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Potential Impact of IMO mid-term measures
Country case studies for six Pacific SIDS

Submitted by Kiribati, Marshall Islands, Nauru, Solomon Islands, Tuvalu and Vanuatu

SUMMARY

Executive summary: Inresponse to the invitation from the Secretariat at Task 4 of the mid-
term measures CIA process for States to submit relevant country
case studies, the co-sponsors present here their results to date from
their own data collection and analysis program.

This work program was initiated prior to the formulation of the CIA
Task 4 TOR with the primary objective of informing the negotiating
position of those States. In developing these case studies, we have
been cognisant of the developing work under the CIA process and
we have used methodologies that could be of value to those

processes.
Strategic direction, if 3
applicable:

Output: 3.2

Action to be taken: Paragraph 22

Related documents: ISWG-GHG 16/2/6; MEPC.1/Circ.885/Rev.1; Circ. N0.4740; MEPC
82/INF.8; MEPC 82/INF.8/Add.1; MEPC 82/INF.8/Add.2; MEPC
82/INF.8/Add.3

Context

1. Maritime and trade related data collection, management and analysis at country level
has been an ongoing issue for Pacific States for at least the last two decades for a range of
systemic reasons. Lack of reliable and accessible data hinders numerous analysis programs
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at an international level where it often results in country positions being reported as aggregates
or estimates derived from much wider data sets.

2. There have been a number of studies and technical assistance programs initiated by
various agencies over the years and gradual improvement is occurring. Unfortunately, none of
these have yet managed to solve the systemic issues that exist for our region in this regard.

3. In order to support the negotiations on GHG reduction by our delegations with a strong
evidence base, our States initiated a series of country case studies in 2023 and commissioned
a team of local and international experts to begin an in-country data collection process.

4, Following the agreement at MEPC81 to form a CIA Steering Committee and the
Secretariat's issuance of terms of reference for the 5 Tasks, we responded positively to the
invitation for countries to submit their own illustrative case studies® and informed the CIA
Steering Committee and the IMO Secretariat that we were already preparing these for our
countries and we would present our initial findings as they became available.

5. We informed each of the principal consultants appointed to lead each of the CIA Tasks
of our program of work. In preparing our case studies we have attempted to be cognisant of
the work being undertaken in parallel under the CIA Steering Committee. As the work now
moves to the IMO debating the impacts on states from a combination of UNCTAD’s modelling
and case studies of individual country circumstances, in line with Circ. 885 (particularly
assessing impacts in SIDS and LDCs), we hope that our work contributes significant additional
depth and detail that benefits that debate.

6. We further note that additionally the Secretariat selected Belize, Tonga and the Cook
Islands as representative SIDS case studies for the case study exercise contracted to Starcrest
Consulting in Task 4. The results presented in this paper have been prepared independently
to that work and do not form part of the Starcrest Task 4 program.

7. While our results are focussed on the specific data analysis needed to inform our
delegations in the current IMO GHG reduction negotiations, they have been initiated in
relationship to the wider context of maritime data needs and constraints facing our States. The
report concludes with a number of recommendations as to how this broader agenda might be
improved going forward.

Summary

8. Case studies were undertaken for the following States: Kiribati, Marshall Islands,
Nauru, Solomon Islands, Tuvalu and Vanuatu. This is intended as an ongoing program of
work. Other Small Islands States have now expressed interest in us expanding our program
to include them and we will seek to undertake these in our next phase of work.

9. A consistent methodology was used for each case study, comprising both a general
characterisation of each countries existing trade and transport cost data, as well as an

1 MEPC.1-Circ.885-Rev.1, Paragraph 25. Member States and stakeholders should be invited to submit
relevant illustrative case studies representative of broader trade conditions that might be shared across
States, including developing countries, in particular SIDS and LDCs and countries remote from their
export/import markets, which can contribute to a qualitative and quantitative analysis of impacts on
certain sectors/commodities, especially for regions where there is a lack of data. The identification of
relevant stakeholders may be done at a local, national, regional or global level.
https://wwwcdn.imo.org/localresources/en/OurWork/Environment/Documents/MEPC.1-Circ.885-

Rev.1.pdf
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estimation of indicative of estimates for selected commodities/trade flows. The methodology
employed for each country included:

- initial collation of publicly available data.

- in-country data collection and stakeholder consultation.

- synthesis into a summary of relevant international maritime activity.

- selection of three representative cargos for analysis of potential midterm measures

impact.
- publication of preliminary results.

Key results from the preliminary assessment undertaken

Assembling data on trade and transport costs:

10. Dataset maintenance and accessibility is highly variable across the group of
countries. In some countries publicly available data (often used in global models such as
GTAP) appears to be reliable and representative of the disaggregated data available ‘in
country’, whilst for other countries there is less coherency. The required datasets are
maintained by a diverse set of government and private organisations, often operating
independently and sometimes with no official communication between them.

11. Combining multiple different sources of data, including publicly available data,
processed satellite AIS and in-country records, can help to triangulate and produce a richer
and more complete representation of trade and transport in each country.

12. There is significant divergence in the level and type of shipping activity between the
countries studied, - some have more activity from cruise ships (Vanuatu), some have specific
and important export trades (Nauru), some have large trade flows of basic commodities
(Solomon Islands). These all mean that it is difficult to generalise between the economies
despite their similar geographic location. This is important given the countries are often
grouped into a generic ‘Oceania’ aggregate, which may often include much larger economies
such as New Zealand and Australia.

13. Even with an approach that brings multiple sources of data together, significant gaps
often remain. All States included in this work face major and systemic data acquisition,
management and analysis capacity issues and these are likely to increase with new or revised
international reporting requirements. There is a common root cause of lack of long-term
resourcing to sustain such programming and retain capacity in-country over time that is not
addressed by short-term technical assistance or guidebooks projects.

Estimating impacts on countries:

14. From a partial model (covering only a sample of commodities), it has not been
possible to estimate the overall GDP impacts arising from policy measure scenarios. However,
the gathering of detailed port call inventories for these countries presents opportunities to
estimate the aggregate ‘additional cost’ to these countries from increases in their maritime
logistics costs, arising from policy scenarios.

15. In the modelling carried out for this study, the assumption is made that the maritime
logistics costs can be estimated from information about transport cost. However, because of
the small volumes of trade and long distances, these routes are often monopolies (for those
offering shipping services), which mean that prices will not necessarily be set in line with
marginal costs. This means that the findings are likely to be ‘lower bound’ estimates of the
impacts on these states, and impacts could be greater.
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16. Regardless, potential economic impacts have been evaluated for 18 commodity-route
pairs across the countries considered (3 per country). The results of this modelling exercise,
validated with those of the official CIA Task 4 process conducted by Starcrest (included in the
discussion), indicate the following may occur as a result of increased vessel-side costs in
response to the introduction of midterm measures:

- The total costs paid for a 20-ft container may increase between 0.1-7.3% (US$26-
105) in 2030, 0.1-28.7% (US$104-411) in 2040 and 0.2-36.9% (US$134-529) in 2050
compared to 2023.

- The total costs paid for 1 tonne of bulk may increase between 1.2-1.4% (US$2-19) in
2030, 4.6-5.3% (US$7-74) in 2040 and 5.9-6.8% (US$9-96) in 2050 compared to 2023.

- Lower-valued commodities, including those essential to maintain life or for disaster
relief efforts, are likely to experience greater impact compared to higher-value
commodities.

- The total costs paid for a 20-ft container containing rice or chicken may increase
between 0.2-1.6% (US$26-59) in 2030, 0.6-6.4% (US$104-233) in 2040 and 0.8-8.2%
(US$134-300) in 2050 compared to 2023.

- In the worst case, cement, which is the lowest-value commodity considered (so
particularly susceptible to inflation due to increases in transport cost) and imported over
long distances, is expected to see an increase in total costs paid for a 20-ft container in
excess of 30% (Vanuatu) or 20% (Solomon Islands) by 2050 compared to 2023.

17. The estimated impacts presented above solely consider changes in vessel-side
maritime logistics costs associated with international shipping. The impacts of cargo-side
maritime logistics costs and domestic supply-chains (many of the countries in the study have
extensive and expensive domestic supply chains necessary for onward distribution of goods)
have not been considered. Both are likely to significantly exacerbate the magnitude of impact
results presented above.

18. The impacts on fossil fuel trades have not be evaluated for any of the six countries
featured, however they represent a crucial essential good to all countries included. Whilst fuels
represent higher-value commodities, it’s likely that similar magnitudes of impact will be realised
as a result of the midterm measures.

19. Three factors contribute to why these values are so high and apparently higher than
CPI estimates :

- long supply chains - the remoteness of Pacific island States means they often have
little choice but to import/export long distances which increases the transport cost
as a share of the price of a good seen by a consumer, and therefore heighten the
impacts of changes in transport cost.

- small volumes - in many cases, bulky low value goods are being imported/exported
to these countries by container, because the volume of trade does not justify the use
of a specialised ship (e.g. a bulk carrier). This means that economies of scale,
efficiencies and lower maritime logistics costs (per tonne) that might be available to
larger economies are not available to these countries. This increases the risk of
impacts from generalised increases in maritime logistics costs, relative to larger
economies.

- low value commodities - some countries, where export is significantly comprised of
low value commodities (e.g. copra), have more economic competitiveness
sensitivities due to increases in maritime logistics than higher value commaodities.
The same is true for several low value staples (e.g. rice) that are important for basic
standards of living.
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20. There was consensus across multiple shipping agencies interviewed in 2024 that
very-little to none of any cost impacts introduced in response to the midterm measures would
be absorbed by shipping lines, with virtually all passed-on directly to customers.

Recommendations for future data collection and analysis

21. The following recommendations are made regarding the use of this data and the
next steps in data collection and analysis in these states.

- Itis noted that analysis of impacts arising from the introduction of IMO GHG reduction
measures is multi-faceted and requires the acquisition of a diverse set of datasets
originating from a large number of responsible agencies.

- The quality, maintenance and availability of these datasets varies considerably from
country to country. Required datasets are maintained by a diverse set of government
and private organisations, often operating independently and sometimes with no official
communication between them.

- Maintenance and access to statistical records of merchandise trade are foundational
to analyses of IMO GHG reduction measures impact and associated DNI. Merchandise
trade statistics typically originate as customs records collated by customs agencies,
before being aggregated by national statistics agencies into national merchandise trade
figures.

- At least four of the six countries included in this analysis have already, or are in the
process of, transitioning their customs agencies to work within the ASYCUDA system,
demonstrating a positive and improving trend in the acquisition and maintenance of
customs records. Subsequent processing by a National Statistics Office of such
ASYCUDA data into official merchandise trade statistics for the country is relatively
straightforward, given a suitable channel of communication exists between both
organisations.

- Contribution of such official merchandise trade statistics to a publicly available
platform such as the UN Comtrade database would unlock multiple simultaneous
benefits for the analysis of trade and transport, the impacts of IMO GHG reduction
measures and continued monitoring of DNI with reference to any revenue distribution
framework throughout the decades to come. The two-fold benefits would include: i)
greater granularity within ‘top-down’ analysis approaches such as the global
econometric modelling approach utilised in the formal Task 3 methodology or any likely
framework for the continuous assessment of DNI; ii) a much-improved ability to conduct
‘bottom-up’ analysis approaches (including the methods presented in this paper), where
remaining data gaps can more easily be filled with proxy data or assumptions.

ACTION REQUESTED OF THE GROUP

22 The Group is requested to consider the content of this paper and note its contents
where relevant to the Work of the CIA Steering Committee.
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Annex A - Impacts of IMO mid-term measures: Pacific Island Country Case Studies
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