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From a Forum
to a Community

Pacific states face serious challenges to sustainable economic development, security,
human rights, the rule of law and democracy, as well as the danger of isolation from
the wider region. Aid alone has failed to resolve these challenges. Further, a lack of
partnership between the Forum Secretariat and the Forum members with the
resources to assist in the resolution of the challenges has previously been a feature
of regional policymaking.

New and better approaches are possible, as the Forum’s Biketawa Declaration,
which led to the exercise of a regional sovereignty in the Solomon Islands,
demonstrates (Pacific Islands Forum 2000a). Yet a more holistic approach is needed
to address the region’s challenges comprehensively. The first step is the development
of a shared vision of the region’s future—encouragingly, we see the beginnings of
such a vision in the Forum Leaders’ Auckland Declaration (Pacific Islands Forum
2004b). Yet this step must also involve the development of a model by which this
future can be realised.

This chapter examines the European Union, the most advanced model of regional
order, showing how regional integration can successfully promote the goals of
sustainable economic development, security, the rule of law, democracy and
integration with the wider region.

A substantial evolution is then proposed in the Forum’s development. This would
change what it means to belong to the Pacific region, and how the Pacific region is
regarded by the rest of the world. It involves a commitment by all Forum members to
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an exciting shared future, and to the institutional arrangements needed to promote
sustainable economic development, security, the rule of law, democracy and wider
integration.

Thus, the Forum should be reorganised, and renamed the Oceania Community,
to make it a more dynamic and more powerful organisation. The necessary
agreements and structure are outlined for this to be achieved, and a sustainable
funding arrangement is proposed, which would represent a new approach to aid in
the Pacific. The chapter also shows that sustainable regional integration requires
Community members to embrace the rule of regional law and a shared regional
sovereignty.

This is the integrated strategic vision needed to resolve the Pacific’s current
challenges, and to realise a prosperous and peaceful future.

The European Union and goal one: sustainable economic development

A consideration of the European Union demonstrates what a greater commitment
to regional integration can achieve in terms of the five goals of regional order.

First, the European Union has pursed regional trade integration, later
supplemented by monetary integration, as the best means of promoting sustainable
economic development.

The case for regional trade integration rests, in the first instance, on the general
case for free trade. Adam Smith (1777 [1990]) proposed that countries would
benefit by developing an absolute advantage in particular goods, then trading with
other countries which had an absolute advantage in producing other goods. This
would promote efficiency, by fostering competition and providing opportunities for
specialisation and economies of scale (Carbaugh 1995; ‘The economics of free
trade’, The Economist, 22 September 1990; Gonnelli 1993),1 ultimately leading
to increased economic growth and welfare for citizens. David Ricardo (1817[1990])
refined this by suggesting that countries did not need an absolute advantage—
they only needed a comparative advantage (Ricardo 1817 [1990]; Kreinen 1995).

Thus, countries benefit from trading with one another; and free trade involves
countries removing barriers to imports from other countries. This benefits the
exporting country which has sold its product, and the importing country which can
access products more cheaply than if it produced them itself; thus, consumers in
the importing country pay less and enjoy greater choice (Gonnelli 1993). These are
just the static gains; the dynamic gains can include increased savings and investment,
and the promulgation of new technology, innovation and productivity gains (Australian
Department of Foreign Affairs and Trade 2000). These dynamic gains can generate
growth throughout an economy, including in non-export sectors (Kreinen 1995).

Regional trade integration is a useful vehicle, then, for promoting free trade
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among a group of countries more quickly or deeply than may be possible at the
global level (De Melo and Panagariya 1992; Sager 1997).

The empirical evidence supports the link between open trading policies and
economic growth, both generally and through the impetus of regional agreements.2

In the European case, the link between integration and improved economic
performance is strong. For example, it has been estimated that the completion of
the European single market in 1992 has resulted in an additional 300,000–
900,000 jobs (World Trade Organization 2003).

Between 1958 and 1970, trade among the initial European Union members
increased six-fold, and three-fold with the rest of the world. Average gross national
product increased by 70 per cent. Davison has analysed the effect of European
Union accession on the nine countries that then joined between 1973 and 1995.
In the year they applied to join the European Union, all but one had growth rates
below the European Union average; in the year following accession, all had
growth rates exceeding the European Union average, except for Denmark (below
average) and Greece (equal to average) (Davison 1998). Over time, relatively
poorer countries that joined the European Union, such as Ireland, Portugal and
Spain, all converged toward the European Union average after accession (see
Kaitila 2004). In 1973, when Ireland joined, its per-capita income was 62 per
cent of the European Union average; in 2002, it was 121 per cent. The Irish
President of the European Parliament has said that European Union membership
turned Ireland ‘from a stagnant, backward, failed part of the British regional
economy into a modern and prosperous European country’ (‘Dancing an Irish jig’,
The Economist, 17 April 2004).

Likewise, the countries that joined the European Union in May 2004 have
experienced higher growth than existing European Union members, as a result of
trade integration and the economic reforms they undertook as part of the accession
process.3 Shortly after their independence, the European Union created a network
of bilateral trade agreements with these countries, and then later insisted that
acceding countries must be competitive market economies.4 As a result, the
European Union ‘became the trade anchor of the transformation process in Central
and Eastern Europe’ making the European Union ‘the engine of export growth’ for
these countries, with exports to the European Union from the Central and Eastern
European countries increasing by 53 per cent (Inotai 1994).

The European Union’s trade integration policies, and its insistence on economic
reform, have prompted the International Monetary Fund (IMF) to describe the Central
and Eastern European countries joining the European Union as ‘in many respects
perfect examples of small open economies’ (Cottrell 2003:12). Kaliningrad, an
exclave of Russia surrounded by Poland and Lithuania (both now European Union
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members), provides a contrast to its neighbours which were able to pursue European
Union membership. Its average wage is US$150 a month, roughly half the level in
Lithuania, and one-third of the wage in Poland (Cottrell 2003).

The European Union has also pursued monetary integration as a means of
combating inflation, increasing trade and facilitating further economic reform (see
Yläoutinen 2001). Low inflation is an important element of sustainable economic
growth, encouraging investment, allowing longer-term planning and avoiding boom
and bust economic cycles (see Reserve Bank of New Zealand 1998, 1999). In
Finland, for example, ‘post-war economic policy had produced a pattern of recurrent
bursts of rapid growth and these periods of boom had sowed the seeds for the next
cycle of inflation followed by devaluation’ (Yläoutinen 2001:22). Finland joined the
Euro to win the benefits of ‘lower inflation and more stable economic growth’; the
Euro was viewed as ‘the best guarantee for sustainable, employment-friendly
economic growth’ (Yläoutinen 2001:6, 18).

The European Union has also worked to ensure that economic growth is environ-
mentally sustainable. One of the key arguments made in favour of allowing the Central
and Eastern European countries to join the European Union was that they would be
obliged to adopt European Union environmental safety standards, thus avoiding the
risk of environmental damage from unsustainable industries (Van Ham 1993).

In the Pacific context, Mark Malloch Brown, former head of the United Nations
Development Programme, has argued ‘[y]ou can’t solve the chronic problems of
each of the Pacific island states, the lack of a viable economy, weak political
institutions, you can’t solve it island by island’ (‘UN development body supportive of
Pacific community plan’, ABC Radio, 13 August 2003).5 No Forum island country
has an internal market big enough to drive economic growth on its own, nor will
integration with other Forum island countries be sufficient. Previous efforts at trade
integration between developing countries alone have demonstrated that the internal
markets of such countries ‘were too small relative to world markets to serve as the
engine of growth’ (De Melo and Panagariya 1992:39; see also El-Agraa 1994). De
Melo and Panagariya state bluntly that ‘as far as South–South integration is
concerned, there is no future in it’ (1993:20). Thus, Forum island countries would
benefit from secure access to larger markets, and their industries and consumers
would benefit from competitive imports (Gonnelli 1993). Trade in capital could be
particularly important for Forum island countries. The literature suggests foreign
investment is critical for development, providing increased employment and higher
wages; opportunities to upgrade skills, technology and production methods, leading
to increased productivity; and serving as a stimulus for domestic investment (OECD
1999; Australian Department of Foreign Affairs and Trade 1999c). Finally, trade
integration may also help Forum island countries break the cycle of aid dependency.
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Loo and Tower (1989) found that trade was twice as important as aid for the welfare
of developing countries.

Thus, sustainable economic growth is unlikely to be achieved in the Pacific without
regional integration. Based on the European Union experience, Pacific integration
would contribute to higher levels of trade, improved economic performance and a
stable monetary environment. Further, as with the European Union, regional
integration would provide better mechanisms to enforce the Pacific’s current
environmental agreements.

The European Union and goal two: security

Promoting security has been a core concern for the European Union—the impetus
for integration was the desire to prevent another major war between European
powers. In 1946, Churchill argued for a ‘United States of Europe’.

The fighting has stopped; but the dangers have not...The structure of the
United States of Europe, if well and truly built, will be such as to make the
material strength of a single state less important. Small nations will count
as much as large ones and gain their honour by their contribution to the
common cause (Churchill 2002:957–58).

In 1950, the French Foreign Minister, Robert Schuman, proposed the integration
of heavy industries to ensure France, Germany and other combatants would not go
to war again (Pinder 1994; Fontaine 1995). Garton Ash argues that one of the key
achievements of European integration is

…the unique, unprecedented framework and deeply ingrained habits of
permanent institutionalised cooperation that ensure that the conflicts of
interest that exist—and will continue to exist—between the member states
and nations are never resolved by force…It is an economic community, of
course, but it also a security community—a group of states that do find it
unthinkable to resolve their own differences by war (1998:51).

Given that there were three devastating wars between France and Germany
between 1870 and 1945, helping prevent another war between them would be a
sufficient security achievement. Yet the European Union continues to be a major
contributor to European stability. In the early to mid 1990s, for example, fears were
expressed about a reunited Germany, and the rise of anarchy in the newly liberated
Central and Eastern European countries (Edwards 1992; Hama 1996; Pinder 1994;
Van Ham 1993). Even former German Chancellor Helmut Kohl argued that European
union was needed to ‘contain a potentially dangerous Germany within Europe’
(Feldstein 1997:60).

The European Union deserves much of the credit for peacefully managing both
these challenges. Monetary union helped address fears of German dominance, and
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the prospect of accession to the European Union assisted the Central and Eastern
European countries through the rigours of the transition to a market economy, as w ell
as promoting democracy and protecting minorities. Bertram believes that the European
Union provided a ‘structure of order’ for Eastern Europe following the collapse of
communism (Bertram 1995).6 The process continues, too—Friedman and others
suggest that Turkey’s accession to the European Union is vital for promoting security.7

The European Union has been criticised, though, for its inability to project military
power, and to manage the break-up of the former Yugoslavia (Dettke 1994). This
perhaps misunderstands the nature of the European Union’s contribution to
European security, underselling its achievement in promoting stability through soft
power rather than military force. Nonetheless, future integration efforts can learn
from the European Union experience, and include mechanisms for preventive
diplomacy from the outset.

Contrary to the European Union, Pacific integration will not be driven by fears of
war between states. Instead, internal instability, the risks of potential failed states and
the dangers posed by non-state actors represent the new security challenges. Arguably,
these new challenges would also be alleviated by regional integration, in the same
way that regional integration alleviated inter-state tensions in the twentieth century.8

The European Union and goal three: the rule of law

Perhaps the European Union’s most obvious success has been in promoting the
rule of law. The substantive integration achieved by the European Union would have
been impossible without the legally binding commitments in the European Union’s
various intergovernmental treaties. These treaties have provided clear supranational
rules to guide relations between member states. However, they have also assisted
in promoting the rule of law at the national level, which benefits individual citizens.
For example, the simplification and standardisation of business rules benefits
domestic individuals and companies as well as foreign individuals and companies.8

The European Union’s ‘Copenhagen criteria’, adopted in 1993, specified the
criteria which Central and Eastern European candidate countries had to meet before
being allowed to accede to the Union. According to the criteria, acceding countries
had to demonstrate they ‘had achieved stability of institutions guaranteeing…the
rule of law’ and ‘the ability to take on the obligations of membership’ (European
Union 2003). To this end, candidate countries had to implement 1,400 European
Union laws and regulations, totalling some 80,000 pages, and demonstrate that
they had the administrative and judicial capacity to enforce European Union laws
(European Union 2004; Davison 1998). Thus, they were obliged to create a
transparent legal framework following years of communist rule. It has been estimated
that some 50 per cent of national legislation in member states is now generated by
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the European Union (‘Snoring while a superstate emerges?’, The Economist, 10
May 2003), and that legal integration has proceeded ‘quietly, incessantly, and without
much controversy’ (McManus 1998:126) (whether all the European Union’s laws
are strictly necessary is part of the ongoing, healthy debate between
intergovernmentalists and institutionalists).9

An important element of the rule of law in the European Union context is that
small states have enjoyed legal equality with large states. Yalem, for example, argues
that the legal equality of member states is essential to the success of regional
integration (Yalem 1973). Although there have been times when larger states have
acted according to their own prerogatives—France and Germany, for example,
breached the European Union’s Stability and Growth Pact, to the frustration of smaller
members—this is more of an exception (‘The death of the stability pact’, The
Economist, 29 November 2003) .

The creation of a substantive dispute settlement mechanism in the European Court
of Justice has allowed members, small and large, as well as individual citizens, to assert
their rights and resolve disputes in a peaceful manner. The creation of a system based
on rules rather than power is no small achievement after centuries of European conflict
(World Trade Organization 2003), where large states overran small states.

Thus, the European Union has been highly successful in promulgating the rule of
law. Falk argues that ‘European regionalism has demonstrated that it is possible to
extend the rule of law beyond the state, often promoting further human rights gains’
(Falk 1995:85). In the Pacific context, greater commitment to the rule of law would
benefit all Forum members, small and large. The Pacific could usefully emulate the
European Union model of comprehensive agreements between members being
backed up by a regional dispute settlement mechanism.

The European Union and goal four: democracy

From its outset, the European Union has insisted that members must be
democracies. Article 237 of the Treaty of Rome stated that the European Union was
‘open to all democratic European nations’.10 Greece, Portugal and Spain all joined
after periods of non-democratic government (Dettke 1994). Bertram and others
have argued that European Union membership helped these countries emerge
‘from authoritarian regimes to make the transition to social and democratic stability’
(Bertram 1995:67; see also Van Ham 1993; Wright 1998). Indeed, the European
Union allowed Greece to join even though it technically did not meet other criteria,
‘partly on the grounds that membership would safeguard Greek democracy whereas
exclusion might put it at risk’ (Cottrell 2003:20).

The Copenhagen criteria also specified that acceding countries must have
‘institutions guaranteeing democracy’. This provided an important incentive for the
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newly independent Central and Eastern European countries to maintain democratic
polities, especially where there was no history of democratic government (Henig
1997). This achievement should not be underestimated. Dettke, for instance, warned
in 1994 of ‘the weakness of, and lack of experience with, the institutions of civil
society and democratic pluralism’ and ‘the danger of relapse into authoritarian
forms of government’ in these countries (Dettke 1994:183). However, the accession
process gave these countries ‘the motivation and the models they need[ed] to
entrench or restore democratic institutions’ (Cottrell 2003:20).11

Thus, European Union membership has worked as an incentive for reinstating or
reinforcing democracy. The European Union’s efforts to facilitate economic
development have also contributed to stronger democracy. Economic development

Table 5.1 Phases in the development of the European Union

Phase Year Countries
1 1951 Belgium 

France
Germany
Italy
Luxembourg
Netherlands

2 1973 Denmark
Ireland
United Kingdom

3 1981 Greece
4 1986 Portugal

Spain
5 1995 Austria

Finland
Sweden

6 2004 Cyprus
Czech Republic
Estonia
Hungary
Latvia
Lithuania
Malta
Poland
Slovak Republic
Slovenia

7 acceding Bulgaria
Romania

8 candidate Turkey
Croatia

Source: http://europa.eu.int/comm/enlargement [accessed 4 October 2005].
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has allowed Europe to avoid the threats to democracy previously inspired, at least in
part, by economic stagnation and inequality.12

The European Union has also worked to ensure that democratic majority rule
has not been at the expense of protection for minorities. The Copenhagen criteria
required institutions guaranteeing human rights and protection of minorities. Again,
Dettke worried that ‘every single East European state has a minority problem within
or outside of its borders’ (Dettke 1994:183). Yet, in contrast to the obvious example
of the former Yugoslavia, acceding countries managed to work through minority
issues peacefully.

Notwithstanding its success in reinforcing national democracy, it is more
debatable whether the European Union has been successful in promoting
transnational democracy. Arguably, the European Parliament has been the most
underdeveloped of the European institutions—indeed, many authors have highlighted
the risk of a ‘democratic deficit’ from European integration (see, for example,
Featherstone and Sonntag 1984; Neunreither 1994; Weiler 1997). Zuleeg (1997)
suggests a democratic deficit occurs when sovereignty is transferred to the
supranational level, weakening democratic legitimation at the level of the nation–
state, without sufficient compensation at the supranational level.. Weiler argues the
European experience has meant that ‘the value of each individual in the political
process has inevitably declined, including the ability to play a meaningful civic role in
European governance’ leading to ‘a continuing sense of alienation from the Union
and its Institutions’ (Weiler 1997:65, 151). Thus, it is vital that regional integration
efforts find ways to engage individual citizens.

The European Union demonstrates that regional integration can have an
important normative influence in the promotion and protection of democracy. The
challenge, then, for a Pacific integration project is to find mechanisms to promote
democracy at the national level, as well as reinforcing the democratic legitimacy of
the integration effort itself.

The European Union and goal five: integration with the wider region

The European Union has been successful in deepening its integration process, but it
has been as successful in widening the process. The European Union’s membership
remained static in its first twenty years because of France’s veto over new members
(Fontaine 1995). Since then, it has adopted a dynamic approach to membership,
expanding to 25 countries, with more in prospect. The following table lists the various
phases in the European Union’s expansion.

Robert Keohane and Joseph Nye (1977) first distinguished between hard and
soft power. Hard power refers to military capabilities, and the ability to use threats or
rewards to get others to do what they otherwise would not. In contrast,
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…soft power is the ability to get desired outcomes because others want
what you want. It is the ability to achieve goals through attraction rather
than coercion. It works by convincing others to follow or getting them to
agree to norms and institutions that produce the desired behavior. Soft
power can rest on the appeal of one’s ideas or culture or the ability to set
the agenda through standards and institutions that shape the preferences
of others…If a state can make its power legitimate in the eyes of others and
establish international institutions that encourage others to define their
interests in compatible ways, it may not need as many costly traditional
economic or military resources (Keohane and Nye 1998:84).

The European Union can be regarded as one of the most effective projections of
soft power, given its continued success in attracting new members. For the Central
and Eastern European countries, the European Union ‘offered a vision of freedom
and prosperity for which countries hungered after decades of communist rule’
(Cottrell 2003:20). Countries queue to join the European Union and accept its
market disciplines in return for the benefits of belonging to a wider organisation. In
turn, democracy and economic growth are strengthened in the acceding country
(Kelly 2003c). Existing members enjoy the benefits of stability, new markets and
investment opportunities (Lintner 1997).

The benefits of the European Union’s integration with the wider region are two-
fold. Expansion has promoted sustainable economic growth, security, the rule of law
and democracy over much of Europe. Yet the European Union’s size gives it the
ability to project power into the wider world. Ongoing integration has made the
European Union the world’s largest trading bloc (European Commission 1999),
giving it considerable negotiating power in multilateral and bilateral trade
negotiations—far more power, of course, than any one European state could marshal—
and an effective bloc in the United Nations when united (see Brückner 1990).

A Pacific integration project would offer members the opportunity to influence
and exercise soft power over each other. Just as important would be their ability to
promote wider integration and to project soft power into the world.

Developing the Forum: the Oceania Community

In the mid 1990s, Inotai argued that the

…traditional behaviour of the [European Union] toward Central and Eastern
Europe is based on emergency support to the most needy countries. This
approach does not offer sustainable stability because it treats the
symptoms of the problem rather than its cause. Such an approach does not
contribute to economic modernisation [and]…[e]mergency support helps
strengthen the rent-seeking mentality of certain actors (1994:163).

Yet there were alternatives to this approach to the struggling European states, in
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precisely the same way that there are alternatives if Forum members wish to truly
assist the Pacific’s struggling states. The European Union, ‘in contrast to traditional
international organisations, does not stop at the national borders of its members but
reaches into their domestic structures and procedures, allowing nation-building from
within—the only location from which it can be done with any hope of success’ (Bertram
1995:40). This degree of impact on a state’s internal sovereignty is only possible if
there is a sense of genuine shared endeavour. European Union members accepted
the challenges of reforming the Central and Eastern European countries, and they
succeeded, but only because they offered full membership of the European Union in
return. In the Pacific context, Australia cannot hector from ‘outside’ the region, as it
has often sought to do: it can lead the quest for regional order by exercising soft power,
but it must also be an integral, intimate partner in the process.

Thus, to resolve the region’s challenges, Forum members must pursue substantive
regional integration, and the Forum must become the core of new, more dynamic
organisation, in the same way that the initial six-member European Coal and Steel
Community has served as the core for the 25-member European Union.

Regional organisations have often changed their names to advertise new
substance and new membership. The European Coal and Steel Community evolved
to the European Economic Community, to the European Union, which may yet evolve
to the United States of Europe. The Organisation of African Unity likewise reformed
under the banner of the African Union.

‘Oceania Community’ is proposed as a new name for the Pacific Islands Forum.
‘Forum’ implies a vehicle for conveying views and raising concerns. ‘Community’
better conveys the sense of a group of states pursuing joint solutions to common
problems. Consistent with my intergovernmentalist approach, I choose ‘Community’
instead of ‘Union’ because my vision is for a group of nation-states coming together
to pursue common solutions to the challenges of the region, rather than a group of
nation-states agreeing to create a Pacific super-state. Different structures may be
needed in 50 years’ time, but the timeframe of my concern is the next 20 years. So
the book is about establishing a community, rather than a union, and ‘Oceania’ is
used to distinguish this initiative from existing institutions.

To give effect to the goals of sustainable economic development, security, human
rights, the rule of law and democracy, I propose that the Oceania Community should
consist of

• a trade order, given form in a common market
• a monetary order, involving joint measures to promote monetary cooperation,

such as inflation targeting and monetary union
• a security order, consisting of a crisis prevention and management centre

and a standing peace monitoring group
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• a human rights order, embodied in a human rights commission
• a legal order, led by a regional court, dealing with human rights, environmental,

trade and constitutional issues
• a political order, involving a regional parliament
• a commitment to pursuing the integration process with the wider region.
For this level of integration to be achieved, though, community members must

be committed to the rule of regional law, and a shared regional sovereignty.

The rule of regional law

Substantive regional integration will only come about through legally binding
commitments. Countries interested in building regional order must be committed to
the regional rule of law. This would mean recognising that all states are equally bound
by the agreements of the Oceania Community, and accountable to the Community’s
institutions.13 This would protect the interests of large and small members, as the
European Union has demonstrated. A commitment to the law of the Community
would also allow states and their citizens to be more strategic in their long-term
planning, thereby affording greater security and certainty.14 This is one of the key
opportunities afforded by a Pacific integration project—regional integration ensures
that the rule of law governs relations between states, but also between states and
their citizens, and between citizens. As the European Court of Justice has stated,
‘[c]ommunity law…not only imposes obligations on individuals but is also intended to
confer on them rights which become part of their legal heritage’ (Case 26/62, Van
Gend en Loos v Nederlandse Administratie der Belastigen, 1963 ECR 1, 12).

Thus, the rule of law is a key plank of regional integration. To advance regional
integration, the New Zealand government report, Towards a Pacific Community,
proposed ‘an umbrella compact which pulls together within a Forum framework the
instruments of regional security that are already in place…The goal is…a community
of countries working together to help meet the needs and concerns of the region’
(South Pacific Policy Review Group 1990:224). To give effect to the rule of law, the
constitution for the Oceania Community should consist of such an umbrella compact,
or single undertaking treaty, made up of a number of agreements that all members
of the Community would have to ratify. The single undertaking treaty would consist
of the following main agreements to

• establish a common market
• commit members to a common band of acceptable inflation
• establish permanent security mechanisms
• establish a regional human rights charter, and a regional human rights

commission



93

From a Forum to a Community

• establish a regional court
• establish a regional parliament.

In addition to the compulsory single undertaking treaty, there would be optional
protocols on telecommunications liberalisation, monetary union and some aspects
of the jurisdiction of the regional court (Figure 5.1).

The single undertaking treaty incorporates the critical agreements, the minimum
amount of integration needed to promote the five goals of regional order. The optional
protocols would include important further integration initiatives for those members
that are ready, but these are not critical to the establishment of the Oceania Community.

Figure 5.1 Structure of the Oceania single undertaking treaty

OCEANIA SINGLE UNDERTAKING TREATY

Common Market Agreement
Sub-agreement on Trade in Goods

Sub-agreement on Trade in Services
Sub-agreement on Trade in Investment

Sub-agreement on Labour Mobility

Inflation Targeting and Monetary
Cooperation Agreement

Security Agreement

Human Rights Charter and Human
Rights Commission Agreement

Regional Court Agreement

Regional Parliament Agreement

Optional Protocol on
Telecommunications Liberalisation

Optional Protocol on Monetary Union

Optional Protocol on Additional
Jurisdiction for the Regional Court
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Regional order and global order

It is crucial that Oceania Community law draws on the law of the global system, to
the extent that it is applicable. This is because regional initiatives that are not
informed by the values and law of the global system can be inward-looking and
xenophobic, contributing to world disorder. As discussed in Chapter Two, the Pacific
Way is sometimes promulgated by élites to cover up their own considerable interests
whilst facilitating widespread discrimination (Howard 1991). Even the European
Union, the best example of a framework for promoting regional order, has flaws. The
European Union’s trade policies lock out the most efficient producer, often located
in a developing country, through massive agricultural subsidies.15 In its negotiations
for ‘free’ trade agreements, the European Union pressures developing countries
into accepting sub-standard agreements that carve out sensitive sectors such as
agriculture, which then reduces the pressure on the Union to make concessions in
multilateral negotiations.16 Further, critics argue that the European Union’s
development assistance policies often serve to trap developing countries into
commodity-based economies, instead of facilitating more productive and profitable
service industries.17

These potential negatives of regionalism demonstrate the need to relate regional
initiatives to more general norms and interests. Forum members risk losing more
from damaging the United Nations and the World Trade Organization than they
stand to gain from regional integration efforts that do not support the global system.
So it is vital that Forum members utilise the Oceania Community to promote the law
of the global system—the United Nations, the World Trade Organization and the
International Labour Organization—in our region.

There will be areas where the Oceania Community should rightly surpass the
global system—for example, in the promotion and regulation of investment, the
movement of workers and the promotion of democratic participation in supranational
governance. Innovative measures taken through the Oceania Community may serve
as precedents for the global system. But where there is an existing precedent, the
Oceania Community should work to give local effect to it so as to contribute to and
uphold world order.

Therefore, in detailing proposals for the Oceania Community, future chapters will
work from global precedents where relevant. Thus, the Oceania common market
should uphold WTO law generally, and the provisions on regional trade agreements
in GATT Article 24 and GATS Article 5 specifically. The Oceania security mechanisms
should be consistent with the UN Charter, and its provisions for regional security
arrangements. The Oceania human rights charter should develop the UN human
rights covenants, not undermine them.
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Developing a regional sovereignty

The Oceania Community’s authority will depend on the extent to which current
Forum members are willing to invest more national sovereignty in developing the
Forum. This is the second key plank of regional integration. As discussed in Chapter
Four, Forum members have so far only slowly embraced measures that impact on
their internal sovereignty (given that there is no treaty between Forum members
and that it is guided only by an understanding that the heads of government will
meet annually, an argument could be made that members have not invested any
sovereignty in the Forum).

Consequently, the Forum’s effectiveness has been constrained. Forum citizens
and governments need to be convinced that looking to sovereignty, or authority,
outside their own country does not damage their national interest. Resolving the
region’s challenges depends on the willingness of citizens and national governments
to embrace new and larger forms of sovereignty. A consideration of the region’s
security challenges makes this clear. Terrorists and transnational criminals move
outside the traditional forms of state-based sovereignty; only by also moving beyond
these traditional forms and embracing collective security can the impact of terrorism
be reduced. Closer integration is the key. We have already had some indication of
how this may develop in the Biketawa Declaration—the Forum’s gradual embrace of
more intrusive security measures paved the way for the Solomon Islands intervention.

Granted, a careful cost–benefit analysis should be made when deciding whether
to agree to measures that will impact on internal sovereignty. It is appropriate that
citizens maintain a healthy scepticism about investing national sovereignty in
supranational organisations. National politicians and international bureaucrats
should have to justify why such an investment is necessary. However, the serious
challenges confronting the Pacific demand a new approach to resolve them. Forum
members must invest a certain amount of sovereignty in carefully targeted regional
measures.

The effectiveness of an international organisation depends on the amount of
sovereignty that its members are willing to invest in it. Investing sovereignty is like
any other investment—Forum members have to put in enough to make it worthwhile.
This, for example, is a limitation of APEC—countries have not invested enough
sovereignty, or authority, in APEC to make it much more than a forum for dialogue
and trade facilitation (Australian Department of Foreign Affairs and Trade 2000;
Ravenhill 2000; Rudner 1995). Already, though, investing sovereignty in multilateral
organisations and treaties has brought great benefits for Forum members. A key
example is the Law of the Sea negotiations, which granted Forum island countries
their 200-mile exclusive economic zones. So it should be, too, with the Oceania
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Community. As the European Union demonstrates, much can be achieved at the
regional level—the European Union’s sovereignty in WTO negotiations is far more
powerful than the sovereignty of any of its individual members.

Lintner argues that the impact of globalisation has led many European countries
to conclude that European Union membership and pooling sovereignty is the ‘only
realistic means of maintaining control over their economic (and indeed political)
destinies’ (1997:171). Heiberg states that ‘in an increasingly globalised and
interdependent world, states will have to be very large or pool some of their
sovereignty into regional organisations such as the European Union in order to have
influence in international affairs’ (1998:193).

Structure and funding of the Oceania Community

Structure

The evolution of the Pacific Islands Forum to the Oceania Community will demand
institutional innovation to prevent the duplication of organisations, ensure regional
resources are productively allocated to where they are most needed, and facilitate
the development of an Oceania voice and the prosecution of Oceanian interests on
the world stage.

The current institutional structure of the Pacific Islands Forum and associated
organisations was shown at Figure 4.1. Figure 5.2 shows the proposed institutional
structure for the Oceania Community.

This diagram demonstrates that the important features of the current Pacific
institutions would be retained in the Oceania Community. For example, the Pacific
Islands Forum becomes the Oceania Forum of Heads of Government, the equivalent
of the Council of Heads of Government in the European Union. However, the Forum
Fisheries Agency, the South Pacific Regional Environment Programme and the South
Pacific Applied Geoscience Commission should be incorporated into the Environment
Division of the Oceania Commission. The need for the South Pacific Organisations
Coordinating Committee would be eliminated.

Ministerial meetings in the Pacific Islands Forum currently take place annually,
with senior officials’ meetings being, at best, an ad hoc process. Under the proposed
Oceania Community, ministerial councils would be held twice a year, and senior
officials’ councils six times a year.

Funding

This section discusses funding for the Oceania Community, which would facilitate a
new approach to aid in the Pacific. As discussed in Chapter Two, aid in the Pacific is
currently problematic on two levels. The first issue is that Forum island countries
‘resent the dependence of their countries on aid’ (Henningham 1995:20). The
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second issue is that aid has failed in most cases to put Forum island countries on
the path to sustainable economic development.

The first issue is a problem of political perception. As discussed in Chapter Four,
the Forum Secretariat and its programs are funded through two budgets—the regular
budget, for which all Forum members are responsible through assessed contributions,
and an extra budget, which is funded by Australia, New Zealand, non-Forum members
and international organisations. In addition, Australia and New Zealand disburse
substantial bilateral aid.

 Figure 5.2 Proposed structure of the Oceania Community
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To remove some of the political problems, the Community’s budget should be
funded through a regional system of progressive taxation, and there must be a
single budget to which all Community members contribute. This would assist in
removing the perception of aid as a form of charity and hence, a source of resentment.

I propose the following adjustments to the Forum’s current contributions (Table
5.2). I am guided by a country’s GDP in determining each member’s contribution, but
this is not an absolute determinant. Strictly followed, basing taxation on GDP would
mean that Australia and New Zealand would contribute close to 100 per cent of the
Forum’s budget. Even given the vast differences in GDP, all Forum members should
be contributing something to develop a sense of ownership and pride in their regional
organisation. The reality is that all members with the exception of Australia and New
Zealand would receive far more in regional transfers that the amount they are taxed.

Expressed in percentage terms, Australia’s contribution to the Oceania
Community would be, at 64.25 per cent, much larger than its current contribution of
37.16 per cent to the Forum’s regular budget. This, however, reflects the fact that
Australia is currently a major contributor to the Forum’s extra budget, which would
be integrated into this single budget (Australia is also currently a large bilateral
donor, some of which may instead be channeled into the Oceania Community budget).

Expressed in percentage terms, all other Forum members would be contributing
a smaller percentage to the regional organisation’s budget than they do currently.

Table 5.2 Proposed regional taxation system (for the commencement of the
Oceania Community)

Percentage of the
Community budget

Australia 64.25
New Zealand 20.00
Papua New Guinea 5.00
Fiji 2.00
Federated States of Micronesia 1.00
Samoa 1.00
Solomon Islands 1.00
Vanuatu 1.00
Tonga 0.75
Palau 0.75
Marshall Islands 0.75
Cook Islands 0.50
Kiribati 0.50
Nauru 0.50
Niue 0.50
Tuvalu 0.50
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The reality is, however, that the Oceania Community’s budget would be larger than
the Forum’s budget, given the greater range of activities. Thus, in monetary terms,
members may end up contributing the same, or even more, to the regional
organisation. Even if there were slight increases in monetary contributions this would
be still fair, since the benefits of the Oceania Community would be greater than
those of the Forum.

In terms of addressing the second issue, the failure to set Forum island countries
on the path to sustainable economic development, it must be admitted that Pacific
aid has often not been tied to any strategic outcomes (for example, until recently,
Australia’s aid to Papua New Guinea consisted of substantial direct transfers to the
Papua New Guinea budget).

In the European Union context, however, aid has played a vital role in narrowing
the gap between the European Union’s richer and poorer countries (see Bornschier,
Herkenrath and Ziltener 2004). The European Union demonstrates that aid can
make a critical contribution to the realisation of the goal of sustainable economic
development in the context of regional integration. As discussed above, the
European Union had the commitment, and the strategic vision, to use its aid
relationship with Central and Eastern European countries to facilitate economic
reform in those countries. It pursued ‘clear-cut modernisation…based on a medium-
term comprehensive package that includes substantial financial transfers…in
exchange for strict but reasonable conditions’, to win better results and reduce
long-term outlays (Inotai 1994:163). It did not display any embarrassment in
pursuing this ‘normative straitjacket’ either (Murphy 1995:119). As the European
Commission argued, ‘in return for concrete progress in the implementation of
political, economic and institutional reforms, the EU’s neighbourhood is to benefit
from the prospect of closer economic and political links with the EU’ (European
Commission 2003:7).

In the earlier years of the Oceania Community, substantial technical assistance
would be needed to enable Forum island countries to implement the commitments
proposed in the Oceania common market agreement and the Oceania inflation
targeting and monetary cooperation agreement. Over time, the technical assistance
component of aid will fall as reform is implemented and the number of Forum
island country citizens participating in the Oceania labour mobility programs increases
(these labour mobility programs will be discussed in the next chapter; they will entail
their own costs, and can rightly be regarded as a substitute for other forms of aid). As
Inotai argues, substantial initial outlays are needed to enable reform (Inotai 1994),
but the strategic intention in doing this is to reduce long-term outlays, not to institute
a permanent and greater dependence.
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To facilitate the strategic use of aid, the Forum’s richer members should commit
to five-year programs rather than annual funding. This would allow Forum island
countries to engage in longer-term planning. It is reasonable to expect Forum island
countries to commit to long-term reform to promote sustainable economic
development; but it is also reasonable to expect richer Forum members to commit
to long-term support for this process.

Ultimately, aid can provide a safety net and a hand-up but it cannot underwrite
individual countries’ development: aid alone cannot correct the pursuit of unsound
national policies. Yet moving to a system of regional taxation would correct some of
the political problems in Pacific aid, and utilising aid to support the economic reform
inherent in the Oceania agreements would introduce greater strategic rigour (and
limit the potential to pursue unsound national policies). Given reciprocal binding
commitments to Pacific regional order, richer countries can and should facilitate a
supportive regional environment, better enabling poorer countries to promote
sustainable economic development.

Conclusion

This chapter has further detailed a new strategic vision for the Pacific, developing
the respective visions proposed by the Australian Parliamentary Committee and the
Forum Leaders in the Auckland Declaration. It has outlined the European Union’s
success in promoting the five goals of regional order, and proposed that Forum
members seek to emulate this success through a renamed and reconceptualised
Pacific Islands Forum: the Oceania Community. Yet this will only be possible if Pacific
states embrace the binding legal commitments and shared sovereignty that are
inherent in the regional integration process. I have argued, too, that Forum members
have much to gain by working at the global and regional levels in tandem, drawing
on the existing legal and normative framework of the global system to pursue
integration. The proposal for the structure and funding arrangements for the Oceania
Community represents a new approach to the difficult issue of Pacific aid.

The first stage of Pacific regionalism was a colonial creation—the South Pacific
Commission. Until recently, the second stage focused on polite discussions in the
Forum. It is now time for the third and substantive stage, where members embrace
an organisation, modelled on the European Union, that will be more effective in
resolving the region’s challenges, and more powerful in prosecuting its wider
interests. Ensuing chapters consider the detailed plans needed to realise this
strategic vision—an agenda for the Oceania Community that will build the foundations
for Pacific regional order.
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Notes
1 As Gonnelli states ‘in order to become wealthier, countries want to use their resources—

labour, land and capital—as efficiently as possible’ (1993:9).
2 See, for example, Organisation for Economic Co-operation and Development, ‘trade and

foreign direct investment are major engines of growth in developed and developing countries
alike…In the last decade, countries that have been more open have achieved double the
annual average growth of others’ (1999:5); Carbaugh, ‘the phenomenal growth in international
trade over the last half century has led to a rapid increase in the living standards of all
countries pursuing policies that encourage trade’ (1995:3); Australian Department of Foreign
Affairs and Trade, ‘economies with strong institutions and open policies have grown at nearly
eight times the rate of those with weak institutions and closed policies’ (2000:viii); Gould,
Ruffin and Woodbridge (1993); World Bank (1987), which classifies countries by trade
orientation, finding that outward oriented countries experienced greater growth.

3 Studies by the European Commission suggested that the latest phase of enlargement would
increase GDP growth in the acceding countries by between 1.3 and 2.1 percentage points
annually, and by 0.7 percentage points for existing members. Conservatively, there would be
an economic gain of 23 billion euro for new members and 10 billion euro for existing
members.

4 The Copenhagen criteria, adopted in 1993, insisted that acceding countries must demonstrate
‘the existence of a functioning market economy as well as the capacity to cope with competitive
pressure and market forces within the union’.  Avai lable online at http://
europa.eu.int.enlargement/agenda2000/strong/2.htm [accessed 11 November 1999].

5 Transcript available at http://www.abc.net.au/am/content/2003/s923089.htm.
6 Heiberg argued that ‘the stability and economic development that is likely to come from EU

membership will enhance the strength and stability of [acceding] countries and, with economic
development and a higher standard of living, their internal stability will be improved’
(1998:194–95).

7 According to Friedman, refusing Turkey admission to the European Union would be a ‘hinge
of history mistake’. The Economist likewise argues that it would be ‘a geo-strategic error of
historic proportions’ (see Friedman 2004; ‘The importance of backing Erdogan’, The Economist,
31 January 2004; ‘Turkey belongs in Europe’, The Economist, 7 December 2002).

8 Lodgaard (1991) comes closest to addressing these issues, when he suggests that the arms
trade, secessionist movements and environmental problems could be addressed through
regional mechanisms.

9 For example, European Union regulations even dictate the permissible curvature of imported
bananas (Feldstein 1997).

10 The updated version, in Articles 49 and 6(1) of the Maastricht Treaty, is that ‘any European
state which respects the principles…of liberty, democracy, respect for human rights and
fundamental freedoms, and the rule of law…may apply to become a member of the Union.’

11 For example, in Slovakia a new coalition was elected in 1998 because the ‘arbitrary rule’ of
the country’s previous leader risked Slovakia’s European Union accession.

12 Average per capita income in the initial 15 European Union members was US$22,740 in
2002 (Cottrell 2003).

13 Compare with Hayek 1944:54.
14 Compare with Hayek 1944:54.
15 Almost 50 per cent of the European Union’s budget is devoted to agricultural subsidies

(European Commission 2000).
16 Australia was a frequent critic of these provisions at the WTO Committee on Regional Trade

Agreements.
17 Matthews notes that ‘critics maintain that the Lomé process perpetuates the historic division

of labor, allocating the production of primary commodities to Africa and the production of
industrial goods to Europe’ (1991:5). See also Sawyerr (1986).


