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INTRODUCTION

Since 2000, ADB has signifi cantly expanded 
its operations and presence in the Pacifi c 
region, establishing offi  ces in Timor-Leste, 
Papua New Guinea, the Fiji Islands, and 

Australia-responsible for Nauru, Solomon Islands 
and Vanuatu. ADB shares joint liaison offi  ces with 
the World Bank in Samoa, Solomon Islands, Tonga, 
and Vanuatu. The regional expansion of ADB’s 
operations has also resulted in a rapid expansion of 
ADB’s private sector reform activities, largely due to 
Pacifi c governments’ recognition of the increasingly 
important role the private sector plays in promoting 
sustainable economic growth in the region.

The Pacifi c Private Sector Development Initiative 
(PSDI) was established by ADB in 2006 with co-
fi nancing by AusAID. It focuses on the following 
key  areas: (i) state-owned enterprise (SOE) 
reform and public-private partnerships (PPPs), 
(ii) fi nancial sector reform to promote access to 
fi nancial services, and (iii) reform of the legal and 
business regulatory environments. Specifi cally, 
in the fi rst area, PSDI has helped enhance 
corporate governance of SOEs, which will reduce 
the governments’ fi scal burdens and contingent 
liabilities. This frees up scarce resources for social 
development and infrastructure investment. In the 
second area, PSDI has helped expand opportunities 
for micro fi nancing and fi nancial inclusion 
programs and removed hurdles for women to gain 
better access to fi nancial services.  In the third area, 
PSDI has helped review, update, and implement 
business laws to ensure that private companies 
can start, operate, and exit businesses more easily. 
PSDI continues to support eff orts by ADB’s Pacifi c 
Developing Member Countries to encourage 
private sector-led, sustainable economic growth. 

The Pacifi c remains a costly and moderately risky 
place to do business. Funding investment can 
be challenging too because of limited access to 
fi nance. But things are changing for the better.

Under the fi rst phase of PSDI, ADB initiated 
62 reform activities. These included: 

Implementing microfi nance and fi nancial 
inclusion programs in Vanuatu, Papua New 
Guinea, Samoa and Timor-Leste, and developing 
new secured transactions laws in the Solomon 
Islands, Palau, Tonga, Republic of the Marshall 
Islands, and Vanuatu. PSDI has also helped to 
develop modern commercial laws in seven 
Pacifi c countries, with further Bills under 
preparation. The initiative has also supported the 
strengthening of business laws.  

During its second phase, PSDI will continue to 
focus on the three key reform areas identifi ed in 
the fi rst phase. An enhanced feature of the new 
phase is to include gender mainstreaming as a 
standard feature of PSDI initiatives. For instance, 
PSDI aims to boost women’s access to fi nancial 
services by expanding rural outreach of existing 
microfi nance institutions in Papua New Guinea, 
Timor-Leste and Vanuatu, and increasing women’s 
ability to mobilize collateral as security for loans. 
In addition, PSDI is actively revising business 
laws and removing legal impediments faced by 
women. These measures will enhance women’s 
business opportunities in the region.

This brochure contains the stories of Pacifi c 
people whose lives have been transformed 
through reforms initiated by ADB’s private sector 
development activities. These include assisting 
the Solomon Islands Government with reforming 
the Companies Act, increasing access to fi nance 
opportunities in remote areas of Papua New 
Guinea, and exploring innovative ways of using 
sandalwood as collateral to secure credit.

Partnerships are key to the success in 
implementing private sector development 
reforms. I would like to thank our Pacifi c 
developing member Governments for their 
strong support of these reforms, the Australian 
Government, our proactive partner in PSDI, and 
the many enterprising women and men whose 
eff orts and initiatives are behind the success 
stories described here.

Robert Wihtol
Director General, Pacifi c Department
Asian Development Bank
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SOLOMON ISLANDS  

From the left—fl oriculture specialists, Anne Maedia, Alice Biliki, and Freda Kasoa.

New Companies 
Act Presents 
New Choices for 
Women in Business
By Sally Shute-Trembath



ADB and the Australian Agency for International 

Development (AusAID) are funding some business law 

reforms in Solomon Islands, benefi ting women who may 

use the new, modernized laws to boost their businesses.

HONIARA, SOLOMON ISLANDS: Mermaid Company 
Limited, a locally owned beauty and health care 
center became the fi rst company in the Solomon 
Islands to reregister, following the expiration of 
the old Companies Act and the enforcement of 
the new one on 1 July 2010. “Mermaid” has been 
operating in Solomon Islands for more than 10 years, 
and employs 10 staff . Accepting her new company 
certifi cate, Company Director Justina Radclyff e urged 
other businesses to come forward and reregister 
their companies to benefi t their businesses.

Under the new act—Companies Act 2009—all 
Solomon Islands companies have 9 months 
to reregister or face being removed from the 
companies registry.

ADB assisted the Solomon Islands Government 
by supporting the drafting of the act, which was 
prepared following extensive consultations in 
Honiara and the provinces.

The Companies Act reform work is part of the 
Private Sector Development Initiative (PSDI), which 
ADB established in 2006 with cofi nancing from 

the Australian Government to support eff orts 
by ADB Pacifi c developing member countries 
to encourage private sector-led, sustainable 
economic growth. PSDI focuses on the following 
key reform areas: state-owned enterprise (SOE) 
reform and public–private partnerships (PPPs), 
fi nancial sector reform to promote access to 
fi nancial services, and reform of the legal and 
business regulatory environments in the region.

The new act presents a range of new choices for 
women who plan to use a company as a vehicle 
for business. Once a company is established and 
running, the new compliance requirements in 
the act will ensure lower transaction costs for 
company owners.

The new act supports the formation of single 
shareholder companies and introduces the concept 
of community companies. A community company 
may consist of a women’s group, a group of farmers, 
or landowner groups, among others. Community 
companies operate in the interests of their members 
and utilize such community assets as handicrafts, 
fi shing boats, or market produce for the benefi t of 

Mermaid Company Limited, owned by Justina Radclyff e 
(seated left), is the fi rst company in Solomon Islands to 
receive it’s new certifi cate under the Solomon Islands 
Companies Act 2009. Sa
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the entire community as well as preserving the 
sustainability of those assets for future generations.

ADB is conducting special information and 
training sessions on the use of the new, 
modernized Companies Act in Honiara and the 
provinces. During the sessions, participants are 
informed of the diff erent company structures 
that exist for running their businesses. 
Participants are also given advice on establishing, 
registering, and running a company.

The Solomon Islands Women in Business 
Association (SIWIBA) invited ADB to make a 
presentation at one of its monthly meetings. At 
the seminar, ADB advised the women on how to 
use the new act to help boost their businesses.

Luisa Hayward found the Companies Act 
seminar, “informative” and “interesting.” Hayward 
owns ‘Rumors’ Coff ee Shop in Honiara, which 
has been running for 10 years. She describes her 
business as a successful one. 

“The new Companies Act will encourage more 
women to be involved in business, and this will 
provide a good driver for the Solomon Islands 
economy,” she says.

“The new law should also make doing business 
in the Solomon Islands easier, especially if the Act 
makes it easier to open and close a company.”

“The new Companies Act will ultimately make 
it easier for women to conduct business in 
Solomon Islands,” says Eugenue Zhukov, 

Regional Director of the ADB Pacifi c Liaison and 
Coordination Offi  ce in Sydney, Australia. “The 
reform of the Companies Act in Solomon Islands 
is one of a series of regional reforms ADB is 
conducting in the region to encourage women’s 
participation in Pacifi c economies.”  

National Express newspaper owner, Pamela 
Soloveke found the Companies Act workshop 
“useful” and is keen to fi nd out more about 
community companies and cooperatives, which 
she believes may help rural-based women and 
rural communities in general. 

“I also like the transparency and accountability 
aspects of the new act, such as clear obligations of 
company reporting,” she added.

“A community company is a type of private 
company which may have up to 50 shareholders 
and have a principal objective of promoting a 
particular community interest,” says Terry Reid, 
ADB legal advisor who assisted the government 
with the drafting of the act.

“A community may be defi ned as a group of 
people with readily identifi able characteristics 
and may be a group of vegetable farmers, fl ower 
producers, women who make handicrafts in a 
village, or people in a village who collectively use 
a fi shing boat to catch and sell fi sh at market. 

“The profi ts of a community company must 
benefi t the entire community. For example, some 
people in a village may register their vegetable 
growing business as a community company with 

Caption
Floriculture specialists and farmers 
participating in ADB new Companies Act 
Workshop in Honiara. Florist Anne Maedia in her Honiara offi  ce. Sa
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the principal objective of raising money to build a 
new school for the entire community.”

Alice Biliki from the Leggakiki Community in 
West Guadalcanal is a fl orist who specializes in 
making fl oral arrangements for weddings and 
conferences. Right now she is trying to raise the 
fi nances to set up her own shop. She found the 
Companies Act Workshop “very timely” and hopes 
the advice she gained will help her navigate the 
process of setting up her company. 

Anne Maedia from the Bahai Community in 
Central Guadalcanal and Freda Kasoa from the 
Mbaranamba Community in East Guadalcanal are 
both fl oriculture specialists and teach women to 
grow fl owers in their communities. They found the 
Companies Act information session very relevant 
to their own situations in the Solomon Islands and 
hope that ADB continues to reach out to women’s 
groups to spread the message about the new 
Companies Act.

Ariligo community leader and West Guadalcanal 
organic farmer John Maeli attended an ADB 
Companies Act information session, returned to 
his community and briefed others about what he 
had heard. The group has subsequently decided 
to form a community company to initiate some 
projects that will be benefi cial to the entire Ariligo 
community. After receiving organic farming 
training from an AusAID funded program, he now 
grows tomatoes, cucumbers, beans, and cabbage. 
He has business plans to supply a local hotel with 
produce. Maeli is confi dent his community will 
benefi t from the formation of his new organic 
vegetable company. He is fi nding the registration 
process challenging but says the workshop he 
attended has certainly made the procedure more 
user friendly.

Since the new Companies Act became eff ective in 
July 2010, nearly 200 companies have reregistered, 
and 90 new companies have registered.

McKinnie Dentana is the Director of the Solomon 
Islands Government’s Economic Reform Unit and 
works closely with ADB and other agencies on 
regulatory reform, and helped with the process 
of reforming the Companies Act. Dentana says 
the government appreciates ADB assistance on 
updating and reforming the Companies Act, 
which he feels will make it easier for people to do 
business in Solomon Islands.

The Companies’ Registry Offi  ce in Honiara, which 
is responsible for the administration of the 
Companies Act, is a contact point for businesses 
and a resource for learning more about current 
business law in Solomon Islands. Work is now 
underway there to establish a new electronic 
Companies Registry, enabling the registration 
process to be a paperless one.

The new Companies Act in Solomon Islands is 
part of a larger regional eff ort by ADB to introduce 
company law that is more suitable for small island 
economies. The new laws are tailored to suit the 
business environment in Pacifi c countries and 
assist with overcoming high costs associated with 
geographic barriers in the region. ADB assisted 
the Government of Tonga in enacting important 
amendments to its act in 2009, and is supporting 
company law reform initiatives in Vanuatu.

From left, Luisa Hayward and Margaret Ilala at the 
SIWIBA Meeting. 

From left, ADB Legal Adviser Aaron Levine with Ning Gabrino, 
President of the Solomon Islands Women in Business 
Association (SIWIBA), at a new Companies Act information 
session organized for SIWIBA by ADB.
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Out of the Tin, 
into the Bank
by Samisoni Pareti

VANUATU

One of the fi rst microfi nance clients of NBV on Tanna, 
Harry Nikiau now runs a string of businesses on the island. Sa
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PORT VILA, VANUATU: Harry Nikiau lives on 
Vanuatu’s southern island of Tanna. One year after 
opening a grocery store on his family’s land not far 
from Lenakel, Tanna’s main commercial center, he 
wanted to expand his business, but was afraid his 
lack of collateral would get in the way. 

“I had just opened my retail shop,” said Nikiau. It 
was 1993. “I didn’t have a lot of assets to show as 
collateral.” 

Fortunately, the National Bank of Vanuatu (NBV) 
was in the midst of expanding its services in 
remote islands like Tanna. Nikiau met with John 
Paton, NBV’s microfi nance offi  cer in Tanna. “John 
had faith in my business and off ered me a small 
loan.”

Since then, ADB has supported NBV to off er 
more rural loans, and borrowers like Nikiau have 
benefi ted. Nikiau has taken out three or four more 
loans, according to Paton, and has graduated to a 
full commercial lending customer.

Today, Nikiau’s store has diversifi ed into hardware, 
vehicle spare parts, and fuel, and operates timber 
and rice mills and a real estate business. He has 
15 people on his weekly payroll. “I don’t think I 

The National Bank of Vanuatu (NBV) has been a leader in its push 

to provide bank services to Vanuatu’s rural people. Innovative 

technological approaches, including mobile banking, brought 

savings and credit to some of the most remote communities in 

the country.

would have been able to grow and expand my 
business without that fi rst NBV loan,” he said.

More than Milo

Nikiau is steps ahead of many of Vanuatu’s rural 
people, who—confronted with the absence of 
a local bank and vast distances to the nearest 
one—often choose to hide cash at home. 

Bob Hughes, the managing director of the 
National Bank of Vanuatu (NBV), calls it the “Milo 
tin deposit.” People resort to depositing money 
in empty tins of Milo, a chocolate fl avored health 
drink, and burying the tins near their houses.

Not only can it be insecure, Milo tin banking can 
harm the bills. “A lot of these (buried) notes are 
damaged, faded or worn out completely,” explains 
John Aruhuri, head of rural banking for NBV, who 
has watched people dig up Milo tins for cash.

Photos of money damaged from Milo tin deposits 
are published in a manual that Aruhuri and his 14 
microbank offi  cers now use in a fi nancial literacy 
program, launched by NBV in May 2010. “Using 
pictures of these damaged notes, we are telling 

National Bank of Vanuatu’s microfi nance offi  cer North Efate 
branch John Kanas (left) meets a client, Rupen Amos. North Efate branch of the National Bank of Vanuatu. Sa
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our people that banking under the mattress or 
in the garden should not be encouraged at all. 
It is best that they put their money into a bank 
account.”

Financial Literacy

In remote areas, where teachers must make 
expensive, time-consuming trips to the nearest 
NBV branch to collect their salaries, and where 
credit—if it exists—is largely outside the fi nancial 
sector, levels of fi nancial literacy remain low.

An education program, sponsored by the 
Commonwealth Secretariat and ADB, is teaching 
people to take advantage of better business and 
banking practices.

ADB granted $600,000 to the Government of 
Vanuatu to improve rural people’s access to fi nancial 
services. The grant, which forms part of NBV’s overall 
rural outreach eff ort, is an extension of a successful 
project that expanded rural and microfi nance 
services in Vanuatu from 2004 to 2006.

Since the launch of the fi nancial literacy program, 
NBV’s microfi nance offi  cers have been busy conducting 
training throughout Vanuatu. “Our microfi nance offi  cers 
start from the branch locations and then slowly move 
around the island into the more remote communities,” 
said NBV’s John Aruhuri. The bank also runs a bi-weekly 
radio show about fi nancial literacy on Radio Vanuatu.

“There seems to be a lot of appreciation for the banking 
advice and education we off er,” said Aruhuri. “People 
now understand the logic of saving, and that in order to 
access credit, one has to fi rst open a bank account.”

Expanding Reach

But Milo tin depositors will continue to exist if people in 
remote communities can’t access the bank. In response, 
NBV managing director Bob Hughes and his team are 
establishing more NBV branches outside Port Vila. NBV 
now has 154 specially trained microfi nance offi  cers at its 
branches across Vanuatu.

Stretching NBV’s fi nancial net across the archipelago is 
a challenge that Aruhuri said ADB helped resolve. ADB 

Young woman entrepreneur, Rutha Wilson, owner of 
Havannah Block Factory. Sa
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provided a technical assistance grant to NBV to 
design a rural fi nance product for pilot testing 
in rural areas, and a second grant to expand 
access to fi nance and introduce viable economic 
opportunities and income-generating activities.

In 2008, ADB funding helped NBV introduce a 
mobile-phone banking system that served rural 
communities beyond the reach of NBV branches. 
Over the nearly 2 years since this initiative began, 
NBV has eff ectively explored and used available 
technologies, implementing satellites and solar 
power in many of the rural branches.

In addition, NBV has identifi ed “fl exible” options 
for collateral that credit applicants can use to 
guarantee their loans. “If they have cash in their 
bank account, that’s a good security in the fi rst 
instance,” Aruhuri said. “We also look at moveable 
assets such as generators, chainsaws and portable 
sawmills, fridges, and furniture. The amount of 
collateral needed depends on the size of loan.”

Cemented Investments

Rutha Wilson is the owner of Havannah Block 
Factory, a backyard concrete-block making 
business located at her village of Tanoliu, which is 
covered by the North Efate branch of NBV.

Inspired by a desire to provide her children with 
a proper education, Wilson began to bank her 
money. Her goal was to save enough to get the 
credit she needed to grow her business.

For John Kanas, microfi nance offi  cer at NBV, 
Wilson is one of NBV’s best clients. She took a 
microloan of vatu (Vt) 83,000 (about $835) last 
year and repaid it 12 months later. “Rutha was 
good with her repayments. Whenever she was 
ready, she would telephone me to come and bank 
her money,” he said.

When she started her business in 2006, Wilson 
and her two older brothers did everything from 
purchasing cement and carting sand and coral 
from the beach in front of the village to mixing 
and casting concrete blocks.

Four years later, the business employs four young 
men at the backyard factory in Tanoliu, each 
earning Vt1, 200 ($12) a day for a fi ve-day week.

Aruhuri is impressed with Wilson’s determination as 
a young entrepreneur. “She is very strategic,” he said. 
“Havannah is a fast growing area with lots of coastal 
land sales and a lot of home construction taking 
place. The central government now wants to build a 
port too, so the demand for construction materials 
like concrete blocks will surely hit the roof.”

Bagged and ready are these sacks of charcoal 
for Port Vila’s General Market. Cliff  Kanas’ mother 
Nora inspects the sacks with NBV manager rural 
banking John Aruhuri.

Firewood being burnt for charcoal, a ready source 
of cash for many in North Efate.

Popular outlet for tourists in Port Vila; the Tourist Market. Sa
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VANUATU

Security in 
Sandalwood
By Samisoni Pareti

Helen Iarapia, hotel owner on Tanna Island.



EFATE, VANUATU: Anna Blessing made the decision 
to resign as a registered hospital nurse 5 years ago 
in order to run her own small business full time. 
Blessing says the sacrifi ce has been worth it.

“As a nurse, I had to wait for 2 weeks to receive 
my salary; and at the end of the day, I wouldn’t 
have any more money on me; and I would have to 
borrow. 

“But since I joined Vanwods, I have income on a 
daily basis—small maybe, but it’s money available 
when I need it.” 

Blessing is one of the 5,000 or so women who 
are active members of Vanwods, a microfi nance 
scheme that specifi cally targets economically 
disadvantaged women living on one of Vanuatu’s 
three islands of Efate (including the capital Port 
Vila), Espiritu Santo, or Malekula.

According to the AusAID funded, Vanwods Impact 
Assessment 2007, a typical Vanwods member is 
40 years old, married with four children, and lives 
in a tin house on the outskirts of Port Vila.

Vanwods was established in 1996 by the United 
Nations Development Programme (UNDP) as a 
project for Vanuatu’s Department of Women’s 
Aff airs. It has since evolved into a self-funded 
nongovernmental entity, a milestone it achieved 
following a Vt45 million injection by the Vanuatu 
Government and the appointment of a new 
management team.

Figures released by John Salong, Managing 
Director of Vanwods, at its stakeholders’ forum 
in Port Vila in July 2010, showed the signifi cant 
contributions the microfi nance scheme has made 
to the country’s savings and lending market.

Since inception, Vanwods’ cumulative loan value 
reached Vt769.364 million ($7.712 million) in 2010, 
according to Salong.

“That means we have paid out to government 
around Vt35 million ($350,000) in taxes,” Salong 
told the stakeholders’ forum. 

When Vanwods began in 1996, it had a 
membership of 436. In 2010, it has 5,039 members. 
The group refers to its members as ‘mamas.’ Total 
savings now stand at more than Vt140 million.

Outstanding loans, on the other hand, peaked at 
nearly Vt90 million (Vt89.810 million or $900,308) 
in 2008, before dipping to around Vt56 million 
($560,000) in July 2010.

While reporting an operating loss of 
approximately Vt281, 000 ($27,357) in 2009, 
according to Salong, the fi rst 6 months of 2010 
showed a remarkable turnaround for Vanwods.

Unaudited fi gures, he said, point to a surplus of 
some Vt2.383 million ($231,736).

The viability of Vanwods will be good news to 
members like Blessing who, after the retirement 

Eff orts by the Asian Development Bank (ADB) and the

Australian Agency for International Development (AusAID)

to promote private sector development have improved

access to fi nance and enhanced opportunities for women

in Pacifi c island countries. Vanwods, a microfi nance scheme

targeting economically disadvantaged women in Vanuatu,

has an ambitious plan to secure credit using sandalwood

and avoid the legal diffi  culties surrounding the use of 

customary land as collateral.
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of her husband, is the sole breadwinner for her 
family. She runs a small retail store from her home, 
and her earnings have funded the education 
of their fi ve children. She has also been able to 
renovate the family home.

Salong’s plans suggest that there are some new 
developments ahead for Blessing and all the other 
Vanwods mamas.

Beginning this year, the microfi nance scheme 
intends to boost the ability of its mamas to take 
loans by using sandalwood trees as collateral.

The sandalwood tree is renowned for its scented 
wood. Soaps and oils are produced using the 
wood’s fragrance, which is also thought to have 
medicinal qualities. Vanwods plans to use 
sandalwood trees as moveable collateral to secure 
loans.

Secured transactions are loans backed by such 
moveable assets as boats, cars; or in this case, 
sandalwood trees. A long-term ADB project 
underway in Vanuatu aims to reform the outdated 
laws governing secured transactions to allow 
moveable assets to help people secure a loan to 
start or grow a business.

In addition to drafting the new law covering 
secured transactions systems and collateral 
registries, the project is designing and installing an 
electronic registry to support the law.

The Personal Property Securities Registry (PPSR) 
allows individuals and companies to register 
security interest (a contractual arrangement 
similar to a mortgage) in moveable property.

Under the new secured transactions law, once 
the sandalwood trees have matured and carry 
suffi  cient value, they may be subject to security 
interest and registered on the PPSR. Mamas will 
then have an option to access fi nancing using the 
trees as collateral.

“ADB is working closely with the Vanuatu 
Government to help modernize business laws and 
increase access-to-fi nance opportunities,” says 
Eugenue Zhukov, Regional Director of the ADB 
Pacifi c Liaison and Coordination Offi  ce in Sydney, 
Australia. 

The broader secured transactions work is part of 
the Private Sector Development Initiative (PSDI), 
which ADB established in 2006 with cofi nancing 
from the Australian Government to support eff orts 
by ADB Pacifi c developing member countries 
to encourage private sector-led, sustainable 
economic growth. PSDI focuses on the following 
key reform areas: state-owned enterprise (SOE) 
reform and public–private partnerships (PPPs), 
fi nancial sector reform to promote access to 
fi nancial services, and reform of the legal and 
business regulatory environments in the region. 

Serah Obed, a PPSR administrator says that 
commercial banks and one or two other lending 
agencies are the big users of the registry but 
that under the provisions of the Personal 
Properties Security Act (PPSA), nongovernmental 
microfi nance agencies like Vanwods are not barred 
from using PPSR.

“There have been some indications from Vanwods 
that they, too, would like to take advantage of the 
benefi ts the new PPSA and registry bring,” said Obed.

Vanwods meant money on my hand, says 
Vanwods member, Anna Blessing (right).

Some of the 5000 plus women 
members of Vanwods.Sa
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Vanwods’ idea of securing loans with sandalwood 
trees as collateral is an innovative way of securing 
credit and, at the same time, circumventing the 
legal diffi  culties surrounding the use of customary 
land as collateral for loans.

Salong elaborates on his plan for  securing credit 
with sandalwood trees.

“We will sprout seeds we have stockpiled, and 
deliver the seedlings to the Vanwods’ mamas in their 
diff erent centers. We will have 35 mamas per centre, 
and we will be giving away 3,500 seedlings per 
centre—100 seedlings per mama. The seedlings will 
be cared for by the various mamas, and after 5 years 
we will provide loans to the mamas if they would 
like to expand their businesses using sandalwood 
trees as collateral. At this time, the security intent in 
the trees will be registered in the PPSR.” 

Nenes Noman operates a kakapa retail, a supplier 
of kava and betel nut to Port Vila’s numerous 
nakamal or kava bars.

“I’ve been a member of Vanwods’ Saravanua 
Centre for 11 years, and I want to plant 
sandalwood,” says Noman.

“All I need to do now is to secure some land, 
and my husband will help me look after the 
sandalwood trees.”

Access to fi nance is a major constraint to 
economic growth in Pacifi c island countries, and if 
Salong and his Vanwods team are able to translate 
their innovative idea into practice, Mamas like 
Anna Blessing and Nenes Noman may be able to 
expand their businesses using sandalwood trees 
as collateral for fi nancing. 

Women like this small store owner 
on a suburb of Port Vila can join 
Vanwods’ microfi nance scheme.

A coff ee farmer in Tanna. Vanwods new 
sandalwood farm project will benefi t members 
who have their own piece of land.

A source of business growth in Vanuatu 
… Three to four cruise-liners like this one 
call on Port Vila in a week. Sa
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PAPUA NEW GUINEA

Microfi nance to 
the Rescue
by Samisoni Pareti

Dinghy travel can be a dangerous aff air for Manam Islanders. Due to rough seas, 
dinghies like this one need to be beached and travel suspended during bad weather. Sa
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MANAM ISLAND, PAPUA NEW GUINEA: Following 
devastating volcanic eruptions in October 2004 
on remote Manam Island, and the subsequent 
complete evacuation to the mainland of the 
island’s 10,000 inhabitants, many of the islanders 
including the Baliau people have returned home 
and are trying to rebuild their lives. 

Remnants of the eruptions are clearly visible in 
the threatening brown and infertile lava plains 
that mar the island. What cash-generating crop 
could possibly be grown here? What product 
produced? Peter Muriki thinks he’s got the 
answer. “Devastated as it is, Manam can still 
sell copra, some cocoa and fi sh as a means of 
survival,” said Muriki.

A Manam Islander himself, Muriki is also the 
executive director of the Bogia Cooperative 
Society (BCS) which has been canvassing for 

community saving schemes in isolated and rural 
places like Manam. BCS calls these saving groups 
community development centers (CDCs). 

In houses made of woven coconut leaves, with 
support from BCS, men and women from Baliau 
village formed themselves into cash saving groups. 
In July 2010, there were fi ve groups altogether, 
each comprising 70 to 100 members.

“At the end of each week, or 2 weeks, or 1 month, 
members will come together in their respective 
groups to deposit their savings with the group’s 
teller,” explained Michael Rupunae, a member of 
the savings scheme on Manam Island. “It will then 
be the teller’s job to deposit the savings with the 
bank at Madang on the mainland.”

Rupunae makes it sound simple, but banking at 
Madang town requires an hour of open boat travel 

People on Papua New Guinea’s remote Manam Island 

and Madang Province are rebuilding after a disastrous 

volcanic eruption, thanks to better banking solutions.

Quiet for now but the volcano is still 
active and rumblings can still be 
heard from time to time.
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from Manam Island to Bogia on what is usually a 
rough sea channel. Then the teller will take a 3-hour 
mini-bus ride to Madang, 200 kilometers of road that 
used to be paved but is now dotted with pot holes.

According to Rupunae, it is worth it. “No more 
should we rely on others,” he said. “This is one way 
we can help ourselves.”

Enterprise and Employment

Twelve months since BCS received fi nancial 
assistance from the ADB and AusAID-supported 
Microfi nance and Employment Project, it has 
been able to establish 52 CDCs with over 5,000 
members across the province of Madang. BCS 
trainers traveled to rural communities to provide 
advice on saving, budgeting, debt management 
and microfi nance services. Over 2,000 people 
underwent fi nancial literacy training—organized 
by Muriki and funded and supported by the 
project—to help them make more informed 
banking choices.

Soon after their fi nancial literacy training, Manam 
Islanders went into saving mode. All fi ve CDCs 
from Baliau saved between Kina (K) 10,000 to 
K20,000 (about US$3700–US$7400) by July 2010.

Rupunae and his members admit that fi nding 
money to save was a struggle. “It is hard to save 
here on the island, but after what we have gone 
through over the past 5 or 6 years, we know that 
this savings scheme could off er us some economic 
independence,” said Rupunae. 

The development of good fi nancial services is a 
key component of the Government of Papua New 
Guinea’s medium-term strategic framework.The 
strategy emphasizes the importance of fi nancial 
services for economic and social development in 
the country, and recognizes the need to improve 
access to fi nancial services particularly in rural areas.

“Better access to fi nancial services will assist the 
poor to create microenterprises and generate 
broad-based income,” says Eugenue Zhukov, 
regional director of ADB’s offi  ce in Australia. “This 
will lead to new employment opportunities, a key 
development objective of PNG.”

All the president’s men and women …. Presidents of Bogia Cooperative Society 
CDCs at a recent consultative meeting in Madang. The group had appointed 8 
of them to be the pioneering board of directors of BCS. Sa
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Creative Credit

However, saving is only part of the solution. “Very 
limited access to credit continues to be a serious 
impediment to private sector development and 
sustainable growth in PNG,” says Eugenue Zhukov.

BCS is planning to make the transition from 
savings to lending, according to Muriki. “We would 
really like to get into microloans. Some people are 
giving up savings because they are not seeing the 
other side of microfi nance.” The next step will be 
fi nding a lending partner, or, failing that, going 
into lending on its own.

Muriki is already working out some ideas on how 
this could be done. “These are some ideas we are 
working on, activities in which a bank, or anyone 
else, can start something and then let people run 
it,” he said.

Savers on Manam agree that lending would help 
boost their economic revival. “Cash fl ow is our 
biggest challenge,” says Andrew Roana, chairman 
of one of fi ve CDCs in Baliau village on Manam 
Island. “Sometimes our copra buyer runs out of 
cash, and with the high cost of the dinghy (open 
boat), there’s no way we could aff ord to ship our 
produce to the mainland.”

Roana’s CDC wants to go into small business 
enterprises once their savings could sustain 
microloans. Topping their list of potential activities 
are to start small poultry farms and piggeries and 
buy a dinghy of their own.

Once they are able to take out loans, other CDCs 
on the island are considering income generating 
ideas like running a small guesthouse, acquiring 
fi shing gear, or starting a second-hand clothing 
outlet on the island.

Once the Bogia Cooperative Society moves 
from savings to lending, the opportunity private 
enterprise off ers to economically-deprived areas 
like Manam Island could be substantial. Managed 
well, it could even lead to a small economic 
revolution in the development of small but viable 
cottage industries in Madang’s rural and remote 
communities. 

Peter Muriki, Executive Director of Bogia 
Cooperative Society makes a point at a forum 
of CDC presidents in Madang.

Bilbil CDC member Mek Kayau 
shows off  a sing sing skirt she 
weaved from Sago leaves.

Outboard engines have to be in tip –top 
condition as travel on small open boats 
is Manam Islanders’ only form of travel to 
the mainland of PNG. Sa
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TIMOR-LESTE

IMfTL Ventures into 
the Big, Wide World 
of Commercial Banking
By Samisoni Pareti

Ready for a buyer… Clemento de Araujo left his hotel janitor job 
to run his own business, thanks to fi nance from IMfTL.



DILI, TIMOR-LESTE: The entrance into Clemento de 
Araujo’s modest furniture factory is ordinary and 
uninviting, a far cry from the classy and grand-
looking lobby of the hotel he used to work in as a 
janitor.

But what his operation lacks in appearance, it 
makes up for in independence. With only $500 
in savings to start off  a carpentry and joinery 
business in 2002, de Araujo injected more capital 
into his small business with a loan from IMfTL. 
Today, his business boasts Australian-made electric 

ADB assistance is helping Instituição de 
Microfi nanças de Timor-Leste (Institute of 
Microfi nance Timor-Leste, IMfTL) become the 
country’s fi rst locally owned, sustainable, private 
sector oriented commercial bank. IMfTL is 
delivering improved access to fi nancial services 
to both rural and urban areas in Timor-Leste. 

saws and other high-powered machines, with four 
full-time employees and two part-time workers.

“I can’t say my cash problems are over, but 
running my own business is far better than my 
days of working for others,” the 40-year old de 
Araujo says through his interpreter, Isaias Pereira 
Nunes, a fi eld staff  offi  cer for IMfTL. 

“We work on orders for furniture we get from 
individuals, and the income I get is enough to pay 
for my workers and help my family, too,” De Araujo 

Factory hand in Clemento de Araujo’s 
furniture business operates an electric saw.
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says as he stands in a small room cluttered with 
furniture that has just come out from the joiner’s 
factory. There are deck chairs, dining chairs, and 
even a day bed—all made from timber. A factory-
hand is busy inside the factory next door, cutting a 
large chunk of timber into smaller pieces.

De Araujo has four children, two of whom are 
high school seniors; he also looks after four of his 
younger siblings, one of whom is attending the 
local university. De Araujo pays tuition for all six 
children.

Through partnerships with IMfTL and with the 
support of staff  offi  cers like Nunes, entrepreneurs 
like Arujo are motivated to start and expand their 
businesses.

IMfTL has been growing its lending operations 
for some time and is run profi tably. Its owner, 
the Government of Timor-Leste (GOTL), is in the 
process of upgrading its status from a quasi bank 
to a full commercial bank. When this happens, 
IMfTL will become the fi rst locally owned bank in 
Timor-Leste.

The Ministry of Economy and Development, 
headed by Minister Joao Mendes Goncalves, is 
overseeing this transition.

“With the support of the Asian Development Bank 
(ADB), we had a consultant prepare a business 
plan,” says Minister Goncalves.  “Now we are 
waiting for the fi nalization of the legal framework.“

“I have also asked the consultant to get approval 
from the Council of Ministers  and help push for 
the BPA [Banking and Payments Authority] to issue 
a Class ‘B’ license, ” adds Minister Goncalves.

IMfTL currently holds a Class ‘C’ license that allows 
it to operate on a restricted basis, with the Banking 
and Payments Authority, which acts as Timor-
Leste’s central bank, supervising caps on the level 
of deposits and loans it can off er.

IMfTL was established in 2001 under the ADB-
managed Microfi nance Development Project as 
a public institution focusing on microfi nance. 
IMfTL was owned by the Foundation for Poverty 
Reduction (FPR), which was created by donors 
including ADB and the GOTL.  

Under a $4 million project on strengthening 
microfi nance operations, funded through the 
United Nations Transitional Administration 
in Timor-Leste (UNTAET), IMfTL was issued a 
provisional banking license on 22 May 2002. It 
acquired its quasi-bank status four months later.

A review undertaken by the ADB in mid-2004 
showed some progress in IMfTL’s operations. IMfTL 
had a network of three branches and a head offi  ce. 
At the end of June 2004, IMfTL had 3,100 clients, 
up from 2,961 at the end of 2003.

The review highlighted several concerns as 
well. From June 2004 to the end of 2003, total 
outstanding loans decreased by 5% from 

Minister of Economy & Development 
Joao Mendes Goncalves wants IMfTL 
to be granted a license to operate as a 
full commercial bank.

Managers of IMfTL’s main branch 
in Dili are planning to erect a 
makeshift shade for clients who 
have to queue for services.
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$770,967 to $569,440, primarily due to a marked 
decrease in payroll loan activity due to increased 
competition.   IMfTL’s ability to mobilize savings 
deposits exceeded expectations with a total of 
7,026 savings accounts amounting to $922,528.41; 
however, deposits exceeded loans by 62%, 
indicating insuffi  cient capacity to mediate 
effi  ciently between savers and borrowers.

Following the review, ADB provided $500,000 of 
technical assistance through its Japan Special Fund 
to help IMfTL become fi nancially independent.  The 
GOTL and IMfTL contributed $90,000. This assistance 
focused on strengthening corporate governance, 
improving operational and fi nancial performance, 
launching products focusing on poor women, and 
producing business and strategic plans.

Then, in December 2008 following IMfTL’s 
achievement of positive results, ownership was 
transferred to the GOTL.

After 2 years of independence from donors, 
IMfTL’s seems to be in a sound fi nancial position, 
according to Pat Lisk, the consultant who 
produced the organization’s business plan.

“Between 2006 and 2009, the total number of 
loans increased by 110% to 7,400,” says Lisk. 

“In terms of value, the portfolio has gone up by 
almost 300%. The number of deposits has gone up 
by 200%. Total assets have increased by 121%, and 
profi ts have increased by over 200%. 

“At the start of 2006, non-performing loans were 
just under 9%, and they were 1.3% at the end of 
2009. Return on assets increased from 0.4% to 
3.5%; return on equity, from 0.9% to 6%. 

“The total value of loans at the end of June 2010 
was $6.5 million, and total deposits were about 
$3.4 million.

“We have a good cost to income ratio of about 
75%.  Net profi t for last year was $250,000, and this 
year it will be $350,000. 

“Projections for the next 2 years share the same 
positive prospect,” says Lisk. 

By 2013, total loans are expected to reach around 
$19 million, and deposits, $15 million.  Net profi t is 
projected to reach $1.2 million.  Non-performing 
loans are expected to hover around the 1% mark.

The lending rate is unusually high at 19%, but 
Lisk and Sergio M. Espirito Santo, the IMfTL 
General Manager, defend it saying that the cost 
of operating a small and microloan business in 
Timor-Leste is correspondingly high.

With the help of a GOTL capital injection of $1.5 
million, IMfTL has been establishing branches 
in the country’s 13 districts. Eight branches 
have now been opened; branches in three more 
districts are expected by the end of 2010; and 
a branch each in all of Timor-Leste’s districts is 
planned by 2011.

Motor cycles and mini buses are 
popular modes of transport in Dili. A big petrol station business on Dili’s main street.
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 “Once we complete that, the second phase of our 
business plan kicks in,” says Espirito Santo.

“With another government injection of $3 million, 
we are going to launch our mobile banking plans 
from our 13 district branches,” he adds.

Expanding banking into rural Timor-Leste has 
produced some pleasing results, according to 
Minister Goncalves. He spoke of a district IMfTL 
branch that became self-suffi  cient in its fi rst 
month of operation. The branch accumulated 
deposits of $104,000 in the fi rst month and 
off ered loans amounting to $102,000, and the 
bulk of its clients were women’s groups.

As demonstrated in ADB-funded microfi nance 
projects in other Asian and Pacifi c island countries, 
women are good managers of microbusinesses.

Juvinal de Jesus, coowner of a big grocery shop 
at Becora village on the outskirts of Dili will vouch 
for the entrepreneurial skills of women. He says 

the success of his village store business is largely 
due to his wife Virgia da Costa’s involvement with a 
women’s savings group in Becora in 2004.

“It was from the savings group that I learnt of 
IMfTL’s microloan scheme,” says da Costa.

“So I urged my husband to pay IMfTL a visit, and 
that is how we were able to get a loan to expand 
our grocery business.”That was in 2006, when de 
Jesus operated his store from a rented building in 
Becora.

In 2010, the couple moved their grocery store 
into a newly constructed concrete building, 
which was built from money generated by their 
expanded business. The shop is well-stocked 
with food and household items, and has spacious 
storage onsite.

“If it wasn’t for my wife, I would not have known of 
the assistance IMfTL off ers small business people 
like us,” says de Jesus.

Inside de Jesus’ grocery shop. Sa
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“Now we are able to pay for our seven children’s 
education, and we are even thinking of expanding 
our business into a mini-supermarket,” he adds.

A similar story is shared by Jaime Fernandes and 
his wife Elisa Fatima Lima.

They live on the other side of Becora village, and 
like de Jesus, it was Elisa who started their foray 
into business.

Elisa was a market vendor, who erected a 
makeshift shelter by the roadside in Dili, selling a 
variety of food stuff , fruits, and vegetables. Elisa 
says she began her small food vendor business 
in 2003, which she expanded into a fi sh-selling 
business 1 year later.

She closed her business when civil unrest broke 
out in 2006, but once the confl ict was resolved, 
her family returned to Becora to pick up from 
where they had left off .

 Today, Elisa and her husband operate a big 
grocery store in a spacious roadside concrete 
building.

“We were only able to grow from our small 
market vendor business to this large grocery shop 
through an IMfTL loan,” says Fernandes.

“Now we are able to send all our six children to 
school, and we are thinking of buying a company 
vehicle to help us in transporting our goods,” he 
adds.

Jaime & Elisa get a visit from IMfTL Dili 
branch manager Manuel Rangel da 
Cruz (2nd right) and IMfTL Dili branch 
fi eld staff  Isaias Pereira Nunes. Sa
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PAPUA NEW GUINEA

Expanding 
Microfi nance
By Ian Gill 

Traders at Wewak market can avail of microfi nance services.



WEWAK, PAPUA NEW GUINEA:  For many years, David 
Ulgu was a factory worker. Then he struck out on 
his own, selling scones and cell phone cards on the 
streets of Wewak. When this proved successful, he 
wanted to go a step further and open a trading store.

He needed capital to do so, but could not get a 
bank loan since like most Papua New Guineans 
he had no collateral and only modest savings. 
Through Nationwide Microbank (NMB), a 
microfi nance institution, Ulgu was able to borrow 
K4,000 ($1,520) and opened a shop selling soap, 
sardines, corned beef, and other dry goods.

Business was good enough for him to repay his 
loan to in two months. Since then, he has taken 
out two more loans— of K10,000 ($3,800) each—
to expand his store. In doing so, he has moved 
from being a microborrower to being classifi ed as 
a small or medium enterprise (SME). SMEs qualify 
for loans of K15,000 ($5,704) and above.  

A cheerful, outgoing man, Ulgu is enjoying his new 
life as a businessman. He and his wife Mathilda 
now have a staff  of eight, including part-time 
employees. Ulgu is already pondering his next 
venture, which is to open a hardware store. 

He is the kind of enterprising client that NMB and 
other microfi nance institutions (MFIs) are relying 
on as the microfi nance sector expands.  “He has 
had little education, but is very smart in the way he 
markets himself and handles money,” says a loans 
offi  cer with NMB.

Microfi nance is a vital tool for rural development. 
The provision of basic fi nancial services is enabling 
thousands of poor people in Papua New Guinea 
(PNG) to increase their incomes or start small 
businesses.  

NMB and the government, in partnership with the 
Asian Development Bank (ADB), are working on 
complementary programs that will lift the sector to 
the next level. 

NMB, the country’s largest MFI, expanded its 
branch network and customer base rapidly in 
its fi rst few years, but in a new drive under chief 
executive offi  cer Lionel Somaratne, is now focusing 
on improving loan performance and boosting 
profi tability. 

“We had a loan portfolio that was growing but 
included an unacceptable level of bad loans, and 

While Papua New Guinea’s biggest microfi nance institution 

boosts its operating effi  ciencies, the government, ADB, 

and AusAID are preparing to take this vital sector to the 

next level. 

David Ulgu (right) opened a small store with a loan from 
Nationwide Microbank in Wewak, PNG.Ia
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Clay pots for sale… Bilbil Village on the coast of 
Madang is renowned for pottery.

we are putting operations on a more professional 
basis,” says Somaratne, who was brought in to 
head NMB in 2007.

Since his arrival, Somaratne, a veteran Sri 
Lankan banker with over 35 years in central and 
development banking and microfi nance, has 
appointed new managers to increase quality 
lending and cut down bad loans. He has also 
instituted reporting and satellite communications 
systems to enable NMB to better track 
performance of its provincial branches—and 
take speedier remedial action when branches 
underperform.

“I put more emphasis on quality lending. To 
ensure this, I get statistics from the branches every 
month, and I know the status of every arrears 
customer. I push managers and offi  cers to collect,” 
says Somaratne at NMB’s head offi  ce in Port 
Moresby.

Such measures have already had some success. 
NMB turned in its fi rst substantive profi t in 2007. It 
also dramatically halved its ratio of overdue loans 
to 11% by the end of 2008, although this has been 
creeping up again as a result of lower commodity 
prices and unfavorable economic conditions.

The impact of NMB’s tighter management 
approach is evident in Wewak, the capital of East 
Sepik province, where Somaratne appointed 
Francis Asi as branch manager in late 2009.  An 
experienced banker, who has worked in New 
Zealand and in other parts of PNG,  Asi was 
given the task of turning around a portfolio that 
included a high level of overdue loans.

Wewak, a small coastal town serving a widely 
dispersed rural hinterland,  mirrors both the 
challenges facing the sector and how to deal with 
them. Finding good clients like Ulgu—whom Asi 
sees as a model for those wishing to start their 
own business—is not easy in a largely subsistence 
economy where barter is still widespread. “Most 
people in isolated areas don’t use much money. 
Many still don’t understand how a loan works or 
how to run a business,” he says.  

Nonetheless, things are changing. One promising 
sign is the growing number of loans to SMEs. These 
form 10% of the Wewak branch’s portfolio, and 
the share is growing, according to Asi. Typical SME 
clients are cocoa growers who borrow to invest in 
fermenteries to add value to their product. 

It has also been a challenge helping customers clean 
up problem loans. One diffi  culty is that some clients 
live in remote areas that are diffi  cult to reach. Asi says 
that with a staff  of six, he and his loan offi  cer, Ivan 
Salle, can visit distant clients—those who live 100 
km or more away—only on the weekends. Through 
such eff orts, however, Asi halved the rate of overdue 
loans among 460 borrowers from 60% to 30%–40% 
by the end of 2009. He expects to reduce this 
substantively to 10%–12% by end of 2010.  

Nationally, the growth of SME lending is even 
higher. While the bulk of NMB’s lending is for 
microloans (below K15,000)—the average loan size 
in 2009 was under K1,000 ($380)—the share of SME 
loans has grown to 25%, says Somaratne.  

NMB now has branches in 13 provinces, and while 
2010 is a year of consolidation after a slowdown in 

Francis Asi manager of Nationwide 
Microbank in Wewak.

Customer being served at 
Nationwide Microbank at Wewak. Ia
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Home made perfumes, dishing washing paste, 
soaps and virgin coconut oil are products of 
women members of Bilbil village CDC.

2009, the CEO aims to have a branch in all of PNG’s 
20 provinces by the end of 2012.  

One of the main constraints to expansion, 
however, is capacity. “Two diffi  culties we face 
are getting quality people to run branches and 
recruiting good lending offi  cers,” says Somaratne.

This is where the government and ADB are 
helping with sector-wide programs.  The 
Microfi nance and Employment Project, supported 
with $9.6 million from an ADB concessional 
loan and a grant from the Australian Agency for 
International Aid (AusAID), helped to create the 
sector and put it on a fi rm footing.  

Training has been a crucial ingredient of this 
project, which began in 2002, and ends in mid-
2010.  The main initial element was the creation of 
the Microfi nance Competence Center (MCC) to train 
MFI personnel. As of the end of 2008, the MCC had 
provided more than 1,500 person days of training a 
year. Its graduates form the backbone of the sector. 

More specifi cally, the project has been pilot testing 
fi nancial education in linkages of microbanks and 
second-tier MFIs. It has also helped NMB enhance 
its expertise in internal audit/risk management 
and human resources as well as acquire branchless 
banking technology. 

The project also created the NMB as a model 
enterprise. In 2004, it provided seed capital and 
technical advice for a pilot microbanking scheme, 
Wau Microbank, which is in a remote, gold-mining 
district of Morobe Province.  Soon, the venture 
expanded to branches in Bulolo, Kainantu, Lae, 
Madang, and Wewak. In 2008, it was given a full 
microfi nance license by the central bank and 
changed its name to Nationwide Microbank 
to match its aspirations to have a countrywide 
presence.  

NMB’s growth surprised skeptics who had seen 
earlier microfi nance ventures fail. “It succeeded 
because it adopted a more commercial, and thus 
sustainable approach to microfi nance, which 
was coupled with extensive training of staff  and 
the development of appropriate products,” says 
Eugenue Zhukov, ADB Regional Director. 

Today, NMB has nearly 90,000 customers, a 
loan portfolio of K16 million ($6.08 million) 

Ivan Salle, loan offi  cer for 
Nationwide Microbank, in 
store of client David Ulgu.

Some of David Ulgu’s staff  in 
his store in Wewak.

Teller at Nationwide 
Microbank in Wewak. Ia
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and deposits of K52 million ($19.7 million). It is 
joined in the sector by another large MFI, PNG 
Microfi nance Limited, and several informal MFIs.  

Now that microfi nance has taken root, the 
government and ADB are readying a Microfi nance 
Expansion Project to build on the foundation built 
in the sector. 

The second project, which is also supported 
by AusAID, was approved by ADB’s Board of 
Directors in November 2010. It has four main 
components: (i) to improve outreach in the 
countryside by extending current rural linkage 
programs nationwide; (ii) to strengthen training 
and increase the range of services to improve 
the capacity of both MFIs and clients (iii) to help 
grow the small- and microenterprises market by 
developing products and providing fi nancing 
facilities; and (iv) to develop an eff ective legal and 
regulatory environment for microfi nance.

“In particular, the project will seek to improve 
the availability of fi nancial services and training 
for women and other disadvantaged groups,” 
says Jeremy Cleaver, an ADB Private Sector Ben Warakai, deputy administrator of the 

provincial government in Wewak.

Traders at Wewak market can avail of microfi nance services.
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Development Specialist who is preparing the new 
project.  Encouragingly, women are increasingly 
playing an active role in microfi nance. 

“Women are better at managing money than men, 
especially in the informal sector,” says Asi.  “In many 
instances among our borrowers, the man will take 
out the loan, but the woman will manage the 
money.  Persuading more women to take out loans 
directly will require tactful promotion to avoid 
off ending sensitive male egos,” he adds. But once 
more men are comfortable with the arrangement, 
the practice could spread. 

This government–MFI partnership approach is a 
good example of how the partnership between 
the government and ADB is helping PNG 
overcome its capacity constraints.

Social trends are also helping to grow the 
microfi nance sector.  PNG’s wantok system—an 
informal social safety net that obliges the better-
off  members of a community  to help those in 
need—encourages savings. MFIs report many 
more savers than borrowers among clients.

“Most people in rural areas don’t have a great 
need for cash as they live off  the land for most 
basic needs,” says Erik Aelbers, a Port Moresby-
based ADB private sector development 
coordinator. “Nevertheless, the obligations of 
the wantok system can require the availability 
of cash at short notice, such as in the case of the 
death of a member of the community. When 
people do receive cash, some like to put it into an 
account for future needs, for example, to pay for 
community obligations or school fees.”  

Undoubtedly, MFIs are providing an important 
service. As Somaratne says, “The great majority 
of our customers earn income from smallholder 
agriculture and small or microenterprises. We 
fi nance boats for fi shermen, equipment for small-
scale gold miners, and farmers who grow all kinds 
of crops.”

With a current total of around 350,000 customers, 
MFIs have established a fi rm foothold in only 
a few years. With a potential market of around 
2.5 million clients, the years of strongest growth 
surely lie ahead.

Wewak port -- service travels 
between here and Ambunti. Ia

n 
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Vanuatu Liaison Offi ce
Extends Pacifi c 
Partnerships
By Sally Shute-Trembath  

From left, ADB Development Coordinator Paula Uluinaceva welcoming the 
then Prime Minister Derek Sikua at the opening of the ADB/World Bank joint 
fi eld presence in Solomon Islands in December 2008 

From left Ferid Belhaj, Country Director of the Pacifi c Department at the World Bank, Vanuatu Finance Minister Sela 
Molisa, World Bank Vice-President Jim Adams, Odo Tevi, Vanuatu Reserve Bank Governor, Nancy Wells, ADB Development 
Coordinator of the Vanuatu Liaison Offi  ce, ADB Vice President C. Lawrence Greenwood Jr., Robert Wihtol, Director General of 
ADB’s Pacifi c Department, Eugenue Zhukov, Regional Director of ADB’s Pacifi c Liaison and Coordination Offi  ce in Australia. Sa
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PORT VILA, VANUATU

ADB reaffi  rmed its commitment to working 
alongside its development partners to boost aid 
eff ectiveness in small, vulnerable states with the 
opening of a joint liaison offi  ce with the World 
Bank Group in Vanuatu.

Vanuatu Finance Minister and ADB Governor 
Sela Molisa; ADB Vice-President C. Lawrence 
Greenwood, Jr.; and World Bank Group Vice- 
President for the East Asia Pacifi c Region James 
Adams were on hand to inaugurate the ADB–
World Bank Joint Vanuatu Liaison Offi  ce in Port 
Vila on 5 August 2010.

“By establishing the offi  ce, ADB aims to make 
a more direct and stronger contribution to 
Vanuatu’s development,” Greenwood said at the 
ceremony. “Building on the impressive reform 
record and economic performance of the 
Government of Vanuatu in the past few years, we 
look forward to continue working closely with the 
government and other stakeholders to sustain the 
achievements and progress made.”

Since 2000, ADB has signifi cantly expanded its 
operations and presence in the Pacifi c region, 
establishing offi  ces in the Fiji Islands, Papua New 
Guinea, Timor-Leste, and in Australia (Sydney).

ADB also works with the World Bank in Samoa, 
Solomon Islands, Tonga, and now in Vanuatu. 
The partnerships have allowed ADB to align its 
programs with those of developing member 
countries and development partners in the 
region, where it now has a fi eld presence in 7 of 
the 14 Pacifi c developing member countries.

The liaison offi  ce in Vanuatu will support aid 
eff ectiveness and coordination, according to 

Nancy Wells, ADB’s development coordinator. 
Based in Port Vila, Wells is responsible for 
supporting the Government of Vanuatu in 
implementing its national development strategy 
through activities outlined in its country 
partnership strategy with ADB.

Wells saw many advantages to ADB’s shared 
presence with the World Bank. “The deepening 
relationship between the two banks will send an 
important message to the Vanuatu government 
that we do not want to duplicate our programs 
and genuinely want to jointly work to contribute 
to the development of Vanuatu,” she said. Wells, a 
former advisor to the ADB Board of Directors, was 
born and grew up on the island of Espiritu Santo 
in the northern part of Vanuatu.

Vanuatu Minister of Finance Molisa, speaking 
at the opening ceremony, said, “The ongoing 
and expected expansion of ADB and World 
Bank activities in Vanuatu calls for strengthened 
engagement with the government, and 
the shared premises will help facilitate this 
engagement. We look forward to seeing both 
banks strengthen and broaden their programs in 
Vanuatu in the coming years.”

Both multilateral banks are long-term 
development partners of Vanuatu. The island 
nation joined both organizations in 1981. ADB 
has maintained a long and active presence in 
Vanuatu, providing a range of development 
assistance in the form of loans, grants, and 
technical assistance. “ADB is committed to 
assisting the government in addressing its 
development challenges and achieving economic 
and social progress,” said Wells.

ADB provides ongoing assistance for improving 
access to fi nance opportunities in Vanuatu and 

Following a Successful Partnership in Solomon Islands, 
the Opening of a Joint Liaison Offi ce with the World 
Bank in Vanuatu Extends ADB’s commitment to 
address Pacifi c Nations’ Development Challenges with 
Effective, Coordinated Assistance.
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is involved in state-owned enterprise reform 
alongside AusAID. ADB has begun preparations 
for an inter-island shipping project in cooperation 
with NZAID, and a water-and-sanitation project 
with AusAID. It is also promoting energy effi  ciency 
and the development of renewable energy 
sources.

“With increased ADB activities on the ground, 
we need a strong, constant country presence,” 
said Wells. “The ADB–World Bank Joint Liaison 
Offi  ce will better enable the banks to provide 
more eff ective support and responsiveness on 
the ground; and maintain regular and close 
dialogue with government, civil society, project 
benefi ciaries, and other stakeholders.”

Vanuatu is one of the fastest growing economies 
in the Pacifi c, with annual growth in gross 
domestic product averaging 6% for the last 7 
years. Tourism and construction have been the 
main drivers of economic growth, but the benefi ts 
have been largely confi ned to urban areas and 
have generated few jobs elsewhere.

Vanuatu has a small, but vibrant private sector 
with the potential to grow strongly if constraints 
to doing business are removed. Economic growth 
can also be boosted by support for domestic 
shipping and improved access to sanitation and 
drainage.

According to Wells, at a time when the economy is 
growing it is crucial for Vanuatu to improve roads 
and shipping services. “ADB has a comparative 
advantage in this area, and I’m pleased the 
government has communicated with ADB 
to engage on infrastructure and inter-island 
shipping,” she said.

The island still faces many challenges, including 
the state of the global economy, and a particular 
vulnerability to natural disasters. Like many 
countries in the Pacifi c Ring of Fire, Vanuatu is 
prone to strong earthquakes—most of which 
occur deep under water, away from populated 
areas—and is also aff ected by typhoons. 

Vanuatu is trying to meet its Millennium 
Development Goals, particularly with regard 
to reducing maternal mortality rates and 
increasing access to sanitation. To cope with 
these challenges, it needs assistance from its 
development partners, including ADB and the 
World Bank Group, Wells said.

Solomon Islands Experience

As ADB expands its footprint in the Pacifi c, the 
advantages of joining forces are clear. Take the 
experience of ADB and the World Bank’s shared 
fi eld presence in Honiara, Solomon Islands, which 
opened at the end of 2008. The World Bank 
Country Offi  ce there hosts Country Manager Edith 
Bowles and ADB Development Coordinator Paula 
Uluinaceva.

“As we have increased our activities here, our 
relationship with the Government of Solomon 
Islands and other development partners has 
grown due to our constant presence here on the 
ground,’’ said Uluinaceva. “We have forged a close 
relationship with the World Bank, largely due to 
our understanding of our focus areas and the 
coordination that exists between us.”

Bowles reaffi  rmed the “collegial relationship” 
the World Bank shares with ADB in Honiara, 

From left, Odo Tevi, Vanuatu Reserve Bank Governor, 
ADB Vice President C. Lawrence Greenwood Jr., 
and Eugenue Zhukov, Regional Director of ADB’s 
Pacifi c Liaison and Coordination Offi  ce in Australia.

Anna Stevens with Nancy Wells, 
Development Coordinator for 
ADB’s Vanuatu Liaison Offi  ce. Sa
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and recalled the “huge image boost” among 
stakeholders both banks received when they 
set up offi  ce together. “Too much donor activity 
can easily overwhelm government systems, so 
together we aim for a coordinated approach.”

Both Uluinaceva and Bowles pointed to the 
establishment of the Core Economic Working 
Group as an operational highlight for both 
organizations in Solomon Islands. The group 
was established in 2009 as a forum for donors 
and Solomon Islands to discuss the government 
program of reforms. “It was an opportunity for 
ADB, the World Bank Group, and other donors 
to establish a dialogue with the government to 
coordinate budget support assistance during the 
global economic crisis,” said Uluinaceva.

ADB provides ongoing assistance to the 
Government of Solomon Islands in the areas 
of company and business law reform, as part 
of ADB’s Private Sector Development Initiative, 
established in 2006 with funding from the 
Government of Australia. Transport infrastructure 
is also a major focus of ADB’s work. The National 
Transport Plan, which ADB helped develop, guides 
the government on restoring infrastructure; 
improving maintenance; increasing safety, quality, 
and reliability; and promoting private sector 
participation.

Other assistance from the Domestic Maritime 
Support Project will create more frequent and 
reliable shipping services in Solomon Islands, 
will reduce barriers to market access, and will 
promote the growth of rural production. Financed 
by ADB and the European Commission, the main 
benefi ciaries of this project will be people in the 
poorest, most remote areas of the islands.

The World Bank’s Bowles said broad-based 
economic growth, the forging of international 
partnerships that provide a more predictable and 
steady source of revenue, and stronger public 
administration would make Solomon Islands less 
vulnerable to confl ict.

Joint liaison offi  ces have provided open forums 
for the exchange of views such as Bowles’, and 
allowed ADB to strengthen coordination with 
other donors and relationships with governments. 

With a better practical understanding of 
development contexts in the Pacifi c, and 
with improved donor coordination, ADB is 
able to deliver more targeted, more eff ective 
assistance. 

World Bank Vice-President Jim Adams, Vanuatu Finance Minister Sela Molisa, 
and ADB ADB Vice President C. Lawrence Greenwood Jr. cut the ribbon at the 
offi  cial opening of the Vanuatu Liaison Offi  ce in August 2010. 

From left: Eugenue Zhukov, Regional Director of ADB’s Pacifi c Liaison and 
Coordination offi  ce in Australia, Robert Wihtol, Director General of ADB’s 
Pacifi c Department, ADB Vice President C. Lawrence Greenwood Jr., Odo 
Tevi, Vanuatu Reserve Bank Governor, World Bank Vice-President Jim Adams, 
Vanuatu Finance Minister Sela Molisa, and Ferid Belhaj, Country Director of 
the Pacifi c Department at the World Bank pictured at the Vanuatu Liaison 
Offi  ce opening.

Front of the ADB/World Bank joint fi eld presence in Honiara, 
Solomon Islands.
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Private Sector Development Initiative (PSDI)

PSDI was established by ADB in 2006 with cofinancing from the Australian Government to support efforts 
by ADB Pacific developing member countries to encourage private sector-led, sustainable economic 
growth. PSDI focuses on the following key reform areas: state-owned enterprise (SOE) reform and public-
private partnerships (PPPs), financial sector reform to promote access to financial services, and reform of 
the legal and business regulatory environments in the region.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing member 
countries substantially reduce poverty and improve the quality of life of their people. Despite the 
region’s many successes, it remains home to two-thirds of the world’s poor: 1.8 billion people who 
live on less than $2 a day, with 903 million struggling on less than $1.25 a day. ADB is committed to 
reducing poverty through inclusive economic growth, environmentally sustainable growth, and regional 
integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main instruments 
for helping its developing member countries are policy dialogue, loans, equity investments, guarantees, 
grants, and technical assistance.
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