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This chapter provides an overview of the present state of the Pacific. The purpose is
to highlight the gap between the present state, and the vision of a prosperous,
dynamic Pacific in 2020. This considerable gap demonstrates why a comprehensive
program of regional integration is so critical for the Pacific.

The challenges currently confronting Pacific states are grouped according to the
five goals of regional order and cover: challenges to sustainable economic
development; to security; to the rule of law; to democracy; and the challenge
represented by the rise in regionalism elsewhere in the world, a development that
has so far excluded Pacific states.

Although the Pacific Islands Forum is comprised of sixteen unique members, the
intention is to provide a regional overview, rather than a comprehensive treatment
of any individual Forum member. The focus in this chapter is largely on the challenges
confronting the Forum’s smaller and poorer members, known as Forum island
countries (FICs). Although technically Australia and New Zealand are island countries
as well, the intention is to distinguish between the Forum’s richer and poorer
members. Yet the final challenge considered—that of Pacific states’ isolation from
wider integration—concerns all Forum members.

Some key features of Forum members are outlined in Table 2.1. With the exception
of Australia, Papua New Guinea and New Zealand, all other Forum members have
a population under 1,000,000. Of the 14 Forum island countries, seven have a
population of around 100,000 or under, and four have a population of 20,000 and
under. Five have some type of shared sovereignty arrangement with the United
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Table 2.1 Key data for Forum members

Population Land area Sea area
Political status (‘000) (sq. km.) (’000 sq. km.)

Australasia
Australia Independent 19,800.0 7,713,000 10,000
New Zealand Independent 3,900.0 271,000 4,053

Melanesia
Papua New Guinea Independent 5,100.0 462,243 3,120
Solomon Islands Independent 500.0 27,556 1,340
Vanuatu Independent 200.0 12,190 680

Polynesia
Fiji Independent 800.0 18,272 1,290
Samoa Independent 180.0 2,935 120
Tonga Independent 100.0 747 700
Cook Islands Free association 17.8 237 1,830

with NZ
Tuvalu Independent 10.2 26 900
Niue Free association 1.7 259 390

with NZ
Micronesia

Fed. States of Micronesia Compact with the US 112.6 701 2,978
Kiribati Independent 88.1 690 3,550
Marshall Islands Compact with the US 54.0 181 2,131
Palau Compact with the US 20.3 488 629
Nauru Independent 12.1 21 320

Source: Australian Department of Foreign Affairs and Trade, 2004a. Country Fact Sheets,
Commonwealth of Australia, Canberra. Figures are for 2002, or nearest available year; Henningham,
S., 1995. No easy answers: Australia and the Pacific islands region, Commonwealth Parliamentary
Research Paper No. 5, Commonwealth of Australia, Canberra.

Table 2.2 1999 Human Development Index—Forum island country rankings

Country Ranking
Palau 46
Cook Islands 62
Niue 70
Fiji 101
Nauru 103
Tonga 107
Samoa 117
Tuvalu 118
Federated States of Micronesia 120
Marshall Islands 121
Kiribati 129
Vanuatu 140
Solomon Islands 147
Papua New Guinea 164

Source: United Nations Development Programme, 1999. Pacific Human Development Report,
United Nations Development Programme, Suva:13.
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States or New Zealand. These factors suggest that all Forum members would benefit
from closer cooperation to address these issues of capacity.

As can be appreciated, Melanesian states account for the vast majority of the
collective population and landmass of Forum island countries, and also have the
most economic potential. With the exception of Fiji, the Polynesian states have less
landmass, and their resource bases less depth (Fiji is ethnically Melanesian but
culturally Polynesian and so can be placed in either group). The Micronesian states are
small, scattered and generally have less resource potential (Fairbairn et al. 1991).

Challenges to sustainable economic development

Overview

Most Forum island countries have struggled to achieve sustainable economic growth
for their citizens. Of the fourteen Forum island countries, five are among the world’s
least developed countries, according to the United Nations: Kiribati, Samoa, Solomon
Islands, Tuvalu and Vanuatu. To provide a fuller picture of a country’s state of
development, the UNDP’s Human Development Index measures a country’s
development level in terms of whether its citizens can enjoy a long and healthy life,
a decent standard of living, and whether they have good levels of education (UNDP
2002). In its Pacific Human Development Report, the United Nations Development
Programme (UNDP 1999a) ranked the Forum island countries against 175 other
countries (Table 2.2). Only Palau, the Cook Islands and Niue have reasonable
rankings. The largest Forum island country, Papua New Guinea, was ranked near the
bottom of the scale.

Economic growth in these countries has generally been poor, averaging around 2
per cent a year in the 1980s (World Bank 1998). It rose to 3.5 per cent in the early
1990s, but, through 1996–2001, fell to an average of 1.38 per cent a year (this
figure was obviously not helped by coups in Fiji and Solomon Islands in 2000) (Asian
Development Bank 2002). Many Forum island countries have continued to struggle
to produce an even, sustainable rate of economic growth in recent years (with
honourable exceptions in Tuvalu, Samoa and Kiribati). The Solomon Islands economy
contracted by 14 per cent in 2000, then by a further 3 per cent in 2001, following
the coup (Table 2.3).

Unfortunately, the economic development that does take place is often
unsustainable (Waddell 1997). The Solomon Islands has suffered considerable
deforestation because of short-term deals with overseas companies (Chevalier
2000; Fairbairn and Worrell 1996; Liloqula and Pollard 2000). Concerns have also
been raised about forestry policies in Papua New Guinea, Fiji, Vanuatu and Samoa
(Barber 1995; World Bank 1998). A further issue is unsustainable tuna fishing by
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Table 2.3 Forum island countries: real growth in gross domestic product,
1996–2001 (percentage change year on year)

1996 1997 1998 1999 2000 2001

Cook Islands –0.2 –2.8 –4.2 5.8 9.8 ..
Fiji 3.1 –0.9 1.4 9.7 –2.8 2.6
Kiribati 3.0 5.7 5.0 6.2 0.2 ..
Marshall Islands –15.9 –9.4 1.1 0.1 –0.9 1.7
Fed. States of Micronesia –1.8 –5.1 –2.1 0.9 2.1 1.5
Nauru .. .. .. .. .. ..
Niue .. .. .. .. .. ..
Palau 7.8 0.7 –5.2 .. .. ..
Papua New Guinea 7.7 –3.9 –3.8 7.6 –0.8 –2.5
Samoa 7.3 1.2 2.4 2.6 6.9 6.5
Solomon Islands 3.5 –2.3 1.1 –1.3 –14.0 –5.0
Tonga –0.4 0.1 2.4 3.1 6.7 3.0
Tuvalu 10.3 3.5 14.9 3.0 3.0 4.0
Vanuatu 2.5 1.5 2.2 –2.5 3.7 –0.5
Average FIC growth 2.24 –0.98 1.27 3.2 1.26 1.26

Sources: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific
Countries, Asian Development Bank, Manila:59; Palau data from Australian Department of
Foreign Affairs and Trade, 2004a. Country Fact Sheets, Commonwealth of Australia, Canberra.

Table 2.4 Economically inactive population in Forum island countries, 2000
(per cent of population aged 15–64)

Female Male

Cook Islands 52 30
Fiji 62 17
Kiribati 22 9
Marshall Islands 69 20
Federated States of Micronesia 68 41
Nauru 54 35
Niue .. ..
Palau .. ..
Papua New Guinea 32 14
Samoa 60 23
Solomon Islands 20 14
Tonga 59 17
Tuvalu 14 15
Vanuatu 21 11

Source: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific Countries,
Asian Development Bank, Manila:54.
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Table 2.5 Forum island countries:annual population growth rates, 1985–2001
(per cent)

1985–1990 1995–2000 2000–2001

Cook Islands –0.2 –1.6 1.7
Fiji 1.1 1.0 2.7
Kiribati 2.3 2.3 2.2
Marshall Islands 2.6 2.1 3.6
Federated States of Micronesia 2.8 0.2 2.0
Nauru 2.0 2.4 2.1
Niue .. .. ..
Palau .. .. ..
Papua New Guinea 2.1 4.9 ..
Samoa 0.1 0.8 2.0
Solomon Islands 3.6 3.7 3.7
Tonga 0.5 0.3 0.3
Tuvalu 1.9 1.9 2.0
Vanuatu 2.7 2.6 2.7

Source: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific Countries,
Asian Development Bank, Manila:52.

various distant-water fishing nations (‘Making waves in the Pacific’, The Economist,
21 August 1993; World Bank 1998). These are examples of poverty-related
pressures causing environmentally unsustainable practices (Australian Department
of Foreign Affairs and Trade 2000).

Poor economic growth results in less government revenue, often leading to lower
levels of medical care and fewer educational opportunities. For example, a male
born in Papua New Guinea in 2000 can only expect to live 55 years; and the infant
mortality rate in that country is 79 per 1,000 births (Asian Development Bank 2002).
The UNDP has also expressed concern that HIV/AIDS will become the major
development problem in the region (UNDP 1999b). The poor economic growth also
limits opportunities for employment in the formal cash economy (Table 2.4).

Yet even though economic growth is often stagnant, and job opportunities in the
cash economy poor, Forum island populations continue to grow, in some cases
rapidly (Table 2.5). Papua New Guinea has one of the highest rates of population
growth in the world, and on current estimates its population will reach 10 million by
2025 (Sheridan 2002; Downer 2003a). Solomon Islands and Marshall Islands also
have population growth rates above 3.5 per cent a year. At least 40 per cent of the
population in these countries, and Vanuatu, is under 15 years old (UNDP 1999a).
Much of the population growth flows to urban areas, where there is not the same
subsistence safety net as may exist in rural areas (Tait 1994).
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To put these figures in perspective, it has been estimated that from 1978 to
2001 the size of Papua New Guinea’s formal workforce grew from 124,000 to only
146,000, but there are now 50,000 school leavers attempting to enter the labour
market each year (Windybank and Manning 2003:6; Australian Department of
Foreign Affairs and Trade 1996a). At the time of the first coup in Fiji, 72 per cent of
urban Fijians aged 15–24 were unemployed (Knapman 1990). According to the
1996 census in Fiji, of a population of 775,000, two-thirds were under 30, and half
under 20, with many experiencing unemployment.1 Lieutenant Colonel Filipo
Tarakinikini, the chief army spokesman after the third Fijian coup, spoke of a ‘moral
recession’ and said ‘I see those in the parliamentary compound who cannot find a
job. I see young men who flock into urban areas and cannot make a living. And they
have to take their frustration out on someone’ (Mottram 2000:17). The same thing
happened in Bougainville in the 1980s and 1990s—young unemployed people
drifted into the Bougainville Revolutionary Army (BRA) and were convinced of the
merits of destroying the Panguna mine (Regan 1998, 1999).

Globalisation means island populations are aware of, and aspire to, a better
lifestyle (Tait 1994). Yet a key theme of the UNDP’s Pacific Human Development
Report was the region’s ‘poverty of opportunity’ (UNDP 1999a:vii).2 The lack of
economic growth and employment opportunities contributes to regional disorder.

Trade

Forum island countries’ exports typically consist of a narrow range of commodities
(UNDP 1999a). Until now, these have depended on preferential access to the Australian
and New Zealand markets through the SPARTECA agreement; the European Union
market through the Lomé and Cotonou agreements; and in the case of Micronesia,
Palau and the Marshall Islands, the US market through the Compact agreements.

However, these exports are uncompetitive on global markets because their trade
has been dependent on non-reciprocal trade agreements which are being phased
out, and because Pacific island governments have tended to adopt an ‘import
substitution’ approach to industrial development. With import substitution, a
domestic firm receives favourable treatment from the national government, and
high tariffs make overseas products uncompetitive.3 However, few industries can
get all the component products they need from within the borders of their own
country, especially when the population of the relevant country is small. So industries
source their components from overseas, but these imports attract high tariffs. Each
time a domestic industry uses an imported component product, it inflates the price
of its own final product, making its exports less competitive.4 Generally, high tariffs
on imports raise the cost of living—they are indiscriminate, regressive taxes (Centre
for International Economics 1998).
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Given falling tariff margins around the world,5 preferential access for goods to
the Australian, New Zealand, European Union and, in some cases, US markets will
not give Forum island countries a sufficient comparative advantage (Mellor 1997;
United Nations 1999). Thus, current Forum island country trade policies are
unsustainable in terms of developing competitive industries. Without sufficient
specialisation and value-adding, the Fiji garment industry, for example, is unlikely to
last long if the Indonesian garment industry receives similar access to the Australian
market (Duncan 1996). Forum island countries must develop competitive
economies—though not necessarily in manufactured goods—or risk losing market
share to ASEAN.6

In terms of developing alternative policies, Fiji and Mauritius are often compared.
Fiji and Mauritius are of similar size, in terms of land mass and population, and
have similar economic potential. Mauritius achieved independence a few years
before Fiji; its economy at the time was dependent on sugar and other commodities.
Today Mauritius still relies in part on sugar, but it also exports manufactured goods
and tourist services and is looking to develop exports in financial and information
technology services. More than 480 overseas companies in Mauritius employ over
80,000 locals. Mauritius seeks integration with the world economy and offers
overseas investors political stability; it has delivered economic growth and rising
health standards to its citizens.

E-commerce could be an important vehicle for Forum island countries to overcome
their isolation and develop service industries to diversify their economies. Poor
telecommunications infrastructure and telecommunications monopolies, however,
have left many areas of most Forum island countries without telephone access, let
alone internet access (Table 2.6).

Fiji aimed to raise telephone penetration to 13 per cent nationally by 2000; but
this still left rural penetration at 4 per cent. In 1999, Fiji’s largest internet service
provider had only 2,000 personal and business customers. Those areas of the
Forum island countries with internet access often suffer from low bandwidth, a
problem that will have to be rectified if e-commerce is to become an export tool
(Australian Department of Foreign Affairs and Trade 1999a).

Investment

Investment is considered here as a special sub-set of Forum island countries’ overall
trade relations, given its potential importance in driving development (World Bank
1999). Foreign direct investment in Forum island countries has remained static or
decreased (Table 2.7). No Forum island country has managed to achieve a steadily
growing level of foreign direct investment. Papua New Guinea, for example, attracted
US$455 million in investment in 1995; this fell to US$130 million in 2000.
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Table 2.7 Foreign direct investment in Forum island countries, 1991–2000
(US$ million)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Cook Islands .. .. .. .. .. .. .. .. .. ..
Fiji 5.2 103.6 91.2 67.5 69.5 2.4 16.0 107.0 –33.2 -
Kiribati 0.4 0.4 –0.8 0.4 .. .. .. .. .. ..
Marshall Islands .. .. .. .. .. .. .. .. .. ..
Fed.States of Micronesia .. .. .. .. .. .. .. .. .. ..
Nauru .. .. .. .. .. .. .. .. .. ..
Niue .. .. .. .. .. .. .. .. .. ..
Palau .. .. .. .. .. .. .. .. .. ..
Papua New Guinea 117.0 104.0 62.0 57.0 455.0 111.3 28.6 110.0 296.5 130.0
Samoa 3.0 5.0 5.0 3.0 3.0 4.0 4.0 3.0 2.0 -
Solomon Islands 15.0 14.0 23.4 2.1 2.0 5.9 33.8 8.8 9.9 9.9
Tonga 0.4 1.0 2.0 2.0 2.0 2.0 3.0 2.0 2.0 2.0
Tuvalu .. .. .. .. .. .. .. .. .. ..
Vanuatu 25.0 26.0 26.0 30.0 31.0 33.0 30.0 20.0 20.0 20.0
Total 166.0 254.0 208.8 162.0 562.5 158.6 115.4 250.8 297.2 161.9

Source: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific Countries,
Asian Development Bank, Manila:71.

Table 2.6 Information and communication technology levels in Forum island
countries

Main telephone Total estimated
Internet users lines personal computers

1999 2001 2001
(per ‘000 households) (per ‘000 persons)

Cook Islands .. .. ..
Fiji 8,000 110 61
Kiribati 1,000 40 25
Marshall Islands 1,000 60 50
Fed. States of Micronesia 2,000 83 ..
Nauru .. .. ..
Niue .. .. ..
Palau .. .. ..
Papua New Guinea 135,000a 14 61
Samoa 1,000 56 7
Solomon Islands 3,000 16 48
Tonga 1,000 99 ..
Tuvalu .. .. ..
Vanuatu 3,000 34 ..

a 2000 figure.
Source: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific
Countries, Asian Development Bank, Manila:81.
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To put the importance of foreign direct investment in perspective, by 2005,
worldwide investment in travel and tourism may total US$1.6 trillion (World Tourism
Organisation 1995). Forum island countries need attract only a fraction of this to
transform their economies and societies. Foreign investment is particularly important
in the Pacific context because none of the Pacific countries, including Australia,
have enough domestic savings to fund the investment they need for economic
growth (Australian Department of Foreign Affairs and Trade 1999c).

Yet the Forum island countries’ approach to foreign direct investment is curious.
They realise they need investment and want to attract it, but some of their policies
repel it (World Bank 2002; Price Waterhouse 1999; Ashton 1990). Complicated
approval procedures, onerous requirements and changing legal frameworks add to
the sovereign risk of investing in these countries (Duncan et al. 1999). For example,
Papua New Guinea complains that Australia is not doing enough to facilitate foreign
investment under the Papua New Guinea-Australia Trade and Commercial Relations
Agreement (PATCRA) and the bilateral agreement on the Promotion and Protection
of Investments. But at the same time, Papua New Guinea prohibits foreign investment
in many sectors, and has not done much to address specific issues like taxation,
repatriation of earnings and financial stability.7 Bougainville provincial government
leaders want to attract foreign investment, but locals will assault potential investors.8

One reason for the Forum island countries’ hesitation when it comes to foreign
investment is concern about the activities of transnational corporations. Without
regulation, such corporations are capable of terrible abuses. The Australian-owned
Panguna mine in Bougainville was a major cause of the conflict in Bougainville,
when Bougainville Copper Limited failed to provide enough compensation to local
landowners for the damage the mine was causing.9 The Ok Tedi mine, in which BHP
had a 52 per cent controlling share, is the third largest open-cut copper mine in the
world. It dumped 100,000 tonnes of waste tailings into the Fly River, with devastating
environmental consequences (Gordon 1995). Before the mine was opened, 40,000
indigenous people had been sustained by the forests, fish and fertile soil of the Ok
Tedi–Fly River area (Imhof 1996). Some 30,000 landowners launched a class action
in Australia in response to the pollution, and the case was eventually settled by BHP
paying out US$500 million.

Investment and communal land

A major impediment to investment is the lack of a comprehensive and transparent
system of property rights in Forum island countries (World Bank 1998). In Fiji, for
example, the British froze communal land tenure into blocs that did not necessarily
reflect the reality of ownership, so 83 per cent of the land in Fiji is communal land
(Lawson 1991; World Bank 1998). That land is administered by the Native Land
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Trust Board (NLTB) which redistributes the rent according to a formula that sees 25
per cent going to the Board, 30 per cent to chiefs, and only 45 per cent to the
‘commoners’ (Lawson 1991).

Land is the commoners’ main asset, even if it is not of much value because of
the amount they lose to the Board and their inability to sell it. Land is also tied up
with cultural and spiritual validation (Bole 1992).10 Even so, many Fijians will rent
out the land or sell up when there are clear benefits in doing so.

High chief Maivalili is known for his scrupulous attention to the views of
his people. ‘We are not happy with they way the NLTB is running things’, he
says. ‘How can we move forward when the official people aren’t looking
after us? I feel we should do our own negotiations, because these people
are sleeping—they are sitting on their backside’. Chief Tawakelevu is just
as wary of the board’s protective hand. ‘Most of the top chairs, they just
want to fill their own pockets’ (Feizkhah 2001:37).

Thus, many landowners seek private arrangements: those with money seem happy
to purchase freehold land for themselves rather than share communal land.11

For investors, particularly foreign investors, ‘lack of security of tenure is the
major constraint to investment, especially large-scale investments’ (World Bank
1998:15). Leases are ‘vulnerable to challenge and renegotiation’ and there can be
‘numerous disputes over ownership’ (World Bank 1998:15). Often the national
government lacks credibility in the eyes of the locals, so the locals do not recognise
its sovereignty to make such deals (Larmour 1997a; Cole 1986).

This undermines sustainable development. Since locals might forcibly remove
them at any time, investors get in and out as quickly as they can turn a profit, often
with devastating environmental consequences (Duncan and Duncan 1997).
Communal land problems have ramifications throughout the whole economy: lack
of accommodation holds back tourism, for example, and Forum island countries
have less than 10 per cent of the room supply of their Caribbean counterparts (King
and McVey 1998).

So foreign investors and domestic enterprises do not enjoy easy access to land,
and locals cannot access capital because they are unable to put up their communal
land as security (World Bank 1998; UNDP 1999a).

Investment and corporate welfare

A further problem with many Forum island country investment regimes is the
indiscriminate use of corporate welfare. Corporate welfare refers to those measures,
such as tax breaks and subsidies, which aim to provide artificial incentives for a
particular transnational corporation to invest in a particular country or region. This is
to be distinguished from research and development grants, which have more general
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benefits. Fiji’s Rabuka encouraged investment with a thirteen-year tax holiday for
businesses close to the regime (Howard 1991). These policies have been continued
by the Qarase government, in its Blueprint for the Protection of Fijian and Rotuman
Rights and Interests (Callick 2000b). Such tax breaks deplete government revenue
and do not encourage sustainable development. Rather than making a long-term
commitment to a country, transnational corporations are encouraged to get in, make
their profit and get out again within the period of the tax break.

An example from the Cook Islands is instructive. In 1987, the government
guaranteed a loan taken out by an Italian construction company. The company was to
build a luxury hotel to promote tourism to the islands. The result was that A$60 million
disappeared through crooked Mafia dealings within a few years. ‘The project was 80
per cent complete when the insurance firm cut off funding to the builders. The country’s
finances were crippled as the government’s liability ballooned to A$122 million. The
issue of who owns the hotel has been stuck in the courts for years’ (Dusevic 2001:14).

Aid

In per capita terms, Forum island countries have been among the highest aid
recipients in the world (UNDP 1999a; OECD 2003). The combination of high aid
levels and low economic growth led the World Bank to refer to a ‘Pacific paradox’
(World Bank 1993, 1995; Tarte 1989). Attempts to explain the Pacific paradox
suggested that overseas aid had bloated the public sector in these countries, causing
governments to become too involved in the domestic economy (Chand 1999; Duncan
et al. 1999). Many began undertaking business activities best left to the private
sector and consequently crowded out private sector initiatives (Chand 1999).12 Aid
disbursement also sometimes led to the employment of expatriates and overseas
consultants, rather than the development of indigenous skills (UNDP 1999a).

The inflow of foreign aid money has also artificially inflated exchange rates,
making Forum island country exports less competitive—a phenomenon known as
‘Dutch disease’ (Laplagne 1997). Another symptom of Dutch disease is that it bids
away resources from other sectors to the favoured sector, which is the public sector
in the case of the Forum island countries (Duncan et al. 1999). For example, skilled
labour goes to where the money is, putting pressure on wages in other sectors.

Aid dependence also has political consequences. Henningham writes that Forum
island leaders ‘believe donor states have an obligation to provide aid’, but that they
simultaneously ‘resent the dependence of their countries on aid’ (Henningham
1995:20).

All this is not an argument against foreign aid, though such aid should always be
directed to strategic goals. Rather, it suggests that Forum island countries need to
do more to become self-reliant by attracting capital from private investors, instead
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of relying to such a large degree on other governments, and that aid alone has not
promoted economic growth in these countries.

Inflation

Some Forum island countries still tolerate high inflation, either through lack of will
or perhaps through a (mistaken) belief that high inflation equals high growth (Table
2.8).13

The Reserve Bank of New Zealand lists the following examples of the ill-effects
of high inflation

• the usefulness of money is significantly reduced if the value of money is
rising (or falling) unpredictably

• assessing what to produce and consume becomes difficult, and using money
to store value becomes risky

• doing business becomes more uncertain, and the economy and living
standards suffer

• people’s savings fall capriciously in value
• it may lead to an asset price-boom, with the price of physical assets escalating

sharply. Eventually, however, these asset prices fall. People can risk ruin, and
the banking system may be damaged as loans go bad

• the poor, and those on modest or fixed incomes, will only lose from inflation
(Reserve Bank of New Zealand 1998, 1999).

Further, ‘contracts and investments that span time, such as those which
determine what a firm should pay its employees for the coming year, become harder
to make’ (Reserve Bank of New Zealand 1999:6). Wage claims are often made in
response to high inflation, which in turn increases the cost of goods and services in
an inflation spiral. If high inflation were eliminated, wage claims could instead be
based on improvements in productivity.

Finally, ‘when savers and investors put their money into asset speculation, then
the economy is often starved of investment in its longer-term productive capacity’
(Reserve Bank of New Zealand 1999:7). Generally, high inflation repels investors.
For example, an overseas investor might expect to make 12 per cent on an
investment in a particular Forum island country. If inflation is running at 10 per cent
a year in that country (as it did in Solomon Islands in 1999), however, the real return
is only 2 per cent, making the investment less attractive. With high inflation, a
government must raise interest rates to ensure investors receive a reasonable
return, which hurts domestic borrowers. Those relying on domestic savings (such as
the elderly) can also be devastated if inflation erodes the value of their savings.
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Caribbean comparison

The challenges to sustainable economic growth in the Pacific are not common to
island regions generally. A 1996 study by Fairbairn and Worrell comparing the Pacific
and Caribbean island economies found that growth rates in the Caribbean were
higher, and income per capita was several times higher in the Caribbean and growing
more quickly, and growth was spread widely among Caribbean economies. As a
result, Caribbean health and education standards were decidedly superior. They
found that the Caribbean attracts large amounts of foreign investment, and has
established various regional companies. The Caribbean has a buoyant tourism sector,
and this appeared to have made the greatest contribution to growth for most
Caribbean economies (Fairbairn and Worrell 1996). Thus, the poor economic growth
found in the Pacific island countries cannot be solely attributed to their small island
status.

There are many challenges to sustainable economic development in Forum
island countries. Yet the Caribbean experience, which will be explored again in
Chapter Four, suggests that a different set of policies may serve as an impetus for
reform, and address the issues of capacity with which many Forum island countries
are grappling.

Table 2.8 Forum island country inflation rates, 1992–2001 (percentage
change year on year)

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Cook Islands 3.5 7.3 2.6 0.9 –0.6 –0.4 0.7 1.4 3.1 8.7
Micronesia 4.9 5.2 0.8 2.2 3.0 3.4 5.7 2.0 1.1 4.3
Fiji 4.0 6.1 5.3 3.6 1.1 1.9 3.7 1.8 0.4 8.8
Kiribati 10.3 5.0 5.7 8.3 9.6 4.7 2.4 1.7 1.6 ..
Marshall Islands .. 6.0 4.0 4.0 3.0 2.2 1.5 2.6 3.2 2.6
Nauru 10.0 –3.7 –36.7 1.8 4.1 6.1 3.9 6.7 .. ..
Niue .. .. .. .. .. .. .. .. .. ..
Palau .. .. .. .. .. .. .. .. .. ..
Papua New Guinea 4.3 5.0 2.9 17.3 11.6 4.0 13.6 14.9 15.6 9.3
Samoa 8.5 1.7 12.1 –2.9 5.4 6.8 2.2 0.2 1.0 4.0
Solomon Islands 10.8 9.2 13.3 9.6 11.7 8.1 12.3 8.3 4.8 1.8
Tonga 8.0 0.9 1.2 0.4 2.8 1.8 2.9 3.9 4.9 6.3
Tuvalu 2.2 2.3 1.8 5.6 - 1.6 0.6 7.0 .. ..
Vanuatu 4.8 4.2 2.7 1.8 1.1 3.3 3.3 2.2 2.7 3.2

Source: Asian Development Bank, 2002. Key Indicators of Developing Asian and Pacific Countries,
Asian Development Bank, Manila:65.
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Challenges to security

Two of the region’s key security challenges in recent years have been vicious internal
conflicts—in Bougainville in Papua New Guinea, and in Solomon Islands.

Bougainville

Bougainville, closer geographically and ethnically to the Solomon Islands, has always
been ambivalent about being part of Papua New Guinea (Regan 1998).
Bougainvilleans considered striking out for their own independence before Papua
New Guinea as a whole was declared independent from Australia on 1 July 1975; it
was only the promise of extra provincial powers that brought Bougainville back into
the fold (Australian Parliament Joint Standing Committee on Foreign Affairs, Defence
and Trade 1999). Yet one critical issue remained outstanding—the Panguna gold
and copper mine was a sore point between Bougainvilleans and the national
government, and between Bougainville and Australia. The mine was the catalyst for
conflict when combined with the latent desire for independence and growing
concerns about economic inequality, environmental degradation, ‘outsiders’
overrunning Bougainville, and the loss of traditional ways (Regan 1998, 1999).

The crisis began in 1988. Francis Ona, a former employee of Bougainville Copper
Limited, put in a claim of K10 billion to compensate for the problems the mine had
caused. When this was refused, Ona began sabotaging the mine. The quest for economic
justice quickly transformed into a secessionist crusade  (Regan 1998). The Bougainville
Revolutionary Army (BRA) was formed, and found ready recruits among uneducated,
unemployed young men and criminal raskol gangs (Regan 1997, 1998). A vicious
cycle of violence erupted when Papua New Guinea’s defence forces, with little oversight,
committed atrocities in combatting the BRA (Regan 1998).

The Bougainvilleans expelled the Papua New Guinea Defence Force (PNGDF) in
1990, but the PNGDF retaliated by blockading Bougainville using boats supplied by
Australia through the Pacific Patrol Boat program (Australian Parliamentary
Committee 2003). In response, Ona declared Bougainville independent in May
1990 and renamed it the Republic of Me’ekamui, with himself as president
(Australian Parliament Joint Standing Committee on Foreign Affairs, Defence and
Trade 1999; Regan 1998). Victory was within the Bougainvilleans’ grasp; with a
unified approach, their unilateral declaration of independence could have worked.
Instead, they turned on each other (Regan 1998; Australian Parliament Joint Standing
Committee 1999), prompting a crisis estimated to have killed 10,000–20 000
people.14 Many died because the PNGDF blockade prevented food and medical
supplies reaching non-combatants (Australian Parliament Joint Standing Committee
1999).
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As part of Ona’s ‘back to basics’ approach, Bougainvilleans who had an education,
or a government job, were targeted (Regan 1998). The Bougainville Revolutionary
Army’s atrocities drove some parts of Bougainville to invite the PNGDF back. In
1992 a Bougainville Resistance force was formed to help the PNGDF fight the BRA
(Australian Parliament Joint Standing Committee 1999; Regan 1998). The resulting
conflict was marred by atrocities on all sides, and there often seemed little distinction
between the BRA, the Resistance and the raskol gangs (Regan 1997, 1998, 1999).
Sixty thousand Bougainvilleans were displaced, becoming refugees in ‘care centres’
throughout Bougainville and the Solomon Islands (Regan 1997).

Australia was discredited in the eyes of the Bougainvilleans because of the
assistance it provided the PNGDF. In one of the worst incidents of the crisis, the
Valentine’s Day Massacre in 1990, Australian-supplied Iriquois helicopters were used
in the murder of a number of Bougainvilleans (Australian Parliament Joint Standing
Committee 1999; Fry 1991). When, in 1989, Australia agreed to Papua New Guinea’s
request for helicopters, it had made the Papua New Guinea government promise that
the helicopters would only be used for patrol, surveillance and medivac purposes, to
little effect (Joint Standing Committee 1999; Rosewarne 1997). Papua New Guinea
also used its Australian-supplied patrol boat to raid villages in the Solomon Islands in
1992 (Bergin 1994).

Various Papua New Guinea national governments vacillated between peace
overtures and escalating the violence (Australian Parliament Joint Standing
Committee 1999; Regan 1998). Some Bougainville leaders, aware of the deep
war-weariness amongst ordinary Bougainvilleans, were receptive to the peace
overtures (Regan 1997). The conflict was eventually resolved through the efforts of
New Zealand, Australia and several Forum island countries.

Solomon Islands

Solomon Islands gained independence in 1978 but, like Papua New Guinea before
it, its citizens were often more focused on their immediate province, faction or
ethnic group than on the nation-state.15 Solomon Islands also started life as an
independent state with great potential, until economic mismanagement, corruption
and high birthrates through the 1990s exacerbated inequalities and led to falling
living standards (O’Callaghan 2000a).

Residents of Guadalcanal province felt particularly aggrieved by the settlers from
the neighbouring island of Malaita. The Malaitans were believed to have taken
communal land, jobs and business opportunities at the expense of locals. This led
to the formation of the Guadalcanal Revolutionary Army, later renamed the Isatabu
Freedom Movement (IFM), which demanded compensation for the injustices they
felt they had suffered. There were close links between the IFM and the Bougainville
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Revolutionary Army, with the latter supplying surplus arms (Daley 2000b). Some
9,000 Bougainvilleans had fled to Solomon Islands during their own crisis, and they
grew sympathetic to what they saw as an analogous campaign for economic justice
(Smellie 2000). From December 1998 the IFM embarked on a campaign of
harassment of Malaitan communities. Some 20,000 Malaitans had to flee Honiara,
and more than 60 people were killed (Australian Department of Foreign Affairs and
Trade 2003a).

The violence spilled over from rural areas into Honiara, the capital, and became
increasingly brutal. Key investments, such as the Australian-owned Gold Ridge Mine,
and Solomon Islands Plantations, closed because of the conflict. By early 2000 a
rival militia force had been established, the Malaita Eagle Force (MEF), which tried
to counter IFM efforts to push Malaitans off Guadalcanal. The MEF likewise demanded
compensation for the suffering and loss of property for which the IFM were
responsible (Australian Strategic Policy Institute 2003).

The Solomon Islands government asked Australia for 50 federal police to train
and support the Solomon Islands police.16 Australia refused, because it could not
see an exit strategy, and wanted to avoid being drawn into a ‘Bougainville-style’
situation (Dobell 2003; Daley 2000c).

Solomon Islands then looked elsewhere for assistance. The Commonwealth
appointed former Fijian Prime Minister, Sitiveni Rabuka, to resolve the problem and
it also facilitated the establishment of a Multinational Police Assistance Group made
up of Fijian and ni-Vanuatu police (Australian Department of Foreign Affairs and
Trade 2003a). The group attempted to work with Solomon Islands police to restore
order, and Australia contributed some A$500,000 to increase the group’s presence
from 10 to 50 personnel. Australia itself did not provide personnel, and the extra
police never arrived because of the third coup in Fiji (‘Renewed hope for Solomons
ceasefire’, The Age, 17 May 2000:13). Increasingly desperate, the Solomon Islands
government asked Cuba for assistance with a ‘military solution’, possibly in return
for mineral rights (‘Solomons to seal Cuban alliance’, The Age, 19 May 2000:14).

By mid 2000, the MEF had teamed up with various members of the Solomon
Islands police force. On 5 June, they took Prime Minister Bartholomew Ulufa’alu and
Governor-General John Ini Lapli hostage at gunpoint, cut communications and seized
strategic points around Honiara. The MEF’s key demand was that Ulufa’alu should
resign (Australian Department of Foreign Affairs and Trade 2003a).

The Bougainville Revolutionary Army entered Gizo, in the northwestern province of
Solomon Islands, and took over a police station to protect it from the MEF, but
subsequently withdrew (Daley and Skehan 2000a; ‘Next moves in Solomons’, The
Sydney Morning Herald, 12 June 2000:16). The MEF used an Australian-supplied
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patrol boat to shell IFM-controlled areas indiscriminately (Smellie 2000; O’Callaghan
2001a). On 13 June, Ulufa’alu duly submitted his resignation. Australia and the region’s
attempts to resolve the conflict from this point on will be explored in Chapter Eight.

The risk of failed states

Helman and Ratner identify the following features of failed states: civil strife,
government breakdown and economic deprivation. Ultimately, the failed nation-
state is ‘utterly incapable of sustaining itself as a member of the international
community’ (Helman and Ratner 1993:3).

It is not difficult to make the argument that Solomon Islands was, until 2003, a
failing state (Wainwright 2003). Weber suggested a key definition of a nation-state

is that it has a m onopoly on the legitimate use of force (Gerth and Wright-Mills 1970;
Wainwright 2003). The Solomon Islands national government had no monopoly on
the use of force. Its use of force was regarded as illegitimate by many citizens,
because the police and prison officers had been severely comprised: ‘the two
supposedly disciplined forces were more loyal to their tribes than to the state’
(Tuhanuku 2000:iv). The government was unable to assert control over areas of the
country (Field 2003). Chand suggests the country’s fiscal and monetary positions
were ‘being sustained on “borrowed time”’ (Chand 2002:154–55)18 and Chevalier
notes that government revenue collection had collapsed (Chevalier 2000). Basic
government functions, such as health and education, were dependent on donor
support (Chand 2002). Schools were closed for most of 2002 (Wainwright 2003).
Some foreign government donors simply bypassed the national government to work
directly with communities (Dobell 2003).

Papua New Guinea is not a failing state, but there are some troubling signs
(Windybank and Manning 2003).19 Like Solomon Islands, it had no central authority
until imposed by outsiders (Tuhanuku 2000). Polynesian and Micronesian states
are typically populated by people of one language and culture; Melanesian states
are far more fragmented (Crocombe et al. 1992b). Papua New Guinea, for
example, has over 700 different language groups (Australian Department of Foreign
Affairs and Trade 1996a). Thus, there is a strong identification with the local tribal
and ethnic group, but weak national cohesion (Henningham 1995). Bougainville’s
secessionist struggle is well-known, but within Bougainville itself many
Bougainvilleans want a very weak national government (if independence is achieved)
so they can levy taxes and provide services at a sub-provincial (or tribal) level.

Like Solomon Islands, Papua New Guinea has, at times, suffered economic
stagnation. Law and order remains a significant problem (Larmour 1996; Dinnen
1999), with crime rates among the worst in the world (Pitts 2001). Violence against
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women is particularly widespread (Dinnen 1999).20 Police numbers have remained
largely unchanged since independence, even though the population has increased
70 per cent in that time (Windybank and Manning 2003). The national government
also has weak or no control over some parts of the country (Windybank and Manning
2003). For example, violence in the Central Highlands, including political
assassination, caused considerable disruption to the 2002 elections (Forbes 2002).
In all, 30 people were killed in ethno-political disputes during the 2002 elections
(Reilly 2002). Tribal fighting is common, notably around large-scale resource
development initiatives (Dinnen 1999; Ashton 1990).

Papua New Guinea has also suffered two army revolts in recent years. The first
followed the Sandline affair, when the government engaged mercenaries to force a
military resolution to the Bougainville situation (Dinnen 1999). The second came in
response to proposals for military reform (Windybank and Manning 2003; Australian
Department of Defence 2002).

Pitts (2001) argues that corruption is ‘rampant’ in Papua New Guinea. Former
Prime Minister Mekere Morauta admitted that corruption in Papua New Guinea is
both ‘systemic and systematic’ (Windybank and Manning 2003:4). Reilly suggests
Papua New Guinea politicians ‘do not see their role as part of a national government
but rather as delegates chosen to deliver resources back to their own group of tribal
supporters’ (Reilly 2002:134–35; Ashton 1990). Thus, the local, rather than the
national interest is prosecuted, and one symptom is decreased investment in public
infrastructure.

The national government’s failure to provide many basic services leaves many
Papua New Guinea citizens with a weak attachment to the state. Douglas (2000:3)
refers to ‘the invisibility of the nation’ in many areas.21 It would be a mistake to
presume that all Bougainvilleans, for instance, intrinsically wanted independence.
What radicalised ordinary people to support independence during the peace process
was the failure of the national government to provide basic services, such as roads,
education and medical supplies.

In sum, Papua New Guinea cannot perform some of the essential acts of a
nation-state: it cannot ensure security and law and order, nor provide basic services,
for many of its citizens. Thus, there are weak ties between the national government
and many citizens.

A large failed state in the region would have security consequences for most
Forum members. Helman and Ratner suggest that a failed state imperils its own
citizens and threatens its neighbours through refugee flows, political instability, illicit
arms traffic and random warfare (Helman and Ratner 1993). In the Pacific context,
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we could add the dangers of non-state actors taking advantage of a lawless
environment (Windybank and Manning 2003). Wainwright argues that

[f]ailed or failing states are often Petri dishes for transnational criminal
activity such as money laundering, arms smuggling, drug trafficking, people
trafficking, and terrorism…A bankrupt or illegitimate government
representing the state can obtain money from many sources by selling
aspects of its sovereignty. This is one of the factors which transforms
state failure from a human tragedy into a security issue for neighbouring
states (2003:486).

Yet the situation is not irretrievable. As Helman and Ratner (1993) argue, the United
States’ commitment and aid following World War II rescued Western European
states, which were so ravaged by war as to constitute failing states.

Further security challenges

Non-state actors pose significant challenges to Forum members. Indonesia is not a
Forum member, but the two Bali bombings, and the murder of 90 Australian citizens,
demonstrate the devastating effects terrorism can have on one Forum member,
Australia (Flitton 2003). It is clear that terrorists are operating in the region, and a
number of Forum island countries may be facilitating their work through their
passport schemes and offshore banking services (Wainwright 2003; Chulov and
Stewart 2003; Stewart et al. 2003). The OECD and other organisations were targeting
these havens prior to the terrorist attacks of 11 September 2001 (OECD 1998),22

but there is now an even greater impetus for reform (Chulov and Stewart 2003;
Stewart et al. 2003).

There are further security challenges in the near region which have the potential
to impact greatly on Forum members (Kerin and Videnieks 2003). The West Papua
independence movement, which includes a small but dedicated band of fighters,
has the potential to cause friction between Papua New Guinea and Indonesia
(Hartcher 2000; Daley 2000a; Worth 2000; O’Callaghan 2003c). In addition to
terrorists, other non-state actors, such as drug smugglers and people smugglers,
contribute to the deteriorating security environment (Australian Parliamentary
Committee 2003).

This region is now sometimes referred to as the ‘arc of instability’ (Australian
Parliamentary Committee 2003; Dobell 2003). The scale and viciousness of the
internal conflicts in the largest and third-largest Forum island countries, and the
dangers of failing states and non-state actors, demonstrate the seriousness of the
region’s security challenges.
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Challenges to the rule of law

Challenges to the rule of law can be considered in two categories: failures to respect
or uphold supranational law, created by the global system; and Forum island
countries’ failures to uphold their own domestic laws.

Supranational law

In terms of supranational law, the Pacific region has one of the lowest rates of
ratification of the key human rights and humanitarian law instruments. Table 2.9
shows that it is only the Convention on the Rights of the Child that has enjoyed
widespread support among these countries.

The low rate of ratification of humanitarian law instruments is also of concern,
given the viciousness that has been displayed in the region’s internal conflicts.

This reluctance to engage with, and commit to, supranational law also applies in
the trade sphere. If Forum island countries are to diversify from their commodity-

Table 2.9 Forum island country ratifications of key human rights instruments

Convention
Covenant Covenant on Convention on the

on Economic, on the Elimination Convention
Civil and Social and Convention Elimination of Discrim. on the
Political Cultural Against of Racial Against Rights of
Rights Rights Torture Discrim. Women the Child

Cook Islands • • • • • •
Fiji • • •
Kiribati •
Marshall Islands •
Fed. States of Micronesia •
Nauru •
Niue •
Palau •
PNG • •
Samoa •
Solomon Islands • • •
Tonga • •
Tuvalu •
Vanuatu • •

Source: Office of the UN High Commissioner for Human Rights, 2002. Status of Ratifications of
the Principal International Human Rights Treaties, United Nations, Geneva, 10 July.
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based economies, they need to develop competitive service industries, most
obviously in the tourism sector (UNDP 1999a). However, in the Uruguay Round, the
global trade agreement that created the World Trade Organization, Fiji made
commitments in only one of the twelve services sectors: tourism and travel-related
services. Of the four sub-sectors in tourism, Fiji made commitments in only one:
hotels and restaurants. So Fiji has made commitments in only one of the 155 sub-
sectors in the General Agreement on Trade in Services (GATS), and then only to spell
out existing restrictions. Solomon Islands made commitments in four sectors, and
Papua New Guinea made commitments in six sectors.

Part of the problem is the failure of many Forum island countries to be plugged
into international organisations generally. To take one example, only three Forum
island countries are currently WTO members (Table 2.11). In contrast, thirteen of the
fourteen members of CARICOM are WTO members (World Trade Organization 2000).
One explanation might be that individual Forum island countries do not have the
resources to engage properly with international organisations; in which case they
need another vehicle through which to prosecute their interests.

Table 2.10 Forum island country ratifications, accessions and successions to
key humanitarian law instruments

Statute of the
Geneva Geneva Conventions International

Conventions Protocol I Protocol II Criminal Court

Cook Islands • • •
Fiji • •
Kiribati •
Marshall Islands •
Fed. States of Micronesia • • •
Nauru •
Niue
Palau • •
Papua New Guinea •
Samoa • • • •
Solomon Islands • • •
Tonga •
Tuvalu •
Vanuatu • • •

Source: International Committee of the Red Cross (http://www.icrc.org)
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Domestic law

In terms of failing to uphold the domestic rule of law, the most egregious example is,
of course, Fiji. The constitution has been overthrown three times; Fiji has been
governed through military decrees; arbitrary arrests have frequently been made;
and key judges have often abandoned judicial impartiality.

The first Fijian coup occurred on 14 May 1987, when an élite unit of the Fijian
army under the command of Lieutenant-Colonel Sitiveni Rabuka stormed parliament
and kidnapped the government. The government had been led by a Fijian, Timoci
Bavadra, and was made up of the Labour Party (which drew its support from Fijians
and Indo-Fijians) and the National Federation Party (largely supported by Indo-Fijians).
The Coalition had promised to look into the land rights of Indo-Fijian farmers leasing
communal land, and to investigate the claims of corruption that had surrounded the
previous government (Lawson 1991). This was of great concern to the Alliance
Party, led by Ratu Sir Kamisese Mara, Fiji’s ‘founding father’ and prime minister

Table 2.11 Forum island country membership of select international
organisations

UN Economic
and Social

International Asia-Pacific Commission
United World Trade Labour Economic for Asia and
Nations Organization Organization Cooperation the Pacific

(UN) (WTO) (ILO) (APEC) (ESCAP)
Cook Islands
Fiji • • • •
Kiribati • •
Marshall Islands • •
Micronesia • •
Nauru • •
Niue
Palau • •
Papua New Guinea • • • • •
Samoa • Currently acceding •
Solomon Islands • • • •
Tonga • •
Tuvalu • •
Vanuatu • Currently acceding •

Sources: Individual organisations’ websites (see http://www.un.org; http://www.wto.org; http://
www.apec.org;  http://www.ilo.org; http://www.unescap.org).
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since independence (Howard 1991). The Alliance Party was largely supported by
Fijians, and represented the interests of chiefs in eastern Fiji (Lawson 1991).

Rabuka declared martial law, and set up an interim government under Governor-
General Sir Penaia Ganilau. Ganilau eventually tried to broker a deal, the Deuba
Accords, that would allow a return to civilian rule pending new elections (Howard
1991). But when Rabuka began to think he would be sidelined in any power-sharing
arrangement, and that there might not be an express provision in the Accords granting
him immunity, he launched his second coup on 25 September 1987 (Lal 1998).

Rabuka revoked the constitution and declared Fiji a republic on 7 October in
Interim Military Government Decree No.1. The Chief Justice and other judges were
dismissed, with Rabuka claiming he would appoint judges loyal to the regime. Ganilau
wrote to the Queen and resigned as Governor-General. He was then appointed
President and pardoned Rabuka (Howard 1991). As Rabuka asserted control, several
hundred people—cane farmers, Labour Party supporters, unionists, journalists,
academics, even judges—were arrested (Clements 2001).

Various decrees, notably Decree No.12, the Fundamental Freedoms Decree,
gave the army absolute power to break up meetings, impose curfews and detain
people. Strikes were outlawed and the courts were authorised to hold trials in camera
(Ghai 1990). A member of the extremist Taukei movement said ‘[i]t is simply our
way of getting what we want. If we can’t get it legally we will have to get it illegally’
(Howard 1991:319).

Fiji eventually returned to a constitutional democracy in July 1997.23 At the
elections in May 1999, the Labour Party was elected and Mahendra Chaudhry
became Fiji’s first Indo-Fijian prime minister. However, on 19 May 2000, George
Speight, a frustrated businessman, overran parliament with his supporters, who
included members of an élite unit of the Fijian army. As he took 38 hostages,
Speight announced, ‘I am asserting executive power over Fiji. We have revoked the
constitution and have set that aside’ (Speight 2000:7).

Fiji’s Great Council of Chiefs endorsed the coup and granted Speight an amnesty,
without clarifying their legal basis for doing so. When various attempts to resolve the
crisis failed, the head of the army, Commodore Frank Bainimarama, announced on
29 May, ‘all the nation has been saddened by the extent to which the country has
fallen during the last week. I have therefore, with much reluctance, assumed
executive authority’ (Conway 2000:1).

Some judges surrendered any pretense of impartiality during the third coup.
Chief Justice Timoci Tuivaga and other judges drafted the decrees for Ratu Mara (by
then, Fiji’s President) to dismiss the prime minister and abrogate the constitution,
and continued to assist with drafting military decrees (Australian Broadcasting
Corporation 2001a). Later, when the military’s actions were tested in the courts,
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Tuivaga tried to shift the case from Justice Gates to a more compliant judge. The
Chief Justice wrote to Gates accusing him of ‘judicial perversity in breach of the
judicial culture of this country’ (O’Callaghan 2001b:9).

Fiji provides an extreme and violent example of a more general ambivalence
among the Forum island countries about the rule of law. Various authors suggest that
Forum island countries generally favour consensus and ‘the Pacific Way’ in dispute
resolution, rather than appeals to the rule of law and binding rulings (White 1997;
Mataitoga 1992). Henningham writes that ‘island leaders mostly set great store in
traditional ways of…conflict management, although at times appeals to tradition and
customs provide a convenient rationale for the protection of vested interests’
(Henningham 1995:8). The Pacific Way was first promulgated by Ratu Mara prior to
Fiji’s independence when he was chief minister.24 It is now frequently invoked by all
Forum island politicians and officials, and refers to the process of talking though
issues ‘in an unhurried fashion in informal meetings, in pursuit of a consensus
acceptable to all involved’ (Henningham 1995:10). Howard argues, though, that

…the Pacific Way has served as an ideological support for the maintenance
of chiefly rule in Fiji based on a distorted view of Fiji’s peaceful past and an
emphasis on consensus in such as a way as to mean consenting to the
wishes of those in authority…In practical terms, the Pacific Way has meant
support for conservatism (Howard 1991:129).

Addressing these challenges to the rule of supranational and domestic law is
critical in its own right, but also as a means for addressing the challenges to
sustainable economic development, security and democracy.

Challenges to democracy

Democracy can take many forms. In the Pacific context, colonial powers often
implemented an imperfect model of Westminster democracy, which in some cases
has been further corrupted rather than improved by Forum island countries. These
challenges to democracy have disenfranchised wide sections of some Forum island
country populations, removed a check on executive power, and have prevented a
more equitable distribution of the benefits of development.

Fiji

Fiji’s three coups obviously represent significant challenges to democracy, as well
as to the rule of law. Two key British policies during the colonial period diminished
Fiji’s chances of developing a pluralist democracy.

First, the British fostered communal politics, in part to cover up the privileged
position of Europeans in the colony. Fiji, gaining independence on 10 October 1970,
inherited what was termed a communal constitution, an imperfect model of
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Westminster liberal democracy. Indo-Fijians had pushed for a common electoral
roll, but lost (Lawson 1991). Thus, the 1970 constitution allocated 22 seats each
for Fijians and Indo-Fijians—12 were to be elected by each race and 10 by both
races voting together (Larmour 1997b).

There was an understanding that the use of separate rolls would be a temporary
situation. However, the Alliance Party rejected the findings of a Royal Commission
held shortly after independence, which had recommended a move to a common
roll. Because the British had done little to encourage a domestic polity, in this time
of confusion parties formed around the most obvious point of division—race. The
communal system of politics has exaggerated and distorted an imagined cleavage
of interests, and in turn has reinforced differences and racial segregation at the
grassroots level (Lawson 1991).

Second, the Great Council of Chiefs, or Bose Levu Vakaturaga, was an artificial
colonial creation, established to facilitate the British colonial system of indirect rule
(Lawson 1991, 1993). The system eased British rule, but it reinforced and froze
traditional structures, obstructing dynamism and evolution (Lawson 1991). Through
the Great Council of Chiefs, the British set the chiefs up to play a political role that
removed them from the neutral and impartial role that chiefs need to play to unite
their communities. There is nothing inherently wrong with a Great Council of Chiefs
in theory, as a means of encouraging indigenous culture and as a point of identification
for indigenous Fijians or, indeed, all Fijians. In Fiji, though, the authority of the Great
Council, and its potential to be a unifying force, has been undermined by its entry
into partisan politics and its efforts to protect the interests of chiefs in one part of
Fiji, the east (Lal 1992; Lindstrom 1997).25 In contrast, the Federated States of
Micronesia rejected the creation of a Chamber of Chiefs as part of the political
system so as to uphold the impartiality of chiefs.26 The juncture between the chiefs
and the political system in Fiji has damaged both, robbing the chiefs of their moral
authority and traditional standing, and corrupting the political process (Lawson 1991).

Stephanie Lawson argues democratic politics failed in Fiji because wide sections
of the population did not view the opposition as a legitimate alternative government
(Lawson 1991). Each time the party representing chiefly interests lost, it assumed
that the constitution was flawed, rather than realising it deserved to lose. After 30
years of independence, Fiji has yet to survive a change of government from the party
representing chiefs. Communalism has usurped class politics, and any critique of
the chiefly party is regarded as an insult from ‘guests’ abusing the hospitality of
‘hosts’ (Lal 1992).

Cultural relativists may argue that democracy and the rule of law are alien, Western
concepts in the Fijian context and, indeed, other Forum island countries (Lal 1992;
Lawson 1997a, 1997b), but so too are many of the other constructs in Fiji’s neo-
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traditional political landscape, such as communal politics, the Great Council of Chiefs
and communal land tenure (Lal 1992).27 Britain’s failure was to introduce these other
constructs and not the rule of law and full democracy, leaving Fiji and other Pacific
societies caught awkwardly between traditional and Western systems of governance.

Tonga

Fiji is not the only Forum island country where there are challenges to democracy. In
Tonga, under the structure of government established in 1875, the Privy Council
assists the King in the discharge of his duties. The Privy Council consists of the
Cabinet and anyone else appointed by the King. The twelve-member Cabinet is
appointed by the King and holds office at his pleasure (the King has previously
appointed his youngest son prime minister). Tonga’s legislative assembly consists
of the Cabinet, nine nobles elected by the holders of Tonga’s 33 hereditary noble
titles, with the remaining nine elected by the general population (Helu 1992;
Australian Department of Foreign Affairs and Trade 1998; Montogomery 2000).
Thus, it would be impossible for the government to change following a general
election (Lawson 1997a).

A pro-democracy movement has slowly grown in Tonga, but the government
frequently uses criminal prosecution and civil actions to stymie its effectiveness
(James 1997; Helu 1992; Lawson 1997a).

Democracy and traditional authority

Most Forum island countries include chiefs, or indigenous representation, as part of
their domestic polity. The situation in Fiji has been discussed above, but in the Cook
Islands, for example, the House of Ariki is a forum for high chiefs to make
recommendations to parliament on customary issues (Ingram 1992). The Vanuatu
parliament includes seats for chiefs, and the parliament can also call on an advisory
body of chiefs. In Palau the president has an advisory body of chiefs (Helu 1992;
Lindstrom 1997). Only those with chiefly titles can stand for parliament in Samoa,
and before 1990 only those with chiefly titles could vote (Lindstrom 1997). Both
Solomon Islands and Micronesia have chambers of chiefs at the provincial level
(White 1997; Petersen 1997).

To suggest that there are challenges to democracy in the Pacific is not to attack
the role of traditional authority and chiefs in Pacific societies generally.28 Rather,
what has been identified is the problem of imbuing traditional authority with political
power. The political systems in Fiji and Tonga, where chiefly privilege is entwined
with political power, represent a challenge to democracy.

Ultimately, sustainable development is dependent on democratic governance,
because stability is needed to attract investors (World Bank 1994; Iqbal and Jong-
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Li You 2001; Gradstein and Milanovic 2002; Dethier et al. 1999), and democratic
governance also ensures that the benefits of economic growth are more evenly and
easily spread among all sectors of the population (Crocombe et al. 1992b).

The rise in regionalism

Around the world, there has been an increasing interest in exploring regional
arrangements to tackle common problems. To take one example, regional free
trade agreements have become a prominent feature of the international trading
system. Half of all global trade takes place through such arrangements and over
250 agreements have been notified to the World Trade Organization. Most of Europe
now forms a single market for trade in goods, and at its core is a common market for
goods, services, investment and labour covering 25 countries. NAFTA is to be
subsumed by the Free Trade Area of the Americas, which will cover the whole
continent except for Cuba.

Yet the importance of regionalism needs to be understood in more than just
trade terms. Regional arrangements are an expression of political solidarity and
shared interests, as we see in the European Union, the Organisation of American
States, the African Union, CARICOM, and so on. Unfortunately substantive regionalism
is a phenomenon from which Pacific states have largely been excluded.

There has been a renewed interest in Asian regionalism following the financial

crisis of 1997 (Pearson 2000; Dieter and Higgot 2000; Bergsten 2000). Following
the financial crisis, Japan proposed an Asian Monetary Fund. Central banks in the
ASEAN Plus Three (Japan, Korea and China) group would make a percentage of their
reserves available to each other in the event of a financial crisis (Li Lin and Rajan
2001; Rajan 2000). Eventually the name ‘Asian Monetary Fund’ was dropped, but
the substance largely remained when ASEAN Plus Three members signed the Chiang
Mai agreement in May 2001 (Li Lin and Rajan 2001). Australia was not invited to
participate, despite being a member of the Executives’ Meeting of East Asia Pacific
Central Banks (EMEAP), which encompasses all these countries,29 and despite
being one of only two countries to participate in all three IMF bail-out packages
during the Asian crisis, contributing A$3 billion (New Zealand is also a member of
EMEAP). Another example is that Forum members continue to be excluded from the
Asia-Europe summit (‘Continental drift’, The Economist, 20 January 1996).

ASEAN Plus Three countries have invited Australia and New Zealand to the initial
‘East Asia Community’ summit, but there has been no discussion about including
the other 14 Forum members. Some Forum members are members of APEC, the
ASEAN Regional Forum security dialogue and the Asia Pacific Forum of National
Human Rights Institutions. But these bodies are not part of an agenda for regional
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integration. APEC is a useful forum for discussing trade facilitation and for allowing
ministers and leaders from diverse countries to meet annually,30 but it has not
evolved into the force for trade liberalisation that its instigators envisaged (Ravenhill
2000; Rudner 1995; Elek 1996; Hawke 1992; Hay 1994).

So many regions around the world are pursuing regional integration, and Pacific
states have largely been excluded from the nascent Asian regionalism. Forum island
country government representatives and Forum officials often express fears about
the Forum island countries being left behind and isolated. To address their isolation
and influence others, the challenge for Pacific states is to devise their own attractive
regional integration project.

Conclusion—challenges and opportunities

This chapter has provided an overview of the present state of the Pacific, outlining
the key issues facing the region. Although the Pacific is made up of 16 unique
states, many of the challenges considered in this chapter have resonance across
many Forum island countries. To summarise, they include

• poor economic performance, reliance on commodity exports and declining
trade preferences

• aid dependency
• growing urban populations and, in some cases, unsustainable population

growth
• communal land issues
• weak central authority, leading to security issues, from money laundering to

civil war
• a poor understanding and commitment to the rule of supranational law, and

sometimes domestic law as well
• the legacy of the colonial era
• the politics of dealing with populations that are not ethnically homogeneous
• conflict between traditional authority and Westminster-style democratic

politics
• concerns about ‘being left behind’.

In addition, Forum members face the challenge of isolation from the wider region.
The severity of the challenges confronting Pacific states demonstrates the critical

need for new policies, and should be a catalyst for collective action. That no Forum
member is adequately realising all five goals of regional order, and that several
members are failing to meet many of the goals, is an indictment of the region.

Regional integration will not solve all of these challenges directly, nor will progress
in resolving these challenges be immediate. Further, some challenges faced by
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Forum island countries, such as rising sea levels, can only properly be resolved
through global mechanisms. Yet promoting the five goals of regional order would
create a new framework for encouraging and facilitating change. In the rest of the
book, the focus shifts from the challenges to regional order, to developing the policies
and institutions necessary to address these challenges and build regional order.

The following chapter considers the role Australia may play in addressing these
challenges. The resolution of these challenges requires Australia to embrace a new
phase in its Pacific policies, and the constructive leadership role it has often avoided.

Notes
1 In Samoa, young people are three times more likely to be unemployed than older

workers, and unemployment for urban youth in the Marshall Islands is around 50 per
cent (UNDP 1999; Jones and Pinheiro 1999).

2 Poverty of opportunity ‘embraces a lack of education or health, a lack of economic
assets or access to markets or jobs that could create them, and various forms of social
exclusion or political marginalisation. [It] is a term that rings true for too many Pacific
island people, especially the young. The waste of human and social capital is not only
an economic loss but is manifest in various negative ways, such as rapid emigration
from some countries, unemployment, and a subculture of youthful crime and despair’.

3 Most Forum island countries have high tariffs, ranging from effective nominal ad
valorem rates of 10–40 per cent (World Bank 1999).

4 The World Bank argues that Forum island countries’ tariffs ‘have had protective effects
for some import-competing activities and have raised the cost structure of the economy,
consequently, reducing the competitiveness of exports’ (World Bank 1999:13).

5 See, for example, APEC (2000).
6 The World Bank has suggested that, rather than attempting to directly compete with

Southeast Asia for markets for manufactured goods, Forum island countries should
attempt to diversify their economic bases into services and tourism (World Bank 1999).

7 The World Bank notes generally that ‘where there is market potential, foreign investors’
main problems are access to land, enforcement of contracts, freedom to repatriate
capital and selling ownership rights’ (World Bank 1999:17). The UNDP has stated that
‘[f]oreign and domestic investment is encouraged by governance systems that are
legitimate and transparent, that encourage broad-based participation and the efficient
use of resources, and that rest firmly on the rule of law’ (UNDP 1992:92).

8 While I was in Bougainville, a Coca-Cola manager considering the establishment of a
new plant was assaulted.

9 The mine, though a major cause of the conflict, was not the only cause (see Regan
1999, 1998).

10 See also Overton and Scheyvens (1999), which discusses the idea of vanna—the links
between land, the environment, culture and society in Forum island countries.

11 This became clear from my discussions with a number of Fijians throughout the course
of research for this book.
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12 See also World Bank (1998:xiii), which notes that ‘the government markets agricultural
goods and operates fishing fleets, mines, plantations, timber mills, aviation services,
and hotels, plus engages in a wide range of other quasi-commercial activities’.

13 In the short-term, high inflation means that producers make large profits and may re-
invest in the economy and employ more people. But the profits have to be paid for—high
inflation means high prices for consumers and high interest rates, which leads to a
bust. High inflation is more likely to result in boom–bust cycles rather than steady
growth.

14 Regan (1999) suggests that it is difficult to know with certainty how many people died,
without more detailed investigation.

15 Liloqula and Pollard (2000:6–7) suggest that ‘[s]ince we became one country, Solomon
Islanders have yet to accept each other as one people…Whilst educated people may
have some ideas about the purpose of being one nation, the vast majority of Solomon
Islanders see the nation state as threat to their resources, their cultural identity and
culture, their environment and the basis of their sustained community living’. See also
Liloqula (2000).

16 The request came from the Solomon Islands’ Prime Minister, the Leader of the
Opposition, the Chief Justice and the Governor of Western Province. Interview with
Laurie Brereton, Sunday Program , 11 June 2000. Available at http://
sunday.ninemsn.com.au/04_political_interviews/article_516.asp [accessed 13 June
2000].

17 Wainwright elaborates that failing states are ‘characterised by a breakdown in law and
order, the collapse of service delivery such as education and health, and a sharp decline
in living standards. The economic situation deteriorates and people lose their sense of
loyalty to the government…People transfer their allegiances away from the central
authority towards their clan, group or warlord’ (2003:485).

18 Government budgets were not adhered to. For example, from January–July 2003, the
police force spent four times its permitted budget (Downer 2003a).

19 Even in 1990, Ashton was asking whether Papua New Guinea was a ‘broken-backed
state’ (1990:35). The Australian Strategic Policy Institute (2002:28) believes that
Vanuatu and Papua New Guinea constitute ‘failing neighbour[s]’.

20 According to the United Nations, Papua New Guinea had the highest incidence of
sexual assault in the world, with nearly 12 per cent of women 16 years and over victim
to sexual assault at least once in the previous year; and more than 32 per cent in the
preceding five years (Pitts 2001).

21 See also Dinnen (1999). Ashton (1990) suggested that in the future the ‘Papua New
Guinea’ government would continue in Port Moresby, funded in part by foreign aid, but
with little sovereignty outside the capital.

22 The OECD and the G7’s Financial Action Task Force expressed concerns about Nauru,
Vanuatu, Samoa, the Cook Islands, Marshall Islands, Tonga and Niue (Cornell 2000;
Randall 1999).

23 See Lal (1998) and Lal and Larmour (1997) for details on the gradual return to
constitutional democracy.

24 The first enunciation of the ‘Pacific Way’ was at the UN General Assembly in 1970
(Howard 1991).
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25 See Lindstrom (1997) for a discussion of the ‘modern functions’ that chiefs can safely
and usefully perform.

26 Petersen suggests that most Micronesians felt that ‘their chiefs can more effectively
serve them by remaining outside the national government’ (1997:183).

27 Chiefs had an explicit role in the British colonial administrations in Fiji, Solomon
Islands and Vanuatu, and in the French administrations in Vanuatu and New Caledonia
(White 1997).

28 Churney complains of the ‘disparaging and unfair “bad chief” stereotype where chiefly
systems are judged ineffective due to a belief that all chiefs are prone to greed, corruption
and abuse of power’ (1997:124). Any leadership group in any society has its bad
elements, but this has certainly not been my experience from the many chiefs I have
worked with and met; and I do not mean to suggest it in this book.

29 See http://www.emeap.org [accessed 7 July 2003].
30 See http://www.apecsec.org.sg


