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Overview of the study
• This paper is intended to to help inform national 

consultations, and the formulation of strategies that guide the 

smooth transition. 

• Based on a synthesis of existing research, analysis and 

shared learning, and has benefited from an initial round of 

consultations with key stakeholders. 

• Includes a series of recommendations, but is not presented 

as a final ‘transition strategy’ document. 

• Envisaged that it will provoke necessary further thinking, 

discussion, research, and analysis.
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Key messages

• Vanuatu’s graduation from LDC status is a significant 

event, and should be celebrated.

• Transition to be led by the ongoing implementation of 

Vanuatu 2030 | The People’s Plan

• Likely impact on current trade and aid arrangements 

are minimal, but there is no room for complacency 

• Smooth transition requires careful planning, national 

consultations, and smart negotiations.

A reason to celebrate

• ‘As a country, we are growing up, and [graduation] is an 

important next step’

• Graduation instils a sense of confidence in donors, trading 

partners and investors

• New opportunities open up though direct budget support, 

commercial and concessional lending, and direct foreign 

investment

• Narrative shift from just focusing on problems to 

demonstrating commitment to reform and achieving results
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The overarching strategy 

already exists
• Universal commitment under the 2030 Agenda and SDGS to leave no 

one behind, and for development to be country-led in accordance with 

national priorities 

• There is renewed policy momentum to improve social, economic and 

environmental indicators under Vanuatu 2030

• Sectoral strategies have been updated to boost productive capacity, 

reduce reliance on imports, and improve export potential

• Next chapter will be more challenging than before - translating policy 

momentum into real progress to improve lives and livelihoods

• Need structural transformation of the economy, while protecting the 

country’s rich cultural and environmental assets 

Impacts will be minimal, but 

no reason for complacency 

TRADE 

• Over half of main exports are traded duty-free, mainly under global 

tariff commitments or regional trade agreements

• Only beef sent to Japan and coconut oil to Taiwan utilise the LDC 

duty-free concessional measures

• Copra exported to the Philippines subject to 10% tariff and coconut oil 

to Malaysia subject to 5% import tariff

• Major discrepancies between national and external (mirror data) 

reporting on fisheries
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AID

• Main bilateral development partners have reported that LDC 

status is not a key factor in aid allocation

• 2018 by CDP indicates LDC graduation will have no impact in 

terms of programming decisions and support offered by main 

multilateral development partners (EU, ILO, UNFPA, 

UNESCO, WFP, WHO, Global Fund, GAVI)

• UNDP ands UNICEF required to allocate 60% of regular 

resources to LDCs, however:

fulfilling the pledge contained in the 2030 Agenda to “leave no one behind” requires focusing on the

hardest to reach children whether or not they are in LDCs, and many are not. Therefore, UNICEF’s “focus

on giving every child and equal chance in life does not change while a country graduates from the list of

LDCs”.

UNICEF statement, 2018
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FINANCING

• ADB and World Bank do not use LDC status as part of 

assessment criteria

• LDC specific concessional lending: Japan, Korea, Germany

• May be able to access larger lending portfolio under 

concessional and commercial arrangements - rates and 

terms subject to negotiation

• Need for full analysis of the financing options available, and 

changes under the Addis Ababa Action Agenda

CAPACITY BUILDING

• Enhanced Integrated Framework (EIF) can be extended to 

2023

• Transition strategy to identify capacity constraints and means 

to address them across Vanuatu 2030 implementation, and 

focus on: 

- trade (WTO obligations and reporting commitments)

- climate change (including accessing financing streams)

- building productive capacity (primary sectors)
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Ensuring a smooth transition

• Planning is critical

• Information gaps exist in terms of trade (especially 

WTO commitments) and financing for development

• More than ever need smart negotiation and deeper 

diplomatic engagement

• General lack of awareness means consultation and 

information raising activities essential 

Costs & Benefits

• Loss of duty free access 

(esp. beef to Japan)

• Increased exposure to trade 

wars of others (tariffs)

• Loss of access to EIF 

funding (after 2023)

• Loss of access to Global 

Environment Facility LDC pot

• UN peacekeeping cost to 

double and no travel funding

• Enhanced country image

• Greater confidence for donors 

and investors

• New funding streams through 

commercial loans, blended 

finance and private sector 

investment

• Deeper engagement in 

international forums 

• Chance to kickstart Nation 

Building 2.0 with focus on 

broadening economic base 



03/12/2018

7

Thank You


