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5. While the pandemic demonstrates that all countries are vulnerable, the extent of that
vulnerability, and the capacity to overcome it, varies drastically across countries. The economic fall-
out suffered because of the pandemic® has reinforced the urgent need for proper characterization of
a countryds vulnerabilities in a manner that could attract international consensus that could enable
the development of appropriate policies and programmes of support, that better reflect the
development challenges faced by vulnerable countries.

6. Middle-income and Upper-middle-income classified economies, with high levels of
vulnerability T including many SIDS T have argued that GNI per capita, the measure currently being
used to determine access to development support, including concessional financial resources,
inadequately takes into consideration the scale, frequency and or impact of adverse external shocks
that these countries regularly encounter. This is at the heart of the call for the construction of a
measure to complement GNI, that takes vulnerability into consideration. Using an internationally
agreed MVI will provide an opportunity for countries to better communicate their vulnerabilities
using metrics. The global acceptance of such an MVI as the agreed measure of assessing
vulnerability, could lead to its application and use by donors, IFIs, the UN system and other relevant
stakeholders (see the concluding section on usage). Such an agreed MVI will also support an
evidence-based approach to development policy and decision making in vulnerable countries in order
to maximize the impact of scarce external and internal financing resources.

3. History of the Multi-dimensional Vulnerability Index

7. The call for the development of a globally accepted vulnerability assessment for small islands
and and low-lying and critical coastal areas was first made in 1992 at the United Nations Conference
on Environment and Development (in Agenda 21).* In 1994, in the Barbados Programme of Action
for the Sustainable Development of SIDS, reference and a request was made for the development of
a vulnerability index to supplement the use of the GNP per capita criterion as a measure of economic
development. It was argued that the latter distorted the real position of SIDS in that it failed to take
account of the high costs incurred by those States in providing essential services. It was suggested
that a vulnerability index that took into account environmental fragility and economic vulnerabilities
would give SIDS more equitable access to international assistance, including financial assistance®.
This request was endorsed by the General Assembly in resolution 49/122. Between 1995 and 2003,
there were several further calls for the development of a MVI.

8. Despite a number of international advances toward understanding and mitigating
vulnerabilities such as the creation of special funds by the World Bank to address small Stateso
specific needs, international consensus is lacking on how to characterize and, by extension, support
the mitigation of small island Statesd vulnerabilities, despite more than three decades of advocacy.



/development/desa/dpad/publication/world-economic-situation-and-prospects-2022/
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Jamaicads economy has grown up to 0.8% annually over the past four decades, it would have grown
by about 4% without the economic losses and damage caused by tropical cyclones.

12.  Other PDNA data from the World Bank also reveal gaps in available resources relative to
needs. For example, the PDNAs for Fiji (2016) and Vanuatu (2020) show recovery needs amounting
to $1.9 billion and $358 million, respectively. However, of the resources needed for recovery and
reconstruction, only 8% for Fiji (2016), and 27.7 % for VVanuatu respectively have been mobilized.*2.
The case of Cabo Verde is also a clear example of the constant and complex challenges faced by
SIDS dealing with multiple and interlinked crises at the same time. Between June and August 2022,
the country, which depends heavily on tourism (60% of GDP) faced record-breaking levels of food
insecurity impacting almost 10% of the population, as a result of years of drought, Covid-19 and
global instability™®.

13. A simple and coherent solution would be to recognize the structural (exogenous)
vulnerabilities of countries (further defined in Part two of this report), as an additional criterion to
complement the current international framework for accessing and allocating development support,
including concessional funds. This would allow for targeted assistance to be delivered to the most
vulnerable developing countries to address their vulnerabilities and build resilience. Development
cooperation should also support the fostering of strong and coherent national and sectoral sustainable
development policy frameworks that are backed by strong national public institutions. Effective
institutions are paramount to the achievement of economic growth and sustainable development. For
example, lessons from the COVID-19 Pandemic and governmentso responses to it have impacted the
functioning of public institutions in ways that directly affect the capacity of governments to deliver
services and has also revealed institutional weaknesses in areas critical for resilient recovery. The
per capita cost of strengthening public service institutions and ensuring that adequate human and
financial capacity is in place for effective service delivery tends to be very high in most vulnerable
countries. For SIDS in particular, this is largely due to overhead costs indivisibility, as such overhead
cost cannot normally be downscaled in proportion to the size of the population.

a. Access to Development Finance

14.  To date, only a few IFIs, take vulnerability into account and only on a limited scale* in
allocating concessional resources. The argument often advanced to explain its absence in their
allocation formulas is the lack of an appropriate indicator, that is also robust and consensual. As
such, the development of an agreed MVI designed to identify and measure structural impediments
to sustainable development, that also enjoys wider acceptance, consensus and political support could
alleviate this inadequacy.
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for example, has instituted a range of initiatives and policies such as the 2020 figraduate but pauseo
policy and the establishment of a Technical Advisory Group of SIDS, donors, and international
organizations to provide guidance on improving SIDS0 access to development finance. Similarly, the
World Bankés Small Island Economies Exception has been designed to enable access to concessional






concepts and definitions. In this regard the MVI must be designed as an index of both
structural vulnerability and resilience (both terms are defined in Part Two of this report).

ii. The Principle of Universality: in order to remain consistent with this principle and
to ensure that the index could enable proper comparison between the various groups of
(developing) countries, the vulnerabilities of all developing countries must be included in
the index.

hi. Inclusion of the three dimensions of vulnerability in the index: in order to be
multidimensional and remain consistent with the Secretary-Generalbs guiding principles, the
three dimensions of vulnerability (economic, environmental and social) must be included in
the index to enable proper assessment of the central aspects of risks to sustainable
development.

iv. Defining the scope and perimeter of social vulnerability, structural resilience and
the three dimensions of structural vulnerability: This is particularly important to eliminate
redundancy of components across the index and allow for the identification of appropriate
indicators. In this regard, the three dimensions of vulnerability in the index correspond to
three clearly identifiable categories of shock (economic, environmental and social), which
are identified by their origin rather than by their impact (which may or may not be economic,
environmental or social).

V. Criteria for the selection of individual indicators: in this regard, i) the rationale for
selecting each indicator must be evidence based; ii) the selected indicators must also be
consistent with the objective of the MVI inter alia access to concessional finance. Hence,



PART TWO - THE MVI FRAMEWORK

1. The key definitions: Understanding the MV Concepts

23.  According to the UN-OHRLLS 2021 report on the fiPossible Development and Uses of Multi-
Dimensional Vulnerability Indiceso, only a few existing vulnerability indices rely on a clear
framework based on precise definitions of the main concepts of vulnerability, exposure, shock and
resilience. Similarly, the typology of shocks is often not identified clearly enough to allow for the
introduction of multiple dimensions in a coherent manner. Furthermore, the existing indices do not
always allow for clearly distinguishing between (i) structural and non-structural factors, (ii)
likelihood of shocks and exposure to shocks, and (iii) factors of (or lack of) resilience. Distinguishing
between structural and non-structural factors is central to the vulnerability literature and is important
for the use of the MV1 as a policy tool.

24.  To be effectively used as a policy tool, the MVI must reflect the structural challenges faced

by countries, irrespective of their current policies and the political will of their governments. At the
same time,
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27.  Structural vulnerability is vulnerability that depends on factors that are inherent or slow
moving and are independent from current or recent policy choices and the will of policy makers i.e.,
factors i) and ii) in the paragraph above. It only results from exogenous and persistent factors, rather
than on endogenous contemporary country policies that form part of the resilience of a country. In
particular, the underlying factors determining structural vulnerability represent the risk of exposure
to exogenous shocks and stressors and the extent of a countryds exposure (historical persistence and
intensity). Structural vulnerability indicators should rely on long-lasting factors measured over
significant periods between ten to twenty years, so that they reflect either medium-term economic,
environmental or social vulnerability (or long-term physical vulnerability to climate change). They
should not reflect short-term volatility and must only display very limited amount of year-to-year
fluctuations. According to this definition, the vulnerability of countries will be persistent and will
evolve only slowly overtime ensuring that vulnerability as measured by the MVI framework is truly
structural.

b. Resilience

For the purpose of this MVI, Structural Resilience is defined as ““the capacity of a country to dampen
the impact of, and quickly recover from shocks and to adapt flexibly in response to stressors™

28. A countryos resilience refers to its ability and

1]




more appropriate criterion to be used for access to development support, including concessional
finance.

31. A countrybs resilience is more likely to be assessed ex post rather than ex ante, as it becomes
more apparent in the social or economic outcomes in the aftermath of a shock and will likely be a
mix of structural and non-structural factors. However, it is the factors of structural resilience that
should be isolated, and included in an MVI, as a low level of structural resilience is more suitable
for use as a positive criterion for access to development support, including concessional finance, and
a better reflection of significant financing needs. Structural factors of resilience are easier to assess
than non-structural ones, as they are inherent (e.g. availability of freshwater resources) or evolve
slowly over time (e.g. health or education outcomes), as opposed to non-structural factors of
resilience which involves capturing the possible reaction of public and private agents after a shock,
as well as the expected effectiveness of public policies and programmes.

32.  In the context of the MVI, non-structural resilience comprises the policy or other transitory
economic, environmental, and social factors or political choices, that allow a country to adapt and be
less exposed to exogenous shocks and stressors. One can compare two countries which are equally
structurally vulnerable and resilient, but are differently able to weather shocks, due to non-structural
resilience (i.e. the quality and implementation/performance of their policies). The more resilient
economy, for example, will be one that is less exposed due to policy implementation®.

33.  Along with GNI per capita, the assessment of the quality of developing countries policies is
one of the most important factors on which most IFIs rely, for the allocation of their concessional
resources through the performance-based allocation (PBA) framework. The goal of the PBA is to
reward well performing countries by allocating a larger amount of aid, according to a Country Policy
and Institutional Assessment (CPIA), which represents the alleged quality of their public policy or
in other words their commitment to development. Performance is measured from the CPIA and its
components. Therefore, as quality of policies are already reflected in current PBA framework
practices the MVI, while acknowledging the critical part of policy performance for overall resilience,
does not include non-structural factors of resilience. The proposed structure does however
accommodate an in-depth analysis of non-structural resilience to enable the proposal of specific
avenues to reduce vulnerability and promote enhanced resilience through the development
vulnerability-resilience profiles. This is further discussed in Section 5 below.

34. Both the lack of structural resilience and a high level of structural vulnerability (constituting
vulnerability) should be used as a positive factor for access to and allocation of development support,



3. The Structural Vulnerability Components of the MVI

35.  Addressing structural vulnerability requires an identification of the sources and determinants
of vulnerability, including a conceptual clarification with respect to its scope. It therefore seems
reasonable to identify three main sources of macro-vulnerability: economic, environmental and
social. These three areas of vulnerability correspond to the three dimensions generally referred to in
the global sustainable development discourse. They also correspond to three categories of shock,
identified more by their origin (economic, environmental and social) than their impact (which may
or may not be multidimensional). This differentiation, reflected in Figure 1, makes it easier to avoid
redundancy of components across the three dimensions, while at the same time acknowledging that
they may be interrelated.

Figure 1: The structural vulnerability components of the MVI

a. Economic vulnerability

36. Economic vulnerability is the risk of a country being harmed by external economic shocks
resulting from its exposure to such shocks.? Structural economic vulnerability should also be
understood in a dynamic manner, as the risk for a country seeing its economic growth, and more
generally its development rate, slowed by exogenous shocks, indepe



b. Environmental vulnerability

37.  Environmental vulnerability is the risk of natural hazards., Some of them may result from
structural vulnerability to climate change and anthropogenic or socio natural shocks and stressors
that are exogenous in origin.?? Vulnerability to climate change, which is a specific kind of
vulnerability, is also an important component of environmental vulnerability. It stems from a risk of
long-term change in geophysical conditions rather than from a growth handicap in the medium term.
In other words, it is more physical than economic, and has a longer time horizon. Vulnerability to
climate change is understood here as a vulnerability to a specific global and progressive stressor,
likely to translate into country-specific shocks and stressors through various events. Exposure to
climate change is a central challenge for many countries as it implies the diminution of the overall
usable land surface either through desertification or sea-level rise or the intensification of natural
hazards.

C. Social Vulnerability

38.  Social vulnerability is the risk of recurrent social shocks. Here separating structural and non-
structural factors is more difficult, as social vulnerability is closely correlated with current policy.?
However, there has been work in the past 20 years that suggests links to structural factors resulting
from recurring violence as well as health shocks and forced displacement.?* In the MVI framework,
social vulnerability is reflected through the effects of past shocks and more importantly their
recurrence measured over a long period. It is the recurrence of long-term social shocks that reflect
structural exposure to those shocks and in turn social vulnerability.

4. The Structural Resilience Component of the MVI

a. Introduction

39. A countrybs resilience depends not only on current policies, but also on structural factors, i.e.
structural resilience. These structural factors of resilience are broad, and are often captured by GNI
per capita and the Human Assets Index (HAI). Alongside the Economic and Environmental
Vulnerability Index (EVI), GNI per capita and the HAI make up the criteria for the identification of
LDCs by the UN Committee for Development Policy. When these criteria are considered together,
it would suggest that where factors such as human capital or GNI per capita are particularly low,
economies and vulnerable populations do not have the flexibility or resources to prevent, respond or
adapt to shocks and stressors. Further, as such countries and vulnerable populations within those
countries are prone to being hit harder by shocks, they fall into a fitrapo or a vicious circle where,
because they are poorer, they bear more costs as the result of a shock, which further lowers their
human capital and income levels over time, leaving them even more vulnerable in the future. In
essence, the risk of getting trapped results from the conjunction of structural economic vulnerability
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40. In the context of the MV, where structural resilience is considered in the same framework,
the dimensions of structural resilience should match the dimensions of structural vulnerability,
highlighting the economic, environmental and social structural factors, which represents the extent
of the inherent flexibility or resource to prevent, respond and adapt to adverse events.

b. The dimensions of resilience

41.  Structural resilience consists of three categories of indicators: economic, environmental and
social resilience, representing
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43.  In simple terms, if a country is deemed vulnerable in level one, cooperation and assistance
are guided by level two.

44.  Vulnerable countries are not a monolith, they vary by income level, geography, etc. A MVI
framework should be flexible enough to acknowledge and measure the specific characteristics of
vulnerability in each country group, it should contain multiple measures of each category of
vulnerability which holistically capture vulnerability. Further, these countries should have the space
to put shape on their own vulnerability to direct their own resources and external assistance to critical
resilience areas decided by national policy.

45. A MVI dashboard will be developed, presenting individual country results from the Index. A
dashboard presentation has the benefit of clearly illustrating the vulnerability profile of countries.
The dashboard presents the categories of structural vulnerability and resilience in a simple and easy
to understand format.

Figure 3: The MVI framework

a. The structure of the MVI

46.  Asshown in Figure 3 above, the proposed preliminary MV 1 Framework has two components:
structural vulnerability and structural resilience, each of which its own economic, environmental and
social dimensions, which has in turn will contain their own range of indicators representing specific
factors of vulnerability and resilience as presented below.

(NB: - To date the Panel has begun the process of identifying those indicators which best reflect
the criteria highlighted above)
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Vulnerability: Indicator Examples

47. Economic vulnerability. Factors of vulnerability to external economic shocks should be
introduced in two specific ways as follows:

selecting factors representing the central aspects of exposure to those shocks. For
example, Trade openness: the higher the dependence of a country on international
trade, the higher its exposure to external economic shocks. Countries that are open
to trade are strongly affected by global trade and financial volatility and economic
downturns.

Selectors proxying the extent, intensity and future recurrence of those shocks. An
example of this is instability of exports of goods and services: Instability may be
perceived in two different ways as follows: (a) Instability in relation to the goods
themselves; and (b) Instability in relation to the prices of the goods. Even if open trade
is a positive factor in development, trade related shocks are a main source of
vulnerability. Unstable proceeds from exports of goods and services measured over
the long-run is structural and results from fluctuations in world prices and in external
demand as well as from domestic event unrelated to policy, such as natural hazards.
This is more harmful when combined with a high trade openness ratio.

48. Environmental vulnerability. This dimension of vulnerability should include three
components as follows:

Factors reflecting the countryds exposure to natural hazards. An example of this is
Share of population in low coastal areas, in drylands or in seismic zones: Populations
in low coastal areas, dryland and seismic zones are more exposed to
hydrometeorological and seismic hazards (storms, floods, droughts, earthquakes,
etc.).

Factors reflecting the intensity of past natural hazards as well as their likely
recurrence. An example of this is Victims of disasters caused by natural hazards. The
number of victims reflect the vulnerability of populations to hazards, in particular
their human impacts.

Factors reflecting exposure to environmental stressors reflecting the likely exposure
to climate change. An example of this is increased frequency and intensity of rainfall
and temperature shocks. Rainfall and temperature shocks caused by climate change
can have a severe impact on economic activity, access to water, food insecurity and
conflicts caused by resource scarcity.

49.  Social vulnerability. As explained above, in order to avoid any redundancy and theoretical
overlap with structural resilience, this dimension consists of factors reflecting the intensity and
recurrence of past social shocks over the long-run. For example, the frequency and intensity of
epidemics. Infectious diseases can cause large-scale mortality and morbidity, disrupt trade and travel
networks, and stimulate civil unrest. When local emergence leads to regional outbreaks or global
pandemics, the economic impacts can be devastating.









alongside efforts to identify and develop new sources of data that could be leveraged to enhance the
credibility and effectiveness
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capita, for which countries are eligible or not, with
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countries, and effective, because research over the past two decades has shown that aid has a higher
marginal effectiveness in situations of vulnerability, as it helps to cushion shocks.

66.  Additionally, UNDS should use the MVI as an advocacy tool as well as for prioritizing
allocation to countries deemed to be the most vulnerable by the index. The UN should also use the
MV to increase funding for development activities in these countries.

67. For most vulnerable countries, the use of an appropriate vulnerability indicator that also
considers structural factors of resilience allows for a more systematic approach to addressing
structural factors of vulnerability, that can be addressed overtime through enhanced international
cooperation. Without such support, the ability of such vulnerable countries to progress towards
achieving the SDGs and to build their economic, social and environmental resilience to withstand
the harmful effect of shocks, would be weakened. A strong focus on resilience building, and on
addressing vulnerability would lead to the elimination of the need for perpetual support to these
countries.



PART THREE - GENERAL REMARKS

68.  This report proposes a framework for the development of a MVI in line with the
principles highlighted in paragraphs 80-83 of A/76/211. It also includes the definitions of the main
concepts such as structural vulnerability and structural resilience.

69.  The subsequent final report will present the selected indicators, their rationale and a
precise methodology for weighting and aggregating the indicators. It will highlight the structural
challenges faced by developing countries and make evidence-based recommendations, on the most
appropriate governance arrangements for the MVI, including modalities for the publication of MVI
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Annex 2

High Level Panel on the Development of a Multidimensional Vulnerabilitylndex for
Small Island Developing States (SIDS)

1.0  BACKGROUND

COVID-19 has once again exposed the vulnerabilities of SIDS, and as a result, has re-ignited their
long-standing call for the use of vulnerability indices to facilitate their access to concessional
resources. The economic fall-out suffered by these countries, has shown the urgent need for
measures that better reflect the challenges faced by SIDS and that also enable the international
community to find viable solutions to address these challenges. Gross National Income (GNI) per
capita, which excludes the majority of SIDS from concessional development financing, is still
considered by many donors and financial institutions as the most effective criterion for making
eligibility decisions and financing allocations. The persistent use of GNI per capita (along with
creditworthiness), as the primary criteria for determining access to concessional or grant resources
captures neither who is most affected, nor who is least able to respond to exogenous shocks. New
consensus needs to be built about what constitutes vulnerability, in order to encompass the
multiplicity of inter-linking challenges which every State must now address.

In response to paragraph 8(a) of General Assembly Resolution 75/215, which called upon the
Secretary-General inter alia to provide recommendations on the potential development,
finalization and use of a Multidimensional Vulnerability Index (MV1) for SIDS, the Secretariat
conducted a series of consultations?
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2.0
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f With experience in designing and/or implementing policies in relevant domains in developing
countries; and

f With intimate knowledge of the challenges faced by developing countries from different
regions of the world and at different levels of economic and social development

(Section 4 further outlines skills and competencies sought in the Panel).

3.1  ROLE OF PANEL MEMBERS
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3.3 DURATION OF PANEL, DELIVERABLES AND REPORTING OBLIGATIONS

The expected duration of the Panel will be for 11 months from 1 February to 31 December 2022.

The Panel will conduct its work in English, and all outputs must be delivered in English. The
following are the Panelds deliverables:

f Aninterim report by 15 June 2022
f  Afinal report no later than 31 December 2022.

3.4  PANEL SECRETARIAT
The Secretariat for the Panel will be the United Nations Department of Economic and Social
Affairs (UN DESA) and the United Nations Office of the High Representative for the Least

Developed Countries, Landlocked Developing Countries and Small Island Developing States
(UN-OHRLLS).

The Secretariat will be responsible for producing and editing background papers and the panelds
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4.0

SKILLS AND COMPETENCIES OF PANEL MEMBERS

Required Qualifications, Skills and Expertise

1l

An advanced degree in the field of economics or econometrics, economic vulnerability,
economic research and analysis, economic policy formulation, application of economic
principles, international development or similar field related to the economic aspects of
vulnerability

OR in the field of environment and natural resources management, geography, planning,
natural sciences, engineering, environmental/natural resources economic, or areas relevant to
work on environment, climate change and disaster risk reduction issues

OR in social sciences, sociology, demography, population, statistics, economics, public policy,
other relevant social science or field related to social vulnerability

OR in public sector management, public administration and or public sector finance

Extensive relevant experience (minimum of 12 years) including as a practitioner at a senior
level in the specific area of expertise be considered an eminent person or pioneer in a
particular area of study within academia, or private sector

A proven track record as an expert at a senior level in the economic and/or social and/or
environmental aspects of vulnerability, risk, or resilience building within the public, private or
civil society sectors and with knowledge and broad understanding of the complex and
interrelated aspects of other vulnerabilities  senior official in public administration and/or
public or private finance and extensive public financial management experience at senior or
managerial level.

Demonstrated experience at a senior or managerial level in the design and/or
implementation of polices in relevant domains with a track record of innovative thinking and
driving policy initiatives to achieve development results.

Strong qualitative and quantitative skills, with demonstrated experience in the measurement
ofvulnerability in any of its dimensions (economic, social, environmental) and/or resilience
andwith a solid grasp of the strengths and weaknesses of vulnerability



' Knowledge of the challenges faced by developing countries from different regions of the
worldand at different levels of economic and social development, with particular regard to
economicrelated aspects of vulnerability such as, inter alia; export dependence, economic
diversification,
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