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MICROSTATES, SMALL ECONOMIES, 
AND LARGE CHALLENGES: 

REFLECTIONS ON SMALLNESS
IN THE AGE OF GLOBAL RISKS

In a world dominated by great powers and large states, powerful multi-
national corporations, big military alliances, and trade blocks, very small 
states and territories may seem inherently disadvantaged, or at least inad-
equate. This is particularly the case when considering the global nature of 
key threats facing political communities today. 

The effects of such challenges as armed conflicts, ecological catastro-
phes, weapons of mass destruction, pandemics, growing global inequality 
and related social pressures, financial system meltdowns, and transnational 
crime transcend state boundaries and can, in theory, easily overwhelm all 
countries, particularly the smallest ones that usually played no role in insti-
gating crises. 

More importantly, addressing these challenges appears to require vast 
material and human resources. Large states with considerable techno-indus-
trial depth and robust bureaucratic machineries seem to be much better 
placed to respond to such perils, exemplified by the rapid development of 
COVID-19 vaccines by the world’s leading large states. 

Relatedly, small political entities seem to be severely disadvantaged by 
the ever-growing complexity and burden of regulations governing interna-
tional trade, financial services, and technological standards. Unlike large 
states, small polities may appear, at first glance, to simply lack the resources 
to function in a world whose rules have been set by the big players. 

Despite all of these purported disadvantages, small states and territories 
are more prominent today than ever before.1 This is arguably, in large part, 
a reflection of the nature of the international system, with its emphasis on 
an equality of sovereign states (at least in theory) as well as strong interna-
tional opposition to territorial conquest and violation of existing borders. 
As observed by Lee Kuan Yew, the long-serving first prime minister of 
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Singapore, the survival of small states “depends upon world conditions. It 
doesn’t depend on [small states] alone … it depends on whether there is an 
international environment which says that borders are sacrosanct and there 
is the rule of law.”2

The benefits conferred by internationally-recognized sovereignty allow 
some of the world’s smallest and most resource-poor countries to receive 
the attention of global elites. It also means they may have influence over 
the shape and dynamics of the international system out of proportion to 
their size. As noted by Baldacchino and Wivel, “The increasing number, 
complexity and detail of international institutions have helped to level the 
playing field in international affairs by allowing small states a bigger voice 
and more platforms and arenas where to seek influence.”3

Thus, one could rightfully conclude that while small states and territories 
manage to survive thanks to a favorable international environment, despite 
many challenges, they are certainly unlikely to prosper in a world dominated 
by larger political units and blocs. 

However, a closer look at many of the world’s smallest political units 
reveals that, contrary to many pessimistic predictions, small states and ter-
ritories have managed not just to survive but often thrive with respect to 
both political institutions and socioeconomic well-being. In particular, when 
it comes to prosperity, it is evident that many small and very small sover-
eign political communities, and to an even greater extent zones of special 
jurisdiction, can function as well or better than large national economies.4 
Indeed, overall economic performance of smaller political units has been 
sufficiently positive that it has served as an inspiration and justification for 
numerous new separatist movements.5

It has been suggested that the economic success of small political units 
might be a by-product of a revolution in transportation and communication 
that, coupled with trade liberalization, theoretically permits small states and 
other small political units to trade with or provide services, mainly financial, 
directly to the global economy.6 While not without merit, such arguments 
alone fail to explain why and how diminutive polities in particular7 have 
been so successful at making use of the new economic and technological 
opportunities. Instead, small size itself may be advantageous to attaining 
good economic outcomes. 

Similarly, while small states and territories may lack the resources of large 
states to combat some of the major global challenges, they seem remarkably 
successful at both creating bespoke, small-scale institutional and technolog-
ical solutions and adopting remedies developed by larger states or through 
international collaborative efforts. 

This has been clearly illustrated in the context of COVID-19 response, 
as small states and territories were among the first to achieve high rates of 
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vaccination. Indeed, many diminutive jurisdictions have achieved near-uni-
versal vaccination coverage well ahead of larger countries, including those 
that financed the research and development of the vaccine technology. As 
of July 1, 2022, more than 90 percent of people living in the Cook Islands, 
Malta, Niue, Tonga, Samoa, and Qatar had been fully vaccinated, versus 
around 70 percent in the United Kingdom and the United States. Even 
within larger states, distinct sub-national jurisdictions tended to perform 
above the national average, with such territories as Gibraltar achieving near-
universal vaccination coverage and small U.S. states and territories (most 
notably Guam, Rhode Island, Vermont, Maine, and Puerto Rico) attaining 
higher vaccination rates than those of larger states. 

In addition to gesturing at potential institutional advantages inherent in 
small size, the COVID-19 pandemic has demonstrated the value in having 
space for autonomous policy making while still retaining access to metropol-
itan cores. Microstates, understood here as small states that delegate certain 
attributes of sovereignty to larger states,8 as well as many other diminutive, 
non-sovereign, autonomous jurisdictions, have achieved impressive public 
health outcomes. Certainly, this has been aided by geography, with small 
islands being naturally better placed to prevent the virus from arriving into 
their communities in the first place. Still, equally or perhaps even more 
remarkably, these small states also managed to avoid socioeconomic collapse 
despite, in many cases, losing a large fraction of income due to COVID-19 
restrictions in general and border closures in particular. They were able do 
so primarily by taking advantage of special relationships with either a larger 
state or metropolitan centers. 

Political affiliation with larger states or metropolitan centers has provided 
financial, operational, logistical, and medical lifelines throughout the pan-
demic. Both microstates like the Cook Islands or Palau, and autonomous 
jurisdictions like New Caledonia, could rely on New Zealand, the U.S., or 
France, respectively, to provide not only medical support (including vac-
cines) but also vital economic support that allowed them to cushion the 
effects of pandemic restrictions on their populations and businesses. 

Furthermore, such special relationships have provided a powerful safety 
valve. Unlike the residents of small but unaffiliated states, e.g., Tonga and 
Samoa, residents of associated states or autonomous jurisdictions have 
retained unimpeded access, despite border closures, to large labor markets, 
education opportunities, and welfare. 

Overall, one of the key determinants of both short- and long-term socio-
economic outcomes in very small states and territories is often their ability 
to take advantage of “customized linkages”9 with other larger states or met-
ropolitan centers. These arrangements, typically based on a complex pattern 
“of mutual accommodation and convenience,”10 have proven remarkably 
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durable and resilient, despite the turbulent nature of contemporary inter-
state relations in the international system. 

In some cases, such relationships take an active form, in which small ter-
ritories rely on continued economic aid and other forms of direct assistance 
from a larger partner or metropole. In other cases, microstates can use their 
political affiliation to gain access to markets and large-scale infrastructure 
as well as to “outsource” the provision of expensive public goods to a larger 
partner.11 In either case, even the smallest political units can overcome their 
geographic and demographic constraints and disadvantages and remain 
viable (indeed successful) in a world dominated by much larger states. 
Seen from this perspective, skillful diplomacy is perhaps the most valuable 
resource most small states and territories possess. 

As noted by contributors to this volume, small states and territories face 
significant geopolitical and environmental challenges. However, their past 
performance and history of resourceful agility, with respect to engaging with 
larger powers, provides room for optimism. For students of international 
relations and economics, the successes and failures of small states and terri-
tories present a good opportunity to explore the often-overlooked questions 
of size and scale and how they influence political, social, and economic 
outcomes. 

As Donald Livingston, echoing Aristotle, rightly noted, “Everything in 
nature has a proper size, beyond or below which it becomes dysfunctional. A 
jury of 12 is well suited in size to determine the facts of a case. But a jury of 
120 would be dysfunctional, even if everyone were virtuous and motivated 
to seek the truth. … The same holds for the functioning of other social 
entities such as committees, lawmaking assemblies, and bureaucracies.”12 
Figuring out what might be the right scale for specific institutions, poli-
cies, and solutions is key to finding the right answers to some of the most 
pressing issues faced by both large and small states today. 
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