CONCLUSIONS OF THE INTERNATIONAL WORKSHOP ON

BUILDING THE ECONOMIC RESILIENCE OF SMALL STATES

organised by the Commonwealth Secretariat and the University of Malta

at the University Gozo Centre, Island of Gozo, Malta, 7-9 March 2005

INTRODUCTION

1. Twenty-five experts from Commonwealth countries and international/regional organisations participated in a workshop on building the economic resilience of small states, held at the University Gozo Centre, Malta, between 7 and 9 March 2005. The participants included policymakers, practitioners and academics. Eight University of Malta post-graduate students attended as observers.
2. The workshop built on the outcomes of the workshop held in Gozo (Malta) in March 2004 where the concepts of economic vulnerability and resilience were defined and examined. The March 2005 workshop sought to derive a conceptual framework for the measurement of economic resilience and continued to explore policy orientations towards developing economic resilience in order to mitigate the effects of economic vulnerability. 

3. The workshop took into account the conclusion of the ad hoc expert group on Vulnerability Indices, which met in New York in December 1997, that “as a group, SIDS are more vulnerable than other groups of developing countries”. This conclusion was later reaffirmed by the Secretary General of the United Nations in his report to the General Assembly. Participants further noted that the three regional preparatory meetings for the Mauritius International Meeting, held in Samoa, Cape Verde and Trinidad and Tobago, confirmed that SIDS, as a group, face particular handicaps as a result of their economic, environmental and social vulnerability. Moreover, the Mauritius International Meeting held in January 2005, reconfirmed the vulnerability of SIDS and called for the development of a resilience index. 

4. Participants discussed various issues which characterize the economic structure of small states and which impinge on their vulnerability and resilience, including:  

· international trade arrangements including the erosion of preferential trade arrangements and the continuing need for special and differentiated treatment and necessary policy space for small states, particularly SIDS, within the World Trade Organisation WTO);

· the exposure to risks inherent in commodity exports;

· the role of sound public finance and management of public resources;

· the structural shifts from trade in goods towards services;

· security issues and crime control, which are often key factors in economic development;

· the management of environmental assets and the threats posed by climate change;

· investment in human capital, which is ultimately the primary source of economic growth;

· the threats arising from the spread of HIV/AIDS;

· the importance of good governance;

· the role of regional organisations and the impact of regional co-operation, and;

· the importance of better aid management, within the context of graduation from least developed country (LDC) status of a number of SIDS;

5. Participants reaffirmed that the inherent economic vulnerability of small states has been internationally recognized. Such vulnerability arises from exposure to adverse external shocks beyond the country’s control, as well as structural handicaps, exacerbated by inter alia a high degree of openness, export concentration and high dependence on strategic imports, remoteness and high transport costs, susceptibility to natural disasters and climate change. Although these conditions pose serious handicaps for the sustainable economic development of small states, participants noted that a number of small states have been able to mitigate the effects of these difficulties through appropriate policy orientations focused on building resilience. 

6. Participants agreed that resilience building in small states should be aimed at withstanding vulnerability and that therefore the concept of resilience should not be divorced from the concept of vulnerability. 

THE RESILIENCE OF SMALL STATES

7. Participants recognized the need for a focused conceptual framework on resilience building in addressing the vulnerability concerns, as well as in strengthening national and regional policy approaches. The building of economic resilience has been recognized to emanate from good policy practices in a number of areas, including: macroeconomic stability; microeconomic market efficiency; good governance, social development and cohesion, and sound environmental management. 

8. Participants considered the work in progress on an index that attempts to measure the degree of economic resilience with regard to these dimensions, based on available information. The work presented indicates that inherent vulnerability is harmful to economic development, but that in general, these negative effects can be mitigated through the pursuit of appropriate resilience strategies. The participants agreed that this work constituted a valid step towards more research focused in this area. They also noted that there were significant data gaps for small states, especially SIDS, and that further work is required in the field of data collection and analysis.

9. Participants also recognized the need for integrated, participatory and collaborative schemes, involving all major stakeholders, to ensure the success of resilience strategies, principally through capacity building. In this regard, technical and financial assistance and cooperation from the international donor community is of paramount importance to support efforts of small states to build their capacity to cope with their vulnerability and to build up resilience through an integrated approach covering all potential sources of resilience.

RECOMMENDATIONS FOR SMALL STATES
10. Participants agreed that available evidence and expert opinion supports the view that the building of resilience requires an integrated approach covering a wide range of policy dimensions. Among the various policy issues in this regard, participants highlighted the following:

(a) prudent and sound macroeconomic policies within the context of promoting sustainable economic growth and development;

(b) appropriate microeconomic policies aimed at promoting the best use of resources from the economic, social and environmental perspectives;

(c) education, training and lifelong learning to promote human capital, including entrepreneurship;

(d) social development and cohesion through programmes aimed at eradicating poverty and promoting dialogue among stakeholders in development;

(e) the enhancement of ecological capital and sound environmental management through horizontal and vertical integration of environmental sustainability, and the acknowledgment that environmental resilience is an integral part of economic resilience;

(f) promotion of good governance in the public and private sector to facilitate sustainable economic growth, ensure security and the respect for the rule of law, eradicate corruption and to promote accountability, transparency and efficiency;

(g) capacity-building towards the formulation, effective implementation and evaluation of policies and programs aimed at building resilience;

(h) enhancement of the absorptive capacity of countries in the context of building resilience;

(i) identification of best practices and sharing of experiences in the development of resilience; and

(j) building greater awareness among policy makers and all stakeholders, regarding the need for resilience building.

REGIONAL AND INTERNATIONAL DIMENSIONS

11. Participants agreed that the negotiating capacity of small states, particularly SIDS can be enhanced by appropriate analytical tools including vulnerability and resilience indices. The support of regional and international organisations was urged in this regard.

12. Participants commended the work carried out by the Alliance of Small Island States (AOSIS) in formulating a collective position for SIDS in international fora, in particular those where international instruments are negotiated, should be supported and recommended that this valuable work should be supported, including through the establishment of a formal AOSIS Secretariat. 

13. Participants also commended the work of the Commonwealth Secretariat to foster co-ordination among small states in their efforts to be considered as meriting special treatment within the WTO and call for strengthening of such support.

14. Participants expressed their gratitude to the international and regional organisations that have supported efforts by small states to promote their sustainable development. They were also appreciative of the work carried out by Universities and research institutions, notably the University of Malta, the University of the West Indies and the University of the South Pacific, in the interests of small states. Participants urged the continuation of this work within the context of the University Consortium of the Small Island States through the development of a research, training and data collection program, and in this regard, technical assistance should be sought from various development agencies to advance this important and critical activity.

RECOMMENDATIONS FOR THE INTERNATIONAL COMMUNITY

15. Participants urged:

(a)

the UN Commission for Sustainable Development to take note of the special situation of Small Island Developing States in the context of the outcomes of this workshop and to request the international donor community to support SIDS in their resilience-building efforts;

(b)

relevant UN agencies, including the UN Conference on Trade and Development (UNCTAD), the UN Development Programme (UNDP) and the UN Environment Programme (UNEP), to continue providing support to small states, particularly SIDS, towards the promotion of sustainable development in general and resilience building in particular; in this regard, special reference was made to the UNDP Resilience Building Facility, established at the Mauritius International Meeting to assist SIDS in their efforts to cope with their inherent vulnerabilities and to build their resilience;

(c) 
the international donor community, including multilateral financial organisations, to extend financial and technical support to small states in their efforts to cope with their inherent vulnerability and to build their resilience;

(d) 
the WTO, to take account of the special trade concerns and needs of small states, particularly SIDS, and their vulnerabilities arising from trade liberalisation and globalisation, and accordingly consider granting special and differentiated treatment to such states.

FUTURE WORK

16. Participants recognized the value of the work presented so far, in improving the evidence base for building and measuring economic resilience of small states. They agreed on the need for further research work in this area, particularly in identifying the best policy orientations for small states to develop their economic resilience to assist national and regional policy-making. 

17. Participants requested the Commonwealth Secretariat and the World Bank to take into account the outcomes of this workshop, in their review of the 2000 Report on Small States and in making further recommendations for support to Small States in meeting the challenges of globalisation;

18. Participants requested the Commonwealth Secretary General to report on the progress made on the findings of this workshop to Commonwealth Heads of Government and seek further guidance at their Meeting (CHOGM) scheduled to be held in Malta in November 2005.

EXPRESSION OF GRATITUDE

19. Participants expressed their gratitude to the Government of Malta and the University of Malta for their hospitality and warm welcome and for creating congenial conditions for a successful meeting.

20. Participants also thanked the Minister of Foreign Affairs and the Minister for Gozo for their contributions to the deliberations, and the support expressed by both ministers in promoting

measures in favour of small states.

21. Participants requested the Chairman of AOSIS to circulate the workshop outcomes to the members of AOSIS, in the context of the follow-up to the Mauritius International Meeting at CSD-13.

