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Endemic  instability of theSouth Pacific
Helen Hughes

Independence and aidWhen Captain Cook cruised the South Seas in the 18thcentury, life in the islands was so attractive that he had totake heroic measures to prevent his crews from deserting.The islands were beautiful and lush, food and leisure wereample, and island dances and rituals attested to plenty. Theislands did have a dark side. Incessant fighting led tocannibalism and many rituals used human sacrifices.Infanticide prevented excessive population growth. But to18th century sailors the contrast with their home orshipboard lives made the Pacific Islands seem like paradise.After the colonial carve-up of the Pacific, the pace ofchange remained slow. Exports of minerals and agriculturalproducts paid for cargoes of industrial goods, butinvestment in ports, roads and utilities, health and educationwas largely confined to administrative centres whereEuropean and American colonial administrators andmissionaries enjoyed a leisured, if isolated, life. Paul Gauginand Robert Louis Stevenson were among the many�beachcombers� who escaped the harshness of 19th centuryindustrial societies in the Pacific.When the last quarter of the 20th century inaugurated anew era of independence, the gap in living standardsbetween island and industrial countries no longer favouredthe Pacific. Technological change had transformedindustrial countries. Nearby Asia not only achieved politicalindependence, but began to catch up with industrialsocieties, becoming socially, politically and culturallyintegrated into the modern world. Pacific Islanders thoughtthat political independence (or territorial self-government)would set them on the same path to progress.The aid industry promised to help. Between 1970 and2002, the Pacific received $US55 billion (in 2000 dollars),the highest per capita aid flows in the world. For PapuaNew Guinea aid only averaged $US100 per head annually,but French Polynesia and New Caledonia received morethan $US1000 per capita a year and the very small islandsof Niue and Tokelau averaged over $US3000 per head peryear. Apart from France, Australia has been the principalaid contributor to the Pacific, together with the UnitedStates, Japan and New Zealand. The International MonetaryFund, the World Bank and the Asian Development Bank

have contributed little aid funding, but they have devotedthousands of man hours and hundreds of thousands of pagesof advice to the Pacific. So have UN agencies. The PacificIslands are members of more than 30 internationalorganisations whose staff constantly visit the region. Pacificbureaucrats, academics and businessmen in turn attendinternational conferences, workshops and seminars.Two economic theories hypothesise about the effect ofaid on growth and development. A �two gap theory� arguesthat poor countries cannot save enough or earn enoughforeign exchange to invest and grow; they need aid to fillthese two �gaps�. This is the justification for the vastinternational aid industry, with its army of staff, thattransfers $US50 billion a year to developing countriesworldwide. Unfortunately, research on aid and developmenthas been unable to find that aid leads to growth. Economistsagree that aid is only effective if a country adopts pro-growth policies. And there is now even doubt whether aidis effective in these circumstances. Certainly, in rapidlygrowing countries, from Botswana to China, aid has notbeen a factor in development. Overall, the relationshipbetween the volume of aid and growth is inverse.An opposing theory of aid, the Bauer thesis, argues thataid is inimical to growth and development for three reasons.First, aid makes it possible for governments not to governresponsibly, but to waste their revenues on excessivepayments to politicians and public servants instead ofbuilding roads, ports electricity networks, health centresand schools. The principal effect of aid is thus to keepirresponsible governments in power. Second, aid hasnegative economic impacts. Aid flows overvalue thecurrency, harming exports. Because aid goes togovernments, it inflates the public sector at the expense ofthe private sector. And third, aid encourages corruption.Bauer therefore argued that it is extremely difficult, if notimpossible, to give aid effectively.Economic stagnationThe Pacific is a microcosm of the Bauer thesis. Aid hasenabled Pacific governments to pursue economic policiesthat prevent growth. Table 1 shows the appallingdevelopment record of the Pacific since independence.
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Some of the smaller territories, notably Samoa, theNorth Marianas, Cook Islands and Niue have shown someprogress. All but Samoa are not independent but have aclose association with a developed country. Average percapita income is also higher in French Polynesia and NewCaledonia�territories of metropolitan France�but it ishighly skewed toward the French bureaucrats who run thepublic services. In the main, the only non-elite Pacificislanders who have improved their standards of living areSamoans, Tongans, Indian Fijians, Micronesians and otherswho have emigrated from the Pacific.Overall population has been, and is, growing faster thanincome. With elites��big men� in villages, politicians andpublic servants and a few business people�appropriatingmost of the benefits of growth, most Pacific Islanders�standards of living have stagnated or declined. The hardwork of the women keeps the Pacific fed, but agriculturalexports have declined. Men are not taking up coffee, cocoa,copra, palm oil and other opportunities, there is thereforeno off-farm employment and there are no urban jobs. Boysgrow into men without a decent education and withoutopportunities to work and earn an income. Girls have evenworse prospects.Social disintegrationSocial deprivation means Pacific Islanders�particularlythe women�live in the most socially retarded countriesin the world. Many Pacific Islanders can only expect tolive 60 years compared to Australia�s 80 years. Child, infantand maternal mortality is horrific because of the limitedavailability of water and sanitation and crowded housing

on which diarrhoea and chest diseases thrive. Malaria isreturning and modern diseases are spreading. Nauru hasthe highest incidence of diabetes in the world. An HIV/AIDS epidemic is emerging with more than 40,000 peopleacross the region already infected. If HIV/AIDS continuesto be neglected, 1�1,500,000 people are expected to beinfected by 2015�2020 in Papua New Guinea alone.Less than half of the children in the Pacific attendprimary school regularly. Village schools lack sanitation,power, books and often pencils and paper. Teachingmethods that have destroyed the three �R�s in Australianschools dominate. In addition, teaching in local languageshas become so iconic that today�s children (like AboriginalAustralian children in remote communities) are less welleducated than they were in Missionary schools. Aid paysfor these philosophies in the Pacific. Only the elites, theFrench territories and communities with emigration inmind, have a reasonable education.Corruption at the top leads to economic stagnation andsocial disintegration follows. Port Moresby ranks alongsideother economically failed capitals such as Nairobi, withthe highest incidence of violent crime in the world. Its gangwarfare is like Haiti�s. Crimes against property have reachedepidemic proportions in Suva as unemployed youths driftinto town. Violence, particularly against women, isprevalent in villages where property crime is alsoincreasing. Disturbances in the Solomon Islands wereessentially over land and jobs. While the Australian-ledRAMSI (Regional Assistance Mission to the SolomonIslands) force found it easy to deal with relatively smallnumbers of modern weapons, home-made rifles and

2003

5,320,000
812,000
447,000
235,000
213,000
199,000
170,000
118,000
100,000

91,000
70,000
50,000
21,000
20,000
20,000
12,000
11,000

2000
1000

Population
2002

Population
growth

1970–2000

3.7
1.9
3.9
3.7
3.2
4.6
0.6
3.3
0.5
2.8
na
2.9
0.0
na
na
na
1.6
na
na

National income per
capita: 2001 purchasing

power parity in $US

Average annual real
income growth per capita

1970–2000 2002

2450
4920
1910

24080
25,200

3110
6130

na
na
na
na
na
na
na
na
na
na
na
na

1.0
1.7

-1.4
0.1

-0.9
-1.1
2.0

-1.3
2.1
0.6
na

-3.5
na

-0.3
na
na
na
na
na

-3.0
2.7

-12.8
3.4
na

-1.9
5.3
0.6

-1.1
-0.8

na
-1.3
7.1

-0.5
na
na
na
na
na

0.0
3.4

-2.5
na
na

-0.6
3.5
na
na
na
na
na
na
na
na
na
na
na
na

Papua New Guinea
Fiji
Solomon Islands
French Polynesia
New Caledonia
Vanuatu
Samoa
Fed. States Micronesia
Tonga
Kiribati
North Mariana Islands
Marshall Islands
Cook Islands
Palau
Wallis and Futuna
Nauru
Tuvalu
Niue
Tokelau

Table 1: Population, Per Capita Income in 2001 and Average Annual Real per Capita Gross Domestic Product Growth,
1990–2001, 2002 and 2003.  (Source: H. Hughes, ‘Aid has failed the Pacific’, Issue Analysis, May 2003 and ‘Is the Pacific viable’,

Issue Analysis, December 2004, Centre for Independent Studies, Sydney)
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machetes, in Bougainville and the Papua New GuineaHighlands fighters are armed with large numbers of modernhigh-powered weapons. A cannabis-for-guns (packed incrates of secondhand clothing) trade flourishes via theNorthern Territory. Kalashnikovs are unloaded in timbercamps with saw-milling equipment. The Pacific is awashwith guns. Political coups ever threaten to explode.At present the Pacific�s social and political disintegrationdoes not represent a traditional military threat to Australia.The Solomon Islands are not going to invade us. Nauru�s,Kiribati�s and Vanuatu�s chasing of China�s and Taiwan�sfavours will not precipitate an international war. The saleof passports by Kiribati and Nauru and the theft of PapuaNew Guinea�s passport printing equipment do not representa major invitation to terrorists. The Pacific Islands�pornography and pedophile Internet sites do not have aworld monopoly. Money laundering by Nauru and Vanuatu�off-shore banking� is part of worldwide systems, but itdamages the Pacific through corrupt payments to local elitesthat result in political thuggery.But if the Pacific continues to stagnate its problems willincrease. By mid century, with the demographics alreadyin place, Papua New Guinea will have a population of some10 million and the Pacific as a whole some 15 millioncompared to Australia�s 23 to 25 million people. At the veryleast, unless there is substantial growth, Australia will beflooded by �boat people� from the Pacific. At worst, PapuaNew Guinea could become a serious failed state and/or aformidable rogue one. Our military and police forces willinevitably be, to use the polite euphemism, �put in harm�sway�, as our children and grandchildren reap the dragon�steeth that our policies are sowing.Is the Pacific viable?The international aid industry supports the Pacific in a litanyof excuses for its lack of growth. The smallness of thecountries, their distance from markets and each other, theirlocation in the midst of the vast Pacific and their geographicconfigurations (too mountainous or too low and flat), are

said to prevent growth and require large volumes of aid.These excuses do not bear examination. The Pacific islandsare located near the world�s most rapidly growing marketsin Asia. They have enormous tourist potential. Most of theland is fertile. A regenerating timber industry could be agreat source of wealth. The Pacific has huge fish resources.And the Pacific�s �rim of fire� is rich with minerals. Thecosts of transportation and communications have beensharply reduced so that distance would not be a problem ifPacific governments did not pursue counterproductivetransport and communications policies.The Pacific�s natural advantages suggest that its per capitaincome should be growing at some seven per cent a year. Withthe growth-oriented policies that have been followed in rapidlygrowing developing countries, the present per capita incomeof some $US2500 per head would become $US20,000 (intoday�s dollars), that is close to Australia�s current percapita income, in one generation or some 30 years. PacificIslanders could then have the standard of living thatAustralians enjoy today. Reform can not, of course, beimposed from the outside. But the pages of Pacific newspapersshow that there is a strong demand for growth and security. Ifaid did not support policies that undermined growth, thePacific Islands could then choose reform options.A reform agendaInappropriate institutions, introduced in the colonial eraand extended by international agencies in the early days ofindependence make the Pacific egregiously over-governed(Table 2). Pacific countries are spending the bulk of theirrevenues and aid on excessive parliamentary and public-service structures. Nothing is left for education, health andinvestment in infrastructure. For the smaller islands,membership of the UN and other international organisationsimposes financial costs and uses scarce manpower. Thecolonial powers were too self-centred to create some formof Pacific federation. It will now take at least a generationto collapse even the small Pacific institutions into oneefficient polity.
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Table 2: Members of Parliament, Voters per Representative and Cabinet Members in the Pacific, 2004.
(Source: H. Hughes, ‘Is the Pacific Viable?’, Issue Analysis, December 2004, Centre for Independent Studies, Sydney.)



t

20 Defender—Summer 2004

Twenty years of aid-supported programs to �improve�governance� in the Pacific have not addressed thefundamental problems of excessive government. Somecountries have improved their budgetary management, theyhave not done so by downsizing but by reducinginvestment and social-sector expenditures. The PacificIslands will have to cut their governments and internationalmemberships to a size commensurate with their real needsif they are to be able to grow and develop. Some of thesmaller ones would be well advised to follow prosperousterritories, such as American Samoa and the NorthMarianas, and integrate with larger, effective states. Allwill have to reduce their governments and public servicesto be able to grow.The theory of resource �rents��incomes from minerals,timber and fish�suggests that such incomes are, similarlyto aid, difficult to manage. Resource industries create littleemployment, appreciate the exchange rate so that labour-intensive exports are difficult, and lead to corruption.Nauru�s path from �riches to rags� classically illustratesthe failure of the theory of rents in the case of minerals.By opting for early intensive resource development, thePacific has wasted its resource income. Mineral and timber�rents� are now falling to compensate for risks associatedwith crime and civil unrest. They continue to be wasted.The communal ownership of land is the principal brakeon Pacific growth. The productivity of agriculture remainslow as a result. Agricultural exports are in declinethroughout the Pacific. In Fiji tourist hotels have to importfruit and vegetables from New Zealand and Australia. Nocountry in the world has developed without individualproperty rights. Communal ownership suits the village �bigmen� and their parliamentary allies. Land registration andthe reform of land tenure are unfortunately opposed bymany of the expatriates who have been managing landpolicy in the Pacific and by anthropologists fearful of losingtheir laboratories. It is also opposed by the socialists whodominate thought in Pacific universities and idealise�wantok� as a social security system, But communalownership at best provides security at a very low standardof living and none when population presses on land. Theweak fare better when the development of private propertyrights stimulates growth.The Pacific has inherited inappropriate businessregulations that prevent the growth of the informal sector.Police are still bulldozing markets and upsetting womenbetel nut sellers� trays when they are not paid their�protection� money. Although base wages are low even inthe �formal� sector, industrial awards, with shift work,holiday and even long service loadings come into playwhen a firm becomes established and this prevent itsexpansion. Fiji was able to establish clothing exports byignoring such rules after the 1987 coup, Samoa has motorvehicle component exports and the Northern Marianas alsoexport clothing, otherwise there is negligible labourintensive production.Although most of the Pacific islands are open to trade,some have been damaged by protectionist measures that

provide little employment, raise costs to other producersand consumers, but make large monopoly profits for theprivileged businesses that engage in sugar, cement, canningand other production on an inefficient scale for domesticmarkets. Paradoxically, SPARTECA�s (South Pacific Tradeand Economic Cooperation Agreement) preferential marketaccess to Australian and New Zealand markets damagedPacific exports. The United States had a similar scheme.Pacific exports could bear high labor and infrastructurecosts. As tariffs declined, Pacific exports were exposed tocompetition from Asia in Australasian and Americanmarkets. The European Union is spending its aid to thePacific developing a Pacific Union in its image. But thePacific countries� trade, unlike Europe�s, is dominantly withthe rest of the world because they do not have, even on aPacific-wide basis, the economies of scale for the varietyof goods and services they need. Pacific politicians andbureaucrats are rejoicing in the rents from yet anotherinappropriate trade scheme.The Pacific�s water, power, sanitation, transport andcommunications are still largely government owned. Theircosts are high so that they burden producers and consumersand they do not reach outside the principal centres.Privatisation is urgent.Migration to AustraliaAustralia, as arguably the world�s most successful countryof immigration, knows that firm policies are needed toensure that the benefits immigrants gain and bring to theirnew country exceed the costs. Immigrants are thus aproblem for host countries that encourage welfaredependency. Many South Pacific Islanders have been ableto improve their living standards merely by accessing NewZealand welfare payments. But the resulting problems ofpoor schooling, alcoholism, drug abuse and criminalbehavior plague the immigrant ghettos. Barely literate andunskilled immigrants would not be able to find jobs inAustralia. Where they were skilled they would evisceratethe narrow skill bases at home.The proposal for temporary guest workers from thePacific stems from wishful thinking about a pliable laboursupply for such jobs as fruit picking and domestic nanniesat present supplied by young, educated and entrepreneurialbackpacking, tourists and exchange workers. But there isstill a reserve of unemployed in Australia for such jobs,notably in Northern Australia where efforts are now beingmade to engage young unemployed Aborigines dependenton social security in �mutual obligation� commitments.European and North American experiences suggest thatshort-term immigration leads to serious problems. In thePacific there would be another problem with themanagement of short-term unskilled migration. When in2003 a group of Australian Senators visiting Port Moresbyraised the possibility of a managed short-term migrationprogram from Papua New Guinea to Australia, the proposalwas welcomed by leading Papua New Guinea politicians.They worked out a scheme by which those �selected� wouldbe expected to pay for the privilege before the Senatorshad left Port Moresby. They had no doubt heard of Imelda
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Marcos� schemes to milk Filipino domestic servantemigrants.Migration is not a substitute for development. If Pacificcountries develop, migration will continue to take placeat the margins. Australia�s worldwide non-discriminatoryimmigration policy has attracted Pacific immigrants in thepast and will no doubt continue to do so.What can Australia do for thePacific?Australia�whether it acknowledges it or not�is thehegemonic power in the South Pacific. We will be heldresponsible if the lack of growth results in failed statesand/or terrorist dangers in the region. Yet until the middleof 2003, when the Howard Government initiated theRAMSI response to the Solomon Islands insurrection,Canberra gave scant attention to the South Pacific. Andboth RAMSI and the �enhanced� police and legal aidprogram for Papua New Guinea were top-down politicalinitiatives rather than reflections of an awakening byCanberra academics and public servants to the developingcrises in the Pacific.APSEG (The Asia and Pacific School of Economicsand Government�formerly the National Centre forDevelopment Studies) at the Australian NationalUniversity, through its Pacific Economic Bulletin, has beenthe only voice analysing Pacific trends and urging reformfor growth. The Canberra international relationsestablishment dismissed the alleged �doomsdayism� ofAPSEG�s �2010� project that correctly predictedstagnation, misery and insecurity as population growthexceeded economic growth in the Pacific, (Greg Fry,�Framing the Islands: Knowledge and power in changingAustralian images of the South Pacific�, The ContemporaryPacific, 1997).The Australia Defence Association called forsecurity assistance to be provided to Solomon Islandswhen they first requested it in 2002. In June 2003the Australian Strategic Policy Institute supportedintervention in the Solomon Islands in Our FailingNeighbour�Australia and the Future of the SolomonIslands, but gave little thought to the economic causesof the Solomon Islands� collapse and none to how thecountry�s economic future should be rebuilt. TheDepartment of Foreign Affairs and Trade, SolomonIslands: Rebuilding an Island Economy (Canberra,2004), again failed to analyse the underlying causes ofthe Islands� economic decline and gave no indicationof how rapid growth might be achieved.Once committed the Australian Federal Police and theAustralian Defence Force did their job quickly andefficiently. Australian aid and advisers have reconstitutedparliament and the public service, but more than a yearafter the RAMSI intervention, there is no movement towardproperty rights, jobs and economic growth. The SolomonIslands have become totally welfare dependent and theirprospects remain bleak.

The last 30 years have shown that Australia cannot placeany reliance on the international aid organisations inhelping the Pacific to grow. Their agendas are dominatedby their headquarters� need to appease their Non-Government Organisation critics. The international aidagencies turned toward �Millennium Development Goals�that seek to mitigate poverty by the distribution of aid fundsbut ignore production and growth. Asian DevelopmentBank and World Bank funding for productive projects hasbecome negligible. Their staff recognise that theMillennium Goals are not appropriate responses to Pacificneeds, but they can do nothing in the face of theirheadquarters� priorities.Australia has no choice but to lead aid and developmentefforts in the Pacific. The increased capacity of the Treasuryand Department of Finance to contribute to Australia�sefforts for Pacific development have been important inenabling Canberra to contribute positively to Pacificproblems. Inter-departmental jealousies and frictions willhave to be overcome and academic research will haveto be utilised if Canberra is to develop policies that willhelp the Pacific achieve rapid growth so that Islandershave access to agricultural land, jobs and businessopportunities. Crime and civil conflicts can then not justbe damped down, but put down. Only if Pacific Islanderscan see evidence that they will be able to enjoy healthy,educated and productive lives will our neighbourhoodbecome truly pacific.
Emeritus Professor Helen Hughes, AO, is a Senior Fellow atthe Centre for Independent Studies in Sydney.
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BEQUESTS TO THE ADA
Have you considered making a donationor bequest to the Australia DefenceAssociation?
The Association runs a very lean operationand every dollar makes a difference. Asuitable form of bequest is �I bequeath thesum of $____ to the Australia DefenceAssociation (ABN 16 083 007 390)�.
If you have already made a will, you don�thave to change it; you can simply make acodicil.
The Association can assist with theprovision of will or codicil forms, orreferral to a solicitor. Further details maybe obtained from <bequests@ada.asn.au>


