LIMITED
LC/CAR/L.60

15 November 2005
ORIGINAL: ENGLISH

CARIBBEAN SMALL STATES, VULNERABILITY AND DEVELOPMENT

This document has been reproduced without formal editing.



Table of Contents
Lo INEEOAUCTION. ... 1
2. Size and deVelOPMENt ...t 2
3. Notions of vulnerability and small States.........................cooooiiiii e 4
The Economic Vulnerability Index.......................cooiiii e 7
The Environmental Vulnerability IndeX ... 9
The Social Vulnerability indeX ..................c.coooiiiiii e 10
4. Natural disasters and the vulnerability of four Caribbean SIDS..................................... 13
5. CONCIUSIONS ... e 23
ANNEX L. 25
ANNEX 2o 30
ATINEX 3 e 32
ANNEX oo 33

BiblIOGIaphy ... 34



Table 1:
Table 2:
Table 3:
Table 4:

Table 5:

Table 6:
Table 7:

Table 8:

Table 9:

Table 10:

Figure I:

Figure II:

Figure I1I:

Figure IV:

i

List of Tables
Impact of natural disasters on the selected countries for the period 1980-2004........... 1
Selected social and economic indicators for four Caribbean SIDS ............................. 3
Economic vulnerability indices for selected Caribbean SIDS by type of index............ 8
Environmental Vulnerability Index (EVI) for selected Caribbean SIDS .................... 10
Results of pilot test of the Social Vulnerability Index comparison to other measures of
social development by selected countries.......................occooooioiiiiioiiii e 12
Natural events and possible threat ... 14
Description of natural @Vents ......................oooooiiiii oo 15

Impact of Hurricane Ivan on living conditions of people in four selected
COUIITIES ..ottt ettt ettt ettt 16

Indicators of the use of vulnerability risk reduction measures ................................ 20

Sectoral distribution of the impact of Hurricane Ivan on four selected countries ...... 22

List of Figures

A conceptual framework for vulnerability ... 5

Percentage of deaths and affected population as a percentage of
of the totals for four Caribbean SIDS (1980-2004) .............cccoooiiiiiiiiiiiiee 13

Damages caused by natural disasters (in US$ millions) for four
Caribbean SIDS (1980-2004) ........c.oooiiiiiiiioe e 14

Framework for the social dimension of vulnerability to a natural disaster................. 17



Abstract

The paper presents a review of the current discourse around notions of size and
vulnerability and addresses the significance of such to notions of the development of small
States. It draws on work undertaken by ECLAC in the socio-economic assessment of natural
disasters in four SIDS: Grenada, Haiti, the Cayman Islands and Jamaica, and to illustrate the
extent of vulnerability of Caribbean SIDS and the implications of that vulnerability on social
policy, governance and development, taking into account Sir Arthur Lewis’ discourse on
development.

The paper was presented at the 6™ Annual SALISES Conference on Governance,
Institutions and Economic Growth: Reflections on Professor W. Arthur Lewis’ Theory of
Economic Growth.



1. INTRODUCTION

This paper seeks to examine the impact of natural events on the development potential
of four Caribbean small States taking into account the notion of development as discussed by
Professor W. Arthur Lewis. In doing so, it will explore the vulnerability of these States to the
recent natural events, and how that vulnerability impacts on the countries’ capacity to address
social dimensions of their development goals.

The Economic Commission for Latin America and the Caribbean (ECLAC) formed the
primary research team in the selected countries that undertook the macro socio-economic
assessment of the impact of Hurricane Ivan on the Cayman Islands, Grenada and Jamaica and
Tropical Storm Jeanne on Haiti during September to December 2004.' The ECLAC
Methodology was used for the assessments. Analysis of the similarities and differences of the
country experiences can enrich the discussions and provide greater understanding of issues
related to the development of small States and their vulnerability.

An examination of the impact of natural disasters on the four countries for the period
1980 to 2004, presented in Table 1, indicates that over 8,000 persons lost their lives; nearly six
million persons were affected; and US$5.6 billion dollars in damages were sustained. The cost
of damage during that period represents twice the total GDP in 2002, of the four countries
combined. It should also be noted that US$5.2 billion, or 92 per cent of the cost of the damage
during that period, could be attributed primarily to the effects of the disasters which occurred in
September 2004.

Table 1
Impact of natural disasters on four selected countries 1980-2004
COUNTRY DEAD AFFECTED IMPACT IN US §
Cayman Islands 2 35,389 3,432,000,000.00
Grenada 39 142,000 899,000,000.00
Jamaica 582 1,844,138 192,286,000.00
Haiti 7410 3,761,508 1,112,114,300.00
TOTALS 8033 5,783,035 5,635,400,300.00

Source: Drawn from the OFDA/CRED International Disaster Database (sourced on Jan 27, 2005 from www.em-dat.net — Universite
Catholique de Louvain — Brussels- Belgium; and ECLAC data for Hurricane Ivan.

This paper seeks to place the issue of natural disasters within the discourse of the
development of Caribbean small States, based on arguments which suggest that small States can
suffer severe setbacks due to the impact of natural disasters with unprecedented consequences
for lives, livelihoods and hard-won development gains (Briguglio, 1993; United Nations, 1994,
Pelling, 2002; United Nations, 2004). Small States, due to their limited capacities to repair and
restore damage caused by natural disasters, can suffer harmful consequences, not only on the
immediate quality of life of their affected populations, but also on their long-term development
prospects. ECLAC experts, who have been involved in the macro socio-economic assessment

! See the ECLAC Disaster Assessment Training Manual for (SIDS) produced by the ECLAC Subregional Headquarters for the
Caribbean; LC/CAR/G.660.



of damages to the Caribbean region, have suggested that it could take some countries that were
impacted by Hurricane Ivan, from a minimum of 5 to a maximum of 15 years to recover.’

2. SIZE AND DEVELOPMENT

The literature, which treats with size and development, is not always in agreement on
what constitutes a small State. Generally a number of criteria have been used which speak to
the geographic, demographic, economic and political dimensions of the State. Sometimes
combinations of some or all of these criteria are used in the categorization process. This leads
to various notions regarding what is the best criterion to be used in the inclusion or exclusion of
States from that category.

When small States have been defined based on geographic considerations, although land
size is one of the primary considerations, other characteristics have been considered such as
their insular character or their location on continents resulting in categories ‘small island States’
and ‘land-locked States’, respectively.

When population size has been used, various groupings present themselves. These have
not been hard and fast groupings as groupings of States with less than a population of one
million, or less than 1.5 million, have often included Jamaica despite its population of over 2
million. Briguglio (1997) in developing an alternative economic vulnerability index suggests
five categories for States: very small — up to 1.5 million; small- over 1.5 million and under 10
million; medium — over 10 million and under 50 million; large — over 50 million and under 100
million and very large — over 100 million.

When the size of the economy is the defining category, Haiti, with a GDP per capita of
US$1,610 (see Table 1), the lowest in the Caribbean region, has found itself included, and some
otherwise geographically and demographically defined small island States have been excluded,
because of their high per capita GDP.

In the Alliance of Small Island States (AOSIS)’, Cuba with a population of some 11
million is included, Haiti which occupies part of an island, and Belize, Guyana and Suriname,
all continental States are also included because of their low lying coastal zones. Non-
independent territories, such as Puerto Rico and the Cayman Islands, have also been included.*

The researcher can only conclude that the use of the nomenclature of ‘small States’ or
‘small island developing States’ is subjective. Groupings are often based on the nature of the
enquiry, the political sensitivity of those engaged in the grouping or the enquiry, and the region
of the world in which the enquiry is being conducted. These issues however, have not

% Pelling (2002), citing Day (2000) suggests that Hurricane Mitch, which occurred in 1998, had set back development in
Nicaragua by some 20 years.

3 The AOSIS is a coalition of small island and low-lying coastal countries, comprised of a membership of some 43 States and
observers, which share similar development challenges and concerns about the environment, particularly their vulnerability to
the harmful effects of global climate change.

* The Commonwealth Study on Small States includes Cayman Islands and Puerto Rico and AOSIS includes non independent
territories such as Puerto Rico, British Virgin Islands and the United States Virgin Islands. See Annex 1 for a listing of
Caribbean States in AOSIS.



diminished the legitimacy of the discourse around small States, or Small Island Developing
States (SIDS) in the author’s opinion, but makes apparent the ‘real politick’ of the twenty-first
century and highlights the challenges inherent in the movement towards global integration and
liberalization for States of differing capacities. It also keeps to the fore the real threats of
climate change for small States and low-lying regions globally and in the Caribbean.

Suffice it to say, there is no difficulty with the identification of the four States selected,
as ‘small States’, in light of their inclusion in numerous categories that have been constructed.
In addition, as the discussion proceeds, the similarities of these States, in the wake of a natural
disaster, will demonstrate how essentially they are linked to the conditions of SIDS.

Table 2 presents a selected number of indicators, some of which could be used as
defining characteristics of small States, such as population size, land size and GDP per capita.
The data also demonstrates the diversity of small islands, such that the Cayman Islands and
Grenada have land sizes of 259, and 312 sq km, respectively, and population sizes of 42,000
and 102,000, respectively; while Jamaica and Haiti, on the other hand, have land sizes of 10.9
and 27.7 thousand sq km, respectively, and population sizes of 2.6 and 7.9 million, respectively.
The per capita income of the islands also varies from US$35,000 to US$1,600. The proportion
of population defined as poor is also widely dispersed from 65 per cent to 19.7 per cent. The
political status of the four countries is quite different as well. Jamaica and Grenada are
independent and have parliamentary democracies; the Cayman Islands is an Overseas Territory
of the United Kingdom; and Haiti, the oldest independent republic in the western hemisphere, is
currently under the control of United Nations peace keepers, with an appointed interim
government.

Table 2
Selected social and economic indicators for four Caribbean SIDS
COUNTRY | SIZE POPULATION | POPULATION | COAST | POPULATION GINI GDP PER
(KM?) DENSITY LINE POOR CO- CAPITA
(POP/KM?) (KM) (%) EFFICI | (PPPSUS)
ENT 2002
Cayman
Islands 259 42397 164 .. .. .. 35,200
Grenada 312 102,632 329 121 32.0 0.45 7.280
Jamaica 10,991 2,620,000 238 1022 19.7 0.38 3,980
Haiti 27,750 7,929,048 286 67.0 0.65 1,610

Source: Population: Population and Households Census 2001 (for all countries except the Cayman Islands, where data from the Labour Force
Survey 2004 was used.); Population poor: Cayman unavailable; Grenada Poverty Assessment Report 1999; Jamaica - SLC 2002; Haiti - SLC 2001,

Gini Coefficient: Cayman - unavailable; Grenada Poverty Assessment; Jamaica SCL 1999; Haiti SLC 2001

Per Capita Income: HDR 2004; Cayman - CIA fact sheet 2002

It should be noted that although the four selected countries are not as densely populated
as Barbados,” they have a common factor in that many of their populations are concentrated in
low lying coastal locations, thus their populated coastlines make them susceptible to sea surges,
and sea-level rise (Nicholls 1998).

3 Barbados is the most densely populated country in the western hemisphere with 646 persons per sq km.




Sir Arthur Lewis (1955) in his seminal work, Theory of Economic Growth, posits that
“the advantage of economic growth is not that wealth increases happiness, but that it increases
the range of human choice”®. He continues that, “the case for economic growth is that it gives
man greater control over his environment, and thereby increases his freedom”.” Lewis reminds
us, however, that although “growth is the result of human effort. Nature is not particularly kind
to man; she can overwhelm man with disasters which man wards off taking thought and
action”.

As we examine the vulnerability of the four selected islands in the Caribbean we will
seek to ascertain how they have used ‘thought and action’ to reduce vulnerability, specifically
in the social sector and, in turn, how their vulnerability impacts on their ability to support
development.

3. NOTIONS OF VULNERABILITY AND SMALL STATES

Vulnerability is neither a new concept nor one that has transferred easily from its
physical and natural science context to that of the social sciences. In the social sciences it is still
somewhat of a spectre, with many researchers and policy makers unconvinced or unable to
operationalize the concept into tools that are useful for moving individuals, households,
communities or nations, along the continuum of development or measuring or predicting their
advancement.

Vulnerability is a multi-dimensional concept which encompasses biological,
geophysical, economic, institutional and socio-cultural factors (Nicholls, 1998). It is not
exclusive to social systems but can be applied to any human or natural system that interacts
with its environment (Gallopin, 2003). The notion of vulnerability is associated with the idea of
exposure to damage, lack of protection and precariousness (Briguglio, 1998b)’; and the risk of
being harmed or wounded by unforeseen events (Guillaumont, 1999). Inherent in the notion of
vulnerability is a concept of resilience'® or sustainability, which takes cognizance of not only
the impact of the hazard or risk, but the capacity of the system to adapt to or withstand the
impact (Brown, 2002). Within the notion of vulnerability, are two additional facets: one which
speaks to the probability that a risk or threat will occur and the other which refers to the
magnitude of the threat.

® Lewis, Arthur (1955) Theory of Economic Growth. London: George Allen & Unwin Lt. p. 420

7 ibid p. 421

8 ibid. p 23

? Briguglio (1993) reminds us that the meaning of the word “vulnerability” comes from its Latin root, the verb vulnerare,
meaning to wound. Thus the word vulnerable is associated with exposure to damage and susceptibility to outside forces.

19 The World Conference on Disaster Reduction, draft programme outcome document, defined resilience as “the capacity of a
system, community or society potentially exposed to hazards to adapt, by resisting or changing in order to reach and maintain
an acceptable level of functioning and structure. This is determined by the degree to which the social system is capable of
organizing itself to increase this capacity for learning from past disasters for better future protection and to improve risk
reduction, measures”. Pg. 6



Figure I
A conceptual framework for vulnerability
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Figure I illustrates a system being exposed to a hazard or threat. The system has two
dimensions, one of susceptibility and the other of resilience. It is the dynamic between the two
dimensions of the system, its susceptibility and its resilience, and the facets of the threat, its
probability of occurrence (or risk) and its magnitude, which results in an expression of the
vulnerability of the system. Vulnerability then speaks to the potential of a system to respond
adversely or favorably to an occurrence or an event. The World Conference on Disaster
Reduction which convened in Kobe, Japan, 18-22 January 2005 defined vulnerability as “the
conditions determined by physical, social, economic and environmental factors or processes,
which ilrllcrease the susceptibility of a community to the impact of hazards” (United Nations,
2004) .

Most of the work in the area of vulnerability, in the social sciences, has been undertaken
in the component of economic vulnerability. It has arisen out of the understanding by
economists that small economies may be susceptible to unforeseen events, changes in the
external environment or sudden shocks, which occur outside of their ambit of control and are
often not of their making (Pelling 2001; Schiff, 2002; Guillomont 1999).

At the Global Conference on Small Island Developing States which convened in
Bridgetown, Barbados, from 26 April to 6 May 1994, SIDS were being characterized as
possessing limited size, having vulnerable economies and being dependent both upon narrow
resource bases and on international trade. Small States were also identified as being entirely or

""" United Nations (2004) p. 3



predominantly coastal entities. The Small Island Developing States Programme of Action
(SIDS POA) (United Nations 1994), also suggested that SIDS had their own peculiar
vulnerabilities and characteristics, making their search for sustainable development quite severe
and complex.

The SIDS POA argued that there were many disadvantages that derived from small size.
These disadvantages included a narrow range of resources, forcing undue specialization;
excessive dependence on international trade resulting in vulnerability to global developments;
high levels of population density, despite having small populations in absolute terms, thus
increasing pressures on limited resources; costly public administration and infrastructure,
including transportation and communication; limited institutional capacities; and domestic
markets, which were too small to provide significant economies of scale. '*

Governments in attendance at the SIDS meeting in 1994, in paragraphs 113 and 114,
called for “the development of vulnerability indices and other indicators that reflect the status of
small island developing countries and integrate ecological fragility and economic
vulnerability”."” At the AOSIS interregional preparatory meeting for the World Summit on
Sustainable Development, held in Singapore from 7-11 January 2002, representatives called for
“the early operationalization of the economic and environmental vulnerability indices for the
promotion of the sustainability of SIDS and other vulnerable States, ...as well as international
support for the development of a social vulnerability index to complement this work.”"*

It is acknowledged that the use of conventional measures of development, such as
GDP/GNP is insufficient when seeking to measure the development of small States (Crowards,
2000). There is growing agreement that a vulnerability index would be useful to reinforce the
GNP based threshold in seeking to establish access to official finance by small States and
would prove useful in the application of trading rules to small States.”” Such an index would
provide an additional measure of the complexity of development process for small States and
would demonstrate their difference as a group in the global market place, hopefully affording
them additional space for maneuverability and sustainable development.

This discussion on the vulnerability of small States should not lead the reader to
conclude that all is doom and gloom for small States. Small States can avail themselves
through the globalizing processes of the new opportunities which technological changes in
telecommunications and information technology can provide. Through the use of such
technologies, small States can take technological leaps which may reduce cost and increase
access and allow efficiency gains in production processes and marketing which were either not
possible or very costly, before the new technologies.

12 Not all economists are of this view. Authors such as Easterly and Kraay (2000) have argued exactly the opposite, that there
are indeed no disadvantages to being small and suggest that, to the contrary, small States have higher income and productivity
levels than large States and grow no more slowly than large States. They suggest that any disadvantage caused by the volatility
of growth of small States is outweighed by the growth benefits of trade openness.

13 United Nations (1994) SIDS POA pg. 46

1 Cited in the foreword to ECLAC (2003) “Towards a Social Vulnerability Index in the Caribbean”

15 The Joint Task Force of the Commonwealth Secretariat/World Bank, following two high level Conferences, one in February
1999, in Saint Lucia and the other in London in February 2000, concluded that it has been convincingly established that when
looking at small States it is essential to look beyond the conventional indices of development.



Bernal (2001) in speaking to the opportunities which exist for small States, suggests
that the trade in services, including tourism and financial services, are among the most rapidly
growing sectors of the world economy and have become important growth sectors in many
small States. There is also general agreement that the key to development in these small States
is the human resource factor. Professor Arthur Lewis advanced that “knowledge and its
application was the second proximate cause of growth”'®, thus signifying the importance of this
factor.

Following is a brief discussion of the ongoing efforts to produce a measure of
vulnerability in its economic, environmental and social dimensions. The end result is expected
to be a composite index which best captures the most salient features of the vulnerability of
small States.

The Economic Vulnerability Index

It is interesting to note that the initial concerns about vulnerability linked ecological
fragility and economic vulnerability together. It soon became apparent, however, that the two
notions needed to be analyzed separately.'” This was so, despite the understanding that
economic vulnerability could be induced by natural disasters (United Nations, 1999).

The relatively high GNP per capita of some SIDS, resulted in a view of SIDS being
economically strong, when in fact it was argued that their economies were quite fragile
(ECLAC, 1993; Briguglio 1993). The fragility is derived from the risk of being negatively
affected by shocks, such as the rapid decline in the price of a country’s major export or the
erosion of trade preferences or the proliferation of trade blocs (Byron 2000; Schiff 2002). The
risks or difficulties arose from the structure and operation of the markets and the small size of
economic entities.

Work to construct a measure of the economic vulnerability of small States was initially
undertaken as it was surmised that such an index could present a single-value measure of
economic vulnerability which could be considered by donor countries and organizations when
taking decisions regarding the allocation of financial aid and technical assistance. In 1993
Briguglio began work to develop a vulnerability index for small island States. This followed a
proposal from the Maltese Ambassador during a 1990 United Nations Conference on Trade and
Development (UNCTAD) expert meeting on the problems of small island developing states.'
He used indicators of export dependence, insularity and remoteness, and proneness to natural
disasters to measure the degree of vulnerability of small island States.

16 Lewis advanced that there were three proximate causes of growth: the first being efforts to economize either by reducing the
cost of any given product or by increasing the yield from any given input of effort or of the resources. The second is the
increase of knowledge and its application and the third is increasing the amount of capital or other resources per head. (Lewis
1955, pg 11)

17 Guillamont (1999) posits that losses in biodiversity, which reflect ecological fragility and need to be analyzed for themselves
are not necessarily major elements of economic vulnerability.

'8 SOPAC (1999) Report on the Environmental Vulnerability Index (EVI) reported that initial work on the vulnerability of
States focused on the economic aspects even though difterent forms of vulnerability of States have been identified.





http://www.un.org/esa/analysis/devplan/cdpbbackgroundnote.pdf



























































































