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A. Introduction 
 

1. This paper sets out the political and economic changes in the Republic of Fiji since the 
last update was circulated to the Asian Development Bank (ADB) Board of Directors on 4 May 
2012. 1  This update is provided in accordance with ADB’s Fiji Islands: Reengagement 
Approach,2 which noted that the Board of Directors be kept up to date on the evolving country 
situation and that ADB would assess future reengagement with Fiji based on the following  five 
criteria: (i) whether a new loan would expose ADB to additional legal or political risks associated 
with the country’s financial obligations; (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; (iv) the number of 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.  
 
B. Political and Economic Developments 

2. A draft constitution for Fiji was officially released on 21 March 2013. The draft reflects 
the government’s revision of the December 2012 draft released by the Independent 
Constitutional Commission.  A Constituent Assembly that was to be established to discuss the 
draft constitution did not go ahead as planned, instead the draft was presented directly to the 
people of Fiji for their feedback. Consultations and briefing are now complete. The government's 
final version of its new constitution is expected to be adopted in late June.  The draft constitution 
provides for a 45-member unicameral parliament to be elected for a four-year term. The 
electoral system provides for ‘one person, one vote, one value’ based on proportional 
representation for all Fijians aged 18 years and older. The Bill of Rights includes many rights—
including non-discrimination—as well as new social and economic rights. The draft has been 
criticized for its lack of a proper definition of the role of the military in Fiji. 

3. The government has allocated F$11.4 million in the 2013 Budget for election 
preparations, including voter registration within Fiji and abroad. More than 505,000 Fijians 
resident in Fiji have already registered. The process of registering Fijians living overseas has 
begun.  In February 2013, the election website was launched.  The global community has been 
invited to participate in preparations for the 2014 general election with letters sent to the heads 
of all diplomatic missions in Fiji and multilateral agencies, laying out a timetable for election 
preparations and inviting them to take part. New Zealand has offered assistance with the 
preparation and conduct of the elections. In April, the Government of Papua New Guinea 
committed F$40.36 million towards supporting Fiji's election process. 

4. A new Political Parties (Registration Conduct, Funding and Disclosures) decree was 
introduced in January 2013. The decree gave political parties 28 days to meet stringent new 
rules for registration—including recruiting at least 5,000 registered members divided between 
the country's four geographic divisions, and paying a F$2,650 fee. Two existing parties filed 
registration applications under the new rules before the deadline expired. 14 parties either could 
not meet the requirements or chose to disband.  Two new parties have subsequently registered.  
Under the decree, the current Prime Minister is able to contest the election and has announced 
his intention to do so.   
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5. The government continues to launch reforms in economic policies intended to 
accelerate growth and improve the business climate—including introducing  tax incentives and 
investment friendly initiatives in the 2013 budget. An Investment Approval Tracking System is 
expected to be launched in 2013 to fast track foreign investment approvals. Most recently, 
measures have been taken to put the Fiji National Provident Fund (FNPF) onto a sound 
actuarial footing and improve its long-term sustainability. FNPF occupies a significant position 
within the financial sector of the country with some 55% of its assets in government bonds and 
another 10% in quasi-government bonds.  

 
C. The Economy, Prospects, and Poverty 
 

6. The Fiji economy is performing below potential. Sources of growth are generally limited 
to a few key sectors such as tourism, mining and remittances. Gold—Fiji’s primary mineral 
resource—and sugar production are key sources of export earnings. In 2012, tourism activities 
and sugar production fell in part due to flooding and cyclone damage, while production of gold 
declined by 8%.  Government has forecast GDP growth of 2.7% in 2013 driven by the 
government’s expansionary fiscal policy that will see capital expenditure increase to 32% of total 
expenditure and the budget deficit increase from 1.6% of GDP in 2012 to 2.8% in 2013.  ADB 
forecasts lower growth of 2.0% in 2013 due to weaknesses in important productive sectors such 
as sugar production and mining, and the slowing down of the Australian economy. The budget 
outturn is predicated on an anticipated year-on-year rise in revenue of 7% which the 
government expects to generate through greater tax compliance and collection. The Exim Bank 
of China will be a key external source of funding for the government’s capital program in the 
year ahead, which raises the issue of Fiji’s growing debt burden. Currently debt hovers around 
50.4% of GDP against the Government’s medium-term target rate of 45% of GDP.  More than 
three-quarters of the debt is domestic in the form of Government bond purchases by the FNPF.   
 
7. Slow economic growth and lack of income earning opportunities are reflected in 
worsening hardship and poverty levels. Data from 2008 (latest data available) show the poverty 

headcount in Fiji at 31% of the population,
3
 more than double Fiji’s Millennium Development 

Goal target of 14.7% poverty incidence by 2015.  Rural poverty is a key concern with 43% of 
people in rural areas living in poverty compared with just 18% in urban areas as of 2008. 
Average incomes in rural areas fell in real terms by around 13% between 2002 and 2008.   
 
D. Relationships with the International Community and Regional Organizations 

8. Fiji was welcomed back as an active member of the Pacific ACP Group in November 
2012 following the transfer of all Pacific ACP group matters from the Pacific Islands Forum 
Secretariat in Suva to the new Papua New Guinea-funded Pacific ACP secretariat in Port 
Moresby.  In December, Fiji was elected to Chair the Group of 77 (G77), and in May, chaired a 
high level panel meeting of the Group when it was convened in Fiji. In April, the Ministerial 
Contact Group (MCG) of the Pacific Islands Forum visited Fiji and noted the progress that Fiji 
had made in 2012 towards elections. The Group expressed concerns about departures from 
Fiji’s Roadmap process and emphasized the need for citizens and political parties to be able to 
nominate for elections, meet freely, campaign openly and to participate without hindrance in the 
political process and public debate. Although Fiji remains suspended from participation in the 
Forum, the Ministers reaffirmed the Forum Leader’s willingness to support Fiji’s return to 
democracy and to remain engaged with Fiji and continue constructive dialogue in the lead up to 
the elections.  Fiji’s suspension from the Commonwealth remains in place. The Commonwealth 
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Ministerial Action Group (CMAG) which met in April welcomed the progress Fiji is making 
towards elections in 2014. 

9. Traditional bilateral partners, including Australia, the European Union, Japan, and New 
Zealand, continue to provide assistance to Fiji focused largely on social welfare and human 
development. Traditional partners have also come forward in 2012 and early 2013 with 
humanitarian relief in cash and in-kind following Cyclone Evan in December.   
 
10. ADB’s assistance has been focusing on completing activities ongoing at the time of the 
December 2006 coup. Supplementary financing of $26.8 million was provided in 2009 for the 
Third Road Upgrading Project, while $23.0 million was provided for the Suva–Nausori Water 
Supply and Sewerage Project in the same year. As an exception, the Emergency Flood 
Recovery Project loan of $17.56 million was processed and approved in 2009.  ADB is providing 
ongoing technical assistance for state-owned enterprise (SOE) reform and provided two grants 
from the Asia Pacific Disaster Response Fund of $1 million each in February and April 2012 
following the floods. Fiji is an integral part of the region and, as such, receives regional technical 
assistance in areas such as climate change and public sector management.   In February, a 
country diagnostic study, jointly supported by the Economics and Research Department and 
Pacific Subregional Office, commenced in Fiji to identify critical constraints to growth of the 
economy. The study is expected to be completed by November 2013. 
 
E. Conclusions 
 
11. Structural weaknesses combined with political uncertainty have not been conducive to 
economic growth. They have deterred private investment, and contributed to a decline in social 
and economic infrastructure and worsening hardship and poverty. For many years, development 
opportunities have been missed with high economic and social costs to the people of Fiji. The 
government is now the largest investor in the economy and, in 2013, will provide the key 
stimulus to economic growth through its infrastructure projects. The domestic political situation 
remains largely unchanged, but the government is on track to have a new  constitution in place 
in June, and preparations are well underway for elections in September 2014. The process 
leading up to national elections scheduled in 2014 and the credibility of election results will be 
important determinants of Fiji’s future economic performance. If a new democratically elected 
government is installed in a process that is acceptable domestically and internationally, renewed 
business confidence and development partner reengagement should follow. This would help 
harness the country’s rich resource base and its natural position as a regional hub for the 
Pacific, shifting Fiji onto a higher growth path. 
 
12. The prospects of having an elected Government in place in late 2014 are realistic and so 
is re-engagement by ADB and other development partners. To be prepared for possible re-
engagement in future, ADB will mobilize, in 2013, TA and other resources to (i) examine factors 
to improve the enabling environment for private sector led growth; (ii) undertake background 
studies to foster sustainable infrastructure development and (iii) examine options to upgrade 
urban settlements and services. ADB will also examine possible approaches to improve Fiji’s: (i) 
disaster preparedness and climate resilience, (ii) gender equity, (iii) governance and capacity of 
public institutions, and (iv) regional cooperation. The collective objective of these activities is to 
develop a good understanding of the sector and thematic conditions in the country, to identify 
policy and capacity constraints and to allow the swift preparation of a country partnership 
strategy when the conditions allow. 


