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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 April 2011.1 This update is provided in accordance with ADB’s Fiji Islands: Reengagement 
Approach,2 which noted that the Board of Directors be updated on the evolving country situation 
and that ADB would assess the appropriateness to reengage 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. Significant developments have 
taken place since the last update, particularly with respect to the political situation where the 
government is on track to have a new draft constitution to be prepared by the end of this year, 
and preparations are underway for free and fair elections in 2014. The attitude of many 
development partners to reengagement have softened as a result. Several Pacific countries in 
addition to some members of the Melanesian Spearhead group, have called for reengagement 
with Fiji. The Government of Australia has announced that it intends to double its bilateral 
assistance to Fiji in 2013/2014, focusing on human development.   
 
B. Political and Economic Developments 
 
2. Most notable has been the lifting of public emergency regulations in January 2012 which 
restricted meetings, and imposed strict controls on the media. The amended Public Order Act, 
released shortly after the removal of the public emergency regulations, does, however, include 
restrictions on public meetings. The Government continues to oversee media and controls the 
dissemination of information. Nevertheless, there are strong indications that the government is 
progressing toward restoring democracy. Budget allocations have been made to prepare for the 
2014 election through financing electoral boundary reform and an electronic voter registration 
system. The 2012 budget includes provisions to finance public consultations and the drafting of 
a new constitution. In March 2012, the government announced that constitutional consultation 
will commence in May 2012 with civic education, followed by public consultations by a 
constitutional commission. The commission, which will consist of members with high 
international standing, will collate public submissions and draft a constitution for submission to a 
constituent assembly.  
 
3. Outside of the political arena, a number of major reforms have been launched by the 
government in recent years. Wide ranging land reforms have curtailed the power of the chiefs to 
allocate lands. The new system provides equal shares to all adult land owners. A land bank was 
established to ease access to native lands for productive purposes. In 2011, the government 
adopted a labor law and civil service reforms were commenced through tighter controls on 
positions and salaries. To improve the business environment, corporate tax rates were reduced; 
more sectors opened for foreign investment; and steps were taken to rationalize business 
licenses. New microfinance initiatives were introduced, which have already brought financial 
services and financial literacy training to 35% of the estimated 150,000 people excluded from 
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financial markets. Reforms have been made to the Fiji National Provident Fund to improve its 
long-term sustainability. The government has invested in infrastructure to improve water and 
sanitation services. It has raised and restructured electricity tariffs to better reflect production 
costs. The reform of school fees and the introduction of a scheme removing fares for school 
buses have enhanced access to education. Overall, the government has demonstrated a 
relatively strong appetite for economic reform. However, implementation performance has been 
mixed. The reform process is hampered by budget constraints and especially skills gaps at all 
levels. Emigration of skilled Fijians is high. The military has assumed the leadership of many 
public organizations but lacks the experience necessary to design and guide reform. Frequent 
changes in senior civil servant positions have further impeded structural reforms.  
 
D. The Economy, Prospects, and Poverty 
 
4. In 2011, Fiji’s gross domestic product (GDP) grew by 2.1% driven primarily by tourism 
growth (total visitor arrivals reached an all-time high of almost 675,000). Real per capita 
incomes have, however, declined from F$5,100 in 2006 to F$4,800 on the back of low and 
negative growth over the period. The budget deficit in 2011 stayed on target and was estimated 
at 3.5% of GDP.  The government’s target overall investment level is 25% of GDP, but just 7.2% 
was achieved in 2011. Government capital investment rose in 2011 to 14% of total public 
spending, equal to 5.2% of GDP.  Public investment remains constrained by high debt levels 
(52% of GDP in 2011). Infrastructure spending has suffered from slow implementation reflecting 
limited project management capacity. Private investment has declined from an average of 
11.3% of GDP in 2000–2005 to about 2.0% in 2011, the lowest level since independence. As a 
consequence, much of the country’s economic and social infrastructure now needs urgent 
replacement and upgrading.  A substantial number of rural areas are not connected to the 
power grid and unreliable power services have led to costly generators being installed. Fiji’s 
road network is deteriorating rapidly as a result of heavy vehicle use. The business investment 
environment is weak and growth prospects limited as a result of continuing uncertainty in global 
markets as well as structural impediments. In the World Bank’s ‘Ease of Doing Business’, Fiji 
ranked 31st in 2007, falling to 54th in 2011, as business conditions – largely the risk of doing 
business in Fiji - deteriorated.  Added to this is Government investment in  29 low-yielding state-
owned enterprises (SOEs) which is a major impediment to both economic growth and poverty 
reduction.  
 
5. As to 2012, growth is expected to slow down due largely to the effects of the January 
and March floods in the Western Division of Fiji, where the tourism industry is centered. The 
floods have also badly impacted on the agricultural sector. Overall, crops suffered 50% damage. 
Given low private investment, the impact of the floods and the continuing weakness in global 
demand, ADB projects that the economy may grow by only 1.0% in 2012. One sector that does 
have the potential to substantially lift Fiji’s economy in the longer term is the mining sector. The 
Nawailevu bauxite and Namosi copper projects could potentially nearly double GDP if 
production forecasts are realized.  
 
6. A decade of poor economic performance is reflected in worsening poverty, particularly in 
rural and peri-urban areas. In the 1990’s, the poverty headcount was estimated at 25% of the 
population. By 2008-2009, it had increased to 35% of the population. Moreover, almost half of 
the population could be considered “poor” or “near poor” if those with incomes close to the 
poverty line are counted. There is a large regional disparity in poverty levels which are 
especially high in rural areas.  For example in large parts of Vanua Levu, the second largest 
island in Fiji, 90% of the population is living below the national basic needs poverty line. Fiji’s 
poverty strategy is aimed at achieving Millennium Development Goals (MDGs), but progress 
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has been unsatisfactory, and slow economic growth and employment generation are making 
progress difficult to sustain. Steady rural-urban migration has contributed to urban expansion 
with an estimated 12% of Fiji’s population now living in urban squatter settlements. Across Fiji, 
poverty reduction challenges include high dropout rates in basic education, low participation in 
post-secondary education, high youth unemployment, a large segment of the population lacking 
access to clean drinking water or modern sanitation, growing numbers of families residing in 
urban squatter settlements, and limited social safety net programs. 
 
E. Relationships with the International Community and Regional Organizations 
 
7. Fiji remains suspended from the Pacific Islands Forum and the Commonwealth. It 
continues to be active in the United Nations. Fiji is active as the chair of the Melanesian 
Spearhead Group, with a leader’s summit held in Suva in March 2012. A number of Pacific 
island countries have openly and repeatedly advocated for Fiji’s return to the Forum. The 
government has emphasized building diplomatic links. In May 2011, Fiji was accepted as a 
member of the Non-Aligned Movement and it continues to strengthen its relations with other 
countries especially in Asia. Besides significant earlier assistance, the 2012 budget announces 
major road projects to be financed by People’s Republic of China (F$46 million) and Malaysia 
(F$45 million). Traditional bilateral partners, including Australia, the European Union, Japan, 
and New Zealand, continue to provide aid to Fiji focused mostly on human development. Except 
for some technical assistance, the World Bank has not been active in Fiji since the coup in 2006. 
The International Monetary Fund (IMF) continues to provide economic advice in the context of 
annual Article IV consultations. ADB’s assistance has focused  on completing 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. As an 
exception, the Emergency Flood Recovery Project was processed and approved in 2009. Since 
the last Board update, ADB has approved technical assistance for state-owned enterprise (SOE) 
reform and provided two grants from the Asia Pacific Disaster Response Fund (APDRF) at $1 
million each in February and April 2012, after two successive floods caused devastating 
damage and hardship. Fiji continues to participate in ADB regional technical assistance in areas 
such as climate change, public sector management, and information and communication 
technology.  
 
F. Conclusions 
 
8. The economy of Fiji is trapped in a downward spiral of low economic growth, rising 
emigration, and stubbornly high poverty and insecurity. Private investment is at near-historic 
lows and government spending is constrained by a large public debt overhang. The government 
is committed to reforms.  However, reform implementation is delayed chiefly by the lack of 
financial resources available and capacity limitations. For many years, development 
opportunities have been missed, with high economic and social costs to the people of Fiji. The 
country’s private sector operates far below its potential because of constraints in the way factor 
markets operate, the extensive role played by inefficient state-owned enterprises, poor quality 
infrastructure services, over-regulation and gaps in the commercial legal framework. Much of 
the country’s infrastructure needs urgent replacement and upgrading. The weak medium-term 
macroeconomic outlook is indicative of greater poverty challenges, making coherent and 
coordinated structural reforms even more essential. Business confidence is unlikely to be 
restored in Fiji until progress is made toward political reform. To this end, the drafting of the new 
constitution in 2013 and the holding of national elections in 2014 will be crucial.  ADB will closely 
monitor and report on the evolving economic and political situation.  




