IAP REPORTING TEMPLATE ON FTAS AND RTAS

	
PNG’s Approach to Bilateral and Regional Trade Agreements in 2006

In general, the policy stance of PNG in recent years has been favorable to the processes of regional integration, and integration into the global economy. PNG has reformed tariffs in line with WTO commitments and in the context of other trade arrangement involving Melanesian Spearhead Group (MSG) which involve a sub group of countries and still in others as unilateral moves to free up trade, in expectations that this will stimulate domestic economic activity and improve efficiency and/or in preparation for joining the regional free trade arrangement.

All fourteen members of the Pacific Group of Countries negotiated a free trade agreement-Pacific Islands Countries Free Trade Agreement (PICTA) over a period of two years, leading to the signing of the Treaty by a majority of the members in 2001. The PICTA is the only truly regional trading agreement; all other free trade initiatives involve small subsets of the fourteen Pacific ACP group. It has been suggested from time to time that the Melanesian Spearhead Group (MSG) Free Trade Agreement, which has been in force for several years, might form the basis for a regional grouping, but this proposal has made a little headway to date.

The core of the PICTA is the commitment to dismantle all import tariffs and non-tariffs barriers over eight years (ten years for Low Developed Countries and Small Island States). The Treaty covers all goods, with the exception of those placed on negative lists of sensitive products, which are to become tariff free over a fourteen year period.

The Pacific Agreement on Closer Economic Relations (PACER) is a companion Agreement to the PICTA, and  negotiated by the fourteen island countries involved in the PICTA- plus New Zealand and Australia. The Agreement contains two main provisions. The first guarantees special development assistance for PICTA members in the Forum, primarily funding for trade facilitation. The second requires parties to the PICTA  to begin negotiations for free trade with New Zealand and Australia within eight years of PICTA entering into force.

Both the PICTA and PACER are in force. The PICTA came into force on 13th April 2003 after the 6th ratification was received from the Republic of Nauru while PACER came into force in 3rd October 2002.   

Both the Pacific Island Countries Trade Agreement (PICTA) and the Pacific Agreement on Closer Economic Relations (PACER) of which PNG is a member to these two trade agreements can generally be considered as having the potential to complement or assist PNG’s APEC commitments.

	Part 1: Description of current agreements 



	Agreement #1

Pacific Island Country Trade Agreement (PICTA) amongst the 14 members of the Pacific Island Forum



	Background (membership, date of entry into force, type of agreement)
	All fourteen members of the Pacific ACP group of countries negotiated a free trade agreement- the Pacific Island Countries Free Trade Agreement (PICTA) over a period of two years, leading to the signing of the treaty by a majority of the members in 2001. The PICTA is the only truly regional trading agreement. The core of PICTA is the commitment to dismantle all import tariffs and non-tariff barriers over eight years (ten year for Least Developed Countries and Small Island States).  

Done at Nauru : 18th August, 2001

Entered into Force : 13th April, 2003

Depositary : Secretary General of the Pacific Islands Forum Secretariat

Type of Agreement : Regional Trade Agreement


	Date of notification to the WTO
	

	General provisions
	The core of PICTA  is the commitment to dismantle all import tariffs and non-tariff barriers over eight years (ten years for the least developed members & Small Island States members). PICTA follows a negative listing approach. General provisions manifests open and liberal trading system which is built on four basic principles:

· The first principle recognizes that it is important for countries to follow open and liberal trade policies, permit them to protect domestic production from foreign competition, provided that such competition is extended only through tariffs and is kept at low levels. To this end, it prohibits countries from using quantitative restrictions except in special cases.

· The second principle provides for the reduction and elimination of tariffs and other barriers to trade through multilateral negotiations. The tariffs so reduced are listed on tariff lines basis in each economy’s schedule of concessions. The rates given in these schedules are known as bound rates shown in the schedules.

· The third principle requires countries to conduct their trade without discrimination among countries from which goods are imported or to which goods are exported. This principle is embodied in the most favored nation treatment (MFN) principle.

· The fourth principle is that PICTA has national treatment provisions.

	Institutional framework and dispute settlement
	At the Pacific Trade Ministers Meeting held in May 2005, the Ministers noted a need in putting in place a dispute settlement mechanism for the PICTA. The Forum Secretariat is being tasked to develop the necessary procedures and guidelines 


	Provisions relating to treatment of goods
	The Treaty covers all goods, with the exception of those goods placed on national negative list of sensitive products, which are to become tariff free over a fourteen year period. The inclusion of alcohol and tobacco was discussed several times in the meetings however, it was noted that further studies on the inclusion of these two products was needed before a decision is made on them.  Decision on these two products was deferred  for another two years to allow further time to assess all the implications. PICTA follows a negative listing approach. 
 

	Product coverage
	Product coverage may be obtained from the Pacific Island Forum Secretariat on website: http://www.forumsec.org.fj


	Rules of origin
	Yes it has provisions on Rules of Origin. It follows a negative listing schedule.


	Provisions relating to treatment of services, investment and government procurement
	Information on this can be obtained from the Pacific Island Forum Secretariat website as follows : http://www.forumsec.org.fj


	Services coverage
	Information on this can be obtained from the Pacific Island Forum Secretariat website as follows : http://www.forumsec.org.fj


	Trade Facilitation provisions (SPS, TBT, mutual recognition, customs cooperation, e-commerce, etc.)
	

	Treatment of other issues (competition, intellectual property, labour, environment, etc).
	Information on this can be obtained from the Pacific Island Forum Secretariat website as follows : http://www.forumsec.org.fj


	Other
	Information on this can be obtained from the Pacific Island Forum Secretariat website as follows : http://www.forumsec.org.fj


	Changes in 2006
	None envisaged at this point in time 


	Expected changes in 2007
	None envisaged at this point in time 




	Agreement #2

Melanesian Spearhead Group (MSG) Trade Agreement



	Background (membership, date of entry into force, type of agreement)
	Melanesian Spear Head Group Trade Agreement.

Came into force in 1995

Parties to the Melanesian Spearhead Group (MSG) Trade Agreement are the Governments of Fiji, Papua New Guinea, Solomon Islands and the Republic of Vanuatu.  


	Date of notification to the WTO
	

	General provisions
	Under Article 3- 

The objectives of the parties in concluding this Agreement are:-
a) to promote and facilitate the free flow of goods and services through the elimination of tariff and non tariff barriers to trade between the Parties in a gradual and progressive manner under an agreed timetable

b) to ensure as far as possible that trade between parties takes place under conditions of fair competition;

c) to take appropriate measures to facilitate, strengthen, consolidate and diversify the trade between countries on a long-term and stable basis; and

d) to contribute to the harmonius development and expansion of world trade and the progressive removal of barriers thereto

Under Article 4- the General Undertakings are:
1. The Parties shall make effort to plan and direct their development policies with the view to creating conditions favorable for the achievement of the objectives of the Agreement and implementation of the provisions of this Agreement and shall abstain from taking any measures likely to jeopardize the achievement of its objectives and implementation of its provisions.

2. The Parties shall extend the product coverage in this Agreement in order to ensure that the duties and other restrictive regulation of commerce are eliminated on substantially all the trade between Parties.

3. Requests for such extension shall be presented by interested Parties in accordance with the procedure laid down in Article 18.



	Institutional framework and dispute settlement
	Article 17-Administrative Cooperation by the Parties, Article 18- Dispute Resolution, Article 19-Consultations & Article 20-Institutional Framework. 

Article 18-Dispute settlement is as follows

1. Parties shall endeavor, as far as possible, settle any differences concerning the interpretation or operation of this agreement through amicable consultations in accordance with Article 19 of this Agreement

2. Where the consultations referred to in paragraph 1 of this Article have failed to resolve the dispute between the Parties, any party to the dispute may notify other parties of its wish to resolve the dispute by mediation. The parties to the dispute may appoint by mutual consent a mediator within 30 days of such notice.

3. Where the mediation process referred to in paragraph 2 of this Article has failed to resolve the dispute between the parties, any party to the dispute may notify the other party to the dispute of its decision to submit the dispute to arbitration. The arbitration award shall be final and binding on the members to the dispute.

Article 20- Institutional Frame is as follows

a) The parties shall utilize the existing Melanesian Spearhead Group Institutional Framework for the purposes of overseeing the implementation of this Agreement

b) In accordance with paragraph 1 of this Article the Summit of Heads of Governments of the Melanesian Spearhead Group shall policy directions with respect to the implementation of this Agreement

c) Trade Officials of the parties shall meet annually prior to the Summit of Heads of Governments to jointly review trade among parties.

d) The Summit of the Heads of Governments may decide from time to time to establish technical committees to oversee the implementation of specific fields of activity of this Agreement such as quarantine customs and trade.


	Provisions relating to treatment of goods
	Articles 4-General undertakings, 5- Most Favored Nation Treatment, 6- Tariff Customs Duties 7- Quantitative Import Restrictions,  8-Quantitative Export Restrictions, 9- Excepted Imports, 10- Deflection of Trade, 11-Development of Industry, 12-Temporary suspension of Obligations, 13-Preferential Treatment, 14- Suspension of obligations & 15- Exceptions


	Product coverage

(% of tariff lines,  % of trade)
	Description of Product                                    HS Code                               Rate of Duty 

1. Potato Chips or slices                                  0712.1010                                25%

2. Potatoes whether or not sliced but                                                                           

    not further prepared                                     0712.1090                                25%

3. Wheat or maslin flour                                  1101.0000                                 10%

4. Cereal flours other of wheat or maslin         1102.0000                                 10%

4.  Flour, meal, powder, flakes, granules 

    And pellets of potatoes

         1105.0000                                10%

5. Flour, meal, and powder of leguminous

    Vegetables (except coconut milk powder     1106.0000
                               10%

6. Cane or beet sugar and chemically pure

    Sucrose, in solid form(subject to Agree- 

    ment with the state)                                      1701.0000                                70%

7. Prepared food obtained by the swelling

    Or roasting of cereals or cereal products

     In grain forms or other worked grain           1904.10000                               15%

8. Other prepared food obtained by the 

    Swelling or roasting of cereals or cereal

    Products in grain form or other worked

    Grain                                                              1904.9000                                15%

9. Potatoes chips or french fires, prepared 

    Or preserved, frozen                                      2004.2000                                25%

16. Pineapples-Prepared or preserved               2008.2000                               10%

17.Citrus Fruits-Prepared or preserved               2008.3000                              10%

18. Preparations of a kind used animal feeding   2309.9090                              10%

19. Other paper and paperboard
                         4823.0000
                     10%

20. Embroidery in the piece, in 

      Strips or in motifs
                                       5810.0000                               10%                                          

21. Men’s or boy’s Trousers, bid and brace 

      Overalls, breeches and shorts, knitted or

      Crocheted                                                        6103.4000                          25%                      

 22. Dresses                                                           6104.4000                          25%

 23. Skirts and divided skirts                                   6104.5000                           25%               

24.   Men’s or boy’s Shirts, knitted or crocheted     6105.0000                          20%

25.   Women’s or girl’s blouses, shirts or silk blouses

        Knitted or crocheted                                         6106.0000                          20%

26.  T-Shirts, singlets and other vests knitted and crocheted 6109.0000       20%          

27.   Jerseys                                                                            6110.0000          25%    

28.   Other garments knitted or crocheted of cotton               6114.0000          25%

29.   Other similar garments of cotton                                    6115.9000           25%

41.Bed spreads, and other furnishing articles

     excluding those of heading 9404.0000                  6304.0000                 20%

42. Sails                                                                       6306.3000                 20%

43. Other made up articles including dress

       patterns                                                                  6307.0000              25%

44.  Articles of Jewellery                                              7113.0000                  25%

45.  Goldsmith’s or silversmith’s ware                         7114.0000                  25%

46.  Other articles of precious metal                             7115.0000                25%

47.  Imitation Jewellery                                                 7117.0000                  25%

48.  Canned Mackerel                                                    1601.1500                   30%

49.  Salt                                                                           2501.0000               30%

	Rules of origin
	The agreement has provisions on rules of Origin and this can be found in ANNEX III entitled Rules of Origin Under Article 13 (1) (a) of the Agreement 


	Provisions relating to treatment of services, investment and government procurement
	Agreement has provisions on services and investment.

	Services coverage
	Papua New Guinea and other parties to this agreement have to date established  a working group on Trade in Services to consider modes 1-4.  This is an ongoing activity as this group and meetings are conducted periodically every year to advance work on services. 


	Trade Facilitation provisions (SPS, TBT, mutual recognition, customs cooperation, e-commerce, etc.)
	

	Treatment of other issues (competition, intellectual property, labour, environment, etc).
	Discussions on Trade Facilitation  is an ongoing activity.

	Other
	Any other pertinent information on the MSG Agreement to which Papua New Guinea is a member  can be obtained from the Interim Secretariat of the MSG cl-o The Director General, Ministry of Foreign Affairs, Private Mail Bag 051, PORT VILA, Republic of Vanuatu, telephone: (678) 25674, Facsimile: (678) 25577 or (678) 25640  


	Changes in 2006
	No changes at present 


	Expected changes in 2007
	No changes are expected




	Part 2: Agreement under negotiation 



	Agreement #1

Economic Partnership Agreement(EPA) between the Pacific ACP and the European Union


	Issues being covered in the negotiations
	EPA is currently under negotiation and will be concluded by 2007.

More background Information on this can be obtained from the Pacific Island Forum Secretariat website as follows : http://www.forumsec.org.fj


	Status of negotiations
	Still under negotiations 



	Part 3: Future Plans 

No new plans.



