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I. INTRODUCTION

1, In its resolution 41/163 of 5 December 1986, the General Assembly reaffirmed
its earlier resolutions as well as those of the United Nations Conference on Trade
and Development (UNCTAD) on specific action related to the particular problems and
needs of island developing countries. 1/ While expressing its appreciation to all
States and organisations that had responded to the special needs of island
developing countries, it noted with concern that the specific measures envisaged in
the relevant resolutions of the United Nations had not yet been fully implemented,
and called upon all States and international organisations and financial
institutions to intensify efforts to implement specific actions in favour of these
countries.

2, In paragraph 10 of the above-mentioned resolution, the General Assembly
requested the Secretary-General '"to prepare an analytical and comprehensive
report, ... which should include specific recommendations to ensure that the
General Assembly at its forty-third session is able to undertake a thorough review
of the problems and special neads of island developing countries".

3. The present report has been prepared by the UNCTAD secretariat in accordance
with paragraph 10 of the above-mentioned resolution. In order to assist in its
preparation, the Secretary-General of UNCTAD sent a note on 15 January 1988 to
United Nations bodies and agencies requesting their views on this subject. He also
convened a Group of Experts on Island Developing Countries, which met at Malta on
24 and 25 May 1988. 2/ This meeting was also attended by representatives of the
Commonwealth secretariat, the United Nations Economic and Social Commission for
Asia and the Pacific (ES8CAP), the United Nations Economic Commission for Latin
America and the Caribbean (ECLAC), the Department of Technical Co-operation for
Development of the United Nations Secretariat and the United Nations Development
Programme (UNDP).

4. The present report takes into account the views expressed by the Group of
Experts and by the agencies. Section II deals with the problems and prospects of
island developing countries and section IIl contains conclusions and
recommendations.

I1. PROBLEMS AND PROSPECTS OF ISLAND DEVELOPING COUNTRIES 3/

5, Many of the problems of island developing countries (IDCs) are those of
development in general and are not ex-:lusive to this category of countries. 4/
Nevertheless, it can be argued persuasively that many of them are more pronounced
in their impact on island developing countries, particularly the small ones. 5/

+6, When the question of IDCs was first raigsed within the United Nations - at the
third session of UNCTAD in 1972 only their insular character was mentioned (see
UNCTAD resolution 65 (III) of 19 May 1972). However, since that time, all the
studies carried out in UNCTAD and elsewhere, as well as digcussions that have taken
place in various seminars and other forums have tended to focus on small sisze as a
key characteristic. 6/ At the subsequent sessions of UNCTAD and the General
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Assembly it was recognised that "the difficult problems faced by island developing
countries, in particular those which suffer handicaps due especially to their
smallness, remoteness, vulnerability to natural disasters, constraints in trangport
and communications, great distances from market centres, a highly limited internai
market, lack of natural resources, the acute problem of obtaining fresh water
supplies, heavy dependence on imports and a few commodities, depletion of
non-renewable resources, shortage of administrative personnel and heavy financial
burdens (General Assembly resolution 41/163). While the present report deals with
the common problems of all IDCs as described above, it gives special attention to
the problems of those IDCs which are small in terms of population, land area, and
GNP, or all three.

A. DRomestic resourges
1. Natural and geographical factors
(a) Lack of natural resources

7. Lack of natural resources has been noted as one of the handicaps of IDCs in
the General Assembly and UNCTAD resolutions. This is a characteristic which is
mostly related to the smallness of the land area of a country. In fact, the
developing countries with the smallest land areas happen to be islands, The
non-island developing country with the smallest land area (Gambia: 11,295 km2) is
more than 10 times larger than 35 of the IDCs listed in annex I, table 1, +hereas
only 12 IDCs (out of 55) have a larger surface area than the Gambia.

8. Although a number of IDCs have a favourable ratio of fertile land to
population, the very small land area of many of them tends to limit their
agricultural potential, and is .ssociated with water supply constraints

(see para, 14, below). 8imilarly, the small land area - as well as the geological
formation - of most IDCs implies that they have limited mining potential. If one
excludes the relatively larger island countries - some of which (for example,
Indonesia, Papua New Guinea) are particularly well endowed - there are only few
IDCs with economically significant mineral resources: Bahrain., Bruuel Darussalam
and Trinidad and Tobago for hydrocarbons; Nauru for phosphate; Fiji for gold;
Baliamas and Turks and Caicos for aragonite. Among other small IDCs where mineral
prospection is actively taking place, particularly for gold, ~nly the Solomomn
Islands and Vanuatu deserve mention (in addition to Fiji), both having relatively
large land areas and being located in "the rim of fire” belt. The lack of natural
resources of IDCs should however be qualified by the potential provided by the vast
Exclusive Economic Zones which many of them have acquired undw: the Convention on
the Law of the Sea (see para. 52 below).

(b) Dpepletlon of pon-renewable resources

9. Depletion of non-renewable resources has already occured in some IDCs
including Kiribatl (phosphate on the island of Banaba), Vanuatn (manganese on the
island of Efate) and Haiti (bauxite). 1In addition, by the and of the century the
resources responsible for the prosperity of three other island countries will

/.ll




A/743/513
English
Page 6

probably have been substantially depleted: oil in Bahrain and Trinidad and Tobago,
and phosphate in Nauru. The mining resources of the Dominican Republic (gold and
silver at the Rosario mine) are also reported to be near exhaustion.

(c) Environmental problems

10. The special environmental characteristics of islands have been well
documented. 7/ A first aspect is the delicate ecological balance of islands,
particularly small islands, whose isolation has permitted the evolution of endemic
species and where the lack of diversity of flora, fauna and paople reduces
ecological resistance to outside aggressions. In the past this has led to
catastrophic results, 8§/ It is estimated that of the hundred species of birds that
have become extinct over the past four centuries, only one tenth lived on
continents, and the rest were endemic island speclies. 9/ Examples of this same
type of vulnerability leading to economic repercussions include the havoc caused to
coconut plantations by the introduction into several tropical islands of the large
beetle orychtes rhinoceros, and the epidemic of swine fever which hit Sao Tome and
Principe in 1978 and wiped out the totality of the pig population, causing meat
imports to be multiplied nearly eleven-fo0ld in three years. It is probable,
however, that with the advent of widespread air travel, even to the most remote
igslandg, the danger of human and economic catastrophes due to the introduction of
exotic material has lessened, in so far as mcst islands, having been exposed to
outside influences, may have been "vaccinated" in this regard.

11. Another instance of the environmental fragility of small islands is the ease
with which eroded soil is carried into the sea, rather than being deposited in
plains. In islands that are under cash crops, this erosion is compounde: by the
fact that the pesticides and agricultural chemicals used are swept into the sea and
threaten the 2cology of the coastal and marine systems, as has been found in the
Caribbean Windward Islands. 10/. Similarly, the lack of construction aggregates
for "modern'" buildings, road works and jetties has led in a number of islands to
intensive sand dredging and even to the use of reefs for road ballasts, with
disastrous environmental consequences, including the destruction of reefs., 'The
environmental problems of IDCs ere usually more acute on the coastal zones, where
activities, including tourism, are increasingly concentrated,

12, All development actions will necessarily involve some irreversible changes,
but "nature allows very little margin for error for people living in small
iglandys., Irreversible events are, at the very least, additive in their effects on
smalil island economies". 1ll/ In this regard, a major oil tanker accident -~ an
ever~-present risk particularly for the islands in the eastern Caribbean and in the
western Indian ocean, which are close to heavy tanker traffic - would be truly
catastrophic.

Environmental advantages

13. While most of the environmental problems of islands noted ahove cunstitute
handicape to their development, it should ba noted that islands also have some
environmental advantages, which makes many of them so attractive as tourist
destinations. These include & relative absence of certain types of air and sea
pollution and noise associated with large~scale urbanization,
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(&) Freah water supplies

14. Water supply is another probluem, Only the largest and wettest of high islands
have ample sources of water. Even on some of these islands, there are seasonal and
sometimes serious shortages. Most small islands, and in particular atolls, have
few or no permanent streams or lakes, and beneath such islands their lenses of
freshwater are often small and easily depleted. Wells and bores are readily
invaded by saltwater and become permauently unusable for most purposes. Where
suxface drainage exists, deforestation (which in many islands took place on a
massive scale in the early colonial period) has often led to the loss of
"permanent” streams.

(e) Vulnerability to patural digastera

15, Proneness to natural disasters, owing to both meteorological and geological
hasards, is another environmental condition which tropical and subtropical islands
have to live with. This is due to several factors as follows:

"Tropical cyclones, including hurricanes and typhoons, are essentially a
feature of warm oceans and coastal regions; over larger land masses and
temperate seas their violence decreases rapidly. Volcanoes, earthquakes and
high mountain ranges, of which islands are often only the highest tips, are
mostly concentrated in gquite narrow active zones. These active zones are
associated with the boundaries between iLhe 15 or so rigid lithosphere plates
of which the earth's outer shell is composed. Along such active zones,
stretching down the Pacific, Atlantic and Indian Oceans are found the island
tips of submarine ranges which are particularly prone to seismic and volcanic
activity." 12/

Only in the case of droughts would it seem that IDCs suffer rather less severely
than continents in the same latitudes, but when they do occur they can be
disastrous, as in Cape Verde, or expensive, as in the case of the 1984 drought in
Antigua, where water supplies had to be brought from neighbouring islands by barge.

16. In particular, tropical cyclones have been the most frequent and damaging type
of disaster in island countries. In some years, the Philippines archipelago is hit
by 30 or more typhoons. 1n the Caribbean, the tropical stoim which hjt Saint
Vincent and the Grenadines in early September 1986 wiped out more than half of the
country's bananra crop, the main export product. 1In the Pacific, many islands also
receive painful blows every year. 13/

17. Finally, mention should be made of the likely effects on islands of the
expected global climatic changes known as the '"greenhouse effect". It is being
predicted with increasing confidence that in the next 30 to 50 years the mean
surface temperature of the globe will increase by 1.5°C to 4.5°C. Oune of the
consequences of this will be a rise in the sea level, through thermal expansion, hy
20-140 cm. Thie wilil affect all coastal nreas, destroying human habitat and vital
infrastructure, hut would be particularly catastrophic for the small low-lying
islands, some of which could disappear entirely. 14/ An increase in water
temperature would also widen the cyclone belt and produce more violent cyclones.
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(f£) ZIranaport and communications

18. Transport and communications are the most obvious area where islands are
different from vontinental countries. Unless a man-made link can be established to
the mainland (Bahrain, Singapore), there is no possibility of movement on land
which is so prevalent across the borders of continental countries. The fact that
islands cannot connect with the road or railway network or with the water and
electricity distribution system of a neighbouring country makes delivery more
expensive in islands than in most continental countries, however small,

Archipelagic countries

19, Archipelagoes, which almost all IDCs are, suffer from additional transport and
communication constraints., This is particularly acute in the many scattered small
IDCs (for example, Maldives, the Trust Territories of the Pacific, Kiribati) and is
also a major handicap faced by Indonesia (about 3,000 small islands, apart from 5
large anes, spread over a distance of 5,700 kilometres) and the Philippines (more
than 7,000 islands), which makes their national economic and social integration
particularly difficult., An idea of the cost of territorial discontinuity of
archipelagoes may be obtained from the cost of completion of the 3.4 km causeway
between Betio (Kiribati's main commercial centre) and Bairiki (the main
administrative centre), opened in June 1987, which was more than $A 10 million
(about $US 6.7 million), a figure of the order of one fifth of the country's GNP,

International transport costs

20, Available data (see table 1 below) tend to confirm that international
transportation costs are higher for IDCs than for developing countries as a whole,
and substantially higher than for industrialised countries. Table 1 also shows a
slight decline for all countries in the relative importance of transport costs
since 1980.

Iable 1
Freight and insurance as a share of imports, FOB, 1980 and 1986

(Percentage)
1980 1986
Industrialised countries 4.8 4.5
Developing countries 10.3 10.2
Island developing countries a/ 13.0 12.8

Sources International Monetary Fund, International Financial Statistics,
Yearhook 1987, pp. 125-127., PFigures are often estimates based on partial data.

2/ Average oi 26 countries.
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21, For most of the smaller 1DCs (for which comparable data is not available) the
transport costs probably reach higher figures than for those indicated in table 1.
For instance, in Comoros, 1986 balance of payments data show CIF imports of Comoro
francs 12,849 million and FOB imports of CFAF 8,994 million, representing a CIF/FOB
differential of 43 per cent. 15/ Evidence of comparatively higher freight rates in
IDCs iR also provided by an UNCTAD study on eastern Caribbean shipping in 1984, 18/
which indicated that liner freight rates from the United States east coast to the
eastern Caribbean were about 40 per cent above those for the more or less
equidistant Central American ports for general cargo (United States cents 21.38 and
United States cents 15,26 per metric ton/mile, respectively), and more than double
for building materials.

22. Some observed island freight rates would have been higher, and services less
frequent, if shipping were nnt directly or indirectly subsidised, including by
external resources.

23, The higher levels of transport-related costs for island destinations are due
to the low volume of individual shipments from and to islands combined with the
imbalance between the volume of merchandise imports and exports, as well as to the
geographically remote situation of several of IDCs, and the distance from their
main trading partners,

Impact of the modegrn transport revolution

24, Over the past 25 years, islands have been adversely affected by the advent of
modern container/cellular vessels and bulk :arriers. This type of technology,
which has radically changed the nature of international sea traffic, was developed
to suit the circumstances of bulk shipments, and connect with land-based
transportation systems, and in very few small islands would the volume of trade
justify the investment and reorganisation needed to operate or connect with this
mode of transport., The impact of this development has been summed up as follows!

"The situation of islanders in the matter of transport has suffered a
severe deterioration in relative, and even absolute terms. The modern
transport revolution has reached them mainly through pushing down second- to
fifth-hand coastal ships into the island trade, displacing more
socially-ugseful smaller wooden craft ... As maintenance costs of such ships
have soared, while their replacement cost has also become astronomic, services
have deteriorated and the cost of moving goods and people has risen.

Islanders now pay a triple penalty: they pay break-bulk as well as freight
costs both on their imports and their exports, and in addition they find the
main traffic terminals moving further and further away from their shores.
Aircraft ease the situation, but at high cost and moreover the introduction of
ajlrcraft services is often accompanied by a further deterioration of shipping
as passenger revenue is withdrewn from the latter ... It is the transport
stranglehold which, operating without availability of land linkages, is the
sharpest single distinguishing constraint of island development today." 17/

25. As a result of the logistics of modern transportation/distribution networks,
even inter-island trade within the same subregion is often transhipped through
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external hub ports (for example, Auckland and Miami). It is true that many IDCs
have had in recent years to build or improve deep water ports at very high costs
expressed in GDP ra ios or per capita, mostly with external assistance. But, even
in IDCs where deep water ports suitable for direct unloading of container vessels
have been built, the transportation problems from the main port to other islands of
the archipelago remain acute,

Qthar costs of inaularity

26. Apart from being subject to relatively high transport costs, islands must hold
larger stocks of a wide range of goods, including such essential ones as
foodstuffs, fuel and spare parts, than most areas with easier and more immediate
access to supplies and must allow for longer delivery periods. These stocks, as
well as time spent in transit, involve economic costs. In fact, small islands,
being final destinations and irreversible markets from which goods, once deliveread,
cannot economically be shipped out, often suffer from shortages, since only minimum
quantities for which there is an assured market are ordered from overseas.

Air tranaport and telecommunications

27. As in the case of deep water ports, IDCs have over the past 20 years devoted
considerable investmunts - generally with external assistance - to upgrade or set
up facilities o8 rugards airports (to accomodate wide-bodied jets) and
telecommunicatious, .4 telecommunication and airport facilities, in almost all
the Caribbean islands but also in other IDCs such as Malta, Cyprus, Cape Verde,
Seychelles, and such Pacific "cross-roads'" as Guam and Fiji, must be now considered
as meeting minimum standards. The Pacific Regional Telecommunications Programme
aims at equipping every inhabited Pacific island with a telephone service by the
mid-1990s., These improvements have substantially reduced the isolation of many
island communities, altlkough coasiderable isolation persists in the most peripheral
of the IDCs, such as Saoc Tome and Principe, Comoros, Kiribati, Tuvalu, Niue and
Tokelau, as well us in many remote iglands of archipelagic IDCs,

2. Economic activities
(a) Diseconomies of acale

28, The small economic size of most IDCs implies that they have reduced
opportunities to take advantage of economies of scale given indivigibilities in
certain sectors. This tends to lead to high unit costs. While economies of srale
can be exploited through trade by specializing in some activities, this is not
usually possible in such areas as infrastructure, including airports, roads, and
harbours) energy; and services such as administration, health, education (including
the production of teaching material in local languages), training, agricultural
extension, research, storage and marketing. Small countries thus have to devote a
greater share of their financial and human resources to providing basic
infrastructure and services than do larger countries and thus suffer from an
unavoidable cost disadvantage in international competition and in promoting their
development. For instance, the cost of the overall port development scheme in
Mahé, Seychelles was estimated in 1984 at SR 291 million, which is nearly

30 per cent of GDP, 18/
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29, Archipelagic countries, as noted earlier, also suffer from particular
diseconomies of scale, having to duplicate infrastructure on each inhabited island,

(b) Agriculture

30, Agriculture is one sector where small IDCCs have not achieved significant
successes. The perceived advantages, which attracted colonial plantation
agriculture to small islands for production and .xport of crops, such as sugar,
copra, bananas, coffee or cocoa, has been lost owing to social and technical
evolution and, in most cases, IDCs cannot now compete internationally. In almost
all small IDCs production of these types of commodities is stagnating or in decline
and, without the specially favourable arrangements with developed market-economy
countries, notably the European Economic Community, the survival of most of the
traditional export-oriented agricultural activities would be in question,

31, At the same time, IDCs have tended to become increasingly dependent on food
imports (see annex I, table 3 below). Although disadvantages of scale apply to
important agricultural support services (research and extension, input delivery,
transport and marketing of output) they do not operate to the same extent at the
farm level. 19/ Consequently, apart from small IDCs that do not possess any
significant agricultural potential (for example, atolls and others with acute water
problsms, such as Cape Verde), others, particularly those with favourable
land/population ratios, may be in a position to diversify their agriculture and
enhance its contribution to development by way of import substitution, including
the meeting of tourist requirements. Apart from market access problems - discussed
below - this requires devoting more resources to agriculture and addressing a
nunber of issues such as price policy and land tenure constraints, 20/

(¢) Trade policy igsues (limited internal market and dependence on imports)

32, The statistically significant inverse relationship between the size of an
economy and levels of international trade is well known., Thus, in IDCs, imports
represented 36.1 per cent of GNP in 1985 (65.1 per cent for small IDCs), as
compared to an average of 13.3 per cent for all developing countries (see annex 1.
table 3 below). A comparison with 1970 data shows that, in a number of cases, the
ratio of imports to GNP has been somewhat reduced (for example, Barbados, Fiji and
Samoa), whereas in some others there has been a substantial incresse of this ratio
(for example. Muldives and Cape Verde).

33. The openness of small economies is a consequence of their small domestic
markets, combined with the narrow range of resources that they possess. The
constraint of the small internal market has to be offset by opening up to
international trade in order to fulfil the needs that cannot be economically met by
import substitution, Consegquently, this heavy import dependence must be f{inanced
by a correspondingly large export effort to the extent that other forms of foreign
exchange transfers are insufficient. At the same time, the narrow natural resource
base und the low domestic technoloygical capability restricts the range of primarvy
commcdities and indugtrial products that can be produced for export purposes.

34, Another effect of smallness and of the critical minimum size for many economic
activities is the specialization in just a few export lines. This is apparent in
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the relstively high merchandise concentration indices in many IDCs (see annex I,
table 3). Cases of near-100 per cent concentration on one product, such as Nauru
(phosphate), the Netherlands Antilles (until recently, oil refining) or Sao Tome
and Principe (cocoa) are extreme, but export specialisation on a very small number
of items occurs in most small islands. Even in IDCs with a fairly low merchandise
export concentration index, diversification is more apparent than real. Thus,
Antigua and Barbuda (index 0.344) is in fact highly dependent on tourism, which
earned over eight times more foreign exchange than merchandise exports in 1985,

35, Specialization and extreme dependence on the external economic environment
lead to the often-noted vulnerability or lack of resilience of small developing
countries to external shooks over which they have no control. Apart from their
vulnerability to natural or man-made disasters, particularly pronounced in smnall
islands (as noted above), which creates wide fluoctuations in production and wexport
volumes, these countries are price takers and - in the absence of special
international market arrangements - are fully exposed to world market price
fluctuations and to market restrictions., There is very little scope for national
counterbalancing or stabilising action and the national sector can often be
regarded as a mere appendage to externally generated activities,

36, In many IDCs, there is an understandable and legitimate desire to lessen
dependence on outside factors, but the objective conditions limit the poliocy
choices available. A number of IDCs have been able to achieve relatively high
levels of income and growth by stressing outward looking strategies. 21/ However,
situations vary from country to country, and the larger islands have often bwen
able to have a greater degree of gself-reliance and to build up more integrated
production bases.

Special trade arrangements

37. 1In view of the high degree of trade dependence of small island economies
concentrated on a small number of products and markets, the availability of special
market arrangements for their exports is probably of more importance than for any
other group of developing countries. This importance is such that favourable
merket access conditions more than compensate the constraints in transportstion
over long distances faced by the islands. 22/ The main developed country partners
of small IDCs have recognised the vital importance of trade for them, and various
speciasl arrangements (often within broader groupings) apply to several of them. In
any case, their exports, even if they were to grow rapidly, would hardly reach such
a level as to "disrupt" the markets of larger importing countries.

Lomé Convention

38, The third Lomé Convention of 1984 (as well as its predecessors) between the
European Economic Community (EEC) and the African, Caribbean and Pacific developing
countries (to which the majority of small IDCs are parties) makes speclal
provislons for islend countries, in the context of the overall provisions of the
Conventions in favour of assoclated Btates for unrestricted duty-free market access
for most products, stabilisation of export earnings (STABEX and SYSMIN) and
investment promotion, In fact, on a per capita basis and as a percentage of GNP,

/v



A/43/813
English
Page 13

the principal beneficlaries of compensations from STABEX over the period 1975-1983
have been five small IDCs: Dominica, Kiribati, Tonga, Samoa and Vanuatu. 23/ In
addition, the Lomé Convention has particularly favourable market arrangements for
three productes nf gpecial interest to IDCs: rum, sugar and bansnas.

Acrangemants_for the. Caribbean. subregion

39, Other arrangements of particular importance for many Caribbean islands are the
Caribbean Basin Initiative (CBI) of the United States of America and the new
preferential import programme called CARIBCAN with Canada. 24/. The CBI (Caribbean
Basin Economic Recovery Act), which came into effect in 1984, has as one of its
major provisions duty-free entry into the United States for eligible articles from
the 22 beneficiary Caribbean countries - 16 of which are islands. However, the CBI
has yet to yleld significant results. United States imports of non-petroleum
products from CBI beneficiary countries grew by approximately 6 per cent during the
three years 19841986, whereas duty-free imports which were $577.7 million in 1984,
fell to $497.6 million in 1985, but rose to $689.8 million in 1986. 25/ Sugar
quotes from the Caribbean to the United States have also been cut substantially
since 1983 (affecting Barbados, Jamaica, Saint Kitts and Nevis, and Trinidad and
Tobago). 1In any case, it should be noted that many potential island exports to the
United Btates, such as garments, oil, footwear, leather ¢goods and canned tuna, are
excluded from duty-free access under the CBl, while many of the smaller islands
have great difficulty meeting the rules of origin requirements.

40. According to at least one well-placed observer, CBI, in spite of its good
intentions, "has not been effective in achieving (its) objective", 28/ - or at
least not yet. 1In early 1988, there was a proposal before the United States
Congress (Gibbong-Pickle Bill), which, if adopted, would widen the scope of CBl and
prolong its duration. This proposal would attempt to make CBI more effective in
assisting the Caribbean developing countries. Of particular interest are its draft
provisions to lower the value-added requirement for gualification for CBl treatment
for the emall Caribbean islands.

Seuth Pacific Regional Trade and. Economic Co-aperation Agresment

41, In the Pacific, Australia and New Zealand signed the South Pacific Regional
Trade and Fconomic Co-operation Agreement (SPARTECA), with the Pacific IDCs, in
1980, By giving non-reciprocal preferential access to island products, SPARTECA
a.ms at reducing the great imbalance in trade between Australia and New Zealand, on
the one hand, and the Pacific islands on the other. Like CBI, a number of items of
particular intereast to islands were initially on the restricted or negative lists
and the impact of BPARTECA over its first five years was dlsappointing. However,
Australia and New Zealand have agreed, over the subseguent two years, to ease
further the restrictions on market access, including those on sensitive products
such as clothing, footwear and fruit juices. 1In spite of this, the rules of origin
(50 per cent value-added of which 25 per cent may comprise imports from Australia
and/or New Zealand) are difficult tv comply with, particularly for the smallest ind
resource poor IDCs, leading to the criticism that "SPARTECA benefits the countries
thet are already better off". 27/
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Trade promotion and investment promotion

42. These special market access arrangements have been complemented by practical
support to allow IDCs to interact with developed countries institutions and
marketing structures. This is provided for instance by the Developing Countries
Liaison Unit in New Zealand and by the South Pacific Trade Commission in Sydney,
Australia. Closely linked to these special market access arrangements is the
support provided for investment promotion activities. This is already available to
IDCs from the United States (CBI), Australia (Joint Venture Scheme), and New
Zealand (Pacific Islands Investment Development Scheme), and under the Lomé
Convention, (including, through the Centre for Development of Industry).

(d) Rola of tourism and services

43, One of the features of IDCs, particularly striking in many of the small ones,
is the important role of services in their economies generally, and in their export
structure, in particular. The share of services in GDP is substantially higher in
IDCs than in developing countries as a whole (see annex I, table 2, below). 1In
fact, services credits are more important than merchandise exports in 15 IDCa out
of 31 for which data are available (see annex I, table 3 below).

Tourism

44, Tourism is the main sorvice activity associated with IDCs. It has developed
rapidly and is now important in the economies of most IDCs, and dominant in a
number of them., Thus in Antigua and Parbuda, Cyprus, Bahamas, Barbados, Grenada,
Maldives, Seychelles and Vanuatu earnings from tourism exceeded those from
merchandise exports in 1986 (ihid.). This is almost certainly also the case in a
nunber of other islands such as Anguilla, Britigh Virgin Islands, Bermuda, Cayman
Islands, Montserrat, Turks and Caicos and United States Virgin Islands, for which
these data are not avajlable.

45. Tourisem is a highly competitive industry, but on the whole it remains
remarkably recession proof, and unlike goods, is not generally subject to
protectionist meusures on the part of tourist-sending countries. Thus, data from
the Caribbean (see annex II) indicate that, although there have been fluctuations
in individual islands, for all Caribbean islands taken together tourist expenditure
rose steadily every single year from 1980 to 1986,

46, There is considerable ambivalence about tourism, with concerns ranging from
its potentially volatile character, its uncertain net economic benefits and
undesirable cultural and ecological effects, but even islands that were previously
reserved about encouraging visitors (Maldives, Samoa, Tonga), have opened up to
tourism. It is noticeable that those islands which are most dependent on touriam
(for example, Antigua and Barbuda, Bahamas, Bermuda and Cyprus) are those which
have the highest per capita incomes, whereas tnose where tourism is unimportant,
guch as Cape Verde, Como:os, Kiribati, Sao Tome and Principe and Tuvalu are among
the poorest IDCs.

IIIO
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Einancial sexvicas

47, Several IDCs have been successful in offering a variety of financial services
sometimes in sssociation with tourism. The most dramatic illustration of
specialisation in this area is to be found in the Cayman Islands. 1In 1886, there
were almost 18,000 registered companies - numbering more than the adult
population - and some 7 per cent of all Euro~dollar trade was booked through this
financial centre., Bermuda is the werld leader in the captive insurance

business. 2/ Apart from the Bahamas and the Netherlands Antilles, other Caribbean
islands, such as Barbados, Anguilla (850 off-shore banks in 1986), Montserrat (30
off-shore banks in 1986), Turks and Caicos (4,300 registered companies, including
20 banks in 1984, have more recently become international finance centres,
Although such arrangements are in the Caribbean area, Bahrain, Vanuatu, Nauruy,
Tonga and the Cook Islands have also established offshore banking centres, and
Mauritius and Samoa have announced thelr decision to do so., Another related
activity is the provision of open-registry (flags of convenience) facilities for
shipping, which are offered by the Bahamas, Bermuda, Cyprus, the Netherlands
Antilles and Vanuatu among the IDCs,

48, Offshore services of thia type can more easily be established in small islands
or other smaller countries because the fiscal incentives that are provided can be
more easily designed so as not to affect the domestic tax base. However, the
future expansion of offshore centres related to the United States market is in
doubt. Several of them (Bahamas, Barbados, Cayman Islands) have had to enter into
mutual assistance treaties with the United States which give United States
authorities access to bank accounts under certain circumstances. Since 1081 the
United States has established international banking facilities in the United

States - separate units of United States banks - which in effect can offer much the
same facilities as offshore banks. Similarly, since 1987, the tax advantages
enjoyed by United States captive insurance companies oversea: have been
substantially eliminated, In the case of offshore services fur the European
Economic Community, IDCs have to compete with other well-established European
offahore centres.

Qther services

49, One of the new and fast growing service activities in a number of Caribbean
IDCs (including the Bahamas, Barbados, Dominican Republic, Grenada, Jamaica,
Montserrat and Saint Kitts and Nevis) is data processing, particularly data entry.
This activity uses the good literacy skills available in many IDCs, an area where
they have comparative advantage over many other developing countries.

80, A number of Caribbean islends, including Grenada, Saint Vincent and the
Grenadines and Montserrat have attracted "offshore" medical schools. Another type
of service activity important in & number of IDCs is philately (the main foreign
oxchange earner and a major employer in Tuvalu). Finally, in the category of
services should be mentioned the income from logistic services earned by a number
of small, strategically located islands from such facilities as satellite tracking
or weather observation stations, fish and oil transhipment, and aircraft refuelling
(for example, Cape Verde).
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51. Engaging in such service activities does not correspond to the concepts of
"self-sustained growth" or "integrated development", and may appear marginal by
international standards, but in several small IDCs they often constitute an
important part of the economy.

(o) Marine and submarine resources 29/

52. All islands have in common the possibility of taking advantage of the
resources of the surrounding sea. Many IDCs have acquired vast Exclusive Economic
Zones (EEZs) - often many thousand times the siase of their land area - under the
United Nations Convention on the Law of the Sea. This is particularly true in the
Pacific and Indian Oceans, whereas in the eastern Caribbean and the Mediterranean -
where islands are grouped more closely together and are nearer to coastal states -
these zones are often much more restricted. However, these gains to IDCs are at
present more theoretical than real. The exploitation of EEZ resources has mainly
been confined to extensive fighery.

Figheries

53. Contrary to widespread belief, the waters surrounding most IDCs belong to the
least productive in terms of fish stocks in the world, Owing to the small size of
the land area of most islands, nutrient-rich runoff is limited or, as in the case
of low coralline islands, non-existent. The deep water off the coast nf the
majority of IDCes lacks a fish-benign natural environment such as extensive
submarine banks favoured by non-migratory fish. Therefore, fishery is pegged to
the exploitation of highly migratory species (mainly tuna) or of the resources
harboured by the extensive coral reefs.

54, The potential of reef fisheries and of mariculture, as represented by the
cultivation of high value species of sea weeds and of bait fish, in the world's
main island regions has as yet to be fully realized. The Governments of a number
of IDCs, with the help nf international agencies, have embarked on programmes to
harness the fish resources more efficiently by modernising the traditional sector
and trying to convert it into a commercial activity. 30/ However, (as in other
developing countries) this has often proved very difficult and many efforts have
proved costly failures. In fact, many IDCs are particularly high consumers of
imported canned fish,

55. The capital intensive and energy intensive nature of modern deep water
fishing, including the necessary on-shore facilities, as well as the sophistication
of the technical skills required, have restricted the participation of most 1DCs in
this sector.

56. Given these difficulties, several IDCs have opted for the leasing of parts of
their EEZ. To this end, IDCs have either individually or collectively concluded
agresments with interested parties, providing for access to the respective EEZs for
the fishing fleets of those countries. The most comprehensive fishing agreement so
far concerning IDCs is the Tuna Fishing Agreement, signed in April 1987 between the
United States and the member States of the Bouth Pacific Forum Fishery Agency.
Other instances of fishiag agreements are in the Comoros, Sao Tome and Principe and
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the Seychelles. However, the effective surveillance of EE2s is a problem in most
small IDCs,

Non-living marine resources

57. As regards minerals and other non-living resources of the sea-bed and the
subsoil within their EEZ, IDCs do not figure prominently as producars. Their
exploitation in IDCs is generally restricted to the extraction of sand and gravel
from inshore areas, salt extraction and coral mining. BSea-mining requires large
investments, which obviously go beyond the means of most IDCs. Rather than
developing national sea-mining industries, the granting of mining concessions,
similar to the agreements on fishing rights, is likely to become the principal
benef.t that IDCs would derive from mineral resources in the EEZs, In practice,
almost no IDC can expect direct economic returns from the extraction of marine
minerals in the near future. Similarly, significant new offshore reserves of
hydrocarbons have as yet to be found,

58. As regards renewable marine energy sources, such as tidal power, wave energy,
salinity gradient energy conversion, marine biomass and ocean thermal energy
conversion, research and development work is strongly oriented towards applications
in the developed countries. It appears that the marine energy systems when
operational will be large-scale, complex and very expensive. These are the
opposite of the requirements of IDCs, particularly of the small ones.

3. Human and institutional problems

59. 1IDCs experience a number of human, administrative and institutional problems.
This is mostly related to small populations and national income, but these problems
are more acute in archipelagic states. 31/ Even in the largest IDCs, such as
Indonesia and the Philippines, there are special difficulties in administering over
dispersed, culturally distinct and sparsely-populated islands.

(a) Shortages and gapgs in manpower

60. A number of manpower and administrative problems are due to the small size of
the population of most IDCs. Even if financial resources are available to cover
the cost of providing the whole range of government services - a particularly heavy
burden in the case of small independent States, shortages and gaps of manpower with
the required skills are a pervasive problem in almost all small IDCs. Although the
adult literacy rate compares favourably with that of other developing countries and
the labour force tends to be adaptable, its skill content, including management and
entrepreneurship, is often inadequate to upgrade the productive base and improve
the value-added. It is particularly difficult to plan ahead in this respect, not
only on account of migration, but also because the opportunities for development in
small islands often take the form of a very narrow niche in a specialized or
sophisticated international market in specific products or services which is
constantly evolving. However, several IDCs have been able to attract ocutside
entrepreneurship and technology to supplement domestic capabilities in achleving
their national objectives.
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61, In public or private organizations, the shortage of manpower, a conseguence of
a small population, shows up in the fragility of the manpower chain, which can
often be disrupted by absence of staff owing to illness, training, emigration, or
mere attendance at meetings outside the country. Similar events do occur in a
small part of a larger economy, but, in that case, there are back-up resources
which can be brought into play. It is mainly these shortages and gaps of manpower
that explain the weakness of small IDCs in areas such as decision-making,
technology and international relations, where they cannot reach the critical mass.

Recision-making

62. The shortage of high-level manpower sluws down the process of plan and project
formulation and implementation., Often this is undertaken in the absence of
adequate data. In some small IDCs, even basic data on population are inadequate.
Several of them are not able to prepare national accounts and their balance of
payments. These deficlencies in data bases can seriously increase the risk of
ill-informed decisions by either Governments or aid-donors. Yet, planning errors
can be much more costly on a small economy since investible resources available are
limited to a much smaller number of projects.

Zechnelogy

63. The technological base of IDCs is usually narrow in terms of numbers and often
also weak in terms of skills and experience, thus lacking the critical mass for
absorbing major technological advances and coping with rapid structural changes
occuring worldwide, These countries are thus heavily dependent on the external
international economic and technological environment in designing and implementing
their development and trade policies - an area where their margins of
manoeuvrability and options are relatively narrow., They lack the information and
skills to monitor technological developments, assess the structural impact of
technological changes, evaluate and set in motion the best methods and mechanisms
of technology transfer to the productive sector. 8o far, most of the initiatives
for the transfer of technology to small IDCs have emerged from the outside, and
these countries themselves have not been able to play a significant role to set in
motion desirable technology transfers and internal technological advancements.

International relations and negotiating capability

64, Finally, manpower shortages (often combined with financial constraints) also
account for the difficulties of small IDCs in their external relations. Their
overseas representation and effective participation in international meetings and
negotiations are very limited, and they have problems in relating in an expeditlious
and efficient manner with the donor community. They are not well equipped to deal
with multinational corporations on egual terms, and while they need to attract
foreign entrepreneurs and investors, it is a real problem for them to ensure that
foreign operators wishing to establish business do not use them as a cover for
il1icit activities. Problems of this nature are difficult to tackle in larger
States, but they represent an even greater challengz for small islands.

/nl'
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(b) Qther inatitutional constroints

65. Small islands also have special and serious problems as regards their policy
making, administrative and management processes for reasons distinct from those
arising out of tile manpower shortages mentioned above.

66. Social and kinship ties are particularly strong and, while such ties are
valuable in themselves, they make it more difficult to formulate and apply policies
on purely technical grounds. These problems do exist in all countries, but whereas
in larger ones they can be accommodated in ways which have a marginal economic
impact, in very emall countries accommodation may have direct institutional
consequences and adversely affect important economic activities, which places them
at a disadvantage in international competition.

"Natural menepolies"

67. Linked to the transport problem is the observed tendency towards monopoly and
oligopoly in the economic structure of most IDCs, particularly the small ones,
This is the case for instance in import and export trade where the time and cost
for importers of Zinding suitable overseas suppliers and of providing specialized
storage and after-sales service tends to discourage new entrants, while the
existing businesses are in a favourable position to get further entrenched.
Overseas suppliers or their local agents, knowing that they have a captive market,
where the consumer cannot easily obtain alternative supplies by crossing over the
border, have little incentive to give price discounts. Similarly, economies of
scale in operations and international transport often permit the viability of not
more than one processing unit (for example, brewery, or edible-oil refinery), and
of only of a very few insurance companies or banks serving the local market (as
distinct from offshore banks)., Whether these "natural" monopolies/oligopolies are
owned by the State or privately, this implies that many IDCs are disadvantaged by
not being in a position to benefit from competition. 32/ These countries thus tend
to be faced by higher costs and reduced effective consumer welfare.

(¢) Ragional institutions

68. Regional co-operation and integration have special significance for IDCs, as
they are one of the ways of alleviating the constraints due to smallness. 1In the
main island regions, several institutions have been created to further regional
co-operation, and have received strong support from donors. Among the main
institutions in the Caribbean involving IDCs are CARICOM (Caribbean Community), the
Organization of Eastern Caribbean States (OECS), the Caribbean Development Bank and
the Caribbean Development and Co-operation Committee (CDCC), and there are numerous
others covering, for instance, agricultural research (Caribbean Agricultural
Research and Development Institute), higher education (University of the West
Indies), tourism (Caribbean Tourism Research and Development Centre) and the
private sector (Caribbean Association of Industry and Commerce). 1In the South
Pacific, there is no regional grouping exclusively of developing countries. For
historical reasons, five metropolitan powers have equal status with both the
independent and self-governing IDCs as wel)l as the territories in the South Pacific
Commission. When the Bouth Pacific Forum was formed (1971), Australia and New
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Zealand were invited to join the IDCs therein. The forum has created the South
Pacific Bureau for Economic Co-operation (SPEC) and the Forum Finheries Agency.
Similarly, in the Indian Ocean, the French overseas department of Reinion has been
included, alongside the independent island members, in the Indian Ocean Commission,
founded in 1982. The geographical situustion of other IDCs (for example, Malta,
Cyprus, Sao Tome and Principe, Cape Verde) is such that regional co-operation in
their case involves co-operation with adjacent continental countries, whether
developed or developing.

69. A specific area of inter-island co-operation concerns overseas
representation, There are, for example, OECS joint missions in London and Ottawa
representing four of the seven OECS member States, and in Washington an Eastern
Caribbean Investment Promotion service has been established. Another example is
the Commonwealth scheme providing a joint New York office for the parmanent United
Nations missions for nine small developing States.

(a) Migration

70. Although many IDCs have acquired at least a substantial part of their
population from oversevas since the seventsenth century, emigration has played an
important soclo-economic role in IDCs over the past century. Population flows,
both temporary and permanent, are now the major regulators of demographic change in
most IDCs.

71, International migration is greatest from the smallest islands and the
principal destinations are the English-speaking developing countries. 1In the
Pacific, more islanders from Tokelau, Pitcairn, Cook and Niue and American Samoa
live outside their country than at home. 1In fact, there are twice as many Niueans
in Auckland as there are in Niue and more Cook Islanders than on any of the Cook
Islands. In the Caribbean, islanders living abroad are more numerous than the
resident population in Anguilla, Saba and Montserrat; this may even be true of
relatively larger IDCe such as Saint Kitts and Nevis and Dominica. It is
considered that in the Caribbean "international migration is relatively the highest
anywhere in the world since World War II". 33/ Yet another example is Cape Verde,
where there are almost as many Cape Verdians living abroad than in the country
itself,

72, Migration, both permanent and temporary, has mainly been advantageous to the
individuals and usually their families and has been both an advantage and a
disadvantage to the IDCs as States. On the negative side it is invariably
selective and nearly always results in the loss of the more energetic, skilled and
innovative individuals and constitutes a handicap to the development of many IDCs.
However, on the positive side, emigration is compensated by a flow of remittances
(see paras. 90 and 91 below) and a reduction of uaemploymen. pressures. In fact,
none of the Governments of small IDCs is known to have policies to discourage
emigrations on the contrary, many of them are seeking new migration possibilities.

73, However, the structure of migration is affected more by conditions in the

receiving rather than the sending States. Continued links with developed countries
enable a steady migration flow from small islands such as American Samoa, Guam,

/..I
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Wallis and Futuna, Cook Islands, and from the French and Netherlands Antilles. But
these circumatances do not apply to most IDCs. Some developed countries (for
example, Canada for the Caribbean, New Zealand for Tongs) have seasonal workers
schemes, and Australia is considering adopting a special migration policy for amall
Pacific islands as an adjunct to aid. 24/

(e) Culturxal preolems

74. Distances from continents have historically led to cultural isolation. The
smallest cultural units in the world are probably in small islands., Some island
languages and dialects have survived because of past isolation. Vanuatu, for
instance, has about 100 languages -~ more on a per capita basis than any other
country in the world. Many IDCs have their own type of creole. The survival of
these culturally small societies places on them special costs in terms of
educational, cultural and communication matters, ranging from the availability of
text books for primary schools to the operation of & national broadcasting system.

75, On the other hand, these island cultural characteristics are beneficial, since
they act as a shield against ill-adapted consumption patterns and toc rapid change,
and provide social cohesion and the rationale for the provision of remittances. In
fact, with the advent of tourism and modern media - particularly satellite
television and videos - me&ny IDCs, through heing exposed to foreign cultural
influences, are in danger of extreme cultural dependence, which limits their room
for manoeuvre. In particular, this is leading to rising and unrealistically high
expectations (particularly in the Caribbean) which considerably restrict planning
decisions,

B, Tranafer of externsl regouices
1, Ajgd
hevels

76. Data on external aid to IDCs appear in annex I to the present report, tables 5
and 6. In 1985, IDCs as & whole received slightly more concessional assistance
per capita and as a per cent of GNP than the average for all developing countries,
but these data are strongly influenced by the two largest IDCs: 1ndonesia and the
Philippines. The smaller IDCs, on the other hand, received in 1985 much more aid
on a per capita basis ($US 112.1), which is almost 10 times the average for all
developing countries and more than 5 times the average for least developed
countries, This is partly due to the "small country effect", This effect arlges
out of the fact that multilateral agencies usually have the mandate to provide
assistance to all developing countries, irrespective of their size, whereas many
bilateral agencies also attempt to do so for as large a number of developing
countries as poseible. In this process, once a decision to provide asmistance is
taken, the practicalities of programming, delivery and monitoring, imply that
minimuwn amounts must be earmarked even for the smallest country. Other factors
that may explain those proportionally high concessional aid levels in small IDCs
are the particularly close historical tles with specific donors, as well as to the

/ll.
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greater interest in IDCs owing to their perceived strategic position. These aid
levels also support the conclusion that many donors do recognize the special needs
of small IDCs.

77. Annex I, table 6 below, shows ~hat between 1975 and 1982-1986, concessional
aid in current dollars almost doubled for IDCs and more than doubled for small
IDCs. However, in terms of dollars deflated by the corresponding import price
index, 35/ the increase was considerably less. For IDCs, as a whole, it remained
virtually the same between 1975 and 1982, and rose by slightly more than one tenth
between 1082 and 1986. As for the small IDCs, concessional aid in constant prices
increased by 10 per cent between 1975 and 1982 and by a further one third over the
period 1982-1986.

78, As regards multilateral financial institutions, 17 ID"s are eligible to
benefit from the concessional funds of the International Monetary Fund (IMF) and
have access to the International Development Association (IDA), as shown in

annex II1. These facilities are applicable to low-income countries, but eight IDCs
whose GNP per capita is higher - sometimes much higher (above $US 1,000 for four
eastern Caribbean countries) than the cut-off point applicable to other low-income
countries continue to be eligible for the moment, 36/ Representatives of small
IDCs have often complained about what one of them has termed the "tyranny of using
per capita income as the prime indicator of development", 37/ and, particularly
those ir the eastern Caribbean, have fought hard against their "graduation” out of
@ligibilivy for IDA access. If such "graduation" ghould take place, it is
generally felt that small IDCs would not be able to present projects that would be
able to generate the necessary returns to allow for servicing and repayment under
non-concessional terms.

Tuvaly Trust Fund

79. An innovation as regards concessional aid is the Tuvalu Trust Fund, which was
proposed in 1985, and to which contributions had reached $A 27 million by the end
of 1987, This Fund, made up of grants from several donors, is to be invested
abroad and the proceeds from the Fund will help Tuvalu meet the recurrent
expenditures of Government, replacing budgetary aid from the United Kingdom, which
is being gradually reduced. Tuvalu is admittedly an extreme case of a IDC with
particularly few domestic resources which can be mobilised, b=t the princlple
behind the functioning of the Trust Fund (full concessionality, long-term security
and multilateralism) may have application with respect to a number of other
resource-poor small IDCs,

Retailing of external assistance

80, One problem of aid delivery to IDCs is the need to "retail" aid in
sufficiently small components to adapt to the small sise of these countries. Many
donors have administrative difficulties with very small allocations, but several
innovative procedures have been found in most casis, Retailing is thus done
through the Caribbean Development Bank to the smaller Caribbean IDCs. Similarly,
the Asian Development Bank (which has a sub-office for the Pacific) is assisting
Pacific IDCs by multi-project loens consisting of a number of small components, but
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even modalities of this kind do not by-pass the adminigtratively heavy load to
appraise and monitor each sub-project separately,

National priorities

81, Given the important role played by aid in many IDCs, it is perhaps inevitable
that the wishes of donuor agencies carry more weight than in other developing
countries. Examples abound where hopa fide assistance offered to IDCs later turned
out to be counterproductive., This can lead to wastage of resources, as in one
capital intensive project in Maldives, whose failure was attributed by the Minister
for Foreign Affairs to the fact that "insufficient attention was paid to our views
in the process of the svaluation"., 318/ 1Irland Governments are increasingly attuned
to such problems and, in a number of cases, have turned down gifte of egquipment
because of the recurrent cost implicationas,

Disadvantages of dependence on certalin types of aid

82. The difficulties and disadvantages associated with dependence on certain forms
of aid should not be overlooked. High aid Aependence typically forces the
recipient to use foreign technologies and akills, often at an inflated cost, which
serve to reduce local value added or increase the foreign exchange content of the
investment, thus reducing the potential for domestic employment creation, the
development of domestic technical and management skills and the use of domestic
inputs.

83, The first President of the Republic of the Marshall Islands commented on the
inappropriateness of certain forms of aid as follows: '"They've given us handouts
and destroyed our human spirit". 39/ Generally, in the South Pacific, it is
considered that '"the identification and design of appropriate projects is more
difficult than finding donors to fund them". 40/

84. These considerations point to the need for careful identification and
assessment of the type of external support that can be most productive,
cost-effective, and development-oriented in these countries.

Protection againat_shocks

85, IDCs nved to have protection against sudden shocks to which the small ones
among them are so vulnerable. These may include natural disasters, but also loss
of export eainings due to external factors (protectionism, changes in tax laws of
developed courtries, fall in private transfers). Even the change of ald policy of
an important bilateral donor can be considered an external destabilizing event in
this respect.

86, The arrangements of the EEC under the Lomé Convention (STABEX and SYSMIN) as
well as COMPEX (applicable to Maldives) cover compensation for a fall in
merchandise exports. BSince 1979, the Compensatory Financing Facility of the IMF
has been enlarged to cover also shortfalls in receipts from tourism and worker
remittances. However, other sources of island income (earnings from finan~ial
services, philately, leasing of Exclusive Economic Zones, private transfers) are
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not included, 1In practice, it has been almost impossible fur most IDCs to berefit
from the provisions of the Compensatory Financing Facility, as regards
non-merchandise earnings shortfalls, owing in part to unavailability of
sufficiently reliable data,

2. [Esternsl debt

87. Data on the external debt profile of IDCs in 1985 appear in annex I, tables
4 (a) and 4 (b). The debt to GNP ratio of IDCs (47.6 per cent) is not
significantly different from -he average for all developing countries

(46.2 per cent), For small IDCs it is somewhat less (31.8 per cent). However,
some IDCs (Comoros, Jamaica, Madagascar, Maldives, Bolomon Islands, Sao Tome and
Principe and Vanuatu) had debts exceeding their GNP. The degree¢ of concessionality
of the external debt of IDCs 1is also not very different from that for developing
countries as A& whole (although it ia much less than for the least developed
countries) (sea annex I, table 4 (a), colunn 3)., S8imilarly, the proportion of
multilateral debt in total debt is not remarkably different in the IDC case from
that of other developing countrles (see annez I, table 4 (b), column 10),

88, In 198%, the average debt service ratio - debt service as a percentage of
exports of goods and services - of IDCs was below that for other groups of
developing countries (see annex I, table 4 (b), column 13) but of the 49 developing
countries which signed multilateral debt relief agreements between 1960 and
September 1987, five have been IDCs; 41/ namely, Tuba, Dominican Republic, Jamaica,
Madagascar and the Philippines. 1In 1988, three IDCs (Comoros, Madagascar and

Sao Tome and Principe) were considered by the World Bank as low-income debt
distressed.

89. Quite recent analyses of the amaller IDCs dia not nighlight debt problems as a
major difficulty of these countries, 42/ and their limited access to international
private capital markets was thought to protect them in a sense, from incurring
commercial debts on non-concessional terms. Yet, many small IDCs have in recent
years had increasing recourse to borrowing from private markets, and in 1985, IDCs
debt to private creditors represented more than 40 per cent of the total (more than
50 per cent for small IDCs). Many of these loans have relatively short repayment
periods, so that it can be expected that heavy debt servicing burdens will he
recorded in the near future in a number of IDCs,

3. Remittences

90. Avallable data (see annex I, table 3) indicate that net private transfers are
positive in most small IDCs, These private transfers are directly associated with
the migration from islands. Data on remittances to IDCs are often not availahle or
incompletely recorded, some of them taking place outside normal banking channels,
Net private tranafers exceed merchandise exports in Cape Verde, Samoa and Tonga,
and represent more than half the value of exports in Antigua and Barbude, and
Vanuatu. On the other hand, a few (Bahamas, Bahrain, Netherlands Antilles) have
themselves attracted foreign migrants, often from other islands, whose remittancen
are made abroad.
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91, In many smaller islands, for which comparable data is not availatle,
remittances have a great economic importance., This is the case in Kiribati and
Tuvalu - particularly if incomes from seamen working on foreign vessels and
earnings from migrant workers in Nauru are included - as well as in Anguilla, Cook
Islands, Niue and Tokelau. 43/ Outside IDCs, in only few developing countries
(such as Yemen and Lesotho) do migrant remittances play such an important role.

111, CONCLUSIONS AND RECOMMENDATIONS 44/

92, A large majority of IDCs are small in terms of population, area or GNP, or all
three. Consequently, several of the problems discussed in section Il above apply
to a greater extent to small IDCs and the recommendations discusseed below would be
of special relevance to them. In addition, given the diversity among IDCs, few
recommendations would apply indistinctly to all of them,

93, The specific problems of IDCs arise out of the interplay of a number of
factors!

(a) 6mall sice of the economy, as manifested by small population, GNP and
natural resource base leading to diseconomies of scale (for example, high
per capita cost of infrastructure, public administration and overseas
representation))

(b) Geological characteristics often causing water and soll problems;

(¢) Geographic location, remoteness and fragmentation leading to high unit
costs of transportation and communication:

(d) Fragility of ecosystem and vulnerability to natural disasters affecting
the whole or the major part of the island country;

(e) Very open and dependent economies, as evidenced by the high ratio of
external transactions to GDP and the concentration on a few primary export
commodities or services;

(£) Weak indigenous technological capacity:

(g) Migration, particularly of high level skills;

(h) Low negotliating capability,

94, Taken individually, the sbove factors apply to many developing countries, but
it is the tendancy of many or most of them to occur concurrently in small IDCs,
which result in vulnerability and dependence.

95, On the other hand, certain characteristice common to many small 1DCs provide

opportunities for development, which need to be harnessed. These include in
particular:
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(a) Natural beauty, rare flora and fauna, and agreeable climate;
(b) Large Exclusive Economic Zones i1 relation to the land area.

96, Some small IDCs have been able to make use of their limited potentials and
locational advantages to reach an adequate level of growth, notwithstanding the
limitaticns inherent in these economies.

A. Measuses at the national leval 45/

$7. Despite the different circumstances of each IDC, the commonalities among theilr
problems and the thrust of the action they call for are such as to suggest certain
critical areas of sction by IDCs in general. Although these involve declaions at
the national level, adequate technical and financial asslstance will need to be
provided for their implementation.

1, Development strategies

98, The objective circumstances of IDCs are such that trade will continue to play
a significant role in their economies. Consequently, the development prospects of
most of them may need to depend on outward-looking strategies; consistent with
their national development objectives.

99. At the same time, IDCs should strive to create more intaegrated production
structures and to promote backward and forward linkages. Even in the smallest
1DCs, there is a case for enhancing national capabilities and being less dependent
on imports in such critical areas as food and artisanal fisheries, so as to build
up and maintain a nutritional "safety nat", and increase the value-added component
of tourist expenditure,

2, Institution building

100. In order for IDCs to exercise thelir responsibility for development, their
decision-making capability needs to be strengthened. Efforts should therefore be
made to deveiop adeqguate statistical data bas«s and institutional infrastructures,

101. The IDCs should prepare their own policy frameworks within which external
assistance should be provided and strengthen their capacity to mobilize and channel
external assistance and monitor its implementation in accordance with their
priorities.

3. Human regource devalopment
102, The development of human resources and of institutional infrastructure

designed to provide professional, education and training programmes on an ongoing
basis should receive a high priority. Trained apecialists should ba employed in
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the task to which they have been trained, and an appropriate work environment
should be maintained. IDCs should make efforts to attract skilled return migrants,

4. Entrepreneurship and foreign investment

103, IDCs need to be ready to seise opportunities offered by the external trading
environment, For this purpose, they need to promote actively indigenous
entrepreneurship and efficlent small entreprises. In addition, IDCs should
continue their efforts to attract outside entrepreneurship, technology and
inveatment to supplement domestic capabilities in promoting national development
objectives. The encouragement of returning migrants who are often well sulted to
provide entrepreneurship and capital could be appropriate and desirable in this
context,

104, IDCa should formulate and implement suitable policies to deal with
transnational corporations, Such policies should ensure that foreign operators do
not usa IDCs as a base for illicit activities. IDCs should promote appropriate
regional co-operation arrangements in this regard.

5, Technolaogical develepment, acquisition and use

105. The need for IDCs, particularly the small IDCs, to diversify their production,
adapt to changing market conditions and compete effectively internationally makes
the application of modern or improved technology an imperative. 1IDCs therefore
need to give particular attention to developing or strengthening their
institutional and technical capability to monitor and assess recent technological
developments and their potential structural impact and activate the various
technology transfer sources and processes. There is a need for external technical
and financ.al assistance as well as a supportive international policy framework in
this respec..

6. Food and agriculture

106, IDCs should, where practicable, invest more resources in diverasified
agricultural development. In this regard they should seek to provide improved
extension services for food crops and animal husbandry, research capablilities
(particularly for root crops), irrigation, appropriate marketing structure and
decentralized credit facllities to small farmets. 1In several IDCs, removal of
inappropriste land tenure syatems need to be addressed, while avoiding the
disruption of traditional structures. IDCs should seek to develop agro-induatry
and improve nutritional standards. Efforts should be placed not only on production
for exports but also for domestic consumption.

7. Flaberies

107, Thery is a need for IDCs to derive more benefits from thelr fisheries
resources. 'This calls for moure lnvestment to promote figheries development, In



A/43/513
English
Page 28

particular, these must be oriented towards the rational exploitation of their
Exclusive Economic Zones. They need to improve the mechanisms for the surveillance
of these sones. The development of artisanal fisheries should be adressed more
vigorously., Mariculture also appears to be weil suited to IDCs.

8. Sexvices

108, IDCs need to further explore the opportunities provided by service-based
development and elaborate national strategies for this purpose.

9., Infrastructural development

109, Development of IDCs rests critically on the quality and cost of their
infrastructures, particularly those which link them with the rest of the world:
transportation facilities (air and sea), telecommunications (local and
internaticnal), utilities (power and water). Projects in these areas in IDCs, and
more 80 in small IDCs, often cannot meet the financial criteria to attract
commercial or even development funding. Given the importance of these
infrastructural projects, the sub-economic scale of plants/facilities and the small
user population, external asgistance which reduces the initial and operating costs
is crucial., International financial institutions, such as the World Bank and the
regional development banks and international organisations, such as the
International Civil Aviation Organisation (ICAO) and the International Maritime
Organization (IMO), as well as UNCTAD, have specific roles to play in this regard,

10. Environment

110, Given the fragile environment of islands, environmental management is an area
to which they need to pay special attention, particularly on the coastal sones. In
particular, urgent attention ehould be given to adequate sewage ard waste

disposal. In the many IDCs where massive loss of forests has already occurred,
efforts should be made to reverse this situation. 1In densely populated IDCs with
limited land areas, forests, including new forest planting, should be dedicated to
watershed protection and erosion control. IDCs need assistance in the protection
of unique species which are threatened with extinction., Environmental
sustainability should be an objective for all development projects, and there is a
critical need to sensitise decision-makers in the public and private sectors to the
contribution of environmental management to economic development. Urgent planning
should commence to adapt seashore utilisation to the prospect of a rising sea level
in the next half century.

11. DRisaster preparedness

111, IDCs should improve their disaster preparedness arrangements, at the national
level as well as the regional level. 1In view of their vulnerability to extensive
damage from natural and man-made phenomena, including the effects of the expected

/lll
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rise in sea level, they should seek to develop and improve arrangements with the
assistance of the international community and in particular with the Office of the
United Nations Disaster Relief Co-ordinator (UNDRO).

12, Participation in . international forums

112, IDCs should make suitable arrangements (including through joint
representation) for participation in international forums, particularly those
dealing with issues of particular interest to them. Appropriate international
agencies should assist them in developing their capability to participate in
bilateral and international negotiations.

B. Raegional co-operation

113, Regional economic co-operation and integration involving IDCs can help them to
overcome the constrainte of smallness. By combining the manpower, financial and
natural resources of the islands concerned, they can provide a wider operating
environment for high-level skills and a larger market for tradeable commodities and
services of the group of islands, and thereby increase the potential for scale
economies and for joint production. They can also serve to reduce the
vulnerability of the islands as a whole, reduce unit costs of providing certain
essential infrastructural, economic and social services and increase the
effectiveness of IDCs in internetional negotiations. Co-operation between small
IDCs and larger developing or developed countries in the same region can also be
beneficial, in particular by helping to reduce the isoclation of small IDCs,

114, More regional co-operstion among IDCs is clearly essential in several areas in
which inter-island co-operation can be particularly beneficial: the surveillance
and development of marine resources, data networks, gea and air transport
arrangements, telecommunications, disaster preparedness and relief, higher
education, maintenance of cultural identity, agricultural research, tourism,
banking and insurance, external resource mobilization and management, overseas
representation, investment and market promotion, export credit financing and
pooling arrangements for the sharing of specialized skills and expertise. 1IDCs
should thus be encouraged to pursue their efforts for co-operation and donor
support continued in this regard., To this end international organizations such as
UNESCO, ILO, FAO, ICAO, IMO, UNDP and UNCTAD should play a positive role by working
with and through appropriate regional organizations and institutions in
establishing and operating joint services and projects in the above areas.

C. International support measures
1, External financial and technical assistance
115, Most if not all IDCs benefit from or are eligible for general policy

approaches or concessional schemes in the areas of finance and trade intended to
provide international support for the development efforts of the developing
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countries or for certain categories among them (for example, the least developed
countries, sub-Saharan African countries and the African, Caribbean and the Pacific
developing countries)., Nevertheless, there is a valid case for the international
community to recognize the special characteristics of IDCs, in particular of ths
small IDCs, and to target these countries for special support measures adapted to
their objective conditions.

116, Given the limited prospects for resource-based development and domestic
resource mobilization in many IDCs, it will be necessary in most cases to maintain
at least the level of concessional assistance IDCs have been receiving. Such
assistance needs, where possible, to be untied. These countries should not be
"graduated" out of eligibility for access to concessional aid without alternative
arrangements being put in place. The criteria for graduation should not be based
only on per capita GNP, but should take account of total development needs.

117. The particular areas of support will vary as between islands, but there are
some broad areas in which support will generally be required, in line with the
measures at the national level outlined in section A above. Particular attention
should be given to ensure that external assistance conforms to the national
priorities of IDCs,

118. Because of the weak institutional infrastructures and low level of manpower
capability which exist in many small IDCs, international support to such countries
for institutional development should be provided over a longer-term time frame than
would normally be expected in the case of other countries.

119. Schemes that provide compensatory financing for export earnings shortfalls
should include adequate arrangements for small IDCs that compensate for external
shocks affecting their earnings from all private transfers and service exports,
including tourism, as well as for damage to export production by natural
disasters. Such arrangements would require improvements in the collection of data
on service exports and private transfers.

120, Donors should improve co-ordination among themselves in order to ensure that a
concerted effort is made to assist IDCs with limited administrative capacity.

2. Ixade

121, Given the export-orientation of IDCs, the availability of market access for
their exports is of vital importance. Favourable trade conditions, as already
provided to IDCs under such arrangements as the Lomé Conventious, the Caribbean
Basin Initiative, the South Pacific Regional Trade and Economic Co-operation
Agreement and CARIBCAN, should be improved to take into account the special needs
of small IDCa. Other market access schemes with larger economies should be
envisaged.

122, In general, esmall IDCs with a weak industrial base should be freed from all

limitations under the generalised system of preferences, and given exemption from
all organized marketing arrangements and voluntary export restraints. Given their

/!'l
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limited possibilities of generating local value-added, rules of origin criteria
should be flexibly defined for the smellest and most poorly endowed countries among
them to include a relatively higher proportion of third country inputs in the
munufacture of their exports and by instituting a system of derogations from rules
considered restrictive for sufficiently long periods of time to establish
production and export markets.

123. Small IDCs need special support in their marketing and investment promotion
efforts, and in taking advantage of the various concessional schemes available to
them in developed countries.

3. Migration

124, Host countries should, on request, consider favourably the facilitation of
temporary or permanent migration from IDCs with small populations and particularly
limited development prospects. For those countries opening up migration may be an
essential adjunct to aid.

125. National efforts made by IDCs to attract return migrants with both gkills and
capital should receive international support,

Notea

1/ Assembly resolutions 32/185 of 19 December 1977, 34/205 of
19 December 1979, 35/61 of 5 December 1980, 37/206 of 20 December 1982 and 39/212
of 18 December 1984, and resolutions III (V) of 3 June 1979 and 138 (VI) of
2 July 1983 of the United Nations Conference on Trade and Development.

4/  The report of the Group of Experts has been published as document
UNCTAD/S8T/LDC/9.

3/  The word "country", used here in its broadest sense, includes territorial
entities whose constitutional status may differ widely from one to another.

4/ Poverty is not a distinguishing feature of island develcping countries.
In 1985, average gross national product (GNP) per capita for island developing
countries ($US 735) was slightly below the average for all developing countries
(GNP:1 $866), but about three times the level for least developed countries. For
small island developing countries, average GNP per capita tended to be very
significantly higher (average $3,475) (see annex I, table 2). As regards
socio-economic indicators on adult literacy, life expectancy at birth and infant
mortality, island developing countries tend to have substantinlly more favourable
figures than developing countries as a whole (see annex I, tables 1 and 2).
However, these relatively good indicators hide considerable inter-country
differences: nine island developing countries (Cape Verde, Comoros, Haiti,
Kiribati, Maldives, Bamoa, Bao Tome and Frincipe, Tuvalu and Vanuatu), are among
the world's poorest countries and are classified among the least developed
countries.
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Notes (continued)

5/ There is no agreed definition of what is a small country. In accordance
with past practice, in this report and in the stalistical tables of annex I, small
island developing countries are those with a population of less than 1 million,

8/ In fact, the co-incidence between small countries and island countriesa is
such that it is often difficult to identify clearly whether a particular phenomenon
is due to smallness or to insularity. For instance, of the 82 countries or areas
with populations of less than 1 million identified in the United Nations

Statistical Yearbook, 198371984, (United Nations publication, Sales
No., E/F-SS.XVII.I). 63 are islands.

1/ A recent survey of this question is available in the 20 papers presented
to the Interoceanic Workshop on Sustainable Development and Environmental
Management of Small Islands held in Puerto Rico from 3 to 7 November 1986
(publication forthcoming), henceforth referred to as the Interoceanic Workshop,
Puerto Rico.

8/ For instance, the entry of malaria in Mauritius killed one fifth of the
population of the capital in the 1860s.

9/ Gorman, M. L., Island Ecology, (London, Chapman and Hall, 1979),

10/ Archer, A. B,, Report on Land-based Sources of Pollution in Coastal.
Marine and Land Areas of CARICOM States (Pan American Health Organization, 1983).

i1/ Interoceanic Workshop, Puerto Rico, 1986, Proceedings, US/Man and the
Biosphere Program (Department of State, Washington, D.C.), p. 21,

12/ UNCTAD secretariat, in collaboration with the Office of the United
Nations Disaster Relief Co-ordinator "The incidence of natural disasters in islead
developing countries", 1983, (TD/B/961), para. 5.

13/ For instance., in January 1988, New Caledonia, Vanuatu, Solomon 1slands,
the Marshall Islands and Guam were hit by cyclones, In the Banks and Torres
islands of Vanuatu, with a combined population of about 5,000, every house was
destroyed and people were living in caves (lIslands Business (February 1988), p. 18).

14/ See Bell, A., "Prepare now for climate change, sclentists warn", ECOS_53

(spring 1987), pp. 18-21; and Lewis, J., The Implications of Sea Lovel Rise for
Island and Low-lying Countries (Commonwealth secretariat, March 1988),

15/ Banque Centrale cdes Comores, 1987, XIle rapport annvel. 1986.

18/  UNCTAD/UNDP, "Small vessels: final report of the regional shipping
development project" (RLA/79/051; CAR/80/004), 1984, p. 15,

17/ Brookfield, H. C,, "An approach to islands", paper presented at the
Interoceanic Workshop, Puerto Rico, 1986, p. 4.
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Notes (continued)

18/ Ministry of Planning and External Relations, Seychelles, Eaat Coast
Project, Executive aummary, March 1984,

19/ In fact, a number of IDCs, which historically have been organized under
the plantation system, continue to have large-scale farms, even in the many
instances (in the Caribbean, Sso Tome and Principe and Samoa) where plantations
have been taken over by the State.

20/ In the Caribbean, it has been argued that "fallure to adjust the
plantation system into a family farm structure has laid behind the poor
contribution that agriculture has made to economic development" (Persaud, B.,
"Agricultural problems of small States with special reference to Commonwealth
Caribbean countries", Agrioultural Admiplatration and Extenaion, No. 29, 1988,
p. 50). 1In other IDCs, such as those of the Pacific, land tenure constraints,
although of a different nature, also exist,

41/ Thus, the Barbados Development Plan 1083-1987 states that
"import-substitution is becoming increasingly suspect as the primary strategy for
promoting economic development., Am a general rule, countries which have adhered
too closely to the policy have not achieved any significant economic progress. The
success stories are associated with countries which have followed outward-looking
policies stressing export-led growth".

22/ Thus, Fiji's main exports (sugar and fish) are exported to the United
Kingdom of Great Britain and Northern Ireland, and by far the main export market
for Vanuatu is the Netherlands (48 per cent of exports in 1085; 60 per cent in

1986) (Central Bank of Vanuatu, Quarterly Economic Review (December, 1986),

p. 175). Conversely, limits to the expansion of garment exports from Maldives or
Mauritius to the United States of America are set not by transport constraints but
by import quotas,

23/ World Bank, Horld Development Report, 1986, p. 140,

24/ CARIBCAN (Bill C-111, an Act to amend the Customs Tariff) became
effective in June 1986 and it is too early to assess its impact.

25/ See documents L/5996 of 6 June 1986 and L/6146 of 3 April 1987 of General
Agreement on Tariffs and Trade.

46/ Shearer, H.,, (Foreign Minister of Jamaica), quoted in Latin American
Heekly Report of 24 December 1987, p. 11.

21/ Tabai, I., (President of Kiribatli), quoted in Islands Business
(January 1988), p. 12,

48/ Wholly-owned subsidiaries of other companies set up to ensure their
parents' risks.
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Notes (continued)

49/ For reviews of this subject, see Dolman, A. J., "The potential
contribution of marine resources to sustainable development in small island
countries", paper prepared for the Interoceanic Workshop, Puerto Rico, 1986, and
ibid., Island developing countries and the development potential of exclusive
economic gones, 1985 (UNCTAD/ST/LDC/7).

30/ However, in some cases, it has been said that "the policy of most
Governments on fisheries has appeared to be in token form" (Walters, H. D.,
“Fisheries Development in Saint Lucia and the Lesser Antilles", The Courier.
NO. 55: 1984' ppa 94‘95)-

31/ "Health expenditure per person in Saint Vincent, a multi-island State, is
nearly three times the level of that in Saint Lucia" (Commonwealth secretariat,

1985, Vulnexabilltyt Small States in the Global Society, report of a Commonwealth
Consultative Group, para, 7.14).

32/ This applies loss to the rare IDCs that have a common border with another
country; thus, some entrenched monopolistic industries in Haiti (for example,
sugar) were forced into closure or restructuring in 1987, owing to increased
competition from cheaper imports, particularly from the Dominican Republic.

33/ Momsen, J. H,, "Migration and rural development in the Caribbean",
Xijdachcifs. v, FReonomische en_Socisle Geografie, No. 77 (1986), pp. 50-58.

34/ A recent Australian aid review concludes that "especially for those
countries with very poor prospects for self-sustaining development and poor
standards of living, opening up of migration policy may be an essential adjunct to
aid" (Australian International Development Assistance Bureau, Australia's Relations
with the South Pacifi¢, (International Development Issues, No. 2, Canberra, 1987),
pp. 20-21),

45/ UNCTAD secretariat calculations, utiliging the import price deflators for
the countries concerned.

36/ However, it is not certain that eligibility will lead to actual access.
"The eligibility threshold for IDA credits is GNP per capita of $835 (1986) as of
1 July 1987. (The threshold was $790 before that date, but in actual practice, no
country with a higher GNP per capita than $550 received IDA rnredits in 1986)".
Organisation for Economic Co-operation and Development, (Development Co-operation,
lﬂﬁlelRQIS (Patil: 1988)' P 124,

37/ Bune, P., (Ambassador of Fijl to the European Economic Community),
"Vulnerabillty of smali island States: the case of the Sonth Facilic region and
Fiji", The Courier, No. 104, (July-August, 1987), p. 86,

38/ Jameel, F., "Appropriate technical assistance to small island States", in

Smell Islepd States_ - Ald Problems and Practicalities, (VSBO/Royal Commonwealth
Soclaty, London 1987), p. 49,
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Notas (continued)
39/ International Herald Tribuna of 25 April 1984, p. 22.

40/ Cole, R. V., "Financing development in the South Pacific", paper
presented at the Symposium-cum-workshop on Country Development Strategies for South
Pacific member Countries of the Asian Development Bank held at Auckland from § to
7 August 1987, p. 12,

41/ World Bank, World Deht Tables, 1988, table IV.3.

42/ See Lestrade, S., "Economic issues affecting the development of amall
island States: the case of the Caribbean", The Courier., No. 104,
(July-August 1987), p. 80; and Siwatibau, §,, "External debt in the South Pacific,
mmm; No. 97 (May*duneo 1986)0 P 76,

43/ In some small Pacific islands, the role of remittances is so important
that they have been characterised as "MIRAB (Migration Remittances Ald and
Bureaucracy) economies" (Bertram, I. G,, and Watters, R. F., "The MIRAB economy in
South Pacific microstates", Pacific Viewpoint, No. 27 (1985), pp. 47-59).

44/ These draw upon the conclusions and recommendations of the Group of
Experts on Island Developing Countries, convened by the Secretary-General of UNCTAD
at Malta on 24 and 25 May 1988,

45/ Many of the recommendations mentioned in paragraphs 97 to 112 of the
present report address more than one of the problems and features discussed in

section 1I, so that there is not always a direct correspondence in the respective
headings.
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ANNEXES
Annex I
Selection of island developing countries ingluded in
the statistical tables

1, The countries and territories listed in the statistical tables (tables 1-3,
4 (a) and 4 (b) of annex I are those that are entirely surrounded by water. 1In
addition, the tables include the Dominican Republic, Haiti, Indonesia, Papua New
Guinea, and Brunei which, although having a land border, are entirely situated on

ielands.

2. Apart from States Members of the United Nations, island countries and
territories listed are those which, although not State members of the United
Nations, are members or associate members of one of the United Nations regional
commigsions and/or have received assistance from the United Nations Development
Programme (UNDP). Thus, the British Virgin Islands, the Netherlands
Antilles/Aruba, and the Virgin Islands (United States) are associate members of the
Caribbean Development and Co-operation Committee of the Economic Commission for
Latin America and the Caribbean (ECLAC); Nauru, Tonga and Tuvalu are members of the
Economic and Social Commission for Asia and the Pacific (ESCAP); Cook Islands,
Guam, Kiribati, Niue, the Trust Territories of the Pacific Islaands are asssociate
members of ESCAP; and Anguilla, Bermuda, Cayman lslands, Montserrat, Tokelau, and
Turks and Caicos Isiands receive assistance through country projects of UNDP as

indicated in the UNDP Compendium of Approved Projects, of 30 September 1986.
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Table 5. laland developing countriea: offigcial
development asaiatance per capita and
ag percentage of GNP, 1Q8%

(Millions of dollars)

ODA from all sources a/
(net disbursements)

Total as
Per capita percentage
Country or territory Total (dollars) of GNP

A. Btates Membera of the United Nations

Population of 1 million and Qver
Indonesia 605.4 3.7 0.7
Philippines 486.4 8.9 1.5
8ri Lanka 486.8 30.8 8.1
Cuba h/ 707.2 70.0 3.5
Madagascar b/ 219.3 22,0 8.7
Haiti 152.9 23,2 8,0
Dominican Republic 21,8 35,8 4.4
Papua New Guinea 260.2 74.3 10,5
Singapors 23.9 9.3 0.1
Jamaica 165.3 70.9 7.9
Trinidad and Tobago 6.6 5.6 0.1
Mauritius 29.1 27.7 2.6

Bopulation of less than 1 million
Figi 31.9 46.2 2.7
Cyprus 37.7 56,3 1.4
Comoros 47.1 106.1 42.8
Bahrain 82.7 191.4 2.0
Malta 17.9 46.7 1.5
Cape Verde 690.6 213.5 49.7
Solomon 1slands 20.8 77.0 14.8
Barbados 8.2 32.4 0.7
Brunei Darussalam 1.4 6.0 0.0
Bahamas 0.9 3.9 ¢.0
Maldives 10.1 58.2 20.2
Samoa 19.1 117.2 17.4
Vanuatu 21.8 153.5 17.4
S8aint Lucia 7.0 83.8 4.4
Grenada 34.7 309.8 38.5
Saint Vincent and the Grenadines 5.6 53.8 5.6
Sao Yome and Principe 12,1 124.7 40.3

e
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Teble 8 (contiaued)

ODA from all sources a/

(net disbursements)

Total as
Per capita percentage
Country or territory Total (dollars) of GNP
Antigua and Barbuda 3.0 37.8 1.9
Dominica 16,8 31,0 18,7
Seychelles 23,8 309.2 16.8
Saint Kitts and Nevis 4.5 84.9 6.4
B, Qthers
Netherlands Antilles (excluding Aruba) 64.8 341.0 4,5
Trust Territory of the Pacific Islands 180.3 021.1 99.6
aum [N} [ ] "
Tonga 13,6 124.8 190.4
United States Virgin Islands ‘e o oo
Bermuda 0.9 11.4 0.0
Aruba 12.0 187.8 ‘e
Kiribati 12,0 187.8 40.0
Cook Islands 9.7 421.7 46,2
Cayman Islands 0.1 8.0 0.1
Montserrat .2 187.1 7.3
Aritish Virgin Islands 2.1 161.5 e
Nauru 0.1 12,5 0.1
Turks and Caicos Islands 5.6 700.0 .o
Tuvalu 3.3 412.8 165.0
Anqu‘-ll. 2.7 387.5 38.6
Niue 3.5 166.,7 87.5
Tokelau 1.8 900.0 .o
All island developing countries 4 135.0 4.6 2,0
Small island developing countries g/ 707.1 112.1 3.2
Least developing countries 7 857.0 22.7 10,5
All dJdeveloping countriaes 30 298.0 13,9 1.4

Sourcat UNCTAD secretariat mainly based on:t OECD Geaographical Distribution

8/ Development Assistance Committee (DAC) and OPEC sources.

B/ Including gross disbursements from CMEA countries.

&/ Bmall island developing countries with population of less than 1 million,

/...
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Anunex Il
Caribbean countriem: a/ estimates of visitor expenditure,
1980-1980
(Millions of United States dollars)
1980 1981 1982 1983 1984 1988 l986

Anguilla 1.3 1.8 2.4 4.9 7.0 14,6 16.4
Antigua and Barbuda 42,0 43,7 43,8 0.5 65.1 83,6 £3.9
Aruba R/ 137.5 186.4 163,11 114.5 118.4 120.8 111.1
Bahamas 505.5 639.1 65%4,5 770.2 801.5% 995.0 1 113.¢
Barbados 251.0 261.9 51.1 251.6 284.2 309.0 323 .7
Belise 7.0 7.8 7.% 8.0 10.0 11.1 11.7
Bermuda 280.0 287.9 301.6 338,58 340.0 356.7 407.2
Bonalre b/ 3.8 3,1 6.8 5.5 3,0 4.4 6.3
Britign Virgin Islands 42,3 3.8 65.6 81,5 88,6 91.7 121.¢6
Cayman Islands 44.6 52.7 56.2 61.6 70.9 85,8 93.5%
Cuba 47.5% 52.4 81.2 74.3 5.8 116.4 136.5
Curacao b/ 149.1 159.9 134.6 77.6 68,9 70.6 89.2
Dom’-nic‘ 2,1 3.0 4.0 7.3 8,0 8.7 10.8
Dominican Republic 167.9 23,2 272.7 282.3 315.0 368.2 463.,9
Grenada 14.8 17.3 17.2 18,7 22.7 32.4 38.4
Guadeloupe 110.9 93.5 107.5% 116.,0 98,0 98.0 97.8
Haitld 46,3 55,5 55.8 61,0 66.0 69,2 87.6
Jamaica 241.7 284.3 337.8 399,2 406.6 406.8 512.,0
Martinique 74.86 75.2 81.6 82.6 87.0 92.8 92.3
Montserrat 4.3 5.4 5.8 6.0 6.7 7.7 8.5
Puerto Rico g/ 594.7 626.0 677.6 670.4 659.x 701.5 719.9
Saint Kitts and Nevis 13.4 16,1 17.3 18.6 24,2 31,0 34.1
Saint Lucia 32.9 29.4 32.4 39,7 42.4 85,7 71.4
Saint Maarten b/ 106.7 115.2 117.3 121.9 128.0 150.,0 160.2
Saint Vincent and the

Grenadines 13.7 15.¢ 16.0 16,7 19.0 23,0 25,0
Suriname 18.2 20,0 20.0 20,0 20,0 20,0 20.0
T:inidod and Tobago 151,1 151.9 178.6 205.7 197,8 197.3 190.0
Turks and Caicos 4.2 4.8 5.2 5.5 6.9 12.2 15.4
United States Virgin

Islands 304.3 317.5 312.5 356.3 434,0 507.4 509.8
TOTAL 3 503 3 776 4 007 4 492 5 038 5§ 852

4 264

-

Bourcet Caribbean Tourism Research and Development Centre (CTRC).

8/ Including island territories and non-island countries.

b/ Netherland Antilles Central Bank and CTRC eatimates for Saint Maarten and

Aruba,

g/ Fiscal years.
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Annex III
Eldgibility of island developing countries under various
sQacessional f£inancing arrangements
IMF Structural IMF Enhanced Low income 1986 GNP
Adjustment Structural debt distressed per capita
Faclility Facllity IDA  countries a/ (sUSs)
Country (1) (2) (3) (4) (5)
Cape Verde X X X 470
Comoros X X X X h/ 320
Dominica X X X 1210
Grenada X X X 1 240
Haitd X X X 330
Kiribati - X X 450 ¢/
Madagascar X X X X 230
Maldives X X - 290 g/
Samoa X X X 380
Saint Kitts and Nevis X X b4 1 590
Salvt Lucia X X y 1 320
Saint Vincent and the
Grenadines X X X 910
Sao Tome and Principe X X X X 340
Solomon Islands X X X 540
8ri Lanka X X X 400
Tonga - X X 700
Vanuatu X X X 880 ¢/

Source: Column (1) International Monstary Fund Survey, 31 March 1986, p. 109,
Column (2) International Monetary Fund Survey, 11 January 1988, p. 5.

Columns

(3) and (5) communications from the World Bank,

5 November 1987. Column (3) refers to "IDA reciplen-s during the
Seventh Replenishment Period (fiscal years 1985-1987) or countries
for which IDA credita are planned during the Eighth Replenishment
Period (fiscal years 1988-199"),

4/  Low-income debt distressed countries with adjustment programmes eligible
for debt rellef under the World Bank-sponsored special action programme, according
to the list agreed at the multidonors' meetinj in March 1988,

B/ Eligiblliity under review,

g/ 1085) sources annex 1, table 2.




