
11 Conclusion/Recommendations  

The experience of the PICs shows that strengthening regional cooperation is a lengthy 

and complex process. The diverse geographic, social and economic characteristics of the 

members suggest that any FTA will not immediately increase the welfare of the islands. 

All the preceding evidence strongly indicates that the PICs are not in a position for such a 

deep economic integration, especially at this fast pace. Only a carefully planned step-by-

step approach that takes on board the special needs of these island countries and provides 

them sufficient time and resources to make the necessary social, economic and structural 

adjustments will succeed. In addition, the PICs lack experience and capacity to deal with 

multiple, simultaneous and complicated negotiation process as well as the ability to 

develop strategies to mainstream trade into their national development plans.  

 

As summarized in Table 11, the analysis of this research reveals that the PICs lack both 

economic interdependence and political stability, both of which are essential factors in 

determining the success of any regional bloc. Low level of intra-PICs trade, 

complementarity in production, and the diversity in economic and geographic 

characteristics within the region provides limited scope for increasing trade among the 

members. Similar to MSG, PICTA will only bring marginal benefits, a significant share 

of which will accrue to the two largest and the leading economies of the region. However, 

the trade and economic analysis of the PICs with ANZ and with the rest of the world 

shows that the region has greater potential to gain through more openness and by 

integrating the region into the global economy. Every country in the region experiences 

high trade-to-GDP ratio, which suggests that trade plays a significant role in contributing 



to the growth and prosperity of the region. Hence, negotiating FTAs with developed 

partners will tend to provide greater development opportunities and has more potential to 

address the challenges faced by the region. Based on experiences elsewhere, the 

formation of RTAs such as REPAs or with ANZ could be beneficial to the PICs, with 

benefits flowing in the form of technology transfer, cheaper inputs, and the locking-in of 

economic policy reforms (World Bank, 2002).  

 

Table 11: Summary of the Three Variables for PICs 

Integration /  

Agreement 

Economic 

Interdependence

Domestic 

Stability 

Majority Structure 

of Small States 

Within PICs (PICTA) Low Low High 

PICs and ANZ (PACER) High Low High 

PICs and EU (EPA) Low Low High 

PICS and World High Low High 

 

It is also timely for the PICs to start exploring FTA opportunities with their long-term 

and close trading partners from Asia, such as Japan. The Asian countries will be getting 

more and more important for the PICs as this is the largest and the closest market that the 

PICs can tap into. Increasing trade liberalization and globalization will make USA and 

EU less and less important overtime for the PICs due to the distance. Taking into 

consideration the vulnerability of the smaller states within the region, the leading 

economies of Group 3 (Fiji and PNG) with the volunteers from Group 2 should take the 

first step in negotiating bilateral or multilateral FTAs with their developed partners and 



leave the door open for other smaller states to join. This would be a more step-by-step 

approach then engaging the whole region into the negotiations and making things 

complicated for everyone. In addition, partnering with developed countries will help the 

region to overcome some of the current challenges that is hindering the prospects for 

greater economic integration of the region.  

 

A recent study by Albertin (2008) shows that embracing regionalism crucially 

undermines the incentives for further multilateral trade liberalization. The most important 

thing for the region is to consider the opportunity cost of delaying the negotiations for 

FTAs with the outside world. PICTA is not expected to bring much benefit to the region, 

apart from that it is envisaged as the stepping-stone for PICs to extend trade liberalization 

further. However, the current pace of liberalization and globalization is so fast that 

delaying other FTAs, like PACER, will just add on to the costs. In addition, the region 

has been lagging behind in the global race for liberalization, sacrificing the benefits that it 

could have otherwise gained. Hence, to minimize the opportunity cost as well as the 

additional costs of delaying such FTAs, it is better for the region to proceed on the path 

of liberalization as quickly as possible. Narsey (2003) has also suggested that it would be 

much better if the PICs enter into a free trade area arrangement with ANZ right away, as 

the adjustment costs would be much less now than after 2011. 

 

Lastly, the author feels important to outline the constraints faced while conducting this 

research. The research was done in a very short and limited timeframe and with limited 

resources. This in someway may have restricted the scope and the analysis of the research.  



 


