
 

 

 

 
Project Number: 26194 
April 2011 
 
 
 

Fiji: Update 
 
 



 

CURRENCY EQUIVALENTS 
(as of 14 March 2011) 

 
Currency Unit 

 
– Fiji dollars (F$) 

F$1.00 = $0.5423 
$1.00 = F$1.8440 

 
 

ABBREVIATIONS 
 
 ADB – Asian Development Bank 
 GDP – gross domestic product 
 PRC – People’s Republic of China 
 
 

NOTE 
 

In this report, “$” refers to US dollars, unless otherwise stated. 
 
 
 
 
Vice-President C. Lawrence Greenwood, Jr., Operations 2 
Director General R. Wihtol, Pacific Department (PARD) 
Director A. Ruthenberg, Pacific Subregional Office (SPSO), PARD 
  
Team leader E. Veve, Senior Country Specialist, SPSO, PARD 
Team member L. Tora, Public Financial Management Officer, SPSO, PARD 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In preparing any country program or strategy, financing any project, or by making any 
designation of or reference to a particular territory or geographic area in this document, the 
Asian Development Bank does not intend to make any judgments as to the legal or other status 
of any territory or area. 



 

 

A. Background 
 
1. This paper sets out the changes in the political and economic situation in Fiji since the 
last update was circulated to the Asian Development Bank (ADB) Board of Directors on 24 
August 2009. 1  This update is provided in accordance with the April 2007 Fiji Islands: 
Reengagement Approach, which noted that the Pacific Department would periodically update 
the Board on the evolving situation in the country through information papers.2  
 
B. Political Developments 
 
2. There has been little change politically since the last update. It is now four years since 
the coup of 6 December 2006, which saw then-Prime Minister L. Qarase ousted and 
J.V. Bainimarama installed as interim Prime Minister. On 9 April 2009, the then-President 
abrogated the 1997 Constitution and appointed himself head of state. The President, through a 
presidential decree, reappointed J.V. Bainimarama as Prime Minister, giving him a 5-year 
mandate and requiring elections before September 2014. The Public Emergency Regulation 
has been regularly renewed, censorship and regulations on media ownership continue to be 
restrictive, and these act to control potential sources of opposition to the government.  
 
3. The government states its intent to hold elections in 2014. They refer to the June 2009 A 
Strategic Framework for Change3 and July 2009 “Roadmap”4 and the series of reforms entailed 
in them as being necessary before returning the country to democratic rule.5 Their stated intent 
is to rid the country of the race-based politics that had been a feature since independence, and 
to address what the government sees as a culture of corruption. The government also states its 
intent to put in place economic reforms prior to political reforms. A land bank was created to 
allocate land resources efficiently. The Water Authority of Fiji was corporatized, and electricity 
tariffs were restructured and substantially increased. In the area of social policy, the government 
eliminated status-based distribution of land rents and replaced them with equal shares to all 
adult landowners. A food voucher scheme was also implemented to provide a social safety net 
for the poorest families. The government enhanced access to education by reforming school 
fees and introducing a free school bus fare scheme. 

 
4. Despite the above and a strong publicly stated drive toward economic reforms, the 
results have been mixed at best. Major capacity and budget constraints are one reason for the 
lack of performance. Another reason is the general weakening of the civil service. The 
government does not attract enough talent for senior civil service positions—these positions are 
increasingly filled with personnel that do not have the expertise or sector background needed to 
design and implement sector or economic policies. This, in combination with frequent change 
and dismissal or resignation of civil servants, has been a major impediment to structural 
reforms. 
 

                                            
1  ADB. 2009. Fiji Islands: Update. Manila (IN.230-09). 
2  ADB. 2007. Fiji Islands: Reengagement Approach. Manila. 
3  National Council for Building a Better Fiji. 2009. Strategic Framework for Change. Suva, Fiji. 
4  Ministry of National Planning. 2009. Draft Roadmap for Democracy and Sustainable Socio-Economic Development 

2009-2014, A Better Fiji for All. Suva, Fiji. 
5  Prior to holding the election a new Constitution needs to be adopted. Government states this will be formulated in a 

participatory manner during 2012 and be put in place in 2013. Government has also stated an intent to review the 
electoral and voting system ahead of the election.  
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C. The Economy, Prospects, and Poverty 
 
5. In 2010, the Fiji economy grew by 0.1%—a slight improvement from the trend of 2006-
2009 during which growth averaged –1.2%. Growth in 2010 was driven by tourism, mineral 
water production, fisheries, and gold mining, which outweighed downturns in agriculture; 
transport, storage, communication; health; real estate; and social services. After a poor year in 
2009 caused by the effects of the January floods, visitor arrivals in 2010 reached an all-time 
high of over 600,000. The strong Australian economy and strategic marketing in the People’s 
Republic of China (PRC) and India were key factors. Despite the 20% devaluation in the Fiji 
dollar in April 2009, heavy discounting has continued in the tourism sector and gross earnings 
only kept pace with tourist arrivals. The Vatukoula gold mine reopened in April 2008 and while 
gold production in 2009 was only about half of historic levels, these levels are expected to be 
achieved again in 2011. Similarly, mineral water exports recovered from the downturn 
experienced during the global financial crisis, while fisheries benefited from favorable weather 
conditions. 
 
6. The sugar industry dominates the Fiji economy in terms of output and employment, yet it 
continued to decline in 2010. In 2000, the value of sugar production was equal to 20% of gross 
domestic product (GDP); by 2010, it fell to less than 8%. Also in 2010, cane production fell by 
19.2% from 2009 levels. After operating at a loss for many years, and with significant support 
from the government, the Fiji Sugar Corporation is reverting to a full government entity and its 
operations are funded through the national budget from 2010. The total guaranteed debt 
accumulated by the Fiji Sugar Corporation is over $90 million, equivalent to 3% of GDP. 
Mismanagement by the Fiji Sugar Corporation, land lease issues, poor maintenance, and 
outdated technology have contributed to the decline of the sugar industry. Yet 200,000 people 
(or about a quarter of Fiji’s population) depend on the sugar industry—this makes reviving it 
essential. 
 
7. Overall consumption picked up in 2010. Remittances grew 14% in January–May 2010 
compared with the same period in 2009. This, together with increased bank lending for 
consumption purposes, has boosted consumer spending. Exchange rate controls and lack of 
progress in structural reforms have kept the business climate weak. As a result, investment 
levels remain low. Imports of investment goods declined by 0.5% on an annual basis and 
similarly, new lending for investment purposes noted a decline of 1.1% in 2010. The Reserve 
Bank of Fiji acted to absorb excess liquidity by twice raising the statutory reserve deposit 
requirement for commercial banks during 2010, to 10%.  
 
8. In 2010, tight controls on operational expenditure kept the budget deficit to 3.6% of GDP, 
marginally above the original target of 3.5%. The inflation rate fell in 2010 as a result of a weak 
US dollar, lower world food and fuel prices, as well as domestic price controls. Government debt 
rose to the equivalent of 57.7% of GDP, in addition to contingent fiscal liabilities equivalent to 
17.6% of GDP. The merchandise trade deficit continued to narrow in 2010—pushed by stronger 
export earnings (from mineral water, fish, lumber, and gold) compared to growth in import 
payments. The foreign reserves stood at F$1,305 million as of 31 December 2010, equivalent to 
4.1 months of imports of goods and services.  
 
9. On 9 March 2011 Fiji priced a $250 million (F$459 million) 5 year international bond at 
9.0% via the Australia and New Zealand Banking Group Ltd. The final order book was 
oversubscribed with over US$683 million bids received. The stated intent for use of these funds 
is to make full payment on Fiji’s first international bond of US$150 million which matures in 
September 2011, with the remainder to finance priority capital investments in the 2011 Budget. 
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10. While ADB expects growth to reach around 0.5% in 2011 (well below the government’s 
estimate of 1.3%), significant downside risks include the narrow revenue base in light of 
changing commodity prices, coupled with natural disasters and the vulnerability through external 
shocks (such as a rapid rise in the import bill for fuel). In addition, tourism growth is not 
assured—the lengthy period of deep discounting may represent a shift in market segment; an 
expected increase in visitors from the PRC is yet to come about from the Air Pacific–Hong Kong, 
China link (which is proving unprofitable); and neighboring Pacific countries are improving their 
air transport links, stepping up marketing efforts, and providing greater competition for Fiji. 
 
11. The poor economic performance is reflected in growing levels of poverty, particularly in 
the rural areas of Fiji. The decline of the sugar industry has hurt the rural poor as it is their 
largest source of employment. Average rural household incomes have declined by 14%, and 
rural poverty increased from 40% in 2002–2003 to 43% in 2008–2009. The 2008–2009 
household income and expenditure survey reveals that 31% of Fiji’s population lives in poverty 
(increasing from 27% in 2002–2003—the last time the survey was undertaken); the poverty gap 
increased by 26% and is now equivalent to 3.1% of GDP. Other information supports the survey 
results, including growth in partial withdrawals from the national provident fund to help meet the 
costs of education, medical treatment and housing. 
 
D. Relationships with the International Community and Regional Organizations 
 
12. Fiji remains suspended from the Pacific Islands Forum and the Commonwealth. 
However, following its fourth meeting in February 2011, the Pacific Islands Forum Ministerial 
Contact Group, which is charged with monitoring developments in Fiji, is expected to visit Fiji 
ahead of the October 2011 Forum Leaders’ Meeting, after having received an invitation from the 
Government of Fiji. Because of its suspension from the Forum, Fiji is also excluded from the 
Pacific Agreement on Closer Economic Relations Plus negotiations on regional trade 
integration. However, there is increasing realization that regional trade talks would benefit from 
the inclusion of Fiji, given its dominant position in regional trade. In 2010, the Melanesian 
Spearhead Group did not allow Fiji to take its turn to host the Leaders meeting at which Fiji 
would have assumed the chair of the group. 6  In response, Fiji organized a well-attended 
alternative “Engaging with the Pacific” meeting.7 Fiji has since assumed the role of chair of the 
Melanesian Spearhead Group. 8  Developed countries of the Pacific region have generally 
maintained their policy positions, although during the course of 2010, a more conciliatory line 
has become apparent with some indications that a greater degree of dialogue would be 
welcome. 
 
13. Meanwhile, the government is pursuing new relationships as part of its “Look North” 
policy, including the PRC and other countries in Asia and the Middle East. The Export–Import 
Bank of China and the Export-Import Bank of Malaysia have extended a number of loans to Fiji 
for renewable energy, road rehabilitation, and low-cost housing. In June 2010, the cabinet 
agreed to start the process for Fiji to join the Non-Aligned Movement as part of the 

                                            
6  The Melanesian Spearhead Group membership consists of the governments of Fiji, Papua New Guinea, Solomon 

Islands, and Vanuatu; and the Kanak and Socialist National Liberation Front of New Caledonia. 
7  This meeting was attended by the President of Kiribati; the Prime Ministers of Papua New Guinea, Solomon 

Islands, and Tuvalu; ministers from Tonga and Vanuatu; and representatives of Federated States of Micronesia, 
Nauru, Republic of Marshall Islands, and Timor Leste. 

8  The responsibility for chairing the Melanesian Spearhead Group was conveyed to Fiji following a traditional 
reconciliation ceremony in Honiara, Solomon Islands on 15 December 2010. The 18th Melanesian Spearhead 
Group leaders summit was held on 31 March 2011 in Suva, Fiji.  
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government’s strategy to refocus Fiji’s relationships.9 Membership is expected to be formalized 
at the Non-Aligned Movement’s next conference in May 2011. Traditional bilateral partners, 
including Australia, the European Union, Japan, and New Zealand continue to provide aid 
programs to Fiji, albeit with retargeting to areas such as social security, health, education, and 
assistance for small businesses. Importantly, these partners continue to engage directly with the 
government, through line ministries and in key areas for aid coordination. 
 
14. The World Bank has not been active in Fiji since the coup in 2006, with the exception of 
technical assistance operations in social security. The International Monetary Fund continues to 
work with the government in the context of the Article IV consultations and annual missions 
have been fielded in this regard. ADB participates in Article IV discussions. Early in 2010, the 
government expressed interest in a standby arrangement from the International Monetary Fund 
to address a chronic balance of payments problem. After being close to reaching an agreement 
with the government on a series of reform measures and a macroeconomic framework, the 
government decided in late 2010 to defer the decision of having a standby arrangement. The 
decision came in light of an improving external account but also reflects policy differences within 
the government on the program of reform that was under discussion.  
 
15. ADB’s Fiji Islands: Reengagement Approach focuses on the completion of activities 
ongoing at the time of the December 2006 coup. Supplementary financing was provided for the 
Third Road Upgrading Project and the Suva–Nausori Water Supply and Sewerage Project.10 As 
an exception, the Emergency Flood Recovery Project was processed and approved in 2009. 11 
Implementation is proceeding satisfactorily with all three projects expected to be substantially 
completed by the end of 2012. The preparation of a new country partnership strategy or new 
operations will depend on five criteria set out in the 2007 Board paper Fiji Islands: 
Reengagement Approach being met. 12 Four of these criteria have been met as (i) there are no 
additional risks associated with the country’s financial obligations; (ii) the government is in 
effective control and there is a reasonable degree of stability; (iii) the government recognizes 
the country’s international obligations, including obligations to ADB; and (iv) all ADB members 
and neighboring countries deal with the de facto government as the government of the country 
while, in a number of cases, advocating strongly for a return to democratic government.  
 

                                            
9  The Non-Aligned Movement is an organization of states that consider themselves to be in a position of neutrality 

toward the major powers and associated power blocs. 
10 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Supplementary 

Loan to the Republic of the Fiji Islands for the Third Road Upgrading (Sector) Project. Manila (Loan 2514-FIJ); 
ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Supplementary 
Loan to the Republic of the Fiji Islands for the Suva–Nausori Water Supply and Sewerage Project. Manila 
(Loan 2603-FIJ).  

11 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
Republic of the Fiji Islands for the Emergency Flood Recovery (Sector) Project. Manila (Loan 2541-FIJ).  

12 The five criteria are (i) whether a new loan would expose ADB to additional legal or political risks associated with 
the country’s financial obligations, given the nature of the de facto government; (ii) whether the de facto 
government is in effective control of the country and enjoys a reasonable degree of stability and public acceptance; 
(iii) whether the de facto government generally recognizes the country’s existing international obligations, and in 
particular any obligations to ADB; (iv) the number of countries (particularly ADB member countries and neighboring 
countries) that have recognized the de facto government or dealt with it as the government of the country; and 
(v) the attitude of other international organizations toward the de facto government.  
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E. Conclusion 
 
16. Fiji is suffering from economic and political stagnation with consequent rising poverty, 
reduced capacity by the public sector to deliver services, and low private investment. The 
government is committed to reforms to address some of the underlying and longstanding 
structural issues, but the pace at which these are being implemented is constrained by limited 
fiscal space, a lack of capacity, and the absence of consistently applied reform principles. The 
medium-term macroeconomic outlook is bleak and foreshadows greater poverty challenges, 
unless the pace of global recovery picks up and much-needed structural reforms are 
implemented in a coherent and coordinated manner. 
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