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Economic and Social Agreements made a comeback. The new agreement is a weak copy of the
Economic and Social Agreements. The key measures are a freeze to prices for 18 months and a
price cut of 10% for 500 essentials. New Caledonia will lower customs taxes on essentials and
hypermarkets will reduce their trading margin. However, the fiscal reform was a light one. The
VAT bill, which was postponed, will pass at a rate of 6%, but only after the gencral elections in
May 2014! There was no word about the implementation of an income proportional general tax,
based on all kinds of earnings, even though this specific tax is urgent and should be created to
finance social policy. The problem of deficits remains unsolved as nothing was said either about
real estate gains tax and taxation of shareholder income.

Silence doesnot mean forgetting the former Economic and Social Agreements. It simply means
that a strong resistance remains among employers. The implementation of these Agreements will
require more Trade Union demonstrations. For example, on 3 May 2013 just before the General
Strike, Congress passed a Law establishing free competition for the main retail outlets with
deterrent sanctions. An exceptional majority of members of Congress enacted the Law despite
the opposition of the President of Government!'s.

Using the same strategy, a majority of Congress members enacted a Law making tax evasion an
offense!’. For the first time in New Caledonia, tax evasion would be punished by the Courts!

In an atmosphere of political decline, the Government rushed through a tax package. As a result,
the President of the Government proposed an additional tax of 1.5% on shareholder income,
and the abolition of some tax exemptions which were too profitable for the rich and therefore
100 controversial to be maintained'®, However, the president made some moves for the richest
taxpayers. He suggested lowering direct income tax, which would be more advantageous for
higher income earners. He proposed to make a new tax exemption for building, which would
only be able to be used by the wealthiest. This tax package is not in line with the Economic and
Social Agreements signed previously.

One person would be charged with all problems of the government : The President suspended the
Head of the Tax Department. The reason is flimsy: the Head had spoken with members of Congress
during a committee session of Congress, giving them information about tax exemptions and tax
inspections the government did not want to reveal! This showed an increasing deterioration of
political atmosphere.

The tax reform bill failed. At the end of 2013, a majority could not be attained in the Congress.
Political life is becoming more chaotic every day and without a majority, Congress cannot settle
any issues. The political debate for the election of Congress in May 2014 once again revolves
around the question of independence rather than reforms. The aim of addressing inequalities is
long lost and the country still presents a high level of inequality, which is superimposed on ethnic
differences. After the general elections in 2014, New Caledonia will have to finally decide on
policies aiming to close the gap between indigenous and non-indigenous people.
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ENDNOTES

i

This United Nations list of Non-Self~Governing Territories is a group of countries, which are not decolonised yet. The
list was initially prepared in 1946 pursuant to Chapter XT of the United Nations Charter and has since been updated
by the General Assembly. Only permanently inhabited territories are considered for inclusion in this list, excluding
many remote atolls (e.g., the French Island of Clipperton) and Southern Ocean terrifories (e.g., the French Southern
and Antarctic Territories). In 1960, the General Assembly adopted Resolution 1514, called the “Declaration on the
Granting of Independence fo Colonial Countries and Peoples”. This Resolution declared that all remaining non-
self-governing territories and trust territories were entitled to self-determination. The following year, the General
Assembly established the Special Committee on the Situation with Regard to the Implementation of the Declaration.
It is sometimes referred to as the Special Committee on Decolonisation or the “Committee of 24" (because for much
of its history the Commitice was composed of 24 members), which generally reviews the situation in each non-self-
goverring territory, New Caledonia included, and reports to the General Assembly.

The spelling of Kanak is invariable, whether singular or plural, masculine or feminine, as used in the official spelling
in the Noumea Agreement. In that manner, it also better fity indigenous linguistic usage.

Organic Law n® 99-209, art 188. Art 4 of the Organic Law says: “Citizenship of New Caledonia is hereby established
and benefits those French nationals who fulfil the conditions in Ariicle 188",

Constitutional Law n® 2007-237 of 23 February 2007, JORF (24 February 2007), 3354.

These limitations of the right to vote have created severe political end judicial quarrels. Does the current situation,
which deprives the French nationals in New Caledonia of a right to vote, violate a fundamental right? Or, on the
other hand, may the French who are not Caledonian citizens only vote for the elecfions that they may be affected by?
Because the French Constitution was expressly changed, no appeal before the Constitutional Council (the French
Constitutional High Court) could be launched. But the issue has been referred to the European Court of Human
Rights and before the Human Rights Committee. The Commiitee submitted its report on 15 July 2002. It considered
that the Caledonian citizenship requirements were reasonable because they applied to a historical decolonisation
process. Secondly, a complaint against France was filed in the European Court of Human Rights, established under
the European Convention on Human Rights of 1950 to monitor compliance by 47 European member States. On i1
January 2005, the Court ruled that the limitations on the right to vote were also acceptable in a process of self-
determination. However, the political problem is far from resolved.

Noumea Agreement, Point 3.1.1 and preamble; Organic Law n® 99-209, art 24.

Nowmea Agreement, Point 2. Art 24 of Organic Law 99-209 deals with local employment “to the benefit of the
citizens” but also addresses “persons able to justify a sufficient period of residency”.

Gaél Lagadec and Catherine Ris, Reform of indirect taxation and VA-vased employer contribution ; New Caledonia
on its way to secial VAT?, LARJE Working paper n° 2010-1, p. 4. hitp://larje.univ-nc.nc

Baldzs Egert, France's weak economic performance: Sick of taxation? 10 May 2013 http:/fwww.voxeu.org/article/
france-s-weak-cconomic-performance-sick-taxation#, UY4GuQPLLuc.cmail

Guaél Lagadec and Catherine Ris, Reform of indirect taxation and VA-vased employer contribution, mentioned above,
p7
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Ibid, p. 5. The rate varies from 50 to 80%.

Ibid, p. 6. The most egalitarian countries have a ratio of approximately 25% (Japan, Norway). The least egalitarian
countries (Brazil, South Africa, Haiti or Boiswana) have a ratio of approximately 60%.

In February 2011, the projoint flag coalition, including pro-independence parties and Rassembiement-UMP pro-
France, withdrew from the government then led by Philippe Gomés (who heads the Calédonie Ensemble party, pro-
France), thus triggering the government’s demise.

The maximum rate of direct taxation in New Caledonia is 40%. The maximum rate of shareholder income tax is
13.25%.

Rassemblement-UMP (pro-France, affiliated to Sarkozy’s former ruling UMP party); Calédonic ensemble
(Caledonia Together, pro-Gomeés),; 1'Avenir Ensemble (Future Togetker, the party of the President of Government,
Harold Martin).

Loi du pays n® 2013-xx du xx Aoiit 2013, relative & la concurrence en Nouwvelle-Calédonie (numbering is still
unknown).

Loi du pays n® 2013-2 du 30 mai 2013 instituant des sanctions pénales réprimant les infractions d la légisiation ef ¢
Ia réglementation fiscale.

Tax exemption for life insurance, some tax exemptions for real estate and building construction sector, in particular,



