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PROGRAM IMPACT ASSESSMENT 
 
I. Introduction 
 
1. This program impact assessment summarizes expected impacts of reforms supported 
under subprogram 2 of the Sustained Private Sector-Led Growth Reform Program on Fiji’s 
economy. It documents the formulation of the program and reviews existing empirical studies 
related to each of the program’s three reform areas to understand the potential impact of the 
reform actions. 
 
2. Fiji has had a stable government and policy direction for over a decade, and this has been 
reflected in uninterrupted economic growth since 2010. While Fiji has become a hub for 
neighboring south Pacific countries, its growth remains constrained by distance, dispersion, and 
its small population. Fiji is also vulnerable to disasters triggered by natural hazards, including 
cyclones and floods. The International Monetary Fund (IMF) has estimated such events may have 
the impact of holding back annual GDP growth in Fiji’s case by as much as 2 percentage points.1 
Historically, real growth in gross domestic product (GDP) has been low and volatile, averaging 
2.5% annually during 1980–2018. 

 
3. Fiji’s small size, remoteness, and susceptibility to disasters has led to a high-cost business 
environment that discourages private sector activity, particularly those outside the tourism and 
construction industries.2 From 2010 to 2017, total investment averaged 18.9% of GDP. Although 
public investment increased from 3.3% of GDP in 2010–2013 to 5.8% of GDP in 2014–2017, 
private and SOE investments declined from 13.9% of GDP to 11.4% of GDP over the same 
period.3 Fiji is looking to stimulate a sustained increase in private investment that will reduce 
reliance on public investment to drive economic growth. This will enable faster and more broad-
based growth, while ensuring the government has sufficient fiscal room to respond to shocks with 
fewer debt-financed public investments.  
 
II. Reform Areas under Subprogram 2 and Effects of the Program  

 
4. The program will continue to assist the Government of Fiji to rebalance the economy from 
a focus on public investment toward greater private investment and private sector participation by 
accelerating structural reforms over the medium term. The reform areas supported under the 
program are the improvement of (i) fiscal management, (ii) policy, legal and institutional 
framework for public enterprises and public-private partnerships (PPPs), and (iii) business and 
investment climate. The expected effect of the program is sustained private sector-led economic 
growth. The effect will be measured with: (i) improvements in the Public Expenditure and Financial 
Accountability (PEFA) ratings for Fiji; (ii) increase in the ease of doing business score in the World 
Bank Doing Business Report; and (iii) growth in financial institutions lending to private sector for 
commercial purposes, by 2021. 
  

                                                
1  IMF. 2018. The Economic Impact of Natural Disasters in Pacific Island Countries: Adaptation and Preparedness. IMF 

Working Paper 18/108. Washington, D.C. 
2  ADB. 2015. Country Diagnostic Study for Fiji: Building Inclusive Institutions for Sustained Growth. Manila; and World 

Bank. 2017. Republic of Fiji Systematic Country Diagnostic. Washington, DC. 
3  ADB estimates based on data from Reserve Bank of Fiji. 2019. December 2018 Quarterly Review. Suva. 

http://www.adb.org/Documents/RRPs/?id=48490-003-3
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III. Impact Analysis 
 
5. Impact of Reform Area 1: Improving fiscal management. The policy actions to improve 
fiscal management under subprogram 2 include: consultation by Ministry of Economy with 
government stakeholders on the review of the Financial Management Act 2004, implementation 
of the Fiji Public Financial Management Improvement Programme 2016–2019 (PFMIP), approval 
of the updated budget templates for use in the FY2020 budget, trial of the new planning framework 
by three ministries, implementation of the Debt Management Strategy for FY2019, and review of 
the current Financial Management Information System (FMIS) by Ministry of Economy. 
 
6. Under the PFMIP 2016–2019, progressive steps to extend coverage of fiscal reports are 
planned, which include development of a Fiscal Risks Reporting Framework in support of fiscal 
oversight of SOEs, statutory authorities, and sub-national governments. Some measures to 
reduce tax revenue arrears, such as the profiling of arrears and updating of company status, have 
been implemented. Under subprogram 2, for better budget transparency and accountability, an 
aging debtors report was prepared and a summary of revenue for FY2017–FY2018 was published 
in the FY2019 national budget supplement. 
 
7. Implementation of these policy actions is expected to improve the quality of budget 
systems and institutions, which will be captured by the PEFA assessment.4 Among others, the 
improvements in the following PEFA indicators are expected: (PI-9) oversight of aggregate fiscal 
risk from other public sector entities, (PI-12) multi-year perspective in fiscal planning, expenditure 
policy and budgeting, (PI-15) effectiveness in collection of tax payments, (PI-18) effectiveness of 
payroll controls, and (PI-22) timeliness and regularity of accounts reconciliation. 
 
8. There are a growing number of empirical studies on the relationship between public 
financial management (PFM) and fiscal outcomes, though there are not many studies directly 
using the PEFA ratings due to the relatively young history of the methodology. Prakash and 
Cabezon (2008) analyzed the link between the quality of PFM and fiscal outcomes in Sub-
Saharan African countries using data from the PFM assessments for the highly indebted poor 
countries (HIPC) conducted by the International Monetary Fund (IMF) and World Bank.5,6 They 
presented empirical evidence that there is a significant correlation between PFM quality and fiscal 
balances, after controlling for important macroeconomic effects. Especially, the overall fiscal 
balance, both including and excluding grants, is positively and significantly related to the PFM 
overall score in the HIPC assessments. 
 
9. Some of the 16 indicators in the HIPC assessments are closely related to the expected 
outcome of the action plans under subprogram 2, such as, quality of internal audit (indicator 9), 
quality of fiscal/banking data reconciliation (indicator 11), timeliness of internal budget reports 
(indicator 12), timeliness of final audited accounts (indicator 13). Measures within subprogram 2, 
therefore, have potential to positively impact on the overall fiscal balance in Fiji.  

                                                
4  PEFA, Public Expenditure and Financial Accountability, is a methodology for assessing public financial management 

performance. It identifies 94 characteristics (dimensions) across 31 key components of public financial management 
(indicators) in 7 broad areas of activity (pillars). See https://pefa.org. 

5  T. Prakash and E. Cabezon. 2008. Public Financial Management and Fiscal Outcomes in Sub-Saharan African 
Heavily-Indebted Poor Countries. IMF Working Paper. No. 08/217. Washington, DC: International Monetary Fund.  

6  The IMF and World Bank developed a detailed methodology to test PFM systems in countries qualifying for debt 
relief under the Highly Indebted Poor Countries (HIPC) initiative. HIPC assessments were carried out in 2001 and 
2004 in 23 countries. 

https://pefa.org/
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10. Similarly, Dabla-Norris et al. (2010) constructed multi-dimensional indices of the quality of 
budget institutions, using several sources of data including PEFA, and investigated whether the 
quality of budget institutions is associated with desirable fiscal outcomes. 7  Their analysis 
suggests that strong budget institutions help improve fiscal balances and public external debt 
outcomes. The results also support that the aforementioned reform actions on fiscal management 
are expected to improve the fiscal balance. 

 
11. Impact of Reform Area 2: Improving the policy, legal and institutional framework for 
public enterprises and PPPs. Providing most infrastructure services, Fiji’s state-owned-
enterprises (SOEs) have a substantial impact on the economy. SOEs contributed only 4% to GDP 
in 2014, despite controlling an estimated 12%–17% of total fixed assets in the economy.8 

 
12. When SOEs are able to operate with a clear commercial mandate and are held 
accountable for results, they are more likely to improve productivity and competitiveness. An 
analysis conducted by the Asian Development Bank (ADB) in 2016 found that SOE productivity 
is improving in countries undertaking the most substantive reforms in their sample (footnote 8). 
Among others, Tonga has implemented a broad-based SOE reform program since 2009, 
including the removal of ministers from SOE boards, adopting objective performance targets 
supported by improved transparency and accountability, robust CSO framework, contracting out 
noncore activities, and merging small non-profitable SOEs to achieve economies of scale. Most 
of these reforms have impacted all SOEs in the country and dramatic productivity improvements 
of infrastructure SOEs have been observed since 2009.  
 
13. In Fiji, progress in commercializing SOEs since 2006 has been mixed because efforts 
have lacked formal policy underpinnings. The government launched a program of SOE 
divestment, outsourcing, and PPPs, but progress was hindered by a lack of consistent and 
predictable policies and processes. In 2002–2014, the average profitability of SOEs in Fiji was 
lower than that in some of Pacific peers such as Tonga and PNG. (Table 1) 
 

Table 1: State-Owned Enterprise Portfolio Profitability Indicators 

 Average Return on Assets (%) Average Return on Equity (%) 

 

FY2002-
2009 

FY2010-
2014 

FY2002-
2014 

FY2002-
2009 

FY2010-
2014 

FY2002-
2014 

Fiji 0.5 1.5 0.9 1.0 3.3 1.9 

Marshall Islands (5.8) (3.7) (5.0) (13.0) (8.1) (11.1) 

PNG 3.9 1.3 2.9 6.7 2.4 5.0 

Samoa 0.1 (0.3) (0.0) 0.2 (0.6) (0.1) 

Solomon Islands (4.3) 6.7 (0.1) (13.0) 10.0 (3.2) 

Tonga 3.8 2.6 3.3 6.4 3.9 5.5 

() = negative, FY = fiscal year, PNG = Papua New Guinea. 
Notes: Return on assets is calculated as net profit after tax over total assets. Return on equity is 
calculated as net profit after tax over total equity. Asset utilization is calculated as total sales over total 
asset. 
Source: ADB. 2016. Finding Balance 2016: Benchmarking the performance of state-owned enterprises 
in island countries. Manila. 

 

                                                
7  S. Gollwitzer et al. 2010. Budget Institutions and Fiscal Performance in Low-Income Countries. IMF Working Paper. 

No. 10/80. Washington, DC: International Monetary Fund. 
8  ADB. 2016. Finding Balance: Benchmarking the Performance of State-Owned Enterprises in Island Countries. 

Manila. 
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14. Historically, the Fiji SOE portfolio’s financial performance has been below the 
government’s expectations. The portfolio’s average return on equity (ROE) for the period 2002–
2010 was –0.2%, while the return on assets (ROA) for the same period was 0.0%. Portfolio 
profitability has increased markedly since 2010, with an average ROE and ROA for the period 
2011–2017 of 8.5% and 3.6% respectively. The improvement was largely driven by tariff 
increases, reduced fuel costs, efficiency gains at Energy Fiji Limited, and by improved profitability 
at Fiji Airways and Fiji Airports Limited. Portfolio ROE and ROA rose to 13.7% and 5.8% 
respectively in 2017, the strongest performance on record. Energy Fiji Limited, Fiji Airways, Fiji 
Development Bank, and Fiji Airports Limited accounted for 75.9% of total portfolio assets of $2.0 
billion in 2017. Combined, they contributed 96.7% of total net profits in 2017, while Fiji Airways 
alone contributed 39.0%. 
 
15. To sustain the improved financial performance in recent years, with ADB support, policy 
actions on SOE reforms under subprogram 2 have been progressively implemented. Such actions 
include the tabling of the Public Enterprises Bill to Parliament, which establishes a clear 
framework to strengthen SOE governance, transparency and accountability. To monitor fiscal 
risks associated with SOEs, a new fiscal risk assessment framework was approved by the minister 
responsible for finance, and the Cabinet approved a new policy framework for government 
guarantees for SOEs. 
 
16. Improving the policy, legal, and institutional framework for SOEs in Fiji will strengthen 
governance, transparency and accountability, which is in turn expected to improve their 
performance and service delivery and help avoid unsustainable borrowing, reduce contingent 
liabilities, create more room for private investment, and improve reliability, efficiency, and 
affordability of public services. 
 

17. Impact of Reform Area 3: Improving the business and investment climate. With 
support from ADB, the Fiji government is deepening its efforts to improve the business law and 
regulatory regime. To boost investor confidence and reduce uncertainty around the resolution of 
international commercial disputes, the International Arbitration Act, which provides for arbitrations 
seated in Fiji and the enforcement of foreign arbitral awards in the country, has come into force 
under subprogram 2. The Cabinet has approved an Investment Policy Statement, and Fiji has 
continued to implement the WTO Trade Facilitation Agreement. To enable lenders to more easily, 
cheaply and, securely accept moveable assets as security for loans, the minister responsible for 
finance has made regulations under the Personal Properties Securities Act, which particularly 
benefits women-owned businesses who are less likely to have fixed assets.  
 
18. These actions are expected to facilitate greater access to credit, particularly for micro, 
small, and medium enterprises, encourage not only foreign but also domestic investment, and 
reduce the cost of doing business. The Doing Business report of the World Bank presents the 
ease of doing business score (prior to 2019 this was known as the “distance to frontier score” 
[DTF]) which captures the gap between an economy’s performance and a measure of best 
practice.9 As indicated in the Design and Monitoring Framework in Appendix 1, Fiji’s business 
environment reforms are expected to increase the ease of doing business score from 60.71 in 
2017 to at least 64 by 2021. An improvement of 4–5 points will bring Fiji close to the performance 
of Kyrgyz Republic (65.17), South Africa (65.2), and Bhutan (65.37) in 2017. 

                                                
9  The ease of doing business score is based on the entire sample of 41 indicators for 10 Doing Business topics. The 

10 topics are (i) starting a business, (ii) dealing with construction permits, (iii) getting electricity, (iv) registering 
property, (v) getting credit, (vi) protecting minority investors, (vii) paying taxes, (viii) trading across borders, (ix) 
enforcing contracts, and (x) resolving insolvency. 
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19. There is much literature on the link between improving business regulations and new firm 
creation. For instance, Klapper and Love (2011) found that the costs, days and procedures 
required to start a business are important predictors of the number of new firm registrations, using 
panel data from 91 countries.10 Kaplan, Piedra, and Seira (2011) estimated the effect on business 
start-ups of a program implemented in Mexico that significantly speeds up firm registration 
procedures, and the results suggest that new start-ups increased by about 5% per month in 
eligible industries.11 
 
20. Divanbeigi and Ramalho (2015) is one of recent studies which analyzed whether business 
regulatory changes, measured with the (then) DTF scores, are linked to economic outcomes.12 
Using panel data for 2003–2013 across more than 180 countries, they found that an improvement 
of 10 points in the DTF score is linked to an increase of around 0.5–0.6 new businesses per 1,000 
working-age adults. If we apply the cross-country average effect in this study to Fiji, an 
improvement of 4 points in the ease of doing business score, which is indicated in the DMF, is 
expected to create about 95–114 additional businesses (or equivalently, increase the ease of 
doing business score by 0.2–0.24 point) every year.13 Although data on new business entry in Fiji 
is not available in the Doing Business database, considering the new entry rates in other Pacific 
countries (Samoa: 1.04 in 2012, Timor-Leste: 4.63 in 2014, Tonga: 1.91 in 2012, and Vanuatu: 
2.34 in 2009), the expected increase of the entry rate in Fiji is significant.14 
  
21. In Fiji, 220,000 people, approximately 65% of economically active persons were employed 
in the informal sector in 2009, according to the estimate by the Pacific Financial Inclusion 
Programme. Considering the large size of the informal sector, there is a potential impact of the 
reform actions of the program which could induce the increase in registrations by previously 
existing informal firms. 
  
 

                                                
10  L. Klapper and I. Love. 2011. The Impact of Business Environment Reforms on New Firm Registration. Policy 

Research Working Paper 5493. Washington, DC: World Bank. 
11  D. Kaplan, E. Piedra and E. Seira. 2011. Entry Regulation and Business Startups: Evidence from Mexico. Journal of 

Development Economics. 95. pp.1501–1515. 
12  R. Divanbeigi and R. Ramalho. 2015. Business Regulations and Growth. Policy Research Working Paper. No. 7299. 

Washington DC: World Bank. 
13  The working age population (age 15-64) of Fiji in 2016 is estimated to be about 476,000. World Bank. World 

Development Indicators Databank. http://databank.worldbank.org/data/reports.aspx?source=world-development-
indicators (accessed October 2017). 

14  World Bank. Doing Business Entrepreneurship. http://www.doingbusiness.org/data/exploretopics/entrepreneurship 
(accessed October 2017). 

http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators
http://www.doingbusiness.org/data/exploretopics/entrepreneurship

