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Introduction

The Pacific Islands and Timor Leste were brought into the global economic system through colonial and military occupation. While Timor Leste was tied into the Portuguese sandalwood trade from the 1500s onwards, the other parts of the Pacific were brought into the global trade system much later. Regardless of the geographical, historical and cultural differences between the various Pacific island nations, all have remained peripheral from a global economic point of view and trapped in colonial-style economic relationships to the more powerful economies of Australia, Europe, East Asia, New Zealand and the USA, exporting mainly raw materials and importing practically all processed goods, from peanut butter to computers.   

Though the economies of the Pacific islands remain peripheral to the major economies, they are attracting the economic interest of the European Union (EU) and Australia in novel ways. With the current WTO Doha ‘Development’ Round stuck somewhere ‘between the death bed and the crematory’ according to the words of a Malaysian analyst, regional and bilateral Free Trade Agreements (FTAs), bilateral investment treaties (BITs) and Economic Partnership Agreements (EPAs) have become increasingly important for the EU, USA, Australia and Japan for furthering the goals of their trade policy.  

The EU has started negotiating an EPA with 16 Pacific Island nations (including Timor Leste). At the same time, Australia (and to a degree, New Zealand) has embarked on a regional foreign policy which is based on explicitly advancing free trade to a much greater degree than previously. 

The purpose of this paper is to give a bit of background information and critical analysis of these processes in order for a more informed debate on what we as civil society actors could or should do in this matter. The EU and Australia are of course not the only economic actors in the region. The EU in fact is currently a relatively minor player, though this might well change with the conclusion of the EPA process. East Asian countries such as PR China, Taiwan and Japan play important roles in the region, as does the USA, particularly in Micronesia and of course in American Samoa. Given the ever-expanding web of different free trade agreements the two processes dealt with here may well have unexpected results for the relationships with these other countries.

An ‘Arc of Instability?’ - The Pacific Island Countries in brief

The nations forming the Pacific Islands group of the ACP countries are amongst the youngest nation states in the world, gaining their independence between 1962 (Samoa) and 2002 (Timor Leste), and they are amongst the world’s smallest, both in terms of population size and area. Many of the islands in the region are still controlled by colonial powers (or are controlled under ‘mandates’ or ‘trusteeships’ as the language of international relations would have it), these including Australia, New Zealand, France, USA and UK. The state structures are often relatively weak and the countries face a number of daunting challenges.
Political instability
Political instability has been a major problem for many of the Pacific nations. For example in 2006 alone, politically motivated violence, fuelled by social and economic factors, racked Fiji, PNG, Solomon Islands, Timor Leste and Tonga. Unfortunately, more violence can be expected in 2007, at least in connection with the upcoming elections in Papua New Guinea (PNG) and Timor Leste, where the political elites have not shied away from manipulating armed youth groups to consolidate their grip on power. 
Australia, as the self-proclaimed ‘regional deputy’ to the USA (John Howard in 1999), has deployed police and troops to several of these crisis regions, and the Australian media and political elite have often used the label ‘failed state’ when referring to the neighbouring countries. The Australian foreign minister Alexander Downer has characterised Indonesia and the Pacific nations as forming ‘an arc of instability’ around Australia. The relations between the regional hegemon and the weaker nations have however become increasingly strained over the past years. New Zealand has been much more successful in the way it has managed its regional relations.    

The Pacific Island nations are thus in a double quandary. On the one hand, they are politically weak externally in their relations vis-à-vis Australia, New Zealand, the USA and the EU, often being highly dependent on them. On the other hand, they also often tend to be weak internally, with state structures which are often inadequate to provide the necessary services and often contested by rival factions. Given that currently almost a third of the governments out of the 16 Pacific nations in the ACP group are pre-occupied with violent internal crises, the question can be raised as to how successfully and legitimately they can present their nations’ interests in the EPA negotiations even if they would have adequate trade negotiating capacities.
Economic dependency
Like so many other post-colonial states, many of the Pacific nations have weak economies dependent on the export of one or two commodities, an increasing reliance on tourism and heavy dependence on ODA. Manufacturing industry is practically non-existent and much of the commercial sector is in the hands of non-indigenous people. Table 1 presents the figures for four of the larger economies of the region, Fiji, PNG, Timor Leste and Vanuatu.
Table 1:  Economic Structure of Fiji, PNG, Timor Leste and Vanuatu (Source: AusAid, 2006)
	Country
	Agriculture, Fisheries and Forestry as % of GDP
	Mining as % of GDP
	Tourism as % of GDP 
	All three sectors as % of GDP
	ODA as % of GDP

	Fiji
	15.9
	0.9
	12.8
	37
	2.3

	PNG
	33.1
	16.1
	6.3
	61.7
	6.4

	Timor Leste
	31.7
	n.a.
	n.a.
	n.a.
	44.9

	Vanuatu 
	15.4
	-
	16.6
	32
	11.7


The heavy dependence on agricultural exports, extractive industries or tourism places the Pacific islands’ economies in a very vulnerable position, as all three sectors are rather volatile in terms of the amount of income they can generate. 

Meanwhile, the heavy dependence on ODA in many of the countries as well as the reliance on foreign experts in running many of the states’ functions puts the governments of these countries into a very vulnerable position vis-à-vis the donor governments of the EU, Australia and New Zealand with whom they are negotiating the trade pacts.   

Demographic challenges

Many of the Pacific nations face a serious demographic challenge. In the Solomon Islands, for example, 42 % of the population is aged 0-14 years, in Timor Leste the figure is 38 % and in PNG 39 %. Birth rates are high. In the Solomon Islands the average woman gives birth to 3.9 children while in Timor Leste statistically 4.9 children are born to each woman. The results of the volatile combination of a fast-growing population, lack of employment opportunities and access to small arms have already been seen for example in the Solomon Islands in 2000 and 2006, in Timor Leste in 2006 and in the on-going phenomenon of raskolism which is afflicting PNG society (see for example Dinnen and Thompson, 2007; and Myrttinen, 2007). 
The fast-growing population also exacerbates conflicts over land, an issue complicated by the conceptual clash between traditional land rights and western-style land ownership, increasing urbanisation and increased scarcity of land due to environmental degradation and the reliance on land-intensive economic activities such as plantations, mining or tourism (which requires ports, airports, marinas, golf courses, hotel complexes…).   

Environmental catastrophes 
While many of the Pacific nations are suffering under the ‘normal’ environmental stress caused by plantations and mines, such as erosion or land and water pollution, global warming is literally putting the very existence of some nations in question. Many of the islands stand to lose substantial areas if and when sea levels rise, forcing people to relocate from the low-lying coastal areas. Some island nations are threatened in their entirety: Tuvalu’s highest elevation for example 5 metres above sea level, that of the Marshall Islands 10 metres. A projected mean rise of 1 metre in sea levels coupled with the expected increase in violent storms and cyclones caused by rising temperatures could potentially submerge these nations almost completely. Global warming is also expected to lead to a massive destruction of coral reef and mangrove ecosystems. UNEP predicts that possibly over half of the mangroves in the Pacific area might be destroyed, depriving coastal zones of vital protection from storms and cyclones. In American Samoa, rising temperatures have already led to the destruction of up to 90 % of the coral reefs. In addition to being an environmental catastrophe, it is also an economic one, as both the local fishing and tourism industries are dependent on the coral reefs (UNESCAP, 2000)
1. The ACP-EU EPAs

The European Union (EU) is currently in the process of negotiating a ‘new deal’ for the 77 ACP (African, Caribbean and Pacific) nations that are signatories of the Cotonou Agreement. The ACP countries are former European colonies which initially signed the Lomé Conventions in 1975 with what was then the European Economic Community. These Conventions regulated the aid, trade and political relationships between the ACP countries and what by their end in 2000 had been renamed the EU. In 2000, the Lomé Conventions were replaced with the Cotonou Agreement. 

A key element of this new Agreement are the proposed ACP-EU EPAs, or Economic Partnership Agreements. For the EPAs, the ACP countries have been divided into six regions:

· Caribbean region, 

· Pacific region,

· Eastern and Southern Africa,

· Western Africa,

· Central Africa, and

· Southern Africa. 

In the Pacific region, the countries in the negotiations are the Cook Islands, Fiji, Kiribati, Marshall Islands, Micronesia, Nauru, Niue, Palau, Papua New Guinea, Samoa, Solomon Islands, Timor Leste, Tonga, Tuvalu and Vanuatu. 

The negotiations began in September 2004 with a ‘roadmap’ and are supposed to be concluded by December 2007. According to the Pacific ACP-EU Roadmap, 

The goals of the agreement are to enable the Pacific ACP States to: 

(a) play a full part in international trade; 

(b) manage the challenges of globalization and to adapt progressively to new conditions of international trade in a manner and at a pace conducive to overall economic and social development; 

(c) enhance the production, supply and trading capacity of the Pacific ACP States as well as their capacity to attract investment; 

(d) support regional economic initiatives in the Pacific ACP region; 

(e) create a new trading dynamic between the Pacific ACP States and the EU; 

(f) strengthen the trade and investment policies of the Pacific ACP States; and 

(g) improve the capacity of the Pacific ACP States to handle all issues related to trade.

The question is – does the EPA live up to its promises for the ACP Pacific nations? 

A brief note on the use of the terms EU and EC (European Commission): the European Union is a union of now 27 member states while the European Commission is the executive body of the Union. Trade negotiations are carried out by the EC on behalf of the governments of the EU member states, and often beyond the scrutiny of the member states’ parliaments, civil society or media.  

What are EPAs?

In 1975, what was then the European Economic Community signed the Lomé Conventions with a group of former European colonies in Africa, the Caribbean and Pacific. These conventions included clauses on European aid to these countries as well as a system of preferential access for products from the ACP countries to European markets while retaining the right to protect their markets from heavily subsidised EU exports. The Lomé Conventions expired in 2000 and were replaced by the Cotonou Agreement, under which it was agreed to maintain the Lomé preferential system until the end of 2007 after which it would be replaced by an EU-ACP EPA. The preferential system has, as the name implies, given preferential access to ACP producers to the EU markets, at least in theory.  

EPAs are basically another term for free-trade agreements (FTAs) under which the signatories to the agreement pledge to open up their markets to each other in a WTO-compatible manner, i.e. in compliance with trade rules agreed to at the WTO negotiations. One reason the EU is pushing for the EU-ACP EPA is that the current Lomé system of preferential access is not seen as WTO-compliant. This is also used as a way of pressuring the ACP countries to stick to the European Commission’s self-imposed timetable: the EC has pledged to the WTO to end its preferential treatment of ACP countries by the end of 2007.

If one takes the dominant free-trade rhetoric at face-value, there seems to be absolutely nothing wrong with EPAs or FTAs, they are agreements which encourage free trade which in turn increases economic activity both in Europe and the ACP countries, thus creating a ‘win-win’ situation. Unfortunately, the reality looks somewhat bleaker. So what is wrong with EPAs?

The problems with EPAs...

There are several potential problems with the proposed ACP-EU EPAs when looking at them from the ACP perspective. The problems are both structural as well as in the content of the EPAs, though one must keep in mind that the negotiations are on-going for another year and thus the content of the EPAs will still change.

Structural problems

As Oxfam pointed out in a recent study on the ACP-EU EPA-process (Oxfam, 2006), the EPA negotiations pit some of the world's strongest economies against some of the weakest. The 27-nation EU is the world's largest single market and biggest exporter, the ACP countries on the other hand include 39 of the world's 50 least-developed countries (LDCs), a fact that can be seen as being interrelated. The LDC group includes Solomon Islands, Timor Leste and Vanuatu. 

While in the WTO negotiations and in the previous EU-ACP negotiations there was still an element of ‘collective bargaining,’ in which weaker governments were able (to a degree) to draw on support of stronger governments when negotiating against the EU, USA or Japan, the EU-ACP EPA negotiations are being conducted regionally. Of the six groups, the Pacific group is arguably the weakest regional group. The combined GDP of this group is 1 400 times (!) smaller than that of the EU, and even the combined GDP of the strongest group, West Africa, is merely an 80th of the EU (Oxfam, 2006).  

One can see an element of ‘divide and rule’ here, one that is especially precarious for the Pacific Islands, having arguably the weakest bargaining position. In Southern and Eastern Africa, this impression of ‘divide and rule’ has been even more apparent as the EU has forced countries to choose which regional organisation they negotiate through, thus weakening each of these regional organisations in turn (Oxfam, 2006; Southcentre, 2006).

Furthermore, there is a clear discrepancy in negotiating capacity. The European Commission can draw upon a pool of literally hundreds highly-trained and experienced negotiators supported by thousands of economists, lawyers, diplomats, private-sector lobbyists etc. and the necessary technical and financial infrastructure for their work. In addition to the EC’s own negotiating team, they can also rely on the support on the national negotiating teams of the 27 member states. By contrast, some Pacific nations have no more than one trade negotiator (Kelsey, 2005). Furthermore, a number of countries in the region are in a state of profound political and social upheaval.  

The EPA negotiations are also characterised by a lack of transparency, lack of parliamentary oversight (both in the ACP countries and in the EU) and lack of civil society input, e.g. from farmers’ unions, trade unions, critical academia, or the media, contrary to what had been agreed to in the Cotonou Agreement. Non-state actors are allowed to participate, but more often than not these are merely technical advisors (Southcentre, 2006).  

The timetable given for the negotiations is impossibly tight and the pace of negotiations is lagging far behind the schedule. For example, as I was told by the EU Commission representative in Timor Leste, there has so far been only one video conference between Brussels and Dili on the topic – and there is only one year left now before the deadline for the negotiations. Nevertheless, there is no realistic alternative that the EU is willing to consider to the EPAs. 

As the 2005 UK Parliament’s International Development Select Committee Report on the EPAs puts it,

We are concerned that the EU is approaching the negotiations with the ACP as if they were a game of poker. The Commission is refusing to lay its cards on the table and to dispel the ACP’s fear that it stands to lose more than it will gain. While this may be acceptable behaviour for partners with comparable hands, it is unnecessary and unwelcome in the current negotiations. The ACP is negotiating under considerable duress and the EU approach emphasizes the unequal nature of the negotiation process. If the negotiations are to be successful, these worst fears have to be allayed now. (quoted in Southcentre, 2006) 

If and when an EU-ACP EPA comes into effect, the economic and political position of France’s remaining colonies in the South Pacific might change as well, as they would become the closest ‘EU territory’ to the Pacific nations.  

Content problems:

When one considers the benefits of a possible EPA from the perspective of the LDCs, there is little for them to gain. Since 2001, the EU has already opened its markets to LDCs under the ‘Everything but Arms’ (EBA)-programme, according to which LDCs can import anything except for weapons and ammunition duty-free into the EU - at least in theory. Several obstacles however remain and would remain in place in spite of an EPA. The key one of these from the point of view agricultural exporters are the tight sanitary and phytosanitary standards (SPS) of the EU which can be used to keep produce out by referring to potential health or environmental risks. For industrial products, tight technical standards and rules of origin need to be met. 

For non-LDC countries, the EPAs look to be a worse deal than the existing Lomé and Cotonou agreements, as the number of products which they can protect under the special and differential treatment (SDT) provisions look to be reduced. Negotiating to keep them in place would also require a certain degree of unanimity within the respective negotiating blocks. 

On the other hand, the EPA would open up the ACP markets to EU exports to a greater degree than previously. The EU’s manufacturing and agricultural industries remain extremely heavily subsidised. Even without the subsidies, the possibilities of ACP country small-scale farmers surviving a competition with the EU’s agribusiness giants are minimal at best. Even taking the best case scenario that the ACP producers would be able to withstand the competition and overcome EU trade barriers such as the SPS, they are severely hampered by the lack of necessary export infrastructure, especially in the Pacific region. The ACP countries often also find themselves competing against each other as they are trying to sell similar products.  

Going beyond the WTO

The EC is, however, looking far beyond the ‘traditional’ trade in merely goods. It looks to be using the EPA negotiations to force the ACP countries to accept what the EC negotiators were unable to push for at the WTO negotiations, in effect making the EPA a WTO-plus agreement (i.e. going beyond what was on the table at the WTO). In these negotiations, the ACP countries will not be able to rely on the support or help of countries with strong negotiating teams such as Brazil, India or Malaysia. What the EC seems to be looking for is to use the EPA to push the ACP states to agree to further concessions on TRIPs (Trade-related Intellectual Property Rights), on the trade in services and on the so-called ‘Singapore issues.’ 

As only Fiji, PNG and Solomon Islands are WTO members in the Pacific region, this puts the other 12 Pacific countries in the somewhat absurd position that the EPA with the EU would possibly force them to accept far more than they would if they would join the WTO.

TRIPs

It remains somewhat unclear what exactly the EC is pushing for in terms of intellectual property rights, but indications are that it would go beyond what was on the table in the WTO. As the European Trade Commissioner Danuta Hübner stated in 2004, 

“There should be no taboo… Apart from trade in services, where I believe [the ACP] countries stand to gain a lot, I am notably thinking of a number of trade-related areas such as competition policy or the protection of intellectual property rights” (quoted in Kelsey, 2005). 

If previous negotiations on TRIPs are anything to go by, this would probably mean that the EU is seeking increased protection for its own intellectual property rights while seeking to gain increased access to indigenous knowledge and life forms. Though the TRIPs issue has not been openly pushed by the EC, they have apparently gone far enough to warrant a joint statement by the African Union demanding that the EC does not go beyond what has been agreed to at the WTO on this issue.

Services

The issue of trade in services is an interesting one, as it show-cases how unabashedly the EC uses different yardsticks in different places. What the EC is pushing for goes beyond what the EU allows for within the Union itself. Any Swedish or Polish service provider would have easier access to the Camerounian or Tongan market than to the neighbouring German market. 

According to Kelsey, 2005 and Oxfam 2006, the EC is pushing for much wider concessions on services than the GATS (General Agreement on Trade in Services) treaty agreed to at the WTO or in the Cotonou Agreement in 2000. In at least two cases in the Pacific – PNG and Solomon Islands – this has included demands the restrictions on foreign ownership of land be lifted, a demand with an obviously explosive potential. Furthermore, the EU countries have expressed interest in the maritime shipping, water, telecommunications and education sectors. The benefits of opening one’s markets to foreign service providers are debateable. At least in the water sector the results have been underwhelming. The ‘carrot’ for the ACP countries would be that they might be allowed to send more service providers (e.g. nurses, caretakers) to the EU countries. But given how restrictive the EU countries are even to citizens of other EU member countries, this seems a very small carrot indeed.

Singapore Issues

The Singapore issues are named after the first WTO Ministerial Meeting held in Singapore in 1996. At the ministerial, the EC proposed adding four new issues to the WTO. At the face of it, these issues seem rather technical, but the devil is in the details. As Jawara and Kwa (2003) put it, the Singapore issues (or ‘new issues’) “are essentially about removing any domestic legislation in developing countries that favours local companies over foreign companies.” 

The four issues are:

- Transparency in government procurement
As Jawara and Kwa (2003) point out, government procurement plays an important role in the economy of many developing countries, accounting in some cases for up to 20% of the GDP. Given this important role played by the public sector in developing countries, the demand for transparency would seem to be merely a logical step in promoting good governance. For the EU and the USA, however, transparency looks to be the door through which to gain market access to these lucrative markets and foreclosing the possibility of national governments to support their productive sectors by favouring national products in their procurement processes.   

- Competition policy
In terms of competition policy, the aim of the EC is to remove measures which it deems anti-competitive, especially those placing foreign companies at a disadvantage with respect to national companies. As with investment policy (see below), this would mean placing local small-scale companies at the same level as multinational giants. On a positive note, the EC is looking to use competition policy to counter price-fixing by multinational cartels (Jawara and Kwa, 2003).  

There is a degree of hypocrisy in the calls by the EC and USA for the scrapping of anti-competitive policies as they themselves are quick to use anti-competitive measures (re-labelled as something else, of course) to protect their own markets from outside competition.

- Investment 

The EC is pressing hard for an inclusion of an MAI-style investment agreement in the EPA negotiations. The MAI, the multilateral agreement on investment, was successfully shot down by the joint effort of southern governments and CSOs in 2000 - and now the EC seeks to bring it back to life. What the MAI was based on was the principle of ‘non-discrimination,’ meaning that outside investors need to be treated the same way as national investors. 

While this sounds fair enough in theory, in practice it would strip the signatory states of the possibility of conducting independent national economic policies. The multinational ABN-Amro Bank would need to be treated as an equal to local rural Zambian co-operative. Protective policies such as caps on the returning of profits to EU countries, limits on ownership, insistence on joint ventures, requirements regarding minimal amounts of local employment or training requirements for the staff would become illegal. The restrictions on the returning of profits by multinationals or international speculative capital is, for example, one reason which allowed Malaysia to rebound faster from the 1997/1998 economic crisis than its neighbours. 

What the EC is offering as a carrot is increased foreign direct investment (FDI), though at least the East Asian experiences before and after the crash in 1997/1998 have shown that without other proper structures in place, a mere increase in FDI does little good to the economy (see for example Bello et al., 2004). Even then, liberalising investment rules does not automatically increase FDI. East Asia, with more restrictive investment rules, has attracted far more FDI than fully liberalised African countries (Jawara and Kwa, 2003).        

· Trade facilitating measures. 

This is the only Singapore issue that has been on the table at the WTO. The ACP countries, especially the African members, have been adamant in resisting the inclusion of these in the EPA negotiations while the EC has been equally stubborn in keeping them on the table. 

What the EC is calling for sounds practical and innocuous enough – simplifying trade and customs regulations, reducing the need for documentation, automation of customs controls and improving the human and physical infrastructure of import and export management. There are two main arguments against the inclusion of trade facilitating measures. The first one is their prohibitive cost to the developing country governments. The second objection arises from the suspicion that the developed countries want to reduce the capacity of developing countries to regulate cross-border trade by MNCs by questioning the transaction values they present to the authorities (Jawara and Kwa, 2003).    

Quite apart from the problems with the issues themselves, many of the developing countries have asked what the point is of diverting millions of dollars badly needed state funds from other projects into facilitating the way for western exporters and investors to conquer their markets when developing country exporters stand little chance of finding their way to developed country markets? While calling for open markets, the US Congress banned the use of Chinese computers in government offices citing security concerns and the EU closed its markets to Chinese textiles and Vietnamese shoes citing anti-dumping concerns.  

Long-term impacts   

The long-term impacts of the EPAs remain unclear as the impact assessments which are supposed to be carried out have in many cases yet to be even commissioned. The ones which have been carried out have produced results which are at best ambivalent regarding the potential positive impacts of EPAs for the ACP countries (Southcentre, 2006). 

Both the Lomé and Cotonou agreements laid the framework for EDF, the European Development Fund. The European Commission has suggested that some of the aid money could be used for paying for the implementation costs of a future EPA. This is the same ‘aid-for-trade’ carrot the EU dangled at the WTO Hong Kong ministerial in 2005. While it sounds good, the substance of aid-for-trade is a lot more dubious. In effect, it means diverting funds from existent aid programmes towards technical assistance projects, the aim of which is only to pave the way for ‘free’ trade. Much of the money ends up going towards hiring European advisors into the relevant ministries and agencies. Furthermore, this aid-for-trade would come from the existing aid budget, so that instead of support for say health care the money would go towards opening up the markets for European producers (Oxfam, 2006). 

The loss of government revenue has become an issue of increased concern to many LDC countries. The implementation of the EPAs would greatly reduce the income to governments from import tariffs and customs duties. For many of the Pacific nations, these are a major source of government income (ADB, 2005). As with the other potential impacts of EPAs, here is still relatively little research into the possible loss of revenue, but initial indications point to potentially dramatic impacts. According to Stevens and Kennan (2005), ‘three-quarters of the ACP countries stand to lose 40 % or more of their tariff revenue from the EU, and for one-third it could be 60 % or more.’ 

An acceptance of the EPAs will also most likely increase the already strong ‘hub-and-spoke’ (Oxfam 2006) relationships to EU and discourage regional integration – even though this was the official reason given by the EU for wanting to have six regional rounds of negotiations.   

2. PICTA, PACER and the Pacific 2020 Vision 

One of the peculiarities of the Pacific region with respect to the other ACP countries is that due to its geography it is less directly linked to the EU markets than the African or Caribbean territories. Many of the Pacific nations’ main trading partners are Australia, New Zealand, Japan, China, Taiwan and the USA. Having a major FTA with the EU might complicate the Pacific nations’ position vis-à-vis these other trading partners, who would of course be keen on gaining similar access, e.g. in the field of services or intellectual property rights. 

Australia for one has already made it clear in its position paper on the Pacific that it views seeking market access for Australian companies as one of the cornerstones of its policy in the region. AusAid’s Pacific 2020 policy paper spells out explicitly and in detail what is expected of the regions countries:

The recently approved Pacific Plan embraces not only regional cooperation, but also economic integration. Given the importance of remittances in the Pacific, the challenge of integration extends beyond trade in goods to integration in global labour markets. This is especially important for the microstates that lack domestic economic opportunities and for Melanesia with its rapid population growth. One path to economic integration is through the negotiation of free trade agreements covering goods and services – agreements between Pacific island countries, but more importantly with developed trading partners such as Australia and New Zealand.
[…] the Pacific island countries are not natural trading partners and integration

with larger economies will do more to help growth. Given their heavy reliance on trade in services (including the export of labour and consequent remittance flows) and their need for foreign investment, it is in the interest of Pacific island countries to seek free trade agreements covering goods, services and investment.
This theme is elaborated upon throughout the policy paper, stressing the benefits and avoiding the mentioning of potential pitfalls of full-scale trade liberalisation. The paper maps out three scenarios for the Pacific nations (‘failed states,’ ‘muddling on,’ and rapid growth), four crosscutting growth factors needing neo-liberal adjustment for ‘rapid growth’ to take place (investment, labour policy, land and political governance) and names five productive sectors (agriculture, fisheries, forestry, mining and petroleum, and tourism) which should be concentrated upon.
Many of the issues raised by the paper are potentially very explosive and destabilising socially, politically and economically. These include the paper’s calls for land tenure reform, a more flexible labour market, a ‘better investment climate,’ the setting up of Export Processing Zones (EPZs) and an even greater reliance on export crops and the mining sector. 

Predictably, the paper embraces the neo-liberal doctrine that state intervention should be avoided at all costs (except to force above-mentioned reforms). The issue of good governance takes a central place, there is a call for less government expenditure, and a clear bias against national solutions. Paradoxically, the paper refers to East Asia as an example for sound economic and social policies – with no mention of the high degree of state intervention in the economy which has been fundamental in ensuring their high degree of economic development (Bello et al., 2004; Cummings, 2004). 

Another positive example used is Mauritius, another ACP state. While the Pacific 2020 paper talks of Mauritius in glowing terms, others such as Oxfam (2002) are much less optimistic, as the island state extremely reliant on sugar exports to the EU. The relatively favourable terms for sugar from Mauritius are to end with the ACP-EU EPA. Australia has also been one of the nations pushing hardest for a review of EU sugar policy.    

Many of the Pacific Islands nations are already in FTA arrangements. The first one of these was PICTA, the Pacific Island Countries Trade Agreement between the Pacific Forum nations. It is only concerned with removing tariffs for trade in goods, giving a deadline of 2011 for Fiji, PNG and Tonga and 2013 for the other countries. Sensitive products can be exempted until 2016. According to Kelsey, 2005, the costs of implementation will be high but the expected benefits small, as there is little in the way of trade between the island nations.

A much more comprehensive treaty is the Pacific Agreement on Closer Economic Relations (PACER). The PACER FTA is an example of how Australia and New Zealand are already seeking to increase their economic influence while the EU-ACP EPA negotiations are going on. The PACER will come into effect once seven out of the 16 signatory nations (including Australia and New Zealand) have ratified it (FTAWatch, 2006). 

The agreement foresees the commencing of reciprocal free trade negotiations by 2011 – or if ‘triggered’ by other events such as an FTA with the EU. Thus one of the interesting possible implications of the ACP-EU EPAs might well be that it would force the Pacific nations, under the PACER, to grant Australia and New Zealand the benefits that the EU has negotiated for itself under the EPA. For the Federated States of Micronesia, Marshall Islands and Palau the EPA would in all likelihood force them to grant the same concessions to the USA (Kelsey, 2005).  
In conclusion…

The Pacific island nations and Timor Leste are facing a number of serious social, political, economic and environmental challenges in the upcoming decades. The solution offered by both Australia and the EU is for the countries to open up their relatively fragile economies – indeed their societies – to the market forces. Whether this is the best way is a matter of debate and this debate should be encouraged. Instead, the governments of the developed countries are telling the developing ones that ‘there is no alternative.’ It is therefore up to us in civil society to prove the opposite. The negotiations which are underway are skewed in favour of the stronger economies of the EU and of Australia and New Zealand. They go far beyond what was at the table at the WTO – even though only three of the Pacific countries in the ACP process are WTO members. The negotiations are going ahead on a tight schedule from which the EU seems unwilling to budge. The questionable way the processes are proceeding, the content problems and the 
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