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Currencies and exchange rates to the United States dollar (annual average)

Exchange Rate

Currency Symbol 2016 2017 2018 2019 2020

Australia dollar/s A$ 1.3 1.3 1.3 1.4 1.4

Cook Islands New Zealand 
dollar/s NZ$ 1.5 1.4 1.4 1.5 1.6

Fiji Fiji dollar/s F$ 2.1 2.1 2.1 2.2 2.2

Papua New 
Guinea kina K 3.1 3.2 3.3 3.4 3.5

Samoa tala ST 2.6 2.5 2.6 2.6 2.7

Solomon 
Islands

Solomon 
Islands dollar SI$ 7.9 7.9 8.0 8.2 8.2

Tonga pa’anga T$ 2.2 2.2 2.3 2.5 2.3
Source: Asian Development Bank. 2021. Asian Development Outlook 2021: Financing a Green and Inclusive Recovery. Manila.
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Swimming through the President Coolidge shipwreck in Vanuatu.
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EXECUTIVE SUMMARY

EXECUTIVE SUMMARY

Looking Forward Vol. 1: Evaluating the challenges for Pacific tourism after COVID-19 profiles the state of the tourism sector in the 
Pacific prior to the coronavirus disease (COVID-19) pandemic and looks forward to the sector’s recovery when international 
travel resumes. The publication is the first in a series examining new and long-standing challenges in the Pacific tourism sector. 
It assesses the sector’s existing challenges, examines the impact of COVID-19 on all aspects of tourism supply and demand, and 
begins to offer a series of recommendations for addressing the sector’s new and long-standing challenges as it recovers. A second 
volume in the series will expand on these recommendations, with a focus on building long-term sustainability and supporting Pacific 
communities to derive greater value from the tourism sector.

The Pacific developing member countries (DMCs) of the Asian Development Bank (ADB) share common development 
challenges. Most are remote, with small domestic markets and narrow resource bases, rendering them highly vulnerable to economic 
shocks. The high costs of essential utilities and services, such as transport, communication, and energy, further constrain opportunities 
for private sector development. Disasters triggered by natural hazards are frequent, and the impacts of climate change are immense. 
Now the COVID-19 pandemic has added to the region’s challenges and uncertainties.

Although it varies country to country, tourism is an important source of economic development in the Pacific. The Pacific DMCs 
attract tourists with warm weather, palm-fringed beaches, unique geographic features, and rich and distinctive cultures. Tourism 
provides more than 20% of gross domestic product (GDP) in six Pacific DMCs—the Cook Islands, Fiji, Niue, Palau, Samoa, and 
Vanuatu. Almost 900,000 of the 1.75 million visitors to the Pacific in 2019 went to Fiji, which has the most developed tourism offering 
in the region. Meanwhile, two of the smallest tourism economies, Kiribati and Tuvalu, each received fewer than 10,000. In 2019, 
annual tourist arrivals outnumbered the permanent population 11-1 in the Cook Islands, which relied on tourism for 66% of GDP—
the highest proportion among the DMCs. On the other hand, Papua New Guinea received only 1.5% of its GDP from tourism in 2019, 
and Kiribati and Solomon Islands just 5.1% each.

The COVID-19 pandemic has been devastating for many Pacific DMC economies, particularly the most tourism-dependent. 
ADB (2021) calculated that the Pacific economy contracted 5.3% in 2020. The tourism-intensive economies of Fiji, Palau, and 
Vanuatu each experienced economic contractions of at least 8%, and in Fiji a staggering 15.7%. In Fiji, 50% of tourism businesses were 
in hibernation or permanently closed by May 2020 and, by October 2020, the jobless rate in the country’s tourism sector was more 
than 80%. Despite emergency measures implemented by most Pacific DMC governments to support the sector, individual tourism 
businesses and tourism employment have been decimated.

The Pacific DMC governments express support for the development of tourism and have plans and strategies in place for the 
sector’s development and marketing. However, the enabling environment for tourism is not always developed. Corruption and 
instability are obstacles to building healthy private sector tourism industries in some Pacific DMCs, legal and regulatory frameworks 
can stifle foreign investment, and broad government policy decisions can hurt the tourism sector. The quality of the tourism plans and 
strategies, and each country’s structure and capacity to implement them, also differs. Ten DMCs have a statutory authority mandated 
to manage certain aspects of tourism, while in others tourism is managed by the relevant ministry or, in the case of Nauru, a tourism 
board that reports directly to the President. 

Despite their different levels of tourism dependence, and the development of their tourism offerings, the tourism sectors  
of the Pacific DMCs face many of the same challenges. Their distance from major source markets, and the cost of transport,  
can limit tourist arrivals. Existing tourism is highly seasonal—peaking in the winter months of the two major source markets,  
Australia and New Zealand. Private sector investment can be constrained by legal and regulatory difficulties, in addition to high  
costs of doing business, poor access to finance, and the economic dominance of state-owned enterprises. Land tenure and  
ownership issues can be very complex, and many tourism businesses struggle to find skilled labor. Many of the DMCs struggle to 
differentiate their offerings from each other, and marketing budgets are commonly too small. Additionally, poor data collection can 
hamper the development and implementation of tourism strategies.
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Kayaking, Fiji.
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EXECUTIVE SUMMARY

The COVID-19 pandemic is different—bigger, longer, and more complex—than any shock the tourism industry has felt before. 
It is difficult to predict when global and Pacific tourism will return to pre-pandemic levels. The OECD has estimated that it may not 
be until the mid-2020s. The pandemic adds to existing challenges for the tourism industries in the Pacific DMCs, and the sector’s 
recovery will depend on the resilience of each country’s pre-pandemic tourism infrastructure and services, and the extent to which 
they can bounce back upon the resumption of international travel.

A return to business-as-usual in the Pacific tourism sector is highly unlikely. Tourist tastes and demands will shift. Safety and 
hygiene will be more important, and there may be growing preferences for short-haul travel; low-density destinations; and outdoor 
activities. These shifting preferences could suit the Pacific DMCs, many of whom have remained largely COVID-free and feature 
many natural attractions.

The COVID-19 pandemic offers a chance for the Pacific tourism sector to build back better. The shutdown highlighted many of 
the tourism economy’s structural weaknesses. The report offers a series of recommendations aimed at addressing these weaknesses 
and ensuring the future sustainability and success of the sector.

Post-pandemic, the Pacific DMCs could benefit from a regional approach to tourism. In times of crisis, cooperation can bring 
greater rewards than competition, particularly when it comes to the sector’s big challenges, such as crisis mitigation and recovery, 
future resilience, data management and analysis, and improvements in the enabling environment. A collaborative approach, facilitated 
by the region’s largest intergovernmental tourism organization, the Pacific Tourism Organisation (SPTO), would allow best practices to 
be shared, resources to be used more efficiently, and tourism productivity to increase.

Building more dynamic private sectors will help build bigger and better tourism industries and drive higher employment and 
incomes. The pandemic has made it even more crucial to address outdated legal and regulatory frameworks that can burden Pacific 
businesses. Enabling access to finance, a serious problem for Pacific businesses even before the pandemic, will be even more critical 
as businesses recover. Stronger connections between tourism projects, existing lenders and investors, and green and blue financing 
instruments could help facilitate this. In addition, the pandemic offers an opportunity to judiciously reassess and readjust tourism 
taxation.

The pandemic has highlighted the need to plan ahead and build sector resilience. Better planning will demand more detailed risk 
assessment, greater investment in data and analysis, and stronger coordination mechanisms to ensure a whole-of-sector approach. 
Economic diversification will be key to greater crisis resilience, while maximizing revenue—without increasing visitor numbers—
can build resilience and increase environmental sustainability. All planning should be evidence-based and underpinned by robust 
indicators.

Finally, sustainability must become the only way of doing business in the Pacific. Tourism plans must consider how to balance 
sustainability and growth. The tourism sector can lead sustainability initiatives, including energy and water efficiency, climate proofing 
hotels and other tourism facilities, and investing in low-carbon transport and greener infrastructure. This could also lead to reduced 
operating costs and help attract environmentally aware tourists. Rethinking the Pacific tourism sector, and reframing its aims and 
targets, while incorporating sustainability indicators, could not only lead to an improved understanding of tourism as a strategy for 
economic growth, but also help the Pacific DMCs derive greater value from the sector.
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A tourist rides a motorscooter in the Cook Islands.
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INTRODUCTION

1. INTRODUCTION

This report provides an assessment of the Pacific tourism 
sector before the COVID-19 pandemic and looks forward to 
the sector’s recovery. It offers an evidence base for planning 
the tourism sector’s recovery and for the further development 
of private sector-led sustainable tourism in the Pacific. 
Volume 1 assesses tourism demand, supply, and stakeholder 
engagement in the Asian Development Bank’s (ADB’s) Pacific 
developing member countries (DMCs) and explores strategies 
for a recovery when the current crisis ends. At the time of 
publication, in mid-2021, the impacts of COVID-19 on Pacific 
tourism are still evolving and it is likely that the full implications 
of the crisis will not be known for some time. Although data 
disruption, new and/or changing policies, and quickly changing 
information is inevitable under pandemic circumstances, 
this report makes every effort to present the latest research, 
information, and estimates available. 

Section 1 of the report provides an assessment of the 
tourism sector in the Pacific DMCs. It examines tourism 
demand, including arrival numbers; source markets; the 
purposes of visits; the spend associated with air, sea, and 
domestic visits; and supply-side indicators. These include the 
numbers on air connectivity, accommodation, tour operators, 
and the availability of local skills and supporting public 

infrastructure. It analyses the role of government and looks at 
the prioritization of tourism, relevant marketing initiatives, and 
policies and legislation that affect private sector development. 
The challenges to the private sector are also considered, along 
with tourism associations and industry collaboration.

Section 2 looks forward to tourism’s recovery from 
COVID-19 and offers recommendations for strengthening 
the sector. It examines the time frames for a recovery from 
the pandemic’s effects and strategies for rebuilding and 
strengthening the Pacific DMC tourism sector. It also provides 
initial recommendations for further steps in developing 
sustainable, private sector-led tourism in the Pacific. A second 
volume in the series will expand on these recommendations and 
focus on building long-term sustainability and supporting Pacific 
communities to derive greater value from the tourism sector.

 A. TOURISM AND THE PACIFIC COUNTRIES

ADB’s 14 Pacific DMCs differ in size, population, and level of 
development. Papua New Guinea (PNG) has by far the largest 
land area, at 462,840 square kilometers (km2), and a population 
of more than nine million (ADB 2020a). Nauru is only 21 km2 
and with a population of just under 12,000 is one of the most 

UNESCO World Heritage-listed Nan Madol Ceremonial Center, Federated States of Micronesia.
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densely populated countries in the world (Pacific Community, 
Statistics for Development Division n.d.). The small land area 
of many Pacific DMCs is spread over hundreds of islands and 
atolls—nearly 1,000 in the case of Solomon Islands (Table 1). 
Nauru and Niue are alone in being single island nations. The 
exclusive economic zone (EEZ) of every Pacific DMC is much 
larger than its land area (Table 1). Tuvalu’s is more than 20,000 
times bigger, and Kiribati has an EEZ greater than the land mass 
of India (United Nations Economic and Social Commissions for 
Asia and the Pacific [UNESCAP] 2020). At nearly 3.5 million 
km2, it is the Pacific’s largest and one of the largest in the world.

The Pacific DMCs share common challenges. They are 
remote, and they have small domestic markets and narrow 
resource bases. This renders them highly vulnerable to 
economic shocks. The high costs of transport, communication, 
and energy constrain already slim opportunities for private 
sector development. Disasters are frequent, and the impacts of 
climate change are large and growing. Economic growth rates 

have been volatile in all the Pacific DMCs, and now COVID-19 
has added to the uncertainty.

Tourism has, to varying extents, been an important source of 
economic development in the Pacific. The isolation and small 
size of most of the DMCs—barriers to other kinds of economic 
growth—can be a benefit by attracting tourists. Services face 
lower entry barriers than other sectors, and the tourism supply 
chain can stimulate demand for domestic produce. Tourism can 
attract the private investment the Pacific DMCs tend to lack 
and create jobs, including employment for women and young 
people. It can also act as a catalyst for improvements in roads, 
ports, public facilities, and other infrastructure, as well as help 
preserve a country’s local environment and cultural traditions. 

Pacific island countries have what many tourists are looking 
for. The Pacific DMCs are endowed with warm weather, 
unique geographical features, and rich and distinctive cultures. 
Alongside a sun, sea, and sand experience, many also offer 

Table 1: Geography of the Asian Development Bank’s Pacific Developing Member Countries

Country
Number of Islands 

and/or Atolls
Population 

(2020)
Land Area 

(km2)

Density  
(people/ per km2)

(2019)
EEZ 

(km2)

Cook Islands 15 17,900 240 64 1,830,000

Federated States of Micronesia 607 104,600 701 151 2,996,419

Fiji 332 886,200 18,333 49 1,282,978

Kiribati 33 119,900 811 151 3,441,810

Marshall Islands 5 islands and 29 
atolls 55,000 181 310 1,990,530

Nauru 1 11,700 21 555 308,480

Niue 1 1,900 259 6 450,000

Palau 340 (approx) 17,500 466 39 603,978

Papua New Guinea 600 (approx) 9,589,900 462,840 19 2,402,288

Samoa 2 islands plus 
adjacent small islets 201,900 2,934 70 127,950

Solomon Islands approx. 998 694,600 28,230 24 1,589,477

Tonga 171 99,000 749 134 659,558

Tuvalu 9 10,600 26 343 749,790

Vanuatu 83 297,200 12,281 26 663,251

EEZ = exclusive economic zone. km = kilometer. 
Sources:  Pacific Community, Statistics for Development Division. “Stats by Country.” https://sdd.spc.int/all-countries. Accessed June 2021; Asian Development Bank. 2020. Pacific Urban 
Update. Manila; Asian Development Bank. 2021. Key Indicators for Asia and the Pacific 2021. Manila; United Nations Economic and Social Commissions for Asia and the Pacific. 2020. 
Leveraging Ocean Resources for Development of Small Island States. Bangkok.
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alluring niche activities, often centered on their natural assets 
and beauty. Tonga’s waters are known for whale watching, and 
Solomon Islands and the Federated States of Micronesia (FSM) 
for wreck diving. Tourists can trek across a volcano’s slopes in 
Vanuatu. Such attractions have helped make tourism the largest 
economic sector in the Cook Islands, Fiji, Niue, Palau, and 
Vanuatu, and second only to remittances in Samoa. Its estimated 
contribution to gross domestic product (GDP) exceeds 20% in 
all six countries and reaches as high as 66% in the Cook Islands.1

More than 1.75 million visitors arrived in the Pacific DMCs in 
2019, up 5% on the previous year. Fiji has the most developed 
tourism product, and its almost 900,000 visitors in 2019 
brought in close to $1.4 billion in tourism receipts (Pacific 

1   Note: Estimates of the contribution of tourism across the Pacific DMCs vary. Data from Pacific Tourism Organisation (SPTO) (2020a) has been used unless otherwise stated. The 66% contribution 
to gross domestic product (GDP) for the Cook Islands has been confirmed by Cook Islands Ministry of Finance and Economic Management.

Tourism Organisation [SPTO] 2020a). Samoa and the Cook 
Islands accounted for 10% each of the DMC total, and the small 
tourism economies of Kiribati, Nauru, the Marshall Islands, and 
Tuvalu for just over 1%. 

There are now more tourist arrivals per year than residents 
in some Pacific DMCs (Table 2). When tourism arrivals 
outnumber residents significantly, it can place pressure 
on natural and social resources. Conversely, lower tourist 
arrivals relative to population could indicate a DMC’s limited 
dependence on tourism, or a low desire or capacity to make 
tourism an important economic driver. In 2019, annual arrivals 
outnumbered the permanent population 11–1 in the Cook 
Islands. This signals the growing need, as in Niue and Palau, for 

Table 2: Tourist Arrivals and Economic Impact of Tourism, 2019

Country
Tourist Arrivals 

(air, 2019)

Air Arrivals to 
Population 

(2019)

Tourism 
Receipts  

($)
Receipts  

(% of GDP)

Tourism 
Employment 

(persons)
Tourist Arrivals 
(cruise, 2019)

Cook Islands 171,606 11:1 244.2 million 66.1% 2,386 9,000a

Federated States of Micronesia 18,019b c 1:6 18 millionb 6.5%b 794 128

Fiji 894,389 1:1 1,396 million 25.8% 15,094 74,537

Kiribati 7,917d 1:15 9.2 million* 5.1% 449 3,923

Marshall Islands 10,771 1:5 21.1 million^ 9.5% 605 2-3 ships

Nauru — — — — 77 —

Niue 10,210 7:1 7.8 million 28.1% 291 4 ships

Palau 94,030 5:1 123 million# 38% 2,690 120

Papua New Guinea 158,390e 1:56 352.2 million 1.5% 25,000 51,417f

Samoa 173,920 1:1 201 million 24.5% 2,852 13,212

Solomon Islands 28,930 1:25 78.2 million 5.1% 1,118 1,888

Tonga 67,284 1:1 55 million 11.1% 3,000 23,152

Tuvalu 3,611 1:3 2.4 million* 5.6% 87 0

Vanuatu 120,513 1:2 187.6 million* 22.6% 15,000 139,819g

TOTAL 1,759,590 — 2.69 billion — 69,443 >320,000

GDP = gross domestic product.  — = not available. 
a = Estimate only, provided by the Cook Islands Tourism Corporation. b =  Source: Government of the Federated States of Micronesia, Department of Resources and Development, 
Tourism Unit (estimate). Note: The Pacific Tourism Organisation (SPTO) (2020) provides estimates of $44.4 million in tourism receipts and 17.7% contribution to GDP. However, these 
are 2015 estimates.  c = includes cruise arrivals. d = Source: Tourism Authority of Kiribati. e = Arrivals data includes workers traveling for up to 12 months. f = figure is significantly higher 
than SPTO estimates, but confirmed by the Papua New Guinea Tourism Promotion Authority. g = includes larger ships and expedition cruises.  * = 2018. #  = 2017. ^ = 2016. 
Source: Pacific Tourism Organisation.
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more focus on improving sustainability and increasing visitor 
yield. By contrast, the 2019 visitor–resident ratios in PNG (1:56) 
and Solomon Islands (1:25) highlight the differences between 
Pacific DMCs in tourism reliance and development (Table 2). 

Attractions aside, Pacific tourism faces development 
obstacles. Isolation presents connectivity issues. Costly, limited 
air and maritime transport services restrict international, 
regional, and domestic interisland access. The private sector 
investment needed to develop tourism is often stymied by 
legal and regulatory difficulties, high costs of doing business, 
poor access to finance, and economic dominance by state-
owned enterprises that crowd out private investment. Land 
tenure issues can be complex, and skilled labor in short supply. 
Governments vary in their ability to develop and implement 
tourism strategies or collect the data necessary for reliable 
tourism indicators and planning.

Too much tourism too fast can pressure or overwhelm 
Pacific DMC destinations. Water and energy supplies and 
waste disposal capacity can be strained when tourism grows 
faster than the capacity of a destination’s infrastructure. Poorly 
managed tourism can also threaten fragile environments 
and cultural assets. These risks are particularly pertinent in 
the Pacific DMCs, many of which struggle with poor public 
infrastructure and services and the constraints of a limited 
land mass. The increasingly severe weather events and rising 
sea levels associated with climate change only add to these 
challenges. Rapid increases in tourist arrivals have already 
breached Palau’s carrying capacity and led to environmental 
degradation and potential long-term damage to natural 
ecosystems. Even the promise of the economic and social 
benefits tourism creates can prove a risk in small DMC 
economies that have historically tended toward overreliance on 
one or a few resources or industries. Their heavy dependence 
on tourism for growth was especially damaging to the Pacific 
DMCs when the coronavirus disease (COVID-19) pandemic 
brought international travel to a halt. 

 B. COVID-19 AND PACIFIC TOURISM

Global tourism was generally regarded as a leading and 
resilient sector before COVID-19. This was largely due to a 
record of continuous growth and tourism’s ability to generate 
inclusive employment and sustainable development across 
multiple sectors. A total of 1.5 billion international tourist 
arrivals were recorded around the world in 2019, a 4% increase 
on the previous year. Tourism’s growth rate was outpacing 
that of the global economy (United Nations World Tourism 

2   Fiji and PNG were the only Pacific developing member countries (DMCs) to have recorded locally transmitted cases by mid-2021. Other DMCs, such as Solomon Islands and Vanuatu, had 
recorded cases in quarantine facilities. 

Organization [UNWTO] 2020a). As 2020 began, it was a $8.9 
trillion industry, accounted for more than 10% of global GDP, 
and provided 1 in every 10 jobs (330 million) worldwide (World 
Travel and Tourism Council [WTTC] 2021). Another year of 
3%–4% growth was expected in 2020 (UNWTO 2020a).

The pandemic quickly showed that the tourism industry was 
far from bulletproof. By April 2020, every tourism destination 
in the world had imposed stiff travel restrictions. The damage 
radiated through the same supply chain and subsectors that 
had previously benefited from the sector’s growth. Airlines, 
cruise lines, hotels, restaurants, travel agencies, and tour 
operators all saw their business activities quickly brought to 
a standstill. Global international tourist arrivals plummeted 
by 97% in April and May of 2020 (UNWTO 2020a) and the 
UNWTO Confidence Index plunged to record lows. UNWTO’s 
World Tourism Barometer reported a 70% fall in international 
arrivals during the first 8 months of the year, a decline of 700 
million compared with the same period in 2019. This equated 
to $730 billion in export revenue losses—more than eight 
times those inflicted by the 2007–2009 global financial crisis 
(UNWTO 2020b).

The Asia and Pacific regions were the hardest hit by the 
sudden cessation of global tourism. The United Nations 
World Tourism Organization reported a 79% decrease in 
arrivals—the largest globally (UNWTO 2020b). Asia Pacific 
nations saw a $1,645 billion loss of travel and tourism GDP, 
down by 53.7% from 2019 (WTTC 2021). Bankruptcies of 
major airlines, hotels, and tour operators were widely reported. 
Small and medium-sized enterprises (SMEs), which account 
for around 80% of global licensed tourism and tourism-related 
businesses, were most at risk. They are less agile than larger 
operators and thus less able to survive major shocks (World 
Bank Group 2020). The pandemic wiped out over 34 million 
direct jobs in Asian and Pacific countries alone (WTTC 2021).

Pacific DMCs were quick to close their borders to 
international visitors once the full threat posed by 
COVID-19’s spread was revealed. Some, such as the FSM, 
disconnected from major markets immediately. Others, 
including Samoa and Vanuatu, allowed limited flights to bring 
their citizens and permanent residents home. This swift 
response helped keep COVID-19 cases low in the 14 Pacific 
DMCs—12 had not detected a single locally transmitted 
infection by mid-2021.2 The pandemic’s economic impacts 
were felt by all ADB’s Pacific DMCs nonetheless. The 
devastation caused to tourism, in particular, is expected to 
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damage their sustainable development profoundly and have 
severe consequences for, among other things, education and 
food security. Tropical Cyclone Harold in April 2020 coincided 
with the early days of the pandemic, causing significant damage 
to infrastructure in Fiji, Solomon Islands, Tonga, and Vanuatu 
and further stressing already stretched government budgets.

The Pacific’s overall GDP forecast has been repeatedly 
downgraded. ADB (2020b) projected a GDP contraction 
of 0.3% for Pacific DMC economies in 2020, followed by a 
recovery of 2.7% in 2021. However, this was contingent on 
improved tourism numbers. The forecast had been downgraded 
by July 2020, when the ADB Pacific Economic Monitor foresaw 
a 4.3% contraction for the year and only 1.6% of growth in 
2021 (ADB 2020c). More recently, the Asian Development 
Outlook 2021 Update released in September 2021 calculated 
an overall 5.3% contraction of the Pacific economy in 2020, 
and downgraded the 2021 outlook to -0.6%. However, forecast 
growth for 2022 was lifted from 3.8% to 4.8% (ADB 2021)—
contingent on the resumption of trade and international travel.

The region’s DMCs have been hurt to dramatically different 
degrees. The tourism-intensive economies of Fiji, Palau, and 
Vanuatu each experienced economic contractions of at least 
8% in 2020. In Fiji, the contraction was a staggering 15.7% 
(ADB 2021). However, some DMCs less reliant on tourism are 
unlikely to suffer any reversal at all. Kiribati’s economy grew 
0.6% in 2020, while Nauru grew 0.8% and Tuvalu grew 1.0%  
(ADB 2021). 

The tourism dependent Pacific countries faced growing 
unemployment and business losses. Job losses among 
tourism workers have been as high as 80% in Fiji (Fiji Hotels and 
Tourism Association [FHTA] 2020). Women in the Pacific have 
been disproportionately affected by job losses as they already 
earned less than men, are more likely to be in low-paying, 

precarious employment, and have taken on additional caring 
responsibilities related to COVID-19 (Pacific Women 2020). 
Many of the unemployed turned to subsistence farming or their 
communities for support. The crisis affected vulnerable women, 
informal, and rural workers disproportionately. The Pacific Trade 
Invest Pacific Business Monitor for October 2020 reported 
that revenues had declined for 93% of the region’s private 
businesses, and fewer than 70% were confident they would 
survive (Pacific Trade Invest [PTI] 2020a). Surveys show that 
women-owned businesses have been more negatively impacted 
by COVID-19 and are less confident their businesses will 
survive than male owned and/or led businesses (PTI 2020b). A 
mid-2020 International Finance Corporation (IFC) study found 
60% of tourism businesses in Fiji anticipated either closing or 
moving away from the sector unless tourism resumed within 6 
months (IFC 2020b).

Government pandemic response strategies have included 
wage subsidies, debt relief, and tax rebates to support 
tourism workers and operators. Unemployment benefits and 
cash grants have been provided as well. The Pacific DMCs 
with larger populations and expatriate communities have tried 
to promote domestic tourism. Seven travel bubbles across 
the region—and particularly with the key source markets of 
Australia and New Zealand—were proposed as a first step 
in a staged reopening of international borders. However, 
as elsewhere, the time frames for a safe reemergence from 
pandemic conditions and the beginning of full recoveries 
remained highly uncertain for much longer than hoped. By early 
2021, the Pacific Asia Travel Association (2021) cautioned that 
a return to pre pandemic levels will not be possible for several 
years. Even under a mild scenario, the Asia Pacific region is likely 
to receive 4% fewer arrivals in 2023 compared to 2019. Under 
the severe scenario, less than 50% of 2019 arrivals can be 
expected by 2023. 

Tabuaeran beach, Fanning Island, Kiribati.



6

LOOKING FORWARD VOL.1 : EVALUATING THE CHALLENGES FOR PACIFIC TOURISM AFTER COVID-19

Jellyfish Lake, Palau.
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1.  DEMAND ASSESSMENT 

 A. AIR ARRIVALS

Virtually all the international arrivals in the Pacific DMCs 
in 2019 came by air. At almost 5%, the region’s year-on-year 
arrival growth outstripped the global rate of 3.8% (SPTO 
2020a). This was up 25% from 2012, compared with 45% 
worldwide.3 Despite this increase, Pacific DMCs received 0.17% 
of the 1.5 billion global international arrivals in 2019. Arrivals by 
air fell by 82% during 2020 (Table 3). 

3  Based on data provided by SPTO and UNWTO annual global tourism arrivals data.
4   Note: Prior to 2018, arrivals data for FSM included multi-state visitors as separate arrivals, thus inflating the earlier figures. Despite this discrepancy, visitors to FSM have been slowly decreasing – 

with an estimated 37% drop from 1997 to 2016.

Tourism growth was uneven across the Pacific DMCs before 
the pandemic. The larger tourist markets, such as the Cook 
Islands, Fiji, and Samoa, grew consistently during 2012–2019 
(Table 3). The larger percentage gains recorded by smaller 
DMCs such as Tuvalu partly reflected particularly low starting 
points. Disasters triggered by natural hazards disrupted arrivals 
in Vanuatu, as did political events in PNG. Palau had the most 
volatile performance. Arrivals rose quickly to a peak in 2015 and 
fell off each year afterwards. The FSM is the only Pacific DMC 
where visits have declined steadily since 2012.4

Table 3: International Air Arrivals by Year, 2012-2020

Country 2012 2014 2016 2018 2019 2020

Change 
2012–2019 

(%)

Change 
2018–2019 

(%)

Change 
2019–2020 

(%)

Cook Islands 122,384 121,458 146,473 168,760 171,606 25,073 40.2 1.7 -85.4

Federated States of 
Micronesia 38,263 35,440 29,485 19,207 18,019+ – -52.9 -6.2 –

Fiji 660,590 691,747 792,320 870,309 894,389 140,628 35.4 2.8 -84.3

Kiribati^ 4,907 5,008 5,736 6,918 7,917 – 61.3 14.4 –

Marshall Islands – 4,876 5,332 6,347 10,771 – 120.9A 69.7 –

Niue – 7,408 8,918 10,502 10,210 – 37.8A -2.8 –

Palau 118,754 140,784 138,416 106,273 94,030 18,174 -20.8 -11.5 -80.7

Papua New Guinea* 167,149 191,442 142,943 121,503 158,390 38,665 -5.2 30.4 -75.6

Samoa 134,687 130,653 145,176 167,651 173,920 20,485 29.1 3.7 -88.2

Solomon Islands – 20,070 23,192 27,866 28,930 4,080 44.1A 3.8 -85.9

Tonga 48,926 50,436 59,130 54,045 67,284 8,932 37.5 24.5 -86.7

Tuvalu 1,019 1,416 2,466 3,242 3,611 – 254.4 11.4 –

Vanuatu 108,161 108,811 95,117 115,634 120,513 21,965 11.4 4.2 -81.8

Total 1,404,840 1,509,549 1,594,704 1,678,257 1,759,590 278,002 25.2 4.8 -84.2

– = not available. + = Source: Government of the Federated States of Micronesia, Department of Resources and Development, Tourism Unit (estimate). ^= Source: Tourism Authority of 
Kiribati. A = 2014–2019. *= Arrivals data includes workers travelling for up to 12 months. 
Note: due to the COVID-19 pandemic, not all countries kept arrivals records in 2020.
Source: Pacific Tourism Organisation. 

SECTION ONE:  
PACIFIC TOURISM REGIONAL ASSESSMENT
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 B. PURPOSE OF VISIT AND SOURCE MARKETS

Most visitors come to the Pacific for leisure. Of all DMC air 
arrivals in 2019, 64% were on holiday (SPTO, unpublished 
data). This number was dominated by the high volume of 
leisure tourists visiting Fiji (82%) (Government of Fiji, Ministry 
of Industry, Trade and Tourism 2020).5 The same was true of 
at least three quarters of all 2019 arrivals in the Cook Islands, 
Niue, Palau, and Vanuatu. This segment of the arrival market 
has remained constant in recent years.

Business arrivals (14%) and people visiting friends and 
relatives (13%) were the next biggest segments Pacific DMC-
wide in 2019. Business travelers dominated arrival markets in 
the FSM, the Marshall Islands, Nauru, Solomon Islands, Tuvalu, 
and Tarawa in Kiribati.6 They accounted for more than 70% 
in PNG.7 Visiting friends and relatives (VFR) is historically the 

5  Leisure visitors accounted for 78% of total arrivals in 2019, with a further 4% attending a wedding.
6  Note: Kiritimati (Christmas Island) in Kiribati receives a higher percentage of leisure travelers
7  This includes not only short-term business visitors, such as consultants and aid workers, but also travel for employment purposes, with stays of up to one year.

largest segment in both Samoa and Tonga, although leisure 
visitors to Tonga have appeared at times to be growing. They 
constituted 42% of arrivals in 2017—up from 40% in 2016 and 
35% in 2014 (SPTO, unpublished data). 

Australia and New Zealand are the Pacific DMCs’ main 
sources of visitors (Table 4). About 34% of all arrivals in 2019 
came from Australia, including about 40% of those in Fiji, 
PNG, and Solomon Islands and more than 50% in Vanuatu. 
New Zealand accounted for 26% overall. Travelers from New 
Zealand dominated arrivals in the Polynesian nations of the 
Cook Islands, Niue, Samoa, and Tonga. This is largely due to 
strong links with the Polynesian diaspora and New Zealand’s 
free association with both the Cook Islands and Niue. Arrivals 
in the DMCs from Australia grew by 4.0% over 2018, and those 
from New Zealand by 3.4%. Both figures fell short of the 5.0% 
growth from all sources overall, possibly representing a slight 

Table 4: International Air Arrivals by Source Market, 2019

Country Australia
New 

Zealand
North 

America

Europe 
including 

the UK Asia Pacific Other Total

Cook Islands 28,961 115,035 11,198 12,172  1,753 1,229 1,258 171,606

Federated States of Micronesia1 1,508 # 6,030 1,228 6,186 2,744 323 18,019

Fiji 367,020 205,998 110,237 52,914 98,606 54,369 5,245 894,389

Kiribati^ 1,382 690 1,631 279 252 1,978 1,705 7,917

Marshall Islands 402 207 3,322 580 2,198 2,987 1,075 10,771

Niue 935 8,227 213 369 178 235 53 10,210

Palau 919 # 7,817 3,770 79,663 1,012 849 94,030

Papua New Guinea* 64,791 7,149 8,683 11,474 55,830 6,882 3,581 158,390

Samoa 40,005 77,094 13,791 6,360 9,465 25,440 1,765 173,920

Solomon Islands 11,011 1,954 2,163 1,729 5,507 6,301 265 28,930

Tonga 15,049 32,934 8,084 3,798 3,561 3,465 393 67,284

Tuvalu 566 381 301 456 861 958 88 3,611

Vanuatu 63,098 15,076 3,115 8,984 5,774 21,236 3,230 120,513

Total 595,647 464,745 176,585 104,113 269,834 128,836 19,830 1,759,590

^= Data provided by Tourism Authority of Kiribati. *= Arrivals data includes workers travelling for up to 12 months. # = Australia and New Zealand data have been combined.  
1 = data provided by the Government of the Federated States of Micronesia, Tourism Unit.  UK = United Kingdom.
 Source: Pacific Tourism Organisation (SPTO). 
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flattening of the trend line after a decade of sustained growth, 
but also a reflection of high growth from other markets.

Pacific DMCs are interested in attracting more visitors from 
Asian countries, now the third largest source of regional 
arrivals at 15%. The People’s Republic of China (PRC) 
represents a particularly large and rapidly growing opportunity. 
However, so far, although arrivals from Asia grew 5.5.% across 
the DMCs during 2019, only Fiji, Palau, and PNG recorded 
sizeable numbers. Palau had by far the largest proportion—85% 
of its arrivals overall came from Asia in 2019. Arrivals in Palau 
from the PRC soared from 725 visitors in 2010 to more than 
87,000 by 2015 before falling off sharply due to political 
decisions by the governments of both countries. 

North America was the fastest growing source market in 
2019—up 10% year-on-year. It also accounted for 10% of the 
region’s arrivals overall. North American visitation is strong in 
the Cook Islands, Fiji, and Samoa, and on Kiritimati Island in 
Kiribati. These destinations have direct flight connections with 
United States (US) territories. The FSM, the Marshall Islands, 
and Palau, which are in free association with the US through 
the Compact Agreement, also record large numbers of North 
American arrivals. The US market has shown particularly strong 
growth in Fiji, with increases of 13% in 2019 alone and more 
than 50% during 2012–2019 (SPTO, unpublished data). 

Visitors from around the Pacific grew by 7% and accounted 
for 7% of all arrivals regionwide in 2019. They dominate 
arrivals in smaller nations such as Tuvalu and Kiribati but, as a 
transit hub, Fiji receives by far the largest number. It is followed 
by Samoa, due to its heavy VFR traffic with American Samoa, 
and Vanuatu, due to leisure tourism from New Caledonia. 
Arrival numbers from Europe, including the United Kingdom, 
remain fairly low and show sub-average growth (3.5% in 2019). 
Fiji is the leader in this category. More than half of all European 
visitors during 2019 visited Fiji. 

The average length of stay (ALOS) for air arrivals is 8.0 
nights.8 ALOS tends to be higher than this Pacific DMC average 
in the VFR markets such as Tonga (13.0 nights in 2019) (SPTO 
2020a) and lower in leisure markets such as Palau. Palau’s 
2019 average of 5.2 nights was the region’s lowest (Palau 
Visitor Authority 2020). The pattern applies within individual 
countries as well. Fiji’s ALOS of 9.6 nights in 2019 broke down 
into 8.0 nights for holidaymakers and 12.4 nights for visiting 
friends and relatives (Government of Fiji, Ministry of Industry, 
Trade and Tourism 2020). PNG has the highest leisure traveler 

8   Average based on 12 of the 14 Pacific DMC average length of stay (ALOS). Nauru does not record ALOS, and Marshall Islands has not recorded since 2016. ALOS in Niue, Solomon Islands, and 
Vanuatu is based on 2019 IVS results.

ALOS, at 10.2 nights (New Zealand Tourism Research Institute 
[NZTRI] 2020a). 

 C. VISITOR SPEND 

Tourism contributed an estimated $2.72 billion to Pacific 
DMC economies in 2019. Fiji accounted for just over half 
of all tourism receipts at $1.396 billion, followed by PNG, 
the Cook Islands, Samoa, and Vanuatu (Table 5). Fiji’s huge 
49.8% increase in tourist spend was largely responsible for an 
estimated 7.9% growth in tourism receipts across the Pacific 
DMCs in 2019 (SPTO 2020). Receipts in three of the smallest 
economies, Tuvalu, Kiribati, and Niue, were just under $20 
million—less than 1% of the regional total.

The ratio of tourism receipts per arrival, useful for comparing 
national performance, shows that the highest tourist 
spend is in Solomon Islands. The FSM and PNG come next. 
The Polynesian nations of Niue, Tonga, and Tuvalu have the 
lowest ratio. High visitor yield is especially important for the 
Pacific DMCs, because each visitor potentially adds stress 
on their limited resources and fragile natural environments. 
Calculating receipts per visitor also provides an indicator of 
cost effectiveness. This can help Pacific DMCs with low costs 
find ways to boost visitor yield and help high-cost destinations 
adopt measures to remain cost competitive. 

Data from the Pacific DMCs must be treated with caution 
due to differences in collection methods and definitions 
of tourist spend. Recent international visitor surveys (IVSs) 
conducted in eight Pacific DMCs also sought to capture visitor 
spend. Comparing the IVS results with the reported 2019 
tourism receipts shows a correlation in most countries, with 
small differences likely due to currency conversion (Table 5). 
However, the average spend for Solomon Islands appears to 
be possibly inaccurate and highly inflated; it is almost double 
that identified from the IVS data. Large year-to-year changes in 
tourism receipts can also be problematic. A plunge in Tuvalu’s 
tourism receipts from $8.21 million in 2018 to just $2.40 million 
in 2019 (Table 5) is more likely to result from a change in data 
collection than an actual drop of this dimension in tourists’ 
spending. 

The net financial and economic benefit of tourism is largely 
dependent on the extent of leakage—i.e., how much of the 
tourism dollar actually stays in the country. Data collection 
in most Pacific DMCs is not comprehensive or reliable enough 
to make this important determination of the real contribution 
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tourism makes to the national economy. Most IVSs indicate the 
amount of the pre-paid package visitor spend flowing into the 
local economy but do not always account for the ownership 
structure of local hotels and tourism operators. Even Fiji, 
which has one of the most comprehensive data sets, has only 
limited understanding of the extent to which the financial and 
economic benefits of its tourism sector leak out to overseas 
interests (Institute for the Development of Environmental-
Economic Accounting [IDEEA Group] 2020).

 D. REGIONAL VISITOR TRENDS

Travel to more than one DMC per trip is uncommon. This is 
especially true for leisure tourism. The regional tourism flows 
are not captured by country arrivals data, but Rosie’s Holidays 
provides some anecdotal information based on experience as 
one of the Pacific’s largest inbound tour companies (Rosie’s 
Holidays, consultation with author, 2020). The operator 

estimates that single destination bookings outnumber dual or 
multi-country itineraries by 4–1. IVS results from the leisure 
destinations of the Cook Islands, Niue, Palau, and Samoa show 
that at least three quarters of visitors—and up to 94% in Niue 
(NZTRI 2019a)—are visiting only the one country. Solomon 
Islands and Yap in the FSM, which cater to the dive and soft 
adventure markets, report that about half of all visitors are 
on multi-destination itineraries. This is mainly to visit other 
countries that have direct flight connections to and from their 
home countries (NZTRI 2019b and 2020b).

Seasonality is a challenge—particularly for the Cook Islands, 
Fiji, Niue, Samoa, and Vanuatu. Visits to these countries 
peak during June–August, which are the winter months in the 
Australia and New Zealand source markets. The Cook Islands, 
for example, had 18,612 arrivals in July 2019—more than the 
country’s total population—but only 7,608 in February of the 
same year. Seasonality makes it hard for tourism operators to 

Table 5: Economic Contribution of Tourism, 2018 and 2019

Country

Tourism 
Receipts 

2018 
($) 

Receipts per 
Visitor 2018 

($)

Tourism 
Receipts 

2019 
($)

Receipts per 
Visitor 2019  

($) 

Growth: 
Tourism 
Receipts 

2018÷2019 
(%)

Growth: 
Receipts 

per Visitor 
2018÷2019 

(%)

IVS Receipts 
per Visitor

2019 
($) 

Cook Islands 253.14m 1500 244.2m 1423 (3.5) (5.1) 1457

Federated States of Micronesia1 52.26m 2720 44.4m 2464 (15.0) (9.4) –

Fiji 931.98m 1071 1,396m 1560 49.8 45.7 1588

Kiribati 13.84m 2000 9.2m* 1162* (33.5) – 1162

Marshall Islands 13.2m 2080 21.1m 1968 60.6 (5.4) –

Niue – – 7.8m 764 – – 951

Palau 170.04m 1600 123m 1308 (27.7) (18.3) –

Papua New Guinea* 370m 3045 352.2m 2222 (4.8) (27.0) 2154

Samoa 248.19m 1480 201m 1156 (19.0) (21.9) 1058

Solomon Islands 81.51m 2925 78.2m 2703 (4.1) (7.6) 1411

Tonga 94.95m 1757 55m 817 (42.1) (53.5) –

Tuvalu 8.21m 2532 2.4m 664 (70.8) (73.8) –

Vanuatu 281.51m 2434 187.6m 1,557 (33.4) (36.0) 1,416

Total 2.52b – 2.72b – 7.9 –

 * = Calculation includes accommodation revenue only. b = billion. IVS = International Visitor Survey. m = million.  
1. This table uses Pacific Tourism Organisation (SPTO) tourism receipt estimates, which differ from the data provided by the Government of the Federated States of Micronesia, 
Department of Resources and Development, Tourism Unit and presented in Table 2. 
IVS visitor spend data included for comparison purposes: SPTO and IVS figures vary due to different collection methodologies. 
Source: SPTO. 2020. 2019 Annual Visitors Arrival Report. Suva; and SPTO. 2019. 2018 Annual Visitors Arrival Report. Suva.
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plan and to staff their operations. The relative surge of arrivals 
in peak season can also strain public infrastructure and facilities, 
create overcrowding at tourist sites, and cause shortages in 
accommodations.

Tourists do not travel much within the countries of the 
Pacific once they reach their destination. The Cook Islands 
provides an example. About 98% of the visitors arriving by air 
spend at least one night on Rarotonga, the country’s largest 
and most populous island; but only 22% travel to the second 
major island, Aitutaki, and only 1% to the small islands of 
Atiu or Mangaia (NZTRI 2019c). The pattern is similar in 
Vanuatu—96% of visitors spend at least one night on Efate, 
compared with only 15% on Tanna and/or Espiritu Santo, 
and 1% on Pentecost or Ambrym (NZTRI 2020c). This can 
overcrowd a DMC’s main tourist center while leaving outer 
island communities deprived of tourism’s benefits. Domestic 
transportation systems can be part of the problem. Tourists can 
find travel between the hundreds of islands in individual DMCs 
difficult. 

Depending mostly on only two source markets intensifies 
seasonality and rivalry between DMC tourist destinations. 
Greater regional cooperation to develop the Pacific’s 
overall tourism sector has often been stifled by competition 
between Melanesian and Polynesian DMCs for Australian 
and New Zealand tourist dollars. Because of the seasonality 
of the Australian and New Zealand source markets, prior to 
COVID-19 many DMCs were actively targeting the markets of 
Europe and the US, particularly for the Northern Hemisphere’s 
winters. This could help offset the current downturns during 
Australia’s and New Zealand’s summers and smooth out 
seasonality. European and US long-haul travelers also tend to 
have a longer average length of stay. 

 E. CRUISE ARRIVALS

Pacific DMCs had more than 320,000 cruise visitors in 
2019 (Table 6). Vanuatu has consistently recorded the most 
cruise arrivals—143,512 in 2019—followed by Fiji and PNG. 
The 2019 numbers were down from 2018 by 42% in Vanuatu 
(Government of Vanuatu, Department of Tourism 2020) 
and 60% in Fiji (Fiji Tourism, unpublished data). The drop in 
numbers has been attributed to multiple factors, including port 
bookings, which usually need to be secured two to three years 
in advance; the scheduling of cruise ships from the People’s 
Republic of China (PRC), which change destinations annually; 
limited growth in the homeporting capacity in Australia; and 
growing regional competition from other Pacific DMCs such 
as PNG. Cruise vessels from the PRC were scheduled to be 
repositioned to the Pacific in 2020 (Fiji Sun 2019) and bookings 
had been generally expected to rebound.

Table 6: Total Cruise arrivals by country, 2019

Country Cruise Arrivals

Cook Islands 9,000a

Federated States of Micronesia 128

Fiji 74,537

Kiribati 3,923

Marshall Islands 2-3 ships

Niue 4 ships

Palau 120

Papua New Guinea 51,417b

Samoa 13,212

Solomon Islands 1,888

Tonga 23,152

Tuvalu 0

Vanuatu 139,819c

TOTAL >320,000

a = Estimate only, provided by the Cook Islands Tourism Corporation. b = Figure is 
significantly higher than SPTO estimates, but confirmed by the Papua New Guinea 
Tourism Promotion Authority. c = includes larger ships and expedition cruises. 
Source: Pacific Tourism Organisation.

The source markets for cruise passenger visits are hard 
to map because most DMCs do not record the nationality 
of cruise traveler arrivals. However, visitors from Australia 
accounted for more than 70% of 2019 cruise arrivals in 
PNG, and more than 80% of cruise ships visiting Vanuatu 
were Carnival Australia vessels (Papua New Guinea Tourism 
Promotion Authority [PNGTPA] 2020 and Government of 
Vanuatu, Department of Tourism 2020). Countries farther from 
the Pacific’s main cruising port of  Australia, such as Samoa and 
the Cook Islands, tend to receive cruise ships coming across the 
Pacific from the other direction and carrying North American 
and European passengers. A 2014 study showed that 55% 
of the inbound cruise passengers in Tonga were from Europe 
and the US, compared with only 16% from New Zealand 
(Government of Tonga, Ministry of Commerce, Tourism and 
Labour 2014).

Precise data aside, the cruise industry is a significant tourism 
subsector for many Pacific DMCs. More tourists arrive in 
Vanuatu, a popular cruising destination, by sea than by air. 
Cruises contributed an estimated $18.7 million to the country’s 
economy in 2019 (Government of Vanuatu, Department of 
Tourism 2020). Cruise arrivals are growing in small destinations 
such as Kiribati, where almost 4,000 were recorded in 2019 
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(Tourism Authority of Kiribati [TAK] 2020a), and are an 
important complement to air visits. Cruise vessels travel easily 
between Pacific island countries and, particularly in the case 
of smaller expedition ships, between main and outer islands 
where domestic transport infrastructure and services provide a 
challenge to air arrivals trying to undertake interisland touring 
on their own. This can bring tourism benefits to isolated 
communities. Aitutaki, the second most visited island of the 
Cook Islands, now has almost as many cruise visitors each year 
as the main island of Rarotonga. Expedition cruises also call 
at Palmerston, a remote island that could otherwise expect 
minimal benefits from tourist spend.

A lot of the money cruise passengers spend ashore does 
not stay in Pacific DMC economies. IFC (2014, 2016, and 
2019) reports have shown that cruise passengers spend less 
than air visitors in Fiji, PNG, Solomon Islands, and Vanuatu, and 

that leakage is high. The IFC estimated the range of average 
per person cruise spending to be from $5 in Kitava in PNG to 
$85 in Port Vila in Vanuatu. Meanwhile, the cruise operators’ 
supply chain arrangements and the tours and excursions they 
run onshore mean sizeable chunks of this spend leave the 
DMC with the ship. This leakage amounted to 42% in Vanuatu, 
making cruise tourism’s direct economic contribution only one 
tenth of that of air arrivals.

Passenger spend could be higher if constraints were 
addressed, particularly at smaller ports. According to the IFC, 
spending opportunities varied greatly between ports in PNG 
depending on the availability of such basics as ATMs, toilets, 
and shaded areas that are needed to lure more passengers 
ashore. Shopping and tour opportunities were also factors (IFC 
2016). Almost half of cruise passengers responding to a survey 
in Fiji expressed a willingness to spend more (IFC 2019). A 

A cruise ship leaving the harbor, Port Vila, Vanuatu.
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partnership between the Government of Australia and Carnival 
Australia has had some success strengthening the linkages 
between cruising and local vendors and boosting the economic 
impact of cruise ship tourism. Infrastructure limitations will 
nonetheless continue to sap the potential of cruise tourism 
in small DMCs. For example, the lack of an adequate wharf 
requires cruise passengers to tender ashore in Niue, which can 
result in low disembarkation rates. 

The sustainability of cruising as a stable tourism source is 
in question. Cruise lines can be fickle and choosy, and the 
behavior of the industry overall has come under criticism. Many 
large cruise ships ignore some labor laws and environmental 
standards because they are registered under flags of 
convenience. A report card on environmental compliance 
prepared by Friends of the Earth (2020) evaluated 18 major 
cruise brands and found serious environmental breaches 
and poor practices in sewerage treatment and the reduction 
of air pollution. These are serious issues for the small and 
environmentally sensitive Pacific DMCs. Vanuatu has cautioned 
against too much dependence on the industry, pointing out that 
cruise ships can and easily do shift port of calls when they sense 
there are more lucrative markets (Government of Vanuatu, 
Department of Tourism 2020).

 F. YACHT ARRIVALS

Most Pacific DMCs receive some yacht visitors every year. 
Fiji had the most in 2019, 6,697 (Fiji Revenue and Customs 
Service 2020), and Tonga estimated that about 2,000 visitors 
arrived by yacht during the year. Vanuatu is the only Pacific 
DMC where these visits have been declining, largely due to the 
introduction of high docking fees and shorter stay visas of only 
1 month (Government of Vanuatu, Department of Tourism 
2020). No data exists for small DMCs, but the lack of docking 
infrastructure and amenities and few promotion efforts likely 
mean their numbers are far lower. 

Yacht visitors stay longer than air arrivals. A 2019 study 
found that yachts stayed an average 16 nights in Tarawa in 
Kiribati—close to double the ALOS for all visitors to Kiribati 
(TAK 2020a). The ALOS in Fiji is even higher. Super-sized 
yachts stayed an average 68 days in 2019, and yachts under 
80 feet stayed an average 163 days (Fiji Customs and Revenue 
Service 2020). Although the nationality of yacht visitors is not 
always recorded, the share of Europeans and North Americans 
tends to exceed that of air arrivals. Palau’s air arrival market was 
dominated by visitors from Asia in 2019, but Europeans made 
up 42% of yacht arrivals, and North Americans 26% (Palau 
Visitors Authority, unpublished data).

Yacht passengers spend more than other visitors and 
bring tourism to outer islands. These include islands in Fiji 
that seldom see other kinds of tourists. A 2019 survey found 
that 82% of yacht visitors traveled to Yasawa Islands, 62% to 
Savusavu, 39% to the Northern Lau Islands, and 34% to the 
Southern Lau Islands (Fiji Customs and Revenue Service 2020). 
The yacht visitors who complement high season arrivals in Niue 
do not put additional strain on local accommodations but give 
local shops and supermarkets a lot of extra business. Fiji, the 
only DMC that has data on yacht visitor spend, finds it expands 
in line with these visitors’ longer ALOS. Yacht visitor spending 
was estimated at F$34.6 million ($16.3 million) in 2019—or 
an average of F$5,166 ($2,438) per person (Fiji Customs and 
Revenue Service 2020). This went mostly to fuel, maintenance, 
dockage, food, restaurants, and cultural activities.

 G. DOMESTIC TOURISM

Most Pacific DMCs do not track domestic tourism numbers 
or spend, but it is likely to make a significant contribution 
to the accommodation and transport industries. In Fiji, for 
example, domestic visitors accounted for 20% of the country’s 
total room nights in 2019. In Kiribati, 23,722 i-Kiribati and 
foreign workers travelled domestically by air in 2020 (TAK 
2020b and 2020c). This was well above the total number of 
international visitors to the country in 2019.

Domestic travel is predominantly for business and VFR 
purposes. Vanuatu’s first domestic tourism survey, conducted 
in 2019, found the main reason for travel to be business 
(45%), holidays (28%), and attending events such as weddings 
or festivals (15%). The pattern is similar in Kiribati, where 
domestic travelers are primarily government officials visiting the 
outer islands for work and foreigners traveling to aid projects or 
on short weekend getaways. A 2013 economic impact analysis 
in Samoa found nearly half of domestic spend goes towards 
fa’alavelave—the term for a contribution of money on important 
family occasions such as funerals and weddings (Government 
of Samoa and Government of New Zealand 20134). This 
suggests a predominance of VFR travel.

Expatriates living in a DMC also contribute to the domestic 
travel market. A 2019 survey in  Solomon Islands found 
that 80% of expatriates travel domestically at least every 
few months, spending an estimated SI$787 ($134) per day, 
equating to $482 per trip based on an ALOS of 3.6 nights 
(NZTRI 2019d). The Marshall Islands has been increasingly 
developing weekend packages for the potentially lucrative 
domestic market provided by US military personnel and their 
families stationed on Kwajalein. Many countries have similarly 
heightened their focus on domestic tourism during COVID-19.
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2.  SUPPLY ASSESSMENT 

 A. TOURISM ASSETS

Many Pacific DMCs are blessed with natural beauty and 
rich biodiversity. The activities they offer on and below the 
ocean’s waters are high on the list of tourist attractions and 
often the reason for leisure travel (Table 7). Good diving 
and snorkeling is abundant for both beginners and the more 
experienced. Palau’s richly bio-diverse waters are home to many 
large pelagic animals, while Niue’s exceptional water clarity is 
excellent for underwater photography. Chuuk lagoon in the 
FSM covers more than 100 vessels sent to the bottom in World 
War II and is a mecca for wreck divers. Palm-fringed beaches 
perennially attract visitors who want to relax by a beach in the 
more developed tourism destinations, such as Fiji. Surfing is 
becoming more widespread and is opening fresh opportunities 
for further tourism development. Fishing and the region’s rich 
marine life attracts tourists across the DMCs. Kiritimati Island 
in Kiribati is world-renowned for fly-fishing, and the deep-sea 
fishing off Nauru offers plentiful tuna and seven different types 
of marlin. The options in the Cook Islands include fly-fishing, 
lagoon fishing, spear fishing, and charters for deep-sea fishing 
beyond the reef. The Marshall Islands holds fishing tournaments 
and attracts marine life tourists with the world’s largest shark 

sanctuary. Whale watching is common in many DMCs, and 
Tonga is one of the few places in the world where a tourist can 
swim with humpback whales. The Arnavon Community Marine 
Conservation Area, a marine turtle sanctuary in Solomon 
Islands, has been drawing growing numbers of visitors. 

Many tourists come to the Pacific DMCs for the nature 
and hiking opportunities. The challenging Kokoda Track in 
PNG has become world famous and attracts thousands of 
hikers each year. Vanuatu offers visitors guided walks up the 
slopes of an active volcano—Mount Yasur on Tanna Island—
while visitors to Samoa can hike to see beautiful waterfalls in 
rainforest settings. A stroll down Tuvalu’s unfenced airport 
runway, which doubles as a sports ground and community 
hub, has become a popular visitor activity. Bird watching is a 
niche market with good potential for expansion. PNG is rich 
with a wide diversity of exotic birds, and the bird sanctuary and 
breeding ground at Kiritimati in Kiribati supports both endemic 
and endangered species.

The United Nations Educational, Scientific and Cultural 
Organization (UNESCO) has designated World Heritage 
Sites in eight Pacific DMCs. Natural sites include the Phoenix 
Islands Protected Area in Kiribati and East Rennell in Solomon 
Islands, which is the first natural property on the World Heritage 

Table 7: Tourism Activities in Pacific Countries

Country Diving Beach Surfing Fishing
Whale 

watching
Walks/
hiking

Bird 
watching

World 
Heritage Culture

WWII 
history

Cook Islands        

Federated States of Micronesia        

Fiji         

Kiribati         

Marshall Islands       

Nauru   

Niue      

Palau         

Papua New Guinea          

Samoa        

Solomon Islands          

Tonga        

Tuvalu     

Vanuatu          

Source: Source: Author’s assessment of natural, cultural, and historic assets.
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List with customary ownership and management (UNESCO 
n.d.). The cultural sites on the list include the Levuka Historical 
Port Town in Fiji, the Kuk Early Agricultural Site in PNG, Chief 
Roi Mata’s Domain in Vanuatu, and Nan Madol Ceremonial 
Centre in the FSM. The Bikini Atoll Nuclear Test Site in the 
Marshall Islands is also listed for its cultural significance. Palau’s 
Rock Islands Southern Lagoon is one of fewer than 5% of the 
sites worldwide to be designated significant both naturally and 
culturally. Two sites—Nan Madol Ceremonial Centre in the 
FSM and East Rennell in  Solomon Islands—are currently listed 
as “in danger” and could be at risk if tourism increases.

Official recognition or a reputation for protecting the 
ecological environment are boons for ecotourism. The 
Ngaremeduu Biosphere Reserve in Palau and the Utwe and 
And Atoll Reserves in the FSM support both sustainable 
development and environmentally sensitive tourism. In 
addition, Niue’s accreditation as the first country designated 
a Dark Sky Place by the International Dark-Sky Association 
attracts ecotourists. Other DMC areas important for developing 
ecotourism are the marine reserves in Tonga—the largest being 
the Fanga’uta and Fanga Kakau Lagoons Marine Reserve—and 
the Funafuti Conservation Area in Tuvalu. One survey showed 
that Palau’s establishment of a protected marine area over 80% 
of its EEZ was bringing eco-conscious tourists to the country 
(Palau International Coral Reef Center and the Stanford Center 
for Ocean Solutions 2019).

Each DMC’s unique history, culture, and heritage are also 
tourism draws. Cultural offerings include the Pan Pipers of 
Malaita and Guadalcanal in Solomon Islands, handmade tapa 
cloth in Tonga, land diving (Nagol or N’gol) in Vanuatu, and 
firewalking ceremonies in Fiji. Tourists also come to see and 
shop in the local markets and try the local cuisine. As befits 
a country with 850 languages, PNG boasts a broad array of 
cultural festivals. Cultural expressions through carving and 
dance are still widely practiced. Tourists with a special interest 
in the history of World War II have much to see and hear about 
in the Pacific DMCs. The development prospects for this niche 
sector are good. Relics from the war remain easily accessible to 
visitors in several countries, including Nauru and Tuvalu, while 
Solomon Islands features one of the heaviest concentrations of 
submerged World War II wrecks in the Pacific.

 B.  ENVIRONMENTAL CONSTRAINTS AND 
INFRASTRUCTURE 

The Pacific DMCs are especially vulnerable to the impacts 
of climate change. Atoll nations are among the most at risk 
anywhere (World Health Organization [WHO] 2015). Rising 
sea levels are already eroding coastlines and encroaching on 
land in the lowest-lying countries. These include Kiribati, the 
Marshall Islands, Tuvalu, and much of the FSM. Rainwater is 
a major source of drinking water in the atoll nations, where 
natural fresh water sources are few, exacerbating the risk 

Market stalls on the beach, Nauru.
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of drought as climate change alters and intensifies weather 
patterns. As sea temperatures rise, the corals that build the 
countries’ reefs are in rapid decline (Climate Analytics 2015).9 
Urban pollution is exacerbating this decline in some areas, as 
is tourism in countries such as the Cook Islands and Fiji. The 
loss of biodiversity and degradation of reefs will rob many of 
the DMCs of one of their key tourist drawcards. However, for 
atoll nations the consequences of climate change extend well 
beyond its effects on tourism.

The Pacific DMCs’ exposure to natural hazards can be 
devastating. These threats range from earthquakes, volcanic 
eruptions, and tsunamis to tropical storms and flooding. The 
damage and losses caused by a tsunami that killed 189 people 
in Samoa in 2009 equated to more than 22% of the country’s 
GDP. This was followed in 2012 by losses equivalent to 28% 
of GDP in the wake of Tropical Cyclone Evan (ADB n.d.a.). 
Four tropical cyclones hit Tonga during February 2018—April 

9  1 - 2% per year for 1968–2004. 

2020. The most severe created an estimated $164 million in 
damage (ADB 2020c). These disasters, which are expected to 
increase in frequency and severity as climate change advances, 
can destroy the tourism infrastructure usually located in coastal 
areas. They also curb tourist arrivals during reconstruction, 
and the heightened awareness of a country’s disaster risks can 
frighten off prospective visitors and investors. 

Scarce freshwater supplies can limit tourism’s growth 
in certain DMCs. Surface water can be found on Pacific 
islands such as PNG and Vanuatu, as well as in parts of Fiji 
and Solomon Islands. However, the greater demands due to 
urbanization and the growing volume of tourist visitors can 
nonetheless outstrip supply. For example, the use of water 
by hotels has resulted in sometimes severe shortages in the 
favored tourist destinations in Viti Levu in Fiji (Government of 
Fiji, Ministry of Strategic Planning, National Development and 
Statistics 2014). Projections show urban growth in Solomon 

Talava, a natural arch at Niue’s northern end, near Hikutavake village.
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Islands’ capital of Honiara leading to water shortages and 
rationing in the near future (Government of Solomon Islands, 
Ministry of Development Planning and Aid Coordination 2016). 
Additionally, when surface water is available, it is often subject 
to pollution. Water quality in Solomon Islands is affected by 
runoff from logging and mining and contamination from broken 
septic tanks and open defecation (Secretariat of the Pacific 
Regional Environment Programme [SPREP] 2019a). Only 37% 
of PNG’s population has access to safe drinking water— the 
second lowest figure in the world (WaterAid 2018).

Low-lying atolls face particularly serious freshwater 
challenges. Shallow, porous soil that does not store water well 
and only seasonal rainfall can produce shortages and drought. 
Groundwater, if any, tends to be brackish, leaving supply 
reliant on the collection of rainwater or extraction from fragile 
freshwater lenses. Rationing is common. Even during non-
drought periods, access to freshwater in the Marshall Islands is 
limited to three 4-hour periods each week, and the water that 
is available is frequently unsuitable for drinking (SPREP 2016). 
Kiribati currently supplies less than half the internationally 
accepted minimum of water required to meet daily human 
needs, and the incidence of water-borne disease is high (ADB 
n.d.b.).10 Without careful controls, the growth of tourism will 
make the Pacific region’s freshwater problems worse. 

The DMCs have some way to go before poor sanitation stops 
damaging public health, marine environments, and tourism’s 
prospects. Safe sanitation levels vary between DMCs and often 
between urban and rural areas. The entire populations of Niue 
and Palau have access to “safely managed sanitation,” while 
only 19% do in PNG, and 6% in Tuvalu (ADB 2020e). Open 
defecation is still common in Kiribati and Solomon Islands. 
This is an obvious deterrent to tourism, particularly in Kiribati’s 
South Tarawa where the practice has made lagoon swimming 
undesirable and unsafe. Regionally, access to safe sanitation 
rose only marginally—from 29% to 31%—during the quarter 
century (1990–2015) up to the Millennium Development 
Goals deadline (WHO 2016). Excluding PNG’s performance, 
the regional access ratio rose from 58% to 68% during this 
period (WHO 2016).

Sanitation figures do not fully reflect the poor quality or 
condition of important infrastructure. Broken sewerage pipes 
in Majuro in the Marshall Islands discharge raw effluent onto 
reef flats, and Honiara’s rudimentary sanitation infrastructure 

10   In August 2020, the Secretariat of the Pacific Community (SPC) announced the Safe and Sustainable Drinking Water for Kiritimati Island initiative, with EUR 6.2m to improve access to clean and 
safe drinking water in Kiribati.

11  Pacific Region Infrastructure Facility Urban Sector Working Group suggests that more than 4.7 million tons of materials are imported into Pacific Island countries per annum. (Secretariat of the 
Pacific Regional Environment Programme [SPREP] 2018).

sends untreated sewage directly into waterways. The pressures 
of accelerating urbanization have left lagoons and reefs across 
the region in environmental decline and waters often unsafe 
due to dangerous levels of bacteria. This threatens public 
health and destroys marine ecosystems and tourist appeal. 
Contamination from poor sewerage infrastructure in Palau, 
which markets itself on its pristine natural environment, has 
forced swimming bans at beaches near tourist hotels.

Electricity can be expensive and unreliable. At least 95% of 
the population has access to electricity in 10 of the 14 Pacific 
DMCs (ADB 2020e). However, rates are high and can stress 
business operating budgets. The situation in some countries 
amounts to a negative trifecta—low connection rates and high 
costs for an unreliable power supply. In Solomon Islands, where 
the connection ratio is only 63% (ADB 2020e) and power 
supply cannot be depended on, businesses were paying four 
times more for their electricity than comparable enterprises 
in Fiji as of 2014 (ADB 2016). The owners of local tourism 
businesses that had converted to solar as a result found they 
could not generate enough electricity to run their operations 
(IFC 2018a). All the Pacific DMCs have set renewable energy 
targets but need support to meet them.

Waste management lags behind growing waste production. 
Migration into the cities, more consumption of imported and 
packaged consumer goods and food,11 and inadequate recycling 
programs and waste management afflict all the DMCs to some 
extent. Garbage is often burned or dumped either where it is 
produced, somewhere else on land, or in lagoons, streams, and 
the sea. Waste thrown upstream and in ravines washes down 
into the prime coastal tourist areas of Vanuatu (ADB 2014). 
The coastal lagoon in Funafuti, Tuvalu features floating rubbish 
(Government of Tuvalu and European Commission 2014). 
Even countries such as Samoa that have comparatively better 
waste management are subject to complaints in international 
visitors surveys (IVSs) of waste on roadsides and beaches and 
in swimming holes (NZTRI 2020d). Samoa and Tonga have 
initiated beautification programs to address the symptoms, but 
the causes are systemic and need to be addressed with both 
tourism and long-term sustainability in mind.

The Pacific DMCs have not escaped the global problem  
of mounting plastic waste. It damages their ocean  
ecosystems, fisheries, and tourism and makes up a large  
part of the litter along their coastlines and in lagoons. The 
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United Nations Environment Program (UNEP) estimated 
in 2015 that 10 million–20 million tons of plastic waste was 
finding its way into the oceans every year (SPREP 2018). An 
estimated 61.5 tons of plastic rubbish is added to the pollution 
of Vanuatu’s marine environment every day (Pacific Region 
Infrastructure Facility (PRIF) 2018a). Tuvalu, which has  
a land area of only 27 km2, adds 1.3 tons daily (PRIF 2018b), 
and PNG 246 tons (PRIF 2018c). 

Several Pacific DMCs are taking active steps to reduce waste. 
The Pacific Ocean Litter Project (POLP) launched in 2019 aims 
to help Pacific DMCs move away from single-use plastics. This 
is part of the wider Marine Litter Action Plan of the Secretariat 
of the Pacific Regional Environment Programme (SPREP) 
(2018). Initiatives so far have included bans and restrictions 
on single-use plastics such as bags and drinking straws in FSM 
(Pohnpei and Yap), Marshall Islands, Niue, Palau, Samoa, and 
Vanuatu. 

Many of the Pacific DMCs have acted more broadly by 
integrating sustainability into tourism policy and planning. 
Samoa, the first country in the Pacific to develop sustainable 
tourism indicators, was an early adopter of the Global 
Sustainable Tourism Council criteria in 2014. Niue has adopted 
a responsible tourism policy to guide the industry’s operations 
and support best practices and has also created a responsible 
tourism code for visitors. In addition to declaring 80% of its 
EEZ a marine sanctuary, Palau has also made it mandatory 
for visitors to pledge to act in an environmentally responsible 
way during their time in the country. The tourism sector, while 
contributing to the environmental strain on fragile ecosystems, 
can also be part of the solution by leading sustainability 
initiatives.

 C.  INTERNATIONAL AIR CONNECTIVITY 
CHALLENGES AND CAPACITY

Flying to and from the Pacific DMCs can be expensive and 
difficult. The Pacific island countries are small and widely 
dispersed across vast areas of ocean. This means airlines have 
trouble achieving the high rates of aircraft use and passenger 
loads needed to make a profit. Competition on many Pacific 
routes is limited as a result, and monopoly pricing becomes 
a risk because some routes are serviced by a single airline. 
Geography and this connectivity challenge have historically 
placed Pacific DMCs at a competitive disadvantage to other 
tropical holiday destinations (ADB and ADB Institute 2015). 

12  Calculation based on 1577 flights between Sydney and Nadi in 2019. The route was serviced by Fiji Airways, Qantas, Jetstar, and Virgin Australia.

Prior to the pandemic, the Pacific DMCs were connected 
by air internationally to Asia, Australia, New Zealand, and 
the US. Auckland was the main international entry point for 
the region in terms of capacity—with nearly 800,000 seats in 
2019 on direct services with the Cook Islands, Fiji, Niue, Samoa, 
Tonga, and Vanuatu. Sydney and Brisbane came next with 
500,000 seats each, followed by Los Angeles, Melbourne, and 
Guam (PRIF 2020). In 2019, Sydney–Nadi, Fiji was the most 
frequent international service in the region with more than 
300,000 seats and an average of 30-plus flights a week by four 
carriers.12 The Auckland–Nadi and Auckland–Rarotonga routes 
offered the second and third highest seat capacities. 

Fiji is the major intraregional airline hub for the Pacific. In 
2019, 9 of the top 10 international destinations in the Pacific 
offered direct flights into Fiji (PRIF 2020), with 97% of these 
landing at Nadi International Airport (Fiji Airports 2017). 
More than 7,000 international flights operated by 11 carriers 
landed in Fiji in 2019. Nadi was connected to 26 international 
destinations, including 10 cities in 8 Pacific DMCs. Port 
Moresby was the second most connected DMC city. Its airport 
serviced 10 international and intraregional routes, compared 
with Port Vila (Vanuatu), at 9, and Apia (Samoa) and Koror 
(Marshall Islands) at 8. 

Fiji Airways held 28% of all inbound seating capacity into the 
Pacific DMCs in 2019—the most of any airline. It operated 
65% of all flights into Fiji. Intraregionally, Fiji Airways serviced 6 
of the top 10 routes in 2019. Air New Zealand held the second 
largest market share in 2019 (19%), followed by Virgin Australia 
at 13%. Together, these three airlines accounted for 60% of all 
seat capacity on flights into the Pacific, highlighting the region’s 
dependence on major carriers (PRIF 2020). United Airlines, 
although providing just over 5% of seating capacity, also played 
an important role in connection with the North Pacific. It 
operated regular island-hopper flights between Honolulu and 
Guam with stops in the Marshall Islands and the FSM. United 
also provided direct Guam–Yap and Guam–Palau service. 
Nauru Airlines supported intraregional connectivity through 
island-hopper services with Tarawa and Majuro and a regular 
Nauru–Nadi route.

The small DMCs in particular suffer from few air connection 
choices and high fares. Two have only one air connection 
each—Niue with Auckland and Tuvalu with Suva. Particularly 
in Tuvalu’s case, this monopoly situation has meant high fares. 
The light passenger loads on the limited flights left room for 
some DMCs to expand tourist flows but also posed a threat to 
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the viability of the routes. Only an estimated 18,654 or 36% of 
the 51,600 seats available on inbound international flights to 
Kiribati were filled in 2019, for example (TAK 2020a). The FSM 
suffered from both high monopoly prices—with United Airlines 
the only major service connecting its four states—and the risk 
of lost connectivity. Pohnpei was dropped from Nauru Airlines’ 
island-hopper service due to consistently low passenger loads 
(Radio New Zealand 2019).

There are few flights between the DMCs themselves, making 
it difficult to develop multi-destination Pacific tourism. The 
Cook Islands, for example, was connected to Auckland, Los 
Angeles, Papeete (Tahiti), and Sydney in 2019 but had no direct 
flights with neighboring DMCs. Getting between Rarotonga and 
Apia required a detour through Auckland. Palau had numerous 
direct services with Asia and Guam, but none with the South 
Pacific. Building more connections within the region has been 
hindered in part by such policies as the Fiji government’s 

13   Fiji Airways is majority government owned, with Qantas holding 46.32% and Air New Zealand and the governments of Kiribati, Nauru, Samoa, and Tonga each holding minor stake s in 2020. 

reluctance to adopt an open skies agreement. These 
agreements have liberalized commercial aviation and increased 
competition in the Pacific—most notably in Samoa, Solomon 
Islands, and Vanuatu. While it does protect Fiji Airways, of 
which the government is the majority owner, Fiji’s policy limits 
other carriers, such as Nauru Airlines, from operating within the 
region out of Fiji.

More than half the Pacific DMCs have established a national 
airline. Most are entirely government-owned.13 These airlines 
not only support the development of tourism, but also enhance 
national pride and promote strategic national interests. 
However, the costs of ownership and operations are extremely 
high, and profitability is particularly challenging for the national 
carriers of the most remote and sparsely populated Pacific 
DMCs. The state-owned airlines of the Marshall Islands, PNG, 
Samoa, Solomon Islands, and Vanuatu repeatedly reported 
losses even before the COVID-19 crisis. Significant additional 

Cendrawasih bird, Papua New Guinea.
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public financial and fiscal support will be needed to keep them 
in the air. 

Other attempts to fix the Pacific’s air connectivity problems 
also require public outlays. Rather than subsidizing a national 
airline, the Cook Islands subsidizes important air routes. The 
government underwrites weekly flight services by Air New 
Zealand connecting Rarotonga with Sydney and Los Angeles by 
compensating the airline for any shortfall between revenue and 
total operating costs, including a profit margin. The estimated 
cost is NZ$12 million a year, although recent economic analyses 
suggest the flights bring in additional yearly revenue of NZ$25 
million.14 Other DMCs, especially those without a flagship 
carrier, have considered doing the same. In Samoa, a joint 

14  Information provided by the Cook Islands Tourism Corporation. Estimated revenue does not include tourism multiplier effect.
15  Virgin Blue at the time of the joint venture.
16   Flights were previously operated on a wet lease by Malaysian carrier Malindo Air; the agreement was terminated due to COVID-19. At the time of writing, Samoa Airways is seeking a new 

agreement for when borders reopen.

venture between the government and Virgin Australia15 was 
initially successful in easing the financial burden of supporting its 
national carrier on the Government of Samoa while increasing 
the weekly seat capacity of air connections with two key tourism 
source markets. Flight capacity on the New Zealand route rose 
72%, and it ballooned by 360% on the connection with Australia 
(Government of Samoa, Ministry of Foreign Affairs and Trade 
2016). However, the tourism benefits did not meet expectations 
and the government ended the deal in 2017 when airfares 
continued to rise and regained full ownership of the airline. As 
of 2020, the viability of Samoa Airways was in question. It does 
not currently own any aircraft16 due to the 2018 grounding of the 
B737-MAX following a series of incidents involving that model 
of aircraft. A couple of months into the COVID-19 pandemic, 

Tuvalu International Airport.
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in May 2020, the airline was reportedly losing NZ$1 million a 
month (Government of New Zealand, Ministry of Foreign Affairs 
and Trade 2020). The Ministry of Public Enterprises reported the 
airline to be bankrupt in mid-2021 (Feagaimaali’I 2021). 

 D. DOMESTIC CONNECTIVITY

Flight connectivity within island DMCs can also be a 
challenge. Air travel is essential in many DMCs to create 
and maintain effective social, economic, and governance 
connections with far-flung communities on outer islands. 
Flights nonetheless can be unreliable and expensive, and outer 
island airports poorly maintained. State-owned carriers run 
many domestic services at a loss due to low passenger loads. 
Air Vanuatu is required to service all outer island airports even 
though an estimated 24 of the routes are commercially unviable 
(ADB n.d.c.). There are many domestic flights—more than 
14,000 in Fiji in 2019, almost twice the number for international 
routes (Tourism Fiji, unpublished data)—but poor loadings 
often make fares very high, particularly given the relative short 
domestic route distances. Fiji’s tourism industry suffers since air 
links with the country’s niche destinations and attractions are 
either lacking or expensive. 

Poor domestic air connections weigh on tourism’s potential 
in many DMCs. For example, in the Cook Islands, a single Air 
Rarotonga Embraer services all of the outer islands.17 Many flights 
operate on a charter basis, and all are expensive and infrequent. 
Additionally, inadequate maintenance funding often leaves the 
country’s outer island airstrips in poor condition (ADB 2015a) 
and unsealed runways preclude the use of larger, more efficient 
aircraft, adding to costs. This means that any tourist wanting 
to see the country beyond the major islands of Rarotonga 
and Aitutaki must generally get there on a trans-Pacific yacht 
or expedition cruise. Domestic flights can be expensive even 
in PNG, where the lack of a nationwide road network makes 
air travel essential. Most of the roads that do exist are in poor 
condition and 75% become impassable at certain times each year 
due to flooding and landslides (Sumb 2020), yet costly domestic 
flights are frequently delayed or cancelled.18 

Most interisland transport in the Pacific DMCs is by boats. 
The vessels and the wharves, piers, and other infrastructure 
can be poorly maintained. Distances and travel times are often 
long. The trip on a cargo ferry between Honiara and Munda in 
Solomon Islands takes 19 hours, and traveling between Port 
Vila and Luganville by boat in Vanuatu takes a full 24. There 

17  Flights operated by Air Rarotonga, which is privately owned.
18  ADB is currently supporting airport infrastructure and safety in PNG through the Civil Aviation Development Program
19  The notable exceptions are Niue and Nauru, which are single island countries.

have also been incidents, including sinkings, in the past 5 years 
that call into question the safety of these trips. Dedicated 
tourist transport to nearby islands is more often provided in 
the more developed tourism economies, such as by speedboat 
and ferry for travel to the Mamanucas in Fiji and by chartered 
yacht in Palau and Tonga. However, for most Pacific countries 
the difficulties of visiting outer islands, combined with safety 
concerns, can cap tourism’s potential in these regions.19 

 E. ACCOMMODATION 

Accommodation capacity varies by DMC. Fiji has the most 
rooms at almost 13,000, followed by PNG with more than 
6,000. The Cook Islands and Vanuatu have the largest number 
of properties—more than 800 each—due to high numbers 
of short-stay rentals of one- and two-room holiday homes. 
Nauru and Tuvalu each have fewer than 10 accommodation 
providers. Most accommodation, particularly large hotels, 
is located in the region’s major centers, with outer island 
accommodation provided by locally run properties with under 
10 rooms. Although foreign ownership is significant in larger 
tourism economies, such as Fiji and Palau, the majority of 
accommodation in most DMCs is locally-owned.

A lack of large, high-end, internationally recognized 
accommodation properties can limit tourism’s upside. Fewer 
than half the DMCs have international brand hotels, and in 
most cases these have been located in the capital city to service 
business travelers. This is the case in Solomon Islands and PNG, 
for example. Fiji is a notable exception, offering a wide variety 
of properties to accommodate visitors, ranging from small local 
enterprises to luxury hotels, many owned and/or operated by 
international chains. As of 2019, almost a third of Fiji’s 420 
properties were considered five-star (costing over F$500 per 
night) (Government of Fiji, Ministry of Industry, Trade and 
Tourism 2019). The shortage of such high-end accommodation 
in other DMCs can stifle tourism’s potential to attract high-yield 
tourists and build their destination’s brand presence. 

Failure to meet tourists’ perception of value for money 
can be damaging even to properties self-advertised as 
budget accommodation. This tends to be an issue for DMCs 
with little leisure tourism—such as Solomon Islands, PNG, 
and Nauru. About 58% of accommodation is classified as 
“budget”’ and 24% as “standard” in Solomon Islands’ tourism 
development strategy (SPTO 2015) even though prices 
are comparatively high. Online reviews suggest that visitor 
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expectations are not always met, particularly in terms of a 
level of quality commensurate with the high price point. In 
Nauru, accommodation prices are inflated by the presence 
of the Australian Regional Processing Centre, but the quality 
is substandard. The Menen Hotel, the country’s top-end 
accommodation, has an average rating of poor on TripAdvisor. 

Holiday home rentals are increasing across the DMCs. This is 
particularly noticeable in the Cook Islands, Niue, Samoa, Tonga, 
and Vanuatu, where property rentals are now often offered on 
platforms such as Airbnb. Of the 805 accommodation options 
in the Cook Islands in 2019, 690 were considered holiday 
homes (Cook Islands Tourism Corporation, unpublished data). 
Short-term rentals to international visitors by homeowners 
increases both tourism’s local benefits and accommodation 
supply during the high season. However, the downside, as 
captured by recent studies, is a tightening of the domestic long-
term accommodation market and increases in home purchase 
and rental prices (NZTRI 2019e). In addition, many short-stay 
tourism rentals are owned by foreigners or locals living overseas. 
This can have implications for the fiscal capture of the related 
tax revenue and create friction with the domestic owners of 
tax-paying properties. 

Small DMCs with few accommodation options must depend 
on niche markets. The FSM, Kiribati, and the Marshall Islands 
have only a few, mostly 3-star large properties between them. 
With this restricting high-end tourism potential, they must 
stick mostly to servicing dive, eco-, and culture tourists. Locally 
owned properties can emphasize the attractions of traditional 
culture, such as fales (traditional thatched huts) in Samoa and 
buyas (traditional houses) in Kiribati. One advantage this has 
over markets with large foreign-owned and/or -operated hotels 
and resorts is less economic leakage. The sector charges lower 
rates but the revenues stay with properties owned within the 
community and with the local markets from which the tourists’ 
meals are sourced (New Zealand Institute for Pacific Research 
2018). Such niche markets are now being exploited by a few 
high-end boutique properties across the region. The Marshall 
Islands has several boutique resorts on private islands that cater 
to surf and dive tourists. A similar high-end investment is being 
considered for the Phoenix Islands in Kiribati.

Occupancy rates are particularly low for small properties 
in small tourism markets. Past studies have shown average 
occupancy to be 40% in Tuvalu (Government of Tuvalu 
2014) and 43% in the FSM (Government of the FSM 2015).20 

20  Statistics confirmed by the Tourism Unit to remain accurate in 2020.
21  Digital marketing training for local operators is now being offered by Pacific Trade Invest (PTI) in partnership with SPTO.
22  Under the Cook Islands Fair Trading Act, local businesses are not legally able to charge a credit card surcharge.

The rate in Samoa is estimated at 45% overall and tends to 
decline along with the standard of the accommodation. In 
2019, deluxe properties had an average rate of 62%, but the 
averages dropped sharply in steps from there to 32% for budget 
properties and 15% for beach fales (Samoa Tourism Authority, 
unpublished data). The pattern is similar in Solomon Islands— 
70%–80% for upper-end accommodation, and 10%–40% for 
that provided by local tourism operators (Strongim Bisnis n.d.). 
In Fiji, annual occupancy is a strong 60% in the tourist hubs of 
Nadi and the Coral Coast and only 23% in the outer islands 
(Tourism Fiji, unpublished data).

Marketing is a challenge for many small, locally-owned 
tourism businesses. Rural accommodation providers are often 
local families. They have no formal training or much knowledge 
of marketing or online travel agents (OTAs). They are unable to 
accept bookings online or payment by credit card. An estimated 
70% of Solomon Islands accommodation providers in Western 
Province do not promote their business via wholesalers or OTAs 
(IFC 2018a). Wholesalers often sell only a narrow selection of 
properties in any case. This results in little marketing of smaller 
providers, occupancy rates lower than they might be otherwise, 
and a lack of choice for visitors.21 OTAs, in addition, can charge 
commissions that are prohibitively high—up to 25%. In the 
Cook Islands, where local businesses are not legally able to 
charge a credit card surcharge and online travel agents provide 
no mechanism to add an administration charge, local providers 
must absorb credit card fees themselves. By forcing local 
providers to also absorb credit card fees, this further reduces 
their profits.22

Poor links with the sector deprive local primary producers 
of the full benefits of tourism and create significant 
economic leakage. Studies in Fiji, Samoa, and Vanuatu have 
all revealed weak linkages between domestic food producers 
and the countries’ tourist hotels and restaurants. The large 
accommodation properties in Samoa import almost 70% of 
their food and beverage by some estimates (Samoa Tourism 
Authority [STA] 2014), while imports make up as much as 
54% of the fresh produce procured by hotels and restaurants in 
Vanuatu (IFC 2015). Imported meat, seafood, dairy products, 
fruits, vegetables, packaged juice, and other fresh produce are 
used to meet 52% of demand in Fiji’s tourist areas (IFC 2018b). 
It has been suggested that greater focus on local supply chains, 
particularly for staple food items such as fish and vegetables, 
could limit imports to 25% of the tourism sector’s supply in 
Samoa (STA 2014).



23

SECTION ONE: PACIFIC TOURISM REGIONAL ASSESSMENT

 F. TOUR OPERATORS

Pacific DMCs offer a robust range of tour options and tour 
operators. Not surprisingly, most of this touring involves the 
sea. Diving, snorkeling, fishing, island day trips—and, in some 
DMCs, whale watching—are popular throughout the region. 
Tonga has at least 20 commercial tour operators that give 
tourists the opportunity to see whales up close in their natural 
habitat or to swim and dive with humpbacks. Cultural tours are 
also popular. These can include trips to sample local cuisine, 
visit villages, and view dance, music, and other kinds of local 
performances. Guided tours of World War II battlefields and 
relics are offered in a number of DMCs, as are hiking, walking, 
and biking nature tours. In Vanuatu, tours of the famous Mount 
Yasur volcano on Tanna are a drawcard. The Kokoda Track in 
PNG is internationally famous and features at least 27 tour 
operators and in excess of 5,000 hikers annually.

The number and type of tour operators vary according 
to DMC size and tourism market development. The more 
established tourism economies such as Fiji can offer variety. 

Some Fiji tours are run by small family businesses, others by 
large outfits that employ more than 200 local people and 
provide multi-destination itineraries. Tour operators can be 
in short supply in some small destinations. A lack of qualified 
diving instructors is a problem that stymies the potential of 
a high value market. Dive instructors in the Marshall Islands’ 
capital city of Majuro often struggle to cope with demand 
during international conferences and other busy periods. 
Tours in Nauru and Tuvalu are often operated informally and 
arranged by the accommodation provider. In more challenging 
destinations, such as PNG, many tourists choose to use 
international tour operators, including larger providers such as 
Intrepid Travel.

Some Pacific DMCs regulate their tour industries, but others 
do not. In Palau, for example, providing tour services, including 
land transport and boat tours, is reserved for Palauans. Guides 
must be licensed. To protect the marine ecosystems, they 
must also adhere to environmental standards, such as those 
governing boat mooring locations. By contrast, the tour industry 
is unregulated in the Cook Islands and the government does not 

Beach fales, Samoa.
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keep records on the number of tourism operators in the country 
or what kind of tours they run. 

Although many DMCs are moving toward greater regulation, 
enforcement can be challenging. Palau’s Bureau of Tourism 
has worked to improve its tour and boat operator accreditation 
processes after it found several operators not complying with 
regulations. The number of licensed whale operators in Tonga 
has grown substantially despite the failure of many to meet the 
Whale Watch Association (WWA) standards. One result has 
been regulation breaches—such as too many swimmers in the 
water with whales at one time. This has in turn raised concerns 
about potential impacts on the whales’ breeding patterns 
(Fiori et al 2019) and thus the long-term viability of one of 
the country’s most important and lucrative tourist attractions. 

23  Palau, FSM, and PNG are the only Pacific DMCs that do not have joint ownership of USP. Tokelau is a USP member country, and a joint owner of USP, but is not a Pacific DMC of ADB.

The chamber of commerce and the government now support 
training for both skippers and tour guides. 

 G. LOCAL TOURISM EXPERIENCE AND EDUCATION

The University of the South Pacific (USP), the region’s 
preeminent tertiary institution, offers a comprehensive 
variety of tourism and hospitality courses. Most subjects 
are covered at the undergraduate, graduate diploma, and 
postgraduate levels in-person at Fiji’s Laucala campus or via 
print or blended mode at USP campuses across the region. USP 
is jointly owned by the governments of 12 Pacific countries, 
including 11 Pacific DMCs, who each have a domestic campus.23 
Half of the DMCs also have a national university or college, and 
they usually offer diploma or degree courses in tourism. 

Tourists try out kayaking in Palau. 
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Education in tourism-related vocations is mainly available 
through the Australia Pacific Training Coalition (APTC). 
APTC offers Australian-recognised certificates in tourism, 
commercial cookery, and hospitality and has campuses in 
five Pacific DMCs—Fiji, PNG, Samoa, Solomon Islands, and 
Vanuatu. It is also partnered with local providers in Kiribati 
and Tonga. There is a mix of local government-supported and 
privately owned vocational providers in eight DMCs. Pacific 
islanders can gain international work experience and training 
through overseas seasonal worker programs, mostly in Australia 
and New Zealand. Tourism and hospitality placements are 
available to citizens of eight Pacific DMCs under a Government 
of Australia Pacific labor scheme.

DMC private sectors often help build their countries’ 
hospitality and tourism skills. This training is usually not 
formally accredited and focuses on the backroom operations of 
the tourism business—working on an online reservation system, 
for example. National chambers of commerce frequently 
supplement accredited tourism training with workshops and 
additional skills development. A blended skills training approach 
has proven successful in developing the business skills of 
tourism operators, particularly in rural areas. The Australian-
funded “Skills for Tourism” program through Vanuatu’s 
provincial Skills Centres24 provides both training and mentoring 
in such areas as bookkeeping and social media to support 
operators in the country’s rural and remote areas.

Perceptions of the value and standing of a tourism vocation 
differ between Pacific DMCs. People in Fiji and Vanuatu 
believe it provides a variety of career paths and offers a better 
life and working conditions than traditional agriculture. The 
stability and benefits of employment in the public sector are 
preferred in Palau. Many people in the Polynesian nations of the 
Cook Islands, Samoa, and Tonga consider tourism jobs to be 
low-skilled and low-paid. Tourism is sometimes looked down on 
as a palangi (foreigner) industry in Tonga, and not one in which 
it is proper for Tongans to work or make a career (Government 
of Tonga, Ministry of Tourism 2013 and 2017). People in the 
Cook Islands and Niue tend to make distinctions depending on 
the perceived status of the work involved, with such vocations 
as airline pilot and running a tourism business viewed favorably 
(Cook Islands Tourism Corporation and Jenkins 2019).

The full range and extent of the opportunities offered 
by tourism are not yet fully understood in some DMCs. 
Stakeholder workshops in the Marshall Islands found that 
most participants—from high-level government officials to 

24  The program is part of the Vanuatu Skills Partnership and implemented in conjunction with the Government of Vanuatu

residents of small outer island communities—do not grasp the 
full extent of tourism’s potential benefits. Many schoolchildren, 
particularly in emerging tourism economies such as PNG and 
Solomon Islands, are not aware of the many employment 
opportunities tourism provides beyond simply working in a 
hotel. This can complicate the promotion of tourism as a career 
and lead to low enrolment rates. Several Pacific DMCs plan to 
incorporate tourism education into their primary and secondary 
school curricula as a way to inspire students to consider tourism 
careers from an early age.

Outmigration can drain DMCs of tourism graduates. A 
negative side-effect of the free associations between Pacific 
countries and larger developed economies is the potential for a 
brain drain that reduces the pool of qualified and experienced 
workers in all sectors, including tourism. These associations 
include the agreements of the Cook Islands and Niue with New 
Zealand; and the FSM, the Marshall Islands, and Palau with 
the United States. Free association positives from the point 
of view of DMC tourism development are the educational 
opportunities and valuable work experience DMC workers gain 
overseas. However, permanent outmigration can result. For 
example, few tourism employment openings and low wages in 
the FSM have encouraged many of the country’s skilled tourism 
graduates to migrate, particularly to the US territory of Guam, 
where FSM citizens can work freely and there is ample tourism 
employment. Few tend to return home permanently. 

The tourism jobs available are not, for various reasons, 
always filled by a DMC’s citizens. Tourism represents 45% 
of total employment in Palau, but only a quarter of tourism 
positions are held by Palauans (Graduate School USA 2019a). 
A similar situation exists in the Cook Islands. The open access 
to work in New Zealand provided to that country’s workers has 
driven up local tourism wages, which has in turn made the Cook 
Islands industry an attractive destination for foreign workers 
from Fiji, Indonesia, and the Philippines. Counterintuitively, this 
reliance on foreign labor is especially problematic in nations 
with high unemployment rates—including the Marshall Islands, 
where only 30% of the working aged population has paid 
employment. However, tourism businesses still say it is hard to 
find individuals locally to fill openings. This applies not only to 
positions requiring advanced qualifications and training, but 
also to entry-level waiting and retail staff jobs (ADB n.d.d.). 

Tourism education in the Pacific does not always provide the 
skills the industry needs. Many national training providers have 
been criticized for poor-quality instruction or having outdated 
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equipment, learning resources, and technology. Some of the 
local hospitality and tourism trainers lack suitable experience 
and knowledge of employer expectations and so produce 
graduates who are unprepared for industry and struggle to meet 
employers’ needs. A recent government report in Kiribati found 
that 62% of accommodation employees needed additional 
skills training in hospitality, cookery, housekeeping, front desk 
services, and online marketing and promotions (TAK 2020a). 
DMC tourism business operators, meanwhile, who are often 
local families, can fall behind in terms of skills and the latest 
know-how because they cannot afford the costs of fees and 
travel to distant training institutes. 

More and better education is also needed to help Pacific 
Islanders become tourism managers and executives. Fiji has 
an established tourism industry and a culture of hospitality, 
but the highly paid industry executives are mainly expatriates 
and the support staff mainly Fijians. This is an issue in Palau as 
well, which does not offer university-level studies in tourism or 
business despite its thriving tourism industry. Palau’s chamber 
of commerce is advocating improvements to the country’s 
onshore business education system as a result. 

Despite this, the tourism sector is an important employer of 
women in leadership positions. New research conducted by 
the Pacific Private Sector Development on women’s business 
leadership in the Pacific shows that tourism has the highest 
representation of women in leadership out of the 12 sectors 
covered by the study, including on boards and as chief executive 
officers. While the sample of tourism organizations is small 
(11) and predominately covers tourism industry associations, 
the data show that women are well represented as board chairs 
(18%), directors (28%), CEOs (50%) and senior management 
personnel (45%) at rates significantly higher than other 
sectors and Pacific regional averages (Pacific Private Sector 
Development Initiative 2021).

Government and business need to collaborate on matching 
the skills supply with the industry’s demand. Suggestions 
for doing so have included the creation of coordinated 
national workforce development plans. It is important for the 
development of sustainable and inclusive tourism sectors, and 
the equipping of DMC citizens with the skills they need for 
good jobs at all levels of the industry, that tourism businesses 
be involved to ensure education curricula are relevant and meet 
the industry’s demands. Stronger linkages between educational 
institutions and the labor market are also vital. These can be 

25   The Office of Commerce, Investment and Tourism (OCIT) is now responsible for tourism policy, planning and marketing in the Marshall Islands. In 2018, the Marshall Islands Visitor Authority  was 
merged with the then Office of Commerce and Investment, to create a single department—OCIT.

achieved through work placements, internships, and mentoring. 
Initiatives such as the Skills for Tourism program in Vanuatu 
have been valuable in bringing education and training to  
remote and rural areas and these could be replicated in other 
Pacific DMCs.

3.    GOVERNMENT: TOURISM POLICY, PLANNING, 
AND MARKETING

 A. TOURISM GOVERNANCE

All 14 Pacific DMC governments recognize tourism. All of 
their national development plans discuss the industry’s growth 
potential and role in sustainable development, to varying 
degrees. Tourism is seen to offer good prospects for broad-
based economic growth in the emerging tourism economies of 
the FSM, Kiribati, and Tuvalu. In some DMCs, where tourism 
is already well-established, its risks are emphasized alongside 
its importance. Palau’s Pathway to 2030 (Government of 
Palau 2019), for example, noted in 2019 that heavy reliance 
on tourism can make the country and its people vulnerable to 
external economic volatility. 

Ten Pacific DMCs have established a statutory authority 
to manage certain aspects of tourism. These authorities are 
generally mandated by legislation such as a tourism act and 
report to a tourism board. Statutory authorities are widely 
regarded as a good way to achieve flexible, autonomous, 
and accountable management in the sector. Their precise 
functions, and their effectiveness, vary by DMC. In the Cook 
Islands, Kiribati, Niue, PNG, and Samoa, they are responsible 
for all aspects of tourism policy, regulation, and marketing. In 
Fiji, Palau, Solomon Islands, Tonga and Vanuatu, the authority 
takes the lead only on destination marketing while tourism 
departments or units housed within a government ministry 
manage policy and regulation. 

Statutory tourism authorities are less common in small 
tourism economies. The governments in the FSM, the Marshall 
Islands, and Tuvalu use specialized ministry units for tourism 
policy, regulation, and marketing. The tiny island nation of 
Nauru has a tourism board mandated in 2019 to report directly 
to the President. A visitor authority set up in the Marshall 
Islands in 1997 to support tourism was folded back into 
government in 201825 due to resource constraints. 

There is no established best practice or structure for 
tourism governance. However, a separation of marketing 
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from regulation is often suggested, based on the argument 
that this clearly delineates distinctive tourism responsibilities 
and can improve public–private partnerships. The Tonga 
Tourism Authority, for example, was re-established during the 
pandemic to support marketing efforts and improve private 
sector coordination through support to industry associations. A 
separation between marketing and regulation works well in Fiji, 
where a department within the Ministry of Commerce, Trade, 
Tourism and Transport regulates the tourism industry, allowing 
the separate statutory authority, known as Tourism Fiji, to focus 
solely on marketing.  Large countries such as Australia use 
similar approaches at both national and subnational levels. 

 B. TOURISM STRATEGY AND TARGETS

The tourism sector strategies of the 14 Pacific DMCs 
can differ significantly in scope and ambition but have 
many common themes. These include the need to improve 
marketing, product and niche market development, human 

resources, infrastructure, and industry partnerships. Providing 
support and a better enabling environment for foreign 
investment is also often prioritized. Sustainability is addressed 
in every strategy and is a particular focus for the Cook Islands, 
Niue, Palau, and Vanuatu. All four have their own sustainable 
tourism frameworks. The Vanuatu Sustainable Tourism Policy 
for 2019–2030 is an example. It highlights the importance of 
improving data, developing carrying capacity targets for tourism, 
strengthening local product sourcing, and investing in green 
infrastructure.

Most Pacific DMC tourism strategies set visitor arrival 
targets. However, when not firmly based on past performance 
or sound future indicators, these can be overambitious. The 
Papua New Guinea Development Strategic Plan for 2010–2030 
sets a target of 1.5 million visitors annually by 2030 even 
though this would require unlikely year-on-year growth of 
12%. Actual evaluation of progress toward such targets is often 
limited, as are actions and remedies when progress falls short. 

Cruise ship, Dravuni Island, Fiji.
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External consultants write some of these strategies—more 
commonly but not exclusively for small economies. In some 
cases, consultation can appear to have been weak, which has 
resulted in misalignment with government policies or a failure 
to provide pathways for implementation or evaluation. Such 
strategies can make large budget and resource demands that 
the top levels of government are reluctant to meet.

When setting strategic goals, some Pacific DMCs look 
beyond the basic arrivals number. The more environmentally 
conscious nations of the Cook Islands, Kiribati, Niue, and Palau 
are more determined to increase visitor yield than gross tourist 
arrivals. Samoa’s government has developed targets for higher 
employment and occupancy rates.26 Despite the importance 
of sustainability to the future of the Pacific DMCs, few of their 
strategies include sustainability indicators. The Cook Islands is 
one of the exceptions. Its strategy concentrates on how tourism 
improves performance on a series of indicators of the well-
being of its people. This is regularly measured through visitor, 
business, and community surveys. 

26  The Government of Samoa’s (2016) development strategy advocates a 6% growth per annum in tourism employment and the occupancy rate increase to 60% by 2020.
27   For example, the Government of Papua New Guinea, Department of National Planning and Monitoring (2018) reported 212,456 visitor arrivals in 2017. PNG’s official tourism data lists total 2017 

arrivals at 181,840.

Better DMC decision making often requires better data 
collection. Many countries have systems that cannot reliably 
collect even basic arrivals data. These processes are often 
still paper-based, and mistakes are frequent. A recent study 
uncovered problems with lost air arrivals cards, data entry 
issues, and scanning errors that cast doubt on the accuracy 
of Vanuatu’s visitor arrivals data (IDEEA Group 2020). As it 
attempted to measure progress toward its ambitious visitor 
target, the Government of PNG found that its statistics did not 
line up with its arrivals data.27 Arrival numbers have been on the 
decline for many years in the FSM, but the precise extent of this 
decline and its nature in terms of source markets and purpose 
of visit is not known, making it difficult to develop an effective 
and evidence-based response and strategy. 

Poor data collection also prevents a deeper understanding 
of the wider impacts of tourism. The failure of many DMCs 
to gather tourism-related data on such environmental 
sustainability indicators as changes in land cover, water 
usage, and waste management makes it difficult for them to 
appreciate the full costs of the industry in terms of their fragile 

Cascades, Vanuatu.
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natural environments and stresses on public infrastructure 
(IDEEA Group 2020). In addition, the lack of an effective 
methodology to measure the economic impacts of tourism 
leads to uncertainty about its actual benefits—such as the 
part it plays in employment and GDP. In the Cook Islands, for 
example, estimates of tourism’s contribution to GDP range from 
48% to 87% (cited in IDEEA Group 2020). Work is underway 
to improve the collection and analysis of tourism statistics in 
the Pacific. In 2020, SPTO, with the support of donor partners, 
commissioned an assessment of the key policy and statistical 
challenges for the region, which informed the Pacific Tourism 
Statistics Strategy, launched in mid 2021 (SPTO 2021).  

 C. TOURISM LICENSING AND REGULATION

The industry affects and/or operates in sectors across the 
economy, making its performance subject to numerous 
laws and regulations. This is compounded in DMCs that 
incorporate sub-national government. There are at least seven 
different pieces of legislation in Fiji,28 even though only two—the 
Tourism Fiji Act and the Hotel and Guest Houses Act—are 
related to tourism directly. Tonga’s Births, Deaths and Marriage 
Act weighs on the potentially lucrative destination wedding 
market by requiring at least one spouse to have resided in 
Tonga for a minimum of 16 months. The Ministry of Tourism is 
hoping to have it revised. The Government of Fiji has proposed 
development of a new tourism industry act (Government of 
Fiji, Ministry of Industry, Trade and Tourism 2019) that would 
amalgamate all tourism-related legislation.

Legal frameworks have not always kept up with industry 
changes and are sometimes no longer relevant. This is 
particularly true of Fiji, where tourism has expanded and 
evolved rapidly. The 1973 Hotel and Guest Houses Act, for 
example, requires a lease to be held for any property seeking 
a hotel license even though this is impossible for community-
based organizations operating within a village. PNG is one of 
several Pacific DMCs intending to update its tourism legislation. 
Modifications to its 1993 act will enable the Tourism Promotion 
Authority (TPA) to better fulfill a role and responsibilities that 
have transformed since the legislation was written. The TPA 
will be authorized to license tourism operators, set standards, 
enforce compliance, and generally regulate the industry. 
Revenue generation to support the TPA marketing budget will 
also be introduced through such means as tourist taxes. 

The pros and cons of various regulatory approaches are 
illustrated by differences across the Pacific. The Cook 

28  Includes the Tourism Fiji Act 2004, the Hotels and Licencing Act 1973, the Superyacht Charter Act 2010, the Surfing Areas Act 2010, the Film Fiji Act 2004, the Foreign Investment Act 1999, and 
the Investment Fiji Act 2011.

Islands tourism industry was deregulated in 1998. All tourism 
operations now fall into the general business regulatory 
framework and are registered like any other enterprise through 
the Ministry of Justice. This lightens the burden on businesses 
but also limits the government’s control over the nature and 
direction of tourism growth. By contrast, Vanuatu’s tourism 
businesses must meet minimum standards to earn accreditation 
and a permit from the Department of Tourism before obtaining 
a business license to operate. These requirements are 
intended to better regulate the industry and raise the quality 
of the country’s tourism product but can also be costly and 
time-consuming. Regulatory mapping of the Pacific tourism 
industry could inform a best practice approach by identifying 
opportunities to streamline process and separate regulatory and 
sector promotion functions.

Cumbersome regulation can hurt existing businesses and 
deter investors from opening new ones. Tourism has grown in 
Fiji, but the country still has a challenging regulatory environment 
for starting and operating a business (ADB 2013). Obtaining 
all the separate approvals and licenses required from various 
regulatory bodies before opening a new hotel operation can 
take several years. Existing operators such as accommodation 
providers must prove compliance with fire, health, and 
occupational health and safety standards in person rather than 
through a representative and personally attend hearings in Suva 
for liquor and hotel licensing permits. Because these processes 
rarely distinguish between the different types and scales of 
operations, they favor large operators with large resources and 
disadvantage the country’s small, family-run enterprises. Women 
face additional challenges in navigating complex registration 
processes due to generally lower levels of business skills and 
financial literacy, lack of confidence and experience dealing with 
institutions, and fewer business networks (ADB 2018). 

The surging online and short-stay home rental market poses 
licensing, regulation, and tax revenue challenges. Current 
business licensing approaches may not be adequate to capture 
the holiday home rental operations that have proliferated across 
the Pacific DMCs through advertisements on such platforms 
as Airbnb. Aside from regulatory difficulties, this can cost 
governments much needed revenue, since unlicensed and 
unregistered properties owned by foreigners or locals residing 
overseas may not pay any of the generally required fees and 
taxes. This in turn can create friction with the industry’s large 
businesses, which are paying what is due and abiding by what 
may sometimes be stiff and costly regulatory requirements.
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DMCs could strengthen regulation and help tourism 
businesses by adopting digital technologies. Licenses are 
still processed manually and on paper in many of the Pacific 
countries. The same is true in registration and regulation. Going 
digital would streamline these procedures, helping existing 
businesses of all types and encouraging prospective investors 
and entrepreneurs to open new businesses. Economies of 
scale could be achieved by hosting data on existing and future 
business registry platforms. Knowledge sharing between DMCs 
on this and the differing approaches to tourism regulation and 
licensing could inform the development of individual DMC-
level reforms and regional best practices. 

Setting minimum standards helps deliver quality tourism 
services. More than half the Pacific DMC national tourism 
offices have a minimum standards program to improve operator 
performance and achieve industry-wide consistency. The 
standards are mostly voluntary, but compliance is incentivized 
by the promise that a business will be better promoted through 

official destination websites and social media. The Mauri Mark 
standards in Kiribati were initially designed for accommodation 
providers but subsequently extended to restaurants, bars, 
and crafts and dive operations involved in tourism. Samoa 
sets minimum standards and criteria for five accommodation 
types—deluxe, superior standard, standard, budget, and fale—
and enforces them through annual inspections. Properties 
that fail to comply are immediately removed from the Samoa 
Tourism Authority’s destination website. 

A few DMCs have also developed eco-standards. Tourism 
operators aiming to meet these minimum benchmarks in the 
Cook Islands can apply for Mana Tiaki Eco Certification and, 
after a successful official green assessment, use an eco-
certified logo in their promotion activities. Niue’s minimum 
standards for marine tour operators are designed to encourage 
not only an improved visitor experience, but also sustainable 
environmental practices. Palau’s more stringent measures 
illustrate its firm commitment to sustainability and are enforced 

Table 8: Tourist Visa Requirements, 2019

Source Market

Country Australia
New 

Zealand
United 
States

People’s 
Republic of 

China Japan
Republic of 

Korea
Taipei, 
China

European 
Union

Other 
Pacific

Cook Islands         

Federated States of 
Micronesia         

Fiji         

Kiribati^    $^     

Marshall Islands    $     

Nauru $ $ $ $ $ $  $ 

Niue         

Palau         

PNG    $     

Samoa         

Solomon Islands    $^     

Tonga       $  

Tuvalu         

Vanuatu         

= visa-free entry, free visa in advance, or free visa on arrival. $=  paid visa. ^ = potential to change due to diplomatic shift to People’s Republic of China.
Source: Pacific Private Sector Development Initiative.
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through legislation. The country’s 2018 Responsible Tourism 
Education Act bans reef-toxic sunscreens, mandates the use of 
alternatives to disposable plastic and polystyrene, and requires 
incoming aircraft and vessels to distribute information on 
Palau’s environmental policies before passengers disembark.

 D. TOURIST VISA POLICIES

The majority of Pacific DMCs offer leisure visitors visa-free 
entry or a free visa on arrival. This applies to most major source 
markets, with some exceptions for tourists from the PRC and 
Taipei,China depending on diplomatic relations and reciprocity 
(Table 8). Given the cost and demands of travel, the existence 
or absence of a tourist-friendly visa regime can influence which 
country a tourist decides to visit. The permitted length of stay 
for a leisure traveler varies across the region, with 30 days the 
most common, 90 days permitted by Samoa, and 4 months the 
ceiling in Fiji. A DMC’s visa policies tend to reflect the type and 
closeness of its diplomatic relations. For example, while they 
allow tourists of most nationalities to stay 30 days, Palau and the 
Marshall Islands permit citizens of the US to remain for a full year. 

29  Visitors from the United States and large parts of Asia are not eligible for this “simplified procedure” and are required to submit a criminal record certificate and a certificate of medical fitness with 
their visa application.

Nauru and PNG have the Pacific region’s most restrictive 
visa policies. PNG offers a visa on arrival for passport holders 
from 72 jurisdictions. But would-be visitors who are citizens of 
ineligible nations, including some from Asia, Eastern Europe, 
and the Middle East, must not only wait up to 6 weeks for their 
visa application to be processed, but also go without their 
passports during these periods. This often proves undesirable 
or unfeasible for potential tourists (IFC 2018c). Citizens of 
Australia, New Zealand, and the European Union wishing 
to visit Nauru must request a tourist visa in advance and are 
charged a A$50 fee.29 The Nauru immigration agency’s manual 
process and associated inefficiencies mean that approval can 
take up to 3 months (Nauru Consulate in Brisbane, Australia, 
consultation with author, 2020). 

 E. TOURISM TAXES

Tourism is a good government revenue source, but taxes must 
be applied wisely. An airport departure tax is the most common 
way for Pacific DMCs to collect revenue from their tourists 
(Table 9). Other options include arrival and bed levies and user 

Table 9: Tourism Taxes in the Pacific, 2019

Country
Arrival Tax 
(visa fee)

Departure Tax
Turnover Tax 

(bed levy)
User Fees  
(per site)Airport Cruise Yacht 

Cook Islands  

Federated States of Micronesia a  $

Fiji   c $

Kiribati * a 

Marshall Islands * a 

Nauru ^ 

Niue  

Palau  b  $$

PNG *   $$

Samoa  $

Solomon Islands *  b  $

Tonga *  

Tuvalu    $$

Vanuatu a  $$

* = fee payable for citizens of select countries only, ^= payable for all countries excluding select Pacific Islands and Taipei,China, a = domestic departure tax also payable, b = charged on 
arrival, c = Environment and Climate Adaptation Levy.
Source: National immigration and airline websites; country consultations; https://www.noonsite.com (yachts); visitor information websites (site fees).
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fees at tourist attractions. The region’s governments vary in their 
approaches but must be careful to choose types and levels of 
taxation that lie between those that may discourage undesirable 
or low-spend tourists at one end and make the destination seem 
too expensive or poor value at the other. 

Arrival taxes and visa fees are rare and usually limited 
to travelers from a few countries for particular reasons. 
Examples include visa fees imposed due to diplomatic 
relationships—for example, those set by some DMCs for 
citizens of the PRC or, in the case of Tonga, Taipei,China. 
Nauru’s practice of charging the citizens of most countries 
visa fees can be partly explained by the fact that up to 80% 
of arrivals are business travelers who tend to view this as a 
business cost. However, combined with lengthy processing 
times and the largely fee-free visa regimes of most of its DMC 
Pacific neighbors, this is likely to deter potential tourists.

The airport departure taxes charged by most DMCs are 
usually incorporated into airline ticket prices. Governments 
in the small tourist economies keep these fees fairly low, e.g., 
$15–$20. Palau’s $100 tax is known as the Pristine Paradise 
Environmental Fee and is meant to help offset the impacts 
of tourism on the country’s environment. It may also ease 

30  In July 2020, under the budget’s COVID economic stimulus, ECAL was halved from 10% to 5% and the threshold increased from F$1.25 million to F$3 million. 

environmental effects by discouraging low-spend visitors and 
limiting the tourism footprint overall in terms of numbers while 
also boosting per-tourist yield. Cruise visitors are generally 
spared a departure tax. Kiribati, one of only two DMCs currently 
imposing one, charges $10 per head (up from $6 in 2019) (TAK 
2020a) to capture more tourism revenue in its otherwise low-
spend market. The departure taxes applied to yacht visitors by 
some DMCs range from $10 in the Marshall Islands to NZ$80 
in Niue. 

Other revenue sources include bed levies and taxes on 
tourism businesses. The turnover taxes or bed levies charged 
by five DMCs generally range from 10% per room per night 
(Solomon Islands and Tuvalu) to 12% (Palau). Vanuatu’s tax 
has varied over the years between per bed unit levies and 
percentage taxes. Solomon Islands and Vanuatu use their 
bed levy revenue to finance the governments’ destination 
marketing. Fiji currently imposes a 5% Environment and Climate 
Adaptation Levy (ECAL) on any tourism-oriented business with 
annual revenue of more than F$3 million. Down from 10% due 
to the effects of the pandemic, ECAL was introduced in 2017 
to fund projects to protect the environment from tourism and 
reduce the industry’s carbon footprint.30

Resort, Coral Coast, Fiji.
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Collecting these taxes and dealing with industry pushback 
and criticism of how they are used can be challenging for 
DMC governments. Many tourism operators in Solomon 
Islands and Vanuatu question whether bed levy revenues, 
meant to fund the government’s destination marketing efforts, 
are being used effectively or transparently enough. Some simply 
avoid paying the taxes, a problem not easily solved due to weak 
enforcement and poor incentives. Since a 2018 study reported 
that 60% of ECAL revenues were going toward infrastructure 
development, Fiji’s operators have also questioned the validity 
of the tax and extent to which the funds collected are actually 
spent to strengthen sustainability (Government of Fiji 2018). 
Bed levies and turnover taxes can, like any other tax, make 
businesses less cost-competitive. Prior to the COVID-19 
pandemic, ECAL was added to a 9% government value-
added tax and a 6% service turnover tax,31 creating a high 
overall taxation burden that can limit both investment and 
reinvestment in the sector.

Charging for access to such attractions as World Heritage 
sites can generate revenue and help protect valuable tourism 
assets. Tourists are required to purchase permits to visit Palau’s 
Rock Islands ($50) and Jellyfish Lake ($100). Aside from the 
revenue they produce for Koror State, these relatively high 
entrance fees deter low-spend visitors and reduce tourist 
volume stress in two fragile natural areas. The same applies to 
two sites in other DMCs where governments and landowners 
benefit from substantial revenue. Entry to Tuvalu’s Funafuti 
Marine Conservation Area costs A$70, and a permit to go on 
PNG’s Kokoda Track K350 ($100). 

Free, cheap, and/or unrestricted access for tourists can have 
high economic and sustainability costs for Pacific DMCs. 
Many of the natural and cultural activities for visitors in the 
small tourism economies—such as walking, swimming, and 
bird watching—are available free of charge. Aside from capping 
visitor spend and yield, this can lead to an overtaxing of the 
environmental and infrastructure carrying capacity of small 
countries such as Niue.32 Other destinations, such as FSM, may 
not impose charges or undervalue their assets by setting them 
too low. Tourists can visit the country’s World Heritage-listed 
Nan Madol Ceremonial Centre in Pohnpei by paying small 
amounts of less than $10 to landowners. Potential government 
revenue is foregone as a result, and the need to make multiple 
payments to multiple landowners can detract from the tourist 
experience. In addition, there is no charge for, or even regulation 

31  In July 2020, under the budget’s COVID economic stimulus, the service turnover tax was removed.
32  The Niue Tourism Office has been investigating ways to increase paid tourist activities; one recent initiative is locally guided Astro-tours of Niue’s Dark Skies.
33  Known as Palau Visitors Authority, Solomon Islands Visitors Bureau, Tonga Tourism Authority, Tourism Fiji, and Vanuatu Tourism Office.
34  Research undertaken by Solimar International towards development of the new PNG tourism strategy.

of, tourists’ access to FSM’s historical sites, which could pose 
a long-term threat to fragile monuments (SPREP 2019b). The 
Nan Madol Ceremonial Centre has already been determined by 
UNESCO to be “in danger.”

 F. TOURISM MARKETING

DMC governments accord different levels of priority to 
destination marketing. Five—Fiji, Palau, Solomon Islands, 
Tonga, and Vanuatu—have set up dedicated authorities 
with primary mandates to promote their tourism industries 
internationally.33 Such marketing is left to the overall tourism 
authorities in the Cook Islands, Niue, Kiribati, PNG, and Samoa; 
and managed by a government tourism department or ministry 
in the FSM, the Marshall Islands, and Tuvalu. Nauru does no 
tourism marketing at all. 

Despite evidence of good potential returns, marketing budgets 
are often too small. They range from less than $100,000 in small 
tourism economies to tens of millions in Fiji. Budget constraints 
continue in many DMCs even though other countries, including 
PNG, have shown that comparatively modest expenditures on 
marketing, if well-placed, can greatly raise destination awareness 
internationally. PNG experienced a sharp increase in arrivals in 
2014 after launching its “A Million Different Journeys” brand 
campaign. The country’s marketing budget increase in 2019 is 
estimated to have returned an additional $5 in visitor spend for 
every $1 the government invested.34 

DMCs have difficulty differentiating from one another. 
Many offer similar experiences—such as marine tourism and 
warm hospitality—and compete for the same source markets.
Samoa found that prospective visitors saw not much difference 
between it and other Pacific island countries and believed 
there was little else to do beyond the activities available at the 
beach (STA 2013). Differentiation is even more of a challenge 
for small DMCs with scant marketing resources. With four 
state tourism offices, each marketing only its state, the FSM 
has created a fragmented image of itself abroad and little 
recognition as a country-wide destination.

Destination branding can help. Eleven DMCs have destination 
brands that attempt to convey their unique attributes. Fiji’s—
”where happiness finds you”—aims to expand the country’s 
image as a tropical paradise to one that includes cultural and 
environmental tourism experiences and distinctive hospitality. 
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Other branding examples include “Beautiful Samoa,” which 
attempts to reach further than the beach tourist by building on 
the country’s rich culture and storytelling past. Palau’s “Pristine 
Paradise” spotlights the country’s focus on sustainable tourism 
and the importance and protection of its natural environment. 
The FSM, the Marshall Islands, and Nauru are the three Pacific 
DMCs without a destination brand. However, the FSM and 
the Marshall Islands have both expressed interest in brand 
development to help grow their tourism industries.

All but 1 of the 14 Pacific DMCs have official websites 
of varying quality and usefulness to attract tourists to 
their destinations. The sites put up by the Cook Islands, 
Fiji, and Samoa describe the visitor experience and provide 
comprehensive current information on accommodations  
along with travel tips. Niue has both an official website, 
which helps visitors navigate the island and connect with 
local businesses, and an app— the Go! Niue App—which 
complements the website and was launched by the chamber  
of commerce in 2018. Other websites, such as Tonga’s, 
are more rudimentary and not always up to date. Nauru is 
alone in not offering potential visitors basic information on 
accommodation and tourist activities through a destination 
website. 

Digital marketing is growing. Tourism Fiji’s brand campaigns 
are now largely digital and emphasize video content. The  
shift towards digital marketing by Samoa, the Cook Islands, 
Niue, PNG, Vanuatu, and other DMCs with more established 
tourism industries is due to its greater cost-effectiveness in 
reaching target source markets. Smaller players still rely on the 
old routes of participation in international tourism and travel 
events and trade shows. More than half of the Marshall Islands’ 
$120,000 annual marketing budget is spent on attending 
overseas gatherings, meetings, and conferences (Government 
of the Marshall Islands 2019). Tuvalu markets its destination 
primarily by developing promotional materials for international 
trade shows. 

Prior to the COVID-19 pandemic, Pacific DMCs had started 
looking beyond their two main source markets of Australia 
and New Zealand toward Europe, the US, and Asia. This 
would help offset the seasonality of the Australian and New 
Zealand markets. Additionally, the longer-haul Northern 
Hemisphere visitors tend to stay in the country longer. The 
Cook Islands, for example, has been encouraging US tourists to 
visit through targeted marketing and by underwriting Air New 
Zealand’s Rarotonga–Los Angeles service. 

The potential for more tourism from the PRC is evident in 
some DMCs already. Fiji has been reporting strong growth, 

particularly during the Chinese New Year period in February 
when it provides welcome relief from the seasonal slowdown of 
Australian traffic. Samoa has begun focusing on this still largely 
untapped resource by appointing a PRC market representative 
and hosting China Ready workshops to help operators prepare 
to service more PRC tourists. Researchers have suggested that 
the DMCs need to be strategic in pursuing the PRC market and 
determine whether the tourism experience and amenities they 
currently offer match PRC visitor wants (Cheer et al 2018). 
Although the state of each DMC’s relationship with the PRC 
can certainly play a part, it is not always clear why tourism from 
the PRC can gravitate toward a particular Pacific country or 
fall off. Despite no active marketing by the Pacific DMC, the 
numbers of PRC visitors to Palau surged to a peak of almost 
90,000 in 2015 and topped those of the other Pacific DMCs 
over the 2014–2017 period. 

4.   PRIVATE SECTOR: ORGANIZATION AND 
CHALLENGES

 A. SECTOR ORGANIZATION AND ADVOCACY

The private sector is the backbone of tourism in the Pacific. 
Tourism-related businesses account for a large share of many 
of the DMCs’ private sectors. Almost half of the working age 
population in the Cook Islands either work in or own tourism 
sector businesses. In Niue,  about 65% of all private enterprises 
are tourism related (TRC Tourism n.d.). Foreign ownership is 
high in the main tourism economies, such as Fiji and Palau, but 
the majority of the businesses in most DMC tourism industries 
are small and community-owned. 

Size and effectiveness vary, but tourism businesses have 
associations to represent their interests in all 14 Pacific 
DMCs. These include their chambers of commerce, which 
generally provide some level of support. Most DMCs also have 
dedicated tourism associations representing private operators 
in separate subsectors such as hotels, tour businesses, transport 
providers, handicraft makers and retailers, and businesses 
catering to the backpacker market. Some associations 
represent regions within individual DMCs—as is the case 
for the Suncoast, Savusavu, and Kadavu destinations in Fiji. 
The associations come in diverse sizes and levels of effective 
advocacy. The members of the highly active Fiji Hotels and 
Tourism Association account for more than 80% of the 
country’s room inventory (Fiji Hotels and Tourism Association, 
unpublished data). By contrast, the leadership and business 
skills of tourism associations in Solomon Islands and their ability 
to train members and advocate on their behalf have come 
under criticism (Strongim Bisnis n.d.). 
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The pandemic highlighted the importance of associations, 
but funding and underappreciation of their importance 
remain a challenge. The difficulties some tourism business 
associations face in providing effective services can arise 
because small private operators—e.g., holiday homeowners 
or self-employed tour guides—cannot see value in a paid 
membership. The Cook Islands Tourism Council found it hard 
to find paid members when the local industry was booming, 
yet many small non-member businesses came to depend 
on its advocacy during the COVID-19 outbreak. The crisis, 
meanwhile, has only heightened the associations’ perennial 
funding difficulties Pacific-wide. While it will be needed to 
help support an industry recovery, PNG’s Tourism Industry 
Association has faced a two-thirds drop from a pre-pandemic 
base of 120 members, as hard-hit tourism operators become 
less willing or able to pay membership fees (Papua New Guinea 
Tourism Industry Association, consultation with author, 2020). 
Such setbacks will leave many tourism associations, often led 
by passionate tourism business owners, to become even more 
reliant on industry volunteers to fulfill their role. 

Disunity and competing interests have sometimes divided 
associations and fragmented the industry’s voice. One 
result in some DMCs has been a proliferation of multiple small 
organizations within a single tourism subsector. Advocacy and 

collaboration in Vanuatu’s accommodation sector, for example, 
is divided between the foreign-dominated Vanuatu Hotels 
and Resorts Association and the ni-Vanuatu Vanuatu Island 
Bungalow Tourism Association (VIBTA), whose interests do 
not always align. The VIBTA, for its part, has low membership 
because failures to resolve differences between outer-island 
operators has historically led to the formation of newer and 
smaller groups. There are more than 70 registered tourism 
associations in Vanuatu and no single peak association that 
represents the industry as a whole (Government of Vanuatu, 
Department of Tourism 2021). This fragmentation across 
the region, the low association membership numbers, and an 
inability to agree on common interests and to speak  
with a common voice limit the private sector’s ability to 
influence government decisions on key tourism issues.

 B. CHALLENGES OF DOING BUSINESS

Tourism enterprises, like all other businesses, are confronted 
by the sizeable and distinctive challenges found across the 
Pacific DMCs. These can include small economies and land 
areas, low populations often widely dispersed over large ocean 
territories or rugged terrain , and great distances from major 
markets. Costs are high, and opportunities for economies 
of scale are scarce. Shipping is unreliable and expensive. 

Yacht anchored in the shallow waters of Suwarrow Atoll, Cook Islands.
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Tourism infrastructure is often undeveloped. This includes 
accommodations, airports, waste management, and other 
visitor facilities. The DMCs and their economies are extremely 
vulnerable to shocks, whether from an international health and 
economic crisis such as the COVID-19 pandemic or political 
tensions and the disasters to which they are prone. 

Doing business in the Pacific is particularly hard. The nature 
of the private sector difficulties in each DMC varies. A lack 
of business security—including a lack of law and order—was 
reported as the most pressing issue for PNG’s private sector 
(ADB 2015b) and was compounded by low confidence in law 
enforcement and the judiciary. The cost of doing business is 
a major constraint in more remote atoll nations. For example, 
businesses in Tuvalu can pay A$20–A$24 for 1,000 liters of 
water, compared with A$5 charged in Kiribati and A$0.31 in Fiji 
(Government of Tuvalu 2018). 

Private tourism businesses, whether existing or start-
ups, have trouble obtaining finance. Some banks consider 
tourism a high-risk sector and impose strict loan conditions. 
Many are reluctant to treat tourist business assets, such as 
boats, generators, and accounts receivable, as collateral (IFC 
2018a), even though enabling legal frameworks to use non-
land assets as loan security are common across the Pacific. This 
problem is aggravated by complex systems of land ownership 
which mean land is often also unable to be used as collateral.  
Some legal frameworks in the region attempt to mitigate 
these issues by encouraging partnerships between landowner 
groups and developers; however, these deals often fail due to 
factors including burdensome regulation and uncommercial 
agreements.  When loans are granted, the costs are high. 
Annual commercial interest rates were running at 10.0%–12.0% 
in Kiribati in 2015, for example, compared with 4.5%–5.5% 
in Australia (ADB 2018). Many smaller tourism operators 
who cannot get bank loans in Samoa due to their low equity 
and capacity to repay turn to microfinancing, but some of the 
programs—such as South Pacific Business Development—
reportedly charge annual interest rates of up to 24.0%–27.0% 
while offering only 2.5%–3.0% on savings deposits (ADB 2018).

Some Pacific DMC governments provide low-interest 
loans or grants to support new and established tourism 
businesses. The Government of Tonga sets the borrowing 
rate for tourism operators at 1%–4% (Government of Tonga, 
Ministry of Tourism, consultation with author, 2020). A 
government program in Solomon Islands has been providing 
grants to accommodation providers since 2014. However, a lack 

35  Occupancy rates for 2006 and 2007; confirmed to remain accurate given arrival numbers have not increased.

of transparency in this program has generated some mistrust 
among the country’s tourism operators, who are not privy to 
how the grant recipients are selected. Reports have circulated 
of accommodation properties ceasing operations soon after 
receiving grant support. There is insufficient evidence to 
determine the extent to which the grants have increased tourist 
visits to Solomon Islands (Strongim Bisnis n.d.).

Low and, sometimes, falling tourist numbers in small tourism 
economies are a disincentive for potential private investors 
and financiers alike. The FSM, the Marshall Islands, and 
Tuvalu have no more than 2,000 leisure visitors each per year. 
Nauru reports a meager 200. Tourist visits to the FSM have 
in fact been dropping for 2 straight decades and declined an 
estimated 37% during 1997–2016 (SPREP 2019b). Stagnating 
arrival numbers since the 1990s (Marshall Islands Office of 
Commerce, Trade and Investment, unpublished data) in the 
Marshall Islands have led to a low average occupancy rate 
for existing accommodation providers of only 23% (Marshall 
Islands Visitors Authority 2008).35 

Conversely, high tourist numbers can strain capacity and 
stress the environment in the more developed Pacific 
tourism economies. Continued increases in the volume of 
visitors to the Cook Islands will likely lead to overcrowding 
and overburden infrastructure if not addressed by an increase 
in beds or success in spreading numbers out across the year 
(Government of the Cook Islands, Ministry of Finance and 
Economic Management 2019). The risk without change 
is declining quality in the tourist experience, a drop in the 
country’s international competitiveness (Government of the 
Cook Islands, Ministry of Finance and Economic Management 
2019), and a reduction in the industry’s profitability. In Palau, 
rapid tourism expansion from 2010 to 2015 overwhelmed 
the country’s infrastructure and threatened to undermine 
environmental sustainability. Tourism numbers have 
decreased—due in part to the Government of Palau’s policy to 
reduce charter flights and the Government of the PRC initiating 
stricter enforcement of its policy to restrict travel to countries 
without “approved-destination” status. This helped safeguard 
the environment but also cut hotel occupancy rates, reduced 
demand for ancillary services, and damaged the profitability and 
financial stability of tourism operators. 

 C. TOURISM BENEFITS AND EQUALITY

Many DMCs struggle to spread the benefits of tourism 
geographically and across their economies. Inadequate 
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domestic transport is one reason. Along with minimal 
destination marketing, poor air services deprive outer 
islands, such as Vanua Levu in Fiji, of potential tourist visits 
and the associated business, income, and job opportunities 
(IFC 2020a). Benefits can be narrow even within Fiji’s more 
tourism-intensive regions. Many of the tourists arriving on 
the main island of Viti Levu come on pre-paid, all-inclusive 
accommodation packages that give them little reason or 
incentive to leave the confines of their hotel to patronize 
smaller, locally-owned tourist enterprises. The limitations can 
also be purely natural. Other states in Palau reap far less from 
tourism than Koror due to its famous Rock Islands destination. 

Women do not have equal access to the opportunities and 
benefits in the tourism sector. Across the Pacific, women’s 
formal economic participation—in both labor markets and 
in business—is low. In most Pacific countries, there are twice 
as many men as women in paid employment outside of the 
agricultural sector (Pacific Community 2017). Only 30% of 
women doing tourism work in Tonga have a regular income. 

Most are involved in the informal economy selling handicrafts 
or their own produce (ADB 2018). Although women make up 
one third of Fiji’s tourism workforce, most of their jobs are as 
minimum wage cleaners, restaurant staff, and receptionists. 
Only a quarter of managerial and professional positions are 
held by women in Fiji (COVID-19 Response Gender Working 
group 2020). There is limited sex-disaggregated data available 
on the composition of the tourism workforce across the Pacific 
which limits the ability of the tourism sector to understand and 
address the barriers to women’s employment opportunities.

Women face additional barriers to business ownership, 
including in the tourism sector. It is more difficult for women to 
start and operate a tourism business than it is for men. Women 
are less likely to own land or other forms of traditional collateral 
required to secure loans which means they are less likely to get 
finance. Women also tend to have fewer business networks and 
lack access to business skills and training. The 7-day-a-week 
nature of tourism presents additional complexities for women 
owned and led businesses as they try to balance the demands of 

Tavurvur volcano, Papua New Guinea.
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running a business while also responsible for up to 80% of unpaid 
labor in the home (Pacific Women 2020), a problem exacerbated 
by the COVID-19 pandemic. These factors, combined with 
more limited access to finance and government financial 
support, have contributed to women-owned and led businesses 
having significantly lower confidence their business will survive 
compared to male-owned and led businesses (Pacific Trade 
Invest 2020b). 

  D. ACCESS TO LABOR 

If it is to grow, Pacific tourism needs more skilled and willing 
workers and entrepreneurs. This constraint has already been 
recognized in the national development plans of many DMCs. 
The Government of Solomon Islands has also noted that it 
lacks the capacity necessary to deliver the training required to 
meet future needs (Government of Solomon Islands 2016). 
Cultural attitudes, such as caring expectations for women and 
safety concerns for single women who relocate for employment, 
exacerbate the issue in some DMCs. High annual staff turnover 
rates of up to 30% in Samoa tourism businesses may be due to 
the fact that such employment is generally looked down upon 
as low-skilled and low-paid (STA 2014). Low levels of overall 
literacy and numeracy in the labor forces of some countries, 
such as Vanuatu, coupled with limited financial training, can 

make it difficult to successfully run a tourism business.

Skilled workers needed to develop DMC tourism industries 
continue to choose emigration. The most popular destinations 
are Australia, New Zealand, and the US, where opportunities 
are often greater and wages higher. Samoa’s brain drain, for 
example, flows mostly in the direction of New Zealand, where 
skilled employees can on average earn five times what they would 
be paid at home (ADB 2015c). While outmigration generates 
strong remittance flows, it costs DMCs enormous amounts of 
human capital. It is not surprising that nearly three-quarters of 
Cook Islands businesses report difficulties in finding suitable 
staff (NZTRI 2019f). At 76,000, the ethnic and newly migrated 
Cook Islands community in New Zealand is more than four times 
bigger than the Cook Islands’ population of nearly 18,000, which 
supports 170,000 annual visitors. Niue, due to its free association 
with New Zealand, has experienced the largest population 
decline of any sovereign country since 1974 (ADB n.d.e). It now 
cannot fulfill the sector’s labor needs even after achieving full 
employment. Leakage of trained tourism workers to international 
seasonal work programs is an ongoing issue. In Vanuatu, 
employers are often given limited notice of staff departures 
and report feeling little motivation to invest in staff training 
(Government of Vanuatu, Department of Tourism 2021).

To-Sua Ocean Trench, Samoa.
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Local labor shortfalls force DMC tourism businesses to 
rely more and more on foreign workers. The Cook Islands, 
Niue, and Palau are among the DMCs that have been 
compelled to take this route. All have small local populations, 
low unemployment, and high annual tourist arrivals. With 
everyone who wants a paid job already employed in Niue, 
accommodation operators cannot find enough housekeeping 
staff locally. Foreign workers, mostly from Bangladesh and the 
Philippines, fill most of the hotel, restaurant, and housekeeping 
staff positions in Palau. Of the estimated 2,690 tourism industry 
jobs in the country in 2018 (SPTO 2019)—representing 45% of 
total national employment—only 24%, or 650 positions, were 
held by Palauans (Graduate School USA 2019a).

Labor importation can create difficulties for businesses and 
complications for governments. Tourism operators can face 
arduous procedures and substantial costs when sponsoring 
and seeking permits for their foreign workers. Governments in 
the host country and internationally can impose restrictions. 
Limits on the flow of such workers to Palau have raised concern 
within its tourism industry about future labor shortages (ADB 
2017). In Vanuatu, it has restricted learning opportunities for 
locals, who could benefit from on-the-job training with highly 
skilled international staff. The presence of foreign workers can 
be a major problem in times of crisis. The COVID-19 pandemic 
left large segments of the foreign employee populations in the 
Cook Islands and Palau jobless but unable to return home. 
Once borders reopen and workers are able to leave, there is also 
concern they may decide not to come back. 

 E.  PUBLIC POLICY AND THE PRIVATE SECTOR

Corruption and political instability remain obstacles to 
building healthy private sector tourism industries in some 
DMCs. Many stakeholders consider government corruption 
an important and worsening problem in Solomon Islands, for 
example (IFC 2018a). Demands for informal payments and a 
lack of transparency in government tourism support programs 
top the list of issues. In Vanuatu, 12 changes of government 
during the 12 years from 2008–2020 created a culture of 
purported “short-termism”’ that has undermined tourism 
development. 

Broad government policy decisions can hurt the tourism 
industry. Samoa banned restaurant eating, taking public 
transport, or swimming at beaches on Sunday under a state 
of emergency in March 2020. This diminished the business 

36  To allow for air travel, cruise ship calls, and the opening of restaurants on a Sunday.
37  The Fijian Government also holds the majority share of Fiji Airways, though it is not considered a  state-owned enterprise.

available to operators from domestic tourism during the 
pandemic. A strict Sabbath observance enshrined in the 
Constitution of Tonga places a Sunday ban on transport, cafes, 
and restaurants, and hurts tourism profits. A 2013 study found 
that even a partial relaxation of the Sunday restrictions36 could 
give the economy a T$100 million ($43 million) boost and 
create 3,000 full-time jobs. (Government of Tonga, Ministry of 
Tourism 2013). 

State-owned enterprises (SOEs) dominate many DMC 
economies and can crowd private investors out of the 
sector. Although they feature most prominently as power, 
sanitation, and water infrastructure and supply monopolies, 
other SOEs frequently compete in the tourism sector with 
private enterprises. Kiribati, the Marshall Islands, and Nauru 
have state-owned hotels. Eight DMCs—Kiribati, the Marshall 
Islands, Nauru, PNG, Samoa, Solomon Islands, Tonga, and 
Vanuatu—operate state-owned airlines.37 All DMC airports are 
government-owned, and most are also government-managed. 
As has often been the case in the airline sector, these SOEs 
can potentially reduce the benefits of competition within the 
industry, but can also drain public resources. The Government 
of the Cook Islands’ underwriting of Air New Zealand flights to 
and from Rarotonga (see page 20) provides an alternative and 
cost-effective solution for incentivizing the private sector to 
service these routes.

State-owned hotels perform poorly despite government 
backing and unfair advantages. The Marshall Islands Resort 
has never paid sales or government taxes and yet reported 
profits only once (in 2005) during 2004–2017 and has survived 
on publicly funded operating subsidies (ADB n.d.d.). Its annual 
occupancy rates—which averaged just over 50% during 2014–
2017—are lower than those of privately run accommodation 
properties in Majuro, which often have limited beds available. 
Nauru’s Menen Hotel is given priority for accommodating 
visiting delegations and regional meetings. Government 
travelers are required by law to stay in council-run guest 
houses when visiting the outer islands of Kiribati. Community-
owned guest houses are also disadvantaged by government 
subsidization of the room rates at its properties. 

Weak management, political interference, price controls, 
and the costly challenge of connecting far-flung DMC 
communities are among the reasons many state-owned 
airlines struggle to operate without government subsidies. 
The requirement frequently imposed on state-owned airlines 
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to service commercially unviable domestic routes has been a 
particular challenge for Air Vanuatu. The airline has connections 
with all 29 of the country’s outer island airports, with operating 
losses virtually guaranteed on an estimated 24 (ADB n.d.c.). 
Some countries lack formal frameworks that require governments 
to compensate SOEs for non-commercial services, which can 
further weaken their ability to generate a commercial return. 
Many state-owned airlines were unprofitable even before the 
pandemic, which necessitated significant government subsidies. 
Air Marshall Islands, for example, received $1.4 million from 
the public purse (Graduate School USA 2019b) to remain 
operational in 2018 alone (ADB n.d.d.).

Unreliable domestic services by state-owned airlines stunts 
tourism’s growth and potential on the DMCs’ outer islands. 
The demise of dive tourism in the Marshall Islands’ Bikini Atoll 
came after foreign divers were repeatedly stranded by delayed 
or cancelled flights. Despite the inability of many flagship 
carriers to service these routes properly, there is little appetite 
within governments for allowing new airlines to enter these 
markets. The status quo in many DMCs is similar to that in 
Solomon Islands. The domestic services of Solomon Airlines 
are criticized for being expensive and unreliable, and these 
problems are compounded by the poor condition of domestic 
airports—also run by the government (ADB 2016). 

Fiji’s reluctance to adopt an open skies policy for civil aviation 
hampers tourism’s growth and development. The decision is 
meant to protect Fiji Airways, but it also sacrifices an opportunity 
for the kind of sustainable expansion in the sector that has 
followed the signing of open skies agreements by such Pacific 
neighbors as Solomon Islands and Vanuatu (ADB 2015d). The 
absence of such an agreement serves to prevent the addition of 
new and potentially more profitable routes in and out of Fiji by 
other regional airlines and inhibits regional collaboration. 

 F. FOREIGN INVESTMENT

Many Pacific DMCs say they want more direct foreign 
investment in tourism, but only Fiji and Palau have attracted 
it. Fiji lowered tax rates on foreign companies in 2015 and 
introduced tax-free regions and tax exemptions in tourism and 
other sectors (ADB 2018). Foreign direct investment in its 
tourism accommodation sector was estimated at more than 
F$470 million during 2012–2017 (Government of Fiji, Ministry 
of Industry, Trade and Tourism 2019). Forty nine percent of all 
Palau’s tourism-related businesses are registered as foreign-
owned, including 70% of hotels (Graduate School USA 2019a). 
These figures are likely to be even higher due to the prevalent 

38  The Cook Islands’ largest hotel, Edgewater Resort, is owned by second generation foreign investors.

practice of using Palau citizens as fronts by registering as the 
owners of businesses actually owned by foreign nationals and 
bypassing the country’s foreign investment regulations.

Foreign investors have largely failed or shown no interest in 
overcoming the barriers to entry into the tourism sectors of 
most Pacific DMCs. Many Pacific DMCs do not have coherent 
policies relating to foreign direct investment (FDI), which 
results in systems fragmentation, inefficiency and a reduction 
in the overall attractiveness of the country’s offering.  The 
resulting obstacles include cumbersome and time-consuming 
processes for obtaining investment certification, incomplete 
investment guarantees, de facto investment restrictions 
(for example, on obtaining land), controls on repatriation of 
profits, and difficulties arranging residence for key personnel.  
These inefficient systems can deter higher-value, responsible 
investors; attract less scrupulous investors; and incentivize 
investors to seek short-term returns on capital. Investors 
considering the FSM must be aware that investment policies 
vary significantly across the country’s four states (Government 
of the Federated States of Micronesia 2015). In addition, DMCs 
do not appear very active in promoting overseas investment 
in their tourism sectors and provide few websites or other 
sources of investor-friendly information likely to interest foreign 
participation in future tourism development.

Pacific DMCs must weigh the potential downside costs of 
foreign direct investment (FDI) in tourism—e.g., economic 
leakage, upsetting local sensitivities, and a possible inability 
to effectively police regulations—against the potential 
benefits. The latter can be substantial. In addition to the 
benefits of capital inflows, FDI can facilitate the rapid transfer 
of skills, technology, and corporate governance standards, in 
addition to the connections with smaller supplier businesses 
which benefit the host economy. For instance, the presence 
of internationally branded hotels—a presence that more than 
half the DMCs currently lack—makes international travelers 
more aware of a destination and brings in higher-value tourists. 
Kiribati, where such foreign investment has been marginal, is 
seeking foreign investment in high-end accommodation in the 
Phoenix Islands Protected Area for the same reasons. 

The Cook Islands demonstrates a current disinclination 
among some citizens to welcome FDI in tourism, whether 
it is actually substantial or not. About 70% of the country’s 
people believe foreign ownership in tourism businesses to be 
excessive and in need of restrictions (NZTRI 2019e). Most 
of the major hotels are, in fact, owned by local residents or 
ethnic Cook Islands Maori born or living abroad.38 Nonetheless, 
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the Cook Islands must deal with a problem that confronts 
other Pacific DMCs as well. They all lack sound data on the 
percentage of foreign investment in the tourism sector and, 
importantly, the value it brings (ADB 2015a). 

Government controls on tourism FDI can undermine popular 
trust when not enforced, and undermine the local industry’s 
progress when poorly planned. Palau’s widely acknowledged 
scam to hide the actual foreign ownership of tourism assets not 
only increases domestic ill-will toward FDI, but also eats into 
the real benefits the tourism industry brings to the economy. 
Even so, restrictions in Vanuatu may hurt small tourism business 
development more than they protect them. Local tour operators, 
guesthouses, bungalows, and the like are banned from forming 
joint ventures with foreigners, although this also eliminates 
collaborative partnerships that could help these businesses grow 

and enhance their skills. Tuvalu’s investment laws limit foreign 
investors to an unrealistic 40% ownership (Government of Tuvalu 
2016). Given the limited capital in the local economy, the 60% 
investment local entrepreneurs are likely able to raise will often 
be too small to interest potential foreign partners. 

The fruits of foreign investment often do not stay in a  
DMC, and the scale of FDI-fueled tourism may overwhelm 
local communities. Profits from major tourism asset  
operators are often repatriated rather than reinvested, and 
supply chains often include local suppliers and services  
to the fullest extent possible. Too much growth too fast can be 
an issue as well. Some in the FSM worry a large casino and golf 
resort complex proposed for Yap may do more harm than good 
for the island’s people, especially if few local jobs are created 
and not enough safeguards are in place to prevent the massive 

Aerial view, the Marshall Islands.
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influx of tourists from harming Yap’s culture and environment. 
Although the developer has downsized the proposed complex’s 
capacity from 10,000 rooms to 1,500,39 the project is still far 
larger than the government wants despite the obvious boost it 
would give the country’s tourism sector and economy. These 
are difficult choices, and many DMCs are currently without 
formal mechanisms to properly assess such proposals before 
making them. 

39  Graduate School USA (2019a) notes that the casino and golf course were dropped from later plans of the concept.

 G. LAND AND TOURISM

Gaining access to land is complicated in the Pacific DMCs, 
which can be a barrier to FDI for tourism development. 
Most Pacific DMCs prohibit or restrict foreign ownership of 
land. Much or most of the land is held instead by family or clan 
title under a customary ownership system. The proportion 
tops out at an estimated 99% in the Cook Islands and Niue 

Frigatebird catching is an important tradition in Nauru. 
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and stands at 97% in PNG and 87% in Solomon Islands. Only 
37% of land ownership is customary in Kiribati, and the state 
owns the rest, including all islands in the Line and Phoenix 
Group (Government of Kiribati 2016). Tonga is one of only a 
few Pacific DMCs without customary land ownership. Control 
of land resides instead with the country’s royalty, who can 
prescribe access rights for commoners. Although some land is 
owned by the government in most DMCs, freehold is generally 
the exception.

The uncertainties and risks of land leasing are another 
deterrent. The informal nature of customary land holding 
can make it unclear who are the legitimate rights holders. 
Investors sometimes pay multiple landowners, with problems 
arising when an initial lessor dies. Land ownership disputes are 
common in the Pacific DMCs, and the resolution processes 
in countries such as PNG poor. Failed negotiations between 
developers and landowners due to overlaps in customary 
rights and poorly defined land boundaries have scuttled 
plans for several resorts in Samoa (Government of Australia, 
Department of Foreign Affairs and Trade 2007). Large-scale 
resort development in Tonga faces a series of such obstacles, 
including incomplete or inaccurate land records, short-term 
leases, few provisions for the review of rental agreements, and a 
complex registration process.

Leasing customary land for tourist development can do 
long-term harm to communities. The substantial income paid 
to landowning groups can be an initial positive, but a 75- or 
99-year lease can also have lasting, multigenerational impacts 
on the livelihoods and lifestyles of customary owners. Weak 
government regulation of such leases can also leave the current 
landholders undercompensated, or future generations deprived 
under agreements that were signed without accounting for 
inflation. Despite the macroeconomic benefits, tourism 
development can also leave local people feeling shut out in 
their own country. Access to coastal areas has been closed off 
to some groups who have traditionally fished them for a living 
by the emergence of large, walled tourism complexes on leased 
properties in Vanuatu (Oxfam New Zealand 2006). Concern 
has grown in Palau over land alienation and the limited local 
control of the tourism industry.

Weak land-use controls for tourism development threaten 
the environment and sustainability in many DMCs. Tourist 
hotels and resorts have been built in environmentally sensitive 
areas of the Cook Islands without any formal government 
approval due to inadequate zoning regulations for foreshore, 
wetland, and sloping properties. Tonga’s fragmented 
environmental legislation provides little control over land use 
and site classification in tourism development. As a result, 

much of the country’s visitor accommodation has been built on 
its coastlines, which are already under pressure from population 
growth and urbanization. In addition, these coastal properties 
are more exposed than inland ones to damage from the rising 
incidence of cyclones due to climate change—as evidenced 
by the destruction of beachfront tourism properties during 
Cyclone Harold in 2020. 

If left unchecked, poorly managed and governed tourism may 
eventually be undermined by its own growth in many DMCs. 
Land use planning needs to improve for the industry to become 
sustainable. The current approaches vary. Samoa is one of a 
few DMCs where planning and development regulations are 
comparatively stringent. This is due mostly to its Planning and 
Urban Management Agency (PUMA) Act. A new integrated 
land use plan for Kiritimati Island finalized in 2019 lays down 
specific zones that have been identified by experts to suit both 
foreign investment and a more sustainable approach to tourism 
development (TAK 2019). Pacific DMCs would likely benefit by 
sharing their best practices in planning land use for tourism in 
ways that are socially equitable and protect the environment. 
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View of Vava’u, Tonga.
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The full extent of the profound impacts the COVID-19 
pandemic has inflicted on the Pacific DMC tourism 
industries is still unknown. At the time of writing, quarantine-
free travel between Pacific DMCs and their major markets 
of Australia and New Zealand was still not possible, except 
between Cook Islands and New Zealand. Tourism remained 
at a standstill, and visitor arrivals at minuscule levels.
Unemployment and business closures were still widespread. 

1. REBUILDING AFTER COVID-19

 A. REBUILDING VISITOR DEMAND AFTER COVID-19

The route back from the deep shocks and damage to Pacific 
and global tourism delivered by the COVID-19 pandemic 
may be long and complicated. Border closures and worldwide 
travel restrictions have stopped tourism in its tracks throughout 
the Pacific DMCs, and the pandemic’s effects have rendered 
thousands jobless, hurt or destroyed businesses large and small, 
damaged economies, and put governments under great fiscal 
stress. The extent to which different aspects of Pacific tourism 
have suffered is less relevant than those which can rebound 
fastest. Quickly rebuilding visitor demand and arrivals will be 
crucial to accelerating recovery.   

In terms of air arrivals, the concept of travel bubbles 
provides an opportunity for limited international air travel 
to safely resume.40 Several such bubbles have been proposed 
across the Pacific. A Trans-Tasman bubble between Australia 
and New Zealand began in April 2021, a similar bubble 
between Palau and Taipei,China came into effect in April 
2021, and a Cook Islands and New Zealand bubble opened in 
May 2021. A Bula bubble, proposed to encompass Australia 
and Fiji, could close Fiji’s tourism deficit gap from 84% to 44% 
(ADB 2020b). Other bubbles under consideration include 
a tamtam bubble between Vanuatu and Solomon Islands; a 
Pacific Pathways bubble between Fiji, Kiribati, Tonga, Tuvalu, 
and Vanuatu; and a Micronesian bubble between the five 
Micronesian DMCs. The potential benefit of a Pacific Islands’ 
regional travel bubble is likely much smaller than the benefits 
of linking to key source markets such as Australia and New 
Zealand. However, the risk of COVID-19 transmission will 
likely also be lower. Each Pacific government will need to weigh 

40  The “bubble” concept enables a country to open to its borders to visitors from partner economies, without the mandatory quarantine period.

the risk against the potential economic benefit of entering a 
regional travel bubble (World Bank Group 2021).

The successful roll-out of COVID-19 vaccines will also 
facilitate re-opening of tourism dependent economies.  A 
World Bank Group (2020) report cautioned that, as the virus 
may never be eliminated, a combination of widely available and 
effective vaccines, proficient testing, treatment and tracing, 
strong hygiene practices and physical distancing measures will 
be critical to safely relaxing international travel restrictions. In 
Fiji, for example, the government’s strategy now rests largely 
on vaccination, and on slowing transmission of the virus rather 
than elimination. Fiji will initially open its borders to countries 
and regions with high vaccination rates such as Australia, North 
America, the UK, and Europe. The Care Fiji Commitment (CFC) 
launched in October 2020 ensures that tourism businesses use 
enhanced safety standards, protocols, and COVID-19 mitigation 
practices to improve traveler safety. A new module, launched in 
July 2021, incorporates recognition for vaccination. However, a 
successful resumption of international tourism will be dependent 
not only on the measures in place within DMCs, but also on 
decisions made by source market governments, such as travel 
advisory warnings and quarantine requirements. This creates 
additional uncertainty for DMCs as these factors, while largely 
outside DMC control, are a crucial determinant in travelers’ 
ability and willingness to fly internationally.

The role of cruising in tourism recovery is a matter of great 
uncertainty. The pandemic has inflicted crushing blows on 
the industry. The Pacific DMCs had all closed their borders 
to cruise ship arrivals by March 2020. Reports early in the 
pandemic of COVID-19 outbreaks on major cruise ships 
created the image that vessels, such as the Ruby Princess 
in Australia, were petri dishes for the virus. The three major 
global cruise companies—Carnival Corporation, Norwegian 
Cruise Lines, Royal Caribbean International—own 18 of the 
world’s cruise line brands between them but have seen drops 
of 70%–80% in their stock prices (World Bank Group 2020). 
Carnival, like many major cruise companies, sails its ships 
under the foreign flags of tax haven countries even though it 
is headquartered in the US. This made it ineligible for the US 
stimulus package.
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The loyalty of passengers must be weighed against  
the heightened fear of onboard disease in any effort to 
forecast a possible recovery for the cruise industry.  
Aside from a tightly contained and densely populated 
environment particularly vulnerable to contagion, a cruise  
ship’s features include the congregation of people from many 
places around the world, bringing potential viral infections. 
Many of these people are 65 and over and so at heightened  
risk to serious illness. However, cruise passengers are also 
dedicated regulars and Carnival was already reporting strong 
bookings in 2020 for trips in 2021. A World Bank report 
suggests that the pandemic may lead to further consolidation  
in the sector over the long term, or alternatively to a bigger 
market share for smaller cruise ships that offer better quality 
and less crowding (World Bank Group 2020). The crisis 
may also be an opportunity for the industry to improve its 
environmental and labor practices, although there has been  
no clear sign so far if or how this might happen. Uncertainty 
in this sector was not diminished by the fact that some 
COVID-19 infections were detected on one of the early 
international cruises launched in mid-2021. 

The more agile yacht sector may rebound faster than the 
cruise industry. Yacht visitors—unlike those on a cruise ship—
can self-isolate in their own accommodation. Fiji, which like 
the other Pacific DMCs had seen these arrivals fall to zero, 
reopened to yacht visitors in July 2020, under strict conditions. 
Through its “Blue Lanes” initiative, yachts and pleasure craft 
were allowed to dock at Denarau marina and quarantine at sea 
for 14 days. Other DMCs, including PNG and Solomon Islands, 
were looking for ways to grow yacht arrivals and benefit from 
the high spend and low impact these visitors provide once their 
borders begin to reopen.

Domestic tourism sectors are small but can sometimes help 
support the industry while international borders remain 
closed. Pacific DMCs have designed local deals for their 
own citizens and their expatriate communities to keep their 
tourism industries and economies ticking over. “Iumi Tugeda 
Holidays”—a large domestic tourism initiative developed by 
Solomon Airlines, in partnership with Tourism Solomons, the 
Ministry of Culture and Tourism and local tourism operators—
launched in March 2021 offering savings of up to 50% on 
accommodation across the country combined with discounted 
Solomon Airlines airfares. Fiji, Samoa, and Vanuatu have taken 
similar approaches. Unlike tourism sectors such as Australia’s, 
where outbound tourists significantly outnumber inbound ones, 
the opposite prevails in the tourism-dependent Pacific DMCs. 
The margin in Fiji, for example, is 84% in terms of inbound over 
outbound numbers and 88% in the respective tourism spends 
(ADB 2020d). Domestic tourism simply cannot fill the hole in 

the industry and in economies left by the absence of inbound 
international travelers.

The COVID-19 pandemic has forced many Pacific DMCs 
to rewrite their marketing plans. Tourism Fiji is revising its 
strategy completely to reflect the changes wrought on its 
industry. Many DMCs proved agile in developing marketing 
campaign responses to the pandemic. Vanuatu launched two 
such campaigns to pique future visitor interest: “We’re Keeping 
it Beautiful for You,”’ and “We’ll Save you a Spot.” Both featured 
images of hidden locations across the islands. Private sector 
operators also made digital efforts to keep their brands fresh 
and communications open. As Pacific DMCs move into the 
recovery phase, targeted marketing will need to be based on 
intelligence regarding the changes in consumer sentiment and 
preferences that will inevitably follow the pandemic.

Marketing priorities will shift as borders reopen. The short-
term focus will likely be on source markets with which a DMC 
can form a bilateral or subregional travel bubble. Although a 
DMC’s ability to differentiate itself from its Pacific neighbors is 
likely to become more important than ever, the post-pandemic 
environment and the advent of travel bubbles also open up 
the potential for greater regional cooperation on tourism and 
the development of more multi-country itineraries through 
joint marketing. The global rise in the part played by digital 
technology and communication in the pandemic period has 
created some optimism that DMC spend on marketing will 
become more efficient and effective in terms of outlays and 
results. For example, the Tourism Office in the FSM suggests 
that its expenditures on travel to overseas marketing venues 
may decline due to the growing use and acceptance of virtual 
meeting platforms online during COVID-19 shutdowns.

 B.  EVALUATING TOURISM SECTOR INFRASTRUCTURE 
AND SERVICES AFTER COVID-19

The pandemic grounded the majority of the Pacific’s 
international air traffic. Globally, the International Civil  
Aviation Organization (ICAO) (2021) found the pandemic led 
to a drop of 50% in seat capacity and 60% in passenger traffic in 
2020, bringing air travel totals back to 2003 levels. International 
travel suffered more acutely than domestic due to stringent 
international border restrictions. Overall, there was a 50% drop 
in domestic passenger travel globally, while international travel 
fell by 74% from 2019. An annual loss of 2.7 billion passengers 
was recorded globally in 2020, which translated into airline 
revenue losses of $370 billion, $120 billion of which was 
recorded for the Asia Pacific region (ICAO 2021). The Pacific 
DMCs were operating at 8% of seating capacity in March 2020, 
compared with the same time in 2019. This equated to 18,000 
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seats. An estimated 45% of arrivals were from Australia, 
and 19% from New Zealand. However, these figures were 
likely inflated, given many airlines carried only cargo on their 
scheduled commercial flights (PRIF 2020).

Not all Pacific routes are likely to resume immediately when 
borders reopen. Many airlines acknowledged that demand 
would dictate that they restart the most popular routes first and 
leave the resumption of services with lower loads until later in 
the recovery process. This poses particular difficulties for the 
small DMCs with few routes and light loads. Some of the small 
Pacific airlines that were already in precarious financial positions 
prior to the pandemic could struggle to remain solvent. Most 
DMC governments supporting them have little or no financial 
capacity to continue funding their operations indefinitely.

Domestic air services have continued to operate at an 
estimated 20%–60% of pre-crisis levels during the pandemic 
(PRIF 2020). This is significantly better than international 
carriers could achieve and has enabled DMC airlines to 
continue earning revenue during the hibernation period. 
Domestic travel levels have been largely maintained in countries 
not highly dependent on tourism, mainly by the business and 
VFR passenger markets. Domestic air services remained at risk 
in all the DMCs, nonetheless. Operators faced losses of internal 
cross subsidies from international services, diminished funding 
for maintaining domestic airports, and difficulties keeping 
domestic fleets airworthy and pilot skills and training current. 

41  In 2019 it was estimated at 6.5% (Government of the Federated States of Micronesia, National Tourism Unit, unpublished estimate).

Domestic connectivity will also be affected if national airlines 
cannot remain solvent.

Hotel revenues, jobs, and future prospects collapsed 
during the pandemic. The UNWTO estimated that global 
accommodation bookings dropped 87% in April 2020 year-on-
year. They were still 48% down from the 2019 level in February 
2021 and 16% in June 2021 (UNWTO n.d.). The small and 
medium-sized operators that dominate Pacific hospitality 
sectors were expected to be affected most. More than 1,000 
accommodation jobs were lost in Samoa in April 2020 alone 
and surplus room capacity was estimated at 76%–91% (STA 
2020). By March 2021, more than half the country’s 5,000 
tourism workers were reported to have lost their jobs, with 
most, if not all, resorts outside Apia being closed (Tokalau 
2021). Vanuatu’s accommodation and restaurant businesses 
recorded an 80% decline in revenues by September 2020 over 
the same period in 2019, and 68% had plans to make staff 
redundant. Almost two thirds put their level of confidence of 
remaining operational over the next 3 months at low or very low 
(Vanuatu Chamber of Commerce and Industry 2020). In April 
2021, tourism operators reported business declines of 90% to 
96% since the start of the pandemic (McGarry et al 2021).

Even DMC’s with comparatively small tourism sectors 
felt overall impacts. Tourism is only a small contributor to 
GDP in the FSM,41 but the collapse of tourism has had strong 
reverberations. Hotels took a direct hit and were virtually 

Majuro, Marshall Islands.
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empty after the pandemic shut down international travel. 
Dining businesses were also affected, and hotel and restaurant 
incomes were expected to fall 46% during fiscal year (FY) 
202042 and a further 75% in FY2021, with projected losses of 
669 jobs (Graduate School USA 2020a). The Marshall Islands 
was similarly affected. The two main hotels in Majuro were 
virtually emptied, and more than half the restaurant sector 
was visitor dependent. At the end of 2020, the projections for 
related job losses there stood at 258, or 36% of the sector’s 
entire work force (Graduate School USA 2020b). 

The impact and ability to quickly recover differs by 
subsector. Short-term rental accommodation is expected 
to rebound faster than most due to its lower up-front and 
operating costs (World Bank Group 2020). The UNWTO 
(n.d.) estimated early in the pandemic that short-term rental 
bookings had been less affected than regular accommodation 
globally, with monthly bookings down 29% year-on-year in April 
2020 and 26% in January 2021. Opinions differed about the 
effects on OTAs. The Pacific Tourism Organisation (SPTO) 

42  The fiscal year of the Government of the FSM ends 30 September.

forecast that their number would decline and suggested hotels 
would be able to take firmer control of inventory (SPTO 2020b). 
However, others reported that OTAs are more agile in shifting 
supply and will have an easier road to recovery (World Bank 
Group 2020). Regardless of these differences, operators across 
the tourism sector who are unable to access lines of credit 
and other forms of support are among the most vulnerable to 
bankruptcy while the industry remains largely shut down.  

 C.  RESTORING TOURISM BUSINESSES AND JOBS 
AFTER COVID-19

Many of the Pacific DMCs’ micro, small, and medium-sized 
tourism businesses are unlikely to have survived through the 
worst of the pandemic crisis. The shock was likely often too 
deep and too prolonged for their meager resources. The blow to 
private business in general was severe and immediate. By early 
June 2020, 64% of Niue’s businesses reported a “very negative” 
impact from COVID-19 and  100% reported a decline in 
revenue by December (PTI 2020c). Despite early government 

Tapas drying on the grass, Eua Island, Tonga.
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support, 50% of tourism businesses in Fiji were already in 
hibernation or closed by May 2020, and another 35% operating 
with fewer employees. Without a resumption of tourism by 
November—which never came—29% expected to be bankrupt, 
close, or move into another sector (IFC 2020b). In July 2021, 
92% of Fijian businesses reported a decline in revenue due 
to COVID-19 (PTI 2021).  Assessments undertaken by the 
United Nations (2020) show the informal sector has been 
particularly impacted and will take longer to fully recover.

Fully restoring the massive numbers of lost tourism jobs 
will be an equal challenge. By August 2020, the pandemic 
had rendered 37% of Fiji’s labor force—131,000 people—
unemployed or had cut their working hours (Government of 
Australia, Department of Foreign Affairs and Trade 2020). The 
jobless rate in the country’s tourism sector had soared to more 
than 80% by the following October (Fiji Hotel and Tourism 
Association 2020). Similar losses are likely in the tourism-
dependent economies of Palau, the Cook Islands, and Vanuatu, 
and will have affected vulnerable populations—women, 
informal workers, and employees from rural communities—
the most. Of the 26% of workers who had lost their jobs 
in Samoa by July 2020, 64% were women (International 
Labour Organization 2020). Recovery may perpetuate 
these inequalities if—given men are often considered the 
breadwinners—there is preferential (re)employment of men 
once tourism recommences.

Government support has varied by DMC. The main 
vehicles have been wage subsidies, debt relief, tax rebates, 
unemployment benefits, and cash grants. The first phase of the 
Cook Islands’ comprehensive Economic Response Plan (ERP) 
provided NZ$61 million in wage subsidies, cash grants for 
businesses, and unemployment benefits in 2020—equivalent 
to 12.2% of GDP. This was followed by a second round of 
NZ$76m—15.2% of GDP—for 2021, while the third phase is 
focusing on transforming the economy to meet the challenges 
of the future (Government of the Cook Islands, Ministry of 
Finance and Economic Management 2021). The Government 
of Vanuatu delivered tax relief, employment stabilization 
payments, and business grants. Early in the pandemic, 89% of 
operators felt this would help them retain or rehire employees 
(Government of Vanuatu, Department of Tourism and Vanuatu 
Tourism Office 2020). 

The emergency measures have highlighted the level of 
misunderstanding and miscommunication between DMC 
governments and the Pacific’s tourism sectors. One survey 
revealed that 44% of private tourism businesses were either 
unaware of Fiji’s pandemic response programs or did not know 
how to apply for help (IFC 2020b). About three quarters of 

Vanuatu tourism operators were aware of the stimulus package 
but 30% did not know much about it (Government of Vanuatu, 
Department of Tourism and Vanuatu Tourism Office 2020). 
The government picture of the labor, employment, and income-
generation structure and supply chains was also sometimes 
incomplete. The artisans who provide a large portion of the 
goods and services to Fiji’s tourism industry, such as handicrafts 
and cultural industries, which are dominated by women, were 
not classified by the government as tourism employees and 
initially omitted from its relief package. 

Relief measures to date have focused on financial support 
to mitigate the short-term economic and welfare impacts 
of the pandemic and avoid the collapse of otherwise 
profitable tourism businesses. Supporting tourism businesses 
to effectively “hibernate” rather than close has been vital 
to maintaining sector capacity (World Bank Group 2021). 
However, limited fiscal resources mean that governments will 
need to be more selective as they consider additional support 
measures. The World Bank (2021) suggests further work is 
needed to determine the sustainability of business hibernation 
as a key strategy, particularly if the Pacific recovery process is 
protracted. It suggests the answer is likely to differ across Pacific 
countries, sectors, and individual firms. As Pacific DMCs move 
into the recovery phase, public support will need to shift from 
emergency relief to strategic plans for structural economic 
recovery (World Bank Group 2021).

 D. RECOVERY TIMEFRAMES

It has been difficult to predict when global and Pacific 
tourism may begin to rebound, but even harder to determine 
a time frame for a full recovery and new growth. The 
Organisation for Economic Cooperation and Development 
(OECD) (2020) has cautioned that pre-pandemic levels may 
not be reached again before the middle of the 2020s. The 
future of border and travel restrictions, the primary obstacles, 
remained uncertain as of mid-2021 due to uneven and 
unstable containment and immunization patterns across the 
world. But depressed consumer confidence in travel and the 
economic damage wrought by the pandemic in source markets 
will play a role for some time even after frontiers open and more 
international flights resume. 

Flight frequency and passenger loads into and within 
the Pacific DMCs will not reach pre-pandemic levels 
immediately or even soon. One Pacific aviation industry 
study from October 2020 set the end of 2022 as the best-
case scenario. The pessimistic case—which assumed border 
shutdowns continuing into 2021 and a lengthy wait for a 
vaccine—pushed this recovery into the second half of 2024 
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(PRIF 2020). Experts in Fiji predicted a full rebound by 2023—
but only if international borders were reopened or a vaccine 
developed by the end of 2020 (ADB 2020c). Perhaps the most 
reliable prediction is that the prospective recovery time lines will 
continue to evolve. 

Although these recoveries can be patchy and incomplete, 
tourism demand has sometimes rebounded quickly from 
crises. International tourist arrivals returned to pre-crisis levels 
11 months after the 2003 SARS epidemic, 14 months after the 
9/11 attacks on the US in September 2001, and 19 months 
after the end of the 2007–2009 global financial crisis. However, 
this was not true of the countries and regions most affected by 
the particular events. In the case of 9/11, the US did not regain 
pre-attack visitor volumes for 42 months (UNWTO 2020c). 
Arrivals were not the whole story, either. Passenger numbers 
have tended to bounce back first, while industry revenue, 
profitability, and investment generally lag behind (World Bank 
Group 2020).

The COVID-19 pandemic is different—bigger, longer, and 
more global and complex than any shock the tourism industry 
has felt before. Recovery is likely to be slower as a result. By 
October 2020, UNWTO’s World Tourism Barometer had 
reported related losses of $730 billion in export revenues—more 
than eight times those inflicted by the global financial crisis. The 
unique combination of health, economic, and even psychological 
effects of this crisis are likely to make the recovery uneven on 
both the demand and supply sides. Pacific DMCs themselves 
have many factors to consider. The majority had by mid-2021 
remained COVID-free and would face a difficult decision once 

43  Using indicators outlined by World Bank Group (2020). Severe dependence is a reliance on tourism for more than 20% of GDP.

source market travel restrictions began to lift: how much risk of 
importing a COVID-19 outbreak would they be ready to take on. 
That could at least partly be determined by how much they rely 
economically on international tourism. Six—the Cook Islands, 
Fiji, Niue, Palau, Samoa, and Vanuatu—were considered severely 
dependent,43 making an early return of the international tourist 
more critical for them than for other DMCs. 

Recovery rates will also depend on how much of a DMC’s 
pre-pandemic tourism infrastructure, businesses, and 
services have survived or can bounce back or rebuild. Enough 
of the tourism sector needs to be up and running well when 
borders reopen to attract and, importantly, provide a quality 
experience to the post-pandemic tourist. The full extent of 
bankruptcies and permanent closures is still not known, but 
the Pacific DMCs rate poorly on indicators likely to reflect 
strong post-pandemic tourism resilience such as having a well-
equipped health system, good information and communication 
technology, high-quality tourist infrastructure, and a diversity 
of airlines and air connections. All of this suggests that full 
recovery, especially by the most tourism-dependent DMCs, 
may be slow.

The Pacific DMCs’ small domestic markets are a 
disadvantage, but their main source markets have weathered 
the pandemic well. Tourists may hesitate for a time to travel 
internationally. Countries with large domestic industries have 
a way to cushion the effects of reduced inflow from abroad. 
Pacific countries cannot ease the pain that way but are more 
fortunate than many other international destinations in another 
respect. Many have not only successfully blocked out or 

Produce at the market, Fiji.
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contained COVID-19, but their two primary source markets 
(Australia and New Zealand) have, especially in particular 
jurisdictions, done much the same. This has opened the 
possibility of bilateral or subregional travel bubbles.  In the Cook 
Islands, for example, the success of a travel bubble with New 
Zealand which commenced in May 2021, has brought in more 
visitors than predicted and encouraged the government to 
consider opening its borders to Australia. 

 E. TOWARDS A NEW MODEL OF TOURISM

A return to business as usual is highly unlikely, which could 
mean new post-pandemic risks for Pacific DMCs. The crisis 
has rattled global tourism’s structures. Many experts agree 
that the industry is likely to emerge from the pandemic much 
changed from what it was before. The World Bank foresees 
something smaller in terms of employment and revenue. It 
also considers greater consolidation and vertical integration 
of supply chains to be likely. Prices may rise, and the range 
and quality of services decline. The result could be fewer 
opportunities for developing countries to sustain and expand 
their tourism sectors (World Bank Group 2020). Pacific DMCs 
will need to manage these potential trends carefully to ensure 
that vertical integration does not reduce local ownership and 
limit the domestic benefits of tourism.

Tourist tastes and demand will shift. Safety and hygiene will 
be more important criteria for destination selection in the short 
term, at least. Consumer studies early in the pandemic showed 
a drop in appetite for cruises, while the surging adoption of 
virtual meetings and gatherings will likely decrease the level of 
business travel. Travel to music festivals and sporting and other 
mass events is likely to be less popular (World Bank Group 
2020). Studies in July and October 2020  indicated growing 
preferences for short-haul travel; low-density destinations; 
and such outdoor activities as walking, hiking, and swimming. 
Visits to coastal and rural regions were favored over travel to 
crowded cities (Organisation for Economic Cooperation and 
Development 2020). These preferences suit remote Pacific 
DMCs, which have remained largely COVID-free and mainly 
feature natural attractions. 

The COVID-19 crisis offers countries around the world, 
including the Pacific DMCs, the chance to build tourism 
back better. The pandemic shutdown highlighted some of 
the tourism economy’s long-term structural weaknesses. 
These included fragmentation among tourism organizations 
and representative bodies, overdependence on international 
tourism, and an inequitable dispersal of the industry’s benefits. 
The pandemic also revealed gaps in governments’ abilities 
to prepare for and respond to shocks. A build-back-better 

approach to recovery can begin to deal with these  
shortcomings and work on fully exploiting the acceleration 
of innovations the pandemic has also triggered, including 
widespread new uses for digital technologies. Many countries 
have been using the downtime to think of ways to build greater 
resilience and sustainability in the sector once the crisis 
passes. But success will require greater collaboration between 
governments, industry, and communities on tourism issues 
and policies to encourage lower carbon travel, ensure fairer 
distribution of tourism’s benefits, and embrace innovation 
 and digital technologies.

2.   RECOMMENDATIONS FOR RECOVERY AND 
RESILIENCE

The strategies that follow are aimed at helping Pacific 
DMCs to build their tourism industries back better, address 
long-term systemic challenges in the sector, and innovate. 
Five key areas have been identified for particular attention 
based on the analysis presented above. DMCs should not take 
these measures piecemeal or pick and choose among them. 
They should instead comprise an interwoven whole, and all 
actions should be underpinned by robust data collection. 
This list of strategies is not exhaustive, but it does offer an 
integrated, evidence-based initial approach to supporting 
tourism in the Pacific that is led by the private sector, good for 
local communities, and both resilient and environmentally and 
culturally sustainable. 

 A. A REGIONAL APPROACH 

Pacific DMCs should recognize that, in times of crisis, 
cooperation can bring greater rewards than competition. A 
collaborative approach to the big challenges such as pandemic 
crisis mitigation and recovery, future resilience, data analysis, 
and improvements in the enabling environments for tourism 
would allow best practices to be shared, DMC resources to be 
used more efficiently, and tourism productivity to increase. As 
the region’s primary intergovernmental tourism organization, 
SPTO would be the ideal facilitator for cooperation both in the 
short and the long terms. 

Cooperation in destination marketing is needed to build a 
prosperous multi-country tourism trade in the Pacific. The 
reopening, when it comes, will present governments with the 
chance to market the Pacific together, book more visitors on 
multi-destination tours, and grow the tourism sector overall.  
However, if a competitive mindset among the DMCs persists, it 
will also raise the risk that a single destination will try to capture 
early bird travelers with discounted hotel and tour packages 
that the others will have no choice but to match or better. 
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Past experiences show that once tourists have been offered 
discounted pricing, it can become what they expect and thus 
the new normal (World Bank Group 2020).

Australia-New Zealand-Pacific region travel bubbles could 
provide DMCs with a distinct advantage in the early post-
pandemic recovery period. The tourists captive in these 
bubbles could choose to stay longer than the previous norm or 
to explore the region further. DMCs could encourage bubble 
travel by developing and promoting a Pacific brand through 
multi-destination packages. Destination differentiation and the 
marketing of each DMC’s unique cultural heritage and natural 
attractions would be maintained in such an approach and 
indeed be one of its strengths.44

The DMCs could work together to protect the region’s 
environment—for example, by imposing a Pacific-wide 
sustainable development tax on inbound tourists. This would 
be particularly appropriate for markets that have only a limited 
positive impact on local economies, such as cruises. Making 
sustainability a clear joint initiative and part of the broad Pacific 
brand would encourage growing numbers of environmentally 
conscious tourists to visit. They both respect the environment 
and bring the most benefits into the Pacific’s DMCs. This 
branding could also lead to so-called voluntourism, by targeting 
those visitors looking to support more than just economically, 
especially for the smaller DMCs. 

By taking a more regional approach, Pacific DMCs may begin 
solving their individual transport connectivity problems. 
Small markets and geography make it difficult for airlines to 

44   A destination differentiation strategy for four of ADB’s developing member countries—Niue, Samoa, Solomon Islands, and Vanuatu—has been supported by the Government of New Zealand, 
Ministry of Foreign Affairs and Trade in partnership with SPTO

attain the aircraft use and passenger load levels on DMC routes 
they need for profitability. Greater regional cooperation and/or 
a more liberal multilateral approach in the aviation sector could 
bring down air transport costs and accelerate the region’s overall 
development of sustainable tourism. Revenue generated from 
the resulting growth in international arrivals could subsidize 
non-commercial domestic routes and bring more industry 
benefits to outlying islands and communities (Pryke 2020). 
The suggestion that national airlines amalgamate into a single 
regional carrier remains only a romantic notion so far, given the 
practical and political constraints. However, this could generate 
efficiencies and reduce duplication of services while enhancing 
connectivity overall (Pryke 2020).

 B.  ENABLING SUSTAINABLE, PRIVATE SECTOR-LED 
TOURISM

Building more dynamic private sectors will help build bigger 
and better tourism industries and higher employment 
and incomes. The COVID-19 pandemic has highlighted 
the importance of addressing outdated legal frameworks, 
cumbersome licensing and registration processes, and 
fluctuating and unpredictable regulatory requirements 
that make regulatory processes in many Pacific DMCs an 
unnecessary burden on growth and the contribution of their 
private sectors. The DMC governments are not in most cases 
intending to restrain private businesses, tourism-related or 
otherwise, but simply lack the budgets, resources, and tools to 
develop and implement the best practices for streamlining. 

Streamlining for efficiency in the tourism sector also 
demands that manual and archaic processes be replaced 

Traditional basket weaving in Solomon Islands.
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by modern digital ones. Time wasted could be reduced, and 
cost savings achieved, for example, by digitizing the licensing 
of tourism operators. Laws restricting e-commerce platforms 
such as PayPal could be reassessed so a DMC’s tourist business 
operators could avail of and provide clients with competitive 
technological services that have become commonplace in most 
source markets. These businesses might need short-term help 
to adopt new digital solutions, and regional collaboration could 
build knowledge and support for the best practice approach to 
doing so.

Poor access to finance was a serious problem for tourism 
SMEs before the pandemic and will be even more critical to 
the recovery. A DMC’s otherwise liquid financial system will 
often exclude these businesses from credit due to their perceived 
high risks, or impose strict loan conditions that can cripple their 
development and growth. Banks may not accept the collateral 
available to tourism and other SMEs, and loan interest rates are 
notoriously high in some DMCs. But financing will have to come 
from somewhere if recovery efforts in the tourism sector are to 
gain traction. With their budgets already stretched by the effects 
of and responses to the pandemic, DMC governments could 
work with lenders to ensure more effective use of moveable 
assets as collateral and extend lines of credit to help SMEs stay 
afloat and give them the chance to rebuild. Legal and regulatory 
frameworks for peer-to-peer lending and crowdfunding 
mechanisms are under development in some DMCs, which  
could provide additional funding alternatives.

The Pacific’s tourism sectors must also look beyond short-
term survival and recovery efforts to their long-term 
sustainability challenges. Businesses need help to stay or 
get back on their feet, and employment needs to be guarded 
and restored, but this must be balanced with effective efforts 
to strengthen environmental protection and support climate 
adaptation and healthy oceans. These are tourism survival 
issues as well. No new investment or financing mechanisms are 
required, just a stronger connection between tourism projects, 
existing lenders and investors, and green and blue financing 
instruments. Links with blue financing initiatives, for example, 
could lead to an innovative “polluter pays” system that would 
encourage the cruise sector to act more responsibly. 

The pandemic hiatus provides an opportunity to judiciously 
reassess and readjust tourism taxation. These taxes will be 
vital industry support once international visits resume but 
must be carefully designed not to make a destination seem 
overly expensive and thus stem the early tourist flows. High 

45  With the exception of Niue.
46  Using World Bank Group (2020) indicators, given they rely on tourism for more than 20% of GDP.

visa fees, for example, can be a deterrent. Tourist taxes can be 
structured in ways that support growth in tourism either by 
gross arrival volumes or high-value per capita content. A tax 
can also emphasize the DMC’s commitment to sustainability— 
Palau’s Pristine Paradise Environmental Fee, for instance. Better 
regulation and taxation of such short-term rentals as holiday 
homes should also be considered to strengthen management 
and capture much-needed additional revenue. 

 C. BUILDING RESILIENCE

The COVID-19 pandemic has highlighted the need to plan 
ahead for managing crises. Most DMC governments had 
to create their pandemic response measures in a rush with 
few resources and little preparatory planning. Many suggest 
this would have been easier had planning tools been in place. 
Governments can now review and improve old practices based 
on lessons learned and make the plans needed to build more 
resilience to future crisis events in the tourism sector and in 
economies overall. 

Most DMCs need more resources to make crisis management 
proactive rather than reactive. Better planning will demand 
more detailed risk assessment, greater investment in data and 
analysis, and stronger coordination mechanisms to ensure 
a whole-of-sector approach. Carrying capacity studies have 
not yet been conducted in the DMCs45 but are essential to 
resilience planning and ensuring the tourism sector’s longer-
term sustainability. While many DMCs have made such 
crisis planning a priority, few have had sufficient resources to 
develop detailed management plans and strategies. Regional 
collaboration through such efforts as the formulation of best 
practices and Pacific-wide planning tools would help each DMC 
individually.

Economic and source market diversification, absent in many 
DMCs, is a key to greater crisis resilience. The Cook Islands, 
Fiji, Niue, Palau, Samoa, and Vanuatu are the six DMCs most 
severely dependent46 on tourism and thus most vulnerable to its 
decline. Pacific tourism industries are also often overly focused 
on a single source market, region, or tourist season. Diversifying 
in any one of these areas would add protection and make them 
less exposed to adverse change or shocks. Strategies to target 
new markets, preferably in different parts of the world, and to 
build up arrivals during shoulder seasons could be included 
in DMC crisis management frameworks. So could action to 
improve local domestic infrastructure and connectivity to ease 
current DMC overdependence on international tourism alone. 
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Sustaining and maximizing revenue without increasing 
visitor numbers can build both resilience and environmental 
sustainability. Doing so would require strategies for attracting 
high-yield tourists and strengthening local supply chains and 
reducing economic leakage to retain more business and job 
benefits in-country. Low-impact high-spend tourism segments 
such as yacht visitors could be targeted ahead of traditional 
lower- spend but higher-impact tourists such as cruise 
passengers. Markets such as PNG’s that depend greatly on 
business visitors could develop more leisure activities for these 
travelers that would lengthen their stay and boost their spend. 
This strategy will be particularly valuable if tourist numbers take 
time to rebound. 

 D. EVIDENCE-BASED PLANNING

Robust indicators are essential for informing tourism policy 
and planning. However, in many instances, Pacific DMCs lack 
accurate, reliable data, resulting in a limited evidence base 
on which to plan future growth and against which to evaluate 
performance. At the most basic level, arrivals information 
needs to be accurate and comprehensive. Instances have 
been reported of lost arrivals cards, scanning errors and the 
omission of information such as purpose of visit and length 
of stay. Systems to ensure arrivals data is both accurate and 
comprehensive are an essential first step in future planning. 

Economic data. Reliable economic indicators are needed 
to enable a robust assessment of the benefits of tourism. 

Methodologies for assessing visitor spend and the contribution 
of tourism to both GDP and employment vary between 
countries and sometimes from year to year, which can 
lead to widely disparate figures. Employment data is rarely 
disaggregated, limiting a more detailed understanding of 
indicators such as gender. And the extent of economic leakage 
is not fully understood. Without this economic data, a full 
assessment of the benefits of tourism is not possible.

Environmental data. Measuring the impact of tourism on 
supporting infrastructure, local culture, and the environment 
is vital to assessing both the sector’s costs and benefits. Many 
DMCs list sustainability as a key goal but have only limited 
data with which to assess tourism’s real current impacts or to 
effectively plan a more sustainable way forward. Some DMCs 
set ambitious targets for visitor growth without determining 
the likely economic, social, and environmental impacts should 
these goals actually be reached. Nor do such government plans 
provide for future evaluations of either progress or impacts 
on sustainability. Reliable environmental data would enable 
governments to set tourism objectives that go beyond simply 
the number of arrivals and allow the targeting of tourism market 
segments based, for example, on their environmental impact.

Regional data. An official, harmonised, and widely shared 
regional methodology for data collection could be considered 
by governments and supported by donors and regional 
institutions. This would help individual governments upgrade 

A traditional house at Tabuaeran, Fanning Island, Kiribati.
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their collection of arrival, economic, and environmental impact 
assessment data. It would also provide the more holistic view 
of the sector needed to develop best-practice approaches and 
resource-efficient measures.

Demand data. Understanding traveler sentiment will be critical 
to identifying which market segments are likely to bounce back 
from the pandemic’s effects first, and what strategies may be 
required to attract the more risk-averse. Access to data on 
traveler requirements for health and hygiene measures, quality 
local health care, and effective screening measures at airports 
can inform planning to support industry recovery. Demand data 
can open up opportunities for reaching the expanding breed of 
tourists who want to travel in a sustainable way and give back to 
the communities they visit—a market that can deliver the ideal 
tourist to the Pacific DMCs.

 E.  SUSTAINABILITY AS THE ONLY WAY OF DOING 
BUSINESS

The damage inflicted by the pandemic creates an 
opportunity to “build back better.” Recovery strategies, both 
globally and within the Pacific, suggest that destinations can 
use the global tourism pause to rebuild the tourism sector in 
ways that make it more sustainable, more valuable, and better 
able to bring about improved outcomes for local communities 
and the environment. For the Pacific DMCs, this will mean 
reassessing current practices and looking at new opportunities 
to support sustainable initiatives in the sector. Sustainability 
efforts do not necessarily require policies or frameworks; 
instead, sustainability should be integrated across all tourism 
recovery efforts so that, longer-term, it becomes the only way 
to do business.

The tourism sector can lead sustainability initiatives. To 
aid recovery, destinations could consider renovating for 
sustainability and climate-proofing hotels and other tourism 
facilities. Energy and water efficiency and other sustainability 
measures could be integrated into incentives and investment 
schemes. Destinations can accelerate the decarbonization of 
tourism operations by investing in low-carbon transport and 
greener infrastructure. During the pandemic Palau has been 
working to become the world’s first ‘Carbon Neutral Tourism 
Destination’, through an innovative approach to promote local 
food production in tourism and develop a carbon management 
program for tourists.

Environmental responsibility by a destination DMC attracts 
environmentally responsible tourists. Many tourists have 
developed a new, growing awareness of environmental issues 
and view environmental responsibility in a destination as an 
attraction. For example, a 2017 survey found that 22% of 

visitors to Palau were drawn by its commitment to creating a 
national marine sanctuary and cited this as important to their 
decision to visit (Palau International Coral Reef Center and 
Stanford Center for Ocean Solutions 2019). Visitors surveyed 
in several DMCs frequently list rubbish, litter, and a lack of care 
for the environment as a destination’s least appealing aspects. 
On the other hand, taking action towards sustainability, along 
with its many other benefits, attracts tourists who have a strong 
sense of environmental responsibility and want to give back 
to the responsible destinations and their local communities 
(UNESCAP 2020).

An effective rebuilding of Pacific tourism requires 
DMCs to realistically reexamine how their plans balance 
sustainability and growth. Sustainability pledges are not always 
congruent with tourism targets. The Vanuatu Tourism Market 
Development Plan 2030 initially proposed a trebling of visitor 
arrivals in little more than a decade, which was inconsistent with 
the policy of sustainability proposed by the Vanuatu Sustainable 
Tourism Policy for 2019–2030. The plan is now under review 
following the pandemic. The environment and climate 
adaptation levy (ECAL) was introduced in Fiji to fund projects 
to protect the natural environment and reduce tourism’s 
carbon footprint. However, a 2018 report suggested the levy 
revenues had been spent largely on infrastructure development 
(Government of Fiji 2018). As the recovery process begins, 
governments will have the opportunity to ensure sustainability 
proposals are actually leading to sustainable outcomes—and 
that the sustainability agenda is consistent destination-wide in 
its planning and execution.

Destinations also have the opportunity to reassess tourism 
as an economic growth strategy. Commentators have long 
suggested that, while tourists have been visiting Pacific Islands 
for decades, it remains questionable whether the tourism 
industry has made a lasting impact on improving Pacific 
livelihoods and wellbeing (Cheer et al 2018). Many Pacific 
Islands still sit towards the bottom of development indicator 
tables, and limited data and analysis make it difficult to measure 
the impact of tourism on communities. Narrow indicators—
such as arrival numbers—often mask a more useful indicator, 
which is the value the sector delivers in terms of its economic 
benefit, particularly to local communities. Reframing tourism 
aims and targets, while also incorporating sustainability 
indicators, could not only lead to an improved understanding of 
tourism as a strategy for growth, but also help the Pacific DMCs 
derive greater value from the sector. 
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New Ireland, Papua New Guinea.
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