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The 2006 coup led by Commodore Frank Bainimarama promised 
several changes to the political and economic landscape of Fiji. More 
than three years on is a realistic time in which to assess the extent 
to which the promises have been delivered. On the political front, 
the Prime Minister promised a general election in 2014 under a new 
constitution. On the economic front, his government promised poli-
cies that would lead to good economic recovery within the next three 
years. Analysis of previous coups in Fiji and the economic recovery 
plans followed by governments provides little optimism that we will 
be seeing good economic recovery soon, especially given the impacts 
of the global economic crisis on the Pacific islands’ economies.

The interim government set up by the Fiji 
Military Forces received a great deal of 
opposition from within and outside Fiji, 
even though the 1997 Constitution was still 
intact. The subsequent High Court ruling 
resulted in the military authorities abolish-
ing the 1997 Constitution and forming a new 
government. By this time, the Fiji Labour 
Party, which was part of the initial interim 
government, had left the government. The 
new government, led by Commodore Frank 
Bainimarama, took a hard line against all 
opposition, including opinions on political 
and economic issues. The media was put 
under the same restraint.

The spike in food and fuel prices in 2008 
and the global economic crisis in 2009 put 
Fiji on the back foot and have made econom-
ic recovery more difficult. In addition, the 

hardline approach taken by the government 
in dealing with opposition forces and the 
media has not inspired confidence among 
investors and the public. It seems that what 
began with the best of intentions—changing 
the political and economic landscape of 
Fiji—will drag on longer than expected.

Assessment of the economic poli-
cies and achievements of the past 
three years: the macroeconomy

The 2007 and 2008 budgets were designed 
to achieve quick economic recovery after 
the coup but this strategy failed because the 
government misread the level of confidence 
in the economy. Instead of adopting an ex-
pansionary fiscal policy, the 2007 and 2008 
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budgets opted for lower deficits and this led 
to further contraction of the economy (Pras-
ad and Narayan 2008). In fact, the budgetary 
stance taken by the government in 2007 and 
2008 ran counter to the approaches taken 
worldwide by industrialised and develop-
ing economies. The approach was corrected 
somewhat by the Bainimarama budget in 
2009 but by then the global crisis was caus-
ing further strain on the economy.

GDP growth

Fiji’s GDP growth rate in the first decade of 
independence was volatile but on average 
better than what has been experienced 
since the 1987 coups. Fiji’s real GDP growth 
rates for the period 1971–2009 are shown in 
Figure 1. These real growth rates use 2005 
as the base year and with constant GDP 
price estimates now based on 2005 weights 
in place of 1995 weights. As a result of the 
re-weighting exercise, previously assigned 
weights for sectors and industries have 
changed (Table 1). The changes in weights 
have been brought about by 

more exhaustive coverage of •	
industries
implementation of the System of •	
National Accounts in 2008
an improved compilation •	
methodology
the availability of more suitable •	
indicators.
Agriculture, which had the highest 

ranking under the 1995 weights (15.65), 
now ranks fourth (10.56), while the trans-
port, storage and communication sector 
ranks first (14.98). The manufacturing sector 
comes second with a weight of 14.23 and 
the wholesale and retail, repair of motor 
vehicles, motorcycles and personal and 
household goods sector comes third with a 
weight of 12.67.

The government’s estimates show that 
in 2009 economic output declined by about 
2.5 per cent  Government of Fiji  2009). This 
is a significant decline and is contrary to the 
initial forecast by the government of posi-
tive growth of 1.9 per cent. The decline was 

Figure 1 Fiji’s real GDP growth rates, 1971–2009 (2005 base year)    

1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007

15

10

5

0

-5

-10

Pe
r c

en
t

Year

Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.
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due largely to the floods at the beginning of 
2009 and the domestic impacts of the global 
economic crisis. All sectors of the economy 
appear to have declined in 2009. The con-
traction was led by transport, storage and 
communication, wholesale and retail trade, 
agriculture and forestry, manufacturing, 
public administration and defence, educa-
tion, health and social work, and hotels and 
restaurants. Sectors that grew modestly 
included construction, mining and quarry-
ing, financial intermediation, fishing, real 
estate and business, electricity and water, 

and other community, social and personal 
services.

After the 2006 coup, the government 
stated that it would revive the primary sec-
tor, including agriculture, as a key sector 
for economic growth. The contribution of 
the primary sector to real GDP growth has 
been declining since 1987 (Figure 2). The 
decline was due largely to the withdrawal 
of resources from the agricultural sector. The 
then interim government focused on attract-
ing investment into the urban manufactur-
ing sector. In particular, it placed emphasis 

Table 1 Fiji’s GDP measured with 2005 and 1995 weights

Fijian standard industrial 
classification tabulation  
categories 2004

2005 1995
Value added 

(F$m)
Weight Absolute change 

in weights
Value added 

(F$m)
Weight

GDP 4,327.3 100 2,373.0 100
Agriculture 457.0 10.56 –5.09 371.3 15.65
Forestry 46.6 1.08 –0.56 38.8 1.64
Fishing 105.0 2.43 –0.34 65.8 2.77
Mining and quarrying 16.6 0.38 –1.21 37.7 1.59
Manufacturing 615.7 14.23 0.3 330.6 13.93
Electricity and water 59.1 1.37 –1.85 76.4 3.22
Construction 137.8 3.18 –2.39 132.1 5.57
Wholesale and retail; repair of 
motor vehicles, motorcycles 
and personal and household 
goods

548.1 12.67 2.18 248.9 10.49

Hotels and restaurants 184.3 4.26 –0.48 112.5 4.74
Transport, storage and 
communication

648.4 14.98 2.61 293.6 12.37

Financial intermediation 341.6 7.89 –0.31 194.6 8.2
Real estate and business 
services

401.5 9.28 1.32 188.8 7.96

Public administration and 
defence

240.7 5.56 –0.57 433.6 18.27

Education 222.9 5.15
Health and social work 91.6 2.12
Other community, social and 
personal service activities

210.8 4.87

Source: Fiji Islands Bureau of Statistics, 2009. Press release no 54, Fiji Islands Bureau of Statistics, Suva.
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on the garment industry by giving a 13-year 
tax holiday for new investments. The contri-
butions of the secondary and tertiary sectors 
have also been sluggish for the past three 
years largely because of the lack of foreign 
investment in these sectors.

The picture for the next two years 
does not look optimistic. Moreover, Fiji is 
expected to do poorly in comparison with 
other Pacific island states (Table 2). The 
growth forecasts for Fiji for 2010 and 2011 
are lower than for almost all other Pacific 
island countries.

Investment

Investment is the key to Fiji’s economic 
recovery. Indeed, one of the main concerns 
about the Fijian economy since the 1980s 
has been the low level of investment. 
In their development plans, the various 
governments have set an investment target 
of 25 per cent of GDP. None of them has 
come anywhere close to this target. A review 
of investment before the coups of 1987 
shows that it was relatively high during that 

time, ranging from 15 per cent to more than 
25 per cent of GDP (Figure 3).

There is no doubt that investment levels 
have been directly affected by the political 
uncertainty and inconsistency of policies 
of subsequent governments. Fiji has put in 
place various financial and tax incentives 
to promote domestic and foreign invest-
ment. There were some successes in the 
1990s when garment manufacturers took 
advantage of the 13-year tax holiday to set 
up factories. Generally, however, financial 
incentives have failed to attract the high 
levels of foreign investment anticipated. The 
present government continues to provide 
tax and financial incentives. For example, 
recently the government removed remit-
tance taxes charged to investors in a move 
to attract more foreign investment.

In recent years, the Fiji Trade and 
Investment Bureau (FITIB) has mounted 
campaigns to attract the interest of for-
eign investors. Foreign investment picked 
up in 2007 but declined in 2008 and 2009 
due mainly to the December 2006 coup 

Figure 2 Sectoral contribution to real GDP growth
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(Figure 4). Foreign investment is high when 
measured as a percentage of GDP because 
the foreign investment figures include di-
rect investment, portfolio investment and 
other investments (such as trade credits and 
loans). If these are excluded, then it is about 
6–7 per cent.

The implementation rate of investment 
projects has also been low (Fiji Live, 22 Feb-

ruary 2010). For example, in 2009, the FITIB 
registered only 80 major projects being imple-
mented. In comparison, in 2006, 250 projects 
worth F$252.8 million were implemented, 
creating 4,744 new jobs. In 2007, 121 projects 
worth F$114 million were implemented, cre-
ating 1,236 jobs. In 2008, there was some im-
provement, with 160 projects worth F$623.8 
million implemented, creating 2,262 jobs.

Table 2 Real GDP growth rates for selected Pacific island countries and Timor-Leste 
(per cent)

2009e 2010f 2011f

Fiji –2.5 1.8 2.5
Papua New Guinea 5.0 6.5 6.0
Samoa –4.3 3.0 5.7
Solomon Islands 0.6 3.4 4.1
Timor-Leste 7.7 7.8 8.0
Tonga 1.5 1.9 2.5
Vanuatu 4.0 4.5 4.5

e estimated    f forecast 
Source: ANZ Bank Group, 2010. Pacific Quarterly: February, 2010, Economics and Market Research, ANZ Bank 
Group, Sydney:9.

Figure 3 Investment as a percentage of GDP, 1977–2007
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Source: Government of Fiji, 2010. Fiji national assessment report: 5-year review of progress made in addressing 
vulnerabilities of small island developing states through implementation of the Mauritius strategy for further im-
plementation (MSI) of the Barbados Programme of Action (BPOA), Unpublished report, Government of Fiji, Suva.
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Inflation, exchange rates and foreign 
reserves

Inflation was relatively low in 2005 and 
2006, but it increased in 2007 and 2008 due 
to the sharp increases in fuel and food prices 
(largely rice and wheat) (see Figure 5). In 
the second quarter of 2009, the inflation rate 
was down to 2.3 per cent; but by the third 
quarter it had risen to 6.3 per cent—most 
likely largely as a result of the 15 April 2009 
devaluation of the Fijian dollar by 20 per 
cent. Fiji is likely to end up with a higher 
level of inflation in 2010 as a result of the 
devaluation.

As illustrated in Figures 6 and 7, the 
nominal exchange rate index and the real 
effective exchange rate index have been 
relatively stable since 1998.

The 2009 ‘one-off’ devaluation of the 
Fijian dollar led to substantial depreciations 
against Fiji’s major trading partners—as fol-
lows: Australian dollar (–29.9 per cent), New 
Zealand dollar (–24 per cent) and Japanese 
yen (–18.1 per cent).

Fiscal policy responses

While the government has put out an 
optimistic macroeconomic target for the 
medium term, its policy interventions 
and the uncertain economic and political 
environments suggest that the targets are 
unlikely to be achieved. The medium-term 
macroeconomic objectives are provided 
(Table 3).

The fiscal objectives set by the govern-
ment—to gradually reduce the levels of 
deficits and debt—make sense, particularly 
given that the public debt levels are so high. 
When we analyse the medium-term fiscal 
framework, however, we find that over the 
next three years it will be very difficult for 
the government to achieve its stated targets 
(Table 4).

The government’s strategy to increase 
the deficit to 3.5 per cent of GDP in 2010 
is reasonable. Increasing the deficit would 
help cushion the impact of the global crisis 
and the general decline in the economy. The 
fiscal stimulus would allow the government 
to inject necessary expenditure into key eco-

Figure 4 Debt level and foreign investment as a percentage of GDP
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Source: Government of Fiji, 2010. Fiji national assessment report: 5-year review of progress made in addressing 
vulnerabilities of small island developing states through implementation of the Mauritius strategy for further 
implementation (MSI) of the Barbados Programme of Action (BPOA), Unpublished report, Government of Fiji, Suva.
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Figure 5 Inflation rate for Fiji, 1971–2009 (per cent)
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Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.

Table 3 Macroeconomic targets for Fiji

Macroeconomic indicator Target

Economic growth Increase to 5 per cent over the medium term

Inflation To be reduced to 3 per cent over five years

Foreign exchange reserves Five months of import cover

Government deficit Gradually reduce budget deficits to below 3.5 per cent

Government debt Reduce debt to a sustainable level of 40 per cent over the medium term

Investment Raise investment level to above 25 per cent of GDP

Employment Increase annual employment growth rate by 3 per cent

Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:33.

Table 4 Medium-term fiscal framework (F$ million)

2010 (b) 2011 (t) 2012 (t)
Revenue 1,486.5 1,673.6 1,854.3
Share of GDP (%) 23.6 25.0 26.0
Expenditure 1,706.6 1,841.0 1,996.9
Share of GDP (%) 27.1 27.5 28.0
Net deficit –220.1 –167.4 –142.6
Share of GDP (%) –3.5 –2.5 –2.0
GDP at market prices 6,288.1 6,694.4 7,131.8

b = Budget t = Targets 
Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:34. 
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While the level of domestic borrowing 
fell in 2007 under the fiscal policy adopted 
at the time, it increased in 2008 and is es-
timated to have increased further in 2009. 
The majority of domestic government debt 
or government securities is held by the Fiji 
National Provident Fund (FNPF). The FNPF 
holds 80 per cent of long-term government 
bonds and 48 per cent of short-term treas-
ury bills.

Fiji’s exposure to external debt has not 
been a major concern but the trend is not en-
couraging. External debt as a percentage of 
GDP increased in 2008 and 2009 (Table 7).

The global bonds issued in 2006 account 
for about 56 per cent of total external debt. 
These bonds carry an annual fixed rate of 
interest of 6.875 per cent. They will mature 
in 2011 and will require a bullet payment of 
more than US$150 million, which amounts 
to roughly F$300 million. This repayment is 
likely to put a serious strain on the govern-
ment’s ability to service debt and run an 
appropriate expenditure policy. It will also 
put Fiji in a difficult position internationally. 
The International Monetary Fund (IMF) 
Article IV Consultation has already advised 
the Fijian government to reduce its debt 
levels and finance its capital expenditure 
through operational savings. Assuming that 
the IMF does not come to Fiji’s rescue, there 
is always a possibility of Fiji defaulting. This 
could create further instability among do-
mestic purchasers of government bonds and 
treasury bills. The only possibility for the 
government to meet its commitment to the 
bullet bond payment would be to borrow 
from the FNPF. This borrowing could put 
further strain on the FNPF, also sparking 
domestic debt and liquidity issues.

Meeting the bullet bond payment could 
mean that the government will have to cut 
public expenditure and this is likely to come 
mainly from cutting capital expenditure. 
The government would be hard pressed 

nomic sectors. The government’s projections 
for 2011 and 2012, however, appear unre-
alistic. It is unlikely that the government 
will be able to contain its expenditure and 
deficit levels as projected. This is because 
it has to meet a substantial debt-servicing 
burden and low levels of economic growth 
will affect its revenue generation. Moreo-
ver, the revenue forecasts for 2011 and 2012 
are overly optimistic. The revenue and 
taxation policies adopted are sound and are 
based on: 1) maintaining the value-added 
tax (VAT) system; 2) minimising the level 
of price distortions; 3) ensuring a simple, 
transparent and equitable tax system; 4) 
simplifying and streamlining bureaucratic 
tax administrative processes; 5) tightening 
compliance within the tax system; 6) im-
proving the collection of tax arrears; and 7) 
promoting the user-pays principle (Govern-
ment of Fiji 2009a). Any major increase in 
revenue can, however, come only through 
increased levels of economic growth. Cy-
clone Thomas adversely affected short-term 
economic growth prospects in March 2010, 
and will put further strain on the budget 
in 2010. The damage caused by Cyclone 
Thomas was estimated to be worth nearly 
F$66 million (Fiji Times, 2010). 

Closely linked to the revenue and deficit 
policies is debt policy. The public debt levels 
as a percentage of GDP show a worrying 
trend (see Table 5 for the debt levels between 
2006 and 2009). As a percentage of GDP, total 
government debt declined by 3.4 per cent in 
2007; however, it increased in 2008 and 2009, 
by 0.8 and 1.2, respectively.

Debt figures show that from 2011 the 
situation will be very tight and this could 
have implications for future macroeconomic 
stability. Domestic debt accounts for the 
bulk of total public debt. Domestic borrow-
ing is through the issuance of long-term 
bonds and short-term treasury bills. The 
level of domestic debt between 2006 and 
2009 is shown (Table 6).
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Table 5 Fiji: total government debt, 2006–09

2006 (r) 2007 (r) 2008 (r) 2009 (e)
Domestic debt 2,446.4 2,337.8 2,411.0 2,533.7
External debt 416.6 397.0 476.0 564.4
Total debt 2,863.1 2,734.8 2,887.0 3,098.1
Change (%) 18.2 –4.4 5.6 7.1
Debt as percentage of 
GDP 

53.3 49.9 50.7 51.9

r = Revised      e = Estimate 
Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:70.

Figure 6 Nominal effective exchange rate index, 1980–2008
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Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.

Figure 7 Real effective exchange rate index, 1980–2008
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Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.
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Devaluation of the Fijian dollar has 
been used in the past and especially during 
political instability caused by coups. After 
the 1987 coups, we had two rounds of de-
valuation: the first round of 17.75 per cent 
devaluation in June 1987 was followed by a 
15.25 per cent devaluation in October 1987. 
These devaluations were designed mainly 
to shore up confidence in the economy. 
The devaluation of 20 per cent in 1998 was 
probably unnecessary but the government 
response was largely to boost income from 
sugar, which had been affected badly by the 
1997 drought. The devaluation last year was 
again to address a serious decline in the for-
eign reserves. As pointed out by Mahadevan 
(2009), devaluation of the Fijian dollar has 
not led to substantial benefits to the Fijian 
economy. It might have bought the govern-
ment some time to achieve further reforms 
in the economy, but devaluation in a crisis 
situation—such as the one Fiji is facing—is 
unlikely to lead to the expected response. 
For example, it was assumed that exports 
would rebound quickly, but so far they 
have not done so. It was also expected that 
agricultural production would increase but 
it did not. The response has been weak and 
is unlikely to change unless there is political 
certainty and tangible evidence of reforms, 
such as those relating to land. The positive 
result from devaluation was the increase in 
the number of tourists arriving from Aus-
tralia and New Zealand. One could also 
argue, however, that tourists from Australia 
and New Zealand would have increased 
regardless of devaluation because of the 
global crisis and the decision to take cheaper 
holidays to closer destinations.

One notable change that the RBF un-
dertook was to change the statutory reserve 
deposit (SRD) from 5 per cent to 7 per cent 
effective from 7 December 2009. The RBF 
said that this was necessary to address a 
significant build-up in system liquidity in 
2009. This was a departure, which can be 

to cut operational expenditure and might 
even have to consider reducing further the 
numbers in the civil service.

On the external front, the bond repay-
ment will reduce foreign reserves. This 
could create a foreign reserves crisis, nul-
lifying the gains made through the 20 per 
cent devaluation. This would be followed 
by a money supply contraction, a rise in do-
mestic interest rates and, in effect, reduced 
domestic lending. A further devaluation of 
the dollar cannot be ruled out if the economy 
does not make a turn-around very quickly.

The total debt-servicing requirements of 
the government between 2006 and 2011 are 
shown (Table 8).

Total debt service is expected to rise 
significantly in 2011 because of the borrow-
ing the government will have to undertake 
to ensure that it is able to meet the global 
bond payment of F$300 million and a fur-
ther $200 million debt repayment due. This 
would have serious implications for the 
government’s ability to contain the deficit 
and make appropriate budgetary provisions 
for the much needed infrastructure develop-
ment, which has lagged in the past 20 years. 
Prasad and Narayan (2008) estimated that 
between 1987 and 2007 there was a total 
expenditure shortfall in the development of 
infrastructure of about F$3.4 billion.

Monetary policy

Since the 2006 coup, the Reserve Bank of 
Fiji (RBF) has run a tight monetary policy. 
This was partly in response to the impact of 
the global economic crisis, which continues 
to have a serious impact on exports, 
remittances and tourism. The decline in 
these key areas has put pressure on foreign 
reserves. The economic survey report on 
Fiji for 2009 suggested that the government 
would have to conserve foreign reserves to 
ensure the repayment of the global bond 
issue did not affect its foreign reserves 
position (Mahadevan 2009).
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Table 6 Government domestic debt level, 2006–09 (F$ million)

2006 (r) 2007 (r) 2008 (r) 2009 (e)
Domestic debt 2,446.4 2,337.8 2,411.0 2,533.7
Bonds 2,300.7 2,196.2 2,346.3 2,468.7
Treasury bills 145.7 141.6 64.7 65.0
Domestic debt to GDP (%) 45.5 42.6 42.3 42.5

r = Revised       e = Estimate 
Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:71.

Table 7 External government debt, 2006–09 (F$ million)

2006 2007 2008 (a) 2009 (b)
External debt 416.7 397.0 476.0 564.4
Bilateral 40.6 37.4 53.6 71.8
Multilateral 126.3 126.9 157.8 193.3
Global bonds 249.6 232.7 264.6 299.3
Debt servicing 20.1 39.3 33.3 38.4
External debt as a 
percentage of GDP 

7.8 7.2 8.4 9.5

a= Actual       b = Budget  
Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:73–4.

Table 8 Government debt servicing, 2007–11 (F$ million)

2007 2008 2009e 2010p 2011p

FDL: principal payment 204.9 191.2 255.3 199.3 213.4
FDL: interest 148.0 147.3 156.7 169.0 156.6
T-bill interest 10.8 0.6 3.0 3.0 3.0
Total domestic debt service 363.7 339.2 415.0 397.4 422.6
Principal payment 17.1 62.5 74.4 199.3 213.4
Interest 5.5 5.7 22.2 198.1 209.2
Total external debt service 39.3 83.3 101.7 104.8 390.6
Total debt service 403.0 422.5 516.7 502.2 813.2

e estimated      p projected 
Source: Government of Fiji, 2009a. Economic and Fiscal Update: supplement to the 2010 Budget address, Ministry of 
Finance, Suva:77.
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the sugar industry is important and that it 
will ensure that it survives. The government 
is, however, fighting against a long-term 
decline in the importance of sugar exports 
(Figure 8).

There was a sharp decline of about 30 
per cent in sugarcane output in 2007 and 
about a 40 per cent decline in 2008 and 2009 
compared with 2006 (Table 9). The output 
decline has occurred across the four mill 
areas. Further, the outlook for 2010 is not 
promising, given the devastation of cane 
farms caused by Cyclone Thomas. There-
fore, the sugar output forecast of 257,000 
tonnes is unlikely to be met and hence 
lower-than-projected export revenues for 
2010 are likely.

The Fiji Sugar Corporation (FSC) has 
been a strategic failure over the past 20 
years (Narayan and Prasad 2005.) Moreover, 
governments in the past two decades have 
incorrectly portrayed its profitability. The 
FSC began its decline after the 1987 coup 
when the then interim government went 
down a path of positive discrimination to 
promote indigenous Fijian appointments to 
key positions in government and statutory 

considered a regressive step. It suggests that 
the RBF has moved back to the old ways of 
changing the balance sheet of commercial 
banks to absorb liquidity. Over the years, 
Fiji has undertaken open-market operations 
to address excess liquidity. These actions 
of the RBF suggest that the outlook for the 
future is pessimistic on its part and interest 
rates might not reflect the real situation on 
the ground. On a positive note, the RBF has 
removed bank-by-bank credit ceilings and 
also removed ceilings on banks’ lending 
rates from January 2010. The IMF’s refer-
ence and encouragement to move towards 
a flexible exchange rate does not, however, 
make sense (IMF 2010). The RBF’s stance 
of anchoring the exchange rate to protect 
foreign reserves is the right approach given 
the recent volatility of foreign reserves.

Sectoral growth prospects

Sugar industry

After the military coup in 2006, the interim 
government gave a firm commitment to 
reviving the sugar industry. It maintains that 

Figure 8 Sugar exports (percentage of GDP)
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organisations. Crippled by the large exodus 
of skilled people through emigration, the 
FSC has continued to bleed through inef-
ficiency and mismanagement.

Today, it is in a state in which it can op-
erate only with the benefit of government 
guarantees of loans and injections of gov-
ernment funds. The Fiji Times (‘FSC needs 
more money’, 23 March 2010) reported: ‘The 
Fiji Sugar Corporation needs more money 
in order to pay off the $50 million it loaned 
on short term borrowings from various sec-
tors locally.’ The government has responded 
and provided a guarantee of F$120 million 
to the FSC so that it can borrow further to 
meet its short-term capital requirements 
until 2014. The government continues to 
guarantee loans for a sick organisation that 
has not dared to reform its management 
structure, its internal operations or its hu-
man resources. Unless such reforms are 
undertaken, the FSC will continue to be a 
drain on government resources and a drag 
on the sugar industry.

It is projected that the sugar industry 
could lose F$100 million this year simply 
because of the FSC’s failure to convert 
cane to sugar in an efficient manner (Fiji 
Labour Party, 29 January 2010). In 2009, 2.3 
million tonnes of cane was supplied to the 
FSC and from this 165,000 tonnes of sugar 
was extracted. The efficiency of conversion 
is measured by the tonnes of cane used 
to produce a tonne of sugar (TCTS). The 
average TCTS was 13.6:1. Before 1990, the 
FSC was able to achieve, on average, a TCTS 
between 8:1 and 9:1. Since 1990, however, 
the TCTS ratio has been increasing. If we 
take an average TCTS of 8.5:1 as the efficient 
level, the loss from the 2009 season would 
amount to approximately F$100 million. 
This means losses to both the growers and 
the miller.

Four policy actions could fix the sugar 
industry. First, the government should have a 
serious look at the operations of the FSC and 

undertake major reforms of its management 
and operations so that efficiency gains 
are realised immediately. Second, the 
government must develop a comprehensive 
reform of the land lease system for the 
agricultural sector, including sugarcane 
farming. The current government attempted 
to do this through the establishment of the 
Committee on Better Utilisation of Land 
(CBUL). It decided to provide a subsidy to 
increase land rentals to landowners from 6 
per cent to 10 per cent of the unimproved 
capital value (UCV) of the land. This action 
seems to have paid some dividends in terms 
of increasing lease renewals. Of the 5,464 
expired leases, 4,139 have been renewed. 
This scheme is, however, in place for only 
five years and after 2015 farmers will have 
to pay the full rental to the landowners 
(Government of Fiji 2008). Hence it is still 
a short-term solution. The government 
should seriously consider the concept of a 
master lease and see how it might be used 
to develop a national policy on the leasing of 
land (Prasad 2006). The current government 
is in a position to make a long-term and 
strategic difference to land leasing.

Third, the government should develop 
a comprehensive program for rehabilitating 
farmers who left farming as a result of the 
expiration of leases and support new farm-
ers, including landowners, to take up sugar 
farming. Fourth, the government must not 
destroy the stakeholder organisations, in-
cluding the unions. Recognition should be 
given to the government for attempting to 
make some important changes in the struc-
ture of the sugar industry in 2009, some of 
which are very positive. The abolition of 
the Sugar Commission and Sugar Market-
ing has been a good move, given the extra 
costs it was imposing on the industry. The 
setting up of a task force to address vari-
ous issues confronting the industry is also 
a positive move.
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Non-sugar crop sectors

One of the positive actions that this gov-
ernment has attempted is to boost agricul-
tural output. Its objectives for agricultural 
development—‘to achieve quick economic 
recovery, food and income security, poverty 
alleviation, [and] sustainable management 
of natural resources’—are noble ones (Gov-
ernment of Fiji, 2010, 86). The output of key 
crops, however—except dalo—declined in 
2008 (Table 10). The projections for 2009 
and 2010 are higher, and likely to be the 
case given the policies the government 
put in place in its 2009 and 2010 budgets. 
These policies included improving rural 
infrastructure, providing more extension 
support and providing financial support 
for the development of new crops.

In the future, however, government 
policy will have to concentrate on improv-
ing agricultural infrastructure, agricultural 
extension and the supply chains for exports. 
It would be a mistake if agricultural policy 
becomes too inward looking and import 
substitution strategies are given priority. 
The sustainability of non-sugar agriculture 
will depend on exports in the future.

Tourism

The tourism sector has been the leading 
industry for the past 20 years. While vulner-

The decision to rescue the fertiliser 
company SPFL was another positive move 
by the government. Through the subsidy 
of F$19.6 million to SPFL, the government 
subsidised the cost of fertiliser to farmers 
in 2009 and 2010. The subsidy might have 
renewed the interest of farmers in sugarcane 
farming as many of them were leaving the 
industry. In the long-term, however, it might 
make the job of making farm production 
more efficient even more difficult. The hope 
is that the fertiliser subsidy will buy time 
for other policies that are aimed at raising 
productivity, to work, and that these types of 
subsidies will not be needed. It is expected 
that from 2011 growers will have to pay the 
full retail price for fertiliser.

Whatever the government says about 
the role of the unions, they have been a ma-
jor force for cohesion in the industry, at least 
among farmers. The network provided by 
the unions supports extension and coopera-
tion in the industry. Attempts to dismantle 
the unions at this time could spell disaster 
for the industry. At a time when the gov-
ernment is trying to boost people’s interest 
in farming, it is does not make sense to 
remove the infrastructure assisting farmers 
to organise themselves. It is a shortsighted 
approach that will distract the government 
from moving ahead with reform of the FSC 
and the land leasing system.

Table 10 Output of key crops, 2007–10 (tonnes)

Domestic output 2007a 2008a 2009f 2010f

Papaya 9,091 7,264.9 6,990 7,340
Ginger 3,110.5 2,488 2,737 2,874
Cassava 61,379 55,773 50,750 55,825
Dalo 61,662 74,008.6 70,500 74,025
Rice 14,870 11,594.8 11,100 11,655
Beef 1,958 1,866 1,959 1,998
Dairy 11,000 10,300 10,800 11,000

a actual      f forecast 
Source: Department of Agriculture, Ministry of Primary Industries.
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able to natural disasters, tourism has been 
able to make a quick recovery after natural 
disasters and even after the 1987 and 2000 
coups. Recovery after the 2006 coup was 
slow and painful, partly because of the im-
pact of the global economic crisis and partly 
because of the political instability, which led 
to negative travel advisories in the major 
markets, Australia and New Zealand. Visi-
tor arrivals declined slightly but picked up 
in 2008 and 2009 (Figure 9). While arrivals 
picked up, the yield per tourist was still low 
compared with the pre-coup yield.

The importance of the tourism industry 
to Fiji cannot be overstated. It now contrib-
utes about 18 per cent of GDP and provides 
employment directly and indirectly to about 
40,000 people. The government pays signifi-
cant attention to the promotion of tourism. It 
increased its grant to the Fiji Visitors Bureau 
in its 2009 budget to F$23.5 million, and has 
maintained the same amount in 2010.

Tourism will be the key industry for Fiji’s 
future economic growth. Infrastructure for 
tourism expansion is, however, limited and, 
in a few years, the current infrastructure—
including the main airport—will not be able 
to cope with the expected number of tour-
ist arrivals. In addition, tourism operators 

continue to overprice compared with those 
in similar destinations in Australia and New 
Zealand, and in many parts of Asia. Fiji will 
also face increasing competition from Pacific 
neighbours such as Vanuatu and Samoa, 
and even Papua New Guinea now that it 
has opened its international airline services 
to competition.

Garments

The garment industry grew significantly 
after the 1987 coups with the introduction 
of tax-free zones and preferential entry into 
Australia and New Zealand (Figure 10). Gar-
ments provided significant employment—
particularly for women—but this industry 
has lost it pre-eminence along with the loss 
of preferential markets worldwide.

Construction

The construction industry declined imme-
diately after the 2006 coup. Its contribution 
to GDP has, however, been on a long-term 
decline (Figure 11). Apart from a few major 
projects—including the construction of 
the Japan-ICT centre at the University of 
the South Pacific in 2009—the sector has 
remained sluggish.

Figure 9 Visitor arrivals to Fiji, 1995–2008
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Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.
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Poverty, emigration and 
population issues

The 2009 report on the Millennium Devel-
opment Goals, 1990–2008, shows clearly 
that Fiji will not be able to meet goal one: 
the eradication of extreme poverty and 
hunger by 2015 (Narayan 2010). In fact, 
poverty in Fiji increased from 25 per cent 
in 1990 to 35 per cent in 2003 and to an es-
timated 40 per cent in 2008 (Narsey 2008). 
The government has listed the following 

broad policy priorities to deal with poverty 
in Fiji (Narayan 2010)

reduce poverty to a negligible level, •	
make Fiji a knowledge-based society, 
improve health service delivery, de-
velop a common national identity and 
build social cohesion
review and develop poverty-targeted •	
policies and implement appropriate pro-
grams in housing, national insurance and 
social security and a National Integrated 
Poverty Eradication Framework

Figure 10 Garment exports, 1995 to 2008 (as a percentage of GDP)
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Source: Fiji Islands Bureau of Statistics, various years. Fiji Key Statistics, Government of the Republic of Fiji, Suva.

Figure 11 The construction industry’s contribution to Fiji’s GDP, 1999–2008 (per cent)
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Politics, political process, 
confidence and economic growth

The literature on the impact of political 
instability on economic growth is extensive. 
There exists evidence that political instability 
and the uncertainty it creates cause GDP 
growth to slow or decline (Alesina, Ozler, 
Roubini and Swagel 1992; Goldsmith 
1987 ; Weede 1983; Marsh 1979; Narayan 
and Smyth 2005; Rodrik 1989; Feng 1997). 
Uncertainty with respect to the rule of 
law also adversely affects confidence and 
investment. Since the 1987 coups, it is clear 
that during periods of extreme political 
uncertainty and turmoil the growth rate is 
badly affected. The impact is not temporary; 
it takes a long time to return confidence and 
certainty to an economy. It took 10 years 
after 1987 to find an acceptable constitution 
for Fiji. The outcome was spectacular, 
with the economic growth rate picking up 
immediately, and in 1999 Fiji achieved a 
growth rate of about 9 per cent. This was a 
result of sustained improvement in growth 
in 1997 and 1998 after the promulgation of 
the new constitution in 1997, even though 
some of the growth in 1999 was a rebound 
from the adverse impact of the drought 
in 1997. Just when things were looking 
sustainable again, we had the 2000 coup 
and Fiji continued on the path to decline. 
Since the 2006 coup, this uncertainty has 
been heightened (Prasad 2006). The one 
thing that our leaders and those who have 
supported the coups since 1987 have failed 
to realise is how much damage they have 
done to the social, economic and political 
fabric of the country.

empower communities through libera-•	
tion education programs for self-suffi-
ciency, self-reliance and self-esteem
ensure the provision of minimum and •	
affordable basic needs to all categories 
of the poor
encourage traditional support mecha-•	
nisms for the disadvantaged and pro-
vide adequate welfare support to the 
destitute
provide a social safety net to those in a •	
state of severe deprivation
formalise and strengthen the govern-•	
ment/civil society partnership in al-
leviating poverty
create more sustainable, secure employ-•	
ment opportunities with better wages as 
the long-term mechanism for moving 
people out of poverty
ensure the compilation and timely •	
analysis of statistics on poverty
ensure food and income security for ru-•	
ral and outer-island dwellers, reducing 
poverty to a negligible level.
The government has taken some positive 

steps in addressing poverty. For example, in 
the 2009 budget, it increased the income tax 
threshold from F$9,000 to F$15,000. Second, 
in the latter part of the year, the government 
introduced a bus fare scheme for school chil-
dren, which has contributed to the lessening 
of the burden on poor parents. In the long 
term, however, the issues of employment 
generation through higher investment and 
better economic growth will be the keys to 
addressing poverty. In addition, the wages 
of low-paid workers will have to be ad-
dressed by the Wages Council, as these have 
not been appropriately addressed in the past 
(Narsey 2008).
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Roadmap for democracy and sustainable 
socioeconomic development, 2009–14

The government has responded to concerns 
about uncertainty and political instability 
by putting out a roadmap for taking Fiji 
towards economic and democratic develop-
ment. The first two chapters of the roadmap 
cover the ‘Vision, Mission and Guiding 
Principles’ and ‘Good Governance’. No-one 
is likely to fault the government for having 
a vision that offers ‘A Better Fiji for All’. The 
important question is how the government 
aims to achieve this elusive vision.

The current government has been in 
power for the past three years and it says 
it will stay in power until there is a general 
election in Fiji in 2014. There is now almost 
no opposition to the government from any 
section of the community in Fiji. The inter-
national development partners are to a large 
extent doing business as usual and there is 
a thawing of relationships with Australia 
and New Zealand. China and India have 
continued to do business as usual with Fiji. 
China, in particular, has taken more interest 
in Fiji in terms of its support for infrastruc-
ture building.

Given the absence of resistance to its 
rule and some thawing of diplomatic rela-
tions, it does not make much sense for the 
government to continue with the emergency 
decree or to continue to exclude political 
parties and individuals from the dialogue 
process.

If the government wishes to create con-1. 
fidence and achieve good investment 
and economic growth it should consider 
the following
remove the state of emergency imme-2. 
diately
lift media censorship so that government 3. 
activities are reported freely; by having 
media censorship in place the govern-
ment is also censoring its good work

convene an inclusive political dialogue 4. 
forum for the development of a new 
constitution so that elections can be held 
before 2014. 

Unification of the country

The Bainimarama government has a won-
derful opportunity to engage in a unification 
process that could help achieve the vision of 
‘A Better Fiji for All’. All the previous coups 
divided the country. The 2006 coup was no 
different. The Prime Minister has said on nu-
merous occasions, however, that he wishes 
to eliminate the politics of race. This goal 
cannot be achieved without engaging the 
broader society in open dialogue on critical 
issues, including achieving consensus on a 
new constitution and creating opportunities 
and conditions for uniting the people.

The Bainimarama government has al-
ready set a timetable for a new constitution 
and for elections to be held under the new 
constitution. As a first step, it has advertised 
for candidates for a political dialogue. A 
political dialogue process that is inclusive 
and genuine could be an excellent starting 
point for the crafting of an acceptable con-
stitution. What the government has set out 
to do is, however, doomed to fail. The dia-
logue process proposed by the government 
is exclusive and designed to include only 
people who support their plans. This will 
not inspire confidence in the process and 
will be counterproductive to government 
plans for achieving a non-racially defined 
Fiji. Politically, the government has done 
almost nothing to engage its perceived op-
position forces. This forum should be inclu-
sive of political parties, non-governmental 
organisations and other interested indi-
viduals. Confidence in the country would 
increase immediately. Consumers would 
feel confident about spending; investor 
confidence would increase and investments 
begin in areas where decisions have been 
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graduates from all tertiary institutions in 
Fiji. Appointments at the senior level are 
even further skewed in favour of military 
personnel, and invariably, indigenous 
Fijians. None of the heads of diplomatic 
missions is an Indo-Fijian and at present 
only three permanent secretaries are Indo-
Fijians.

The non-racial and cohesive society that 
Prime Minister Bainimarama talks about 
is a very noble ideal but his government 
should take heed of what is happening on 
the ground. Otherwise, his vision for Fiji 
will remain a vision only on paper.

Conclusion

The past three surveys on Fiji—by Chand 
(2007), Prasad and Narayan (2008) and 
Mahadevan (2009)—have observed that the 
Fijian economy has been merely kept afloat 
by short-term and stop-gap policies. In 2009, 
there was hope that the economy would 
make some recovery; instead it contracted 
by 2.5 per cent (Government of Fiji 2009a). 
This contraction has been attributed to the 
impacts of the global economic crisis in late 
2008 and 2009 and floods in early 2009.

The major sectors that contracted in 2009 
include transport, storage and communica-
tions, wholesale and retail trade, agriculture 
and forestry, manufacturing, public admin-
istration and defence, education, health and 
social work, and hotels and restaurants. 
Sectors such as construction, which were 
expected to grow in 2009, remained slug-
gish. While the poor economic growth of the 
past three years can be partially attributed 
to the impact of natural disasters, the high 
food and fuel prices of 2007 and 2008 and 
the global economic crisis, the basic cause 
of the sluggish economic recovery after the 
2006 coup is the perceived political instabil-
ity and uncertainty about future economic 
policies. If one looks at other Pacific island 

on hold. Our development partners and 
bilateral partners would have reason to 
engage further with the government. The 
government must realise that confidence is 
the key to our future.

The current assessment is that people 
expect continuing high levels of uncertainty 
and therefore many are making plans to 
leave the country. A country from which 
people wish to leave is one where progress 
is hard to come by. After the 1987 coups 
it was mainly Indo-Fijians who left the 
country. Since the 2000 coup, however, and 
especially after the 2006 coup, many skilled 
indigenous Fijians have been leaving. The 
country’s human capital continues to bleed 
as qualified people leave our shores.

Narsey (2010) provides a useful analysis 
of the demographic changes that have taken 
place in the past 20 years. The Indo-Fijian 
population is already down to 37 per cent 
and Narsey projects that it could be down to 
26 per cent by 2027. Indo-Fijians continue to 
leave the country in large numbers.

The government’s stated objective since 
it overthrew the Qarase government has 
been for racial and political equality and 
meritocracy in appointments and promo-
tions in the civil service. Immediately after 
the coup, the majority of Indo-Fijians felt 
that there would be decisive changes from 
the policies of the past 20 years. Ethnic con-
siderations prevailed in the appointment 
of staff in the civil service, in the alloca-
tion of scholarships, in government grants 
and in the delivery of state services. Sadly, 
however, the intentions and the rhetoric of 
the government have not matched the situ-
ation on the ground. The age-old policies 
of ethnic discrimination—mainly against 
Indo-Fijians—have continued. The figures 
in Table 10 show that Indo-Fijians make up 
a declining percentage of new appointments 
and promotions from the period 2007–09. 
This performance sits uncomfortably with 
the historically large numbers of Indo-Fijian 
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countries that have also been affected by 
natural disasters and the global economic 
crisis, they have been able to keep their 
economic growth rates positive. Clearly, 
the binding constraint on Fiji’s progress is 
its unstable political environment.

The growth forecast for 2010 is 1.9 per 
cent. This appears to be optimistic given 
the damage to the already declining sugar 
industry caused by Cyclone Thomas. The 
future of the sugar industry looks very 
bleak. It would not be an exaggeration to 
suggest that the collapse of the industry 
could be only a few years away. Unless there 
is dramatic national effort through political 
unity, the industry is certain to collapse. The 
support of all stakeholders—unions, sugar 
industry leaders and politicians—is needed 
to ensure its revival. It is simplistic to believe 
otherwise.

On the positive side, the Australian and 
New Zealand economies are growing and 
the projections of their performance for 
2010 are very positive. Their good perform-
ance could help our tourism industry and 
the recovery of remittances lost in the past 
three years.

Duncan (2007) called for ‘a clean-up 
campaign for Fiji’s economy’, which in-
cluded resolving the land lease problem, 
removing and reducing duties on imports—
especially those that inhibit exports in the 
long term—deregulation of telecommunica-
tions, privatisation of other monopoly state-
owned enterprises and ensuring an efficient 
law and order regime. The government has 
brought about some sensible changes in the 
past three years in its economic policies, 
such as the abolition of the telecommu-
nications monopoly, streamlining foreign 
investment rules and adding further finan-
cial incentives for the agricultural sectors. It 
needs to work on further deregulation and 
review the structure of customs duties.

The Bainimarama government had 
crushed any visible opposition by early 
2007 and, essentially, in 2008 and 2009 it 
had a free rein. Given that there is no real 
opposition, the government can move to 
create an environment that is conducive to 
the growth of the economy and the develop-
ment of a constitution for Fiji that can lead 
to the establishment of democracy.

Table 10 Appointments and promotions in the Fijian civil service, 2007–09

New appointments Promotions
Fijians Indo-Fijians Others Fijians Indo-Fijians Others

2007 512

(56.3)

368

(40.5)

29

(3.2)

86

(62.3)

47

(34.1)

5

(3.6)
2008 647

(69.6)

256

(27.5)

27

(2.9)

284

(65.6)

140

(32.3)

9

(2.1)
2009 983

(59.1)

633

(38.1)

46

(2.8)

472

(75.7)

141

(22.6)

11

(1.8)

Note: Percentages in parentheses. 
Source: Government of Fiji, 2007. Government Gazette, various issues, Government of Fiji, Suva; Government of 
Fiji, 2008. Government Gazette, various issues, Government of Fiji, Suva; Government of Fiji, 2009b. Government 
Gazette, various issues, Government of Fiji, Suva.
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partners such as Australia and New Zea-
land are likely to support these changed 
positions; and it would become easier for 
the government to mobilise more resources 
for economic recovery. It is not a political 
sin to realise that certain policies and ap-
proaches have not worked and need chang-
ing. Nobel Laureate in Economics in 1974, 
Friedrich von Hayek, in his book The Road 
to Serfdom (1944), said that ‘[w]e shall not 
grow wiser before we learn that much that 
we have done was very foolish’. There is a 
lesson for Fiji in this statement. The coups 
of 1987, 2000 and 2006 could be classed 
as foolish actions. A wise nation ought to 
learn lessons from its past and ensure that 
we do things differently in the future. The 
Bainimarama government could leave a 
lasting beneficial legacy if it takes a differ-
ent approach in 2010—that of unifying the 
country in the common vision of ‘Making 
a Better Fiji for All’. It is time Fiji takes on 
the lessons from its past.

In terms of economic policy instru-
ments such as monetary and fiscal policy, 
enough has already been done. There is 
little financial space to create any further 
stimulus. The deficit levels, debt levels and 
the global bond payment of US$150 million 
in 2011 will put Fiji’s fiscal position under 
stress. Even if the government wished to 
maintain some of the stimulus package, it 
would not have the resources to do so. The 
infrastructure-spending deficit that has been 
created over the past 20 years has now be-
come critical and will have to be addressed. 
Roads, water supplies, airports and seaports 
need urgent attention. For this to happen, 
the government will need assistance from 
our development partners in terms of soft 
loans and grants.

The monetary policy stance after de-
valuation is appropriate but there is not 
much that can be done beyond what the RBF 
is doing. It can monetise government bonds 
and treasury bills only up to a point, beyond 
which it has to consider the inflationary im-
pact of increasing the money supply.

The way forward for the government is 
to re-evaluate its entire approach towards 
achieving economic recovery. The task 
of economic recovery cannot, however, 
be divorced from the political situation. 
Economic recovery will require an accept-
able level of integrity of state institutions. 
The 2008 Global Integrity Index labels Fiji 
as weak, with a ranking of 64 out of 100 
(Global Integrity 2008, http://report.glo-
balintegrity.org/fiji/2008). Therefore, it is 
an opportune time for the government to 
redefine its political strategy in order to raise 
its level of integrity globally. This could be 
achieved through taking decisive measures 
such as lifting the state of emergency, lifting 
media censorship and beginning a process 
of inclusive political dialogue. These three 
actions could have an immediate beneficial 
impact on confidence in the way forward. 
Development partners and our bilateral 
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