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Insularity and economic development: a survey

Manuela Deidda
University of Cagliari and CRENoS

Abstract

This survey reviews theoretical and empirical evidence on the impact of insularity on regional
economic development. Far from being a mere geographical condition, insularity can be regarded as a
permanent phenomenon of economic and social peripheralization that prevents islands to reach the
goals of sustainable development that are reached by the mainland. Even if the issue of the
consequences of insulatity on economic development is garnering greater interest in light of the
growing recognition of the significant economic disadvantage faced by islands, both the theoretical
and empirical literature in this regard are fragmented. More importantly, the effects of insularity on
economic development are not disentangled from similar conditions such as remoteness, smallness
and peripherality. The survey focus as well on the two-sided nature of insularity, since if it is true that
islands suffer from permanent handicaps, adequate policy interventions may not only mitigate
insularity effect, but also transform insularity into an asset leading a great potential for growth. Finally,
some policy suggestions are drawn, highlighting the need for custom-tailored policy measures.

Keywords: Insularity, islands, regional development.
Jel classification: R12, O50, F63.



1. Introduction

The effect of insularity on economic development remains a relatively unexplored area
in both theoretical and empirical research. On one hand islands, especially small ones, are
characterized by a disadvantage both respect to the mainland as well as the peripheral
regions. Being a geographical permanent condition, the economic consequences of insularity
cannot be completely eliminated, but only mitigated through adequate policy interventions.
In line with the definition of Eurisles (2002) insularity can be regarded as a “permanent
phenomenon of physical discontinuity”.

On the other hand insularity- like other "geographic specificities"- can be regarded as an
asset, rather than a disadvantage. The traditional view of insularity as a mere disadvantage
may stem indeed from unexploited opportunities deriving from a “lack of local coherence
between natural resources, human capital and the institutional context” (Gloersen et al.,
2012).

Indeed, insularity is more than a mere geographical status, being the combination
between a geographical condition and the reactions of political', social, economic and
cultural peripheralization affecting islands’ attractiveness, thus influencing their economic
and social development (Hache, 1987). Geographical permanent features such as low
accessibility and small size strongly affect the economic and social development of islands
(Eurisles, 1998; Planistat, 2002; CEC, 1994), thus raising the need to weight the main socio-
economic indicators for the degree of insularity. The small size of market and lower
competition affect the potentiality in production, as well as working and living conditions.

The topography of islands has critical economic growth effects as well as geographical
characteristics, (Briguglio, 1995; Dolman, 1985). On one hand, islands peculiarity in terms of
environmental characteristics often makes them attractive as touristic destinations. On the
other hand, they are particularly exposed to a set of external economic fluctuations that are
usually beyond their control: strong seasonality and the vulnerability to climatic disasters
represent indeed a threat for the tourism industry. Smallness, remoteness and vulnerability,
together with inadequate policies at both national and EU level, affect indeed islands’
attractiveness, causing islands to stay far beyond the level of development of the mainland.
From this perspective, the existence of special traits inherent to islands (Read, 2004), raises
the need for a separate analysis of islands and their challenges with respect to similar
territories such as peripheral and remote areas.

So far, the debate regarding the nature of the economic challenges facing island
economies is relatively recent. During the first twenty years of the European Community
existence, the problems related to insularity had not been taken into appropriate account,
neither from a legal nor from the political point of view. It was in 1992 that the Amsterdam
Treaty (art. 1582) first addressed the issue of insularity, emphasizing the necessity to develop
appropriate policies that would offset islands' lower accessibility. The Treaty of Maastricht

! Even if islands may have some degree of self-administration, they do not benefit from high political
autonomy (Gloersen et al., 2012).

2 “In order to promote its overall harmonious development, the Community shall develop and pursue
its actions leading to the strengthening of its economic and social cohesion. In particular, the
Community shall aim at reducing disparities between the levels of development of the various regions
and the backwardness of the least favoured regions or islands, including rural areas”.



(art. 154) as well focuses on the necessity to link islands, landlocked and peripheral regions
with the central regions of the European Community, in order to guarantee a homogeneous
development within the EU. Moreover, particular types of island economies (the
“Outermost Regions”) have been granted with a special status.

After the introduction in the EU of two small island states, Cyprus and Malta, the
economic challenges facing island economies and the determinants of islands’ relatively poor
economic performance become a key issue within the EU legislation. As far as most of the
key development indicators are concerned, European island are indeed far from the
achievement of EU-273 goals; furthermore, Lisbon’s strategy goals have not been met in
islands (percentage of employment, R&D expenditure, education attainment, ITC
penetration, resource efficiency etc). As ESPON (2010) point out, islands’ unattractiveness
for establishing competitive economic activities and for active population will led to a
progressive reduction of its socioeconomic base and its overall viability, increasing the
discrepancy from EU and national goals for sustainable development.

While the early debate focus on insularity as a mere disadvantage, more recently
geographical peculiarities such as insularity are started to be considered as a source for
territorial development challenges. On this regard, the European Commission Green paper
on Territorial Cohesion (EUROMONTANA, 2009) propose a definition of territorial
cohesion as “a means of transforming diversity into an asset that contributes to sustainable
development of the entire EU”. From this perspective, insularity can be considered as an
asset and a source of potential development if adequate policies are implemented.

The double nature of islands — threat and opportunity - make them an interesting case
study as well as a target for policy interventions. The peculiarity of the economic challenges
faced by islands, together with a considerable variability in terms of islands’ economic
performance, fosters a debate among economist and policy makers regarding the nature of
the difficulties faced by islands and their consequences in terms of economic performance.

On one hand, theoretical models do not tackle explicitly with the issue of insularity.
However, they represent a good starting point for the analysis of insularity, providing an
analysis of the mechanisms through which distinctive features of insularity such as smallness,
remoteness and peripherality impact on trade, firms localization and firm economic
performance, thus affecting regional economic development. Theorethical models developed
from the New Economic Geography* and the New Trade Theories® provide interesting hints
regarding the impact of remoteness and smallness on economic development of
disadvantaged territories; however, they do not consider explicitly the issue of an additional
disadvantage due to insularity.

On the other hand, empirical literature regarding the impact of insularity on economic
performance is fragmented, and empirical evidence casts a dubious note on the impact of
insularity on economic performance. Particularly, a debate exists regarding whether adverse

3 The report by ESPON (2010) identifies two indexes that have been used in order to summarize the
main findings about the islands regions: a “state index”, for the situation of the islands in comparison
with the member states they are located in; and a “change index”, capturing changes that have taken
place approximately during the last decade.

4 NEG, henceforth.

5> NTT henceforth.



effects on growth are caused by insularity per se rather than small size. According to one
strand of literature, smallness per se does not represent a challenge, since there is evidence
regarding some small states performing well. Rather, is the combination of smallness with
other geographical characteristics such as being an island, landlocked or mountainous that
matters. However, according to another strand of literature (i.e. Armstrong and Read, 1995),
the adverse effect of insularity on small size is negligible; on this perspective, is smallness,
rather than insularity per se that affects growth©.

This paper aims at addressing the problem of insularity analyzing this issue as far as its
economic consequences are concerned. First of all, a definition of insularity as presented by
the EU legislator is presented. In particular, insularity will be defined in its components:
smallness, remoteness and peripherality. In the third section, the theoretical framework of
the NEG and NNT, useful to derive potential implications of the consequences of insularity
will be briefly described, whereas a review of the main empirical literature contributes that
have tackled the economic consequences of insularity will be presented in the following
paragraph. Section 6 presents policy implications, with a particular focus on the double
nature of insularity as a disadvantage and a potential opportunity. The last section includes
concluding remarks and directions for future research.

2. Definition of insularity

2.1 Insularity according to EU legislation

According to the definition provided by Eurostat (1994), an island is a piece of land
with specific characteristics: a) a surface area of at least 1 km?; b) permanently inhabited by a
statistically significant population (more than 50 inhabitants); ¢) not linked to the mainland
by permanent structures’; d) separated from the European continent by a stretch of water at
least 1 km wide; €) not containing a capital city of one of the Member-States.

Three different categories of islands are identified by EU legislation: 1) islands that
are whole or part of the “overseas countries and territories” (i.e. Greenland, French
Polynesia, Bermuda); 2) the so called “most remote regions”, which are recognized under
various sectoral policies such as transport and cohesion policies (the French overseas
department, the Azores, Madeira and the Canary Islands); 3) Continental EU islands, which
are considered by EU as deserving of special sectoral policies in the field of agriculture and
fisheries. Eurisles (1998), analyzing 125 islands in the 20 island authorities, acknowledges that
despite islands of the EU present a wide variety of situations, they share very specific social,
environmental and economic problems8.

7 The existence of fixed links can be associated, to some extent, to regular ferry (Gloersen et al, 2012).
However, as Armstrong et al. (2006) point out, excluding island with fixed links is not as clear as it
appear. Indeed, there may be limits (i.e. tools, bad weather) preventing the usage of such linkages, so
that they remain barriers to integration.

8 As Musotto (2007) pointed out, one should look at others indicators besides per capita GDP and
unemployment when exploring the socio-economic situation of island region. The fact that GDP is
broken down on the basis of NUTs categories discriminates against the smallest regions and it does
not consider heterogeneity among different territories. This may lead to significant distortions,



First of all, EU islands lag behind their national entities as far as GDP is concerned. Only
three out of all the island regions considered in the Eurisles study have a GDP per capita
equal or greater than the GDP average. Furthermore, in a significant number of islands
(Nordic Islands, Corse, Sicilia and Sardegna), an important public sector is sustaining GDP
level as well as employment?, leading to an higher per capita costs of essential services and
hindering the development of the private sector.

As far as the sectoral structure of economic activity is concerned, low value added activities
seem to be predominant. In particular, services, especially in the tourism sector, are
prevailing!?.

In almost all the islands considered in the study, the share of the population

employed in the primary sector is higher than the EU average, whereas the share of the
secondary sector is lower. The unemployment rate is higher than the EU average, especially
for young and female. Furthermore, in more than half of the sample, islands score a lower
employment rate than the EU average.
Five island regions have populations exceeding 500.000 (Sicily, Sardinia, Canary Islands,
Balearic Islands and Reunion) accounting for 75% of the European Island population
(Musotto, 2007). The islands considered in the Eurisles study show, on average, a population
increase since the 2000s, mostly because of migration flows, whereas no significant pattern in
the population density can be detected among islands. Finally, islands present some
peculiarities as far as the environment is concerned. Despite human activity, desertification
and sea pollution represent a challenge for islands, islands are characterized by a very rich
natural environment.

2.2 Three dimensions of insularity: smallness remoteness and vulnerability.

Three interconnected dimensions concur to define insularity: smallness, remoteness
and isolation, vulnerable natural and cultural environment. In what follows, we will first
define the three dimensions concurring to define islands: smallness, remoteness and
vulnerability, describing to what extent each of them give rise to economic challenges. Then,
the consequences of insularity per se will be distinguished from the one caused by the sole
smallness and remoteness, looking whereas any reinforcing effect does exists.

2.2.1 Smallness

The major implication regarding smallness regards the limited size of domestic
markets. First of all, smallness implies a low domestic demand, thus leading a production
which is at less than minimum efficiency scale. As a result, input prices in the production
process will be relatively higher. Secondly, a small domestic market adversely affects research
and development, threatening both the development of indigenous technologies as well as
the emergence of fast growth sectors. Finally, additional challenges arise from their limited,
and often diversified, natural resource base, often coupled with scarce domestic capital.

penalizing territories which experience significant migration, public transfers and transfers of private
funds.

9 In over half the islands the public sector accounts for over 25% of jobs (Musotto, 2007).

10 The highest share of employees in tourism can be found in medium-sized islands with populations
of 100,000 to 1 million (Gloersen et al, 2012)



However, smallness may represents an asset as well as a disadvantage. Indeed, some
characteristics arising from smallness have been identified as being advantageous: greater
social homogeneity and cohesion; a consequent greater flexibility and decision-making
efficiency; greater openness to change; and the gains from international trade (Ashoff, 1989;
Streeten, 1993).

2.2.2 Remoteness

Remoteness can be defined as the average weighted distance between two countries
with weights reflecting the absorptive capacity of the partner country (Borgatti , 2007).
According to this definition, two countries which are remote will tend to have a higher
bilateral trade, having less commercial relationship with the rest of the world so that the
negative effect of being remote could be partially offset by an increased trade with a
"partnet” country!l. Given that remoteness mainly affects trade, is straightforward noticing
that the main effect of remoteness is connected with difficulties regarding transport and
communication. The effects of remoteness are strengthened by the specific geographical
constraints that are faced by island economy!2. Indeed, islands are constrained to use air and
sea transport!3, which often operate in a monopoly condition, thus leading to an increase in
per unit transport costs.

The effect of remoteness, in the case of islands, is enhanced by smallness. A small
economy would require relatively small and fragmented cargoes, with higher per unit costs.
Moreover, it is likely that small islands would be excluded from the major sea and air
transport routes, which may give rise to delays and make it difficult for islands to exploit the
advantages of the more technologically advanced means of transport.

Moreover, the provision of supplies may be characterized by a higher degree of
uncertainty than the mainland. The distance from the main commercial centres may give rise
to additional problems such as time delays and unreliability in transport services. Last but not
least, an island face additional costs besides cost of transport per se, such as storage costs!4,
transhipment costs, higher freight insurance costs and damage in transit costs an
import/exportt freights.

11 Borgatti (2007) using an augmented gravity model, analyze the Pacific islands' bilateral trade
between 1980 and 2004. She eventually found that trade is negatively affected by distance, since the
positive effect of remoteness is not big enough to compensate for distance.

12 As Briguglio (1995) point out, the role of remoteness in the definition of islands needs to be tackled
with cate, since not all islands are situated in remote areas. However, since insularity and remoteness
give rise to similar problems associated with transport and communication, these two issues can be
analyzed together.

13 Dependency from maritime and air transport cause an agglomeration of firms nearby airport and
port zones, where there is the concentration of all the logistical services for stocking, trading and
distributing goods.

14 Keeping large stocks is the only way to face unexpected changes in demand in the case transport is
not frequent or regular. In the case of archipelagos, internal geographic fragmentation may exacetrbate
these problems. (Armstrong et al, 1998)



2.2.3 Vulnerability

Islands’ higher exposure to economic and environmental exogenous shocks (i.e.
excessively high temperatures, sea level rise, storms and flooding) make them more
vulnerable than the mainland. Vulnerability is the potential attribute of a system to be
damaged by exogenous impacts (Briguglio, 1995) and it stems from a number of inherent
and permanent economic features such as remoteness and isolation, volatile economic
growth, investor perceptions, high poverty (Adrianto, Matsuda, 2004). Geographical features
characterizing islands constrain their economy to be strictly dependent on environmental
resources. The environmental and cultural heritage of islands (i.e. existence of protected
areas, biodiversity) increases their attractiveness as touristic destination, making often islands
at the same time dependent on a seasonal tourism industry (Gloersen et al., 2012). On the
other hand, activities such as tourism, fisheries, farming, often constitute a mono-activity
without alternatives, thus increasing islands fragility. Last but not least, vulnerability stems
from islands' dependence on a narrow range of exports (with the risk associated to the lack
of diversification) as well as from dependence on strategic imports, in particular energy and
industrial supplies, exacerbated by limited import substitution possibilities.

As for remoteness, vulnerability is accentuated by smallness (Eurisles, 2002). Limiting
islands' ability to benefit from the economies of scale smallness leads to high infrastructural,
administrative and other overhead costs, and to the prevalence of natural monopolies and
oligopolistic structures which are the cause of high consumer costs.

2.3 Insularity, remoteness and ultra-peripherality

The existence of a special category of regions (“ultraperipheral” or “outermost”), that
needs special treatment by the EU legislator, is declared in a special section of the Maastricht
Treaty, the “Declaration of the Ultra Peripherality”. Article 299(2) of the EC Treaty refers to
the “structural social and economic situation of the French overseas department, the Azores,
Madeira and the Canary islands which is compounded by their remoteness, insularity, small
size, difficult topography and climate, economic dependence on a few products, the
permanence and combination of which severely restrain their development”.

The condition of ultraperipherality share some common features with insularity:
remoteness, small size, as well as economic vulnerability. Even if six out of the seven
ultraperipheral regions are islands, in the case of ultrapheripheric territories the consequences
of islands’ geographical constraints are exacerbated. On one hand, the small size makes the
outermost regions totally dependent on external resources, markets and services!®. Factors
such as an imbalanced local economic fabric, the poor absorption capacity of the local
market, financial fragility of companies and an economy which relies on a mono-activity
strongly affects the outermost regions. The lack of economies of scale and high transport
cost makes competition in the European market unbearable, so that trade is highly
unbalanced in favour of imports.

On the other hand, the conditions of remoteness, vulnerability and limited accessibility
become stronger in the case of the outermost regions, limiting their accessibility, with a

15 “First contribution to the future of social and economic cohesion”, Conference of the presidents of
the RUP, Las Palmas, February 2002.



consequent increase of their overall cost. The fact that these regions are located several
hundred kilometres from any major industrialized and developed area enhance the condition
of isolation.

2.4 Insularity as self-enforcing condition

The insularity condition represents per se a further disadvantage besides small size
and distance from the more heavily populated mainland, giving rise to a double and
reinforcing challenge (Armstrong et al, 1998; Armstrong and Read, 2000, 2002). The
difficulties in reaching certain production scale levels caused by smallness are enhanced by
high transport costs caused by insularity (Armstrong et. al., 2006). The reliance on a few
means of transport may lead to transport monopolies (e.g. a single ferry company), poorer
transport reliability, increased stockholding costs, higher insurance costs, greater danger of
damage to goods in transit, and diseconomies in loads and routings. Moreover, islands over
reliance on imports, and the fact that exports are often low bulk and high value makes return
trips underutilized, increasing transport costs (Armstrong et al., 1993).

Remoteness, defined as distance from export and import markets further aggravates
the economic consequences of insularity. However, the consequences of remoteness have
consequences for the level of local prices, rather than for unemployment and GDP level.
Finally, the consequences of insularity are exacerbated in the case of archipelagoes since
fragmentation of the domestic market exacerbates the constraints faced by islands, giving rise
to the so called “double insularity”. Furthermore, shipment costs are even higher, because of
the trade within archipelago. Finally the benefit related to social capital, are likely to be
weaker among the different islands.

3. Theotetical framework

So far, empirical and theoretical contributes have analyzed to what extent each of the
distinguishing features of insularity (smallness, remoteness and vulnerability) affect economic
development. In this section we will briefly revise the main theoretical contributions and
provide a brief description of the ways these models can be used in order to derive potential
implications to analyse the consequences of insularity. In particular, we will focus on three
kinds of model that could be used to derive potentially interesting insights: the Trade Gravity
Model, the NEG and the NTT. Instead of providing an exhaustive review of these models,
we will rather concentrate on testable implications that can be drawn in order to disentangle
the effect of insularity from the one of similar conditions.

The trade gravity model focuses on the effect of remoteness in the amount of trade,
which represents a key development channel. The gravity equation, first developed by
Tinbergen (1962) and Poyhonen (1963) explains the trade flow between a pair of countries as
being proportional to their economic mass (usually national GDP) and inversely
proportional to the distance between them!6.

16 In Tinbergen (1962) original formulation of the gravity equation, the size of the trade flow between
any pair of countries is estimated by an OLS regression, where the explanatory variables are the



For our purpose, one of the main advantage of the gravity model is related to the fact
that distance plays a key role in determining the size of trade. Indeed, distance is a proxy for
transport cost as well as an indicator of the time elapsed during transit. Distance plays a key
role especially when perishable goods are concerned, given that the probability of surviving
is a decreasing function of time in transit. Further, increasing distance may increase the
probability of bottlenecks in the case the production implies multiple inputs that need to be
synchronized. Last but not least, a greater distance often imply a greater cultural distance,
thus lowering the likelihood that the trade deals will be completed as well as the volume of
transactions!’.

Given that the gravity model identifies size and distance as key determinants of the
amount of trade, it is straightforward noticing that remoteness and smallness that are key
features of island territories will negatively affect the amount of trade, thus lowering islands
economic performance with respect to central regions.

As the gravity model, the New Economic Geography (NEG) identifies transport costs
and distance from the main economic centres as key determinants of economic development
since they affect firms’ localization choices. In a nutshell, the theoretical model described by
Krugman (1991) describes an economy characterized by two countries (identical in size,
technology, preference), two sectors, and two production factors, one mobile and one
immobile!'®. The economy produces two types of goods: a traditional low-tech good,
produced under CRS and perfect competition and a high tech industrial and differentiated
good produced under IRS and monopolistic competition.

Since Krugman (1991) seminal contribution, the NEG models aims at explaining how the
dynamics of spatial allocation of population and economic activities is driven by two main
forces: increasing returns to scale and costly trade, which generate agglomeration and
dispersion forces whose balance shape the geography of economic activities in equilibrium.
When increasing returns to scale are in place, firms choose to locate close to bigger markets
(market-secking attraction), with higher variety and endowments of inputs (cost-secking
attraction). Last but not least, accessibility plays a key role in the localization choices, since
central areas are more accessible from national and international networks (Krugman, 1991;
Venables, 1996; Krugman and Venables, 1995; Ottaviano and Thisse, 2005; Ottaviano et al,
2002; Cerina and Pigliaru, 2007).

The balancing of agglomeration and dispersion forces determinates the allocation of
the mobile factor. A symmetric equilibrium is stable if — after an exogenous shift -
agglomeration forces in a region becomes stronger than dispersion ones. The main result is

import of exports, the size of the importing market and the geographical distance between the two
countties, used as a proxy of the transport costs.

17 In order to ensure a proper conduct of transactions and to prevent opportunistic behaviour,
international trade requires some level of trust and degree of commitment between the involved
parties (Elsass and Viega, 1994). Furthermore, pronounced cultural differences can complicate
interactions and hinder development of the rapport and trust necessary to complete transactions (Doz
and Hamel, 1998).

18 These production factors are differ depending on the model taken into consideration. In Krugman
(1991),Krugman and Venables (1995), Ottaviano (2002), Baldwin and Forslid (2003) these are
unskilled workers (immobile) and skilled workers (mobile). Other models consider instead labor
(immobile across regions but mobile across sectors) and capital.



that both forces decrease as trade gets freer but dispersion forces are stronger when
transport costs are high and vice-versa.

On these basis, Ottaviano (2003) identifies three categories of regions. Ultra-
peripheral regions are characterized by both low accessibility and weak attraction. Central
regions have bad accessibility and strong attraction, while peripheral regions are
characterized by high attraction but low accessibility.

From this perspective, islands are not regions that occupy a central place within the
trade network. Given their low accessibility firms tend to not locate in islands, thus
restraining their economic development.

Island’s economic performance has in common with other peripheral areas the
distance from the main population centres. However, island face special disadvantages
associated with their condition of physical discontinuity. This has non negligible
consequences in terms of affecting regional concentration of economic activities. The
proximity to the main population centres, plays a non negligible role in determining islands'
economic performance, by affecting the regional concentration of economic activities
through a balance between centrifugal and centripetal forces (Krugman, 1991, 1998). On one
hand, centripetal forces, including market size, co-operative and functional linkages between
firms, dense labour markets with a diversity of available skills and external economies of
scale (i.e. knowledge spillovers), tend towards spatial concentration. On the other hand,
centrifugal forces tend towards spatial de-concentration and include labour immobility, lower
land and property prices and rents, and external diseconomies of various sorts such as
congestion. Centripetal and centrifugal forces can be measured by transport costs and
economies of scale, respectively. While the first tend to be negatively correlated with spatial
clustering, a positive linkage exists between economies of scale and the creation of clusters.
However, because of the relatively small size of their market, islands find it difficult to
exploit economies of scale, thus not benefiting from the agglomeration advantages related to
clusters!?. Furthermore, because of remoteness and insularity economic exchanges are
strongly dependent from maritime and air transport, thus leading to higher transport costs.
In the case of islands the burden given by peripherality is exacerbated by the insularity
condition. While the distance from the main population centres and from the market affects
both the nature of trade and human mobility, the condition of insularity exacerbates the
disadvantages caused by distance, constraining economic exchanges to maritime and air
transport, with consequences in terms of increased transport costs.

Similar to NEG, the New Trade Theory approach suggests that economies of scale
and network effects are key determinants of trade (Bernard et al., 2003, Melitz, 2003, Melitz
and Ottaviano, 2008). Assuming heterogeneity in productivity Melitz (2003) constructed a
model where only highly productive firms are able to be profitable enough to compete in the
international market. Melitz and Ottaviano (2008) presented a model that incorporates
heterogeneous firms and endogenous markups that are affected by the degree of competition

19 Besides traditional agglomeration advantages related to clusters there are other two agglomeration
forces which affect the relocation of economic activities. On one hand, agglomeration may help
reducing innovation costs, so that relocating in the agglomerated region may be cost-saving for R&D
performing firms. On the other hand, a firm might be attracted in the agglomerated area because it
will find a wider variety of inputs at a lower cost.

10



in the market. In such a model, market size is able to affect industry performance measures:
larger markets exhibit tougher competition resulting in lower average markups and higher
aggregate productivity. Given that market size affects the possibility to operate realizing
economies of scale, it is straightforward noticing that the small size of domestic market that
characterize islands increases producing costs, thus diminishing productivity. Moreover,
network effects depend negatively from transport costs, that are higher in island economies.
From this perspective, the New Trade Theory as well provides a linkage between aggregate
productivity and the degree of territorial accessibility. From this perspective, one can notice
that the inner disadvantage due to insularity strongly affects firms survival probability as well
as their economic performance.

These approaches identify the main mechanisms according to which remoteness,
smallness and vulnerability affect economic development. However, they do not consider
insularity as a specific condition to be distinguished from smallness, remoteness and
vulnerability. Further, they do not take into proper account the fact that these conditions are
self-enforcing. From this perspective, one should not separate the effect of smallness,
remoteness and vulnerability, but rather consider insularity as a condition which is more than
the mere sum of its components.

4. Economic consequences of insularity

Once the main features of islands are defined, the mechanism behind the way these
characteristics influence the economy of islands territory needs to be adequately tackled.
Armstrong and Read (2004a, 2004b) identify several economic challenges facing islands. The
authors highlight the condition of being small, rather than insularity per se. However, given
that the majority of territories in their sample are also island, their analysis can be extended in
order to analyse the effect of insularity.

As indicated in the above section smallness is one of the most preponderant feature of
islands. The small size of the domestic market, together with limited accessibility, make it
difficult to exploit economies of scale in manufacturing and service sectors, including
retailing and wholesaling. Indeed, inadequate domestic demand causes firms to operate at
less than minimum efficient scale (MSE)%), causing high production costs in the
manufacturing sector as well as in the service sector and for the major utilities. This has
important implications for their sectoral structures, the potential for local R&D?! and
domestic competition policy, since local business would find it difficult to be competitive in
the exports in regional and global markets. (i.e. water and electricity), thus increasing not only
firms production costs but also living costs for residents. Problems related to the small size
of the domestic market are often exacerbated by the limited access to capital (Armstrong et
al. 1993).

As Dimou (20006) observe, smallness and insularity imply a lack of critical mass as far as
the size of local market, the stock of human and natural resources and an energy dependence

20 Bhaduri et al. (1982) and Kuznets (1960) first address the minimum efficient scale argument (MES).
2l R&D is made more difficult to fund as a result of a small domestic market, weakening the

development of indigenous technologies and restricting the emergence of high-tech industtial sectors
(Briguglio 1995; Kuznets 1960; Thomas 1982).
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on the exterior are concerned. Because of an exacerbated structural mismatch between
demand and supply islands face a lack of specialization, low confidence, lack of job security,
an over rigid system of work training and weaknesses in positive, financial or technological
externalities.
Furthermore, the consequences of a small domestic market regard not only island global and
regional, but they also affect the competitive environment within island. On one hand, it may
be that it is impossible to develop a critical mass of competitors, so that some sectors will be
characterized by monopoly or oligopoly. On the other hand, the possibility to develop
clusters — thus exploiting externalities and agglomeration benefits- will be severely limited?2

The limited resource base that characterizes islands not only regards capital and
natural resources but also local labor supply?. A limited labour supply has non negligible
consequences for the economic performance of islands, and it can only be partially offset by
encouraging immigration flows (Armstrong et. al., 2000). Island and small states are often
characterized by a strong migrating phenomenon, with a consequent dependence of the
economy on remittances and external aid. Indeed, even though the environmental-cultural
heritage and social capital endowment (preserved traditions, tightly-knit communities) are
important determinants of the choice of residence, they cannot compensate for a lack of job
opportunities and of access to services characterizing islands (Gloersen et al., 2012).

Besides being limited, the amount of resources in an island is often undiversified.
This leads to an over-reliance on a single export-earning resource, which is often being
shipped to a single country market, causing a double exposure to vulnerability. On one
hand, firms which have been working in a certain niche sector will find it difficult to change
sector of activity in case sudden supply shocks occur. On the other hand, over specialization
combined with an extremely small share of external export markets makes many island
economies to be price takers, thus increasing their vulnerability in case of changes in the
trading conditions.

Islands are characterized by a narrow domestic output, exports and import market.
On one hand, because of production capacity constraints and deliberate niche market
strategies, islands, especially small ones, produce a highly specialized and relatively
undiversified array of goods, thus being highly dependent upon imports?t. On the other
hand, the markets towards these good can be exported is relatively limited, mainly because of
constraints in terms of transports?>.
Besides smallness of external market, the domestic sector in islands tend to be extremely
small. This cause a strong dependency from imports, enhancing vulnerability problems of
islands. The limited scope for import substitution has two main consequences. First of all, it
makes domestic price levels to be determined by the prices of imported goods in the ‘basket’

22 There are only few cases of clusters created with adjacent countries, i.e. Malaysia with Indonesia and
Singapore.

23 A limited land area, combined with a small labour force, may prevent a process of transition from
an agriculture-based economy to an economy based on higher value manufacturing activities and
services.

24 This is due not only to economies of scale constraints, but also to a limited labor supply.

25 In particular, trade often happens with adjacent states, with the main ferry terminals.
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of goods and services consumed locally. Secondly, it makes exchange rate devaluation as an
almost totally ineffective policy option2e.

Islands’ vulnerability implies exposure to political, social and environmental external

forces with non neutral consequences for their economies (Briguglio, 1995; Atkins et al.,
2000). Particularly, limited human and capital resources may be the cause of a substantial
volatility of price of goods and earnings, increasing the exposure to the phenomena of
"Dutch disease".
Finally, in islands, especially small ones, the consequences of trade and fiscal policies may be
exacerbated. For example, the effect of fiscal policies tends to be negligible, because of a
negligible multiplier effect; further, an increase of taxes would cause a migration of both
entrepreneurs and residents.

5. Empirical literature

Unlike theoretical literature, empirical contributes do consider explicitly the role of
insularity. However, literature regarding insularity is scarce and fragmented and do not lead
to a unambiguous conclusion regarding the effects of insularity on islands economic
performance. Indeed, even if island performance is far below EU average, especially in terms
of unemployment and GDP per capita, empirical evidence at macro level does not find a
clear negative effect of being an island on several indicators of performance.

Armstrong and Read (2004) compare the performance of 127 small states and
dependent territories, analyzing the effect of being an island, landlocked and remote on GNI
per capita. Limiting the analysis to states with less than 5 million inhabitants, they eventually
found that insularity affect positively, rather than negatively, the performance of small
states?’. Finally the authors consider the effect of sovereignty on island performance.
However, they do not find that sovereignty lead to significant differences in countries
performance, while non sovereign island that belong to the Mediterranean area seem to
perform better. Finally, the authors find that neither remoteness nor insularity act as self-
enforcing challenges.

Armstrong et al. (2006), rather than comparing islands with small states, focus on a
sample of UE islands. In particular, they compare the performance of two states having the
highest number of islands in the UK: Greece and UK. The reason why the comparison is of
interest relies on the fact that, even if they belong to two states with a different social and
economic environment, they share some similarities, in terms of remoteness from EU
markets and tourism-based economies. On this perspective, one may detect whether
insularity per se, regardless to the institutional and political environmental of a certain
country. As for the definition of island, they rely upon three out of the five criteria identified

27 The authors also found that neither being an archipelago nor a mountainous territory negatively
affects GDP levels. However, states which are remote from global markets or landlocked are shown
to have weaker levels of economic performance. The authors do not explain the reason behind such
result. Furthermore, they show that the significance of the coefficient associated to being landlocked is
not robust to the inclusion of other regressors in the multivariate analysis.
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by PLANISTAT (2003)28: permanent resident population of at least 50 people, no EU capital
and a land area of at least 1 sq mt. Using cluster analysis, the authors use geographical (land
arca, population, population density, distance to the main capital, distance to Brussels, a
petipherality indices) as well as economic factors (rate of activity, measures of
unemployment, unemployment rates, sectoral breakdown and occupancy level) to describe
island performance and identifying its key determinants. In line with previous research, land
arca and population size are not systematically correlated with economic performance. In
both countries, relatively small, with an agriculture-based economy island tend to perform
badly. Indeed, accessibility, allowing islands to develop successful and diversified economy
plays a key role in island economic development.

Finally, according to a wide strand of literature, (Armstrong et al, 1998; Armstrong and
Read 2000, 2003a, 2003b; Bertarm and Karagediki, 2004) insularity does not really represent
a disadvantage. Indeed smallness and homogeneity correlated to insularity may facilitate the
creation of social capital (in terms of social cohesion and network of trust), thus leading to
higher growth (Baldacchino, 2006). Furthermore, pursuing a niche sectoral growth strategy,
relying on human capital intensive activities, or activities based on the country natural
resource endowment, such as tourism and financial activities may lead to high standards of
living as well as soon as adequate policies take place?” (Armstrong and Read, 1995, 2002;
Armstrong et al., 1998)30. Finally, the high degree of structural openness of islands may lead
to export-based growth strategies, thus reducing the negative impact of scale economies.
From this perspective, different policy responses may have lead to a substantial heterogeneity
in island performance.

6. Policy implications

So far, insularity has been described as a phenomenon encompassing economic and
social issues, focusing on the concept of insularity as a permanent disadvantage. However, as
we argue throughout the paper, the geographic peculiarity of islands may also represent an
asset if adequate policy interventions are in place.

From an economic perspective, the lack of employment opportunities deriving from
limited accessibility to means of transport and services of general interest can be mitigated by
policy interventions directed towards subsidization of transport costs. Indeed, even if
imports are mainly related to islanders' taste and behaviour, transport cost related to imports
can be mitigated to some extent, by encouraging substitution between high and low cost
value imported goods, or, rarely, between imported goods and homemade ones. From this
perspective, technological progress as well may help in reducing transport cost. Promoting
ICT usage (i.e. telemedicine, teleworking) should be also envisaged, since it may help
reducing distance from markets and economic activities, as well as centres of service

28 Planistat study for the European Commission identified 286 EU15 islands using other objective
criteria: a) being at least one kilometre from the continent; b) have no permanent link with the
continent.

29 These policies support the key export sector as soon as things go well, moving to another niche
sector when the first one has been exploited.

30 This is subject to the condition that adequate fiscal policies are implemented.
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provision, thus mitigating the adverse effects due to remoteness. Particularly, the policy
maker should design incentives for private investors in the telecommunication area, who may
find not attractive investing in areas which are not densely populated (Gloersen et al., 2012).
Furthermore, policies fostering integration with employment opportunities across
multiple sectors and informal economies can help to avoid risks related to dependency upon
seasonality in employment.
On a social point of view, a high social capital endowment may not compensate the lack of
educational and employment opportunities for younger people. On this regard, specific
policy measures should be implemented to foster the return of graduates, stem outmigration
and generally contribute to enhancing the quality of life (Gloersen et al., 2012).

Last but not least, on the environmental point of view, disadvantages connected to
vulnerability are often compensated by the abundance of natural resources, as well as
renewable energy resources. On this regard, policies environmental-oriented such as
investment in local small- or medium-scale renewable energy production, would represent a
valuable economic opportunity for islands.

Given the two-sided nature of insularity, there is the need to go beyond those
traditional compensation policies considering “geographic specificity as an obstacle to be
overcome, rather than an opportunity to be harnessed" (ADE, 2012). On this regard,
traditional reactive strategies, mainly directed towards compensating for islands structural
disadvantages (i.e. offsetting higher transport costs) need to be gradually replaced by
proactive or sustainability strategies. While the first are directed towards gradually
diversifying economic activity, replacing traditional economic activities with more
remunerative ones, the latter focus on long term interventions directed towards protecting
the natural environment (ADE, 2012).

Moreover, policy interventions should be custom tailored, taking regional specificity
into proper account. On this regard, adequate policies should promote those assets which
can generate a more robust internal economy, hampering at the same time those
disadvantages that prevent the region from exploiting its full potential. ~ As stressed by
Bohme et al. (2011), territorial specificity needs to be considered as a key point in the
definition of adequate policy interventions, rather than implementing general interventions
towards reducing disadvantages related to insularity, uncritically based upon economic
theories (i.e. NEG, NTT). Furthermore, recent development projects (i.e. Gloersen et al.)
claim that European and national targets should not be taken as a benchmark for
development achievements of islands, which should be measured against specific-custom-
tailored targets- possibly defined in relation to adjacent regions, rather than EU average
values.

In particular, policy interventions should take the specificity of the insularity
condition into account on one hand, and the three dimensions concurring in defining
insularity on the other3!. In this regard, focusing on the idea that the removal of insularity
would definitely help island to reach the development gap with the mainland can be
misleading. Problems related to insularity would indeed stem from smallness, peripherality
and dependence on outside influences. On this regard, policies directed towards removing or
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mitigating insularity increasing efficiency of infrastructure such as airports is likely to affect
islands socio-economic patterns and trends, but do not guarantee alone economic or social
development. Further, they may lead to undesirable consequences. As Baldacchino (2004)
points out, intensifying connectedness through the construction of fixed links (i.e. bridge)
may improve accessibility to islands, thus hampering the negative effects of remoteness.
However, the construction of fixed links might foster the migration of islanders closer to
metropolitan areas, causing a decline in overall population. This migration process would
make islands a place for secondary houses, thus pushing up the price of real estate. Further,
an increased island accessibility due to the existence of fixed links may be counteracted by a
reduction in the length of stay.

In a broader perspective, the policy maker should promote multiple interventions in
several areas, rather than simply focusing on structural interventions directed towards
improving islands accessibility. On this regard, proactive or sustainability strategies that
improve island development exploit existing resources might be more effective than
traditional compensation policy. In other words, taking advantage of islands geographic and
cultural environment might be preferable than compensating for islands disadvantages.

On an institutional point of view, these interventions can be carried on taking strategic
interaction between different levels (regional, national and EU level) into account, and
guaranteeing various levels of dependency from the central government32

7. Summary and conclusion

As a consequence of their geographical, topographic and socio-economic characteristics,
islands face a condition of substantial backwardness that can be only partially offset by
adequate policy interventions (Baldacchino, 2006; Moncada et al, 2010). The Gross
Domestic Product (GDP) is below the EU average. Higher costs of living due to insularity
affect both resident and business. The small size of markets and weaker competition result in
low wages and reflect in lower living standards. Moreover, seasonality as well as seismic and
climatic events makes them particularly vulnerable. Given the growing importance of the
issues related to economic consequences of insularity, there is an increasing need to propetly
analyze this phenomenon. In this paper we have provided a comprehensive review of the
main theoretical and empirical contributes regarding insularity and its effect on economic
development. After having defined the phenomenon of insularity for the EU legislator as
well as for the economic theory, we have described each of the three dimensions that concur
to define insularity: smallness, remoteness and vulnerability, highlighting to what extent each
dimension that concur to define insularity affects islands’ economic performance as well as
the challenges posed by each of them. In particular we highlighted that disentangling the
effect of insularity to the one of similar conditions (i.e. remoteness, smallness and
petipherality), looking at the mutually reinforcing effect of insularity compared to similar

32 The ADE report (2009) identifies three types of governance arrangements to deal with island
problems: 1) high degree of political autonomy 2) local government with no overlap with the
mainland 3) local government areas shared with the mainland.
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geographical conditions is a key point for the economic analysis as well as for the policy
maker.

Further, we have briefly revised some theoretical contributes that are able to provide
some useful insights to analyze the effects of remoteness and smallness: the Trade Gravity
Model, the New Economic Theory and the New Trade Theory. Albeit these contributions
provide some useful implication, none of these works is able to capture the specific
implications of insularity.

Further, the double nature of insularity has been highlighted, since distinctive features of
islands can be seen as an asset as well as an opportunity. On this regard, the environmental
assets increases islands’ attractiveness as a touristic destination, but it may cause toutism to
be a mono-activity in islands’ economy. Similarly, small communities are often characterized
by a strong sense of identity and strong ties between local actors, which can be considered as
an asset for local development (Gloersen et al., 2012). However smallness also implies a low
domestic demand, leading to scale inefficiencies in production.

Given the physical nature of islands’ constraints, policy interventions as multi-level
governance (vertical, horizontal integration and territorial cooperation) directed at promoting
accessibility, improving competitiveness and prioritizing regional integration cannot eliminate
those constraints, but only mitigate their effects (Armstrong and Read, 2004a). Furthermore,
the survey has highlighted the need to go beyond traditional compensation policies directed
towards offsetting islands disadvantages. On this regard, compensation policies aiming at
intensifying islands connectedness reducing transport costs or constructing fixed links may
not be enough to guarantee island development.

Thus, the policy maker should look for a line of intervention through permanent

adjustments, in order to allow islands endogenous development, offsetting structural
problem and guaranteeing equal opportunities with respect to those living in the mainland.
From this perspective, interventions carried out by the policy maker should be pursued in
the legal framework as well as by the action of the regional policy and by interventions of the
structural funds.
Future research should better disentangle the effect of insularity on economic development.
Eventually, one should look whether a self-enforcing effect exists with respect to smallness,
remoteness and vulnerability. Future developments on theoretical grounds should capture
explicitly the issue of insularity in a NEG context, by evaluating how being an island affects
localization of firms when high transport costs are in place. On the other hand, empirical
development should use micro data at firm level, rather than performing analysis on growth
rates or levels of economic performance. Thus, it would be possible to perform comparative
analysis and to analyze productivity differentials among firms belonging to different areas,
assessing whether insularity per se represents a further barrier to economic growth and
regional integration.

17



References

ADE (2012). Study on the relevance and the effectiveness of ERDF and Cohesion Fund
supportt to Regions with Specific Geographical Features — Islands, Mountainous and Sparsely
Populated areas. Final Report: Volume 1. Report prepared by ADE at the request of the
European Commission.

URL:
http://ec.europa.eu/regional_policy/sources/docgener/evaluation/pdf/eval2007/geographi
cal_finall.pdf

Adrianto, L. Matsuda, Y. (2004) “Study on Assessing Economic Vulnerability of Small Island
Regions”, Environment, Development and Sustainability, 6(3), pp. 317-336.

Armstrong, H. W., Ballas, D. Staines A., (20006),"A Comparative Analysis of the Economic
Performance of Greek and British Small Islands", Paper presented at the 36th Regional
Science Association International (British and Irish Section) conference, Jersey, Channel
Islands, 16-18 August 2000.

Armstrong, H. W., Jouan de Kervenoael, R., Li, X., & Read, R. (1996) "The economic
performance of micro-states". Report for the UK ODA (DfID)

Armstrong, H. W., de Kervenoael, R. J., Li, X, and Read, R. (1998), “A Comparison of the
Economic Performance of Different Micro-States and between Micro-States and Larger
Countries,” World Development, vol. 26, pp. 639-56.

Armstrong, H. W., Read, R. (1995), “Western European Micro-States and EU Autonomous
Regions: The Advantages of Size and Sovereignty,” World Development, vol. 23, pp. 1229 -
45,

Armstrong, H. W., Read, R. (1998), “Trade and growth in small states: the impact of global
trade liberalisation” World Economy, vol. 21, pp. 563-585.

Armstrong, H. W., Read, R. (2000), “Comparing the economic performance of dependent
territories and sovereign micro-states”, Economic Development and Cultural Change, vol.
48, pp. 285-306.

Armstrong, H. W., Read, R. (2002), The phantom of liberty? Economic growth and the
vulnerability of small states Journal of International Development, 14 (3) pp. 435-458

Armstrong, H. W., Read, R. (2004a), "Insularity, remoteness, mountains and archipelagos: a
combination of challenges facing small states?", Paper presented for the Regional Studies
Association Conference Europe at the Margins: EU Regional Policy, Peripherality and
Rurality, University of Angers

Armstrong, H. W., Read, R. (2004b), "The Economic Performance of Small States and
Islands: The Importance of Geography", paper presented at Island of the world VIII

18



International Conference “Changing Islands — Changing Worlds”1-7 November 2004,
Kinmen Island (Quemoy), Taiwan

Ashoff, G. (1989). Economic and Industrial Development Options for Small Third World
Countries, Occasional Paper No 91, Berlin: German Development Institute.

Baldacchino G., 2006. "Small Islands versus Big Cities: Lessons in the Political Economy of
Regional Development from the Wortld’s Small Islands,” The Journal of Technology
Transfer, Springer, vol. 31(1), pp. 91-100, 01.

Bergstrand, J. H. (1985). “The Gravity Equation in International Trade: Some
Microeconomic Foundations and empirical Evidence”, The Review of Economic and
Statistics, 67(3), 474-481.

Bertram, G. and Karagedikli, XX (2004), ‘Are Pacific Economies Converging or Diverging?’
In Poot, J. (ed), On the Edge of the Global Economy (Cheltenham: Edward Elgar, 2004).

Bohme, K., Doucet, P., Komornicki, T., Zaucha, ]J. & [wiatek, D. (2011). How to
strengthen the territorial dimension of ‘Burope 2020’ and the EU Cohesion Policy. Report
based on the Territorial Agenda 2020, prepared at the request of the Polish Presidency of the
Council of the European Union. Warsaw.

URL:

http:/ /www.mtr.gov.pl/rozwoj_tegionalny/Prezydencja/Documents/Background_report_t
erritorial_dimension_of_EU2020_CP.pdf

Borgatti L. (2007) "Pacific Islands’ Bilateral Trade The Role of Remoteness and of Transport
Costs" United Nations University, Wortld Institute for Development Economic Research,
Research Paper No. 2007/21

Briguglio, L. (1995), “Small island developing states and their economic vulnerabilities”,
World Development, vol. 23, pp. 1615-1632

CEC (1994) Eurostat: Portrait of the Islands, Luxembourg, Office of the Official
Publications of the European Communities.

Cerina, F., & Pigliaru, F. (2007). 5. Agglomeration and growth in NEG: a critical
assessmentl. New Directions in Economic Geography, 130.

Dimou M. (20006), "Insularity and Urban hierarchies: the case of la Reunion", University of
La Reunion, CERESUR, mimeo

Elsass P.M., Viega J.F. Acculturation in acquired organizations: a force-field perspective
Human Relations, 47 (4) (1994), pp. 431-453

19



EURISLES (2002) “Off the Coast of Europe: European Construction and the Problem of
the Islands”, Study undertaken by EURISLES on the initiative of the Islands Commission of
CPMR.

Krugman, P. (1980). Scale economies, product differentiation, and the pattern of trade. The
American Economic Review, 950-959.

Krugman P, 1991, Geography and Trade, MIT Press, Cambridge MA.

Krugman P, 1998, “What’s new about economic geography?”, Oxford Review of Economic
Policy, 14, 7-17.

Doz Y.L., Hamel G. Alliance Advantage: the Art of Creating Value through Partnering
Harvard Business School Press, Boston, MA (1998)

ESPON, 2010 The Development of the Islands —European Islands and Cohesion Policy
(EUROISLANDS), interim report v.3

Eurisles (1998)”Regional disparities: statistical indicators linked to insularity and ultra-
Peripherality”, Summary report.

EURISLES (2002) “Off the Coast of Europe: European Construction and the Problem of
the Islands”, Study undertaken by EURISLES on the initiative of the Islands Commission of
CPMR.

EUROMONTANA (2009). The Green Paper on Territorial Cohesion ‘Turning territorial
diversity into strength’ - Response to consultation.

URL:
http://ec.europa.eu/regional_policy/archive/consultation/terco/pdf/4_organisation/114_e
uromontana_en.pdf

European Parliament Directorate-General for Research (2001) The cost of peripherality,
working paper, Regional Policy Series.

Gloersen, E., Michelet, J. F., Corbineau, C., Giraut, F., Price, M. F., Borowski, D., &
Schuiling, R. (2012). GEOSPECS-European perspectives on Specific Types of Territories.

Hache JD., 1987. The island question: Problems & prospects, Ekistics, 323/324, 88-92.

Melitz, M. J. (2003). The impact of trade on intra-industry reallocations and aggregate
industry productivity. Econometrica, 71(6), 1695-1725.

Melitz, M. J., & Ottaviano, G. 1. (2008). Market size, trade, and productivity. The review of
economic studies, 75(1), 295-316.

20



Moncada S., Camilleri M., Formosa S., Galea R. "From Incremental to Comprehensive:
Towards Island-Friendly European Union Policymaking" Island Studies Journal, Vol. 5, No.
1, 2010, pp. 61 — 88

Musotto, F. (2007) Report on the Islands and Natural and Economic Constraints in the
Context of the Regional Policy. A6-0044/2007, European Parliament, Committee on
Regional Development.
http://www.europatl.curopa.cu/sides/getDoc.do?type=REPORT&reference=A6-2007-
0044&language=EN

Ottaviano, G. (2003). Regional policy in the global economy: Insights from new economic
geography. Regional Studies, 37(6-7), 665-673.

Ottaviano, G. 1., Tabuchi, T., & Thisse, J. F. (2002). Agglomeration and trade
revisited. International Economic Review, 43, 409-4306.

Ottaviano, G., & Thisse, J. F. (2005). New economic geography: what about the
N». Environment and Planning A, 37(10), 1707-1725.

Planistat Europe (2003), Analysis of the Island Regions and Outermost Regions of the
European Union: Part I: The Island Regions and Territories, Report No. 2000.CE.0.AT.118
to the European Commission, DG Regional Policy, Brussels.

Planistat Europe (2002) Analyse des régions insulaires de 'Union Européenne (Survey of
insular regions of the EU). In Interreg Project, DG Regio, Brussels, European Commission.

Read R. The implications of increasing globalization and regionalism for the economic
growth of small island states (2004) World Development, 32 (2) , pp. 365-378.

C. Schirmann, A. Talaat (2000) Towards a European Peripherality Index Final Report
Report for General Directorate XVI Regional Policy of the European Commission Final
Report. Dortmund: Institute of Spatial Planning.

Streeten, P. (1996). “‘Why small Countries Succeed’, paper presented at the Conference on
The Effects of Economic Globalisation and Regional Integration on Small Countries,
Nicosia, 4th-6th September, mimeo.

United Nations Commission for Sustainable Development (UNCSD) (1998) ‘Report of the
Secretary-General on the Development of a Vulnerability Index for Small- Island
Developing States’. (Unedited version of the Commission for Sustainable Development,
Sixth Session, 20 April-1 May 1998, and report to the Committee for Development Policy,
32nd Session, 4-8 May, 1998.) New York: UNCSD.

21



United Nations (1994) Report of the Global Conference on the Sustainable Development of
Small Island Developing States. New York: United Nations.

Wegener, M., Eskelinen, H., Furst, F., Schiirmann, C., Spieckermann, K. (2000): Indicators of
Geographical Position. Final Report Part 1 of the Working Group 'Geogtraphical Position' of
the Study Programme on European Spatial Planning (ESPON). Bonn: Bundesamt fur

Bauwesen und Raumordnung.

World Bank Small States Meeting Challenges in the Global Economy. Report of the
Commonwealth Secretariat / Wotld Bank Joint Task Force on Small States, April 2000

22



Ultimi Contributi di Ricerca CRENo0S

I Paper sono disponibili in: http:/ /www.crenos.it

14/06
14/05

14/04

14/03

14/02

14/01

13/24

13/23

13/22

13/21

13/20

13/19

13/18
13/17

13/16

13/15

13/14

13/13
13/12

13/11

13/10

13/09

Edoardo Otranto, Massimo Mucciardi, Pietro Bertuccelli
“Spatial Effects in Dynamic Conditional Correlations”
Francesco Quatraro, Stefano Usai, “Are knowledge flows
all alike? Evidence from European regions”

Angelo Antoci, Fabio Sabatini, Mauro Sodini “Online and
offline social participation and social poverty traps.
Can social networks save human relations?”

Anna Bussu, Claudio Detotto, “The bi-directional
relationship between gambling and addictive
substances”

Alessandro Fiori, Tadas Gudaitis, “Optimal Individual
Choice of Contribution to Second Pillar Pension
System in Lithuania”

Oliviero A. Carboni, Paolo Russu, Measuring
Environmental and Economic Efficiency in Italy: an
Application of the Malmquist-DEA and Grey
Forecasting Model

Luca Deidda, José J. Cao-Alvira, “Financial liberalization
and the development of microcredit”

Manuela Deidda, “Economic hardship, housing cost
burden and tenure status: evidence from EU-SILC”
Vania Manuela Licio, Anna Maria Pinna, “Measuring
insularity as a state of nature. Is there a case of bad
geography?”

Vania Manunela Licio, Anna Maria Pinna, “The European
firms' export activity to the neighbouring countries”
Kallioras Dimitris, Anna Maria Pinna, “Ttrade activity
between the EU and its neighboring countries: Trends
and potential”

Clandia Cigagna, Giovanni Sulis, “On the potential
interaction between labour market institutions and
immigration policies”

Romana Gargano, Edoardo Otranto, “Financial Clustering
in Presence of Dominant Markets”

Ettore Panetti, “Financial Liberalization with Hidden
Trades”

Adriana Di Liberto, “Length of stay in the host country
and educational achievement of immigrant students:
the Italian case”

Aundrins Bitinas, Alessandro Fiori Maccioni “Lithuanian
pension system’s reforms following demographic and
social transitions”

Guillermo Baguero, Malika  Hamadi,  Andréas  Heinen
“Competition, Loan Rates and Information Dispersion
in Microcredit Markets”

Panl A. Bekker, Federico Crudu, “Jackknife Instrumental
Variable Estimation with Heteroskedasticity”

Clandio Deiana, “Health Shocks and Labour Transitions
Across Europe”

Stefano Usai, Emanuela  Marrocu, Raffaele  Paci,
“Networks, proximities and inter-firm knowledge
exchanges”

Claudio Detotto, Bryan C. McCannon, Marco Vannini, “A
Note on Marginal Deterrence: Evidence”

Riccardo Marselli, Bryan C. McCannon, Marco Vannini,
“Bargaining in the Shadow of Arbitration”



Finito di stampare nel mese di Dicembre 2014
Presso Centro Stampa dell’'Universita degli Studi di Cagliari
Via Universita 40
09125 Cagliari



www.crenos.it

ISBN 978-88-8467-886-7

97788884"'678867" >



	copertina 14-07
	manuscript formattato
	contributi 14-07

