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INQUIRY TERMS OF REFERENCE 

The Committee shall examine the conditions necessary to activate greater trade and investment with 

countries of the Pacific region to the benefit of Australia and our Pacific neighbours. The Committee shall 

have particular regard to: 

(i) the nature of Australia’s existing trade and investment relationships with Pacific island countries and 

the potential that is presented by the Pacific Agreement on Closer Economic Relations Plus (PACER 

Plus) for enhancing those relationships;  

(ii) the opportunities to strengthen trade, investment, aid for trade and employment links between 

Australia and Pacific island countries and how they can be captured; 

(iii) the barriers and impediments to trade and investment between Australia and Pacific island countries 

and how they can be mitigated;  

(iv) the role and effectiveness of support structures and networks, including government, business, 

sport, Pacific diaspora communities in Australia, and areas of civil society, and how they can assist 

with identifying and capturing trade and investment opportunities for Australia and Pacific island 

countries; and  

(v) the views, norms and cultural practices relating to trade and investment in Australia and Pacific 

island countries and how differences can be accommodated. 
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SUBMISSION GUIDE 

The Foreign Affairs and Trade portfolio seeks to advance Australia’s security and prosperity in a contested 
and competitive world. Our work is guided by the 2017 Foreign Policy White Paper which identifies increased 
engagement with Pacific island countries as a priority for Australia.  

The Pacific Step-up builds on our longstanding partnerships with Pacific island countries, a key pillar of which 
is to achieve greater regional economic integration, boost existing trade and investment ties with Pacific 
island countries and drive economic prosperity across our region.  

This submission was prepared by Foreign Affairs and Trade portfolio agencies—the Australian Centre for 
International Agricultural Research (ACIAR), the Australian Trade and Investment Commission (Austrade), the 
Department of Foreign Affairs and Trade (DFAT) and Export Finance Australia (EFA)—in consultation with a 
range of Australian Government agencies. DFAT led the preparation of this submission.  

The submission begins with an overview of the Australia’s foreign, trade and development policies. We 
describe ways in which differences in views, norms and cultural practices relating to trade and investment 
might be accommodated.  

In chapter 2, we describe the landscape for trade and investment, including major economic and 
development players in the region and the significance of economic and development initiatives by Australia 
and other partners. It also examines some barriers to, and opportunities for, increasing trade and 
investment. 

Chapter 3 outlines Australia’s existing initiatives that promote trade and investment for Pacific island 
countries including through regional economic integration, increased labour mobility, private sector 
engagement, supporting a stronger business enabling environment and strengthening Pacific-Australian 
links. 

Chapter 4 considers future directions to work more effectively with Pacific island countries, multilateral 
organisations and across the Australian government to better activate trade and investment.  

Supplementary submissions from ACIAR, Austrade and EFA provide more detail on the initiatives being 
delivered through the Foreign Affairs and Trade portfolio.  

Acronyms and abbreviations used in this report are at Appendix A. Trade and investment factsheets for each 
of the 18 Pacific Islands Forum (PIF) countries can be found at Appendix B.   
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EXECUTIVE SUMMARY 
Under the Government’s Pacific Step-up, Australia is working more closely than ever with Pacific island 
countries to build a Pacific region that is prosperous, stable and secure. Partnering with Pacific island 
countries to support strong, inclusive and sustainable economic growth and to deepen trade and investment 
is a key pillar of the Pacific Step-Up.  

Australia is supporting Pacific island countries to create strong trade and investment enabling environments 

and strengthen private sector capacity, skills, productivity and economic links. Priorities include: 

- Delivering aid for trade initiatives which help Pacific island countries reduce trade costs, access 

additional market opportunities, undertake regulatory reform and diversify their economies; 

- Expanding labour mobility and skills initiatives to increase income and remittances, build skills and 

experience and foster strong people-to-people and business links; 

- Leveraging the Pacific Agreement on Closer Economic Relations Plus (PACER Plus) to build regional 

economic integration and harmonisation, supporting a stable rules-based system with increased 

transparency, reduced trade costs and support to tackle trade constraints; 

- Strengthening business environments by promoting macroeconomic stability, reforms that support 

business growth and development and strengthening the banking and financial sectors in each 

Pacific island country; 

- Promoting private sector development, linked directly to increased market opportunities which have 

direct impacts on inclusive and sustainable growth and development; and  

- Stepping up infrastructure development, as a means of promoting regional and global connectivity, 

including through the Australian Infrastructure Financing Facility for the Pacific (AIFFP).  

People are at the heart of Australia’s partnerships in the Pacific. We are increasingly working with the 

Australian private sector, civil society and Pacific diaspora communities to build linkages to create 

opportunities for Australian businesses and investors in Pacific island countries. Australian businesses are 

already operating across the Pacific in a range of sectors, including construction, energy, healthcare and 

education.  For example, there are 4,400 Australian businesses doing business in Papua New Guinea, and 

3,300 in Fiji.1 The Government’s Pacific Labour schemes are also building strong linkages between the 

Australian private sector and Pacific island countries.  

Australia is an active regional and multilateral player on trade and economic issues. We engage with other 

donors to, and trading partners of, Pacific island countries. We are supporting effective implementation of 

the PACER Plus agreement, recognising its significant potential to deliver vast benefits to the region. We are 

also supporting the sustainable development of industries where the Pacific has a comparative advantage, 

such as tourism.  

Despite significant challenges and constraints, we know that tailored engagement to enhance trade, 

investment and the business enabling environment in the Pacific has worked well. For example, Australia’s 

Pacific Private Sector Development Initiative is also supporting economic growth by working with the Asian 

Development Bank to improve lending frameworks and competition policies. The Initiative has supported 

business law reform and the establishment of online business registries in the Pacific, bringing the average 

 

1 Australian Bureau of Statistics (August 2019) 5368.0.55.006 - Characteristics of Australian Exporters, 2017-18. Retrieved from: 

https://www.abs.gov.au/AUSSTATS/abs@.nsf/productsbyCatalogue/9F88C6E7C09A03C9CA257210007D8553?OpenDocument  
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time to register a business down from 22 days to 1.5 days. Initiatives such as these will help encourage more 

Australian businesses to invest in the Pacific, and strengthen our economic integration.  

We are helping Pacific island countries to better integrate their economies with Australia’s economy, while 

they also take advantage of new technologies and other Pacific-rim trade opportunities. Major initiatives 

such as the Coral Sea Cable—a 5,500 kilometre undersea telecommunications cable linking Sydney, Papua 

New Guinea and Solomon Islands—are expected to unlock substantial economic potential. This faster, more 

affordable and reliable internet, is predicted by the World Bank to translate into an additional GDP of more 

than US$5 billion and create 300,000 new jobs in the Pacific by 2040.2  

Looking forward and building on current initiatives, Australia will boost efforts to strengthen trade and 

investment with the Pacific by:  

- Continuing to grow participation in Australia’s labour market through the Pacific Labour Scheme and 

Seasonal Worker Program; 

- Supporting effective implementation of the PACER Plus agreement; 

- Strengthening efforts to build a strong business and investment enabling environment to encourage 

investment; 

- Being an active regional and global player on trade and economic issues; 

- Increasing engagement with other donors to and trading partners of Pacific island countries; 

- Working to leverage the economic benefits of Australia’s new infrastructure investments; 

- Supporting an inclusive approach to economic development and sustainable economic growth; 

- Supporting industries where the Pacific has a comparative advantage; and 

- Developing an integrated Australian Government Pacific Economic Strategy. 

Australia is well placed to work in partnership with our Pacific island neighbours to capture the opportunities 

identified in the submission. The Pacific Step-up provides the additional momentum and focus to build on 

our existing trade and investment activities, both through the private sector and our aid program. It is in 

both the Pacific and Australia’s interests to strengthen our trade and investment relationship. This will 

support regional prosperity, security and stability.   

1. CONTEXT 

1.1 THE FOREIGN POLICY WHITE PAPER & PACIFIC STEP-UP 

The prosperity, stability and security of the Pacific region is at the forefront of Australia’s foreign policy. The 
2017 Foreign Policy White Paper (White Paper) recognises that Australia needs to take our longstanding 
partnerships with Pacific island countries to a new level to pursue our common interests and respond to our 
region’s fundamental challenges. Encouraging trade, investment and private sector development, 
particularly in Pacific island countries, is central to the White Paper’s core themes of opportunity, security 
and strength. 

Building on the White Paper, and our longstanding partnerships for economic and human development in 
the region, the Pacific Step-up is a new chapter in our relationship with Pacific island countries. The Step-up 

 

2 World Bank (2017) Pacific Possible: Long-term Economic Opportunities and Challenges for Pacific Island Countries.  World Bank, Washington, DC USA. 

Retrieved from: http://documents.worldbank.org/curated/en/168951503668157320/Pacific-Possible-long-term-economic-opportunities-and-
challenges-for-Pacific-Island-Countries accessed 10 February 2020 p.56 
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1.2 THE BENEFITS OF TRADE AND INVESTMENT WITH THE PACIFIC  

Greater trade and investment with Pacific island countries is important for Pacific island countries and 

Australia: it provides new financial opportunities for individuals and businesses; supports sustainable 

economic growth for Pacific island countries; and promotes greater economic integration and stability in the 

region.  

Through implementation of the Pacific Agreement on Closer Economic Relations Plus (PACER Plus), Pacific 

island countries stand to benefit through cheaper imports (including cheaper manufacturing inputs) and 

increased ease of doing business. Local producers of PACER Plus originating goods will also benefit from 

modernised, more flexible and less-restrictive rules of origin that will facilitate their exports within the region 

and best practice procedures for determining and claiming origin. 

Increased labour mobility between Australia and Pacific island countries will also drive trade and investment. 
Labour mobility benefits Pacific island countries by increasing foreign exchange through remittances, 
building skills and creating business links that can lay the foundation for further economic growth. Against a 
backdrop of high levels of youth unemployment and underemployment, labour mobility also creates job 
opportunities, positively impacting society more broadly. Workers from Pacific island countries are also 
making an important contribution to Australian businesses in rural and regional Australia by meeting 
workforce shortages, boosting domestic economic activity and competitiveness. 

Australia’s aid for trade development assistance aims to grow private sector capacity and make Pacific island 
countries more attractive to foreign investors, with infrastructure investments laying the foundation for 
sustainable economic growth. Australia’s development assistance has a strong focus on inclusive economic 
growth and ensuring the benefits of economic growth are shared. 

We are committed to promoting inclusive economic growth in Pacific island countries, increasing economic 

participation by the most disadvantaged, including people living with a disability, indigenous peoples and the 

extremely poor. Because women’s participation in the economy and girls’ education linked to economic 

pathways has a catalytic impact on economic prosperity and development outcomes, it features in at least 

80 per cent of Australia’s aid investments in the region. The White Paper affirms gender equality as an 

Australian value and a top foreign policy priority. DFAT’s Gender Equality and Women’s Empowerment 

Strategy echoes this priority. 

1.3 AUSTRALIA AS A TRADING PARTNER 

As a close neighbour, Australia has a long history as a major trade and investment partner with many Pacific 

island countries. Australia currently represents approximately 18 per cent of the total merchandise trade 

(imports plus exports) of Pacific island countries. This share has declined over the past decade as other 

trading partners, notably China, have increased their trade with Pacific island countries.4 However, evidence 

from the Pacific Islands Export Dynamics Survey confirms that Australia and New Zealand are the key target 

markets for exporters in Pacific island countries.5 Given the limited growth drivers available to Pacific island 

 
4  Direction of Trade Statistics (24 January 2020), Data Tables. International Monetary Fund. Retrieved from https://data.imf.org/?sk=9D6028D4-

F14A-464C-A2F2-59B2CD424B85&sId=1409151240976 accessed 10 February 2020. 
5  Pacific Trade and Invest Australia, Pacific Islands Export Survey 2018. https://www.pacifictradeinvest.com/media/1296/full-report-pti-australia-

pacific-islands-export-survey-2018 web2.pdf accessed 23 January 2020. 
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countries, it is particularly important that Australia maximise trade and investment opportunities with Pacific 

island countries. 

Papua New Guinea dominates Australia’s merchandise trade with the Pacific, accounting for 80 per cent of 

total trade with Pacific island countries. Fiji (8 per cent) and New Caledonia (6 per cent) are our next most 

significant trading partners, with the remaining 12 Pacific island countries accounting for just 6 per cent of 

Australia’s total trade with Pacific island countries. The concentration is even greater when just looking at 

Australia’s imports from Pacific island countries, with Papua New Guinea accounting for 94 per cent of total 

imports. These figures are dominated by mineral imports, including gold. Fiji is the only other significant 

source of imports, accounting for 4 per cent of total imports from Pacific island countries.6  

Services are an important and growing source of trade between Australia and the Pacific.6 Tourism is one of 

the largest sources of services exports for several Pacific island countries. Fiji recorded almost 900,000 visitor 

arrivals in 2018 and tourism is Fiji’s largest source of foreign exchange – bigger than the combined earnings 

of their top five merchandise exports combined. Australia is the largest source market for tourists, 

accounting for over 40 per cent of total arrivals.7 Tourism is also a major export sector for Vanuatu, with 

115,000 visitor arrivals by air and almost 235,000 arrivals by cruise ship in 2018. More than half of Vanuatu’s 

air arrivals and approximately 80 per cent of cruise arrivals come from Australia.8  

Australia is also a significant source of investment for Pacific island countries. Although data is patchy, 

Australian investment in Pacific island countries was valued at around A$18,466 million at the end of 2018. 

Papua New Guinea was by far the largest investment destination with A$16,889 million. Fiji accounted for 

A$1,348 million, Vanuatu A$105 million, Samoa A$60 million, New Caledonia A$40 million, Cook Islands 

A$13 million, and Kiribati A$11 million.9 

2. PACIFIC COUNTRY CONTEXT  

Pacific island countries share a number of characteristics, including their scale, geographic remoteness from 

major markets, narrow economic bases, dispersed population and vulnerability to natural disasters. 

However, it is important to note the economic and cultural diversity between Pacific island countries. For 

example, Papua New Guinea has more than twice as many people (with a population of 8.6 million in 2018) 

as the remaining 15 Pacific island countries combined (with 3.4 million people)10 and significant natural 

resources.  

 
6 DFAT (2020) Country Fact Sheets for Pacific island countries. Department of Foreign Affairs and Trade, Canberra, Australia. [See Appendix B] 
7 Fiji Bureau of Statistics (17 January 2020) Visitor Arrivals. Retrieved from https://www.statsfiji.gov.fj/latest-releases/tourism-and-migration/visitor-

arrivals 
8  Vanuatu National Statistics Office (October 2019) International Visitors Arrival – October 2019. Retrieved from: 

https://vnso.gov.vu/index.php/economic-statistics/tourism-news#latest-tourism-news)   
9  Australian Bureau of Statistics (9 May 2018) ABS Catalogue 5352.0 - International Investment Position, Australia: Supplementary Statistics, 2018. 

Retrieved from: https://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5352.02017?OpenDocument.  
Note: Data for other Pacific countries was either nil or not published.   

10  United Nations Development Program, Papua New Guinea Human Development Report. Retried from: 

http://hdr.undp.org/en/countries/profiles/PNG, accessed 23 January 2020; The World Bank, The World Bank in Pacific Islands. Retrieved from: 

https://www.worldbank.org/en/country/pacificislands/overview accessed 10 February 2020. 
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Pacific island countries have import-oriented economies, with most (except Papua New Guinea) importing 

more than they export, reflecting their small economic bases.11 Trade flows between Pacific island countries 

are limited. The overwhelming majority of trade flows, in value and volume, occur between Pacific island 

countries and larger economies, including Australia, China, Singapore and the EU.12 The pattern and 

structure of exports differs across Pacific island countries. Papua New Guinea and Solomon Islands both rely 

heavily on natural resource exports (gas, oil and gold from Papua New Guinea and logs from Solomon Islands 

despite ongoing concerns around the industry’s long term viability). Export industries in Fiji, Vanuatu and the 

Cook Islands are more strongly oriented towards tourism. Agricultural and fishery products are also 

important exports for Pacific island countries, including coconut products, kava, cocoa, coffee and tuna. 

Investment is a necessary component in stimulating trade between Australia and the Pacific island countries. 

Like Australia, Pacific island countries rely on foreign direct investment as a key driver of long-term economic 

growth and development. Pacific island countries have small populations, small revenue bases and relatively 

high investment needs compared with larger markets or more densely populated countries. While Papua 

New Guinea has attracted investment in large resource projects, economic growth in Pacific island countries 

has been impeded by relatively small capital inflows and poorly developed and relatively opaque financial 

markets.12  Pacific island country governments face challenges to creating an enabling environment for 

investment and private sector growth, including limited resources and public sector capacity constraints.13 

2.1 PACIFIC TRADE ARCHITECTURE 

Pacific island countries are engaged in the global trading system to varying degrees. Six Pacific island 

countries are World Trade Organization (WTO) Members: Fiji, Papua New Guinea, Samoa, Solomon Islands, 

Tonga and Vanuatu.  

A number of trade agreements exist in the region, including the WTO-recognised Melanesian Spearhead 

Group (MSG) Trade Agreement between Fiji, Papua New Guinea, Solomon Islands and Vanuatu. The Pacific 

Island Countries Trade Agreement (PICTA) has 11 parties.14 The PICTA agreement consists of two treaty 

instruments for regional economic integration open to Pacific island countries that are members of the 

Pacific Islands Forum. However, one of these two instruments (PICTA Trade in Services Protocol) has not yet 

entered into force, as only four of the six required parties have ratified it.15  

PACER Plus is a comprehensive regional development-centred free trade agreement between Australia, New 

Zealand and nine Pacific island countries (Cook Islands, Nauru, Niue, Kiribati, Tuvalu, Samoa, Solomon 

Islands, Tonga and Vanuatu). PACER Plus was agreed in 2017. When it enters into force (anticipated in 2020), 

it will be the first trade agreement facilitating regional economic integration open to all Pacific island 

 

11 Bertram, G. (2017) Trade, regionalism and economic sustainability: how to pay for import needs . Paper for LARJE UNC conference “Quelle économie 
pour la Nouvelle-Calédonie après 2018?” Noumea, 15-16 September 2017. 

12 World Bank (2017) Pacific Possible: Long-term Economic Opportunities and Challenges for Pacific Island Countries.  World Bank, Washington, DC 

USA. Retrieved from: http://documents.worldbank.org/curated/en/168951503668157320/Pacific-Possible-long-term-economic-opportunities-and-

challenges-for-Pacific-Island-Countries accessed 10 February 2020. 
13 Graham Hassall (2018) Special Issue on public sector enhancement in Pacific Island states. Journal  
Asia Pacific Journal of Public Administration. Retrieved from: https://www.tandfonline.com/doi/full/10.1080/23276665.2018.1553276  
14 Pacific Islands Forum Secretariat (n.d.) Regional Trade Development and Integration. Retrieved from: https://www.forumsec.org/regional-trade-

agreements/ accessed 10 February 2020. 
15 Other notable trade agreements active in the region include, the Asia Pacific Economic Cooperation, The South Pacific Regional Trade and Economic 

Co-operation Agreement, the Australia-PNG and Commercial Relations Agreement, and the Australia-PNG Commercial Relations Agreement and the 

Economic Partnership Agreement between the EU, Fiji, Papua New Guinea and Samoa.  
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Pacific island countries, accounting for 4 per cent of total two-way trade. This share has declined slightly over 

the past decade from 5 per cent in 2008.  

Japan is a significant trading partner for Pacific island countries (enhanced significantly by the introduction of 

LNG exports from PNG in 2014). Japan remains the world’s third-largest economy and is deepening its 

engagement and investment links with Pacific island countries under Prime Minister Abe. It maintains eight 

embassies in the region, with another scheduled to open in Vanuatu this year.22  

Japan has also made efforts to boost Japanese tourism in Pacific island countries, relaxing some visa 

requirements to encourage two-way people-to-people flows, including some seasonal labour to Japan. 

Japanese infrastructure development and financing in the region is a major pillar of Prime Minister Abe’s 

foreign and trade policy. Japanese projects include the redevelopment of Nadzab Airport in Papua New 

Guinea, the upgrade of Honiara airport in Solomon Islands and the redevelopment of Lapetasi Wharf in Port 

Vila, Vanuatu.  

The United States is also a significant partner in the region. The Federated States of Micronesia, the Marshall 

Islands and Palau are in Compacts of Free Association with the United States, whereby the United States has 

authority for the defence and security of these nations, which in exchange receive economic assistance, the 

right to serve in the US armed forces and citizens admitted to the United States under the Compacts may 

reside, work and study in the United States. In addition, the US state of Hawaii is an important transport hub 

for trade in the Pacific and beyond. Its military bases also have a positive impact on trade, investment and 

economic growth (both directly and indirectly).23 

Over the past decade, China has emerged as a significant trade and investment partner for many countries, 

including Pacific island countries. A China-Pacific Island Countries Program of Action on Economic 

Development and Cooperation was signed in 2019, which includes developing economic relationships with 

Pacific island countries in agriculture, forestry and fisheries, energy and resources and tourism.  

As shown in Figure 1, the value of China’s total two-way trade with Pacific island countries increased almost 

threefold between 2008 and 2018.4 Over the same period, China’s share of total Pacific island country 

exports to the world increased from 6 per cent to 20 per cent, while China’s share of Pacific island country 

imports increased from 7 per cent to 13 per cent. This growth in trade is largely attributed to LNG and nickel 

exports from PNG, with an additional purchase agreement signed in 2019.24 China is now the largest 

destination for Pacific island country exports and the third largest source of imports (after Australia and the 

EU).   

 

22 OECD (n.d.) Aid at a Glance: Oceania. Retrieved from: https://www.oecd.org/dac/financing-sustainable-development/development-finance-

data/Oceania-Development-Aid-at-a-Glance-2019.pdf accessed 6 February 2020. Note: Based on net disbursements in 2017.  

23 Heo, U., & Ye, M. (2019). U.S. Military Deployment and Host-Nation Economic Growth. Armed Forces & Society, 45(2), 234–267. Retrieved from: 

https://doi.org/10.1177/0095327X17738219 

24 Reuters, Papua New Guinea LNG project to supply Sinopec unit. Retrieved from: https://www.reuters.com/article/santos-png-sinopec-corp/update-

1-papua-new-guinea-lng-project-to-supply-sinopec-unit-idUSL3N21J52H accessed 6 February 2020. 
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2.4 AUSTRALIA’S ENGAGEMENT WITH MAJOR PARTNERS IN THE PACIFIC 

Australia’s commitment to the region is long-standing and enduring. However, no development partner can 

meet the development challenges of the Pacific island countries alone. It makes sense for Pacific island 

countries to cooperate with a range of development partners. 

Australia is increasing its engagement with other donors and trading partners of interest to the Pacific, 

including Japan, Korea, China, the US, the EU, New Zealand and the UK. We welcome all investment that 

supports sustainable development in line with the priorities and ambitions of Pacific island countries, is 

delivered transparently and aligns with the principles of debt sustainability. As the region’s major bilateral 

grant development partner, Australia is committed to greater cooperation and coordination with other 

development partners to maximise opportunities for the Pacific.  

For instance, Australia and the US are deepening their cooperation in the Pacific on economic infrastructure, 

macro-fiscal management and financing. We are also working together in concert with Japan on initiatives 

like the Trilateral Infrastructure Partnership (TIP) and the Blue Dot Network on infrastructure standards. Some 

new good practice is emerging and there are opportunities in both systems to improve coordination and 

overcome barriers to cooperation. The Australia-US Development Dialogue in 2020 is an important 

opportunity to explore enhanced development cooperation in the future.  

Australia and China are also exploring options for further development cooperation in the Pacific, both 

through the bilateral Memorandum of Understanding on Development Cooperation with the Ministry of 

Commerce renewed in 2017 and China’s International Development Cooperation Agency created in 2018. 

Australia is one of the few countries to have existing trilateral cooperation with China in the Pacific, through 

the Australia-China-Papua New Guinea trilateral malaria project. The first phase of the project was seen by all 

three partners as a success, with the second phase commencing in January 2020. Shared Australia-China 

development priorities in the region offer potential to unlock new trade and investment opportunities in 

priority areas identified by our Pacific partners.  

Australia and Japan are deepening their cooperation in the Pacific on development assistance and financing. 

Japan emphasises the need for quality regional infrastructure investment. It advocates strongly for 

investment principles which consider environmental and social impact, debt sustainability, safety and 

reliability, and the use of local employment and technical expertise. Through AIFFP, we are examining 

projects where we can partner with Japan in third countries in the Pacific. Trilateral cooperation with the 

United States is also growing, including through the Trilateral Infrastructure Partnership (TIP) with Japan, 

United States and Australia.  

Australia and the Republic of Korea (ROK) are also discussing the possibility of working together on 

development programs in the Pacific, consistent with our bilateral Memorandum of Understanding on 

Development Cooperation signed on 10 December 2019, which highlights our shared commitment to 

creating a prosperous, resilient region.  

2.5 CHALLENGES AND OPPORTUNITIES FOR BUSINESSES 

Australian business will ideally play a critical role to play in support of Australia’s Pacific Step-up, creating 
mutually-beneficial trade and investment opportunities and leading by example on good governance, 
innovation, adherence to the law and the provision of high-quality products and services and skills 
development. 
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Foreign investment, from Australia and elsewhere, on a business-to-business, bilateral and multilateral basis 

is driving growth in infrastructure, information and communications technology (ICT) and resources sectors 

across Pacific island countries. Outside the resources sectors though, most of this foreign investment is from 

public sector or multilateral institutions.  

For the private sector, the determinants of an investment decision rely on at least three features of 

investment: the motive for investment (for example, resource, market, efficiency, or strategic-asset seeking 

– on both the supply and demand sides of the investment deal); the type of investment (for example, 

manufacturing or services); and the investment size (for example, small and medium enterprises or large 

enterprises).25 Analysis of investment in the Pacific by the New Zealand Institute for Pacific Research 

identified that openness to trade, income and location have significant effects on FDI inflows. Small size in 

itself was not found to be a significant barrier to attracting inflows of FDI.   

The world’s lowest and highest income countries attract significantly less FDI inflows than upper-middle 

income countries (Table 2). The critical implication for Pacific island countries is that they are unlikely to 

attract significant FDI. However, this does not negate the potential for FDI inflows seeking valuable natural 

resources – including minerals (e.g. Papua New Guinea), fisheries (e.g. Solomon Islands) and tourism assets 

(e.g. Fiji). 

Most Pacific island people are private sector actors – they either have their own small or medium-sized 

enterprise or family smallholding, or they work for medium-sized businesses. Scoping work conducted in 

2017-2019 by the Pacific Readiness for Investment in Social Enterprise (Pacific RISE) and the Pacific 

Horticulture and Agriculture Market Access (PHAMA Plus) programs identified many micro and small 

enterprises and many enterprise ideas, but relatively few large or medium-sized enterprises in the Pacific.26 

Given most equity or debt investments are made with established medium-to-large scale enterprises ready 

to grow, this creates an additional constraint for Pacific island countries trying to attract FDI.27 

Prospects for establishing a business presence can be limited by investment barriers, the relatively small 

scale of opportunities and the availability of human capital for implementation. Access to capital can be a 

challenge if the market risk is rated too high for entrepreneurs, impacting investors and multi-national 

companies, as well as commercial banks and financial institutions, such as Export Finance Australia.  

Several factors can reduce the appetite for and create barriers to investment. On the demand-side, many 

Pacific island country entrepreneurs choose not to engage with external finance. Experience from Pacific 

RISE identified medium-sized enterprises suitable for FDI that did not want to take on debt, were reluctant to 

dilute family equity or control in their business, or could access finance from family or even domestic banks 

at lower cost that what was offered by impact investors or other external sources of capital. Both Pacific RISE 

and PHAMA Plus engaged private sector partners that were reluctant to change because they were 

comfortable with the status quo in their businesses.18 There is an opportunity to demonstrate what is 

possible for these businesses – one role for Australian businesses is to support Pacific island entrepreneurs 

 

25 Milne, S. et al. (2017) Private Sector Investment in the Pacific.  New Zealand Institute for Pacific Research, Wellington, New Zealand. Retrieved from: 

https://apo.org.au/sites/default/files/resource-files/2017/09/apo-nid246971-1372421.pdf  Accessed February 7, 2020. 

26 Pacific RISE and PHAMA Plus are Australian-funded aid activities. See chapter 3 for more information about these programs. 

27 GIIN (2018) Annual Impact Investor Survey.  Global Impact Investment Network, New York, USA.  

https://thegiin.org/assets/2018_GIIN_Annual_Impact_Investor_Survey_webfile.pdf  Accessed February 6, 2020 
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with a regional and global view. This is something that PTI (Australia) is doing with its investment promotion 

work, supported by Australia. 

On the supply-side, business investment is affected by an uncertain investment climate in some countries, 

limited returns, and high costs of operating a business. Other challenges preventing deeper business 

engagement include insufficient infrastructure, poor access to finance and payment methods, weak 

governance, lack of transparency, limited land available for development (affected by land tenure and 

ownership issues) and limited access to local partners and skilled labour in the region. Some of these 

challenges can be mitigated over time, through improved policies and coordinated support from 

development partners. 

There has been a decline in Australian engagement in the banking sector in the Pacific in recent years, driven 

in part by de-risking (the closure of accounts considered high risk). De-risking remains an issue for the 

banking industry, in part due to stricter rules relating to tax evasion, anti-money laundering and combating 

the financing of terrorism, which have increased compliance costs.12  

Feedback from Australian business suggests that the lack of finance-ready projects and limited availability of 

foreign currency in Pacific island countries constrain foreign direct investment.  

Understanding the market risk, including foreign exchange restrictions, payment and credit terms, integrity 

issues, taxation and legal systems, is fundamental to operating in the Pacific. Most investors seek established 

opportunities ready for scaling; there are few of these in most Pacific island countries and those that are 

suitable are often family-run, so there is reluctance to dilute equity. Most Pacific island countries are very 

small markets, with limited liquidity. Nonetheless there are opportunities to facilitate and broker small, niche 

investments where Pacific island assets complement a broader portfolio. 

There are opportunities to build business awareness and knowledge of the values, cultures and business 

practices in Pacific island countries. For example, in most Pacific island countries, customary land carries 

special cultural significance. Complex land tenure arrangements and lack of certainty on land title are 

significant barriers to trade, investment and economic development. Land tenure arrangements have 

impeded both business formation and investment by Australian companies. A strong understanding of the 

cultural value of land is critical for businesses engaging in the region. 

Greater networks will increase awareness of business and investment opportunities within Pacific island 

countries. Much of Australia’s work in the region is aimed at building awareness of such opportunities, 

discussed further in chapter 3.  

For example, Fiji offers some competitive features for nearshore markets – a large pool of skilled workers 

with strong English skills and a convenient time zone for Australia and New Zealand markets. While labour 

costs are higher compared to some other markets (such as the Philippines), Fiji’s positive global brand and 

neutral accents for instance, contribute to higher success rates in business process centres. These factors 

help offset the higher labour costs. In recognition of the growth potential of the ICT and Business Process 

Outsourcing (ICT-BPO) sector and the high proportion of women and young people employed, Australia’s aid 

program is working with the peak industry body and the Ministry of Industry Trade and Tourism to market 

Fiji as an ICT-BPO destination and to ensure Fiji’s tertiary and vocational skills providers are delivering 

relevant courses for the sector. 
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3. CURRENT EFFORTS TO BOOST TRADE & INVESTMENT 

Australia is stepping up its efforts to boost trade and business engagement with Pacific island countries. This 

includes addressing trade-related supply-side constraints, building productive capacity and supporting 

private sector development, while also promoting economic resilience and a stable business-enabling 

environment. Australia’s support is wide ranging, provided through bilateral, regional and multilateral 

channels, as well as by Australian private-sector businesses.  

 

Australia’s current efforts are focused on: 

- Promoting greater regional economic integration through labour mobility, trade and investment 

reform and aid for trade to help Pacific island countries participate more fully in the global trading 

system and use trade as a tool to support inclusive development; 

- Promoting private sector engagement, development and growth; 

- Building a better environment for business to operate, grow and contribute to economic 

development, including through economic governance programs;  

- Strengthening Pacific-Australian links, working directly with Australian and Pacific businesses, civil 

society and diaspora communities and sports initiatives; and 

- Supporting inclusive and sustainable economic growth. 

3.1 PROMOTING REGIONAL ECONOMIC INTEGRATION 

The Foreign Policy White Paper identifies economic integration as vital to the economic prospects of Pacific 

island countries. Australia’s own prosperity has been built upon its open market economy and support for 

the international trading system. We understand that trade is fundamental to strengthening resilience and 

stability.  

Our Economic and Commercial Diplomacy agenda advocates for an open global economy, supports 

businesses seeking commercial opportunities and strengthens our international competitiveness. It focuses 

on promoting investment in Australia; addressing non-tariff barriers to trade; actively supporting and 

facilitating businesses engaged internationally; advocating for the global rules-based trade system; and 

increasing science, technology and innovation links. 

The small scale and remoteness of Pacific island countries creates distinct disadvantages in a competitive 

global economic environment, placing an imperative on looking for ways for Pacific countries to coordinate, 

collaborate and integrate to ensure they can take advantage of opportunities, including participation in 

regional and global value chains, improving competitiveness and attracting investment. It is important for 

major development partners, like Australia, to ensure broader policies and initiatives are being harnessed to 

promote economic development in the Pacific, such as labour mobility and building productive capacity, 

especially in niches where the Pacific island countries have some advantages – for example fisheries, high 

value horticulture and tourism. 
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3.2  PACER PLUS 

The Pacific Agreement on Closer Economic Relations (PACER Plus) is a comprehensive regional development-

centred free trade agreement between Australia, New Zealand and nine Pacific island countries (Cook 

Islands, Nauru, Niue, Kiribati, Tuvalu, Samoa, Solomon Islands, Tonga and Vanuatu), encompassing goods, 

services and investment. The Agreement will enter into force once ratified by eight countries. To-date, four 

countries have ratified the Agreement (Australia, New Zealand, Kiribati and Samoa). The Agreement is 

expected to enter into force during 2020. 

The preamble of PACER Plus states “PACER Plus must be a development tool for the Forum Island Countries 
to, inter alia, increase their production capacity and exports; support their economic and trade 
diversification, and competitiveness efforts; attract investment to them; and lead to the creation of jobs”. 

Reform commitments and enhanced cooperation on policies will foster greater flows of goods, services and 
investment between Australia, New Zealand and the Pacific island country parties. Certainty for businesses 
will be provided and costs to businesses and consumers will be reduced as a result of Australia’s and New 
Zealand’s commitments not to apply tariffs to any products originating in other Parties. Pacific island country 
parties’ commitments to progressively eliminate tariffs on most products originating in other Parties will also 
benefit businesses. Pacific island countries will liberalise at a pace that takes into account their levels of 
development and unique challenges as small island developing economies, subject to flexibilities to deal with 
specific challenges such as import surges, natural disasters and industry development. 

The provision of accompanying aid for trade under PACER Plus will help Pacific island country parties to 

benefit from the opportunities that are opened up by closer engagement with the international trading 

system. In implementing PACER Plus, Pacific island country parties will have access to assistance to ensure 

their regulations address risks at the level they consider appropriate while avoiding unnecessary barriers to 

trade, which will benefit consumers and businesses across the region. Consumers in Pacific island countries 

will be able to access a wider range of price-competitive goods and services and businesses will be able to 

access cheaper inputs. Collectively, these initiatives will create greater certainty resulting in increased 

business confidence and new opportunities for growth, jobs and rising living standards. 

PACER Plus will support countries to implement the specific provisions in the agreement and to: 

- modernise customs systems and processes, and adopt transparency practices, which will lead to less 

red tape and more efficient and accessible import/export procedures; 

- access improved and more flexible rules of origin requirements, enabling Pacific island country firms 

to flexibly source inputs from other countries in the region, boosting opportunities for value addition 

and participation in regional and global value chains; 

- develop the necessary systems and capabilities in application and adoption of sanitary and 

phytosanitary measures and technical regulations, standards and conformity assessment to help gain 

and maintain market access;  

- help implement predictable investment rules that help attract capital, technology and knowledge to 

the Pacific, whilst supporting countries to work with the private sector to facilitate flows and address 

business enabling issues; and 

- support regulatory reform and capacity building on trade in services—a major export sector in many 

Pacific island countries. 
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4. FUTURE DIRECTIONS  

As detailed in chapter 3, Australia’s existing initiatives directed at promoting trade and investment in the 

Pacific are wide ranging and long term. Building on this effort, Australia will boost our efforts to strengthen 

trade and investment with the Pacific by:  

- Continuing to grow participation in Australia’s labour market through the PLS and SWP. Labour 

mobility offers one of the largest economic opportunities for Pacific economies. The World Bank 

estimates that expanding labour mobility could generate an additional net income of about US$13 

billion for about 240,000 people in the Pacific.  

- Supporting effective implementation of the PACER Plus agreement. As part of its implementation, 

Australia will work to establish an efficient PACER Plus Implementation Unit, providing technical 

support to implement the agreement and address gaps in key areas such as rules of origin, customs, 

biosecurity measures, standards and conformance, trade in services and investment. 

- Strengthening efforts to build a strong business and investment enabling environment to encourage 

investment. There is significant work remaining to enable broader reforms to support a business 

enabling environment that is conducive to trade activity and attracting investment.  

- Being an active regional and global player on trade and economic issues. At the regional level, we will 

work closely with regional organisations such as the PIF, UNCTAD, the World Organisation for Animal 

Health (OIE) and the Oceania Customs Organisation (OCO) to ensure our efforts are as coordinated 

as possible. At the global level, Australia will continue to support and advocate for Pacific interests at 

the WTO so that the Pacific can benefit from a global rules-based trading system which reflects their 

needs. 

- Increasing engagement with other donors and trading partners of interest to Pacific island countries, 

including Japan, Korea, China, the US, the EU, New Zealand and the UK on aid for trade initiatives 

and economic infrastructure. As the region’s major bilateral grant aid development partner, Australia 

is committed to greater cooperation and coordination with all other development partners to 

maximise opportunities for all communities in the Pacific to reach their potential. 

- Working to leverage the economic benefits of Australia’s infrastructure investments. For example, 

Australia is exploring ways to maximise impact of the Coral Sea cable system to promote Pacific 

island country trade in goods and services through digital trade. 

- Supporting an inclusive approach to economic development. Australia’s aid for trade to the Pacific will 

increasingly support women’s economic empowerment including in areas such as trade policy, trade 

in services including tourism, digital trade and creative industries. This will be complemented by 

broader development programs fostering female entrepreneurship and integrated with targeted 

support to MSMEs, promoting access to finance and infrastructure and fostering more inclusive 

regulatory and institutional frameworks. Our efforts to foster inclusive economic growth will also 

focus on disability inclusive development. 

- Supporting sustainable economic growth: Going forward, Australia will increasingly look at ways in 

which planning for natural disaster and climate change impacts on productive sectors can be 

factored into our programs. Consistent with the ‘Pacific Blue’ vision based on being a clean and 

environmentally diverse region for agriculture, fisheries and tourism, there are also opportunities to 

adopt clean and renewable energy sources. 
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6. SUPPLEMENTARY SUBMISSIONS 

6.1 AUSTRALIAN CENTRE FOR INTERNATIONAL AGRICULTURAL RESEARCH 

Trade is essential for ensuring food security and stable economies in the Pacific region 

Food security means having reliable access to a sufficient quantity of affordable, nutritious food. For some 

countries (and regions within countries), food security comes substantially from locally-grown or home-

grown food. Other countries and regions within countries are highly dependent on national and international 

food trade.  

Food security within the region is threatened by increasing vulnerability to economic shocks (such as abrupt 

changes in food and fuel prices) and natural shocks (such as invasive pests and diseases). These 

vulnerabilities have limited the development of commercially-oriented agriculture, fisheries, and forestry 

sectors and left many Pacific countries heavily dependent on imports of food and other commodities. For 

instance, the Coconut Rhinoceros Beetle can result in significant yield losses of coconuts, as well as tree 

mortality. Coconuts are essential for food security and are also a source of cash income. 

All Pacific countries are concerned about the potential impacts of climate change on food security, with 

predicted stronger periods of drought and wet weather (in some cases causing destructive flooding), 

associated with El Niño cycles. Some models predict that cyclones may become more severe, even though 

fewer in number. 

The vulnerability of the Pacific island countries is increased by their narrow resource base which implies the 

economic dependence of many islands on exports of a single commodity or limited range of commodities. 

For much of the twentieth century, many Pacific island economies were heavily dependent on copra as their 

principal source of export income; however, with the falling value of coconut oil, this previous source of 

wealth has become a poverty trap for many communities and countries that lack the resources to diversify 

into higher value products (which could support the rejuvenation of the industry) or into other higher value 

crops and commodities.  

Some Pacific countries are heavily dependent on marine resources, especially tuna, for their export earnings. 

In this case significant vulnerability arises from the limited control that each country has over the 

management of fish resources. An emerging threat is that rising sea temperatures, especially when 

accentuated by El Niño cycles, may affect the migration of some tuna species, potentially taking fish 

populations out of the waters of Pacific island countries that depend heavily on them economically. 

While under-nutrition remains a severe problem in some poorer, rural areas of Pacific countries, changes in 

diets and lifestyles associated with increasing incomes and urbanization have led to Pacific countries having 

experiencing an epidemic of non-communicable diseases with some of the highest levels of obesity in the 

world, along with record levels of Type II diabetes and heart disease.  

Strengthened local, regional and international trade systems and connectivity can provide a buffer to these 

food security vulnerabilities of the region through greater income earning opportunities and access to more 

diverse, affordable and nutritious foods.  
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Australian expertise is well placed to strengthen trade with and within the Pacific 

It is in Australia’s national interest to ensure a stable and prosperous Pacific through developing trade 

opportunities that deliver food security benefits and more-stable economies. Over the past ten years, 

facilitating the development of agricultural commodity trade and related enterprise development has been a 

major part of Australian development assistance to the Pacific countries, with DFAT supporting the Pacific 

Horticulture and Agriculture Market Access program (PHAMA) and the Market Development Facility (MDF), 

and ACIAR supporting the Pacific Agribusiness Research-for-Development Initiative (PARDI) and 

Transformational Agricultural Development Program (TADEP) In PNG.  

ACIAR now has a range of well advanced ‘commodity’ and ‘product development’ projects including on 

pearls and pearl handicrafts, algae, cocoa, breadfruit, local tree nuts, timber products and protected 

cropping of vegetables. From these experiences, each starting with value chain research to understand the 

constraints to industry development, ACIAR and its partners have learned how relatively modest injections of 

public funds can help to facilitate enterprise development and trade in agrifoods and byproducts. 

Fostering the development of agrifood, marine products and forestry value chains will continue to be 

important within the Pacific region, with increasing emphasis needed on inclusion and equity in the 

functioning of such chains.  

Australian research expertise is well placed to work with researchers in the region to address many of the 

biosecurity threats to trade. Many ACIAR projects – notably in biosecurity but also in crops, livestock, 

horticulture, fisheries, water and forestry – have delivered significant benefits back to Australian industries 

through early detection and better management of pests and diseases, access to better varieties, or 

improved productivity or resilience. As part of combatting the damage caused by the Coconut Rhinoceros 

Beetle, ACIAR has provided surveillance, clean-up, disease studies and awareness. 

Partnerships with the private sector will naturally be important but selection of partners of the optimum 

scale and appropriate characteristics will be an area meriting further attention. 

About ACIAR 

The Australian Centre for International Agricultural Research (ACIAR) is an Australian Government Statutory 

Authority within the portfolio of Foreign Affairs and Trade, funded through Official Development Assistance 

(ODA). Under the Australian Centre for International Agricultural Research Act 1982, the Chief Executive 

Officer is accountable to the Minister for Foreign Affairs.  

ACIAR was established by the Fraser Government in 1982 to deploy Australia’s strengths in agricultural 

science to improve food security, water security and biosecurity in our region. It is a small agency (78 ASL) 

that currently spends around 2.5% of the aid budget across four regions: East Asia (45% of ACIAR’s bilateral 

research expenditure), PNG and the Pacific (30%), South Asia (15%) and Eastern and Southern Africa (10%). 

Independent evaluations of ACIAR projects and programs have consistently found high returns on 

investment, reflecting both the quality of Australian agricultural science, and ACIAR’s partnership model that 

ensures a high level of engagement with in-country partners and take-up of research results.  

The Australian Centre for International Agricultural Research (ACIAR) is Australia’s specialist international 

agricultural research for development agency—an independent statutory agency within the foreign affairs 

portfolio reporting directly to the Minister for Foreign Affairs. ACIAR was established in 1982 under the 

Australian Centre for International Agricultural Research Act to: …encourage research for the purpose of 

identifying, or finding solutions to, agricultural problems of developing countries.  
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Under the ACIAR Act, the functions of ACIAR are to: 

1. Formulate programs and policies with respect to agricultural research for either or both of the 
following purposes:  

a. Identifying agricultural problems of developing countries; 

b. Finding solutions to agricultural problems of developing countries; 

2. Commission agricultural research by persons or institutions (whether the research is to be conducted 
in Australia or overseas) in accordance with such programs and policies;  

3. Communicate to persons and institutions the results of such agricultural research;  

4. Establish and fund training schemes related to its research programs;  

5. Conduct and fund development activities related to its research programs; and  

6. Fund international agricultural research centres.  

The rationale for establishing ACIAR remains even more valid today. Through international agricultural 

research partnerships deploying Australia’s strengths in agricultural science, ACIAR seeks to promote more 

productive and sustainable agricultural systems for the benefit of developing countries and Australia. 

ACIAR’s mission is to achieve more productive and sustainable agricultural systems, for the benefit of 
developing countries and Australia, through international agricultural research partnerships. 

ACIAR’s vision is a world where poverty has been reduced and the livelihoods of many improved through 
more productive and sustainable agriculture emerging from collaborative international research. 

All countries in the Indo-Pacific region are grappling with the complex, intersecting challenges of how to 
grow more and healthier food and reduce poverty, using less land, water, energy and fewer nutrients per 
unit of output, in changing climates. For the past 37 years ACIAR has made (and is continuing to make) 
significant contributions to meeting these challenges by working with partner countries. Its partnership 
model ensures that partner countries have input into and ownership of research priorities and the delivery 
of research programs. ACIAR does this by: 

- working with partner countries to identify research priorities 

- tackling those priorities through research partnerships with universities, governments and private 
firms 

- building scientific and policy capability within the region 

- evaluating research outcomes to measure impact and return on investment. 

The most-recent independent review of ACIAR (2013) recognised that ACIAR works in an increasingly 
complex environment, both domestically and internationally, and has an increasingly important role to play. 
The review examined ACIAR's effectiveness, efficiency and appropriateness in contributing to global food 
security and poverty alleviation. The review confirmed the important role that ACIAR plays in delivering food 
security and creating opportunities for many of the world's poorest farmers and concluded that ‘ACIAR is an 
institution of which Australians can be proud’. 

Australia has great strengths in agriculture, underpinned by our excellence in agricultural research. 
Australian agricultural science has much to offer countries in our region as they seek to improve their food 
security, by increasing agricultural productivity, sustainability and food system resilience.  
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ACIAR-funded research, while primarily helping smallholder farmers and rural communities in developing 
countries, also delivers benefits to Australian agriculture through: 

- new production technologies 

- access to improved varieties of crops 

- protection from pests and diseases 

- increased trade 

- increased skills and knowledge of Australian researchers. 

The ACIAR 10-year Strategy 2018-27 was launched by the then Minister for Foreign Affairs, The Hon Julie 
Bishop MP, in Parliament House on 26 February 2018. This strategy broadened ACIAR’s focus to develop the 
knowledge base that underpins six high-level objectives consistent with the Australian Government’s aid 
policy and the 2030 Agenda for Sustainable Development. The six high-level objectives are: 

1. Food security and poverty reduction – improving food security and reducing poverty among 
smallholder farmers and rural communities 

2. Natural resources and climate change – managing natural resources and producing food more 
sustainably, adapting to climate variability and mitigating climate change 

3. Human health and nutrition – enhancing human nutrition and reducing risks to human health 

4. Gender equity and women’s empowerment – improving gender equity and empowerment of women 
and girls 

5. Inclusive value chains – fostering more inclusive agrifood and forestry market chains, engaging the 
private sector where possible 

6. Capacity building – building scientific and policy capability within our partner countries. 

ACIAR and the Pacific 

ACIAR has been supporting collaborative research and capacity building with the Pacific since 1982, focusing 
on Papua New Guinea, Fiji, Vanuatu, Solomon Islands, Tonga, Samoa, Tuvalu and Kiribati. In 2019/20 ACIAR 
has 69 active research projects in this region valued at $20.3m and formal capacity building valued at $2.2m. 
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6.2 THE AUSTRALIAN TRADE AND INVESTMENT COMMISSION  

While ongoing and emerging risks continue to present challenges to the economic advancement of the 

region changes in the political and business operating environment have the potential to increase economic 

activity and expand commercial opportunities. 

The current level of Australian business activity in Pacific markets reflects the scale of the opportunities on 

offer as compared to opportunities in other international markets.  

Growing investment in the region, increasing commercial activity, and emerging technologies will together 

drive expansion of business opportunities in the region and present new sectors of growth. The Pacific is 

currently attracting increased attention from the international business community which will increase 

competition for Australian firm. This growing number of global firms operating in the region may also create 

new customers and possibilities for partnerships for Australian businesses in the Pacific.  

Austrade has identified the Pacific as a priority and is encouraging a focus on infrastructure services, new 

technologies, digital education, training and innovation. These enablers will allow Australian firms to explore 

the possibilities of different technological solutions in areas of service delivery and business activity. When 

combined with the key strategic drivers contained in the Australian Government’s Step-up agenda, as well as 

other commercial opportunities, Austrade and is supporting its clients to aspire to new markets, products 

and commercial dividends across the Pacific. 

1. Austrade’s Presence in the Pacific 

The Australian Trade and Investment Commission –Austrade – is the Australian Government’s trade and 

investment agency. Austrade contributes to Australia’s economic prosperity by helping Australian 

businesses, education institutions, tourism operators, governments and citizens as they develop 

international markets and promote international education, win productive foreign direct investment, 

strengthen Australia’s tourism industry, and seek consular services. 

Austrade recognises the geopolitical importance of the Pacific and is committed to reinforcing key existing 

market sectors, growing new opportunities and promoting the Government’s economic and commercial 

diplomacy agenda in the region. 

As part of a 2018 internal International Network Review, Austrade considered various options to enhance 

agency resources focused on the Pacific, as part of a broader reform agenda. In 2019, Austrade created a 

dedicated Pacific focused team based in Auckland, overseen by General Manager Pacific and comprising 

three A-based staff (Brisbane, Australia; Port Moresby, Papua New Guinea (PNG); and Auckland, New 

Zealand) and 6.5 locally engaged business development managers that service clients across the Pacific.  

In addition to its physical presence in the region, Austrade recognises that success in the Pacific requires 

strong relationships and networks Business Councils, Pacific Trade Invest, Industry Associations, Chambers of 

Commerce and government trade and investment institutions. These organisations are all important to 

enhancing Australia’s commercial presence in the Pacific and our operating and business model. Equally 

Austrade works closely with numerous Australian-based Pacific business councils to provide opportunities 

and link businesses.  
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6.3 EXPORT FINANCE AUSTRALIA  

Export Finance Australia is the Australian government’s export credit agency. It plays a critical role in 

supporting Australian export trade by providing finance to support viable exporters, companies seeking to 

invest overseas and overseas infrastructure development. 

Export Finance Australia was established under the Export Finance and Insurance Corporation Act 1991 (EFIC 

Act) and is defined as a corporate Commonwealth entity under the Public Governance, Performance and 

Accountability Act 2013 (PGPA Act). It is governed by an independent Board that is responsible for managing 

its affairs. It is part of the Foreign Affairs and Trade Portfolio and reports to the Minister for Trade, Tourism 

and Investment, Senator the Hon Simon Birmingham.  

The role of export credit agencies 

Most advanced economies have government-mandated export credit agencies. Their purpose is to support 

and enable export trade. Generally, these agencies provide government-backed finance solutions to 

businesses to help them grow exports and invest overseas. The type of support each agency provides depends 

upon the mandate from government and can include the provision of loans, insurance or equity. 

How Export Finance Australia operates  

Export Finance Australia’s mandate allows it to assist exporters with finance solutions, including: 

- Loans: to support export contracts, or to overseas buyers of Australian goods and services; 

- Bonds: to help Australian companies with their obligations under overseas contracts; 

- Guarantees: to financiers of overseas buyers of Australian goods and services or to an Australian 
exporter’s bank; and 

- Insurance: to protect Australian exporters against the possibility of non-payment due to certain 
commercial and political risks. 

Export Finance Australia and the Pacific 

Export Finance Australia has a long history of supporting Australian businesses to export their goods and 

services to the Pacific. For example, Export Finance Australia’s US$350 million loan to support the PNG LNG 

Project helped Australian companies secure over $1 billion worth of contracts during the construction phase 

of the project. 

In April 2019, the Government expanded Export Finance Australia’s mandate and financing capacity to boost 

its ability to support infrastructure development in the Pacific region. The amendments to the EFIC Act have 

increased Export Finance Australia’s financing capacity with an extra $1 billion in callable capital to enable it 

to support more and larger projects in our region and allow it to support a broader range of infrastructure 

projects in the Pacific. The legislative changes also allow Export Finance Australia to assist the operations of 

the AIFFP by managing AIFFP loans for infrastructure projects that meet development objectives in the Pacific 

and Timor-Leste. These changes allow Export Finance Australia to more actively support Australia’s Step-up in 

the Pacific and Australia’s agenda for an open, inclusive and prosperous Indo-Pacific by enhancing its role in 

overseas infrastructure projects.   
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7. APPENDICES 

A. ACRONYMS AND ABBREVIATIONS 

ADB Asian Development Bank 

AIIB Asian Instructure Investment Bank 

APEC Asia-Pacific Economic Cooperation 

ASEAN Association of Southeast Asian Nations 

ACIAR Australian Centre for International Agricultural Research 

DAC Development Assistance Committee of the OECD 

DFAT Department of Foreign Affairs and Trade 

FEMM Forum Economic Ministers Meeting 

FTMM Forum Trade Ministers' Meeting 

FSM The Federated States of Micronesia 

G20 Group of Twenty (governments and central bank governors) 

GDP Gross Domestic Product 

IMF International Monetary Fund 

iXc DFAT’s innovationXchange hub 

LDC Least Developed Country 

MSME Micro-Small to Medium Size Enterprises 

NGO Non-governmental organisation 

ODA Official Development Assistance 

ODE DFAT’s Office of Development Effectiveness 

OECD Organisation for Economic Cooperation and Development 

PACER-Plus The Pacific Agreement on Closer Economic Relations (PACER) Plus 

PICs Pacific island countries 

PIF Pacific Islands Forum 

PIFS Pacific Islands Forum Secretariat 

PNG Papua New Guinea  

RMI The Republic of the Marshall Islands 

SDGs Sustainable Development Goals 

SIDS Small island developing states 

SME Small-to-medium-enterprise 

SWP Seasonal Worker Programme 

UN United Nations 

UNDP UN Development Program 

UNESCO UN Economic, Social and Cultural Organisation 

UNICEF UN Children’s Fund 

UNFCCC UN Framework Convention on Climate Change 

WBG World Bank Group 

WTO World Trade Organization 
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B. PACIFIC FACTSHEETS  

DFAT has prepared one-page fact sheets for each of the PIF countries, including comparative factsheets for 

New Zealand and Australia. The fact sheets have been developed to provide an overview of each country’s 

international trade, ODA budget allocations and other relevant facts and statistics. 
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