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Free trade

Lack of development is one of the prime causes of Pacific disorder.1 A key test of
Pacific regional order would thus be whether it can facilitate sustainable economic
development. As discussed in previous chapters, economic theory and the
experience of the European Union, CARICOM and other substantive regional
integration projects suggest that increased trade leads to greater economic growth.
Thus, a comprehensive common market—promoting trade in goods, services,
investment and labour—would be the Oceania Community’s most important initiative
for lifting Pacific economic growth.

Therefore the Oceania single undertaking treaty should include four agreements
to establish the Oceania common market

• an agreement on free trade in goods, to help Forum island countries develop
more competitive goods, and to address their current trade concerns

• an agreement on free trade in services to facilitate the diversification of Forum
island economies into the skills-intensive and high-wage services sector

• an agreement on free trade in investment, so that Forum island countries
can attract the private capital they need to underpin economic growth

• an agreement on labour mobility, vital for improving Forum island countries’
skills base and raising the level of remittances flowing back to their
economies.

These agreements would forge a comprehensive trade order and in turn an
integrated Oceania economy. This chapter considers how the PACER–PICTA framework
could be developed into a comprehensive common market agreement, and outlines
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a plan to achieve free trade in goods, services, investment and labour, in accordance
with the WTO agreements where relevant. The issue of an appropriate
implementation period for the common market is then addressed.

There are many issues involved in creating a common market. This chapter sets
out a legal framework to guide the common market and to identify the major
implementation issues; however, not every legal or implementation issue is
considered. As will be clear, there is much that Forum island countries must do
better to achieve an Oceania common market, but there are also many areas where
Australia has to do better by its regional partners.

Developing the PACER–PICTA framework

The European Union experience suggests that an Oceania common market would
be an important vehicle for promoting sustainable economic development. The
PACER–PICTA framework, discussed in Chapter Four, represents a potentially vital
beginning in this regard. It implicitly acknowledges that free trade has been the
missing ingredient in the Pacific growth equation. At this time, however, PACER–
PICTA only sets out an agenda for trade liberalisation between Forum island countries,
rather than all Forum members.

But the PACER–PICTA framework does provide a roadmap for future regional
integration between all Forum members. In the preamble, Forum members commit
to encouraging ‘trade liberalisation and economic integration in the Pacific region,
with a view to the eventual full and complete integration of all sectors of their
economies’ (PACER, Preamble). This commitment will only be realised through a
comprehensive Oceania common market.

There are two specific triggers in PACER for when Forum island countries have to
negotiate a free trade agreement with Australia and New Zealand, and, potentially,
one general trigger. The two specific triggers are

• a commitment to commence ‘consultations’ with Australia and New Zealand
with a view to negotiating a free trade agreement in the event that Forum
island countries commence negotiations with any OECD country, or any other
country with a GDP higher than that of New Zealand (PACER, Article 6)

• a commitment to commence free trade agreement negotiations with Australia
and New Zealand eight years after PICTA enters into force (PACER, Article 5)
(PICTA entered into force in 2003, so this would be 2011) (Australian
Parliamentary Committee 2003).

The potential general trigger is that Forum members agree to a major review of the
agreement within three years of its entry into force, and every three years thereafter
(PACER, Article 16).
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Rather than waiting until 2008 (when a Forum island countries–European Union
agreement is implemented), or 2011 (eight years after PICTA), or later, all Forum
members must demonstrate the courage to develop the PACER framework fully as
soon as possible. In the PACER framework, Forum island countries have accepted
that in the future they will enter a free trade pact with Australia and New Zealand. In
the meantime, their attitude is ‘make us an offer’. One Forum Secretariat official said,
‘Forum island countries are crying out for a deal—they will happily put everything on the
table, as long as Australia and New Zealand are prepared to do so as well’ (personal
communication). Therefore, a major review of PACER should occur as soon as possible,
with the intention of initiating negotiations for the Oceania common market.

Ultimately, the Oceania agreements must supercede PACER–PICTA. Pacific
regional order demands more than various agreements amongst sub-sets of the
Forum. There needs to be one overarching structure, so that PICTA—and Australia
and New Zealand’s Closer Economic Relations (CER) agreement2—can be folded
back into a larger, more comprehensive agreement. When Australia, New Zealand,
the Forum island countries and the Forum Secretariat are serious about pursuing
sustainable economic development and strategic foreign policy outcomes, they will
move beyond discussing a free trade area for goods alone, and tackle services,
investment and labour mobility.

I turn now to a consideration of how a comprehensive trade order between the
Forum’s richer and poorer members could be achieved in goods, services, investment
and labour by 2025.

Goods

Liberalising trade in goods involves reducing the tariffs on goods imported from
another country, as well as reducing non-tariff barriers that inhibit trade, such as
onerous customs procedures. It is vital that the Oceania goods agreement address
both of these impediments to free trade.

Tariffs are typically applied as a percentage of the cost of the product being
imported. Through PICTA, Forum island countries committed to the trade liberalisation
schedules between themselves (Table 6.1). Small island states and least-developed
Forum island countries committed to the schedules shown in Table 6.2.

Each Forum island country was also entitled to submit a ‘negative list’, detailing
products they were planning to exempt from the free trade regime for the foreseeable
future because of their sensitivity (PICTA, Annex III). Forum island countries also
committed themselves to regular reviews of the agreement, with the intention of
removing products from the negative lists and speeding the liberalisation schedules
(PICTA, Article 23).
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Table 6.2 Goods liberalisation among less developed Forum island countries

Maximum tariff (per cent)
Base tariff on goods on entry on goods from
into force of this Agreement 1.1.2004 1.1.2006 1.1.2008 1.1.2010 1.1.2012

More than 25% 25 17.5 10 5 -
More than 20%; notmore than 25% 20 15 10 5 -
More than 15%; notmore than 20% 15 10 5 -
More than 10%; notmore than 15% 10 5 -
Not more than 10% -

Source: Pacific Island Countries Trade Agreement (PICTA), Annex II.

Table 6.3 Goods liberalisation between Forum island countries and Australia
and New Zealand

Maximum tariff (per cent)
on goods from

Base tariff on goods on Entry into
entry into force of this force of this
Agreement Agreement 1.1.2010 1.1.2015 1.1.2020 1.1.2025

More than 20% 20 15 10 5 -
More than 15%; not more than 20% 15 10 5 -
More than 10%; not more than 15% 10 5 -
More than 5%; not more than 10% 5 -
Not more than 5% -

Source: Pacific Island Countries Trade Agreement (PICTA), Annex II.

Table 6.1 Goods liberalisation among Forum island countries

Maximum tariff (per cent)
on goods from

Entry into
Base tariff on goods on entry force of this
into force of this Agreement  Agreement 1.1.2004 1.1.2006 1.1.2008 1.1.2010

More than 20% 20 15 10 5 -
More than 15%; not more than 20% 15 10 5 -
More than 10%; not more than 15% 10 5 -
Not more than 10% -

Source: Pacific Island Countries Trade Agreement (PICTA), Annex II.
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This same regime could be adopted in the Oceania goods agreement, albeit over a
longer implementation period (Tables 6.3 and 6.4).

One important factor is the loss of tariff revenue that Forum island countries
would experience as a result of implementing free trade with Australia and New
Zealand. In this respect, Australia and New Zealand should provide technical
assistance to aid in the introduction of value-added taxes. As can be appreciated
from this issue alone, a crucial part of the goods agreement would be the trade
facilitation and technical assistance measures to which Australia and New Zealand
committed themselves.

Non-tariff barriers

One consequence of falling tariffs is that non-tariff barriers become the more
important impediment to free trade in goods. There are four areas to address in the
Oceania goods agreement: rules of origin, quarantine, anti-dumping actions and
emergency actions. The strategic goal would be to harmonise standards and
regulations across the region, and for Forum island country exports to meet the
quarantine and technical standards of developed country markets. Given Forum
island country sensitivities, it will be impossible to sell Forum island countries on
the benefits of signing on to a comprehensive trade order if Australia does not assist
in these areas.

Rules of origin

Rules of origin are a necessary part of any free trade agreement. With a free trade
agreement, as opposed to a customs union, members maintain their own separate
tariff regimes against countries outside the agreement. This can be represented as
shown in Figure 6.1.

Table 6.4 Goods liberalisation between less developed Forum island
countries and Australia and New Zealand

Maximum tariff (per cent) 
Base tariff on goods on entry on goods from
into force of this Agreement 1.1.2007 1.1.2010 1.1.2015 1.1.2020 1.1.2025

More than 25% 25 17.5 10 5 -
More than 20%; notmore than 25% 20 15 10 5 -
More than 15%; notmore than 20% 15 10 5 -
More than 10%; notmore than 15% 10 5 -
More than 5%; not more than 10% 5 -
Not more than 5% -

Source: Pacific Island Countries Trade Agreement (PICTA), Annex II.
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Figure 6.1 Tariff rates in a sample free trade agreement

Rest of the world

Free Trade Agreement

Country A Country B
0% tariffs

5% tariffs 25% tariffs

Exporter

Free Trade Agreement

Country A Country B
0% tariffs

5% tariffs 25% tariffs

Thus the temptation for countries outside the agreement is to export a product to
the country within the agreement that has the lowest external tariff rate (Country A),
and then re-export it to the country with the highest external tariff (Country B), as
shown in the second section of Figure 6.1.

To prevent this ‘trade deflection’, rules of origin stipulate that a certain percentage
of the good must be produced using material or labour from countries within the
free trade agreement. Thus, Country B might insist that 50 per cent of a good must
be manufactured in Country A before it can take advantage of the zero tariffs between
the two countries.

The rules of origin in SPARTECA (the current limited trade agreement among
Forum members) stipulate that 50 per cent of a product’s materials and associated
labour must be sourced from one or more Pacific Islands Forum members, in order
to qualify for duty free access to the Australian market (SPARTECA, Article 5). The 50
per cent threshold was the usual rate in other trade agreements at the time SPARTECA
was created, and it was the figure used in the CER Agreement (SPARTECA, Article 3).
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Forum island country representatives have long argued that SPARTECA’s 50 per cent
threshold is too high. Australia tells Forum island countries to become globally
competitive, but requires 50 per cent of their materials to be sourced from Australia,
rather than cheaper materials from Asia. This raises the price of the goods they produce
and reduces their competitiveness. Australia, however, has had little interest in moving
from its favoured 50 per cent threshold. The reason is domestic industry pressure. If
the SPARTECA threshold were lowered, Fiji garment manufacturers could source their
textiles from cheaper Asian sources and Australian manufacturers might miss out.

It is reasonable that Australia sets a rules of origin level that ensures Australia is
only accepting those products from Forum island countries that are ‘genuine’ Forum
country products—it is not enough for a product to arrive in a Forum island country,
be only slightly modified, and then be sent duty-free to Australia as a Forum country
product. However, it is less reasonable for Australia to set a rules of origin level
simply to guarantee that Forum island countries use only Australian textiles rather
than more price-competitive Asian textiles.

Rules of origin must be seen as a form of aid, like the duty-free access Australia
gives to Forum island countries and other least developed countries, to reduce
poverty and help these countries become globally competitive. A comprehensive,
supportive industry plan for Australia should be complementary with Forum island
countries’ interests, not at their expense. Australian garment exporters should carve
out their own niche in Forum island country markets through quality-competitiveness,
if not price-competitiveness, but this should not be forced on Forum island countries.

Figure 6.2 Tariff rates in a sample customs union

Rest of the world

Customs Union

5% tariffs

Country A Country B
0% tariffs
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Rules of origin are a threshold issue for Forum island countries in developing the
Oceania trade order. Forum island countries will not embrace substantial
liberalisation toward Australia without movement on this issue (similarly, Australia
is unlikely to move from the current SPARTECA threshold of 50 per cent until Forum
island countries embrace more liberal trade relations with Australia).

This leaves the question of an appropriate rules of origin threshold. Forum island
countries have already sought a 40 per cent threshold, following their long-standing
complaints about the 50 per cent threshold. In order to win these countries’
adherence to the Oceania agenda, Australia should move to a 40 per cent threshold
in the context of the Oceania goods agreement, but this could be phased in to match
Forum island countries’ liberalisation commitments (for example, movement to 45
per cent on ratification of the agreement, then a further reduction to 40 per cent
after a certain number of years, provided the Forum island countries are meeting
their commitments). Such a concession would also tie New Zealand more firmly
into the Oceania agenda.

One radical solution to the rules of origin dilemma would be for the Oceania
Community to form a customs union rather than a free trade agreement. In a customs
union like the European Union, all members have the same common external tariff
(Figure 6.2).

This eliminates the need for rules of origin, because countries outside the bloc
no longer have the incentive to try re-exporting to Country B through the bloc member
with the lowest tariffs (previously Country A).

Although forming a customs union with a common external tariff barrier is a
logical extension of harmonising other trade measures, this would be of only
marginal benefit in the Pacific. To negotiate a common tariff on all tariff lines
among so many countries would require more negotiating resources than the
end result would justify. GATT Article 24 stipulates that WTO members cannot
raise their tariffs against non-members of a customs union. Therefore, Australia
could not raise its tariffs to meet Forum island countries half way; Forum island
countries would have to adopt the Australian tariff schedule and Australian
decisions about tariff reductions. Given the concerns these countries have about
maintaining their national sovereignty, this is unlikely to be acceptable, and
there are better areas to expend the political capital in arguing for a regional
trade order. An added problem is that New Zealand’s tariffs are in some cases
lower than Australia’s. Since tariffs, even at the most-favoured nation rate, are
falling steadily around the world, in the end, it is better to maintain the rules of
origin at a favourable rate as part of a free trade agreement than attempting to
negotiate a customs union.
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Quarantine

Under its quarantine regime, Australia maintains a ‘zero risk’ policy, which, though
unusual amongst WTO members, is legitimate under the WTO’s Sanitary and
Phytosanitary Measures Agreement (World Trade Organization 1994). A WTO
member can take any consistent measure necessary to protect human, animal
and plant life as long as the measures are backed up by scientific evidence.
Australians deserve no less than a ‘zero risk’ standard, but this is a high standard
for Forum island countries trying to export to Australia. Technical assistance might
bring Forum island countries up to this standard so they can compete more easily
in Australia. As the Australian Senate Foreign Affairs, Defence and Trade References
Committee stated, it would be preferable to raise Forum island country standards
rather than lower Australian quarantine standards (Australian Parliamentary
Committee 2003).

Quarantine is a lever Australia can use to entice its regional partners into the
Oceania goods agreement, but an issue on which Forum island countries would
expect recognition of their concerns before committing to the common market.

Anti-dumping

Under GATT Article 6 and the WTO Anti-Dumping Agreement (World Trade Organization
1994), a country can impose an additional duty when it believes that overseas
traders are exporting at a price lower than it costs them to produce the good. Australia
does at times instigate anti-dumping investigations. Although these can be a
legitimate trade tool for protecting domestic industries, it is also time-consuming for
a company to prove that it is not dumping. Forum island countries have often
complained about the possibility of Australia using anti-dumping and emergency
actions to prevent other countries’ exports entering Australia. As a point of fact,
Australia has not taken any anti-dumping actions against Forum island countries
since the WTO Anti-Dumping Agreement was implemented. Nonetheless, during the
PACER negotiations, Australia was still not prepared to renounce the possibility of
future actions as part of a regional integration agreement.

Australia and New Zealand should preclude themselves from anti-dumping and
other emergency action measures against Forum island countries as part of the
Oceania goods agreement. Forum island countries are unlikely to have the resources
to sell below cost anyway (the reverse is more likely to be true). Anti-dumping actions
have been eliminated under the CER agreement. Now, such problems are dealt
with under the anti-competition or predatory pricing provisions of domestic trade
practices legislation. Such an initiative for all of Oceania will be considered in Chapter
Ten.
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Services

Although they may be able to create niche markets for goods, Forum island countries
can never compete with the comparative advantage Southeast Asia has in
manufacturing. For example, the Fiji garment industry consists of cut, make, trim
(CMT) factories, with no design or value added element—the job can be done
anywhere. This is problematic because wages in the manufacturing industry in Fiji
are 346 per cent higher than Indonesia and 649 per cent higher than China (Prasad
and Asafu-Adjaye 1998).3

So Forum island countries are unlikely to become bases for extensive
manufacturing, and commodities alone cannot sustain the economic development
these countries need. The skills-intensive and high-wage services sector is the future:
in the Forum island country context, foreign exchange earnings from one tourist can
be as much as the earnings from 300 kilograms of coffee, a tonne of cocoa, or 10
cubic metres of logs (Levantis 1998). Forum island countries desperately need to
diversify—because of the current reliance on goods alone, a bad crop or cyclone can
devastate an economy for the year—and developing service industries is the key to
this diversification.

Thus, for the region to promote sustainable economic development, and to hold
its own in global competition, the future for all Pacific countries is in trade in services,
particularly in tourism and e-commerce for Forum island countries.

The law

A service can cover any activity from ordering a pizza over the internet, to flying on a
plane, taking a holiday, making a phone call, doing the banking or managing a
company. Free trade in services is about facilitating overseas companies’ and
individuals’ access to the domestic market to deliver services. Allowing such access
can broaden the skills-base in the domestic economy, introduce new technology,
provide cheaper prices for consumers, and ensure more internationally competitive
domestic services. This is critical because, according to the WTO, services are the
largest and most dynamic component of both developed and developing country
economies. Liberalising trade in services is also important because services are
also inputs into the production of most goods (for example, creating most goods
involves the use of electricity services).

The complement to GATT Article 24 is Article 5 of the General Agreement on
Trade in Services (GATS) (World Trade Organization 1994), which stipulates the
conditions a free trade agreement dealing in services must meet in order to qualify
for an exception from the most-favoured nation rule (that is, that reductions in
barriers to services trade should ordinarily be passed on to all other WTO members).
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First, a free trade agreement dealing with services must have ‘substantial sectoral
coverage’. Substantial sectoral coverage refers to

• the number of service sectors and sub-sectors covered4

• the volume of trade affected5

• the modes of supply.
The four GATS modes of supply are cross-border supply, consumption abroad,

commercial presence and the movement of natural persons. In the tourism industry,
• cross-border supply refers to when a consumer in one country buys services

from a business in another country; for example, an Australian buying a holiday
package from a Forum island country travel agent

• consumption abroad refers to when a consumer from one country consumes
services in another country; for example, an Australian travelling to a Forum
island country for a holiday

• commercial presence refers to the establishment of a physical presence in
another country to provide the service. For example, if an Australian company
builds a hotel in a Forum island country to supply tourism and recreational
services

• the movement of natural persons refers to the temporary entry of
professionals; for example, an Australian going to the Forum island country
to manage the hotel.

GATS Article 5 also states that a free trade agreement must
• involve a commitment by members to give each other ‘national treatment’—

that is, a service from a foreign supplier must be regulated and treated the
same way as a domestic supplier

• be implemented within a ‘reasonable timeframe’
• not raise barriers to non-parties to the agreement
• be notified to the WTO and demonstrate to WTO members how the parties

will achieve free trade between them (GATS, Articles 5.1b, 4, 7).
The Oceania Community should largely adopt the GATS framework. GATS uses a

positive list approach to services liberalisation: a country makes a new commitment
each time it wants to indicate it is happy to liberalise an area of services trade.6

Under GATS, a country makes commitments in each of the 155 possible sub-
sectors as it sees fit, listing the limitations on market access and national treatment
it maintains in each of the four modes of supply.7

Table 6.5 has various hypothetical entries. Where an entry reads ‘none’ it means
that the country has no restrictions for trade in services; where an entry reads
‘unbound’ it means that the country made no commitments.

I consider how the Oceania common market should handle Mode 3, commercial
presence, in the next section on investment, and Mode 4, the movement of natural
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persons, in the final section on labour mobility. For the purposes of the Oceania
common market, the GATS approach to Modes 3 and 4 should be revamped and
expanded.

Most WTO members made commitments in the GATS under Mode 1, cross-
border supply, and Mode 2, consumption abroad, as they do not impact as much on
internal sovereignty. To recap, an example of Mode 1 would be a Forum island
country travel agent selling a holiday package to an Australian, and an example of
Mode 2 would be a Australian travelling to a Forum island country for a holiday. Yet
if Forum island countries are to maximise the benefits of such activities, it is vital
that they also implement a new framework for facilitating e-commerce as part of
the Oceania services agreement.

E-commerce

In 1997 and 1999, the Australian Department of Foreign Affairs and Trade (1997a,
1999a, 1999b) commissioned studies into e-commerce and found that

• e-commerce breaks the old rules about natural trading partners. Geography
no longer has to be the prime consideration. Australian firms have forged
strategic alliances with Scandinavian firms, because these countries are at
the forefront of the e-commerce revolution.

• traditionally, firms had to be a particular size to be able to export: a firm that
exported needed a minimum staff of five and a minimum turnover of A$2

Table 6.5 Sample services liberalisation commitments

Limitations on Limitations on
Sub-sector Mode market access national treatment

Hotels and 1–Cross-border Unbound Unbound
restaurants supply

2–Consumption None None
abroad

3–Commercial Normal government Foreign investors not entitled
presence approval and registration to 10-year tax holiday like

required for all foreign domestic investors; investors
investors. can only own 35 per cent of

any company.

4–Temporary Normal government Skilled chefs must train
movement of approval for foreign locals in their culinary
natural persons nationals required. delights.

Managers must have an
MBA from Sydney
University; chefs must
have a Michelin star.
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million. Again the old rules no longer apply—the size, staff and turnover needed
for a firm to export have been dramatically reduced.

• for a country to benefit from e-commerce, a competitive telecommunications
sector, combined with good telecommunications infrastructure, is vital.

These findings have a number of critical implications for Forum island countries.
With its potential to beat distance and allow small firms to export, e-commerce is a
technological revolution tailor-made for Forum island countries. Tourism is the Forum
island country export that will particularly benefit from e-commerce. Forum island
country businesses will be able to cut out the overseas middle man, and sell directly
to overseas consumers. Forum island country tourist operators may save up to 40
per cent of the cost of their services by cutting out United States and European
travel agents (Australian Department of Foreign Affairs and Trade 1999a). There is
also potential to increase the export of commodities. Many Asian hotels and
restaurants put in last-minute orders to Australian farmers for fresh produce
(Australian Department of Foreign Affairs and Trade 1999b). With e-commerce,
Forum island countries could also exploit such opportunities.

To realise this potential, however, Forum island countries need to address two of
the challenges identified earlier: poor telecommunications infrastructure, and a
lack of internet users. The Forum has frequently discussed telecommunications
reform,8 so the rhetoric on the importance of the new economy is there. Nonetheless,
progress will be slow without binding commitments. As part of the Oceania services
agreement, an Oceania legal framework for e-commerce, based on global precedents,
may provide the necessary fillip.

The Telecommunications Annex to GATS provides a useful precedent for the
Oceania services agreement. After the Uruguay Round, WTO members negotiated
an additional optional annex to GATS to promote further liberalisation in
telecommunications. Many countries recognised the need for a competitive
telecommunications sector to take advantage of globalisation.9 Only Papua New
Guinea, however, made any commitments under the telecommunications protocol.
Forum island countries have been reluctant to allow competition that may detract
from government revenue, even if it might result in improved service or cheaper
prices. Given the sensitivities about Forum island country telecommunications,
additional provisions on telecommunications deregulation could be made an optional
protocol to the Oceania Community’s single undertaking treaty, replicating the
situation in the World Trade Organization.

Forum island countries could also usefully adopt the UN Commission on
International Trade Law’s Model Law on Electronic Transmissions (Electronic
Commerce Expert Group 1998).10 The key principles in the Model Law are
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• technology neutrality—law should not discriminate between different forms
of technology

• functional equivalence—electronic and ‘paper’ commerce should be treated
in the same way, for example, domestic laws should recognise digital
signatures as much as signatures on paper.

Forum island countries also need to take steps to ensure the security of
transactions on the internet. Thus, the Oceania services agreement would require
members to enact their own version of the Model Law, and to take steps to ensure
the security of e-commerce transactions.

Investment

The Pacific needs a region-wide investment agreement, to ensure a predictable,
stable and transparent investment regime, to encourage and regulate foreign
investors. An Oceania investment agreement would have three key benefits. First, it
would ensure that basic rights—such as property and contract rights—are upheld,
which Forum island countries have often failed to do. Second, it would ensure a
consistent approach to investment across the region; few big investors have the
time or inclination to master wildly different investment regulations in fourteen
small island states (Price Waterhouse 1999; South Pacific Forum 1999c). Third, it
would regulate transnational corporations when they enter nation–states—this will
be more effectively done through regional regulations than by Forum island countries
acting alone. Properly implemented, the Oceania investment agreement would
increase investment flows both within, and into, the Oceania common market. This
is vital because foreign direct investment is one of the most important drivers of
sustainable economic development (World Bank 1999).

The first priority is to get rules on foreign direct investment (investment that is
about establishing an ongoing, significant interest in an enterprise) rather than
portfolio investment (trade in shares, derivatives and bonds, for example). This
course offers the most immediate, obvious benefits, but Oceania members may
later negotiate a joint approach to portfolio investment.

No global precedent

There is currently no overarching global agreement governing investment. During
the Uruguay Round, there was discussion about the desirability of rules on
investment, but no comprehensive agreement was reached. Instead, Mode 3 of
GATS has rules on investment, but in services alone; so GATS does not go far enough,
in either promoting or regulating foreign investment. For example, under GATS Mode
3 a bank may set up a branch office in another country to provide banking services,
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but there is no general right for an investor to come in and, for instance, establish a
factory to produce goods. Nor is there an effective mechanism in GATS to ensure the
effective regulation of foreign investors so that they live up to their responsibilities.11

Rights and responsibilities

The Oceania common market should combine the rights and responsibilities of foreign
investors into a single binding instrument. Previous proposals for international
investment agreements—namely the OECD’s Multilateral Agreement on Investment
and the United Nations’ Draft Code of Conduct on Transnational Corporations—failed
because they separated the rights and responsibilities of investors (Goodman and
Ranald 1999; Graham 2000; Coonrod 1977; Robinson 1986; United Nations Centre
on Transnational Corporations 1988).12 Thus, the Oceania investment agreement
could provide a precedent for the global system. The time is ripe for such an agreement—
sensible governments accept the importance of foreign direct investment, and sensible
transnational corporations see the importance of the social agenda. The Oceania
investment agreement would provide increased market access opportunities for foreign
investors in the Pacific by ensuring fairer, more transparent regulations. They would
make more money, even though they would face heavier regulation.

Making rights work

An investment facilitation agreement rests on two core rights: the right of
establishment and the right to national treatment (UNCTAD 1999a, 1999b, 1999c).
A country seeking foreign investment will let investors enter the market and will
treat them in the same manner as domestic investors. In practice, this would mean
that Forum island countries could no longer stipulate that any foreign investment, or
a foreign investment over a certain amount, had to be approved before proceeding,
and there could be no more restrictions on repatriating profits. It would mean no
more requirements for foreign investors to

• enter into joint ventures with local partners
• be minority shareholders in their own business
• have a certain number of local directors on the company board

• jump through more bureaucratic hurdles than domestic investors
• employ certain people or have a certain number of local managers or a

certain number of local employees generally

• export a certain percentage of their output so as not to compete with the
domestic market

• purchase a certain percentage of their raw materials locally
• import a certain amount of new technology (Price Waterhouse 1999; South

Pacific Forum 1999c).
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To attract foreign investment a country should have an open investment regime
with no such requirements (OECD 1999). Understandably though, Forum island
countries have particular sensitivities about foreign investment, and it is vital that
regional trade integration mesh with political-community sentiment. A transparent
legal framework in step with local sentiment, even if it is not fully open initially, is
better than meaningless, unenforceable laws.

Having spoken to political figures and people on the street about foreign
investment in Bougainville, Fiji and Vanuatu, I have noted two common concerns:
the desire not to ‘lose control’ of any foreign investment, and the desire for clear
local benefits. The usual solution in the Pacific to address these concerns is to allow
foreign investment only in the form of joint ventures. However, these two goals can
be met through a more sophisticated response that would simultaneously facilitate
investment and meet Forum island country concerns.

Binding legal obligations on the responsibilities of foreign investors, backed up
by the institutional framework of the Oceania Community, would ensure that
developing countries do not lose control over their foreign investors.

In terms of ensuring clear local benefits, joint ventures are a poor vehicle (UNCTAD
2000b). They usually take the form of a contractual association between a domestic
investor and an overseas investor. Forum island countries typically specify that the
local investor has to be the majority owner in any joint venture. Consider a foreign
company that wants to establish a new business in a Forum island country. The
company estimates that it would take, say, A$1 million to establish the new business.
They have to find a local investor who can put up over A$500,000—unlikely in tiny
countries with low domestic savings, which is why foreign investment is needed.
Alternatively, the foreign company might seek out some amenable locals to establish
a front company to produce a local investor for the government approval process.

Thus, even though the foreign company might be providing the cash and the ideas,
they are not allowed to own their own company outright—they are limited to being
minority shareholders. That fact, plus the usually tedious approval process, is a
disincentive to overseas investors. In his Blueprint for the Protection of Fijian and
Rotuman Rights and Interests, Fijian Prime Minister Laisenia Qarase proposed joint
ventures to promote development, but only if majority controlled by indigenous Fijians
(Callick 2000b). In Fiji, not only does the foreign company need to find someone to
put up the money, the local investor has to be an indigenous Fijian as well.

The United Nations Committee on Trade and Development (UNCTAD 2000b),
typically sympathetic to the needs of developing countries, says that compulsory
joint ventures cannot achieve what developing countries want them to achieve, and
are rarely successful. A foreign investor may choose to enter into a joint venture with
a local investor to obtain expertise in the local market, but Forum island countries
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will not attract much overseas money if they limit investment to 49 per cent of a
joint venture with an impoverished local partner. The Oceania trade order should
phase out the requirement for foreign investors to participate in joint ventures. If
Forum island countries want some involvement in the oversight of foreign investors,
they could provide for one or two non-executive, non-voting local directors to sit on
the board.

The Oceania investment agreement should also address the issue of performance
requirements. Performance requirements are reasonable to encourage the
employment of locals, to encourage the hiring and training of local managers, and to
encourage the training of the workforce generally. It is hard to argue for foreign
investment if it does not create local jobs. These requirements are best set in
percentage terms: for example, 75–80 per cent of the investor’s workforce should
be employed from the local population; 15 per cent of the local workforce should
receive some form of training each year, and a further 5 per cent should be given
management training. These requirements are straightforward and easily audited.
The cost of labour and training in Forum island countries is low, so a relatively small
investment on the part of the transnational corporation would mean a great deal to
the local community and would ease the transition from communal land and
subsistence farming.

A more liberal Pacific investment regime also has implications for Australia and
New Zealand. Under the Foreign Acquisitions and Takeovers Act 1975, Australia
established a Foreign Investment Review Board in 1976. Any substantial foreign
investment in a business valued at over A$50 million needs to be approved by the
Board, as does any proposed new investment valued at A$10 million or more. Any
purchase of real estate by a foreign national has to be approved by the Board—to
ensure that foreign nationals are not purchasing real estate for speculation and
artificially inflating the Australian housing market. The approval process is
straightforward and few investments are rejected. Still, it is an impediment to
investment, and Australian monetary policy is more likely to cause inflation in the
housing market.

Australia should offer to remove these barriers for its Pacific partners—as it has
also liberalised its investment regulations with the US13—so that members of the
Oceania Community receive preferential access to the Australian investment market.
There are a number of reasons to take this step. If Australia wants to develop an
Australasian and Oceanian economy, it must allow for a free flow of investment
between these countries. Further, the Oceania investment agreement should assist
in resolving communal land issues in Forum island countries. Australia can hardly
tell Forum island countries to sort out their land problems without providing reciprocal
access to its own land market.
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Under the Act, Australia can also reject a proposed foreign investment if it is
against ‘the national interest’. Australia could retain this exemption in its commitments
under the Oceania investment agreement, but could tighten up both the definition
and those sectors to which it would apply. For its Pacific partners, Australia should
remove the blanket requirement that any investment over A$50 million needs to be
approved by the Foreign Investment Review Board. But an investment over A$50
million in the natural resources sector, or a defence-related sector (the two most
sensitive sectors), would still go through the approval process. This will not be much of
an issue for Australia in the first phase of the Oceania Community, but later expansions
of the Community may include members with much greater investment resources. If
a ‘national interest’ exemption is maintained in certain sectors, it should be a common
standard across all members of the Oceania Community, again, to promote
predictability and transparency. A tighter, more transparent test than ‘the national
interest’ might be ‘net economic benefit’ (Bora 1995:97).

Following Australia’s lead, New Zealand has a similar set-up to the Foreign
Investment Review Board—the Overseas Investment Commission. However, New
Zealand would probably welcome reform in this area, as Australia’s investment
approval process has been an irritant in the CER relationship.

Resolving communal land tensions

A ‘right to establishment’ for a foreign investor implies a right to be able to rent or
buy land to build a shop or factory or hotel. As discussed earlier, however, communal
land issues in the Pacific are problematic, and the lack of a comprehensive and
transparent system of property rights in the Pacific is frequently cited as a source of
tension and a constraint on economic growth (World Bank 1998; Larmour 1997a;
Cole 1986).

In the context of the Oceania investment agreement, therefore, the right to
establishment becomes fairly meaningless without non-discriminatory access to land.
What is needed is a system providing security of tenure and the ability to transfer land,
as well as transparent and predictable government regulations (Larmour 1998).

Theoretically, the easiest solution is to convert communal land into freehold
land. That, however, may be neither sustainable nor secure from Forum island
countries’ point of view, even if conversion should be a long-term goal. The Oceania
Community should be careful, too, in drawing a line between the legitimate business
of a regional organisation seeking to facilitate investment, and what national
governments should sort out for themselves. For example, Fiji’s Native Land Trust
Board is an inefficient, unwieldy enterprise from which ordinary Fijians are entitled
to expect more (Lawson 1991; Feizkhah 2001). But the aim of the Oceania
Community should be to facilitate foreign direct investment, not to target the Board.
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If the Board makes land available for investors, that is the concern of the Fiji national
government rather than the Oceania Community.

Any solution to the communal land issue as it relates to the Oceania investment
agreement must have the following elements.

• A community should be free to decide, following appropriate advice and
counselling, to do with its land what it sees fit, even if this involves converting
it to freehold land so as to attract investment.

• There must be clear benefits, facilitated by the Oceania Community, the
national government and the investor, for any community that chooses to
make its land available for investment. Likewise, there must be a safety net
to help tenants relocate after leases have expired, and to ensure adequate
compensation for their work.

• There must be a three-way commitment between a national government,
the relevant local community and the intending investor to sustainable
development. For example, once a decision is made by the local community,
they are bound by it. Likewise, the investor must act in a way that contributes
to the economic development of the community and protects its environment.

The solution would be for the Oceania Community to establish a system of
investment priority zones—areas where a community will make their land available
to investors, through rent or purchase, subject to a reasonable offer. National
governments would maintain a register of such zones. All the paperwork would be
resolved before a priority zone appeared on the national register, so an investor
could simply consult the register and negotiate a price with the local community. A
government would have to ensure that there was no less than, say, 10 priority zones
on the national register of larger Forum island countries at any given time (or five
priority zones for smaller Forum island countries), so an investor would always be
assured of access to land.

So that locals enjoy clear benefits from their decision, communities in the priority
zones would be given the first opportunity to participate in the Oceania Community’s
labour mobility programs. The employment performance requirements negotiated
with the foreign investor should be filled with locals from the relevant area in the
first instance. The Oceania Community and the national government should jointly
compensate tenants adversely affected by the decision to convert to freehold land.
Various safeguards should be built into the process, such as independent legal
advice to members of the community before a commitment is made, and an
independent environmental assessment before any investment commences.

It is difficult for non-islanders to understand the full meaning of customary title
to a Pacific islander. Communal land means different things to different people; and
it comes back to choice. Many islanders do seem prepared to embrace different
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approaches to managing communal. Are the proposed trade-offs and benefits of
the Oceania Community—greater economic growth, and the safety nets of more aid
and labour mobility—sufficient to encourage change in this area? Some Pacific
governments might say ‘no’, but under the Oceania Community’s single undertaking
treaty, countries would have to accept both the benefits and disciplines of regional
integration. Potential members would not be able to pick and choose, accepting the
parts of the treaty they like and rejecting those they do not.

This is a framework for those who wish to resolve the issue, within a supportive
regional order, which may be further refined by Pacific Islanders. Converting communal
land to freehold land may be a step too far initially. Forum island countries might
prefer to make land available through 50 or 99-year leases—this is a long enough
period for an investor to make a profit, without Forum island countries feeling they
are surrendering their land for good. Given common regional guiding principles,
each country could articulate its own legally transparent regime.

Investor responsibilities

Investors’ rights would be an important element of the Oceania common market.
Equally important would be investors’ responsibilities—the price for greater market
access, including streamlined bureaucratic procedures.

The biggest flaw in previous attempts to regulate foreign investors was the desire

to control every aspect of transnational corporations’ activities. Previous attempts
failed to distinguish fairly between what was properly a matter for regulation and
what should be left to the corporations, so they can get about creating economic
growth and providing employment opportunities. Take the issue of technology transfer.
Countries could reasonably expect to find an element of technology transfer in any
new foreign direct investment, as a transnational corporation brings new equipment
to the country to run its operations. New technology benefits both the country and
the corporation, and it is reasonable to put in a clause encouraging technology
transfer in the preamble of an investment agreement. But if this turns into a binding
legal commitment, the government and the transnational corporation would
theoretically have to negotiate about the appropriate level of technology the
corporation needs to run its business. The government would not know and it would
be a disincentive to investors. Such decisions are best left to the market, beyond
the purview of investment agreements.

It is better to have a realistic legal framework than pious non-binding principles
that are ignored by governments and investors alike. Rather than trying to control
every aspect of transnational corporations’ activities, binding regulations in the
Oceania investment agreement should focus on three core areas: labour standards,
environmental standards and respecting local laws.
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The International Labour Organization and the United Nations provide explicit
guidance on the labour standards that should be included in the Oceania investment
agreement. Transnational corporations should be legally bound to ensure

• a workplace that respects the right to freedom of association (that is, the
right to form and join unions) and to organise and bargain collectively14

• a workplace free from forced or compulsory labour15

• a workplace free from exploitative child labour16

• a workplace free from discrimination in employment (that is, all workers are
entitled to equal respect and treatment).17

Regulations should also ensure transnational corporations pursue ‘ecologically
sustainable development’, a phrase coined by the World Commission on Environment
and Development in 1987. The Brundtland Report defined it as ‘development that
meets the needs of the present without compromising the ability of future generations
to meet their own needs’ (Sands 1995:188). Many companies operating in the Pacific
currently violate the principle. Overseas companies have been strip-logging large tracts
of land in the Solomon Islands, and deep water fishing boats from Taiwan have been
allowed to take advantage of the Solomon Islands’ exclusive economic zone (Chevalier
2000; Fairbairn and Worrell 1996; Liloqula and Pollard 2000).

Again, the goal must be to translate these general concerns about sustainable
development into legal instruments specific enough to be useful and binding. Parts
of the United Nations’ Draft Code of Conduct on Transnational Corporations are
helpful. Various voluntary Australian codes are also instructive, particularly those
produced by the Business Council of Australia (1995) and the Australian
Manufacturing Council (1992).

Thus transnational corporations should be legally bound to
• adopt the International Standards Organization (ISO) standards on

environment management systems, environmental auditing, environmental
performance evaluation, and life cycle assessment18

• disclose information to host country governments and the public on the
characteristics of products, processes and experimental activities that may
harm the environment, including the measures and costs necessary to avoid
such harmful effects

• adopt a ‘cradle to grave’ approach to environmental management
• ensure hazardous industries have emergency contingency plans
• conduct forestry operations in a sustainable manner.
The Oceania Community would need to undertake an independent environmental

assessment of any major new investment to ensure it observes these principles,
and host governments should be able to invite the Community to undertake further
assessments of major investments at five-year intervals.
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A transnational corporation and its overseas staff should also respect the laws
of the host country, avoiding corruption and tax evasion. Transnational corporations
bribe bureaucrats to circumvent the law or to facilitate paperwork in a less than
transparent investment environment. The solution is two-pronged. Naturally, these
corporations should not offer bribes. To this end, the OECD guidelines on corruption
and bribery could be included in the Oceania investment agreement. However, it is
also incumbent on Oceania Community members to reduce bureaucratic hassle.
Tax evasion would be reduced through a double taxation agreement, whereby the
transnational corporation and its personnel are taxed only in one country, rather
than in both the host and the source country.

Including these core standards in the Oceania investment agreement would not
inhibit good investments. The Oceania investment agreement would conceivably
have a flow-on effect, in establishing best practice standards on labour and
environmental issues for Pacific citizens. Having an organisation above the nation–
state stipulating core labour and environmental standards could avoid the situation
that occurred in relation to the Ok Tedi mine. During the court proceedings, the
Papua New Guinea government and BHP lawyers were drafting legislation that would
have seen citizens fined 100,000 kina for initiating litigation against BHP anywhere,
plus a fine of 10,000 kina per day for continued legal action (Bhakti 1995–96). If
someone were successful in their case after these disincentives, the national
government would be a debtor to BHP for the amount of the judgment (Moshinsky
1995; Gordon 1995; Kaye and O’Callaghan 1995; Hawes and Stevens 1995). A
better investment climate generally, underpinned by the Oceania Community’s
regulations on labour and environmental standards, could avoid such situations in
the future.

Government responsibilities—tackling corporate welfare

The Oceania investment agreement should also aim to limit corporate welfare.19 It
is better for governments, particularly in developing countries, to spend their money
on improving their infrastructure—governance, roads, clean water, sewerage,
telecommunications—which benefits investors and locals alike, rather than giving
tax breaks to transnational corporations (UNCTAD 2000a; Forum Secretariat 2000c;
Price Waterhouse 1999; South Pacific Forum 1999c). Corporate welfare is the
ultimate zero sum game if it sets up tax competition between some of the world’s
least developed countries.

Corporate welfare is often offered to counter other disincentives to investors—
coups, tensions over communal land, and inefficient bureaucracy. A better strategy
is to tackle the underlying issues and leave government funds to do greater good
elsewhere. Investors themselves have told Forum island country officials that, rather
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than tax holidays, the best forms of corporate welfare are skilled human resources,
competitive telecommunication services, a clear legal framework and an efficient
bureaucracy (Forum Secretariat 2000c). The Oceania Community should aim to
create a uniform incentive, not through poor regulation and tax breaks, but through
an environment that welcomes and facilitates investment.

Labour

The final, crucial element of the Oceania trade order is labour mobility—it is this
initiative that is most likely to attract Forum island countries to the regional integration
project. Labour mobility is not the same as immigration, or allowing those seeking
welfare to move to Australia and New Zealand. Rather, it involves an entitlement to
look for work in other countries within a common market. The entitlement usually
lasts for a set period of time. If people cannot find work, they are expected to return
to their country of origin.

The benefits to Forum island countries from access to the Australian and New
Zealand labour markets are obvious: skills development, a wider perspective, and
better pay leading to higher and more secure remittances back home. Remittances
encourage business activity in Forum island countries (Brown and Connell 1993;
Brown 1994), as they increase domestic saving and investment in home countries.
Some Pacific economies are almost entirely dependent on remittances from their
overseas workers for their foreign exchange. In one study, 90 per cent of Tongan
households surveyed received remittances, making up 52 per cent of cash incomes
(Ahlburg 1996).20 Thus, labour mobility is a key vehicle for promoting sustainable
economic development in Forum island countries. Yet, as will be discussed, access
to recruits from the Forum island country labour market may be increasingly vital for
Australia and New Zealand in the decades ahead.

The case for labour mobility

The Oceania trade order demands significant Forum island country reform,
particularly of communal land tenure. In exchange, a significant trade-off or escape
valve is needed. Labour mobility is the big incentive that would make the common
market work, as well as consolidating the rest of the Oceania program. Dobell
(2003:3) states that ‘labour mobility is a cornerstone issue. It would be a vital
demonstration of Australia’s good intent…in return, we should demand some real
reforms from the Islands’.

Forum island countries have long sought access to the Australian labour market.
In 1971, Fijian Prime Minister Ratu Mara suggested Australia should establish a
guest-worker scheme (Committee to Advise on Australia’s Immigration Policies
1988). Forum island countries raised the issue of labour mobility at South Pacific
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Forum Labour Ministers’ Conferences throughout the 1970s and 1980s. In 1979,
the Conference noted its

…appreciation [of] the existing arrangements implemented by some
Governments to provide temporary employment for the nationals of other
countries as a commitment to the economic development of the region. It
now urges [other] countries…to consider establishing such short-term
employment schemes, noting that the earnings of workers on these schemes
are a very effective form of bilateral aid (Committee to Advise on Australia’s
Immigration Policies 1988:4).

During the PACER negotiations, the Forum Deputy Secretary-General said that if

labour mobility were included in any trade agreement, the Forum island countries
would sign up immediately. Papua New Guinea, Fiji, Samoa and Kiribati expressed
great interest in labour mobility with Australia and New Zealand. The symbolic
importance of such a program cannot be underestimated. Herily states that ‘such a
scheme would be a highly visible sign that Australia’s relationship with the Pacific
was changing’ (Australian Parliamentary Committee 2003:75); Dobell (2003:18)
believes it would ‘open up new vistas, give new hope and opportunity’.

In its 2003 report, the Australian Senate Foreign Affairs, Defence and Trade
References Committee recognised that labour mobility would be a key part of its
proposed Pacific economic and political community. The Committee believed such
a scheme ‘has the potential to provide meaningful and significant income and
assistance to Papua New Guinea and Pacific island countries at the same time as
being of benefit to the Australian economy’ (Australian Parliamentary Committee
2003:xviii). The Committee also believed such a scheme should include ‘adequate
mechanisms…for training and the transfer of skills’ (Australian Parliamentary
Committee 2003:xviii). The Committee’s proposal makes a welcome change in the
thinking of Australian policymakers; proposals for Pacific labour mobility programs
were previously rejected on the grounds that Australia maintained a non-
discriminatory migration program (Piper 1990; Australian Parliamentary Committee
2003). This somewhat disingenuous argument mistook temporary labour mobility
for permanent migration, did not admit that Australia maintained working holiday
programs with some but not all countries, and seemed somewhat naïve when
countries around the world were and are embarking on regional integration projects
that discriminate against Australia.

Pacific labour mobility is not a new idea. It has been proposed in different forms:
in 1984, by the Committee to Review the Australia Aid Programme (Commonwealth
of Australia 1984); in 1989, by the Australian Parliament Joint Committee on Foreign
Affairs, Defence and Trade (1989); and in the 1997 review of Australia’s aid policy.
This latter review stated that labour mobility ‘may prove to be more cost-effective
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than continuing high levels of aid in perpetuity. Limited access to Australia…has

been argued for as an effective way to assist the very small states whose only export
is labour services’ (Commonwealth of Australia 1997:166).

A labour mobility program is not that radical an innovation. New Zealand has had
full access to the Australian labour market since the 1920s. Because the Cook
Islands and Niue are states freely associated with New Zealand (they enjoy New
Zealand citizenship), they too already enjoy full access to the Australian labour
market and Medicare benefits. Under the Trans-Tasman Travel Arrangements, in the
1999–2000 financial year some 43,018 New Zealanders (and friends from the
Cook Islands and Niue) came to Australia for long-term or permanent stays. As at 30
June 1999, not counting temporary visitors like tourists, some 404,800 New Zealand
citizens were in Australia, and 226,200 had been in Australia for more than a year.21

Australia also grants temporary residence visas to many others who enter the
Australian labour market. For example, in 2004–05 some 100,000 people entered
Australia on working holiday visas, a program which allows young people from
overseas to travel to Australia for a year and work during part of that time (Vanstone
2005). If we assume that each of the 100,000 people in Australia on working
holiday visas work at least three months of the 12 months they are in Australia, this
would be nearly the same as 25,000 people on Oceania work visas working for the
full twelve months.22 Under the working holiday program, young people from the
Netherlands can work and travel around Australia. On diplomatic and economic
grounds, Australia will benefit more by offering Forum island countries similar access
in exchange for trade liberalisation.

Already, Pacific islanders are vital workers in key sectors of the Australian economy,
filling jobs Australians or New Zealanders dislike (Larner 1990; Committee to Advise
on Australia’s Immigration Policies 1988). Australia is reliant, too, on the willingness
of temporary entrants into the Australian labour market to undertake difficult jobs.
Research into the working holiday visa program demonstrated that

• most on working holiday visas obtained work easily because of their flexibility
• they are an important source of temporary labour for some Australian

industries, including fruit growing, temporary clerical and labour agencies,
hotels, shops and restaurants

• because the work offered was temporary or seasonal, many employers had
difficulty attracting Australians to fill positions.

A number of business organisations and individuals made submissions to the
Senate Committee expressing ‘frustration’ at their inability to find workers at harvest
time, and proposing a Pacific labour mobility scheme to address these shortfalls
(Australian Parliamentary Committee 2003).
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The Australian Council of Trade Unions has likewise expressed support for Pacific
labour mobility, and has begun developing a proposal with the Fiji–Australia
Foundation for a trial scheme (Australian Parliamentary Committee 2003). If an
Oceania common market were created, unions could help to ensure those on
Oceania work visas enjoyed their entitlements, so they would have a pool of ready
recruits.

As long as basic minimum entitlements are in place, employers would not favour
a Pacific worker over an Australian or New Zealander. The dangers to the Australian
or New Zealand workforce would be minimal, because the productivity of Australian
and New Zealand workers is likely to be higher. When NAFTA was implemented,
there was concern that the United States would lose unskilled jobs to Mexico, but
research ultimately showed the average US worker was five times more productive
than the average Mexican worker (Federal Reserve Bank of Dallas 1993).

There is a further critical argument that suggests Pacific labour mobility would be
in Australia’s national interest. By 2020, Pacific labour mobility may be vital for
helping to sustain economic growth in Australia. A 2003 report by the Boston
Consulting Group found that Australia will face acute shortages in unskilled labour
over the next twenty years—by 2020, Australia will be short some 200,000 workers
annually (Boston Consulting Group 2003). Access Economics also warns that new
sources of labour ‘will dry up’ over this period, because of low fertility rates, the baby
boomer generation retiring and the move to a services economy (Access Economics
2001a, 2001b). Australia needs to start implementing a mechanism that will allow
it to address these shortfalls in 2020.

The law

Mode 4 of GATS provides for the temporary entry of professionals. During the Uruguay
Round many developing countries unsuccessfully sought to extend this to unskilled
labour; and it seems unlikely the situation at the WTO will soon change since Mode
4 was the mode that saw the least amount of commitments by WTO members.
Thus, the Oceania labour mobility agreement needs to surpass the Mode 4 provisions
if a true common market is to be realised.23

The European Union establishes totally free movement for workers, skilled and
unskilled. The relevant article states that ‘such freedom of movement shall entail
the abolition of any discrimination based on nationality between workers of the
Member States as regards employment, remuneration and other conditions of work
and employment’.24 This is a useful precedent for labour mobility between a group
of developed countries. It is of diminishing utility, perhaps, when it comes to labour
mobility between developed and developing countries, particularly when one
developed country is likely to be the hub for all the others.
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In this instance, it is Australia that needs ‘special and differential treatment’. To
give complete effect to non-discriminatory, unlimited free trade in labour would be
politically unsustainable for Australia, in the same way that giving complete effect to
free trade in investment would be politically unsustainable for Forum island countries.
Even the European Union has a period of transition for labour mobility after a new
country has joined, to prevent disruption to the existing labour market. The aim here
is to produce a workable framework that remains consistent with Australia’s national
interest. The key issues considered are the size of the intake, the length of the visas,
skills development, graduated commitments, safeguards and reciprocity. Some
further issues are considered briefly in Appendix 2.

Intake

The Oceania labour market scheme should be large enough to improve the Forum
island countries’ skills base significantly, to be politically appealing to Forum island
country governments, and to facilitate change through the Oceania Community when
it comes to issues like communal land. It should not be so large as to excite political
tensions in Australia and New Zealand, or to avoid the need for Forum island
countries to tackle their own problems of promoting economic development and
dealing with unsustainable population growth.

At the conclusion of the 20-year implementation period, Australia should be
accepting 20,000 individuals annually from Forum island countries under labour
mobility programs. New Zealand could contribute in proportion to its population, so
another 2,000–3,000 places may be available in New Zealand (New Zealand has
previously had limited labour mobility programs for Fiji, Samoa, Tonga and Tokelau;
and the Cook Islands and Niue have ongoing access to the New Zealand labour
market through their free association agreements).

Therefore I propose that, by 2025, there will be 40,000 individuals from Forum
island countries in Australia in the first or second year of their Oceania work visa.
This would not affect Australia much, except in a positive way (considering the pleas
by businesses who need seasonal workers), and given Australia’s existing openness
to New Zealanders and working holiday makers. It would, however, mean a great
deal to Forum island countries.

There would be debate about how to allocate these places between Forum
island countries. Larger countries like Papua New Guinea and Fiji could reasonably
expect to receive a greater proportion, as might least-developed countries, but the
figures can be worked out during the course of negotiations by Forum island countries
themselves, or the Forum Secretariat, subject to final approval by Australia. If there
are environmental refugees from low-lying countries, and such countries become
eligible for permanent migration, they need not participate in the Oceania labour



129

Free trade

market programs. The Federated States of Micronesia, Palau and the Marshall
Islands already have access to the US labour market through their Compact
arrangements, but it is reasonable for them also to expect access to the Australian
labour market, in return for their liberalising trade in goods, services and investment.

Length of visas

The key goals of the Oceania programs should be that Forum island country
participants gain skills and a wider perspective from a period of employment in
Australia and New Zealand (remittances would be an important benefit of the
program, but they are not the main reason for the program). Two years is an
appropriate period to achieve these goals, after which participants would return to
their own country. The purpose of the labour mobility program is not for participants
to establish long-term careers in Australia and New Zealand. They would not be
eligible to apply for extensions.

Temporary visas and labour mobility differ from permanent migration. A two-year
limit would avoid the brain drain and depopulation problems experienced by the
Cook Islands because of its permanent access to the New Zealand and Australian
labour markets (most of the Cook Islands’ population now lives in New Zealand—
between 1996 and 2001, the resident population in the Cook Islands shrank by 23
per cent) (Dusevic 2001b). Remittances decrease over time, so a regular turnover
in labour programs would ensure that a steady supply of overseas money returns to
Forum island source countries (Ahlburg 1991).

As with the European system, if individuals show no evidence of looking for work
(usually within three months), they would be obliged to leave. If individuals overstay
their visas, their country of origin should have their visa quota for the following year
reduced accordingly, until the over-stayers leave. One proposal to the Senate
Committee suggested that source countries themselves could take responsibility
for the return of Pacific workers, through bonds or other conditions (Australian
Parliamentary Committee 2003).

Program streams—the Business Skills Development Program

The bulk of the Oceania labour market participants would fall under a general Oceania
work visa program. They would be responsible for finding their own work, with
assistance from government employment agencies where needed, and would be
responsible for their own airfares.

However, the Oceania labour mobility agreement should also include a separate,
smaller stream focused more explicitly on skills development. Thus, Australia should
initiate a Business Skills Development Program, which would aim to improve the
Forum island countries’ skills base, and speed development in those countries.
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The Business Skills Development Program would cover only a small percentage
of the overall program, some 500 of the 20,000 entering Australia when the labour
mobility program is fully implemented, but substantial benefits would be attached
to the program. Through the Oceania Community, Australia and New Zealand should
pay for those selected to undertake internships over the two-year period of the
program. Participants, and their immediate families, would have their airfares
covered, and they would receive assistance in finding accommodation.

The Business Skills Development Program would be tailored to plug nominated
skills gaps in Forum island countries. So, rather than continually sending consultants
out to advise Forum island countries, which leads to frequent complaints of
‘boomerang aid’ (Australian Parliamentary Committee 2003:97), Forum island
country individuals would be invited to Australia to learn the skills they need.
Experience at state and federal government departments would help, but
participation in the private sector, particularly in tourism, would probably be more
important given the failure of many Forum island countries to facilitate a viable
private sector. Willie Rasmussen, a Cook Islands High Commissioner to New Zealand,
has said Cook Islanders need to be trained to Australian and New Zealand standards:
‘Cook Islanders in the tourism industry do not want to be cleaners all the time’
(Dusevic 2001b).

It would be for the national government of the relevant Forum island country to
suggest program participants, subject to final approval by Australia. However, the
principle of non-discrimination should apply—for example, Fiji should not favour
indigenous Fijians over Indo-Fijians.

Participants in the Business Skills Development Program would not be eligible to
apply for permanent migration to Australia for a period of 10 years after they have
returned to their source country. There is no point in them undertaking the program
unless they are committed to giving something back to their home country.

As discussed in the previous section, those who embrace communal land reform
should have initial access to the labour mobility programs. Therefore, quotas for the
Business Skills Development Program and the Oceania work visa would be filled in
the first instance from those living in the investment priority zones, where
communities have decided to open their land for foreign investment. This would
ensure there are significant incentives for reform, and an immediate pay-off for a
decision to move forward.

Graduated commitments

The labour mobility agreement would be the most important incentive for encouraging
Forum island countries to embrace the Oceania trade order, and its implementation
should be tied to the degree to which Forum island countries implement their own
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commitments. I welcome Australian Foreign Minister Alexander Downer’s expression
of willingness to at least consider a working holiday visa for Forum island country
citizens (Allard 2003),25 but there has been no mention of tying this benefit to
Forum island country trade liberalisation. A failure to reinforce this link would be a
serious strategic error: once given away, access to the Australian labour market
cannot be used for future leverage. During the PACER negotiations, Forum island
countries took for granted the duty-free access to the Australian and New Zealand
markets they had received for 20 years under SPARTECA. But this access is not a
natural right, and it should entail reciprocal rights. Likewise, access to the Australian
(and New Zealand) labour market should not be given away, and all the benefits of
such a program should not be front-loaded. Implementing the labour mobility program
over time would reassure Australians and encourage early implementation of the
rest of the common market in Forum island countries. Regular reviews should occur
to ensure all parties are meeting their obligations.

Table 6.6 provides an example of how Oceania labour mobility could be
implemented in Australia. The intake would obviously be subject to negotiation.
Notionally, however, at the conclusion of the implementation period, some 40,000
Forum island country workers would be in Australia, in the first or second year of
their visa; 1,000 of these would be on the Business Skills Development Program
(this compares to the unregulated 40,000-plus New Zealanders currently entering
Australia each year under the Trans-Tasman Travel Arrangements). On the above
figures, some 9,000 people would have participated in the Business Skills
Development Program over 20 years.

In her comments to the Senate Committee, Professor Helen Hughes argued
against a labour mobility scheme, fearing ‘welfare dependent ghettoes of Pacific
immigrants in Australian cities’ (Australian Parliamentary Committee 2003:74). I do
not believe this to be a realistic danger on these numbers and, again, this ignores
the distinction between permanent migration and labour mobility as part of a
common market: those who cannot find work would be ineligible for welfare and
expected to return to their home countries.

According to the Boston Consulting Group’s projections, it may be that Australia
requires far greater numbers of Forum island country  workers to sustain its economy
(Boston Consulting Group 2003); so these figures may be re-negotiated at a later
time. Alternatively, a biennial program of 40,000 people might exhaust all of the
Forum island country individuals interested in the scheme. If the other provisions of
the Oceania common market are properly implemented, this would lead to improved
economic development. This may largely remove the incentive for coming to Australia
and New Zealand to look for work.
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Safeguards

It would be inappropriate for Australia to use safeguard measures against Forum
island countries when it comes to trade in goods, services or investment. However,
safeguards are appropriate for labour mobility. In times of high unemployment in
Australia, there will not be any jobs for Forum island country individuals and they
may waste money travelling to Australia for no reason. Thus, there would be provision
for the Oceania work visa—as opposed to the Business Skills Development Program—
to be suspended if Australia is experiencing a recession; that is, two or more
successive quarters of economic contraction.

Reciprocity

Forum island countries would benefit from reciprocal labour mobility arrangements,
and Australian and New Zealand leaders should be able to sell benefits to their own
citizens. In Vanuatu, for example, a work permit for an Australian costs A$5,000. In

Table 6.6 The Oceania labour mobility agreement—sample Australian intake

Intake from Intake from
business skills Oceania
development working visa

program program Total

1 300 4,700 5,000
2 300 4,700 5,000
3 300 4,700 5,000
4 300 4,700 5,000
5 300 4,700 5,000

Review of Oceania common market
6 500 5,500 6,000
7 500 5,500 6,000
8 500 7,000 7,500
9 500 7,000 7,500
10 500 9,500 10,000
Review of Oceania common market
11 500 9,500 10,000
12 500 9,500 10,000
13 500 12,000 12,500
14 500 12,000 12,500
15 500 12,000 15,000

Review of Oceania common market
16 500 14,500 15,000
17 500 14,500 15,000
18 500 17,000 17,500
19 500 17,000 17,500
20 500 19,500 20,000
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Fiji, business visas for Australians are restricted to 14 days, an impediment to the
conduct of business (Australian Parliamentary Committee 2003). Forum island
countries do not want expatriates taking their jobs, but their approach robs their
companies of overseas expertise that would improve their skills base. The World
Bank sums up the situation thus

[t]here appears to be a widespread view in the [Forum island countries] that
employment of labour from high-income countries is a negative-sum game,
with such labour displacing local labour. However studies in the region have
shown that expatriate labour and local labour are complementary—
employment of skilled expatriate labour leads to increased employment of
local labour (World Bank 2002:iii; see also Duncan and Lawson 1997).

In addition, allowing skilled foreign nationals to enter the Forum island countries is
an efficient way of training up locals. An overseas manager and chef in the initial
phase of a hotel’s operations, for example, will quickly build specialised knowledge
amongst local workers.

There should be reciprocity, then, in the Oceania labour mobility agreement. As
with tariff reductions, Forum island country commitments could be small, and
implemented over time—a smaller Forum island country could work up to allowing,
say, 50 Australians and New Zealanders access to their labour market without a
work permit. Still, it would keep the focus on joint commitments to achieve shared
benefits, and would help sell the labour mobility agreement in Australia and New
Zealand.

The question of inter-Forum island country labour mobility could be resolved
separately. The prospect of individuals in small, more distant Forum island countries
travelling to Fiji and Papua New Guinea for work seems unlikely if they can travel to
Australia or New Zealand instead. If individuals are going to leave their homes, they
will go to where they can earn the best remittances and where there is not already
high unemployment. So the impact of inter-Forum island country labour mobility
would be small.

Implementation

An important threshold question in developing a common market is the length of
the implementation period. Forum island countries would be incapable, both
politically and economically, of implementing a comprehensive trade order within a
short timeframe—reform must be introduced gradually.

As discussed in Chapter Four, WTO members are bound by the stipulations in
GATT Article 24 and the Understanding to GATT Article 24 that a free trade agreement
dealing with goods must be implemented within 10 years, unless there are
‘exceptional circumstances’. Likewise, under Article 5 of the General Agreement on
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Trade in Services (GATS), a trade agreement dealing with services must be
implemented within a ‘reasonable timeframe’, presumably also 10 years (as
discussed, there is currently no dedicated international agreement dealing with
trade in investment or labour).

I continue to believe that the 20-year implementation period Australia proposed
at the PACER negotiations was appropriate and justifiable to the WTO Committee on
Regional Trade Agreements (as discussed earlier, Forum island countries may well
have accepted this implementation period had Australia’s proposal been more
refined and better sold). I also believe, however, that the Oceania common market
should largely be implemented by 2020, and fully implemented by 2025. Two of the
key factors here are the APEC Bogor goals of free trade and investment in Asia
Pacific by 2020, and ASEAN’s goal of implementing a comprehensive Southeast
Asian common market by 2020. Because the APEC Bogor goals are non-binding,
totally free trade will not be realised in the Asia Pacific by 2020, absent several
comprehensive WTO rounds. But 2020 provides a useful benchmark, and tariffs in
the region are steadily falling. Already, 69 per cent of goods entering APEC countries
face tariffs of only 0–5 per cent (APEC 2000). The prospect of the APEC and/or
ASEAN scenario being largely realised by 2020 represents a significant competitive
challenge for Forum island countries.

If negotiations for an Oceania common market commenced relatively shortly,
Forum island countries would have approximately 20 years to implement reform
gradually.26 However, if such an initiative were delayed until 2011 or later, Forum
island countries would have less time to restructure to meet the 2025 deadline.

Utilising the PACER–PICTA framework, Australia should propose a major
conference as soon as possible, to initiate negotiations for the Oceania common
market. I suggest a 20-year implementation period for the Oceania common market,
which would allow Forum island countries to restructure their economies gradually
until 2025, by which time they would be globally competitive. But the implementation
period might be shortened once the benefits become clear to all parties, as the CER
partners start reaping the benefits of their agreement and seek to shorten the
process (Australian Department of Foreign Affairs and Trade 1996b).

It is incumbent on all Forum members to work together constructively to create
a regional common market as soon as possible. Yet this depends on a shared
strategic vision, whereby Forum island countries embrace necessary reform, and
Australia and New Zealand provide an attractive policy package to encourage and
support this process.
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Conclusion

Chapter Four reviewed the PACER–PICTA negotiations, and Australia’s inability to
persuade Forum island countries of the merits of its twenty-year plan. This led to a
sub-optimal outcome, but it should not end the quest for an Oceania trade order.

European integration was not an inexorable process, with one crowning success
following another. Its common market failed at the first attempt, necessitating a
new push for a comprehensive common market with the Single European Act of
1986. SPARTECA represents Oceania’s first faltering step towards regional economic
integration, in the same way that the initial New Zealand-Australia Free Trade
Agreement was a tentative step for Australia and New Zealand before their world-
class CER. The PACER–PICTA framework might go either way—it might ultimately fail,
or it might become the very model of economic integration between developed and
developing countries.

The Oceania common market would involve the following commitments
• free trade in goods, services, investment and labour to create an integrated

Oceania economy
• a Business Skills Development Program and an Oceania working visa as

features of the agreement on labour mobility

• agreements on e-commerce law and information technology, and an optional
protocol on liberalisation in telecommunications, to encourage e-commerce
throughout the region

• a framework for resolving communal land issues
• legal requirements for transnational corporations to uphold labour standards,

environmental standards and local laws, and agreements on double taxation
standards to reduce tax evasion

• more money for health and education as Community members phase out
corporate welfare

• a rules of origin threshold of 40 per cent, and Australia’s commitment not to
use emergency safeguards measures for goods, services and investment;
but provision for labour movement to be suspended after successive quarters
of economic contraction in Australia

• ongoing technical assistance to aid in implementation, in areas such as the
mutual recognition of standards and qualifications, as well as for improving
Forum island country quarantine standards.

Some additional institutional benefits are discussed briefly in Appendix 1.
The Community would give effect to global agreements—the World Trade

Organization framework, International Labour Organization core standards, related
human rights instruments, and the principles of equitable, sustainable development.



136

Pacific Regional Order

However, the Community would innovate by providing new templates for investor
rights and responsibilities, tackling corporate welfare and implementing labour
mobility between developed and developing countries.

The advantages for Australia and New Zealand include increased exports in
goods, services and investment; access to the Forum island country labour market
as needed; and, more generally, a more strategic use of aid money and improved
Pacific security. The advantages for New Zealand specifically include better access
to the Australian market for its goods, because of a fall in the rules of origin threshold;
and more favourable access for investment, removing a long-term irritant.

The advantages for Forum island countries include increased exports, particularly
in services; increased access to the Australia–New Zealand labour market to improve
their skills base; increased credibility and more investment; a framework for resolving
communal land issues; improved telecommunications and prospects for e-
commerce; better regulation of transnational corporations; and improved quarantine
standards that enable Forum island countries to sell products to a global market
more easily.

Thus, as formulated, the Oceania common market would successfully promote
sustainable economic development in the Pacific and alleviate the tensions caused
by lack of development. What should be clear is that focusing on trade in goods
alone considerably limits the potential benefits of Pacific trade liberalisation; that
focusing on liberalisation among sub-groups of the Forum likewise limits the potential
benefits, particularly in terms of investment flows, skills transfer and labour mobility
between the Forum’s richer and poorer members; and that all Forum members
have areas where they must do better by their regional partners to achieve an
Oceania common market.

This is the strategic plan that the Pacific needs to achieve a comprehensive
trade order. Given the region’s current challenges to sustainable economic
development, it is practical, important and urgent, and vital to the wider Pacific
regional order.

Yet further regional initiatives to promote sustainable economic development
are possible. The next chapter discusses how a regional approach to monetary
policy would provide additional benefits for Forum island countries.
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Notes

* Although we reached slightly different conclusions, special thanks to Justine Braithwaite
for extensive discussions in relation to her paper, Regulation of Transnational
Corporations: towards a Code of Conduct for Australian Businesses Operating Offshore
(1995) .

1 See Chapter Two.
2 Hereafter ‘CER’. Available at http://www.austlii.edu.au [accessed 12 July 2001].
3 The garment industry in Fiji was created through various artificial Australian schemes

(namely SPARTECA–TCF and the Import Credit Scheme), not through comparative
advantage.

4 GATS divides services into twelve categories. The system largely follows the UN Central
Product Classification system. The sectors are business; communication; construction
and engineering; distribution; educational; environmental; financial (insurance and
banking); health-related and social; tourism and travel-related; recreational, cultural
and sporting; transport; and other. These sectors are then divided into a further 155
sub-sectors. For example, the tourism and travel-related services sector breaks down
into hotels and restaurants, travel agencies and tour operators, tourist guides, and
other. So ‘substantial sectoral coverage’ for the Oceania common market should involve
a broad range of commitments across all these sectors.

5 In terms of the volume of trade, there is no absolutely precise qualitative and quantitative
formula for measuring this, largely because there is as yet no agreed way of collecting
statistics on trade in services. Obviously, the larger the volume of trade covered, the
more useful an agreement will be.

6 I suggested above that a negative list approach is appropriate for the Oceania agreement
on trade in goods. However, because of the additional sensitivities surrounding trade
in services, a positive list approach to services liberalisation may be more acceptable
to Forum island countries.

7 A country can also list horizontal commitments, which are limitations the country
applies across all sectors. An example of a horizontal commitment in Mode 3,
commercial presence, is that all new investments over A$10 million have to be approved
by the government (which is Australia’s policy). An example of a horizontal commitment
in Mode 4, the temporary entry of professionals, might be to insist that managers have
an MBA from one of a select number of universities to qualify for entry. GATS also
allows countries to make most-favoured nation exceptions, but that would not be
relevant in the context of the Oceania common market.

8 In 1999, the Forum initiated a meeting of communications ministers to discuss these
issues. Ministers adopted the Vision for the Pacific Information Economy which stated
that ‘investment, job creation and trade within the information economy bring growing
and continuous benefits to the region’s economy, generating revenue, jobs and
economic efficiencies for the whole regional economy’ (South Pacific Forum 1999a:10).
Communication ministers adopted the goal of ‘Information and Communication
Technologies for every Pacific Islander’ (Pacific Islands Forum 2002c:1). Various Forum
Communiqués have also recognised the need for competitive telecommunication
markets. In the Forum’s 2000 Communiqué, leaders ‘recognised the vital role played
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by information technology in promoting improved trade, tourism and education and
expressed concern at the prohibitive costs of internet service in the region’ (Pacific
Islands Forum 2000: para 9).

9 Good telecommunications will result in cheaper phone calls and cheaper internet
service providers, basic requirements for e-commerce.

10 Many countries have given effect to the Model Law’s principles, and Australia passed
the Electronic Transactions Act in 1999. Available at http://www.austlii.edu.au
[accessed 13 November 2003].

11 See Article 9 of GATS, which focuses on the anti-competitive behaviour of service
suppliers.

12 Australia proposed a more constructive approach to the United Nations’ Draft Code, but
this was not accepted by other parties (Asher 1992).

13 See Chapter 11, ‘Investment’, of the Australia–United States Free Trade Agreement.
Available at http://www.dfat.gov.au/trade/negotiations/us_fta/final-text/
chapter_11.html; see also http://www.dfat.gov.au/trade/negotiations/us_fta/guide/
11.html [accessed 2 June 2004].

14 See Article 8 of the Covenant on Economic, Social and Cultural Rights; Article 22 of the
Covenant on Civil and Political Rights; International Labour Organization Convention
Concerning Freedom of Community and Protection of the Right to Organise (No. 87);
and International Labour Organization Convention Concerning the Application of
Principles of the Right to Organise and Bargain Collectively (No. 98).

15 See Article 8 of the Covenant on Civil and Political Rights; International Labour
Organization Convention Concerning Forced or Compulsory Labour (No. 29);
International Labour Organization Convention Concerning the Abolition of Forced Labour
(No 105).

16 See Article 32 of the Convention on the Rights of the Child.
17 See Articles 2 and 7 of the Covenant on Economic, Social and Cultural Rights; Articles

2 and 3 of the Covenant on Civil and Political Rights; Article 1 of the Convention on the
Elimination of Discrimination Against Women; the Convention on the Elimination of
Racial Discrimination; International Labour Organization Convention Concerning
Discrimination in Respect of Employment and Occupation (No. 100) and International
Labour Organization Convention Concerning Occupational Health and Safety and the
Working Environment (No. 111).

18 See International Standards Organisation standards 14001, 14010, 14031 and 14041.
Available at http://www.iso.org/iso/en/ISOOnline [accessed 20 June 2001].

19 The global system provides a little lead for a possible framework for the Oceania
investment agreement on this issue. The WTO Agreement on Subsidies and
Countervailing Measures goes some way in curtailing measures taken to distort the
investment market—banning governments from giving subsidies to companies
contingent on their export performance, or contingent on their using domestic instead
of overseas goods—but not far enough in tackling issues such as tax incentives.

20 Downer (2003a) notes that remittances comprise almost 40 per cent of Tonga’s GDP.
21 I should note that I regard the Trans-Tasman Travel Arrangements as a precedent for

their labour mobility provisions alone, not their welfare provisions. Following a 2001
agreement between Australian Prime Minister John Howard and New Zealand Prime
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Minister Helen Clark, the Arrangements make reciprocal provisions for the payment of
pensions. Prior to this agreement, New Zealanders were eligible in Australia for
unemployment benefits as well as pensions; New Zealand would then compensate
Australia for part of this cost. Since Forum island countries will not be able to fund
welfare for their citizens in Australia and New Zealand, nor to provide Australians and
New Zealanders with reciprocal welfare rights, the provision of welfare is a non-issue.

22 Working holiday-makers are not allowed to work more than three months in any one job,
but, technically, they could have four different jobs and work for the entire twelve
months.

23 GATS Article 5 gives WTO blessing to labour market integration requirements, so long
as citizens of participating parties are exempt from requirements concerning residency
and work permits.

24 Article 39(2), Consolidated Version of the Treaty Establishing the European Community
Available at http://europa.eu.int/eur-lex/en/treaties/dat/EC_consol.html [accessed 22
October 2001].

25 Mr Downer is quoted as considering ‘working holiday arrangements or something akin
to that’; but ‘more work needs to be done to explore what’s possible and what isn’t
possible’ (Allard 2003:6).

26 Under this proposal, Forum island countries would received forty-four years of duty free
access to the Australian and New Zealand markets—from the commencement of
SPARTECA in 1981, to 2025, the conclusion of the implementation period—before
being asked to reciprocate fully.


