
FIJI ISLANDS: UPDATE1

 
1. This paper sets out the changes in the political and economic situation in Fiji Islands 
since the last update was circulated to the Board on 28 April 2009. Both updates are in line with 
the April 2007 Approach to Reengagement with Fiji Islands, which noted that the Pacific 
Department would periodically update the Board on the evolving situation in the country through 
information papers.2   
 
A. Background 
 
2. Following a decision by the Court of Appeal on 9 April 2009—which overturned a High 
Court ruling on the constitutionality of the removal by the President of the democratically-elected 
Government of Prime Minister Laisenia Qarase and appointment of Commander V. F. 
Bainimarama as interim Prime Minister in December 2006—the then-President abrogated the 
1997 Constitution and appointed himself head of state. He assumed all governing powers and 
dismissed the country's judges. The President, through a presidential decree, reappointed 
Commander Bainimarama as Prime Minister, giving him a 5-year mandate and requiring 
elections sometime before September 2014. Other decrees, to keep the machinery of 
Government operating, were soon issued. All cabinet ministers were reappointed, a new 
judiciary was installed, and a new governor of the Reserve Bank (the former deputy governor)  
appointed. The President also declared a state of emergency, which has been extended to the 
end of 2009. 
 
3. On 16 June 2009, the Prime Minister presented to the nation A Strategic Framework for 
Change. This outlined in aspirational terms, the reforms the Government wishes to pursue. 
These are to be elaborated in a Roadmap for Democracy and Sustainable Socio-Economic 
Development: 2009–2014. The draft road map indicates that the new constitution and 
associated electoral arrangements will be in place by 2012. Work on the new constitution is 
scheduled to begin by September 2009 but there is a lack of certainty and clarity on this and on 
the time required to complete the work. Meanwhile, President Iloilo has retired due to old age 
with a successor to be appointed by the cabinet, since the former nominating body, the Great 
Council of Chiefs, ceased to exist with the abrogation of the 1997 Constitution.  
 
B. Reaction of the International Community 
 
4. The July 2009 Special Leaders' Retreat of the Melanesian Spearhead Group3 issued a 
communiqué calling for open and constructive dialogue with Fiji Islands. The meeting also 
recognized Fiji Islands' right to participate in ongoing negotiations on regional trade and 
economic cooperation agreements from which it had been excluded (para. 6).  
 
5. The Commonwealth Ministerial Action Group held an extraordinary meeting in London 
on 31 July to consider the situation in Fiji Islands. In its concluding statement, the group called 
on the Government to reactivate the President's Political Dialogue Forum process immediately. 
It stated that the process should be jointly facilitated by the Commonwealth and the United 
Nations, with credible elections to be held no later than October 2010. The group indicated that 
                                                 
1  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. 
2  ADB. 2007. Fiji Islands: Reengagement Approach. Manila. 
3  Comprising Fiji Islands, Papua New Guinea, Solomon Islands, Vanuatu, and a representative of the Front de 
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if a firm commitment to reactivate the President's Political Dialogue Forum was not received by 
1 September 2009, Fiji Islands would be suspended from the Commonwealth from that date. In 
response, the Prime Minister of Fiji Islands invited a delegation from the Commonwealth to visit 
Fiji Islands "to enter into direct dialogue and consultation" with the Government. The 
Commonwealth Ministerial Action Group also reaffirmed the importance of continued 
engagement by the Commonwealth with Fiji Islands. 
 
6. The leaders of Pacific Islands Forum member countries met on 5–6 August in Cairns, 
Australia. Fiji Islands did not participate as a result of a prior decision of the Forum.4 The 
communiqué from the meeting reaffirmed unanimous and resolute support for the January 2009 
Port Moresby decisions (footnote 4), reaffirmed the importance of continued support from the 
international community for the forum's position on Fiji Islands, expressed concern about the 
impacts of the deteriorating economic situation on the people of Fiji Islands, called for genuine 
political dialogue among political parties, and reiterated a commitment to engage with Fiji 
Islands on an early return to democracy.  
 
7. The International Monetary Fund (IMF) expects to hold Article IV consultations with the 
Government of Fiji Islands in November 2009. ADB will join this mission. The Fiji Islands' 
request for support under the IMF's Emergency and Natural Disaster Facility remains 
outstanding. This request, and the need for further external support, may be considered as part 
of the Article IV discussions. Meanwhile, the Government has secured a loan for $40 million 
from the EXIM Bank of Malaysia, with a provision for a further $60 million. The positions of the 
bilateral development partners and multilateral financial institutions remain unchanged from the 
April 2009 update, with the main bilateral partners continuing their programs, albeit with a 
somewhat different focus. 

8. There is near universal agreement among members of the international community that 
it would be unacceptable for the Fiji Islands' economy to collapse. There is also a consensus 
that, if required, action should be taken to prevent that collapse (and the consequent rise in 
poverty) rather than attempting to deal with the situation in a reactive way. Through regional 
technical assistance (RETA), ADB is engaging with the Government to monitor the impacts of 
the global economic crisis. Work on a Pacific Islands Economic Report for Fiji Islands is 
expected to start shortly. These and other RETA activities will enable ADB to be better placed to 
respond if this becomes necessary as part of coordinated action by development partners. 

C. Outlook for the Economy and Level of Poverty 
 
9. In April, the Reserve Bank of the Fiji Islands revised its growth forecast for 2009 
downward—it now projects GDP to contract by 0.3%. There are significant downside risks to 
this forecast and in its recent Pacific Economic Monitor.5 ADB is forecasting a contraction of 
1.0% in 2009, with a modest recovery to 0.5% growth in 2010. Tax collections (the principal 
form of government revenue) are below forecast and expenditure is being cut or deferred. 
External debt servicing will increase significantly as a result of the April 2009 devaluation. A cut 
in capital expenditure and reduced delivery of essential services are the most likely outcomes 
from reduced revenues and increased debt servicing.  
                                                 
4  A special retreat of the leaders of Pacific Islands Forum on the situation in the Fiji Islands in Port Moresby on 27 

January 2009 agreed on a set of targeted measures if an election date was not nominated by 1 May 2009. The 
measures included suspension of participation by the leader, ministers, and officials of the Fiji Interim Government 
at all forum meetings and the ineligibility of the Interim Government to benefit from forum regional cooperation 
initiatives, or from new financial and technical assistance.  

5  ADB. 2009.  Pacific Economic Monitor. Manila (Issue No. 2, August 2009). 
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10. Major monetary policy changes (including a 20% devaluation of the currency in April 
2009) have improved the foreign reserve situation slightly. However, given that the underlying 
causes of the imbalance in the external accounts have yet to be addressed, improvements are 
proving to be temporary and benefits from the devaluation are being slowly lost. Inflation is 
projected to reach 9.5% by the end of 2009 before peaking at 13.5% in mid-2010—inflation is 
driven principally by the recent devaluation, the recent rise in oil prices, and the June 2009 
increase in the minimum wage. As always, the poor are expected to be the most affected.  
 
11. Poverty continues to rise in the Fiji Islands. It has been increasing steadily since 1990 
across all households, across the two main ethnic groups, and in both urban and rural areas, 
although this increase has gained pace recently. The average incidence of basic needs poverty 
across all households was estimated at 34% in 2008, up from 29.7% in 2006 and 25% in 1990. 
For the population as a whole, poverty was estimated at 39% in 2008, up from 34.4% in 2006, 
and 25.5% in 1990. In rural areas, 43% of people are estimated to live in poverty, compared 
with 36% for the urban population. 
 
D. Conclusion 
 
12. As stated in the April 2009 update, the Fiji Islands and its people face a future of 
declining economic performance, and rising poverty and unemployment. The Article IV 
consultations in November 2009 will be the point at which the need for external support to 
prevent a more rapid economic decline and increase in poverty, and avert a balance of 
payments crisis, will be determined. Meanwhile, ADB, through the South Pacific Subregional 
Office and the Pacific Economic Management regional technical assistance, is monitoring the 
situation in close coordination with other stakeholders. ADB's operations in the Fiji Islands 
continue to be guided by the Approach to Reengagement with Fiji Islands (footnote 2).  

 




