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Options for dealing with trade and development challenges of Small and vulnerable economies

Addressing vulnerability and competitiveness in trade negotiations. The case of small and vulnerable economies

Vulnerability has been defined as "proneness to harm or damage originating from external forces" while economic vulnerability is interpreted as the risks faced by economies from exogenous shocks to systems of production, distribution (including markets), and consumption. This session presents a framework that incorporates the development concerns sought by developing countries in S&DT while upholding the intrinsic values of a rules-based MTS. The aim is to provide ‘policy spaces’ or flexibilities for economic diversification and competitiveness.
As part of the work carried out to support Developing Countries’ (DCs) participation in S&DT negotiations, ICTSD has proposed a new methodology, which has been called “Situational Approach” (SA). This approach seeks to provide an optional ‘third way’ aimed at overcoming the obstacles that have so far obstructed progress in the Doha-mandated negotiations on S&DT. Two of its potential benefits are moving the focus away from country differentiation to ‘Development Situations’, and contributing to the creation of a development framework for the review and the negotiations on specific improvements in S&DT provisions (ICTSD, 2005). In general terms, the proposed methodology implies identifying circumstances with Development Situations instead of trying to further differentiate DCs by country categories depending on their “level of development”. Particularly in relation to policies supported on S&DT provisions, the alternative approach should help in addressing the internal heterogeneity of development within all developing countries, instead of concentrating on differentiation among them.
The dominant feature in development Situation include the declining terms of trade, high volatility of export earnings, vulnerability in Balance of Payments (BOP), high unemployment rates and the dominance of the informal sector. Issues in the market access pillar include very high sensitivity of the economy to the volatility of commodities’ prices and to the application of safeguards. Erosion of preferences is another factor especially harming export activities.

On the productive side, supply-side constraints and deficiencies in the productive sector characterised by poor infrastructure, a very low density of productive links 

between the exporting activities and SMEs; and little capacity in domestic enterprises to supply goods or services of significant value added, either to the domestic or export market. These parameters have been constructing in a database.
The meeting/briefing will focus on the possible interaction of aspects widely discussed as possible factors limiting the possibility of developing or less developed countries ability to derive benefits from international trade, specifically: Smallness, Vulnerability and Remoteness. It will inform on a list of situations for negotiations by analysing specific development problems related to trade, as well as development issues that trade policy instruments should contribute to solve. 
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Trade supported strategies for sustainable development in the post Doha scenario, challenges and opportunities for SVE 

This presentation outlines the factors that contribute to vulnerability and illustrates how a combination and intensity of several of these factors determine the features and competitiveness of each country. This analysis is helpful to develop and target specific policy instruments to address the trade barriers in SVEs. This session attempts to show how trade policy could support national strategies to reduce economic vulnerability of SVE
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Determining Smallness, Vulnerability and Remoteness from a Situational Approach perspective

There seems to be a consensus that certain features associated with their size, remote location, exposure to exogenous shocks and low resilience affect development. These features appear to be restricting developing countries economies from being able to derive benefits from international trade or making them particularly fragile to the application of obligations associated with the multilateral trade system. This presentation provides the rationale and methodology to classify countries either as Small, Vulnerable, Remote or a combination of the three based on the Situational Approach.
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