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1. Introduction 
 
Shipping plays a crucial role in the economic development of Pacific Island countries and territories 
(PICTs), which are challenged by vast oceanic distances and isolation – a total land area of 
approximately 91,099 km2 in a sea area covering 180 million km2. To support sustainable economic 
growth in PICTs, it is necessary that countries have access to reliable, efficient and affordable shipping 
services. Cargo shipping provides access to international markets for exports and to supply chains for 
essential goods, particularly fuel and food. Most PICTs are net importers; however their trade volumes 
are such that it can be challenging to support profitable regular services. Low cargo volumes inbound, 
and even less outbound, can lead to irregular services and high freight rates. 
 
Due to this unique operating environment, providers of shipping services must therefore overcome 
significant constraints and challenges to sustainably operate profitable services in the region. The 
small populations and large distances between PICTs mean that economies of scale are not achievable 
and serving small, isolated economies is expensive, particularly at current fuel prices. This constrains 
economic growth as the cost of doing business increases, making it harder to compete in international 
markets. 
 
This paper provides an overview of inter-island shipping in the Pacific region with a focus on the 
economic context within which shipping operates. It also identifies the challenges facing the industry, 
both at the macroeconomic level, and also at the micro level – such as those relating to infrastructure, 
governance, technology, resources and natural hazards – and outlines possible ways of overcoming 
these challenges. 
 

2. PICT economic status and outlook 
 
According to the Asia Development Bank’s (ADB) Asian Development Outlook, economic growth in 
the Pacific as a whole is expected to slowdown in 2012 (see figure 1), relative to 2011. This is mainly 
due to an expected reduction in exports and the completion of major infrastructure projects in larger 
resource exporting economies. 
 
While the Pacific economies are expected to be relatively insulated from developments in the 
Eurozone, indirect effects from the Eurozone crisis will continue to downsize risks to the region. 
Stable oil and lower food prices will keep inflation generally lower but several countries will have 
higher inflation on the back of increased domestic demand and domestic constraints. 1 
 
Table 1 provides summary data relating to individual economies of PICTS2. The table shows that there 
is a large range of incomes, from New Caledonia with an average income of USD 37,000 per capita, to 
the less developed PICTS, three of which have average incomes below USD 2,000 per capita.  

                                                 
1 Paper on Regional Economic Outlook. Forum Economic Ministers’ Meeting, Tarawa, Kiribati, 3–4 July 2012 
(www.forumsec.org) 
2 The most recent available data available has been used from reliable sources: either the UN, World Bank or national 
statistics units. 
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All except two – New Caledonia, and Wallis and Futuna, have average incomes below USD10,000. 
Coupled with the low populations of many PICTs, overall economies are therefore generally very 
small, resulting in low domestic demand.  
 
Growth rates also vary considerably; most are positive at the average of 2%. This variation and 
uncertainty in growth rates may be a deterrent to investment in services by the private sector. 

 
 
Table 1 summary economic data on PICTS 

Country Year GDP USD000 GDP Current per capita (USD) GDP growth rate 

American Samoa 2007 537,000 8,448 1% 

Cook Islands 2009 193,000 9,749 -4% 

Fed States of Micronesia 2010 297,451 2,889 1% 

Fiji 2011 4,390,515 4,391 2% 

Kiribati 2011 1,760,369 1,760 0% 

Marshall Islands 2011 3,168,783 3,169 5% 

Nauru 2009 54,000 5,313 0% 

New Caledonia 2009 9,283,000 37,124 0% 

Niue 2009 15,900 16,575 2% 

Palau 2011 8,729,818 8,730 6% 

Papua New Guinea 2011 1,844,525 1,845 9% 

Samoa 2011 3,531,845 3,532 1% 

Solomon Islands 2011 1,517,422 1,517 9% 

Tonga 2011 4,167,959 4,168 5% 

Tuvalu 2011 3,634,044 3,634 -1% 

Vanuatu 2011 3,335,357 3,335 4% 

Wallis and Futuna 2005 188,000 12,640 N/A 

AVERAGE   7,578 2% 
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Export and import (by value)  
 
Table 2 below show net exports for the last five years of available data for PICTs. What clearly stands 
out is that all PICTS, with the exception of Papua New Guinea, are net importers of goods. This 
highlights the reliance of isolated island nations on cargo flows to provide food security, fuel and other 
vital goods to sustain livelihoods. However, in absolute terms import values are small, and 
individually for smaller nations may not reach the threshold to make shipping services viable. 
 
Table 2 PICT net exports (2005–2009) 

  Net exports USD000 

Country 2005 2006 2007 2008 2009 

American Samoa -146,900 -140,700 0 0 0 

Cook Islands -52,100 -61,300 -123,700 -145,300 -178,800 

Fed States of Micronesia -104,300 -107,300 -107,600 -115,500 0 

Fiji -898,600 -1,107,700 -1,026,900 -1,338,100 -805,390 

Kiribati -72,000 -59,600 -60,400 0 0 

Republic of the Marshall Islands -68,200 -69,500 -70,800 0 0 

Nauru -21,900 0 0 0 0 

New Caledonia -683,390 -827,664 -840,573 -1,868,869 -1,589,200 

Niue -8,101 -2,447 -3,977 -7,781 0 

Palau -143,600 -151,000 14,800 0 0 

Papua New Guinea 1,584,400 1,914,400 1,750,300 5,697,300 0 

Samoa -152,000 -154,900 -136,200 -211,100 -178,100 

Solomon Islands -81,500 -88,900 -81,900 185,600 -76,200 

Tonga -110,300 -121,000 -134,900 -147,582 -96,876 

Tuvalu -12,839 -2,890 -15,400 -6,400 0 

Vanuatu -122,600 -126,900 -180,000 -258,900 -2,766,200 

 
 
3. Direction of trade  
 
A number of large ships transit the region, some stopping in ports such as Port Moresby, Honiara, and 
Port Vila en route to and from eastern Asia, and some putting into Suva, Apia and Nuku’alofa bound 
for the Panama Canal from Australia or New Zealand. There are also regional shipping companies, 
either bringing goods to hubs such as Suva, or returning with fresh produce for the burgeoning Pacific 
Island communities in Auckland, Sydney and Melbourne. Product tankers bring gasoline, kerosene, 
aviation spirit and other fuels into the main ports of the region. 
 
Chart 1 below shows the direction of trade flows out of PICTs3. The dominance of France, as will be 
seen with import partners, is almost entirely accounted for by trade with New Caledonia. Otherwise, 
the main regional trading partner is East Asia; Japan, Taiwan, and China account for approximately 
42% of outward trade flows, reflecting the growing importance of this region for PICT economies. 
Australia and the USA are the other significant export markets, making up just over 10% of export 
trade each.  
 

                                                 
3 Note that where a figure of 0% is reported, this means that there is some trade recorded with that region, but as 
a proportion of the total it is so small in absolute value as to be a negligible share of the total. 
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Chart 1: Export partners of PICTs         Chart 2: Import partners of PICTs 

     

Chart 2 summarises the inward trade relationships of PICTs. Again France dominates due to trade with 
wealthy New Caledonia, but the other dominant markets are not in East Asia in this case, but Australia 
in particular which account for 22% of all inflows, and New Zealand. The only significant Asian 
market is Japan, which accounts for 5% of imports. This is likely to reflect the fact that PICTs are 
generally less wealthy than their trading partners, and thus will be importing less high end, and more 
essential goods, which will be sourced from the nearest available market. 
 
Intra-Pacific  
 
Only recently, all PICTs have been connected with a regular shipping service through partnership with 
companies such as Reef Shipping, PDL, Neptune Pacific, Sofrana, PFL, Swires, Polynesian and 
Hamburg-Sud. There is a small but significant shift (on average about 10% and rising) in PICTs 
trading patterns from New Zealand and Australia towards Asia (see figure 2).                                                
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Direction of trade – intra region 
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Other regions 
 
In addition to the Australia-New Zealand region trade, PICTs trade with other regions continues, such 
as that with Asia, United States, Europe and the Middle East (see figure 3). 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 3: Direction of trade – other regions 
 
 
4. Major Pacific ports and infrastructure 
 
There are about 60 international ports in the Pacific Islands region (see table 3). Although 
approximately 90% of the world trade is transported by ships, in a Pacific context this is a much higher 
figure and therefore seaports play a crucial role in the Pacific economy especially in countries such as 
Nauru, Niue and Tuvalu where there is only one port servicing the country.  
 
Many Pacific Island port infrastructures were built in the 1950s and 1960s and has not been 
modernised since then. Problems persist such as wharf surfaces and aprons needing maintenance; 
sheds and warehouses being built for palletised cargo and not containerised cargo; and cargo handling 
equipment is old or in need of replacement and poorly maintained due to a lack of resources. 
  
 
Table 3: Major ports in the Pacific (source: SPC) 

Country Ports 
AMERICAN SAMOA  Pago Pago 
COOK ISLANDS  Arutanga (Aitutaki)  

Avatiu (Rarotonga)  
FIJI Malau (Labasa)  

Lautoka  
Levuka  
Savusavu 
Suva  

FRENCH POLYNESIA  Bora-Bora 
Papeete  

FEDERATED STATES OF MICRONESIA  Chuuk 
Kosrae 
Pohnpei  
Yap  
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GUAM Apra  
KIRIBATI Betio (Tarawa)  

Kiritimati 
 Christmas Island 
MARSHALL ISLANDS  Kwajalein  

Majuro  
NAURU  Nauru  
NEW CALEDONIA  Babouillat  

Baie Ugue  
Kouaoua  
Nepoui 
Noumea 
Poro  
Thio  

PALAU  Malakal  
PAPUA NEW GUINEA  Alotau 

Anewa Bay  
Bialla  
Kavieng  
Kimbe  
Lae  
Lorengau  
Madang  
Port Moresby 
Daru  
Kumul Marine Terminal  
Oro Bay  
Rabaul  
Samarai  
Vanimo  
Wewak  

SAMOA  Apia  
SOLOMON ISLANDS  Allardyce Harbour  

Aola Bay  
Gizo  
Honiara  
Malloco Bay  
Noro 

Tonga  Nuku’alofa  
Pangai  
Port Neiafu (Vava’u)  

TUVALU  Funafuti  
VANUATU  Port Vila  

Port Luganville (Santo) 
WALLIS & FUTUNA  Leava  

Mata’Utu 

 
 
5. Main routes, regularity and frequency of shipping service 

 
The main shipping routes in the Pacific can be categorised as follows (see figure 4): 
 Australia/New Zealand–Pacific route 
 Asia–Pacific route 
 US–Pacific route 
 Europe–Pacific route 
 Middle East–Pacific route 

 

The regularity and frequency of the routes are as follows: 

 Australia/New Zealand–Pacific (frequency of routes vary from 1, 2 or 3 weeks) 
 Asia–Pacific (frequency of routes vary from 1 or 2 weeks) 
 US–Pacific (frequency of routes vary from 1, 2 or 3 weeks depending on routes and company) 
 Europe–Pacific (frequency of routes vary from 2, 3 or 4 weeks depending on routes & company) 
 Middle East–Pacific (frequency of routes vary from 2, 3 or 4 weeks depending on routes and 

company) 
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Figure 4: Map showing main shipping routes of PICTs 
 
 
6. Main challenges and suggested solutions 
 
The challenges facing PICTs in the area of inter-island shipping relate to factors such as long 
distances, small market economy, ports, infrastructure, technology, resources, expertise and 
governance, reliability of shipping services, natural hazards and subsidies. Table 4 lists the main 
challenges facing PICTs and suggestions to address these challenges. 
 

 Challenges and constraints  Suggestion/Opinion to solve challenges and constraints 
1  DISTANCES – long from markets and 

between islands 
 SMALL MARKET ECONOMY - low 

cargo volumes inbound, less or no 
cargo outbound, with seasonal 
peaks 

 Adopt a hub & spoke model. Identifying hub ports with transshipment services (e.g. 
Central Pacific Shipping Commission) 

 Promote sub-regions to facilitate the above (e.g. CPSC & new Reef Shipping routes) 
 Utilize smaller economical shipping services to suit (e.g. KSSL SIS Shipping 

Agreement) 
 Develop/promote export opportunities from islands (e.g. Maximise Cargo workshop) 
 Provide appropriate incentives where proven necessary (e.g. Fiji Shipping Franchise 

Scheme) 
 

2 LOADS - low imports and even less 
exports with seasonal peaks 
 

 Develop/promote export opportunities from islands (e.g. Maximise Cargo workshop) 

3 MARKET & POPULATION - small   Adopt a hub & spoke model. Identifying hub ports with transshipment services (e.g. 
CPSC) 

 Promote sub-regions to facilitate the above (e.g. CPSC & Reef Shipping) 
 

4 SHIPPING RELIABILITY - Lack of 
reliability 

 Development of a critical mass through sub-regional grouping (e.g. since the 
inception of CPSC, there have been more regular and cost-effective shipping services 
to the Central Pacific SIS)  
 

5 SHIPPING EXPENSIVE - affecting cost of  Development of a critical mass through sub-regional grouping (e.g. since the 
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goods & services inception of CPSC, there have been more regular and cost-effective shipping services 
to the Central Pacific SIS)  
 

6 SUBSIDIES - often large (hidden) 
subsidies to sustain essential but non-
economic services,  

 Subsidies to provide incentives for uneconomic but essential services through a 
shipping franchise scheme are in operation in some PICTS. It is hoped that when the 
service becomes more profitable the subsidy is gradually reduced until it is 
withdrawn. 
 

7 PORT & FACILITIES – range from 
adequate, limited or none (aged, low 
maintenance, unserviceable)  
 

 Appropriate port development must be encouraged to facilitate shipping & trade, 
etc. 

 Aids to navigation often limited or lacking affecting 24/7 all-weather operations  
 Nautical charts – needs updating. Hydrographic survey training for surveyors 

arranged 
 

8 INFRASTRUCTURE DEVELOPMENT – 
high maintenance costs, high port 
costs.  
 

 Expensive/inappropriate infrastructural development must be avoided 

9 OPERATING ENVIRONMENT - 
increasingly regulated  
 

 Mandatory requirements must be complied with  

10 TECHNOLOGY & EFFICIENCY – generally 
low levels  

 Ongoing training of relevant personnel across the industry is essential. 
 Introduction of appropriate technology is essential along with necessary training of 

personnel. 
 

11 RESOURCES – Limited HR, Finance & 
institutional capacity, 

 Ongoing training of relevant personnel across the industry is essential. 
 Introduction of appropriate technology is essential along with necessary training of 

personnel. 
 

12 POOR GOVERNANCE  Where appropriate, services to be handed over and run commercially with effective 
monitoring to ensure that the objectives are met. 
 

13 GOVERNMENT PARTICIPATION - high 
levels  

 Where appropriate, services to be handed over and run commercially with effective 
monitoring to ensure that the objectives are met.  
 

14 NATURAL HAZARDS  PICTs are prone to natural disasters including cyclones, sea-level rise, coastal erosion, 
etc affecting ports and in turn affects shipping 
 

15 GLOBAL FINANCIAL SITUATION  Rationalisation of operations by shipping companies have resulted in mergers and/or 
buyout, replacing smaller ships with larger economical ones and concentrating on 
lucrative routes 

 Small operators have had to reduce services or form alliance with other stronger 
operators or get out of business or shift to less profitable routes.  
 

Table 4: challenges to inter-island shipping and suggested solutions 
 
SPC has lead coordination role in monitoring and evaluation of the Framework for Action on 
Transport Services (FATS), a regional policy that was formulated by SPC in response to calls from 
Pacific Forum Leaders for improved coordination and delivery of regional transport services. 
 
Underpinned by the Forum Principles on Regional Transport Services and the Pacific Plan, the 
framework is designed to provide guidance to Pacific Island countries and territories on enhancing 
national efforts to achieve safe, secure and competitive transport services that are regular, reliable and 
affordable. 
 
Over the years, SPC’s Transport Programme has taken many initiatives to improve shipping services 
in the region, such as facilitating the Kiribati Shipping Services Limited services to SIS and the 
establishment of the Central Pacific Shipping Commission. SPC will continue to prioritize members’ 
needs in this area and will work with stakeholders to address the challenges. 
 
 
Secretariat of the Pacific Community 
12 November 2012 
 


