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4
The Pacific
Islands Forum

The Pacific Islands Forum is the Pacific’s pre-eminent regional organisation. As such,
it is the most obvious vehicle through which Pacific states can work together to
address the challenges they face.

Nonetheless, a clear-eyed approach is needed in considering the Forum’s
potential to evolve. This chapter recounts the background to the establishment of
the Forum, and provides an overview of its current institutional structure before
surveying the Forum’s efforts to promote the five goals of regional order. Often,
Forum members have resisted developing a shared sovereignty and a framework is
provided to explain the Forum’s missed opportunities.

The chapter then outlines the achievements of CARICOM, which demonstrates
that island states can achieve a great deal through high-level regional integration,
and that the Forum still has some way yet to develop. To highlight how the Forum
needs to change so that it can pursue this more substantive integration, a detailed
case-study is presented of the Forum’s Pacific Closer Economic Relations–Pacific
Islands Country Trade Agreement (PACER–PICTA).

The beginning of the voyage to regional order

In 1947 the six colonial governments with administrative responsibilities in the
South Pacific established the South Pacific Commission. Representatives of the
colonial powers controlled the Commission’s activities, and its agenda was limited
to development matters—‘no politics were to be discussed’ (Moore 1982:19; Howard
1991:131). For example, island countries could not discuss French nuclear testing
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at the Commission because it was a ‘political matter’ (Tarte 1989:181, 184). In
1965, the head of Fiji’s colonial legislature, Ratu Mara, led the ‘Lae rebellion’,
demanding that the Commission give island countries a greater say in their own
affairs (Tarte 1989:183). Ratu Mara continued to agitate for a regional organisation
indigenous to the South Pacific.

Australia was sympathetic to these demands for more participation and, in 1971,
Australia, the Cook Islands, Fiji, Nauru, New Zealand, Samoa and Tonga established
the South Pacific Forum (South Pacific Forum 1971) as an organisation with a
potentially wider ambit than the South Pacific Commission. The Forum was
established without a founding charter or treaty; rather, there was simply a
commitment to informal, annual meetings of heads of government.

The South Pacific Commission, now renamed the Pacific Community, will not be
considered further because it includes members that are not indigenous to the
region, and so it cannot be a vehicle for regional integration.1

Institutional structure

The Forum is still centred around the annual leaders’ meetings, where heads of
government meet in an informal setting to discuss regional issues. The leaders
release a non-binding Forum Communiqué at the conclusion of their meeting. The
themes in recent years’ communiqués have been economic reform, security issues,
fisheries, nuclear testing, radioactive waste and environmental issues (from sea
turtles to reefs to forests to biological diversity in general).2 Communiqués will often
note and discuss problems, or note progress, or lack of progress, on particular
issues. More rare is a program to solve the problems. Former Australia Prime Minister
Paul Keating has written that ‘each year’s meeting took the previous year’s agenda
as its starting point and many of the same comments were recycled. There was a
good deal of routine business which did not require the attention of heads of
government and, to my mind, too great a tendency to blame other people for the
region’s ills’ (Keating 2000:196).

Forum economic ministers now hold annual meetings in addition to the Leaders’
meetings, and there are also regular meetings of trade, foreign, aviation,
communication and education ministers. There is also a Forum Regional Security
Committee, made up of officials from members’ law enforcement agencies.

The Forum’s attendant bureaucracy has grown over the years. The South Pacific
Bureau for Economic Cooperation was established in 1972 to encourage trade and
economic development. In 1988, the Bureau became the Forum Secretariat and is
now the chief vehicle for implementing the Forum’s agenda. The Forum Secretary-
General is the head of the Secretariat and the chief regional bureaucrat.3
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Table 4.1 Pacific Islands Forum members’ assessed contributions

Country Per cent of regular 
Secretariat budget

Australia 37.16
New Zealand 37.16
Papua New Guinea 5.49
Fiji 2.24
Federated States of Micronesia 1.98
Palau 1.98
Samoa 1.98
Solomon Islands 1.98
Tonga 1.98
Vanuatu 1.98
Cook Islands 1.01
Kiribati 1.01
Nauru 1.01
Niue 1.01
Marshall Islands 1.01
Tuvalu 1.01

Source: Australian Agency for International Development, 2003. Aid Budget Summary 2003–
04, Australian Agency for International Development, Canberra.

The Forum Secretariat itself is funded by a regular budget, for which all Forum
members are responsible through assessed contributions (detailed in Table 4.1)

The Forum Secretariat’s programs and activities are funded through an extra
budget, which is funded by Australia, New Zealand, non-Forum members and
international organisations. The Forum Secretariat’s combined regular and extra
budget in 2003 was F$12,932,000. Australia is the biggest donor.4

A number of specialised agencies are also attached to the Forum. There is a
nominal division of responsibilities between the Forum Secretariat and the
specialised agencies: the Forum Secretariat is responsible for providing policy advice,
and the other agencies implement technical programs (Pacific Islands Forum 2004a:
para 28). To manage natural resources, the South Pacific Forum Fisheries Agency
was established in 1979, the South Pacific Applied Geoscience Commission in
1984 and the South Pacific Regional Environment Programme in 1991. These
organisations, together with the Forum Secretariat, the Tourism Council of the South
Pacific, the University of the South Pacific and the Pacific Community, form the
Council of Regional Organisations of the Pacific (CROP).5 Figure 4.1 sets out the
structure of the Pacific Islands Forum.

I turn now to a consideration of the Forum’s efforts to promote the five goals of
regional order.
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The Forum and goal one: sustainable economic development

For much of its history, the Forum made little substantive effort to promote
sustainable economic development. The Forum initially made some effort to promote
trade cooperation between its members. The Papua New Guinea-Australia Trade
and Commercial Relations Agreement (PATCRA) entered into force in February 1977.6

PATCRA was the genesis for the South Pacific Regional Trade and Economic
Cooperation Agreement (SPARTECA),7 as other Forum island countries lobbied for
the same preferential access. SPARTECA entered into force in January 1981.
SPARTECA provides Forum island country products with preferential, non-reciprocal
access to Australia and New Zealand—that is, Forum island country goods enter the
Australian and New Zealand markets duty free, but Australian and New Zealand
goods still face high tariffs in Forum island country markets. Like PATCRA, SPARTECA
was intended to encourage economic and industrial cooperation, expand and
diversify trade, stimulate investment in exports, provide cooperation in marketing,
and promote other forms of commercial cooperation (Robertson 1986).

Figure 4.1 Structure of the Pacific Islands Forum
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SPARTECA was initially cause for celebration (Sutherland 1986); but, as suggested
in Chapter Two, the agreement is flawed because of its non-reciprocal nature and
trade diversion effects. Thus, it has failed to promote the goal of region-wide
sustainable economic development.

In recent years, Forum island countries have realised the importance of
undertaking more measures to promote sustainable economic development, given
the current challenges to economic growth in the region. In 1997, the Forum
instituted a new annual meeting, the Forum Economic Ministers Meeting (FEMM),
to discuss economic difficulties, identify new policies and serve as an impetus for
further reforms. Forum Leaders endorsed the FEMM Action Plan, which contemplates
a range of economic reforms (South Pacific Forum 1997a: para 5). The reforms are
mostly aimed at liberalising trade and investment policy, and encouraging a more
disciplined fiscal policy. Monetary policy, though, has not been a focus.

Forum island countries, from small to large, have embraced the reform agenda
to varying degrees. Samoa has committed itself to moving beyond aid dependency
within 25 years. Vanuatu has instituted a Comprehensive Reform Program, following
consultations with all parts of its society. Vanuatu’s reform plans, like Samoa’s,
include seeking membership of the World Trade Organization. Former Papua New
Guinea Prime Minister Sir Mekere Morauta showed tremendous commitment to
reforming Papua New Guinea’s economy and polity. Nonetheless, the Forum can do
more to create an enabling regional environment.

Arguably, the most important aspect of the economic reform process thus far
has been the conclusion of a framework that could facilitate free trade in the region.
At the 2001 Forum, leaders adopted two agreements to govern trade relations
between members for the foreseeable future: PACER, a head, or umbrella agreement,
covering all Forum members, and PICTA, covering Forum island countries only. This
framework will be considered in detail below.

The Forum and goal two: security

After a slow start, the Forum has begun to pursue more substantive joint security
measures in recent years.

In 1992, the Forum agreed to the Honiara Declaration on Law Enforcement
Cooperation (South Pacific Forum 1992). The Honiara Declaration was an effort to
combat transnational crime, particularly financial crime and drug smuggling. In the
declaration, leaders recognised that ‘an adverse law enforcement environment could
threaten the sovereignty, security and economic integrity of Forum members and
jeopardise economic and social development’ (South Pacific Forum 1992: para 1).
The Honiara Declaration contemplated a range of legislative initiatives, and enhanced
cooperation between law enforcement officials (South Pacific Forum 1992).
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Yet Forum members were not ready to embrace fully a joint approach to security
issues in the early 1990s. Implementing the Honiara Declaration proved problematic.
Successive Forum Communiqués noted the lack of progress in implementing the
Honiara Declaration and stressed its importance.8

The Forum also played little role in addressing, let alone resolving, the
Bougainville conflict (Tarte 1998). The 1998 Forum Communiqué, for example,
simply welcomed ‘positive developments’, whilst noting Papua New Guinea’s
territorial integrity (South Pacific Forum 1998). The Forum’s lack of response to a
major civil war in Papua New Guinea—which spilled over at times into another
Forum member, the Solomon Islands—was a clear indictment of the Forum’s lack of
institutional capacity, and its unwillingness to tackle difficult, though necessary,
issues. Ultimately, four Forum members supported Papua New Guinea in resolving
the conflict, but there was no exercise of regional sovereignty through the Forum.

Perhaps in response to these concerns, leaders passed the Aitutaki Declaration
in 1997. In it, leaders ‘acknowledged that existing arrangements have not provided
explicit mechanisms to facilitate consultations that would enable members to
respond promptly and effectively to requests for assistance’; and ‘accepted the
need for the region to take on a more comprehensive approach to regional security’
(South Pacific Forum 1997b). The Aitutaki Declaration contemplated developing
preventive diplomacy mechanisms in the future. The importance of the Aitutaki
Declaration was in broadening the Forum’s interest in security matters from law
enforcement cooperation (as in the Honiara Declaration), to the broader arena of
‘natural disasters, environmental damage and unlawful challenges to national
integrity and independence’ (Forum Secretariat 2000b).

The twin coups in Fiji and the Solomon Islands in 2000 proved to be the real
catalyst in the Forum’s approach to security issues. The response differed markedly
from the Forum’s previous attitude to regional disorder. The Forum’s Biketawa
Declaration of October 2000 commits the Forum collectively to ‘constructively
addressing difficult and sensitive issues including underlying causes of tensions
and conflict’, such as ‘ethnic tension, socioeconomic disparities, lack of good
governance and land disputes’ (Pacific Islands Forum 2000a: para 1).

That the coup in Solomon Islands followed the Fiji coup by a mere three weeks
probably shocked many Forum members out of their complacency.9 As a result of
the Biketawa Declaration, the Forum established an Eminent Persons Group to visit
the Solomon Islands and report on what role the Forum could play (Pacific Islands
Forum 2002a: para 15). The Biketawa Declaration allows the Forum Secretary-
General to act in a ‘good offices’ capacity to help resolve future security crises
through a number of mechanisms (Pacific Islands Forum 2000a: para 2). In August
2002, Forum Leaders passed the Nasonini Declaration on Regional Security, which
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commits Forum members to ‘act collectively’ in response to ‘security challenges
including the adverse effects of globalisation such as transnational crimes’ (Pacific
Islands Forum 2002b: para 1). The Nasonini Declaration also commits members to
‘good governance practices as a key fundamental strategy for addressing some of
the difficult and sensitive issues underlying the causes of tension and conflict in the
region’ (Pacific Islands Forum 2002b: para 2). Forum members are encouraged to
introduce legislation and national strategies to combat money laundering, drug
trafficking, terrorism and people smuggling (Pacific Islands Forum 2002b: para 8).
Forum members also re-commit themselves to implementing the legislation required
by the Honiara Declaration by the end of 2003 (Pacific Islands Forum 2002b: para 7).

All these efforts laid the groundwork for the remarkable evolution in the Forum’s
role that occurred in 2003. The Forum agreed to an intervention force for the Solomon
Islands, consisting of Australia, New Zealand, Papua New Guinea, Fiji, Vanuatu,
Tonga, Cook Islands and Kiribati, and to Australia and others assuming responsibility
for much of Solomon Islands’ governance. The comprehensive nature of the
intervention is explicitly acknowledged in the Outcome Statement from the Forum
Foreign Affairs Ministers’ Meeting.

• Ministers agreed that the extent of the problems facing Solomon Islands
called for a concerted regional response, as envisaged in the Biketawa
Declaration.

• Ministers welcomed the assistance package proposed by Australia. In
particular, they noted its comprehensive nature, encompassing law and order,
the justice and prison systems, rebuilding the Solomon Islands institutions
and establishing conditions under which Solomon Islands could achieve
economic recovery.

• Ministers endorsed the provision of a package of strengthened assistance to
the Solomon Islands, including a policing operation to restore law and order,
supported, as required, by armed peacekeepers (Forum Foreign Affairs
Ministers’ Meeting 2003b: paras 5, 7, 10).

This suggests the Forum and its members have entered a new era, with members
embracing the shared security and shared sovereignty that they have shunned in
the past.

The Forum and goal three: the rule of law

Most of the Forum’s impressive achievements have come through efforts to promote
the rule of law (between states, rather than within states), when it has banded
together to negotiate international agreements. For example, the Forum had a
victory at the UN Law of the Sea negotiations between 1973 and 1982. After sustained
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joint advocacy by Forum members, the world community recognised the justice of
allowing them to manage their marine resources, and granted each Forum island
country an exclusive economic zone of 200 nautical miles.10 These states, with
their limited land resources, now have an interlocking series of exclusive economic
zones covering one-sixth of the Earth’s surface—the largest fisheries in the world.

But with the right to the exclusive economic zones came the responsibility to
police them from distant-water fishing nations that sought to continue exploiting the
marine resources without paying fees. The United States refused to recognise the
exclusive economic zones. The situation was finally resolved in 1987 when the
United States signed a multilateral fisheries agreement with Forum members.11

This outcome demonstrates what the Forum can achieve when united. It also
demonstrates the outcomes that are possible when Australia is fully engaged.
Through the Pacific Patrol Boat program, Australia provided the practical support
Forum island countries needed to enforce their legal rights. This is backed up by the
Treaty of Niue,12 which provides a framework for regional maritime surveillance and
fisheries law enforcement, and the Convention for the Prohibition of Fishing with
Long Driftnets in the South Pacific.13 In 2000, Forum members, together with distant-
water fishing nations, concluded the Convention on the Conservation and
Management of Highly Migratory Fish Stocks in the Western and Central Pacific
Ocean, which aims to ensure sustainable stocks for highly migratory species.14

Caring for the environment has been a Forum theme, from its initial concern
over the effects of nuclear testing, to more recent concerns about global warming.
Three conventions give effect to these environmental concerns. The Treaty of
Rarotonga in 1985 established the South Pacific Nuclear Free Zone.15 This treaty
dealt with Forum concerns to prevent nuclear testing, storage or dumping in the
region, whilst still allowing nuclear-armed US warships to visit ports. The following
year, the Forum established the Convention for the Protection of the Natural
Resources and Environment of the South Pacific Region, designed to control
pollution.16 This was further refined in the Waigani Convention 1995, which regulates
and minimises transboundary movements of hazardous and radioactive wastes.17

These various conventions demonstrate that Pacific states will embrace the
supranational rule of law when such legally binding commitments are in their interests.

The Forum and goal four: democracy

Until recently, the Forum has been ambivalent about any efforts to promote or
uphold democracy. In 1987, despite Australian Prime Minister Bob Hawke’s advocacy,
the Forum refused to include the Fijian coup as a formal agenda item: other Forum
members accepted the coup as a legitimate reassertion of indigenous rights (Alley
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1990; Howard 1991). The coups were seen as an internal problem, and most Forum
members believed it was better to abide by a policy of non-interference (Alley 1990).
Tonga even sent a congratulatory telegram to the coup leaders (Howard 1991). The
Forum statement simply noted the ‘complexity of the problems’ and hoped ‘for a
peaceful and satisfactory solution’ (South Pacific Forum 1987: para 3) Fiji’s Governor-
General refused to accept a delegation led by Hawke (Alley 1990). When Ratu Mara
attended the Forum the following year, he was successful in ensuring the situation
in Fiji was not discussed (Alley 1990).

However, under the Biketawa Declaration, Forum members commit themselves
to ‘belief in the liberty of the individual under the law, in equal rights for all citizens
regardless of gender, race, colour, creed or political belief’, and to ‘upholding
democratic processes and institutions which reflect national and local circumstances,
including the peaceful transfer of power’ (Pacific Islands Forum 2002a: para 15).
The Biketawa Declaration led the Forum to establish its first Elections Observer
Mission, to observe the 2001 elections in the Solomon Islands and provide support
for the democratic process there.

The Forum and goal five: integration with the wider region

The Forum has continued to expand from its initial seven members, to cover sixteen
states. Although the Forum has expanded, there has been a clear understanding until
now that expansion should be restricted to independent or self-governing small Pacific
islands (Tarte 1998). For example, Article 27 of PICTA, the trade agreement between
Forum island countries, states that by unanimous agreement the Parties may permit
non-Forum states, territories or self-governing entities to accede to the agreement.
This would be encouraging, but for the fact that it was intended to be limited to non-
Forum small Pacific islands (namely the United States and French territories in the
region) (Forum Secretariat 2002). From the discussions at the PACER–PICTA
negotiations, it was not intended to be a vehicle for wider integration.

Thus, the Forum has occasionally had an ad hoc involvement with other small
Pacific islands, but the Forum has not pursued a long-term vision of wider integration.
Forum Leaders’ 2004 vision of seeking ‘partnerships with our neighbours and beyond
to…ensure a sustainable economic existence for all’ may provide the basis for a
change in approach (Pacific Islands Forum 2004b:1).

Explaining missed opportunities

For much of its history the Forum has done little to promote the five goals of regional
order. Nonetheless, the Forum has successfully promoted the rule of law between
states, even if not within states, and has recently pursued more substantive measures
to promote sustainable economic development and security.
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As a result of the Forum’s slow development as a regional institution, there have
been various missed opportunities. More radical innovations, such as economic
union (discussed at the first Leaders’ Meeting in 1971; see South Pacific Forum
1971), Sir Julius Chan’s suggestion for the establishment of a regional peacekeeping
force (Fry 1990) and Mike Moore’s proposal for a Pacific Parliament (Moore 1982),
fell by the wayside, perhaps because the Forum was established without a charter
setting out any goals (South Pacific Forum 1971). Perhaps the crises in Bougainville,
the Solomon Islands and Fiji would have been avoided or muted if a regional human
rights commission and a regional security mechanism had been established.

Pharand (1994) distinguishes between external and internal sovereignty, where
external sovereignty refers to a state’s interaction with other states and international
organisations, and internal sovereignty refers to a state’s authority to determine its
own governmental institutions and the law governing the lives of its citizens.18 Until
recently, Forum members resisted any measure that would impact on their internal
sovereignty. This is why they could band together to promote the rule of law between
states, but oppose any measure to promote the rule of law within their own states.
The Forum’s approach is changing, as evidenced by the Biketawa Declaration and
the Solomon Islands operation, which involved Solomon Islands surrendering much
of its internal sovereignty. However, the fact is that Pacific regionalism will stagnate
without further initiatives that will impact on internal sovereignty.

One obstacle to such initiatives is the negative side to the ‘Pacific Way’. Like the
phrase ‘Asian values’, the Pacific Way can also be code for intransigence, avoiding
difficult issues by blaming others and, in extreme cases, glossing over human rights
abuses (see, for example, Alatas 1993:81; Chan 1995:25; Howard 1991:129).
Sometimes the Pacific Way in the Pacific Islands Forum seems to be the direct
descendant of the ‘no politics’ rule at the South Pacific Commission, used by colonial
governments to avoid discussion of substantive, sensitive issues. We all seek
consensus and the peaceful settlement of disputes. But the Pacific Way, as currently
formulated, is not enough and there is no safety net when it falters. Bougainville is
evidence of the devastation that occurs when consensus fails: tens of thousands of
lives lost and a shattered infrastructure, with Melanesians killing fellow Melanesians
and Bougainvilleans killing each other (Joint Standing Committee 1999:6).

According to the Forum’s Secretary-General, Greg Urwin, the Pacific has only recently
concluded its ‘immediate post-colonial phase’ (Forum Secretariat 2004: para 5). This
phase represented another obstacle to more dynamic initiatives: it is understandable
that initial Forum island country leaders, having achieved independence from colonial
rulers, did not immediately seek out a shared regional sovereignty. This attitude will
probably change as new leaders emerge. Indeed, the Secretary-General has noted the
‘generational change as younger leaders, who did not inherit their power from colonial
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rules, take the helm of their nations’ (O’Callaghan 2004:10). The Caribbean is more
advanced in its regional integration efforts, possibly because the Caribbean states
achieved independence much earlier than the Pacific states.

New hope

Forum members need to be convinced that pooling their sovereignty in regional
order lifts their political status and power in a wider structure. Regional cooperation,
even where it impacts on internal sovereignty, is needed to prevent isolation and
irrelevance. The Pacific Way needs to stand for more than politeness—it needs to
stand for strength and unity in diversity, for innovation and openness and a willingness
to overcome the challenges outlined in Chapter Two.

The Forum’s recent initiatives to promote sustainable economic development
and security better, and the Auckland Declaration outlining Forum Leaders’ vision of
the future, give cause for hope that Forum members are realising the benefits, and
the necessity of pursuing regional integration as the Caribbean and many other
regions in the world have done. This is a promising start—marking the end of the first
phase of the Forum’s development, which lasted some 30 years—but much more
comprehensive integration is needed to promote all five goals of regional order.

Caribbean comparison

A Caribbean comparison is again instructive, because it demonstrates that not all
island groupings resist measures that impact on internal sovereignty, and the
outcomes that are possible when a group of island states pursue regional integration.

CARICOM was established in 1973. Its founding charter had three explicit goals:
economic integration through the establishment of a common market, the
coordination of members’ foreign policies, and functional cooperation (CARICOM
Treaty, Article 4). CARICOM countries viewed regional integration ‘as an essential
element in their strategies for survival and development’ (Andriamananjara and
Schiff 1998:27).

As with the Forum, CARICOM heads of government are at the top of the institutional
hierarchy; however, CARICOM heads of government meet twice a year rather than
once a year. The Community Council of Ministers, meeting four times a year, is
responsible for strategic planning and coordination between members, as well as
external relations (World Trade Organization 2000; Fairbairn and Worrell 1996).
CARICOM also has four ministerial councils which meet regularly: the Council for
Trade and Economic Development, the Council for Foreign and Community Relations,
the Council for Human and Social Development, and the Council for Finance and
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Planning (World Trade Organization 2000). Like the Forum, CARICOM is served by a
Community Secretariat, and has a number of specialised agencies.19

Thus, to a large extent, CARICOM has a similar institutional structure to the
Pacific Islands Forum. The key difference in the organisations is that CARICOM
members have been willing to pursue legally binding measures which will impact on
their internal sovereignty, as its founding treaty makes clear. As an example of this
commitment to shared sovereignty, CARICOM’s Council for Finance and Planning is
responsible for coordinating economic policy, and the financial and monetary
integration of members. CARICOM also has a Council of Central Bank Governors, to
monitor members’ monetary and economic policy (Fairbairn and Worrell 1996).

Most importantly, CARICOM members agreed in 1989 to pursue more
comprehensive economic integration (World Trade Organization 2000). Whilst
regional trade in goods had been largely liberalised, members decided to pursue a
comprehensive common market, with free trade in services, investment and labour,
as well as goods. Further, members pursued greater harmonisation of the laws and
regulations affecting commerce, including customs procedures, intellectual property,
competition policy and corporate taxation (World Trade Organization 2000).
Subsequently, members decided to institute measures to coordinate macroeconomic
policy, develop a common currency, pursue capital market integration and harmonise
fiscal and other incentives (World Trade Organization 2000).

The Organisation of Eastern Caribbean States (OECS) is a sub-set of CARICOM,
consisting of the Caribbean’s smallest states. The OECS has pursued deeper
integration at a faster pace than the rest of CARICOM, and already has its own
common currency and central bank (Fairbairn and Worrell 1996). The bank’s
constitution allows it to discipline members, to ensure currency stability and low
inflation; a collective decision by members can overrule an individual government
which may be tempted to overspend (Fairbairn and Worrell 1996). Members of the
OECS also share a Supreme Court.20

CARICOM has been the more dynamic, successful organisation; and we can
draw a link, too, between CARICOM’s dynamism and the higher economic growth of
Caribbean states compared to Pacific states (see Chapter Two).

PACER–PICTA

A number of the Forum’s current aspects need to change before it can better emulate
CARICOM’s success. This is usefully demonstrated by a consideration of the
negotiations for the Forum’s most recent trade achievement, the Pacific Closer
Economic Relations Agreement–Pacific Islands Country Trade Agreement (PACER–
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PICTA), which occurred between 1997 and 2001. The following case study provides
various lessons for future efforts to develop the Forum’s sovereignty. The case study
also highlights the approach of some of the players in Pacific regionalism and
demonstrates that, in large part, it is for Australia to display innovative leadership if
it hopes to maximise the Forum’s potential. Yet the Forum Secretariat must also do
better in harnessing the Forum’s potential, and doing so means accepting the merits
of closer integration between the Forum’s richer and poorer members.

Key features

The key features of PACER are
• a commitment by all Forum members to work towards a common market
• a non-binding commitment to general trade liberalisation
• a commitment to commence free trade arrangement negotiations with

Australia and New Zealand eight years after PICTA enters into force
• a commitment to commence ‘consultations’ with Australia and New Zealand

in the event of Forum island countries commencing free trade agreement
negotiations with any other OECD country, or any other country with a GDP
higher than New Zealand’s.21

The key feature of PICTA is a plan to establish free trade in goods among Forum
island countries by 2010, or by 2012 in the case of least developed countries and
small island states.22

PACER–PICTA is a potentially important framework for facilitating future efforts
at closer integration. Nonetheless, it is a second-best outcome. It delays, possibly
until 2011,23 the comprehensive integration all Forum members need to pursue for
economic and political reasons (Australian Parliamentary Committee 2003). The
agreements split the integration efforts of the Forum into two streams: between
Forum island countries alone, and between these countries and Australia and New
Zealand.

Beginnings

Following sustained advocacy by the Forum Secretariat, the idea of a Pacific Free
Trade Agreement was discussed at the Forum Economic Ministers’ Meeting in 1997,
and in 1999 Forum Trade Ministers included Free Trade Agreement negotiations in
their action plan. Such negotiations were subsequently endorsed at the Forum
Leaders meeting (South Pacific Forum 1999b: para 8).

Unfortunately the new-found interest in a free trade agreement was the result of
external developments, rather than an initiative from a Forum member keen to
pursue regional integration amongst all Forum members. The European Union wanted
Forum island countries to work together so it could more easily negotiate its own
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trade agreement with them (the European Union’s then agreement with Forum island
countries had been found to be illegal under WTO law).24 The Forum Secretariat wanted
to promote a Forum island countries-only free trade agreement as a first step to
negotiating a Regional Economic Partnership Agreement with the European Union.

Thus, from the outset of the PACER process, the Forum Secretariat did not want
to facilitate a Forum-wide free trade agreement that would include Australia and
New Zealand. Australia’s initial reaction to the Secretariat’s proposal for a free
trade agreement was to stall further progress,25 reinforcing the Secretariat’s position.

Australia’s response demonstrated a lack of historical insight. The Forum had
been talking on and off about economic union since its inception (South Pacific
Forum 1971). Australia had commissioned a study in the 1980s on extending its
Closer Economic Relations (CER) agreement with New Zealand to the Forum island
countries (Drake and Hall 1987), and the Forum island countries had said in 1986
they would ‘give further consideration to the advantages of moving to a CER type
relationship’ (South Pacific Forum 1986: para 26). So the idea had been around, if
inert, for 30 years. Australia’s response should have been an enthusiastic
endorsement of an opportunity to tackle high Forum island country tariffs and create
a world-class developed–developing country free trade agreement. Instead,
Australia’s approach was that of an outsider looking in on developments in an
external region,26 when it should have been reacting as a vital member of a regional
grouping, keen to pursue a regional integration initiative.

When Australia realised there was some momentum behind the PACER proposal,
it changed its argument—if a free trade agreement was to go ahead, it wanted to be
included as a full member, as befitted its status as a founding member of the
Forum. Australia suggested that PACER should be viewed not just in economic terms
but as a political statement about the Forum banding together. Australia was also
concerned that if Forum island countries negotiated an agreement with the European
Union, the European Union would receive duty-free access to Forum island country
markets before Australia.

The economics of an agreement

Economic modelling supported Australia’s inclusion. A Forum Secretariat study
showed that there were few economic benefits to be had in a Forum islands-only
free trade agreement27 Australia and New Zealand examined the implications of a
Forum-wide free trade agreement and found that although the adjustment costs
would be higher, the gains would be much higher.28 Such an agreement would match
existing trade patterns, as well as being more likely to lead to trade creating outcomes,
and to allow members to exploit complementarities (Centre for International
Economics 1998). It would create a market of 28 million people. As the World Bank
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subsequently wrote, a free trade agreement between Forum island countries and
Australia and New Zealand would promote increased investment, technology
transfer, new knowledge and cheaper inputs for Forum island countries, as well as
locking-in economic policy reforms (World Bank 2002).

In contrast, the Forum islands-only free trade agreement would cover only six
million people and very little of the trade between the parties. It was also unlikely to
realise dynamic gains like increased investment from richer Forum members and
countries outside the region. In short, it would fail to promote the goal of sustainable
economic development.

Legal impediments

Notwithstanding the economic benefits, there were two legal obstacles to Australia
forming a free trade agreement with the Forum island countries. Any such agreement
between Australia, New Zealand and the Forum island countries would have to
meet the disciplines of Article 24 of the General Agreement on Tariffs and Trade
(GATT),29 such as implementing free trade within ten years. Yet the Forum Secretariat
and many Forum island countries wanted the flexibility possible under the WTO’s
Enabling Clause,30 which sets lesser standards for agreements between developing
countries, such as not having to implement free trade within ten years. This would
only be possible with a Forum island countries-only free trade agreement (the fact
that developing countries do not have to meet the disciplines of GATT Article 24 may
explain why regional integration efforts between developing economies alone have
generally been unsuccessful (De Melo and Panagariya 1992; see also El-Agraa
1994; and De Melo and Panagariya 1993). CARICOM is a notable exception, as it
has pursued substantive liberalisation).

Second, the possibility of an Australia–New Zealand–Forum island country free
trade agreement was complicated by the complex web of defensive most-favoured
nation clauses in the region’s trade architecture. A defensive most-favoured nation
clause, included in many free trade agreements, provides that if a member of the
free trade agreement passes on trade benefits to any non-member of the agreement,
the same benefits must also be passed on to all fellow agreement members. Because
of the European Union’s agreement with all Forum island countries,31 and the US
agreement with some Forum island countries,32 opening Forum island country
markets to Australia and New Zealand also means opening up to the European
Union and the United States within a similar timeframe. Since Australia, New Zealand,
the European Union and the United States account for most Forum island country
imports, this would involve opening up to almost the whole world. Australia’s
challenge was to produce a comprehensive structure demonstrating how Forum
island countries would benefit from, and be supported through, this large first step.
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Political impediments

There were also two political impediments. Forum island country officials, encouraged
by the Forum Secretariat, wanted a ‘stepping stone’ approach to trade liberalisation.
They felt that Forum island country politicians would be in for a difficult time if they
made a commitment to long-term liberalisation with Australia. The situation was
complicated by the fact that many Forum island countries rely heavily on tariffs for
government revenue—on average, tariffs make up 40 per cent of the Forum island
countries’ tax revenue (Filmer and Lawson 1999). Since most of their imports are
sourced from Australia and New Zealand, some of the Forum island countries would
lose an average of 26.6 per cent of their tax revenue under a free trade agreement
that included those countries (Filmer and Lawson 1999). Forum island countries
with value-added taxes would have had to raise them, and those without them
would have had to introduce them to replace the revenue lost from tariffs.

Second, Forum island countries were worried that a commitment to liberalise
trade with Australia and New Zealand in the short term would prejudice their
negotiations with the European Union. So Forum island countries were more
concerned about the reaction of the distant but powerful European Union, than
cementing a relationship with their fellow Forum members.

Negotiations

The Forum Secretariat disregarded the modelling that showed there was little
economic benefit in a Forum islands-only free trade agreement. The Secretariat
proposed that Australia and New Zealand should be excluded from the main
agreement; Forum island countries could sign on to an optional protocol if they
wanted to establish free trade with Australia and New Zealand. So it was entirely
conceivable that Australia and New Zealand would maintain duty-free access for
Forum island countries under SPARTECA and that no Forum island countries would
join the optional protocol. Meanwhile, Forum island countries would be negotiating
with the European Union to allow European Union countries duty-free access to their
markets before Australia and New Zealand.

Australia and New Zealand presented their own plan in response. Their proposal
sought minimal textual changes to the Forum Secretariat’s draft agreement, but
under their proposal the agreement would apply to all Forum members. Australia
and New Zealand’s initial proposal did not specify the implementation period for
Australia–New Zealand–Forum island country free trade, and did not specify any
trade facilitation assistance.

At the PACER pre-negotiations workshop in March 2000, only one country, Tonga,
supported Australia’s proposal. The meeting did however agree to engage consultants
to consider Australia’s proposal.
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Australia began to refine its proposal in response to Forum island countries’
concerns. The first problem was that the usual ten-year implementation period for
free trade agreements, as specified in GATT Article 24, seemed too onerous for
Forum island countries, requiring both broad and deep liberalisation over a relatively
short period. Australia and New Zealand planned to continue providing duty-free
access for Forum island countries from the start of the agreement. However, Australia
believed the Forum island countries’ developing country status constituted the
‘exceptional circumstances’ allowed in GATT Article 24 that could justify stretching
the implementation period for Forum island countries to 20 years.33

Australia and New Zealand believed that a 20-year implementation period for
Forum island countries could be justified to the WTO, because of the number of
least-developed countries involved. A free trade agreement among this many
developed and least developed countries had not been attempted before. If it
worked, it would serve as an example of the successful large-scale integration of
developing countries into the global economy. Australia might have been in a
considerably better position at the negotiations if it had argued for this proposal
from the beginning of the PACER process.

Formal negotiations started in August 2001. Although some Forum island country
ministers had expressed support for Australia’s plan, this was not reflected at the
negotiations. Forum island country trade officials accepted that it was inappropriate
to relegate Australia and New Zealand to an optional protocol to the main agreement,
but could not accept Australia’s plan to introduce free trade among all Forum
members over a 20-year period.

Since Australia had failed to convince Forum island countries of the merits of
committing to comprehensive trade integration, there was a need to produce a
structure that would allow these countries to go about their business without splitting
the Forum permanently, and without alienating Australia and New Zealand completely.

The Forum consultants proposed an ‘umbrella approach’ to resolve the impasse,
which would consist of a head agreement that would include all Forum members. The
head agreement would not be a free trade agreement, but would contain some trade
facilitation provisions, and could contain any number of subsidiary agreements.34 The
first of these would be the Forum islands-only free trade agreement.35

Following some Australian refinements,36  the PACER–PICTA framework was
produced, with PACER being the umbrella agreement and PICTA the Forum islands-
only Free Trade Agreement. This framework could be an important vehicle for regional
integration, but some of its potential substance has been robbed by Australia’s lack
of desire to counter some of its shortcomings, and the Forum island countries’
desire to get on with their own free trade agreement.
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Lessons

Forum island countries are still grappling with the implications of economic reform
and free trade. Any new plan, such as the one that Australia proposed at the outset
of the PACER–PICTA process, needs a long lead-in time where there is plenty of
scope for frequent discussions, ideally face-to-face. If Australia wants to sell new
initiatives for regional integration, it cannot rely on reactive refinements to overcome
significant resistance.

In trying to sell its initiative, Australia did not bring anything new to the PACER–
PICTA negotiating table. It did not offer a strategic vision of the region’s future. It did not
offer more aid, nor to fix up the trade provisions in SPARTECA that have frustrated
Forum island countries for twenty years. But nor did Australia threaten to cut aid if it
was not included in the agreement, nor to review the Forum island countries’ duty-free
access to Australia under SPARTECA. Forum island countries were given no reason to
think they would be worse off for leaving Australia out. Unconvinced of the theoretical
benefits of free trade, Forum island countries sought practical, long-term assistance
to provide a safety net if they were to take what seemed like a leap of faith.

There are also other, broader factors to be considered in explaining the PACER–
PICTA outcome, and to this we must look to Australia–Forum island country relations
in general. Australia has long been regarded as the ‘Big Brother’ of the Pacific.
Sometimes, this has been a derogatory label to indicate a domineering relationship;
at other times, it is an affectionate label to indicate thanks for advice and assistance
(Smyth, Plange and Burdess 1997:45). At the PACER negotiations, it seemed that
the derogatory label held sway—there was seemingly little trust that anything Australia
said could be taken at face value. Doubtless this reflects in part the complexity of
the plan Australia presented at the first round of negotiations—but the reason it was
complex was to try and meet Forum island country concerns, not to disregard them,
a point which Forum island countries did not seem to accept.

Ultimately, Australia needs a strategic vision for where it wants its relations with
the Forum island countries to be in 20 years time. Australia’s current approach falls
awkwardly and unsuccessfully between benign neglect and full commitment (see
Rosewarne 1997; Evans and Grant 1995). If Australia’s approach to PACER–PICTA
had indeed been one of neglect, Australia would not have cared about Forum island
countries having their own free trade agreement, and it would not have bothered
trying to convince them of the merits of free trade between developed and developing
countries. If Australia had been fully committed, it would have produced a plan for
pursuing a common market over a 20-year period, or, at the least, tackled the
implementation and selling issues to ensure Australia’s plan for free trade in goods
was accepted. Naturally, countries will only adopt a plan that has something in it for
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them. And even when the gains are clear, it helps to know that fellow members are
sharing the risk in pursuing regional integration. Australia’s PACER proposals had no
political risk for Australia and much political risk for Forum island countries.

The failed Australian plan to introduce free trade in goods over a 20-year period
represents a lost opportunity for all Forum members to develop a Pacific trade
order. Australia and New Zealand got the guarantee that other developed countries
would not receive preferential access to Forum island markets before them. Forum
island countries—and the Forum Secretariat—got the Forum island countries-only
free trade agreement they were after, with some minor concessions.

The Forum Secretariat also has to accept some responsibility for this minimalist
outcome. It turned PACER into a zero-sum game with winners and losers. The Forum
Secretariat’s adversarial approach prevented more constructive outcomes. Prior to
the pre-negotiations workshop, the Secretariat distributed its critique of Australia and
New Zealand’s proposal to a number of non-Forum countries and organisations, without
asking the Forum membership first. Australia found out about the Secretariat’s concerns
at the same time as Japan, the United States and the European Union, as well as
various UN bodies. At the pre-negotiations workshop, the then Forum Secretary-General,
Noel Levi, told officials ‘that they should not be preoccupied with the question of
whether Australia and New Zealand should be in or out of the FTA as this would only
distract officials from deliberating on the real issue’ (Forum Secretariat 2000a:7), the
Forum island countries-only free trade agreement.

The Forum as a whole needs to change its mind-set on two key issues: it needs
to be convinced of the merits of deeper, and wider, integration, so it can win the
solutions and leverage that are only possible in a larger, more united organisation.
The economic modelling commissioned by the Forum Secretariat demonstrated
that the Forum island countries-only free trade agreement is a dead-end: it will not
promote sustainable economic development. By promoting integration among Forum
island countries alone, the Secretariat did them a disservice, as such an approach
will not resolve the critical challenges confronting them. The Secretariat’s approach
also allowed Australia to avoid more substantive commitments.

If the Forum is serious about tackling the region’s challenges to sustainable
economic growth, its next step should be to invest the PACER structure with substance
and urgency. The task is to enlarge it into an agreement that includes a commitment
to free trade on the part of Forum island countries and meaningful trade facilitation
on the part of Australia and New Zealand. Australia and the Forum Secretariat must
produce a comprehensive package to tackle the challenges facing Forum island
countries. Pacific citizens deserve better, and Pacific governments need to do better
by themselves and their fellow Forum members.
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Conclusion

This chapter has outlined the Forum’s efforts at regional integration so far, and
some of the obstacles to the pursuit of regional order. There have been some
impressive achievements in the Forum’s history, but there has also been an implicit
reluctance to embrace measures that impact on internal sovereignty. The PACER–
PICTA negotiations were examined as a vehicle for considering some of the obstacles
to deeper regional integration in detail. The negotiations came about as a result of
a European Union initiative, an initiative that the Forum’s largest member initially
resisted. The Forum Secretariat sought to exclude the Forum’s richer members, and
when these members were finally engaged, they failed to produce a timely package
that was suitably attractive to overcome the political impediments to a comprehensive
agreement. As the case study demonstrated, some Forum members resist a wider
sovereignty, through misplaced suspicion or a failure to recognise opportunities and
pursue strategic outcomes. These issues have held back the Forum and its members,
as the comparison with the more advanced CARICOM showed. A key theme in the
PACER–PICTA case study was the need for Australian leadership to carry proposals
for Pacific integration forwards—and the consequences when this leadership is
lacking.

However, growing threats to security, and the desire for closer economic ties,
have highlighted the need to develop the Forum’s sovereignty and have led to a
gradual change in approach on the part of Forum members. The culmination of this
evolution is the 2003 Solomon Islands intervention, when Forum members agreed
to a peace-keeping operation and to Australia assuming responsibility for much of
the Solomon Islands’ internal sovereignty.

But the seriousness of the challenges facing Pacific states suggests that the
need for Forum members to pool their sovereignty will only grow. The difficulties of
implementing any regional integration project are not to be underestimated; but
CARICOM’s pursuit of a shared vision of regional integration, made explicit in its
founding treaty, demonstrates the benefits that integration would offer the Pacific.

This chapter concludes the review of the present state of the Pacific, and its
current policies. The ensuing chapters outline a new vision, and plan, to enable the
Pacific to achieve regional order. In the following chapter, the European Union will be
examined as the model that the Forum should emulate, and the proposal for the
Oceania Community put forward.
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Notes
1 The members of the Pacific Community are: American Samoa, Australia, the Cook

Islands, Micronesia, Fiji, France, French Polynesia, Guam, Kiribati, Marshall Islands,
Nauru, New Caledonia, Niue, the Northern Mariana Islands, New Zealand, Palau, Papua
New Guinea, the Pitcairn Islands, Samoa, the Solomon Islands, Tokelau, Tonga, Tuvalu,
the United Kingdom, the United States, Vanuatu and Wallis and Fortuna.

2 See Forum Communiqués at http://www.forumsec.org.fj [accessed 18 September 2003].
3 The Secretary-General is elected by Forum Leaders for a renewable three-year term.
4 http://www.dfat.gov.au/geo/spacific/regional_orgs/spf.html [accessed 1 June 2004].
5 The Council of Regional Organisations of the Pacific is chaired by the Forum Secretary-

General.
6 Available at http://www.austlii.edu.au [accessed 6 July 2001]. PATCRA is theoretically

a reciprocal agreement—that is, both parties benefit—but there is little evidence of this
in practice. See PATCRA, Article 9.

7 Available at http://www.austlii.edu.au [accessed 6 July 2001].
8 See Forum Communiqués at http://www.forumsec.org.fj [accessed 18 September 2003].
9 Samoan Prime Minister Tuila’epa Sa’ilele Mallelegaoi said that ‘[i]t is incumbent on

the current regional leadership to do everything it can as individual governments and
as a Forum to discourage…what some observers think is the emergence…of a political
culture that encourages the use of force to effect political and consequently economic
and social change’. Australian Foreign Minister Downer said ‘[t]here was a clear
commitment to face up to the political problems in the region and to work collectively
to try to solve them—something that has never been done before’ (O’Callaghan 2000b:7).

10 See United Nations Convention on the Law of the Sea. Available at http://
www.austlii.edu.au [accessed 27 August 2003].

11 Agreement among Pacific Island States Concerning the Implementation and
Administration of the Treaty on Fisheries between the Government of Certain Pacific
Island States and the Government of the United States of America. Available at http://
www.austlii.edu.au [accessed 27 August 2003].

12 Niue Treaty on Cooperation in Fisheries Surveillance and Law Enforcement in the
South Pacific Region. Available at http://www.austlii.edu.au [accessed 27 August 2003].

13 Available at http://www.austlii.edu.au [accessed 27 August 2003].
14 Available at http://www.austlii.edu.au [accessed 27 August 2003].
15 South Pacific Nuclear Free Zone Treaty. Available at http://www.austlii.edu.au [accessed

27 August 2003].
16 Available at http://www.austlii.edu.au [accessed 27 August 2003].
17 Waigani Convention to Ban the Importation into Forum Island Countries of Hazardous

and Radioactive Wastes and to Control the Transboundary Movement and Management
of Hazardous Wastes with the South Pacific Region. Available at http://
www.austlii.edu.au [accessed 27 August 2003].

18 However, as MacCormick states, no state today ‘is in a position such that all the power
exercised internally in it, whether politically or legally, derives from purely internal
sources’ (1993:1).

19 These include the Caribbean Disaster Emergency Response Agency, the Caribbean
Meteorological Institute, the Caribbean Meteorological Organisation, Caribbean Food
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Cooperation, the Caribbean Environment Health Institute, the Caribbean Agriculture
Research and Development Institute, the Caribbean Regional Centre for the Education
and Training of Animal Health and Veterinary Public Health Assistants, the Association
of Caribbean Community Parliamentarians, the Caribbean Centre for Development
Administration and the Caribbean Food and Nutrition Institute, and associate
institutions such as the Caribbean Development Bank.

20 See http://www.oecs.org/iust_ecsc.htm [accessed 13 December 2003].
21 Available at http://www.forumsec.org.fj [accessed 22 July 2003].
22 Available at http://www.forumsec.org.fj [accessed 22 July 2003]. Since PACER does

not contain any trade liberalisation schedules, it is only PICTA that is a free trade
agreement within the meaning of the WTO rules on regional trade agreements. General
Agreement on Tariffs and Trade, Article 24.

23 PICTA entered into force in 2003.
24 The European Union’s Lomé Agreements provided development assistance and duty-

free access to the European Union for some seventy African, Caribbean and Pacific
states, including many (now all) Forum island countries. However, the arrangement
was illegal because it failed the WTO’s most-favoured nation rule, the key rule of the
multilateral trading system. This states that reductions in trade barriers given to one
WTO member must be given to all WTO members. Under WTO law, it is possible to give
developing countries benefits that are not passed on to developed countries as well,
but it is illegal to give benefits to some developing countries and not to all developing
countries. These legal flaws, combined with frequent criticism and various WTO cases,
brought the European Union’s fourth Lomé Agreement to an end. The European Union
asked the WTO General Council for a five-year waiver from its obligations, after which
time it would look to establish Regional Economic Partnership Agreements, in effect
WTO-compatible free trade agreements, with its developing country partners. The
European Union was initially looking to have such agreements in place by 2005.

25 Australia believed that multilateral liberalisation and APEC offered greater benefits for
Forum members, and that they should be the focus of the Forum’s efforts.

26 This is consistent with Fry’s criticism of Australia’s Pacific policy: too often, Australia
sees the rest of the Pacific as somehow separate from itself. This limits the opportunity
for shared understanding and common solutions (Fry 1991:22). See also Joint
Parliamentary Committee (1989), which concluded, somewhat defeatedly, that Australia
‘will inevitably remain somewhat apart’ (1989:227).

27 Because of the low levels of inter-Forum island country trade—only 2 per cent of total
Forum-wide trade—the agreement would result in an annual GDP increase of only A$5
million (Scollay 1998; see also World Bank 2002).

28 A Forum-wide agreement would result in annual welfare gains for Forum island
countries of over A$200 million. Australia and New Zealand would experience an annual
welfare gain of A$58 million. Australia–New Zealand and the Forum island countries
are already ‘natural partners’ because of the high percentage of trade between them
(Centre for International Economics 1998; see also World Bank 2002 and Krugman
1991 for a discussion of ‘natural partners’).

29 Available at http://www.wto.org/english/docs_e/legal_e/legal_e.htm [accessed 20
October 2001]. GATT Article 24 and the Understanding to GATT Article 24 outline the
framework of WTO law within which free trade agreements dealing with goods must
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operate. These rules specify four key requirements that a free trade agreement to
which developed countries are party must meet if it is to qualify as an exception to the
WTO’s most-favoured nation rule. An agreement must

1. cover ‘substantially all the trade between the parties’
2. be implemented within ten years, unless there are ‘exceptional circumstances’
3. not raise barriers to non-parties to the agreement
4. be notified to the WTO and demonstrate to other WTO members how the parties
     will achieve free trade between them within the specified time.

There are sound economic reasons for the disciplines in Article 24. For example, an
agreement meeting the criterion for covering ‘substantially all the trade’ will involve
meaningful liberalisation, leading to increased welfare for the parties. Further, the
requirement that non-parties should not suffer from increased trade barriers helps to
ensure that the trade diversion effects of the arrangement are minimised. See Hoekman
and Kostecki (1995) and below, for a discussion of regional trade agreements and
GATT Article 24.

30 The Enabling Clause, GATT Part 4 and the 1979 Decision on Differential and More
Favourable Treatment of Developing Countries was established to recognise that
developing countries need ‘special and differential treatment’ in their efforts toward
free trade. Free trade agreements between developing countries do not have to meet
the disciplines of Article 24.

31 Annex 5, Article 4 of the European Union agreement with Forum island countries
states that if a member of the agreement passes on a benefit to any other developed
country, it must also be passed on to the European Union.

32 Micronesia, Palau and the Marshall Islands currently enjoy preferential access to the
United States through their Compacts of Free Association (these are also illegal under
WTO rules, but have a waiver until 2006). Section 4, Article 243 of the US Compacts
states that trade benefits given to any country must also be passed on to the United
States. Unfortunately for Australia’s trading interests in the Pacific, there is no most
favoured nation defensive clause in SPARTECA.

33 Many of the European Union’s free trade agreements with developing countries have
implementation periods of 12 years for the developing country, and some parts of
NAFTA are being phased in over 12–15 years.

34 Without trade liberalisation provisions, there would be no need to notify the agreement
to the WTO.

35 Later there could be an Australia–Forum island country Free Trade Agreement and a
New Zealand–Forum island country Free Trade Agreement, or Australia and New Zealand
could have individual free trade agreements with every single Forum island country.

36 Australian officials further refined the plan by suggesting the head agreement should
be as substantive as possible, and there should be only one subsidiary free trade
agreement, the Forum island country-only free trade agreement. When Forum island
countries were ready to embrace liberalisation towards Australia and New Zealand, the
subsidiary free trade agreement would be ‘folded back’ into the head agreement. The
final result—a single, all-encompassing agreement.


