Covid-19: Transport and Trade-related Implications for SIDS?

Dual challenge of Covid-19 and the climate crisis for SIDS

The COVID-19 pandemic further threatens the climate resilience of SIDS: these small islands
are already vulnerable to natural disasters and climate change,> and must simultaneously
respond to the wide-ranging socio-economic challenges posed by the global public health
crisis, with one crisis exacerbating the other®. In July 2020, for instance, the humanitarian
response to Tropical Cyclone Harold in the Solomon Islands, Vanuatu, Fiji and Tonga was
affected by COVID-19 and related measures.* Islands face the challenge of ensuring national
preparedness both for natural disasters, such as tropical cyclones, and COVID-19, along with
associated challenges of food shortages, at a time when weaknesses in the response to either
can undermine responses to the other.® In short, SIDS face the dual challenge of responding
to the high and growing risk of climate change impacts while simultaneously responding to the
implications of the coronavirus pandemic.®

Transport-related implications of Covid-19 for SIDS

The vital role of transport in facilitating trade and trade-led development has been particularly
exposed during the pandemic. A key policy response to the global health crisis has been the
implementation of measures affecting mobility, in particular international travel and border
restrictions, including the closure of air and maritime borders for passengers’. Tourism,
transport and distribution services have suffered and, in some cases, collapsed as a result
(WTO, 20208): global passenger air travel demand decreased by 58.4% in the first half of 2020
(IATA, 2020)°, with international tourism suffering its deepest crisis with a drop of 74% in
international arrivals in 2020 (UNWTO, 2021a).1° International tourist arrivals in the first seven
months of 2021 were still 80% below to the same period of pre-pandemic year 2019 (UNWTO,
2021b).1t

SIDS are particularly hardly hit as health requirements, travel restrictions and low demand has
forced the cruise ship and aviation industries to cancel journeys. Thus, COVID-19 has inflicted
a substantial decline in international tourism in SIDS: the vast majority of SIDS experienced a
fall of over 60% in international tourist arrivals in 2020 compared with 2019 (UNCTAD,
2021a'?). This fall in international tourism caused substantial international tourist receipt losses
—ranging between 6.5% - 59.9% for the Caribbean and 17.3% - 72.2% for the Pacific (UNWTO,
2020%?). In addition, the cruise sector, a key pillar of tourism industry for Caribbean SIDS, has
been severely impacted (OECS, 2020?) due to the suspension of sailing (UNCTAD, 2020a*?).
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As tourism is a key socio-economic pillar for SIDS, SIDS experienced an estimated fall in GDP
of 9% in 2020 (UNCTAD, 2021a)*“.

Public measures addressing the health crisis have also led to disruptions in the transportation
of cargo?, vital for the livelihoods of import-dependent SIDS, including for the health sector
and in the context of disaster risk reduction, management, response and recovery (DRR). The
loss of passenger flights and the substantial reduction of air cargo has led to serious concerns
for Caribbean SIDS in the OECS region in the movement of medical supplies and vital goods
necessary for the fight against COVID-19 (OECS, 2020%). Due to disruptions in maritime
transport following pandemic-related restrictions (e.g. on maritime health declarations and
screening requirements, maritime crew disembarkation and substitution etc.’), negative spill-
over effects for both inter-Americas and trans-Atlantic trade to and from the Caribbean and
further supply chain disruptions, reduced transhipment cargo volumes and increased costs
were expected (OECS, 2020). The combined adverse effects of disrupted supply chains,
limited transport options and climate-related extreme events already came to the fore in the
context of the emergency response to tropical cyclone Harold that wreaked havoc on four
Pacific SIDS™.

This dynamic presents a multidimensional threat with wide-ranging negative implications for
SIDS, including a decline in available public spending for capital works projects such as coastal
transport infrastructure and a shift away from climate resiliency aspirations.

Climate change adaptation and resilience-building for critical transport infrastructure remains
an increasingly urgent challenge for SIDS, even in times of pandemic

Given the potentially extensive economic costs of inaction, climate-resilience of seaports and
other critical transport infrastructure is a matter of strategic socio-economic importance
(UNCTAD, 2020c'®) particularly for SIDS (UNCTAD/UNEP, 2019a2°), which depend on their
coastal transport infrastructure as lifelines (UNCTAD/UNEP, 2019b?!) for external trade,
food/energy security, tourism, and DRR. In many SIDS these critical infrastructure assets are
at high and growing risk (IPCC, 2018??) of climate change impacts such as coastal flooding,
from as early as in the 2030s_(Monioudi et. al, 20182%). In the absence of effective adaptation
action, the related impacts on transport infrastructure and operations could severely jeopardize
the trade and sustainable development prospects — and gains, of these vulnerable nations.
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Related hazards and risks are growing (IPCC, 202124 Asariotis, 20212°), making the need for
accelerated action on adaptation and resilience-building an increasingly urgent sustainable
development imperative.

Effective adaptation requires ‘fit-for-purpose’ risk assessment procedures (at local and facility
levels), bridging of potential data and knowledge gaps (Asariotis et al., 20182%), and the
development of appropriate technical and management solutions that reduce vulnerability and
allow for decision-making under uncertainty. It also requires finance, technology and capacity-
building, as well as coordinated and coherent policy responses and supportive legal and
regulatory approaches (UNCTAD, 2020d?"). In this context, there is an important need for
upscaling technical assistance as well as investment in adaptation and resilience building, as
well as support for Early Warning Systems, which, as highlighted by the UN SG in March 2022
should be available to protect all global citizens within the next five years.?

While the extensive socio-economic impacts of the COVID-19 pandemic give rise to new
priorities that may challenge climate-resilience building and adaptation efforts, the pandemic
may also be considered a cautionary tale, underlining the critical importance of preparedness,
risk assessment and resiliency building. Lessons learnt should provide renewed impetus for
timely climate risk and vulnerability assessments and foster long term planning, essential to
enhancing resiliency.

Changing circumstances arising from the impacts of the COVID pandemic (e.g. the need for
health and safety measures at ports of entry; changes to tourism markets/patterns; greater
reliance on local/national resources/supplies) will need to be taken into account as part of any
strategy for transport infrastructure adaptation and resilience building.

Upscaling capacity for energy efficiency and renewable energy generation will also be
important for continued energy security and may bring major co-benefits, in terms of climate
change mitigation and adaptation (e.g. to limit the adverse impacts of extreme heat on health
and on operations), as well as in terms of reduced energy imports and related expenditure.
This is particularly critical for SIDS and other countries that are facing longer term supply-chain
disruptions and a reduction in earnings potential as a result of the impacts of the pandemic on
major economic sectors, such as tourism, for instance.

Transport-related economic impacts

Building long term climate resiliency requires a good understanding of the direct and indirect
economic impacts of CV&C-induced damages/disruptions affecting the transport system, in
particular in light of current recovery efforts of the COVID-19 pandemic. Floods and coastal
inundation from extreme events can render transportation systems unusable for the event
duration and damage terminals, freight villages, storage areas and cargo and disrupt supply
chains for longer periods of time (UNECE, 2015%°). Impacts can include disruptions to
operations and damages to port infrastructure and vessels, as well as to hinterland
connections, in addition to impacts on regional network connectivity. The costs and economic
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losses arising from damage to infrastructure, operational disruptions and delay can be
extensive.® In addition, in areas affected by tropical cyclones and related storm surges and
waves, damage to ports and other coastal transport infrastructure and associated losses can
be particularly significant, as demonstrated by the 2017 Caribbean hurricane season, the most
costly hurricane season on record.®

The potential of devastating socio-economic impacts resulting from disruptions in the transport
sector (both passenger and cargo) have been recently demonstrated, as governments have
imposed mobility-related restrictions during the global health crisis. While not arising from
climate factors, the quasi halt of air and maritime transport unleashed an unprecedented shock
to tourism in the Caribbean (IDB, 2020%?), causing wide-ranging adverse economic effects,
including rise in unemployment and sharp declines in foreign exchange and tax revenues,
which curb resources available for public spending. The Caribbean region suffered a travel &
tourism GDP drop of 58% due to its strong reliance on international tourism, which decreased
significantly (WTTC, 2021%). Within the Caribbean, some of the worst affected countries were
St Kitts and Nevis with a steep decline of 72.3%, and St Lucia experiencing a decline of 71.7%
(WTTC, 2021). The region faced a 24.7% decline of travel & tourism jobs in 2020 (WTTC,
2021). Given the high reliance of OECS Member States on trade and tourism?®*, the pandemic
provides a stark warning and reminder of the ways in which climate-induced disruptions that
affect coastal transportation assets can have similarly devastating economic impacts in
addition to exacerbating existing socio-economic challenges.

Trade Impacts of Covid-19 on SIDS

For SIDS, the breadth and intensity of the economic impacts of COVID-19 has implications for
existing trade relations and priorities. Across the world, the pandemic
has highlighted the interconnectedness of countries, their reliance on global value chains, and
the importance of a resilient trading system. SIDS have been hit particularly hard, as many of
their economies rely heavily on one or two key sectors, including notably tourism, for domestic
employment and foreign exchange earnings. From the Caribbean and the Pacific to the Atlantic
and Indian Oceans, most small island economies run large trade deficits, with tourism
accounting for most of exports, while food, oil and other essentials represent the bulk of imports
which relies on maritime transport. As noted by UNDESA “[w]hile tourism exports are highly
volatile and susceptible to downturns in developed economies, the import demand of many
small island economies is typically inelastic.®>” Tourism revenues, which accounted for almost
30% of SIDS’ GDP on average pre-pandemic,® have been crippled by COVID-19 related travel
bans, cancellations and health-related restrictions on hotels;3” remittance flows from overseas
workers, too, have dwindled in the face of employment downturns in other economies.® In
addition, “some relatively larger islands with more developed commodity export economies
such as the Solomon Islands’ wood exports and Papua New Guinea’s oil and minerals, or high
value export economies such as Jamaica and the Dominican Republic, are experiencing a
collapse in their export markets in terms of demand and prices. This places greater strain on
fragile island economies.”™® Widespread supply-chain disruptions resulting from the ongoing
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pandemic and a dramatic increase in maritime freight rates (UNCTAD, 2021b*°) have added
to the pressure on SIDS, while foreign exchange earnings have decreased significantly.

In addition to exacerbating the pandemic’s impact on growth and employmentin SIDS, COVID-
19 has also shrunk foreign exchange earnings, which are critically needed to run the affairs of
SIDS, including meeting the rising costs of energy and food imports and servicing foreign
debt.®* Given their substantial dependence on food imports — 50% of small island economies
import more than 80% of their food, with nearly all SIDS importing 60% of their food —
breakdowns in global supply chains (including export restrictions imposed by countries to
guarantee domestic supplies, slowdowns in the shipping industry and logistical bottlenecks)
and falling foreign exchange earnings present an obvious threat to food security in SIDS.%®
Similarly, energy demand - and costs - are expected to rise significantly in the light of projected
temperature increases under climate change (Monioudi et.al, 2018)%.

Climate-resilient recovery

There have been numerous calls®” for the economic response measures to the global
pandemic to consider climate change in line with the Paris Agreement and the SDGs. “Building
back better” and shaping a “green recovery” have been at the center of related considerations,
which have important implications for transport, trade and development policy and strategies
going forward. As highlighted by the UN Secretary General, “climate risks and opportunities
must be incorporated into [...] all aspects of public policymaking and infrastructure”.3®

Recent World Bank research emphasises the role of resilient infrastructure as “a lifeline for
sustainable development”, with net benefits of investing in more resilient infrastructure in low-
and middle-income estimated at $4.2 trillion, and 4$ in benefit for each $1 invested.* Climate
change makes action on infrastructure resilience even more necessary and attractive: on
average, it doubles the net benefits from resilience.*” However, SIDS and other vulnerable
developing countries urgently require better access to affordable green and blue infrastructure
financing (UNCTAD, 2021c*), including an increase of funding in the form of grants, as
opposed to loans,*® to avoid increasing debt-burdens further.5° While transport infrastructure
investments in 2020 have fallen significantly,>*major scaling up of investment and capacity
building for developing countries will be critical to ‘building back better’. According to OECD
estimates, US$6.9 trillion in infrastructure investment will be needed annually, to meet the
SDGs by 2030 (OECD, 2017).%
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The COVID crisis has highlighted that a well-functioning, open trading system is vital for
ensuring continued access to indispensable goods and services, including food and medical
supplies. Instead of returning to ‘business as usual’, there is an opportunity to steer the
recovery towards more resilient and greener international trade governance and trade
patterns. Putting sustainability front and centre as governments devise trade policies and
regulations can support efforts to ‘build back better’ by, for example, lowering the cost of trade,
supporting diversification into green export sectors and expediting the movement of green
goods and services across borders. It can also help policy makers to focus on recovery
measures that internalize environmental externalities and address the negative effects of trade
on the environment.

The call to link trade and environmental policy making in the context of COVID economic
response and recovery measures is especially relevant to SIDS. Most SIDS are already
actively exploring ways to strengthen their economic performance, diversification and
resilience in the face of external shocks —whether economic or environmental — and to explore
ways to benefit from new trade opportunities.*°

It is thus a strategic moment to integrate climate resiliency and adaptation considerations, as
well as DRR into transport, trade and tourism policy in SIDS, including in the context of Covid-
19 response and recovery measures. A central consideration in this context is the need to build
and enhance the climate resilience of SIDS’ key coastal transport infrastructure assets, such
as ports and coastal airports, which are critical facilitators of trade and tourism and ultimately,
sustainable development.

40 Although the WTO has had a special work programme on small economies since 2001, SIDS have long argued that they warrant a special
category similar (in recognition) to that of LDCs to ensure trade arrangements are tailored to their specific circumstances and needs. Further,
even before Covid-19, SIDS were increasingly vocal in their call for boosted climate action and support for building the climate-resilience of
their economies and trade. At the same time, SIDS have been exploring ways to boost the environmental sustainability of tourism and
safeguard it from the risk that environmentally conscious tourists will cut back on international travel due to concerns about climate
footprints. Meanwhile, some SIDS are implementing innovative strategies to revive tourism; Barbados for instance has offered 1-year working
visas for those able to work remotely.



