capecity are
in place. The system should then be contimscusly somitored by the Department
of Industry to reverse the process of protection and to allow worid prices
to orderly moderate the cost of domestic production. It is ac chis stage
thet effective protection becames impostanc vhere the protection is gradually
relessed ac the most effactive points in the industrial process. There ave

several methods to estisste chw 3ifective pate of proesction buc perhaps the
sinpliest is given by

* Apply 75% of maximm intended tariff and allow S0T of imports
n finished products.

#* Apply 100Z of intended tariff snd sllow 75X of imports of
g_-&vn&-nno
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Basple for calculating Effective Protection Index

Assume comparyy XY2 having the following Audited Statement

1. Anmm] Sales 1591,600 VT

2.  Value Added Content 3z

3. Value of imported raw msterial used 1132, 700 VT -
i.e Rsv waterial to ocutput 1132200/159160=.71

effective rate of protection is expressed as:

e=If- (l.x R.)
v
vhere e =  effective rare of protection

If = normal duty on imported finished goods

I-= normal duty on isported raw material after
concession

R.= Ratio of raw material CIF walue to output

V = Value added ratio

Assume normal duty of 37X on finished good imports i.e If=.37
ba-e3ncamsiasonranteriali-portsi.el-=o

e=,37-0
Il

= 1.19 Maxim» Protection

Asaummusimonrwuteﬁalsiuporudl_ = J7

e=.37-(.37x .71)
31

My index above 0.35 indicates a level of protection

Assume import duty is reduced from 37% to 29%
Laareduimof:iathmln = (.37 - .25) = .12

effective rate of protection e =0.37 - (.12 x .71

0.31 )
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PART 111 MEASURES TO SUPFCRT INDUSTRIAL STRATEGY

A. Introduction

In sy industrial development programme it must be a necessary part of

. policy to have certain standards by which performance can be measured. This
serves to guide the industry as it moves consciously in pursuit of its own object-

- ives. Ir industrial plaming thece are several benchmarks that are used and
several countries have different approaches. It is the feeling of Government

that some output indicators are more meaningful than others and especially for

small economies. The unit of measurement that will be used to assess industrial

progress in Vawatu is the Local value added contribution by each manufacturing

enterprise.

B. Manfacturing Value Added

1. Through the applicatior of menufacturing value added (MVA) criteria industries
will be identified for concessions on import duty and other incentives detailed
in the sodified Guide to Imnvestors. Industries with real improvement in value
added content will receive priority treatwent. The schedule shown on Table
7 below describes the system that will be applied. The development curve is
shown on Exhibit 4.

Table 7

Raw Material Import Concessions

Inport Duty Rate of lbtvaluatibdcambyaqurise_
concession in percentage W 7 - 60]9-50148~40}39-35136-20
100 x
0 x
0 { X
- &0 ; x
35 , X
- 25 x

Note: This schedule is to be read in confunction with Schedule III of the Varuatu
customs tariff regulation.




change with incressed activity in tourism. This is clearly an area in
vhich epansion must take place for export markets and every encouragesent
will be given to develop industries that are predaminantly export- oriented.

In the sector of base metal and minerals the country will continuve
to attract foreign investments to explore and develop the potential re-
sources including mangsnese., copper, gold and limestone. The Governement
will also be willing to consider joint ventures with private companies.

4. In addition to concessions besed on VA criteria Goverment will
be introducing a combined system of tariff and quota . This is to ensure
that imported goods are not allowed to flood and destroy the domestic
production. It shouid be noted however that a certain level of inports
will be permitted to stimulate efficiency and quality consciousness in
local production and to regulate consumer prices. Other measures to
develop the industry will include increased technical and marketing assist-
ance especially in the choice of equipment and techmology and export
market development.

C. Reorganization of Industry

To support the increased industrial activity in medium and smll
scale industrial enterprises in partiuclar, the Departments of Industry
and Commerce will increase the range of assistance and the response time
to industry problems. The Business Development Unit's role will be expanded
to cover not only the urben centres of the major islands but all rural
areas where industries presently exist or villages identifiied for small

showm on Appendix 1. To further assist and strengthen industrisl and
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a) Mn advisory Moerd on Industrial Development Promotion with
mesbership dran from lesding commercial and industrial entre-
preneurs from the private sector and representatives of key
public institurions.

b) mmmmm’mam
officers of the Ministry of Industry and Commerce and cheired
by the Honourable Minister of Industry and Commerce.

The Goverrment hes recognized the serious lack of available technical
skills, msnagesent trainees and entrepreneurs as well as the impact this
critical shortage is having on industrial productivity and the developsent
of indigenous entrepreneurs. Toward this objective a national programe
for skills and menagement training together with a cosprehensive apprentice-
ship system will be implemented early in 1987/88. The apprenticeship scheme
will have a control coordinator in the Department of Industry and the prog-
rame will run on a revolving basis for two years at the end of which success-
ful trainees will graduate with a certificate of competence in a particular
skill. The full pexticipacion of industry will be needed and trainees
will be paid a specified weekly allowence during the period of training
See appendix 6 per draft order to establish the apprenticeship board.

In the area of infrastructure the Ministry of Industry plans to build
a cosplex of factories and support facilities to meet the shortage of factory
space and to attract linkage and export oriented industries. The program
to upgrade utilities will be expanded to metch the industrial expansion
and will include developments in ports, wharfs, electricity and comumiication
in wben as well as rural aress.

LEGISLATION TO GUIDE INDUSTIRY

Relevant legislation will be introduced to establish Value Added as
the principsl criteria for assessing the effectiveness of msmufacturing
enterprises and industrial development in Vamuatu. To ensure thst industrial-
izstion tskes placs consistent with intermational practice the Audit Act
will be enforced making it obligatory for conpenies whose awwual sales
are in excass of 2 million VT to make anvusl sudited returns to the Departmant
of Industry.
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This will apply to cospenies enjoying concessions or seeking concessions.
See Arex for draft proposed ovder.

2 As dowestic industries develop there will be grester need to momitor
and maintain standards and quality in production particularly if some of
these products are intended for export warkets. The Government will be
establishing a standards office under the Department of Industry in early
1987/88 to assist industry and consumers to assure safety and quality in
local and inported products.

1l [T (IR o [ LERINNI] (AR [T o [ il [ [




1.

2.

3.
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Armnex 111
TEONICAL NOTES ON "INDUSTRIAL RESTRUCTURING

Structural transformation or restructuring in the industrial sense, inwolves
a series of planned steps to align industry, more closely with the country's economic
realities and to maximise the country's comparative advantages. These steps if
not properly cowmnicated can be perceived by the sectors most likely to be affected
as strategies intended to reduce their portion of economic activities amd a policy
which had good potential could be rebuffed to revocation.

By its nature, restructuring is concermed rmore with existing rather than
new industries, though in fact it inherently includes the latter. This is so
since the development of new product lines or industries are usually - essential
elements of restructuring.

It is inportant for the sector undergoing the change to understand the extent
to vhich existing or plamed programs will be affected so that changes can be
planned without conflict and made without chacs. In Vammtu where the industrial
and commercial infrastructure is largely owned by non Ni-Vanuatu it is necessary
and highly recommended that briefing sessions be held to explain the enphasis
of Government and the key elements of the programmes that are geared to:

a. 1imcreasing efficiency of present operations, i.e. increasing productivity
of production inputs (labor, supervision, plant management) through
training and inprove management practices.

b. imcreasing efficiency of machinery use (higher capacity utilization),
through nultiple shifts, improved maintenance and operating practices;

c. rationalization of technologies and equipment imported i.e. assessing
and choosing most practical, easily learmt and serviceable techmologies.

d. improving methods of production, including purchasing practices, dlspatch
and time management to give greater production per unit cost or time;

e. changing the conposition of output: less production of some items, more

of others; starting of new lines and sometimes phasing out existing
lines through appropriaste and regular program review.
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f. dugﬁgd\;mimimofirdmy, from smll to medive® or from
medium to small to achieve economies of scale_or phasing out uneconomic

units.

g. changing the pattern of trade, so that goods thet are normally impoited
and which can be produced locally be given first priority before imports. N

h. changing the ownership of industry, by encouraging the commercial sector -
perticipation in the ounership of industry.

i. relocating plants to more desirable sites;

j. effecting inmprovements in evergy use and its management;

k. improving plant design, resource flow and general plamning through methods
ard productivity analysis.

1. increasing efficiency and effectiveness of Covernment institution and
Rublic Service conmpanies by regular monitoring and inmproved accountability.

* While the present emphasis on small scale industries is
highly commendable, it is important that a programme be
put in place early to guide the transition from small
to medium and to strengthen medium level industries so
that they can develop necessary cross linkages between
subsectors as well as to encourage the backward and
forward integration with agriculture and commerce.
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PART IV ROLE OF KEY INSTITUTIONS
A. The Role of the Depertment of Industry
1. The Departwent of Industry was formally set up in 1984 as a first

mejor attempt at creating a structured industrial organization. Qbwiously,
as a2 new departwent some of the functions would not necessarily have
been transferred from the sections that had been carrying the portfolio

previcusly. As a result the Department's effectiveness has been restrained

largely because its functions, role and authority are still not properly
dafined. Several other sections of Goverrment are either duplicating
or doing splinters of what the departwent should be doing. The organisat—
ion chart proposed and shown on Appendix 1 is am attempt to define the
structure and role which the department of Industry will have in guiding
the industrializ ation course in the islands of Vamuatu.

2. Shown on table 9 is the Department projected manpower requirements.

Table 9 Manpower Requirement, Department of Industry

1982 1983 1986 1985 1986 1987 1988 1989 1990 1991

Director - - 1 1 1 1 1 1 1 1
Sor Dev. Officer o 1 2 2 2 3 3 3 3 3
Jnr Dev, Officer - - - - 2 2 2 2 3 3
Scatf Engineer - - - - 0 1 1 1 1 1
Standard Officer - - - - 0 0 1 1 1 1
Asst. Standard Off. - - - - 0 0 1 1 1 1
Regional Dev. Off. - - - 2 0 2 2 3 3 3
Resesrch & Plan Off. - - - - 0 1 1 1 1 1
Business Dev. Off.* - - - - 0 0 1 1 1 1
Ind Training Coord - - - - 0 0 1 1 1 1
Secretaries 2 2 2 2 2 2 3 3 3 3

Support Scaff - - - - 1 1 2 2 3 3
Total complement 2 3 s 7 8 13 19 20 2 22

#* In addition to BDU currently under Department of Co-operatives.
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The strengtheved and restructured department requires a complement
of 13 by early 1987. For it to be effective and to achieve the objectives
of the plan six persons are required. A preliminary assesssent of the
marpower deploymnt within the present Ministry of Finence, Cosmerce,
Industry and Tourism indicates that at least three of the above places
can be filled by relocation and training. With the linking of the Department
of Cooperatives, the Business Development Unit shich presently wmbers approx-
imately 6 can essily be redeployed to serve both Industry and Commerce
in-urben and.rural areas.

B. Bole of Regional Offices

C.

1.

2.

Appointment of regional development officers in each of the major
islands to strengthen the industrial development effort will be a positive
move for industry. In the interest of effectiveness new regiomal officers
will be located in the present District Offices of the Department of
Cooperatives. The intention here is that techmical assistance can be given
from the District Office whecher the need is for trade or production.

With a department staff complement any less than the above the industrial
programe can not be fully effective. Industries that have started require
constant technical support and guidance and a department that camot respond
with help in the field will not have the respect or the full confidence
of industry.

Role of the Public Sector

1.

In order to achieve the objectives stated in the Second National Develop-
ment Plan, Goverrment recognises that certain investments on industrial
infrastructure are not only necessary to mmintain present levels of industrial
activity but that these will need improvement and modernization from time
to time. Therefore Government, directly or indirectly through Public sector
corporations or jointly with private local or foreign partners will contew-
plate capital and recurrent expenditures based on its revenues and on the
priorities assigned to such projects. These will include ports, wharves,
roads, postal service, radio, tslecommmication, electricicy and weter.
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2. In addition certain fessible production type investments that may
appear to be too large for private local cr foreign investors, Govermment
wvill comsider favoursble joint ventures in such investments. These will
include bese metal and minerals or products that impinge on national security
and sovereignty. Goverrmest way also wish to imvest in production type
activity to stimulste esployment perticularly in rural aress where the
infrastructure might not readily attract privete irnvestment.

3. The ratiomle for the emphasis on joint ventures in respect of new
industrial activities is thet the majority of those activities which can
be described as large scale have substantial baclkeerd and forwerd linkage
potential and thus great economic benefit for the society. The strategy
of public sector participetion should be seen as one aimed at accelerating
the rate of growth of industrial development and capital formetion within
the industrial subsectors to generate waximm direct and indirect effects
upon the growth of the economy.

D. % Industrial Activities Identified for State Participation

L. Public sector participetion will be pursued in the following areas
of industrial activity during the plan?

a) wood processing
(to strengthen existing facilities)

b) Textile Fabric Production
(joint venture with local or foreign partner
for export production)

c)  copra processing and product research

d)  Low Cost Housing Panel
(joint venture with local/or foreign pertner for domestic
merket)

e) Garment Training and Demonstration Centre

£) Industrial Developmmt Training Centre

g8 Pertilizer oroduction ( a possible joint venture project linked
with Rice production)
h) Mini industrial complexes in Vila and Santo

1) Pap".ino extraction project (possible joint venture)
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E The Bole of Small Scale Enterprise

1.  Socio-Economic Objectives

Small scale enterprise development is intended to address certain deficien-
cies in the socio-economic structure of the comtry. The main social
cbjectives are the decentralization of menufacturing/service and retail
activities to weet immediate needs of rural cosmmities, to provide balance
in the distribution of economic power and to promote self-reliant initiatives
on the part of individuals and commmities. The main economic objectives
are to supply manufactured goods from local raw meterials, to develop
indegenous enterprises based on local skills and talents, to promote a
greater level of savings and investment fund based on indigenous capital
fornetion.

2.  Entrepreneural Development

The development of the small-scale sector should be seen as the starting
point in the development of indigenous entrepremeurs. It will provide
a logical followwp to the acquisition of skills in handicraft, garment,
leather, pottery, painting and artistry as well as in other traditiomal
areas of wood, food and service related acrivity. By its nature, the invest-
ments will be limited to capital outlay below 2 million vatu or emterprises
enploying 10 persons or less in the case of mamufacturing industries and
sales turnover of below 3 million Vt for service and related activities.

3.  Quiding Policies

In keeping with this broad framesork, the development policies that shall
be applied, with regard to the 'smil scale enterprises’ will be as follows:

a) The small scale enterprise development programse shall be integrated
with the over-all National Plans for industrialisation, with an
increased budget allocation of its own, for promotion and development
aspects.

b) The guiding principle in the development of smll scale encerprises
is the maximm utilisstion of indigenous raw meterials and further
processing of these locally available raw seterials, in producing
ranufactured goods.
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d.

f.

h.
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Development of these enterprises shall be based on the selective
approach, taking into consideration their sustainsble viability,
conpetitive strergth and growth potential for domestic and export
warkets.

In order to develop a Ni-Vanuetu class of enterpreneurs, all menufact-
uring, service/retail trade activities, with a capital investment
ad amal turmover of VI2 million and VI2 million respectively,
shall be reserved exclusively for Ni-Vammtus only. These will
include certain besic industries such as handicrafts, pottery,
leatherwork, certain wood products, fibre cement roof tiles.

Action shall be initiated by the Ministry of Industry and Commerce
to transform traditional artisan workshops into smll sodemn factories
only after careful assessment of. their scope and potential contribue-
ion to economic growth and in the case of those which have wo
scope for transformation, the policy would be to assist the tradit-
ional artisans to acquire new skills.

There are certain handicrafts which play a vital role in the economic
social development of the country. They shall be identified and
assisted, because of their employment potential, foreign earming
capacity and their frwalusble contribution to the preservation of
national arts and crafts.

Selected small mhmrpriusﬂnllbemunpdaddenloped
to enter into export business, for which the necessary assistance

shall be provided by the Government.

To further support the expansion of smll scale industries, Govern-
ment intends to provide during the period of the Second Plan a
sm of 50 million Vt to the Development Bank for on lending to
qualified entrepreneurs and projects. Such awount will be limited
to tw million vetu per investor and the provision of a 1 year
moratorium will be considered.
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mmiesofcovenmt

1.

The following agencies will be strengthened and placed in position
to collaborate meaningfully in the areas of industrial firancing and
programing: The National Planmning and Statistics Office, The Development
Bank of Vanuatu and its affiliations, The Commodities Marleting Board,
m:ﬂmn&:ﬂ:ﬁ:m&m(ﬂmﬁs)

Bole of the Private Sector

1.

2.

3.

Inpenl.dtcammwishstobuildmmn-yuuiswfﬁcm.
lyself-ptwellilgtl:ud\mmnlicmdnthsmcaﬂy
flexibility but diversity and balance. As such it intends to limit
its imvolvement to not more than 35% of economic activity. The rest
lies in the purview of an efficient and far sighted private sector.

It is envisaged that the private sector will become more
heavily involved in commercial production of non-traditional
agricultural products like citrus, cocoa, peanuts, coffee,
sweet corn, paw-pavw required to service and support agro-

industrial processing for domestic and export markets.

It is also the intention of Govermment to encourage the
transition from "import only” trading houses to "import/
export” trading houses. For such development, Government
is willing to comsider additional benefits for importers
making this transitiom.
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PART V SECTORAL DEVELOPMENT PROGRAME AND PROSPECTS
A. Introduction
1. In the following peges a review of sectoral development options

and prospects during the plan period 1987 - 1991 is presented. Also
exhibited is a schedule of projects and programes to which Govermment
is comitted or is plaming to initiate. It must however be recognized
that at this stage it is not possible nor desirable to develop an
all embracing programme wminly because of the significance of the
private sector and the piwtal role it is expected to play in the
industrial econowy. Similarly, it is Goverrments intention to attract
foreign investments in certain areas and at this stage it is impractical
o know the megnitude, programsing and timing of these investment
decisions.

2. Because of these considerations, the irvestment progranmes and
projects identified for implementation during the plan period should
ot be regarded as exhaustive. It is intended mainly to give an indicat—
in of the general direction in shich industrial development will
be noving and these projects and products in which Goverrment is willing
to consider investments in. Modifications to this list will be necessary
from time to time, based on other developments which are anticipated.

3. The pattern of future industrial development will contirue to
be shaped by the availability and expansion of merkets, the resource
endowment of the country and the supply of techmical and supporting
services from multilateral, intermational and bilateral sources. Though
the islands are smll, the diversity of its agricultural, forest and
sea resources offers grest opportunity for the development of new
processing industries as well as the linkage expansion of existing
enterprises.

4. The program to spport this increased industrial activity in
the islands of Vanuatu is detailed on Appendix 2 and 3 and calls for
approximetely 208 million Vt worth of expenditure® in the industrial
sector for the period up to 1991. Of the 225 million Ve worth of
investment possibilities projected spproximstely 135 million Ve

represents projects which will be pursued eicher on a wwolly owned
basis or in participstion with others.

® excluding reserves
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Local financial participstion and foreign international assistances
will be sought €0 materialize other  needed infrastructure. The rest
represents recurrent experditure to msintain the industrial infrastructure
which will be provided fzom Govermment - reverue.

B. Food and Beverage

1.

2.

The food and beverage sector shows the highest potential for imsediate
or early epansion in both value added content and range of products. Currently
the VA content. is among the lowest in the industrial sector at 29L in 1965,
as a result of the high content of imported raw weterials. Expansion in
sector must therefore proceed with full recognition and use of the available
and produceable fruits, ground crops, fish, meet etc in a dynamic and integrated
programe with the Department of Agriculture.

Table 10 below indicates that the Food and beverage sector has the highest
ratio of sales to esployed labour of all the memnufacturing sectors, and as
shown on Exhibits 1, 2 and 3 it is the largest employer of the domestic Labour
force.

Table 10
Sales to Labour Ratio of Maufacturing Sector.

1SIC Indusery Output/Labour Ratio
Code Subsector 1983 1984 1985
%N Food and Beverage 18.3 18.1 16.3
;7] Cloth and Textile 4.5 4.5 5.6
B Wood & Wooden Products 5.3 4.6 3.9 -
% Paper & Printing 3.8 3.8 3.8
35 Chemical - - 8.2
% Non-wetal & minerals 9.2 3.3 4.3
37 Base metal 4.1 4.0 5.5
38 Fabricated metal 17.6 11.6 7.2
Electrical & Electronics - - 9.4
Handicraft - 2.8 2.8
39 Miscellansous Procucts 5.5 5.5 7.8
Mefacturing Sector 9.9 9.5 9.9
~eighted sverags

Source : Derived from deta cospiled by the
Departmant of Industry, Vanustu.




3.

The food and beverage sector is therefore one of the key sectors
ecarsarked for development and priority during the period covered by this
plan. Its expansion must take place in two direcrions as a critical
sector to take up the gep thar will be left by staged reductions in imports
(import substitution) as well as meeting export target markets through
an intense food processing programme - (export development). Table 11
gives a sumary of imports of foodstuff 1982 - 1985. Among the products
that will be encouraged for local and export production will be; cocomst
oil, lamdry soap, fish products (canned and frozen,) mest products including
sasages anud ham, fruit juices, jass, jellies and spices, coffee, (camned
and boxed) cocoe butter and cigarettes.

Table 11
Main Import of Food and Beversge Prodwcts
1982 - 1985 in 1000 W&

Food 1982 1983 1984 1985
ten X000 Ve

Meat (frozen) 50,656 36,99 41,663 65,179
Eggs 3,261 4,229 6,004 5,003
Fruit (fresh) 16,083 18,586 15,473 21,874
Vegetable oil 24,355 20,7462 33,266 32,80
Olive oil 3,526 1,008 1,251 2,33
Camed fish 76,913 78,480 96,015 105,918
Meat 4,211 1,082 2,421 892
Cristaceans 4,335 60,659 71,925 7,284
Sugar 08,929 98,659 8,810 82,932
Cocos 15,098 18,167 25,554 2,85
Cereals 81,M1 9,708 105,787 103,174
Cornflakes 12,369 15,335 20,601 20,79
Vegetable 42,168 4,818 46,293 50,217
Ice cream 16,391 6,058 7,343 19,084
Mineral weters 8,159 6,344 6,341 8,470
Beers 69,287 8,121 98,774 89,438
Cigarettes 40,600 43,300 30,500 44,260
Tobecco 19,105 17,839 25,481 2,481
Misc edibles ' 60,640 30,192 68,951 93,204

Sowmrces Netionsl Plaming & Scatistics Office.




As shown on exhibits 1 - 3 the VA content of this sector, has remsined
still between 1983 and 1985 with an average of 451. The raw waterial
content is also steady at an average of 55L of sales, bur all raw waterial
is imported. The fact thet the domestic merket is smll which in a
sense could justify imports of a high content, meens thet grester efforts
at exporting have to be made. This industry has assisted the industrial
development of several countries that have geered their development

strategy tosmrd export production, and by extension to an unlimited
market. Apart from merginal developments in the printing and dying
of household linens ad towels, the major expamsion of this sector must

be to meet the vast but very cospetitive export markets for standard
and fashion garments.

This industry because of esploywent and foreign exchange potential
is clearly one which Government intends to develop in the export area
through foreign investment or joint venture arrangement. To this end
a gamment demonstration unit will be established to analyse productivity

of labour and economic feasibility. In terms of leather the possibility .

exist to menufacture leather products of handbags, shoes, luggages &
travel goods. The demonstrative and training programe currently being
carried out by the Department of Industry is to be expanded during
the Plan.

D. Wood and Wooden Products

This sector has not yet been fully established and the forward
linkages with domestic grown timber are yet to be exploited. Curremtly
the import content of memufactured furnitive is still relatively high
a 4671 in 1985. Through an integrated development programme with the

. Department of Agriculture, the possibility exists fcr a large mmber

of mumll-scale sav milling operations to be established in rural areas
close to tisber sites which will act as feeder to larger mills and creste
seversl other smil scale activities in joinery, carving, crafts, toys

as wll as furniture mewfacturing.
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Most saw milling operations are presently operating below plant
capacity. Production output is limited by a serious lack of wood curing
facilities. Expansion in this area would definitely increase the quality
of lumber produced and give the industry the capacity to fully meet
the demands of the local warket and the ability to export quality processed
and treated board. Table 12 gives the breakdown of the imports of lusber
ad row material of wood. Table 13 shows the production of log and
timber for local and exports for period 1982 - 198%.

Table 12
Inports of Lumber and Wood — based Raw Material

1982 1983 1984 1985
Saun timber 9 () 12.3 (13) 104 (5)  20.0 (18)
Plywood 12.6 25.0 200 18.8
Fibre board 7.3 13.5 11.9 0.6
Others 7.2 12.0 18.0 66.6
Total valve (VT) 36,1 (2) 62.8 (31) 60.3 (151) 106.0 (140)

Items in bracket show value of total exports
Source: Corpiled from data supplied by Central Bank of Varmatu.

Table 13

Preduction and Export of Timber Products

1982 1983 1984 1985
x1000 n’ x1000 w x1000 H’ x1000 H3
Prod BExported Prod Exported Prod Exported Prod Exported
Total Log 6.7 ) 11.9 36.5 33.0
Log for eport 1.0 .01 4,0 48 27.2 5.5 2.2 1.7
Log for sasmill 5.7 7.9 9.3 10.8
Sawn Timber 1.9 0.6 34 0.6 3.7 0.2 4.9 0.8

Source: Conpiled from data supplied by Comwdity Msrketing Boerd.
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3. This sector has tremendous potential not only for meeting urban require-
ments for large scale production furniture but small scale and specialist
production for rural craftsmen, cabinet makers and carpenters. In addition
to the domestic market for sawn timber, posts and poles the export market
will be examined and products identified. R

E. Paper and Printing

1. The paper and printing sector has shown great improvement since its
introduction in 1983. It currently registers one of the highest value added
content, 69% in 1985. This very promising achievement has been due to a
large extent to the addition of the printing industry which is operated
almost entirely by Ni-Vamuatu and which is among the top four in terws of
proficability. Table 14 below shows the sectors performamce in the three
years since its introduction.

Table 14
Profitability of the Mamnufacturing Sector

Industry " Profitability performance in percent

Subsector 1983 1984 1985

Food and Beverage 1 2 i)

Cloth & Textile 2 2 27

Wood & Yooden Products 39 2% 28

Paper and Printing 2 0 @

Chemical - - 45

Non-metal & Minerals 29 - 37

Base metal 2 29 36

Fabricated metal 25 25 29

Electrical - - 29

Handicraft - o (V]

Miscellaneous Products 33 40 50 -
Menufacturing Sector y4) 3 26

veighted average .

Notes: Profitability ratio calcilated based on gross margin

Source: Derived from data compi.ed by Department of Industr,.
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To further strengthen the sector Government wishes to see and support
the marwfacture of exercise books, emvelopes, post cards and a murber
of school and stationery products now being imported. This is an activity
which has high priority and Goverment is willing to joint venture or
encourage private investment to develop this very vital industrial linkage

sector.

F. Chemicals, Plastics and Rubber

1.

In a modern society the use of chemicals and plastics is almost
basic to life. This sector is relatively new and is certainly an area
in which great potential exist to meet the inport substitution targets
of Goverrment. Recognizing technology limitations, significant improve—
ments in value added is mot anticipated during the period of the plan
but diversified product expansion in areas such as plastic bags, extrusion
of water pipes, electric conduits, creams and basic cosmetics, industrial
parts and household chemicals, adhesives, tapes and hair products are
within scope of the industry's development.

G. Non-metals, minerals and base metals

1.

These sectors, with the exception of shells have been declining since
1983. Known deposits of manganese have all been used. However, large
deposits of limestone, clay and pozzalana base exist in all the major
islands of the archipelago. This is an area of activity in which development
is accorded priority. Govermment is willing to joint venture with local
or foreign partners in the development of this very critical area of economic
activity., Products in which development will be encouraged include pottery,
bricks, ceramics and plateware, gypsum tiles, floor tiles, toys, jewellery,
ornaments of bone, stone and clay.

H. Fabricated Metal Products

1.

Products from fabricated metal have up to now largely been directed
at import substitution intended to meet domestic needs. Its development
over the past three years have been steady, Mamufacturing value added
increased from 317 in 1983 to 43% in 1985. Currently the range of products
is stil! narrow and further development is foreseen in: metal lamp
bodies, metal office equipment, such as desks, filing cabinets, barbed
and fencing wire, nails, metal cans, corrugated sheets of aluminium, zinc
& steel , bolts and hinges.
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Electrical and Electronics

1.

The electrical and electronics sector is relatively new
in Varuatu and as such enough information has not been available
to measure its performance. In fact only one enterprise has
so far been established. The development potential however
includes mainly items of import substitution. Value added is
mot expected to be significant during the period of the plan.
The potential exist none-the-less for a broad range of consumer
items which have high foreign transfer costs and which could
include products like switches, sirple motor starters and fluore-
scent batten lanp fittings.
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Import /Export Performence Criteria

A. Industrial Exports Performemce

1. An analysis of industrial export is made difficult given
the fact that very little data is available and the information
available is not disaggregated. It is therefore mot possible
to meke any weaningful diagnosis of the sectors perfornmance except
to say that manufacturing exports is for the most part nom-existent.
Between 1979 and 1983 two items of amy appreciable walue suhich
could be related to industrial exports were recorded; i.e Manganese
with an export value of 41,800 vatu and camed beef with a value
of 269,000 Vt. Table 15 shows the major items of exports and
the opportunities for agro-incustrial linkage industries.

Table 5 Export Performance

*

1999 8 8 8 8 & 8 8 8 88

Copra 155 592 1071 710 1308 5 36 35 35
Cocoa 9% 9B 117 57 182 193 183 174
%ffee 2“ 7.4 8.3 2.5 5-3 hd - -
Canned beef 64 46 4 59 51 308 31 362
Timber 1.8 1,2 2 2 13 26 X 32
Manganese 5.4 4.3 36 446 24 - - -
Others 321 136 131 172 198

TOTAL 2016 80 1401 1027 1781

* Projections made by NPSO
The above figures are in '000 Vt and may not add to total due to rounding
" Source : NPSO
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2. From the above information it seens clear that industrial exports
in the Vanuatu econooy will not be a2 major influence in the first two
years. The opportunity for exports lie in the further processing of primary
products. A good possibility exist for corversion of cocoa to fat or
soap or chocolate. The possibility also exist to export it in the form
of paste to memufacturers of chocolate. The process requires Further
investigation and should be among the target of the presemt industrial
programees .

.B. Selected Products for Import Substitution Industries and their
comespmdng(:[f' import values in 1985

1. Food, Beverage Million Vt
Cocorut 0il and cream n.a
Butter, condensed milk and other dairy products 3
Vegetable, oils and fats 60
Soaps and detergents LY
Prepared meats, including ham and sausages n
Fish including camed fish 106
Fruits and vegetable preparations incl. spices 50
Jans, jellies and juices n.a
Poultry (dead) %0
Cigarettes and tobacco 67
Beers 89
Cocoa and coffee 23

2, Cloth, Textile and Footwear
Gaments, and made - up cloching 146
Linens and furnishings 3
Footwear 59
Toye of cloth n.a

3. Wood and Wooden Products

Furniture of wood (incl. beddings)
Poles and posts

Lurber and wood

Brooms and brushes of wood

i 8 g
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4, r, Print Million W&
Exercise book, envelopes, notebooks n.a
Post cards n.a
Toilet paper n.a
- Printed material (selected) ' n.a
General printing n.a
N Packages, cardboard n.a
Paper and paperboard 129

S. Chemicals and Plastics

Paints, stains and varnishes 43
Cosmetic and toiletries incl. hair products 106
Disinfectants n.a
Industrial and household chemicals n.a
Adhesives and tapes n.a
Plastic bags and other plastic materials 105

6. Non-metal, Minerals and Base Metals

Cevent and cement products 50
Bricks and floor tiles n.a

7. Fabricated Metal

Barbed wire n.a
Nails and staples n.a
Metal cans (selected) _ n.a
Metal furniture n.a
Metal office desks and filing cabinets n.a
Metal cupboards n.a

8. Electrical / Electronics

. Electrical cable and plugs n.a
Switches (selected) n.a
. Fluorescent batten fittings n.a




C. Selected Products for Menufacturing and Export Nevelopment

Projected Annual Revermue

*000 VT

Desicated coconut, cocoraxt oil & cream 10 )
Coffee carmed and booed _
Cocoa, cocoa butter and powder 5

Fish products (frozen and camed) 10

Fruit and Juices (boxes and canned) 12

Beers arxl cigarettes -

Garment, linens and towels 5

Crafts and toys 3

Sasn wood, and processed timber 25

Soaps and detergents -

Corrugated zinc and aluminium

Costure jewellery
Pottery and ornaments

Shell products
Toys of wood and cloth

S#MMUF‘

Total

Source: NPSO and Central Bank of Varuatu 1985 report
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D.  Memfacturing Industry Priority Criteria

1. The above list of products are indicative of industries with isport
substitution and export market potential. It is not exhaustive, Govermment
is prepared to consider all industry proposals where meaningful economic
contribwion can be demonstrated. However in view of the Govermment's
policytosa\eaﬂearnfmig:ad-@’pﬁoritymﬁubegim
first to industries that demonstrate ability to esrn foreign exchange
and secondly to import substitution industries with the highest walue
added content. Third priority will be accorded to industries which
are closely linked to the first tw categories and which either supply
raw or intermediate waterials, packaging or services. Fourth priority
will be accorded to those industries which are geared primerily for
the domestic market and located in rural areas. Fifth priority will
be accorded to industries geared primarily for the domestic market
with seaningful employment of ni-Vawatu. Other industries will te

E. National Production Priority Schedule

1. Priority 1 Primarily Export Industries with 100% exrorts kased on local
inputs.

2. Priority 2  Highest Value Added with Export potential are industries based
on Wood and agro-related products with VA content  greater
than 58%.

3. Priority 3  Linkage industry and services industries catering for priority
2 industries nostly.

4. Prioricy 4 Industries in rural centres.industries with high employment
of Ni-Vanuatu located in rural centres.

- 5. Prioricy 5  Domestic markets with Ni-Vanuatu enployment .industries
producing products primarily for the domestic market chat
- employ about 83% Ni-Vammatu.
6. Priority 6  All others
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STRUCTURE OF THE MANUFACTURING SECKR
IN VANUATU, 1985

ISIC INUSTRY No  of Total  HNet  Purchased Gross NANF VALUE ADDED (MVA)
—_— Payroll  Sales Inputs Margin Content Share of Percent :
Code  SURSECTR  Perzon "i0™ (VI 000) (vr o0) VTGO VT 00O (VT 000) 2
A___A B < D E :
31 Food/Bev 7 2% 9700 1591600 1132200 361300 458900 S8 2
32 Cloth/Tet 115 16 10300 58000 32268 15452 25752 3 I7X
33 Wood Prod 100 12 33400 12923 59863 35060 69340 9 54
3  Paper/Print 63 4 30 129380 40600 55080 88780 11 6
35  Chemical 8 4 1200 9840 4180 4460 5660 1 8
3%  Minerals 35 4 11000 2133 2320 19613 0412 3 58
37  Base Metal A 1 2900 15873 7266 507 8607 1 4
38  Fab Metal 31 3 18600 133600 7500 39100 57700 7 (]
Electrical 7 1 2400 2645 13587 6658 9058 1 w0
landicraft 136 3 6940 19200 4259 8001 14941 2 78
39 Misc Prod. 28 4 5660 6296 16260 22376 2803 3 63
Total 901 7% 223X0 2206370 1409183 573487 797187 100 36

Source: Data assewbled from statistics collected by the
Department of Industries, Vanuatu.

Notes: 1. Values above may not add to total because of rounding

2. Gross Margin derived by author based on an average rate of .25

of sales obtained from informal discussion with seven owner
operators where either purchases appear to be out of line

or not available.

3. Purchased inputs include purchases of electricity.




- 63 -

BExhibit 2

STRUCTURE OF THE MANUFACTURING SECTOR

IN VANUATU, 1984

- Total Net Purchased Gross MANF VALIE ADDED (HVA)
ISK IOUSTY £
¢ —2 % Payroll  Sales Iuks  Margin Comtent St of  Percent
Code  SUBSECKR Persosm Firms (VI 000) (VFOOD) VT 000 VI Q00 (VT 000) Out put %

A A B C D E

31  Food/Bev 3% 2 68250 1234483 915600 250633 318883 & 2%
32  Cloth/Text % 16 4800 21648 11560 5288 10088 2 47
33 “ood Prod 100 10 35499 163347 88595 39253 74752 11 %
34  Paper/Print 38 4 19000 DI 26337 29777 487 8 67
35  Chemical 3 3 - - - - - - -
36 Minerals 50 3 1870 61758  3729% 5696 26464 4 %)
37  Base Metal 8 1 4900 1973 934 5600 10700 2 4
38  Fab Metal % 3 15600 181000 121800 44400 60000 9 33

Electrical 0 0 - - - - - - -
39  Handicraft 120 3 6800 18800 4414 7586 14386 2 76

Misc Prod 143 4 30881 170906 85548 68362 85353 13 -
Total 855 67 206500 1945590 1298182 456793 647408 100 13

Source : Data assemble from statistics collected by the
Department of Industries, Vanuatu.

Motes: 1. Valuves ahove may not add to total because of rounding.

2. Gross Margin derived by author based on the average rate of .25 of sales
obtained from informal discussion with seven owner operatorswhere either
purchases appeared o be out of Jine or not available.

3. Purchased inputs include energy charges.

ST I L L [T N L Ll el L1 | | [




Exhibit 3

STRUCTURE OF THE MANUFACTURING SECIOR
IN VANUATU, 1963

Total Net Purchased Gross MANF VALUE ADDED (MVA)

s TOSK —————M:‘ ::m Payroll Sales  Inputs Margin Copene Share of Percent
Code  SUBSECTOR “Eaployed . (VT 000) (VIom0) VIO  vrooo  (vrooo) Output o
A A B C D E
31 Food/Rev 262 - 3691 980105 774809 151605 20529 34 21
2  Cloth/Text % - 820 343 29M AL 1311 3 4
B wood Prod % - 30002 160080 68077 6101 92003 15 57
% Paper/Prikc R - 2977 99962 45033 28952 4929 9 55
35 Chemical 0 0 0 0 o 0 0 o o
%  Minerals 7o - 2995 29862 166117 80791 110745 18 0
37 Base wetal 8 - 4800 197% 913 580 10600 2 58
3B Fab metal 2 - 8336 146466 101491 36639 w915 7 3
Electrical 0 0 [+ I 0 0 0 o 0 0
39  Misc Prod 195 - 29 15261 V.03 5054 70058 12 51
Total si1 60 18883 18727113 1259736 426143 612977 100 33

Source: Data assenbled from statistics collected by the
Department of Industries, Vanuatu.

Notes : 1. Values above may not add to total because of rounding.

2. Gmssunrginderivedbyaxlnrhasedmmaﬁerage rate of .25 of
sales obtained from informal discussion with seven owner operations
vhere either purchases appear to be out of line or not available.

3. Purchased inputs include purchase of electricity
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Exhibit &

NPPS Schedule 111 Raw Material Inport Concession

Inport duty rates

of concession %

Net valuve added contribution by enterprise
z

75 115-@ |9-50]|®-w|39_-35|w-20 |

Notes:

This schedule of concession is initially for 3 years from the date of initial

production and is granted on the basis of net value added being mo less during

the period than that for which the enterprise malified.

This concession may be extended for a further period, reduced or removed after
the period has expired. The Department of Industry has che responsibility for
periodic inspection and review to ensure that value added is mintained or
improved during the period. Inproved value added will be considered favourable.

This schedule is to be read in conjunction with Schedule I1I to che Vamuatu
Customs and Tariff Regulations.

arve showing VA we 100
average at 1986 and Targets .
for 1991, 1996 and 2001

respectively,

MATERIAL
8B &8 & &

RAW

VA CONTRIBUTLION %
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ESTIMATED RECURRENT BUDGET
DEPARTMENT OF INDUSTRY 1987 - 1991

1986 1987 1988 1989 1990 1991

. Permanent Staff Numbers 8 14 18 2 2 Y
Established Staff Salaries 400 8225 11575 13500 15500 17000
Daily Rated Labour % 150 180 180 200 20
Personal emoluments 4790 8375 11755 13680 15700 17200
Travelling & Subsistence 450 &0 450 00 600 600
Books, Periodicals 300 300 0 200
Stationery 450 525 525 550 550
Rublic utility charges 600 650 M0 700
Fuel for Vehicles, vessels etc 60 100 120 120 150 150
Spare Parts & Other Plant
Maintenance 50 80 80 ) % %
Hire charges, vehicles & Plant 50 80 80 80 % %
Other purchases & incidentals 0 80 ) 100 100 100
Training Centre Rent 480 600 650 650 65 650
Conmerce Trade Promotion 500 800 &0 &0 80 800
Other Current Charges * 2625 3000 3000 3300 3300 3300
Office equipment 100 300 150 150 180 150
Furniture 50 200 100 100 200 100
Capital expendicure 150 300 200 250 250 250

10135 15615 18900 21295 23560 24930

Figures are in Thousand Vatu.

*  Other Current Charges include:

) - additional office accomdation
- office equipment & expenses for regional officers
- regional inter island travel
-~ training and extension work in islands




PROJECTED CAPTTAL PROJECTS AND RECURRENT BUDGET

DEPARTMENT OF INDUSIRY, 1987 - 1991

Annex 3

ESTIMATED PROJECTED PROJCTFD
S ae OBJECTIVES OF PROGRAMES CAPITAL QOST
EXFENDITURE
PROGRAMES EMPLCYMENT
vt 788 b9 |od o
Establish Apprentice] Train industrial skills to fill 4,500,000 7 x
- ship skills train+ . .
ing For vri gaps in skilled
subsectors Manpower of Ni-Vamwatu 3,500,010 x
Establish To develop supervisors and 4,000,000 5 x
Manpower uxh indegencus Managers.to fill as
Development Train e:terpm and for management 4,000,000 «
Centre succession
4,000,000 x
Project for expan- | To strengthen printing capacity 30,000,000 30 x [x {x
sion of Paper and to handle Government printing
Printing Industry and stationery products for
(Govt Printing schools.
included
Project to study 50 creat:l:rplo;l;rw for 100 l:‘: 3,500,000 20 x
feasibiliity of i?‘f::zible explolt export mariets
making venee %
provisional :m for Pfovision for equity participa- 10,000,000 80 x ix
. . tion
expansion IF + :
Project to To provide factory space and 2,000,000 30 x
Establish to stimulate development in
. linkage industries in Santo 2,000,000 30 x
Industrial Complex 5 =
- Santo 3,000,000 X
Project to Establish| To provide factory space and *3,9_»,(!!) 25 b
Industrial Complex -| to stimslate development in link- 3,000,000 35 x
Vila age industries in Vila 3,000,000 x
[Project to provide To assit by way of guarantee to * *
industrial invest- |DBV for loans to small business 50,000,000 x |x|x[x|x
ment guarantee for |sector rewolving fund
small Industry
Technical stud- To investigate technology and 1,000,000 2 x
ies to establish econamic feasibility of clay
roofing clay tiles | as base for tile and roofing 3,000,000 3 .
material 1
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_ ESTIMATED PROJECT PROJECTED
FORCE . 4D ORECTIVES OF PRORAMES | . =
p EXPENDITURE
PrOGRAMMES EMPLOYMENT
. Vi |a7las 91
- Praject to To provide central body for ;2,(XX),QXX) 3 x i
establish inspecting, and-controlling
9 { standards office_ quality and standards of -
B industrial products. 12,000,000 x
o *
'El:.srata_b!ish&a Gement | 1 demonstrate and develop skills | 3,000,000 5 x
7 rat;:llln(g}entte! St | in garment to provide employment
19 vita on export manufacturing
Santo 2,500,000 5 . x
Technical and To investigate 2,000,000 3 .
Ecopomic study for | p.opnical & Economic
11{Development & Expan~) poaqinilivy of Processirg using | 11,250,000 2 x
sion °f,"°°d local timber. Loan guarantee for | 8
processing joims\&n. for the acquisition of 18,000,000 18 e |x |x
JReserve Provision 20,000,000
3 -
To develop linkage | To investigaw and develop coconut
Industries for oil and soap industry for export
copra & coffee | markets
i’
ik B e
Total Capital BIZE B I8
{ture 1987 - 1991 214,250,000 303 I b ¢
' : SEBEIE
(o ol B
Total Recurrent . g': § g § §
Expenditure 1987 - 1991 104,320,000 § §§ g'g
2SR R
Recurrent 1967 - 1991 318,570,000 :é ; § 3
Expenditure P
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Annexes b + 5

DRAFT ORDER TO INTRODUCE RAM MATERIAL
DMPORT CONCESSION FOR APPROVED INDUSTRIES

The Minister of Finance, Commerce, Industry and Tourism will from time to
time designate certain products or industries, deperding on their complexity, as
“appr.-ed” for the purposes of granting import duty concessions. Enterprises
manufacturing the "approved products" are obligated to contribute a minimun local
value added of 35L in order to be eligible. Enterprises with value added above
25% but less than 35% may be granted a temporary approval for a period not exceeding
6 months from the date of the said temporary approval. The concession applicable
will be for a period of 3 years in the first instance and shall be in accordance
with the Raw Material Import Comcession Schedule III attached.

application forms are available from the Department of Industry.
Order Dated __day 19

DRAPFT ORDER FOR EXPORT DUTY CONCESSION
N MAWUFACTURED PRODUCTS

The Minister of Fimance, Commerce, Industry and Tourism will from time to
time designate an industry as an "approved export industry’'e. Subject to a minimm
354 local value added contribution. All enterprises cperating as an "approved
export industry’” will be entitled to relief of consumption tax of 5% for 8 years
on the overall export sales of the enterprise.

Application forms are available frum the Department of Industry.

Order Dated day of 19
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Annex 6
DRAFT CRDER FOR INIUSTIRY APPRF (CESHMIP
TRAINING SCHEME

The Minister of Finance, Commerce, Industry and rlourism, in order to
facilitate the provision of an Industry Apprenticeship Training Scheme to
operate in the Republic of Vanatu and to allow for a weekly stipend of
to be paid to apprentices registered under the scheme
hereby orders that the minimm wages act of 1984 be ammended accordingly
and to take effect as of day of 1987
order dated i 19

Signed.
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Annex T

THE BUSINESS LICENCE (AMENDRMENT)

ACT No. 29 OF 1985

Assent: 3/12/85
Comeencesrenc : 1/1/66

To amend the Business Licence Act No. 25 of 1983 to increase fees for certain categories
of businesses and to provide for matters comnected therewith.

EE IT EWCTED by the President and Parliament as follows :-
AENDMENT

1. The Business Licence Act No. 25 of 1983 is amended,
(a) in section 12 by inserting the following sub-section after sub-section
) :-

"(5) the Collector may, with the approval of the Minister, remit

in uhole or in part, the increase inposed under sub-section

(4) where,

(i) the business becomes insolvent,

(ii) the business becomes subject to unforeseen adverse trading
conditions affecting its financial capability,

(iii) an inadvertant error or omission is made in good faith
in the cowpletion of a business licence application form

or in the calculation of the fee, or

(iv) undue financial hardship would be caused by the imposition

of such an increase'’’.

(b) in section 16 (5) by substituting "subsections (1), (2) and (4)" for
"subsections (4) and (5)",

(c) by omitt'ng the First Schedule and substituting the Schedule to this
At,

COMENCEMENT

2. This Act shall come into force on the 1st dsy of Jamuary 1986.
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FIRST SCEDULE

RATES OF BUSINESS LICENCE FEES

CLASSES AND CATECQORIES OF BUSINESS ANNUAL

CLASS A: MINING AND QUARRYING

Category Al. Mining for minerals

enploying permanently :
(a) less than 6 employee 82,500
(b) 6 to 10 employees 123.750
(c) 11 to 15 employees 165.000
(d) 16 to &9 enployees 206.250
(e) 50 enployees or more 275.000

Category A2. Quarrying and other mining

erploying permanently :

(a) less than 6 enployees 82,500
(b) 6 to 10 enployees 123.750
(¢) 11 to 15 employees 165,000
(d) 16 to 49 enployees 206.250

50 enployees or more 275.000

Gantallx

Class A licence includes
the importing of materials
required in mining or quarry-
ing business operations.

Al. Includes the extraction,
dressing, smelting, crusing
etc. and the benefication
in any way of any mineral
or mineral are other than
stone, grawel, <clay or
sand.

A2, Includes the extration,
dressing, crushing or otherwise
treating to render marketable
stone, gravel, clay or sand.
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CLASS B: MANUFACT

INDUSTRIES AD
lﬂ_ Class B - Generally
Category Bl: Abattoirs. Meat (i) Mmwfacturing means any .
Packing process which transforms irorgazic
or organic °
employing permanencly : substances into new products.
(a) less than 6 eaployees 82.500
(b) 6 to 10 enployees 123.750 (ii) Covers the importing of
(c) 11 cto 15 enployees 165.000 materials and supplies required
(d) 16 to 49 employees 206.250 in the mamufacturing processes.
(e) 50 employees or more 275.000

(iii) Does not include inmports
for re-sale (either wholesale or
retail) without transformation or
adaptation and not subjected to
manufacturing or repairing process.

(iv) Permits the sale (retail)
without D3 licence through one
outlet only, but only where such
retail sales are ancillary to the
manufacturing business or trade.

Bl. Includes slaughtering, dressing
or packing animals and poultry for
meat, the processing, curing, smking
salting picking and packing in air=
tight containers or deep-freezing of
meat products including the manuface-
ure of meat soups, the manufacture of
lard and other edible animal fats.




Category B2: Camneries

employing permanently :

(a) less than 6 esployees
(b) 6 to 10 employees

(¢) 11 to 15 employees
(d) 16 to 49 employees
(e) 50 amployees or more

Category B3. Oii Mills
enploying permanently :

(a) less than 6 employees
(b) 6 to 10 employees

(c) 11 to 15 employees
(d) 16 to 49 enployees
(e) 50 enmployees or more

Categpry B%.  Bakeries and

Confectioneries

enploying permanencly :
(a) less than 4 enployees
(b) 4 to 6 employees
(c) 6 to 10 enployees
(d) 11 to 15 enployees
(e) 16 to 4 enployees
(f) 50 employees or more

-175 -

82.500
123.750
165.000
206.250
275.000

82.500
123.750
165.000
6.250
275.000

30.000
60.000
123.750
165.000
206.250
275.000

B2. Includes caming and
boteling (in airtight comtain-
ers) of fruit and vegetables,

the preservarion by dehydration
or «quick freezing of fruits
and vegetables, the maufacture
of dried fruits and vegetables,
preservwcs, jams, jellies,
pickles and sauces and camned
soups (other than meat soups),
and  caming, preserving,
processing of fish, fish
products and custaceams.
(Meat cameries fall within

category Bl).

B3. Includes the extraction
or production of all vegetable,
nut, fish oil and the produce-
ion of residual meals and
cake; the rendering of,
refining and hydrogenation
of oils and fats (other
than tlose derived from
animals).

B4, (i) The menufacture
of bread, cakes, pastries
and simiiar perishable bakers
wares; biscuits and similar
dry bakery products, spaghetti,
noodles and similar products.

(i1) Cafes attached require
also a D9 licence.

(1i1) Open air vendine
requires a D12 licence also.
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Category BS5. Mawfacture of other
food products not
elsevhere classified

employing permanently: - BS. (i) Including the
marwfacture of prepared -
animal foods, except those
specified in category E3.

(a) less than 6 employees 55.000
.50 (ii) Cafes
6 to 10 employees .
® erew attached require a category D9
(c) 11 to 15 enployees 110.000 ]
licence also.
(d) 16 to 49 employees 137.500
(e) 50 employees or more 183.500

(iii) Open air vending requires
a category D12 licence also.

Category B6. Distilleries

Employing permanently : B6. Distilling, rectifying and
blending alcholic liquors; the

(a) less than 6 erployees 82.500 distilling of ethyl alcobol for
(b) 6 to 10 enployees 123.730 all purposes (the manufacture of
(€) 11 to 15 enployees 165.000 alchol other than ethyl alcohol
(@) 16 to 49 employees 206.250 requires a licence under category
(e) 50 enployees or nore 275.000

B12) ; the manufacture of wines
cider, perry ad other fermented

beverages.
Category B7. Breweries
Employing permenently:
(a) less than 6 employees 82.500 B7. The manufacture of malt and
(b) 6 to 10 ewployees 123.250 malt liquors such as beer, ale,
(c) 11 to 15 employees 165.000 porter and stout. (Bottling not
(d) 16 to 49 enployees 206,250 involving mamufacture is licensed ’

{e) 50 employees or more 275.000 under category B2.)




M. Narufacture of cordials.
carbonated waters and other

non alcsbolic beverages
emloying permanently :
R (a) less than 6 employees $5.000 BE. Bottling not involving
(b) 6 to 10 employees 82.500 manufacture is licensed
. (c) 11 to 15 employees 110.000 under category B2.
(d) 16 to 49 employees 137.500
(e) 50 employees or more 183.500

Category B9. Manufacture of

Tobacco
enploying permanently :
(a) less than 6 enployees 82.500 B9. The manufacture of all
(b) 6 to 10 enployees 123.750 tobacco products.
(c) 11 to 15 enployees 165.000
(d) 16 to 49 enployees 206.250

(e0 50 enployees or more 275.@




Catecory B1O Manuf acturers of wood

wod products, including
fumiture

(a) wood and furmiture

(®)

enploying permanently :

1)
2)
3)
4)
5)

less than 6 employees
6 to 10 emloyees

11 to 15 enployees
16 to 49 enployees
50 enyloyees or more

Artifacts and decorative
small fumishing,

employing permenently :

1)
2)
3)
4)

less than 6 employees
6 to 10 enployees
11 to 15 enployees
over 15 enployees

- 718 -

123.750
165.000
206.250
275.000

41.250
62.000
82.500
103.000

B10. Jobbing carpentery and joinery
are included under category C1 or C2



Category Bll. Menufacture of peper,
paper products, printers
and lishers

(a) Manwfacture of papers and

. paper products
employing pervanently:
1) less than 6 employees 82.500
2) 6 ro 10 employees 13.750
3) 11 to 15 enployees 165.000
4) 16 to 49 employees 206.250
5) 50 enployees or more 275.000

(b) printers and publishers

enploying permanently :

1) less than 6 enplovees 82.500
2) 6 to 10 enployees 123.750
3) 11 to 15 enployees 165.000
) 16 to 49 employees 206.250
5) 50 employees or more 275.000

Category B12. Mamnufacture of
chemicals, chemical
Products, rubber

and plastics

employing permanently :

a) less than 6 employees 82.500 B12. Includes the manufacture
b) 6 to 10 enployees 123.750 of industrial chemicals, fertilisers,
¢) 11 to 15 enployees 165.000 pesticides, paint, varnishes, and
) d) 16 to 49 enployees 206,250 alcohols (except ethyl alcohols)
e) 50 enployees or nore 275.000 etc. synthetic or plastic

materials, drugs and medicines, soap
and cleaning preparations and the
manufacture of products of rubber.




Category B13. Shipbuilders and repairs

enploying permanently :

(a) less than 6 employess 55.000 B13. Ships and boat yards engaged
(b) 6 ro 10 empluyees 82.500 in building, repair and specialised
(c) 11 to 15 enployees 110.000 painting and caulking of all types
(3) 16 to 49 employees 137.500 of ships, boats, barges, lighters.
(e) 50 employees or more 183.500 :

Category Bl4. Mamufacture of
searing apparel

enploying permanently :

(a) less than 6 employees 41,250 Bi4, (i) includes T. shirt printing
(b) 6 to 10 employees 62.000 and similar work.

(¢) 11 to 15 employees 82.500 (ii) Artisan

(d) 16 to 49 enployees 103.000 tailirs, bootmakers, milleners,

(e) 50 enmployees or more 137.500 dressmakers working alone or employing

not more than two apprentices are
licensed unde category G18.

Category B15. Jewellers

employing permanently :

(a) less than 6 enployees 82.500 B15. Includes the manufacture
(b) 6 to 10 enploy=:. 123.750 of clocks, and jewelry.

(c) 11 to 15 empluyess 165.000

(d) 16 to 49 employees 206.250

() 50 employees or nore 275.000
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Category B16 (a) Home marufacturers

and purveyors of

pies, meat balls, nems,
cakes, sweet meats and
similar

prepared foods

(b) Home manufacture of
beverages of all kinds
including kava products.

Category B17. Other manufacturers

(a)
(b)
(c)
(d)
(e)

not elsewhere
classified

employing permanently :

less than 6 employees
6 to 10 enployees
11 to 15 ewployees

16 to 49 employees
50 enployees or more

10.000

82.500
123.750
165.000
206.250
275.000

B16. (i) Cafes attached require

a category D9 licence also.

(ii) Open air vending requires

a category D12 licence also.

(iii) Category B16. (b)
includes Nakamals.
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MINIMMM WAGE AND MINIMUIM WAGES

BOARD. ACT NO. 42 OF 1984

Assenr: 11/12/84
Comencerment : 30/12/84

Anactmptwideforauﬁmmn‘agepayabletomdersiantuandfor the establish-
ment of a Minimum Wages Board.

BE IT ENACTED by the President and Parliament as follows:

PART 1 - PRELIMINARY :

INTERPRETATION :

1. In this act unless the context otherwise requires:
~ '"Board” means the Minimm Wages Board;
- 'Sorker" or "enployee” means a person who works or normally works or seeks
to work;
a) Under a contract of employment; or,
b) Under any other contract (vhether written, oral or implied) whereby he
undertakes to perform personally any sork or services for amother party

to the contrsct who is not @ professional client ot his.

- '"Minister" means the Minister responsible for labour matters;

PART 2 — MINIMUM WAGE :
MINIMM WAGE FOR WORKERS:

2. Not withstanding amything in this act or any other law, award or agreement or
contract of service every worker as from the date of commencement of this act
shall be entitled to receive from his enployer for his work at the minimm rate
of fifteen thousand vatu (VT 15.000) per nonth calculated on the bases of twenty y
two working days in a month and eight working hours in a day : provided

a) that where a law, awnrd, agreement or contract of service entitles a
workce to a higher rate of remmeration thaathat specified in this sectiom,
such hagher rate of remuneration shall not ie reduce;
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b) that wherc pursuant to this ..t a minirur wages order is made vy the
Minister for workers in any occupation ou «lass or grade of occupation,
thr minimm ratz of wages specified in this section shal! cease to apply
to such wor! ..~ : 5 trom the date of commencement of such order.

MINISTER'S POWER TO INCREASE MINIMM WAGE :

3. (1 The Minister may by order imcrease rates of minimum wages for worlers
in any occupation or class or grade of occupation, uhether generally
or in any area, island or region of Vanuatu, or where satisfied that
it is necessary to do so, increase the national minimum wage applicable
to workers generally.

(2; An order under this section may :

a) provide for different minimum wages for workers in different categories
of under-taking engaged in the same employment; and

b) provide that national minimm wage shall mnot apply to workers of a
specified category or to workers in a specified area or shall apply
to such workers only subject to specified conditions.

PART 3 - THE MINIMM WAGES BOARD
ESTARLISHMENT OF THE BOARD :

4, There shall be ests lished a Minimmm Wages Board constituted and organised
and having the powers and functions as presented in this Act.

CONSITITUTION OF THE BOARD:

5. (1 The Board shall be constituted of the following members:

a) Three independent persons appointed by the Minister; ,
b) Three representatives of the employees appointed by the Minister from
persons nominated by representative associations of employees; and

¢) Thzce representatives of enployers appointed by the Minister from persons
nominated by representative associations of employers.
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2. All members of the Board shall be appointed for two years and shall
be eligible for re-appointment.

3. A menber may resign from che Board.

ORGANISATION OF THE BOARD

6. 1. The Minister shall appoint one of the three independent menbers
of the board to be its chaiman and another independent member to
be the vice chairman thereof.
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iv)  in the case of persons employed by statutory bodies,
with such person or authority responsible for the owverall
mansgement: of such statutory body.

b) Where the Board submits to the Minister a wage proposal for

. anyone of the classes or grades of worlers mentionned in this
subsection, the Minister shall confer with the appropriate
. Mipister responsible for such class or grade of workers before

making an order pursuant to his powers urder Part 2.

1. 1) It shall be an offence for an enployer or his servant or agent:

a) to refuse to conply with a wage officer's request mede under paragraph
(a) or (b) of subsection (3) of section 9, or to make any false or
misleading statements relating thereto;

b) to prevent by any means a wage officer from exercising his power under
section 9 (3), (d); or

c¢) to meke false or misleading statement in an examination made pursuant

to section 9 (3), (e).
PENALTY : A fine of VT100.000 or imprisonment for 2 years or both.

2) 1t shall be an offence for a worker to refuse to comply with a wage officers
requestes made under section 9 (3) (c), or to make any false or misleading
statements relating thereto or relating to any examination made pursuant
to section 9, (3), (e).

PENALTY : & fine of VT20.000 or inmprisomment for 6 nonths or both.

3) It shall be an offence for an employer to pay a worker a rate of wages
or remumeration that is less than the minimm rate set in this act or in
a minimun wages order for the class or grade of occupation to which such
worker belongs.

PENALTY: A fine of VT 200.000 or imprisorment of 4 years or beth.




VICTIMISATION OFFENCE :

12, 1)

a)

b)

c)

TRANSITIONAL PROVISIONS :

13.

14,
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An enployer who is charged or convicted under Section
11 shall mwot dismiss a worker or otherwise adversely
affect him by reason only of the fact that :

his charge or conviction was founded on non compliance

with a minimm wage order ; or

the worker assisted any wage officer by way of giving
information about the enployer ; or

the worker assisted the Minimmm Wage Board in any legal
way required by the Board.

Mot withstanding anything in this Act to the contrary,
all contracts made under any law, award collective agreement
or comtract of service providing for under this act,
in Force immediately before the date of commencement
of this act, shall cease to be inforce within one month
after that date.

The Minister may by order make regulation or make orders
tor the better carrying out of the objects of this act
or to prescribe under the Act.

This Act shall come into force on the 30th December 1984,
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