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BACKGROUND

President Reagan has recently stated that the free enterprise system is the best way
to promote economic development and growth in the Pacific Island region, and that
U.S. private capital was very much needed in the area (see attachment).

A viable private sector is developing in the region, partly because of recent changes

in laws, policies, and regulations which enhance the private investment climate.

Many Pacific Island leaders are looking to the U.S. private sector as a major partner

in trade and investment. They recognize that U.S. private investment can play a

major role in stimulating economic growth, in generating foreign exchange, increased
employment and a higher standard of living. U.S. firms are also becoming increasingly
interested in the region, primarily because it is a politically stable, resource rich

and potentially viable area for rapid economic growth and development.

The prospects for involving the U.S. business community in private sector development

in the Pacific have never been better. This was recently demonstrated at the 22nd

South Pacific Conference and the 1984 Pacific Islands--United States Trade Through
Private Sector Development Conference where Island government officials and businessmen
met and interacted with representatives of the U.S. business community.

The Pacific developing countries already have a wide range of products and services
of economic value to the rest of the world. Mineral expnrts account for nearly 42
percent of the total exports from the region with Nauru, Papua New Guinea, New
Caledonia, Fiji, and the Solomon Islands leading in mineral production.

Next to minerals, the beverage group (coffee, tea, cocoa) and spices dominate the
composition of exports from the Pacific. Beverages and spices account for about
14 percent of the total exports from the region. The main exporters of beverages
are Papua New Guinea and Western Samoa, along with Fiji, which also exports spices.

Fish and seafood account for 10 percent of the total export value throughout the
Pacific and are produced mainly by American Samoa, Papua New Guinea, the Solomon
Islands, Fiji, and Vanuata. Copra (dried coconut) and coconut oil exports account

for 9.4 percent of the total exports from the Pacific Islands. Palm oil from Papua

New Guinea and the Solomon Islands is making an increasing contribution to total
export carnings. Wood and wood products are recording spectacular increases, mainly
from Papua New Guinea, the Solomons, and Fiji. Most of the sugar from the region
comes from Fiji and constitutes seven percent of total regional exports (Public Service
Satellite Consortium, Report on the Pacific, 1982).

PROJECT

Purgose

The purpose of the proposed conferences is to introduce the Pacific as a potential
investment site to interested U.S. firms, and to inform participants about laws, procedures,
and conditions affecting foreign private investment and commercial operations in

the region.

The focus will be on model projects which have a substantial development impact.
Priority attention will be given to the agribusiness and tourism sectors, and other
business ventures which will increase exports of locally-produced goods and generate
foreign exchange.



Structure

Fach three-day meeting will demonstrate the wide range of possibilities for U.S.
business participation through private investment. Participants will be given the
opportunity to meet potential joint-venture partners, local and international banking
and financial institutions interested in financing foreign project ventures in the Pacific
Island region. Conferences will include:

A. Panel discussions, workshops, and individual country presentations
on:

investment opportunities--current and planned projects
investment regulations

import/export and custom procedures

labor

banking and taxation policies

loan financing

B. Private consultation with Pacific government leaders, entrepreneurs,
and others to provide policy advice and guidance to prospective
U.S. investors.

Venue: Los Angeles and San Francisco

Proposed Date:  March 1985

Organizer: Action Research International, 468 Funston Avenue, San Francisco, CA 94118
(415) 221-2730
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Over 40% of our Navy's
major ships are nuclear
powered . . . Access to
all areas of the oceans

. . . is essential . . .

2-PATRICK
"We want to help the islanders keepthe .
region free frem tensions and rivalries
as it has been since World War il.*

American Samoa,
Guam, and the Northern
Marianas are part of the
American family. They
have . . . the full
resources of the Federal
government available to
them.
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IReagan’s

Interview

Pacific Isles
Policies

by Caroline Yacoe

Pacific: Presideni Reagan, is it pos-
sible to state in a few concise words
what The basic principles and goals
are of U.S. policy in the Pacific island
region?

The President: First of all, we are part
of the Pacific island region. Hawaii,
American Samoa, Guam and the
Northern Mariana Islands, which
soon should formerly acquire com-
~~ ‘]monwealth status make the
}| United States of America a per-
.{manent part of the area. In
;| addition, we continue to have
a special relationship with the
. |Federated States of Micro-

"| nesia, the Republic of the Mar-
‘| shall Islands, and the Republic
of Palau,

Our relationship with the
Pacific island region is a
partnership. We share a strong
belief in freedom and democ-
racy, respect for human rights,
and faith in the power of the
free market. We want to build
on these values to establish
even better relationships with
the new nations of the Pacific,
And we want to help the
islanders keep the region free
from tensions and rivalries as it
has been since World War II.

Pacific: Is there any likelihood thatin
the future there will be more U.S. aid
to the Pacific island nations, possibly
on a direct bilateral basis?

The Fresident: We intend to maintain
a helpful development assistance
role, supplementing the larger
programs of Australia and New
Zealand. We anticipate that future
U.S. aid to the region will be at
modestly increasing levels.

Our assistance is available
indirectly through the Asian
Development Bank, the United
Nations and various regional institu-
tions. There are grants to local and
U.S. private voluntary organizations
for programs in the individual coun-
tries, and, of course, we have the U.S.
Peace Corps. This system seems to

work quite well. This approach pro-
vides a broad range of U.S, assistance
on the regional and individual
country basis.

I should also add that private busi-
ness can and will play a larger role in
the economic development of the
Pacific Island region than aid from
any government. This theme was
stressed in my message to the South
Pacific Conference held in American
Samoa one-and-a-half years ago. The
free enterprise system is the best way
to promote growth and develop-
ment. As far as Micronesia is con-
cerned, we are the primary donor
and, if Congress approves, we will
continue to support the economic
development of the Micronesian
states under the Compact of Free
Association.

Pacific: Vanuatu has recently estab-
ished full diplomatic relations with
Cuba. The Solomon Islands had
adopted a policy of looking Southeast
Asia for partners in its economic
development. Western Samoa has full
diplomatic relations with the Peoples
Republic of China and a significant
cultural exchange program. Kiribatj is
receiving some material aid from the
Peoples Republic of China. Do you
regard these events as a trend that
may cause the U.S. to reassess its Paci-
fic islands policies?

The President: As independent
countries, Vanuatu, the Solomon

- Islands, Western Samoa and Kiribati

have the right to choose their friends,
We share a community of values and
interests with the islanders. We try to
understand their activities in light of
our common interests. We hope they

. take the same approach with us,

Pacific: Some heads of state from
South Pacific nations have complained
that not enough attention is paid to
them in Washington. Is there still a
residual attitude in Washington that
writes off the islands because of thejr
comparatively small populations?

The President: Direct U.S. involve-
ment in the South Pacific was very
limited until the middle 1970's, since
almost all of the islands were colonial
dependencies of other states. Never-
theless, the United States began
responding to the changing situation
in the South Pacific more than a
decade ago. We initiated Peace Corps
programs, educational and cultural
exchanges, and established consulates.
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nore states became independent,
upgraded the consulates to
bassies and accredited ‘ambas-
ws. This process is continuing. We
1ow considering additlonal diplo-
c representation”in the area.
e posts symbolize our recogni-
of the importance of the Pacific
d nations. Also, recently, we
n a regional development
ance program and stepped up
‘ontributions to the work of the
1 Pacific Commission.,
an assure you that the United
3 government is very conscious
e island states and sensitive to
needs and aspirations,

¢t Now thatthe Compactof Free
lation between the U.S, and the
rated States of Micronesla,
hall Islands, and Palau Is close to
sletion, do you foresee anything
could block approvai of the
vact in the U.S. Congress or the

'resident: Because the Compact
s the will of the people, | hope
soth the United States Congress
1e international community will
nize that self-govermmment for
reoples of the Trust Territory
1not be delayed. | have sent the
act to Congress with a message
; its approval. We expect close
nation of the Compact by the
ess. The democratic process
1blic review of the Compact will
t the Compact and the people
region, )
re is an outstanding issue that
delay implementation of the
act with respect to Palau. Itis an
al constitutional problem that
revented Palau’s government
approving the Compact and
nenting the mandate of the
n people. The primary issue has
with nuclear materials,
association is a partnership.
the Compact the United States
sponsibility for regional peace
1bility, while Palau would have
wvernment, substantial eco-
assistance, and autonomy in
1 affairs. This partnership
:s the United States to perform
ity role. Therefore, 1 have
the United Stites Congress to
‘e the Compact with the
il 1slands and the Federated
f Micronesia at this time. | will
t Congressional approval of
)mpact with Palau only after
'vernment has confirmed that

its internal constitutional approval
process is complete. We will
cooperate with the Palauan Govern-
ment, but ultimately it is an issue for
the Palauans to decide.

Partnership requires resolution of
this issue. Last October, the President
of Palau joined the Presidents of the
Federated States of Micronesia and
the Marshall Islands in signing the Sai-
pan Accords, which call for the
Prompt approval of the Compact by the
United States Congress and early
termination of the trusteeship,

Pacific: Leaders in these islands—the
Federated States of Micronesia, the
Marshall islands, and Palau—gen-
erally give the U.S, high marks for pro-
moting democracy. However, they
have oiten criticized its effort in pro-
moling economic development. Is
your Administration addressing this
Issue?

The President: We are meeting that
challenge head-on. The United States
supports the operations and eco-
nomic development of these govern-
ments under U.N. Trusteeship. A
long-range capital improvement
program devoted to basic require-
ments such as power, water, an
sewage systems, docks, roads and air-
ports, is near completion, Looking to
the future, the Compact of Free Asso-
ciation provides substantial grants for
government operations, social sery-
ices, capital improvements, economic
devélopment programs, health, edu-

cation, telecommunications, energy

self-sufficiency and other needs,
This assistance will enable the Fed-
erated States of Micronesia, the Mar-
shall Islands, and Palau to work
toward the economic goals they have
established for themselves. | would

. like to highlight the point that the

elected leaders of the Micronesians
will establish the economic policies
under. the Compact. This will put
decisicn-making authority and eco-
nomic resources in the hands of
Micronesians and their leaders.

Pacific: How does your administra-
tion evaluate the prospects for eco-
nomic independence of these island
nations after the expiration of the U.S.
Compact-related funding?

The President: During the initial term
of free association, the Micronesians
will have the tools and resources to
make significant progress towards
economic self-sufficiency. Much will

depend on the priorities they estab-
lish and their ability to exercise fiscal
restraint. The Compact provides an
opportunity for them to move toward
their goals and objectives.

Again, however, | want to stress the
important role of private business, A
free enterprise system offers oppor-
tunity and rewards, initiative,
imagination, hard work, per-
severance and productivity. The
governments of the Micronesian
States will find that the private sector
is the key to a promising future,

Pacific: Is it likely that the U.S. will
require more naval, air and ground
force bases in the Pacific islands inthe
future than it now hast

The President: The short answer is no.
However, it is always wise to preserve
our options. The United Staes already
has important air and naval bases on
Guam. They will continue to be the
principal U.S. facilities in the Central
Pacific. In addition, we exercised our
option for along-term lease of land in
the Commonwealth of the Northern
Mariana Islands, which will ensure
added flexibility to meet any change
in our base and logistics require-
ments. Although current plans are to
use the area only for training, we will
also have the option, under the Com-
pact, for limited harbor, airfield and
training sites in Palau. The only other
defense installation in Micronesia is
our testing facility at Kwajalein, Use of
this facility is set by the Compact for
fifteen years, with an option for an
additional fifteen years. We do not
anticipate the .need for any major
changes. : ,

Pacific: A tremendous amount of
attention has been given to the Fed-
erated States of Micronesia, the
Marshall Islands, and Palau during the
years of negotiating the Compact of
Free Association with them. In the
meantime, many people in the U.S.
Pacific territories of American Samoa,
Guam and the Northern Marianas are
complaining that they are being over-
looked—not enough U.S. private
capital, not enough technical
assistance. Do you think these com-
plaints are justified?

The President: | can understand why
the American territories view the
negotiations in Micronesia with great
interest. Guam has been a loyal part
of the American political family since
1898; American Samoa since 1900,
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The people of the Northern Marianas
chose to become Americans in 1975.
The Compact of Free Association has
been 'negotiated over the' past
fourteen years. It is an agreement that
recognizes the sovereignty of the
people of Microresia. Lo

Although Americans in the territo-
ries have watched these negotiations
with interest, | hope they share my
pride in their own permanent role in
America’s future. ' '

American Samoa, Guam, and the
Northern Marianas are parts of the
American family. We have done
much to guarantee that their specific
problems receive special assistance,
And we will do more.

We are working with the three

territories to diversify and expand
their economies, particularly with the
help of the private sector.
" The territories do need more tech-
nical assistance and a major effort s
underway to establish long-range
technical assistance objectives for
major ‘programs in each territory,
Once the objectives are established,
necded resources will be better
defined. During the last two years the
U.S. Congress has been supportive of
increased technical assistance pro-
grams and | hopé this welcome trend
continues.

Buttherestillis notenough U.S. pri-
vate capital available to the ter-
ritories. We are exploring ways to
make financial capital more available
and accessible. "We are working
closely with the territories to identify
and make changes in Federal regula-
tions and legislation. That will pro-
mote economic development.

The most important thing to
remember is that the people there are
our fellow U.S. citizens and nationals.
They enjoy great benefits and carry
the responsibilities of citizenship.
They have, and should have, the full
resources of the federal government
available to them. The challenge, and
one I'm sure we can assist, is to tailor
those benefits to their unique circum-
stances.’ '

Pacific: The U.S. has not yet signed
the Law of the Sea Convenlion, Why
not? Itis possible that the U.S. would
sign it if it were in any way amended?

The President: When we announced
that the U.S. would not sign the con-
vention, I stated that the deep seabed
mining section did not meet U.S.
objectives. Our problems with the
decp seabed mining regime include:

64—May/June 1984

— Provisions that would actually
deter future development of deep
seabed resources, when such
development should serve the
interest of all countries; h

— A decision-making process that
would not give the United States or
others a role that fairly reflects and
protects their interests;

T
‘View From The Ranch
Ronald Wilson Reagan, 40th Presi-
.:dent of.- the :United States of
~America. Conservative Republican.,..:

.- Former Hollywood screen actor. A
.»man who has earned the political
.reputation of being the “Great .
. Communicator.” " .
i Heis midwestern by birth—Tam- .
:, pico, lllinols, February 6, 1911. And
he is midwestern by rearing—,
-graduate of Dixon High School,
. 1928, He attended Eureka College—
graduating in 1932 with a degree in -
, econnmics and sociology. During
- WWil heservedinthe U.S. Army Air -
. Corps. Then followed his much pub-,
,. licized acting career in Hollywood. .
. Interestingly enough, he headed a
- union of Hollywood actors at this
time and originally he was a Demo-
. crat. But after campaigning for
.Republicans he eventually joined
the party in 1962, .
Hewon the Governorship of Cali- |
. fornia in 1966 and served two terms o
" until 1974, From that point it was a',
7 long and often very difficult pull to™.
~the, "American’ Presidency. He
. defeated the sitting_ Democrqlic
. Incumbent, )immy" Carter, 'in
. November, 1980. An today fromthe
White House oval office, he steadily |
" applies his conservative policies to..
,-U.S. politics and economics. -
. However he still manages occa-
sional trips to his California ranch in
|',- the ‘rounded, coastal - mountains, .
+ behind Santa Barbara. Fromthereon"
, aclear day the broad expanse of the
" Pacific is visible. It Is a direction to
which both he and the American
people are facing with ever
"increasing awareness. '

— Provisions that would allow
amendments without United States
approval. This is incompatible with
our approach to treaties;

— Stipulations relating to manda-
tory transfer of private technology
and the possibility of national
liberation movements sharing in

benefits; and

— The absence of assured access
for future qualified deep seabed
miners to promote the development
of these resources.

In spite of our well-known objec-
tions and renewed negotiating efforts
in early 1982, the Law of the Sea Con-
ference adopted the convention on
April 30, 1982, although, after nearly
two years, it has not yet come into
force. | would also point out that
many major industrialized nations
share our concerns. As to amending
the convention, at this point it would
be most difficult, and we are not
aware of any move to do so.

Nevertheless, the convention con-
tains many positive and significant
accomplishments. We are prepared
to accept and act in accordance with
international law as reflected in the
Law of the Sea Convention that
relates to traditional uses of the
ocean. We are willing to respect the
maritime claims of others, including
economic zones, that are consistent
with international law as reflected in
the convention, so long as the inter-
national rights and freedoms of the
U.S. and others in such areas are
respected.’

Pacific: The nuclear issue is a big one
in the Pacific. Could you clarify the
U.S. position on the testing of nuclear
weapons and on the dumping of
nuclear waste in the South Pacific?

The President: The United States is
sensitive to the nuclear concerns of
the Island people. We share the
desire to protect the ocean from
pollution. The United States is a party
to the London Dumping Convention
and other international agreements
aimed at protecting the health of the
oceans. Our domestic laws regulating
ocean dumping are cven more
stringent and are vigorously
enforced. The United States is also a
member of the Nuclear Test Ban
Treaty which bans nuclear weapons
tests in the atmosphere, in outer
space and under water,

Pacific: The passage of U.S, Navy ships
that are nuclear powered and that are
capable of carrying nuclear weapons
is also of concern to the people of the
South Pacific. Can you clarify the U.S,
position in this regard?

The President: U.S. nuclear powered

warships have an unparalleled record
of safe operation since the first
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«clear powered ship became opera-
onal in 1955. U.S. nuclear powered
ips have accumulated over 2700

ictor years of operation without a .

igle nuclear mishap. This record
‘lects the very strict control exer-
2d over the design, construction,
eration, maintenance and repair of

r nuclear powered ships and the -
eful selection, training and -

alification of the personnel
nning the ships, -

ver 40 percent of our Navy's
jor ships are nuclear powered and
y are among our most effective
35. Access to all areas of the oceans
U.5. nuclear powered warships is
2ntial to maintain the peace.

he ability of the United States to
er aggression and to help maintain
«ce throughout the world depends
the ability of its ships and aircraft
ravel the ocean spaces, including
-South Pacific. The presence of the
» Navy ships does not pose a
iger to the interests of the people
the South Pacific. Rather, it helps
irantee their continued peace and
adom,

ific: You are a man from Califor-
~a Pacific state, What:would you
the Pacific people to remember
and your Administration for
ing accomplished in the Pacific?

President: As a Californian, | am
iicularly aware of our Pacific
rests. | would like to have our
ninistration remembered as one
ch fully recognized the impor-

:e of Asia and the Pacific. Focus is

ing increasingly to the Pacific,
ch is now—as | said earlier—the
st growing economic region of
world, We want to build on the
d relations we already have and
:e them stronger. We want to do

part to encourage regional

peration. And we want to con-
‘@ our security role, a role that
mits the islands to develop poli-
lly and economically according to
wishes of the islanders them-
es.

acently, meeting at the White
se with a group of Americans of
n and Pacific heritage, | had a
1ce to reflect on the contributions
merican society that derive from
people of this region. It's part of
it you might call “the spirit >f
erica.” Back in the fall of 1980, |
nded a rally held in the shadow of
Statue of Liberty. And there

- ance, hard work, fiscal responsi-

were many nationalities and ethnic
groups there, all reminding us
that we're all descendants from
immigrants who came here[™

looking for freedom and oppor- o

tunity. And, while our country
had its flaws and we still have|-

them, the American dream was oo

real, ;

Asian and Pacific Americans]|-
have helped preserve that dream | -
by living up to the bedrock values |
that make us agood and a worthy
people. I'm talking about princi-
ples that begin with the sacred
worth of human life, religious
faith, community spirit and the
responsibility of parents and
schools to be teachers of toler-

bility, cooperation and love.
After all, itis values, not programs
and policies, that serve as our
nation’s compass. They hold us
on course. They point the way to
a promising future,

America needs its Asian and
Pacific American citizens. They've

enriched our national culture and our
heritage. They’ve held the beliefs that

+ account for so much of our economic

and social progress. They've never
stopped striving for excellence,
despite times in the past when they
experienced terrible discrimination.
We will continue to fight against
discrimination, wherever there are
any vestiges of it remaining, until
we've removed such bigotry from our

, entire land.

And when we look toward that
great and grand Pacific Basin, there’s
a promising future. Americans may

; not hear much about our Pacific and

Asian foreign policy, but then there's
a lot of good news that they don't
seem to hear about.

Our relations with our Pacific Asian
friends and allies have never been
better. First of all, as I indicated in
answering your first question, it’s not
all foreign policy. The United States of
America is part of the Pacific. There's
Hawaii, American Samoa, Guam, and
the soon-to-be commonwealth status
of the Northern Mariana Islands and
our special relationship with the Fed-
erated States of Micronesia and the
Republics of the Marshall Islands and
Palau. It is my hope that our Admin-
istration will be remembered as
helping the people of the Pacific
Basin achieve hopes and aspirations,
and that together, we will bring a
pacific, tranquil future to the region.

BILL FITZ-PATAIC!
America needs its Asian and Pacific
Amaerican citizens.”’..’

. . .self-government for
the peoples of the Trust

. Territory should not be

delayed.

. . .the elected leaders
of the Micronesians will
establish the economic
policies under the
Compact. The
governments of the
Micronesian States will
find that the private
sector is the key to a
promising future.
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Joan Rolls of Beachcomber Ltd., Cook Islands,
palming a pear} for Lindsay Barrett, Vanuatu

Fujian Senator Aporosa Rakoto:
the cheese smile for the Pacific cracker sale.
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Augusto Confalonieri and Dr. Massimi-
liano Frizzi: displaying Tahitian products
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Islanders Sell

$600,000 Worth
At U.S. Show -

Pacific Magazine Report

Sales orders for Pacific Islanders
amounted to at least US$600,000. And
this was apparently a conservative
number. Joe Harrison of the Pan
Pacific Alliance quoted these figures
at the closing session of the Con-
ference on Pacific Island-United
States Trade Through Private Sector
Development held in Honolulu.

Speaking from the floor in a closing
critique, Simeti Moala of Tokelau said
that his group wrote orders for $5,500
in handicraft items which they dis-
played during a three evening.trade
show.

He spoke about the possibility of
combining production with Cook
Islanders in order to fill this quota on
time. He said his group sold every
item they brought to Honolulu, In
addition he made a new shipping
contact which could possibly resultin
another ship making a regular stop in
Tokelau as it transits its waters

" enroute to other South Pacific ports.

This story somewhat typified the
more than expected success of the
first time ever trade show. Buyers
worked their way unobstrusively
down the aisles of displays night after
night. Such Honolulu heavyweights
as Liberty House and Duty Free
Shoppers were among them. Many
deals were quickly made as a number
of U.S. buyers were taking their first
look at products of the Pacific Island
nations.

The general consensus was that
those Islanders who came prepared
to sell products—a good sample of
wares, ready information—did so.

Paupe: shutting down the diesels
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Marion L. Clark, H.C.C. Ltd., Solomon Islands and Linda
Moriaty, Territorial Trading Co., Hawaii: discussing sales

Kathy Gower: sizing Papua New Guinoa ceromonial dress
)
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i the few, who could have been
w prepared, did a respectable

volume,

:cording to a spokesman for Pan
fic—organizer of the show held
onjunction with the conference
isored by AID (U.S. Agency for
:national Development)—there
definitely be a second show. Its
tion will be announced later.
illiam Paupe, a U.S. AID officer,
oned in Suva, was very positive
ut the impact of the conference
. the show. AID expended
roximately $75,000 on the project.
s Paupe pointed out, this is how to
e the “diesel generator” syn<’
me. By this he is referring to some
. aid projects that—though well
.ntioned—have left a legacy of
ing diesel generators dotting
W Pacific Islands. They were one
t packages that neither directly
olved the Pacific Islanders in their
eption nor provided any follow-
Such projects as the conference
| trade shows that stimulate local
nomic development and trade
lect the aid policies of the current
.. administration, Paupe said.
Jot by concid?ncc, Harrisondread YR, A % {)
opening note from U S, President, 115080 A AT A
na':ld Reagan, encouraging the s o il
ific 1slanders to look tothe U.S.as  Floyd Fitzpatrick, Samoan Tropical
sarket for their products. B Products, Ltd.: relaxing amid shop talk

Miriam Nicholas, Niue: U.S. buyors
were interested
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