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Abstract 
 
The global cocoa and chocolate market continues to grow steadily, and while there are current 
challenges in major supplying countries, these also create an opportunity for smaller producing 
countries to capture market shares and better develop their cocoa industries. Vanuatu is among the 
largest cocoa producing countries in the Asia-Pacific area, so promoting and developing the cocoa 
value chain of this country may be a path to accessing high-end markets and further developing the 
industry. In this study, a market analysis and a mapping of Vanuatu’s cocoa value chain is done, then 
comes a performance assessment which enables an analysis of the major constraints and 
recommendations for future development. The results show major constraints in infrastructure, 
production and transportation methods, as well as regulatory and certification limitations. Finally, this 
study recommends that the promotion of this value chain should not only include financing, training 
and infrastructure development aspects but should also raise awareness on every level of the value 
chain. Showing the rationale and potential benefits from value chain promotion is important to gain 
producers’ involvement as well as enabling market access and customer awareness. 
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Introduction 
 
Vanuatu is an archipelagic state composed of 83 islands, 65 of them being inhabited by about 250,000 
people (BBC, 2018). The country has a colonial history since some of its islands were claimed and 
governed by British and French authorities until gaining independence in 1980. Vanuatu’s territory is 
mostly a rainforest and tropical environment which is very prone to natural hazards such as volcanic 
activities, floods, earthquakes or tidal waves and the country has little ability to cope with these 
disasters. The latest of these was Cyclone Pam in 2015 which had a striking effect on the country’s 
economy, as the GDP growth rate dropped by more than 2 per cent before going back to 3.5 per cent 
in 2016 and to 4.2 per cent in 2017 (IMF, 2018). As of March 2018, Vanuatu is still on the United 
Nations list of least developed countries, with an annual GDP per capita of $US 2,860.57 in 2016 
(World Bank, 2016). The country still relies a lot on subsistence farming and its major exports, apart 
from a small ship-building industry, are concentrated on fish and agricultural products such as copra, 
plants, coffee or cocoa beans. Cocoa represents 1.6 per cent of Vanuatu’s total exports and makes it 
the third largest producer of cocoa in the south Pacific area (OEC, 2016a). 
 
Recently a lot has been done regarding the development and improvement of cocoa production in 
Vanuatu, including funds from developed countries and international organizations as well as the 
creation of several groups and associations dedicated to solving major issues on this subject. Given 
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the growing demand, specifically for high quality chocolate, and expected higher revenues from cocoa 
than those earned with other existing cash crops, it is worth studying what place in the global cocoa 
market Vanuatu could take and to what extent the existing constraints limit its prospects for 
development.  
 
Cocoa Market Analysis and Prospects for Development in Vanuatu 
 
Cocoa is a cash crop produced in tropical areas close to the Equator. The world’s largest cocoa bean 
producing area remains Africa, with Côte d’Ivoire being the leading country worldwide (ICCO, 2013) 
(see Figure 1 and Table 1). The second major producing area is South America, representing 
approximately 17 per cent of the worldwide production, while the Asian and Pacific area represents 
10 per cent. Approximately 90 per cent of the cocoa beans produced are meant for chocolate or 
chocolate-based products. Production and consumption of chocolate is mostly concentrated in 
developed countries, with European countries being among the major consumers but also exporters 
of final cocoa-based products (FAO, 2015).  
 

Figure 1. Production and net exports of cocoa beans in 2005/2006 

 
Source: ICCO (2012) 

 
Due to variability in supply due to climate, seasonality, pests and disease, but also fluctuations in 
demand, the price is very volatile and this variability has made it difficult for some markets to fully 
develop (see Figure 2 and Figure 3).  

 
Cocoa beans can be separated into two different markets: either “bulk” markets which trade ordinary 
cocoa beans, or “fine” or “flavor” beans more targeted to a premium production and final product. 
Possible access to either or both these markets can make a difference for producers and their 
development.  
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Table 1. Cocoa exports and imports, 2003/04-2006/07 
 

 
Source: McGregor and Chanel Watas (2009) 

 
 

Figure 2. World annual cocoa prices and forecast 

 
Source: McGregor and Chanel Watas (2009) 
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Figure 3. ICCO monthly average cocoa prices (Jan 2007 to Oct 2009) 

 
Source: McGregor and Chanel Watas (2009) 

 
The nature of the demand for cocoa and cocoa-based products such as chocolate is still high and 
growing as it might be considered as a “recession-proof small luxury”. FAO (2015) reports that world 
prices have been at their highest in the 2010s with the prospect of sustainable growth of demand. The 
report also states that in the period between 2003 and 2007, global exports of cocoa were growing at 
1.7 per cent while imports were growing at 13.3 per cent. Political issues in major producing countries 
in Africa as well as this wide gap between import and export growth shows good prospects for other 
producing countries to achieve additional market shares in the near future. More specifically the 
American and European markets are increasingly interested in single origin, organic or fair-trade 
labelled products, which are charged a higher price and can provide higher incomes to cocoa bean 
producers.  
 
Vanuatu accounts for less than 1 per cent of worldwide cocoa production but cocoa is a substantial 
share of the country’s exports. Vanuatu is nonetheless the third producer in the Pacific Islands after 
Papua New Guinea (PNG) and the Solomon Islands. The production of cocoa involves 25 per cent of 
rural households, mostly by smallholders in the Malekula and Santo islands (PHAMA, n.d). Vanuatu’s 
exports of cocoa beans have historically been concentrated towards bulk exports of cocoa beans 
shipped mostly to Singapore and Malaysia, with a little quantity to Europe, Australia and New Zealand 
(see Figure 4). A consolidation of exports in the bulk trade in the Asian markets also means relatively 
lower prices compared to what can be charged in European and North-American markets. Therefore, 
UNCTAD and other organizations have acknowledged that given the ever-growing demand and the 
increased interest on single-origin products and organic cocoa beans, it would be worth focusing on 
accessing this market for farmers to capture more value and better develop their business and, overall, 
the country’s economy. The McGregor and Chanel Watas (2009) study on the Vanuatu Organic Cocoa 
Growers Association (VOCGA) reports a number of advantages. Cocoa appears not to require the same 
back-breaking and labor-intensive maintenance as other cash crops and can be integrated into food 
gardens and other plantations such as coconut crops. Focusing on good practices and development to 
address high end markets with single origin, organic or fair-trade products would also be a means to 
capture higher income. 
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Figure 4. Vanuatu’s top three cocoa export destinations 

 
Source: OEC (2016a,b) 

 
Moreover, at the other end of the value chain, a growing interest from boutique grinders has been 
noticed for a more straight-forward way of sourcing good quality cocoa beans and developing better 
cooperation and sustainability of the exchange along the chain. PHAMA (2016) showed that these 
boutique grinders would be welcoming some kind of single consolidator to source from, in order to 
avoid the complexity of sourcing directly from individual smallholders.  
 
Thus, from both ends of the value chain, incentives exist which could facilitate the development of 
high-quality cocoa exports from Vanuatu. However, some major challenges make it difficult for the 
cocoa industry in Vanuatu to access markets, and more specifically the ones which could be targeted 
for higher profits and prospects for development. The aim of this study therefore is to determine what 
are these major challenges regarding the value chain and how they might be overcome.  The focus is 
on the upper end of the value chain and excludes the manufacturing and consumer components. The 
rational is to focus on the keys for the economic development of Vanuatu and the sourcing issues 
faced by the primary importers.  
 
Vanuatu’s Cocoa Value Chain Map 
 
Process 
 
The production and value chain of cocoa beans is made up of a large variety of processes and 
participants. From the small-holder farmers to the actual chocolate, cocoa beans must go through 
many steps of processing, quality inspection and trading. Trading and marketing activities in the global 
market are more or less saturated with intermediaries and the value chain can have branches going 
directly from beans to chocolate manufacturers or involve agents processing and supplying semi-
finished products that will then be manufactured and supplied to the end customer. Figure 5 gives 
insight on the actual exchange flows and process within the segment of the value chain that was 
chosen to be studied.  
 
First of all, production is handled by farmers, mostly smallholders who do not focus solely on the 
production of cocoa but include it with other cash crops and plantations. These farmers may or may 
not be a member of a grower association or a cooperative. Farmers can either sell green beans to 
cooperatives or sub-agents who will then process, ferment and dry the beans. The price for green  
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Figure 5. Current cocoa exports value chain in Vanuatu 
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beans is either from 40 to 50 Vatu (VUV) if sold to cooperatives, or from 15 to 60 VUV when dealing 
with a sub agent.  
 
Fermentation and drying are taken care of by sub-agents, cooperatives, or farmers who directly sell 
dry beans to agents, large exporting companies or ship owners who will then transport the beans from 
remote areas to the main shipping and export city, Luganville, on Espiritu Santo island.  
  
Farmers directly selling to major exporters is rare and most of the flows goes through more than one 
intermediary, mostly due to the remoteness of the location of plantations and the investment, time 
and space required for the fermenting and drying processes. An additional intermediary is often 
expected on the route from cooperatives to the exporting activities. For example, the Cocoa Growers 
Association (CGA) and other associations often take care of coordinating the supply from different 
cooperative members and they test, dry or re-dry if necessary, pack and ship the beans to Santo. Re-
drying, no matter which agents or subagent is used, is very frequent as the humid climate and 
conditions of transport of the beans are prone to leaving the beans in contact with water.  
  
Finally, the product is exported mostly for bulk buyers in Malaysia, Singapore, Australia and New 
Zealand. Boutique buyers in similar destinations are also to be considered.  Methods of shipping are 
either Full Container Load (FCL), Loose Container Load (LCL) or air freight, the last being the most 
expensive but also the most rapid and efficient regarding flexibility and responsiveness to demand. 
Air freight is also recommended for small lot shipping, so the quality of the beans is not altered, and 
the product can be made available in a timely manner.  
 
Main actors and agents 
 
PHAMA (2016) reports on the major participants of the value chain of exported cocoa in Vanuatu. 
 
Exporters 

• The Vanuatu Cocoa Growers Association (VCGA): the association currently exports few of its 
beans on its own as it is hard to achieve fully loaded containers on time. Functioning as a non-
profit organization, it mostly aims at eliminating the middleman and coordinating quality and 
standards for export at a higher price, as well as providing training and supporting the 
development of its members. By 2009, the VCGA could account for 1,200 farmer members 
(Geurtsen, 2013).  

• Valele Trust: It encounters issues regarding the bean count per bags which can be refused by 
buyers.  

• Vanuatu Copra and Cocoa Exports (VCCE): the VCCE has pointed some of the issues regarding 
quality and taste of beans due to the need to re-dry and the smoke taint due to bad drying 
practices. Some 80 per cent of its volume comes from Malekula island.  

• C-Corp: The company sources the majority of its volumes from its own estate and the 
remaining from Malekula island. 

• African Pacific: The company usually sells directly to Belgian grinders. 
 
Buyers 
There are a range of actual or potential buyers from the bulk market. Despite most of them not 
sourcing their cocoa from Vanuatu, they do source from PNG or the Solomon Islands and have interest 
in sourcing from Vanuatu, provided that issues regarding quality standards and smoke taint are 
reduced, if not eliminated.  

• Olam International (Malaysia, Singapore, PNG): Olam sources mostly from the VCGA but 
points at minor understanding of the process and value chains of this supplier.  

• Mondelez (Singapore). 
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• Ecom agro-industrial (Singapore, Malaysia). 
• Barry Callebaut (Malaysia), the world’s largest cocoa buyer. 
• Koko Budi. 
• Guan Chong Cocoa (Malaysia). 
• JB Cocoa. 
• Cargill (Indonesia). 
• Oxfam Trading, an Australian, independent and not-for-profit organization that recently 

included the ACTIV association as one of its partners for supplying chocolate and other 
products to their fair-trade shops. 

•  www.BeanBarYou.com.au, an Australian website providing chocolate subscription box 
services. It has recently started negotiations with the ACTIV association. 

 
In the boutique market, most, it not all, of these buyers are not currently sourcing from Vanuatu but 
could represent potential buyers if similar issues regarding quality that have been noted by bulk 
buyers are solved. Quality of the beans and taste requirements are all the more important for 
boutiques that are mainly focusing on single-origin bars or dark chocolate bars, as the smoke taint 
tastes cannot be covered up in this case. Increasing interest is therefore noticed for single-origin, 
smoke taste-free, or fair-trade cocoa beans. Boutiques like Bahen and Co., Haigh’s Chocolates in 
Adelaide, and Guittard Chocolate Company in San Francisco have participated in a study by testing 
and providing feedback on the quality of the beans from Vanuatu and recommendations which were 
mostly focused toward improving drying and fermenting processes since they found the beans too 
smoky, mouldy and astringent (Stringer, 2015). 
 

• New Zealand boutiques such as Wellington Chocolate Company, Devonport Chocolate, 
Whittaker are potential buyers. C-Corp own facilities in New Zealand which for now sources 
only from its own activities in PNG.  

• Potential Australian boutique buyers are Haigh’s Chocolates (SA), which is known for sourcing 
from PNG and Ghana, Bahen and Co. (WA), Origin Chocolate (NSW), Charley’s Chocolates 
(QLD), Zokoko (NSW), Cravve (QLD), or San Churro (VIC). 

• Other cocoa chocolate manufactures in the Pacific Islands, like the ACTIV association, or 
Paradise Foods in PNG.  

 
Other associations and key players 

• ACTIV Association: “Provides smallholders without an export license the means with which to 
export small volumes to interested buyers” (ACTIV, 2018). The association, despite having only 
a minor influence on the market, represents new prospects for boutique markets’ sourcing. 
Moreover, its new chocolate-making facility offers new perspectives for value-added products 
made in Vanuatu, instead of relying solely on bean exports. The factory also was consequent 
step in accessing the local tourist market as well as in providing a direct feedback loop to 
farmers for the quality of their cocoa with the necessary impact and incentives that previous 
actions on this market did not managed to offer. ACTIV is also specifically involved in the 
development of organic cocoa production.  

• ACIAR / DFAT: funds projects in PNG that have a lot of crossover points with PHAMA’s or 
PARDI’s projects and from which cocoa producers in Vanuatu could benefit. 

• VRTC (Vanuatu Research and Training Center). 
• PARDI (2012): It focuses on commercial solutions and partnered with Australian chocolatiers 

such as Haigh’s Chocolates.  
• Consolidators such as Condesa Pty Ltd, based in NSW, which is a first of its kind in Australia. 

The consolidator market in Australia is not as well established as in Europe, but Condesa 
provides small lots to Australian chocolatiers. Small boutiques and grinders show interest for 

http://www.beanbaryou.com.au/
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a trust-worthy source of cocoa beans and see consolidators as one of the solutions to avoid 
complicated direct sourcing to smallholders.  

 
Enabling environment 
UNCTAD (2012) reports that most of the efforts for development are concentrated towards the 
leading economic sectors in Vanuatu, which are the tourism and real estate sectors. Therefore, most 
of the infrastructure is concentrated in the capital city Port-Vila and Luganville in Santo and little 
progress had been noticed in rural and remote areas, where the majority of smallholders are settled.  
  
Vanuatu is also in an area very prone to natural disasters, often leading to a sudden decline in yield. 
The remoteness of the location where smallholders and farmers are settled also complicates the 
transportation of products, and also the communication between the different participants of the 
value chain. Regarding pricing, smallholders selling to ship owners or other sub-agents are usually 
unaware of the global price of the market and can be severely disadvantaged by this information 
asymmetry.  
  
Funding and investment opportunities also need to be considered, as options are still limited for 
smallholders to extend their activities through financing solutions, unless benefiting from associations’ 
development and funding plans.  
  
The cocoa industry in Vanuatu is regulated by the Vanuatu Commodities Marketing Board. Quality 
standards are set through the Vanuatu Cocoa Act of 2006 and grading specifications are based on the 
international standard Cocoa Bean Specification ISO-2451-1973 so products are suited for 
international exports in developed countries (UNCTAD, 2016). However, current exports are mostly of 
bulk low quality and low-priced cocoa beans.  
 
Drivers for Profits  
 
Developing and improving the Vanuuatu cocoa value chain could open many opportunities for 
development of the rural areas and aleviate poverty among small farmers. In spite of the fact that 
Vanuatu’s regulations on cocoa beans could mean they would meet international standards, the vast 
majority of the production does not reach the expected premium markets. Therefore, Vanuatu’s cocoa 
value chain should aim at achieving a strategic fit which would make it more responsive to the growing 
demand for premium quality cocoa, beginning in the Australasian area. To reach larger market shares 
and modify the current strategic fit, it is worth paying attention to the drivers which affect profits 
within the value chain. Figure 6 presents a list of potential drivers for profits and their effect on the 
value chain in the context of Vanuatu’s cocoa industry and the targetted strategic fit.  

 
Value Chain Performance 
 
There are several global value chain performance measures that can be used to assess the most 
influential factors and indicators along the value chain. For this assessment of the cocoa export value 
chain in Vanuatu, the framework presented in Aramyan et al. (2007) is followed. This framework 
focuses on the attributes of efficiency, flexibility, and responsiveness of the value chain as well as food 
quality issues.  
 
Efficiency  
 
Vanuatu is the third major exporter of cocoa among the Pacific Islands, but production is low, declining 
and highly variable with a yearly average output of only 1000 tons (McGregor and Chanel Watas, 2009) 
(Figure 7). Many geographic, political and economic reasons account for the low level of production  
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Figure 6. Drivers for profits of the Vanuatu’s cocoa value chain and industry 

 
of cocoa, as well as climatic and natural disasters such as Cyclone Pam which took exports down to 
zero between 2015 and 2016. Here the focus is mostly on factors causing inefficiencies and elements 
explaining the low commitment of farmers to develop the cocoa growing activity.  
 
First, the remoteness of the areas where farmers have their activities makes it difficult to coordinate 
the overall value chain on both the information and the product flows. Farmers have to either take 
care of transportation to the main islands themselves or rely on agents and ship owners. Beans 
purchased by those intermediaries are often mixed together without regard to differences in quality 
or production practices and such a system does not allow cocoa producers to be rewarded properly 
for the efforts they would have to make to produce better quality products. Therefore, there is little 
incentive for the development of production.  
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Figure 7. Cocoa exports of Vanuatu from 1997 to 2008 
 

 
Source: McGregor and Chanel Watas (2009) 

 
The remoteness and poor development of communication technologies makes it also difficult for 
smallholders to be aware of the pricing trends of the market. Such information asymmetry’s make 
them unable to capture value and negotiate for better revenues.  
 
Low prospects for return on investment is also another reason for the low inefficiency of production 
processes. A CABI (n.d.) case study on the rehabilitation of cocoa production in Vanuatu reports that 
the cocoa industry is dominated by smallholders using traditional farming, with only 13 per cent of 
farmers adopting modern farming practices such as fertilizer, pesticides or improved seeds. The same 
study reports an ACIAR-funded program of training and study in 2011 focused on the implementation 
of Integrated Pest and Disease Methods (IPDM), which aimed at solving major issues like the black 
pod disease. The study shows that the main reason for low commitment to IPDM was the required 
investment in tools and time which discouraged the farmers. After the program took charge of the 
training of 72 farmers, the organization came back in 2014 and did a survey among a small number of  
the initial participating farmers. A majority of them have kept making efforts at implementing IPDM 
and saw overall productivity increase by around 50 per cent. They even reported communicating and 
sharing the training within the local community and passed on their knowledge to other smallholders. 
This example shows that initial support might be necessary to show the benefits and prospects for 
profits.  
 
Another aspect of the enabling environment is pinpointed by Bazeley (2006) who stated that most of 
the government’s regulations and policies do not fit the real-life experience of industry agents. Apart 
from a lack of economies of scale, the country’s isolation from large markets and the recent natural 
disasters, other challenges exist such as the misunderstanding of rules and policies, property rights on 
lands and low prospects for financing solutions. Regarding policies, Bazeley (2006) explains that few 
of them are in favor of innovation and expansion, giving little or no confidence to farmers for long 
term investment and little hope for a positive return.  
 
Flexibility  
 
Flexibility of the value chain can be assessed through several indicators such as customer satisfaction, 
volume and delivery flexibility.  
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Regarding customer satisfaction, despite international standards being implemented in Vanuatu, the 
cocoa beans produced in Vanuatu are only reaching the bulk trade market. The country cannot attract 
bigger European or American buyers and even greater challenges are faced when it comes to the 
premium market sought by small boutique manufacturers. Among these limits and challenges, the 
PHAMA organization reports very weak quality control systems outside those implemented by 
associations and cooperatives. The major complaints on the customer satisfaction standpoint is 
indeed the fact that cocoa beans in Vanuatu are known for being contaminated by smoke when dried 
in a wood-fired dryer, as opposed to other more sophisticated dryers or to the recommended sun-
drying method. The chocolatiers who audited the quality of the beans also described a mouldy taste 
and major importing firms also report that some of the beans come with an undesired level of 
humidity which often requires re-drying or affects the taste. Some large importers and chocolate-
related companies such as Mondelez are considering sourcing from Vanuatu but are yet to see the 
quality match their standards.  
 
Volume and delivery flexibility are also major areas for concern. Since the delivery and export mode 
is mostly through shipping, the delivery to the importing customer can be restricted by the need to 
wait for the containers to be filled, as well as the length of shipping which can be counted in weeks. 
This additional wait can also further affect the quality of product. More flexibility could be achieved 
through air freight, but this solution remains costlier despite its recent development. Finally, Bazeley 
(2006) also notes that the current increase in demand for regular or higher quality cocoa beans has 
not been followed by an increase in supply nor investment in this field. The main reason for that is, 
according to him, the low commitment and prospect for return on investment expected, as previously 
described.  
 
Responsiveness  
 
Should the value chain choose to match with the strategic fit of the premium markets, this would 
imply that the information about quality as well as other important informative factors would be one 
of the first drivers for development and improvement. Not only is there an information asymmetry 
from the producer to the intermediary, but the information on quality, best practices advice or training 
has a hard time going upstream. Most of the plans held by NGOs or other organizations like PHAMA 
and ACTIV aim to not only train producers but also improve communication on the territory to spread 
knowledge. Boutique manufacturers who would be interested in sourcing directly from Vanuatu 
smallholders would also be in favor of better communication to build a closer relationship with the 
supply side of the chain.   
 
Food quality  
 
Food quality seems to be the major weakness for accessing bigger or premium markets and achieving 
strategic fit.  
 
Product quality 
It has already been mentioned that the major issues are smoke contamination due to bad drying 
practices, as well as a mouldy taste due to contact with water, humidity and bad fermenting processes. 
While better dryers require funds and investment on the production side, the sun drying process only 
requires a larger area for the beans to be processed. However, the tropical climate can also be a limit 
for implementing a sun-drying facility. The mouldy taste is mostly due to the issues about 
transportation and the climate of the country but can also result from a bad drying process or 
inadequate fermenting practices. It is noted that some farmers are storing the beans after harvesting 
and do not proceed to the fermenting and drying phase soon enough, which supposedly affects the 
taste and freshness of the beans.  
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Marketing quality 
Major marketing performance inefficiencies are due to the nature of intermediaries and the process 
ruling the flow of goods which prevent smallholders from differentiating their products. However, 
another factor limiting marketing performance is the lack of certification, especially regarding fair 
trade and organic cocoa whose demand is increasing due to stronger customer awareness. Currently, 
the only cocoa that was certified organic was cocoa beans exported by the VOCGA (Vanuatu Organic 
Cocoa Growers Association) in partnership with a French chocolate maker named KAKOA. The 
certification was provided by ECOCERT through the VOCGA. The VOCGA is an association who aims at 
developing the organic branch of cocoa production in Vanuatu and acts as a not-for-profit organization 
similar to an exporter coordinating different cooperatives (McGregor and Chanel Watas, 2009). The 
association now covers 10 primary cooperatives which provide fermented and dried beans from their 
own 25 processing centers. They claim more than a thousand members. Unfortunately, the KAKOA 
partnership has come to an end but this operation still had benefited the market and farmers in terms 
of best practice implementation and tools investment. Alongside the organic certification stands also 
the fair-trade label which could represent also a source of value for both manufacturer and farmers. 
The major constraint is that the auditing and the investment required to apply for the certification and 
to comply with the standards represent important costs for growers who might not be willing to turn 
from their traditional farming to a more concentrated and focused effort on one single product.   
 
Constraints on Performance 
 
The constraints of the Vanuatu cocoa value chain identified above can be regrouped in four sub-
categories of systems influencing the performance of a value chain: product and production systems, 
information and communication systems, value flow systems, and governance systems.  
 
Product and production systems 
 
With regard to the product and production side of the value chain, several constraints can be identified 
as major challenges to overcome. The production of cocoa remains mostly dominated by traditional 
farming which, despite not using any pesticide and having practices fitting most of the organic 
requirements, fails at providing the premium quality of product required to create and enter a niche 
market. Moreover, there is little incentive for the development of this sector, at least from the point 
of view of the smallholders. The main reason behind that is the nature and amount of personal and 
financial investment demanded not only to develop productivity but also to comply with certification 
standards which could be a tremendous asset for higher value capture.  
 
Communication and information 
 
The remoteness of the country and its individual islands in the territory already sets a huge barrier not 
only for flexibility and responsiveness of the value chain but also affects the flows of information 
regarding price, quality, training and recommended best practices, such as forecast information that 
would enable a more integrated and reactive farming and better productivity. The major reason is the 
fact that farmers must rely on intermediaries and middle men that are only in charge of transport and 
cut the flow of relevant information for the trade of cocoa. Another aspect which should also be 
considered is that the communication systems and access to internet is still developing in the remote 
areas.  
 
Value flow systems 
 
The nature of the chain, including its numerous small middlemen and intermediaries, and the lack of 
rigorous organization and selection based on quality make it difficult to achieve product and price 
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differentiation. Production of beans of a better quality could still depend on this traditional value chain 
and not capture the value available through a niche or more specialized chain. Another point is the 
lack of financial solutions for farmers, other than the NGO and association plans for funding and 
development. The inefficiency of these plans was noted and it is said that most of them are either not 
allocated to growth industries such as agriculture and tourism or are misused (Bazeley, 2006). For 
instance, the European Union “Vanuatu Value Chain Programme” (VaVac) does not mention any 
measure for the cocoa value chain but is focused on other cash crops and agricultural sectors 
(European Commission, 2018).  
 
Governance  
 
Bazeley (2006) showed that policy making in Vanuatu was often either misunderstood by agents 
within the industry or not suited to the real-life situation of this industry. Other aspects of the 
regulation and regulatory framework show limits for the quality control. These limits have also an 
important impact on the prospect for certification and general image of the product which can prevent 
Vanuatu to access a much profitable niche and premium market. Lack of regulatory framework and 
governmental interventions on infrastructure and development of this value chain causes the enabling 
environment to remain quite hostile and unfavorable for the strategic fit that would benefit the chain 
the most.  
 
Possible Interventions 
 
Based on the constraints identified and the value chain analysis, recommendations for a number of 
possible interventions can be drawn. These recommendations are listed in Figure 8. One should keep 
in mind that the following solutions are general recommendations which need to be evaluated with 
regards to expected costs and benefits as well as ease of implementation before thinking of putting 
them into action.  
 
Keeping on encouraging sets of best practices such as the IPDMs is expected to increase the overall 
production as well as the quality of the product. This set of actions should be executed so that the 
farmers are introduced to these methods and able to see the benefits, so they see the incentive for 
this investment. Additional financial support is expected to implement the best practices and methods 
as well as investing on better drying and fermenting facilities.  
 
Ideally, the fermenting and drying facilities should be on-site or connected to a close and efficient 
network of transportation, so the characteristics and quality of the beans are not altered by 
inadequate storage and processing. The model of the VOCGA for organic cocoa implying centers 
belonging to cooperatives allows a better follow-up on quality, sorting, and consistency. Regarding 
the processing step of the value chain, training and information should be supported by better 
communication systems and better access to communication technologies. However, this aspect can 
only be achieved through better development policies, institutional support of the infrastructure and 
overall enabling environment.  
 
Regarding transportation, a better and integrated transportation network would solve the major 
issues regarding the sorting of beans, the water contamination or the asymmetry of information since 
better regulation and contract enforcement could be supported. Better packaging would also ensure 
consistent quality. Integrating the transport function to cooperatives or grower’s associations could 
be very costly, therefore an alternative would be to improve this sector by promoting institutional 
focus on the development of transportation systems and enforcement of standard of services. 
However, the regulatory alternative should not be an automatic answer as too much regulation would 
be a deterrent for developing industrial and services sectors which are currently booming.  
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Figure 8. Recommended set of actions for each portion of the value chain 
 

Enabling stronger control over quality and ensuring certification are the key points of the potential 
new market access of Vanuatu’s cocoa. This would require a great amount of investment from 
institutions, associations, and growers, but would benefit both the receiving markets and the agents 
along the value chain. Certification should be implemented either through an external well-known 
certification institution or through existing organizations and associations like VOCGA or ACTIV which 
could create their own. Using an external certification label would bring larger visibility and a better 
image, however a Vanuatu-based institution would be able to adapt more to local needs and be more 
accessible and achievable for smallholders.  
 
Finally, ACTIV has shown a good example of the potential of Vanuatu to produce its own local organic 
value-added products such as chocolate through the Aelan Chocolate Makers. As of now the activity 
remains very limited and is quite experimental, but the development of the tourism industry in the 
country is a strong prospect for further profits and could represent an alternative to seeking out larger 
markets solely on the raw material trade.  
 
Conclusion 
 
The overall semi-organic and traditional practices, accompanied by better training and better help for 
development, could enable Vanuatu’s cocoa value chain to strengthen and access high-end and 
growing markets. This study showed that the major constraints are not only about development and 

Growing and 
post harvest

• More support for Integrated Pest and Disease Methods
• Promoting and supporting the implementation of on-site drying and fermenting centers

Processing

• Promotion and financing of tools and dryers
• Best practices training and communication

Transport

• Development of a better or integrated transportation inter-island network
• More advance packing and transporting to avoid water and humidity contamination

Marketing 
and export

• Implement stronger institutional quality testing and certification institutions
• Implement better differentiation and sorting of the products

Imports and 
production

• Potential on-site value-added product in Vanuatu
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infrastructures but also about how to re-shape the country’s and the value chain member’s interest 
and priorities by shedding light on the true potential value of premium cocoa. One of the major 
challenges is and will still be to develop investment and development plans that better suit the value 
chain requirement as well as demonstrate among value chain members their interest in promoting 
this chain. Finally, the role of certification and labels is not to be undermined. Marketing performance 
improvement will follow the more technical aspects of the value chain promotion and be a major asset 
to be developed to raise awareness from European and Australasian premium markets and ensure 
them with a safe and convenient sourcing system.  
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