
USPEC 
DEPARTMENT OF ECONOMICS 
UNIVERSITY OF THE SOUTH PACIFIC 
 
 

USPEC WORKING PAPER 
 
 
 

FORECASTING FIJI’S EXPORTS AND IMPORTS, 2003-2020      

 

by 
 
 

PARESH KUMAR NARAYAN 
Griffith Business School 

Department of Accounting, Finance and Economics 
Gold Coast Campus 
Griffith University 

Queensland, AUSTRALIA 
 
 

SEEMA NARAYAN 
Griffith Business School 

Department of Accounting, Finance and Economics 
Gold Coast Campus 
Griffith University 

Queensland, AUSTRALIA 
 

and 
 

BIMAN C. PRASAD 
Department of Economics  

The University of the South Pacific 
Suva, Fiji 

 
 
 
 
 
 

 No. 2004/13                                                                                                                 October, 2004



USPEC WORKING PAPER SERIES 
 
This working Paper series presents work in progress in the Department of  Economics at 
the University of the South Pacific.  Comments and criticisms should be addresses to the 
authors. Authors share equal responsibility for the paper. Copyright reside with the 
authors.  Additional copies are available from:- 
 
 
Ms Josephine Singh 
Secretary, 
Department of Economics, 
USP, 
Suva, Fiji 
 
Website : http://www.usp.ac.fj/ssedmain/dept/economics 
Email:  singh_js@usp.ac.fj 
Fax:  (679) 327 0069  OR  330 1487 
 
 
 
 
USP Library Cataloguing-in-Publication Data 
 
Narayan, Paresh Kumar 
     Forecasting Fiji’s exports and imports, 2003-2020 / Paresh Narayan, Seema Narayan 

and Biman C. Prasad. –  Suva, Fiji : Economics Department, The University of the 
South Pacific, 2004.                

       
          30 p.  ;    cm. -- (Working paper / University of the South Pacific, Economics 

Department) ; 2004/13 
           
          ISBN 982-01-0587-0 
 
     1. Exports—Fiji—Forecasting 2. Imports—Fiji—Forecasting  I. Narayan, Seema II. 

Prasad, Biman C. III. The University of the South Pacific. Economics Department IV. 
Title V. Series: Working paper (The University of the South Pacific. Economics 
Department) ; 2004/13 

 
HF4036.N27 2004                                                                                       382.6099611    
 
 
 
 
 
 
 
 

 1



Working Paper 
 
 

No. 2004/13 
October, 2004 

 
 
 
 

FORECASTING FIJI’S EXPORTS AND IMPORTS, 2003-2020 
 
 

By 
 

PARESH KUMAR NARAYAN 
Griffith Business School 

Department of Accounting, Finance and Economics 
Gold Coast Campus 
Griffith University 

Queensland, AUSTRALIA 
 

Telephone: +(617) 5552 8056 
Fax: +(617) 5552 8068 

Email: P.Narayan@Griffith.edu.au 
 
 

SEEMA NARAYAN 
Griffith Business School 

Department of Accounting, Finance and Economics 
Gold Coast Campus 
Griffith University 

 
Telephone: +(617) 5552 8056 

Fax: +(617) 5552 8068 
Email: S.Narayan@Griffith.edu.au 

 
and 

 
BIMAN C. PRASAD 

Department of Economics  
The University of the South Pacific 

Suva, Fiji 
 

Telephone: (679) 321 2568 
Fax: (679) 327 0069 

Email: chand_b@usp.ac.fj 

 2



Forecasting Fiji’s Exports and Imports, 2003-2020 
 
 
 
 
 
 
 
 
 

ABSTRACT 
 
  

The goal of this paper is to forecast Fiji’s exports and imports for the period 2003-2020. 
To achieve this goal, we apply the autoregressive moving average with explanatory 
variables (ARMAX) model. To this end, we draw on the published export demand model 
(Narayan and Narayan, 2004a, The Developing Economies) and the import demand 
model (Narayan and Narayan 2004b, Economic Modelling) for Fiji. Our main findings 
are: (a) Fiji’s imports will outperform exports over the 2003-2020 period, and (b) current 
account deficits will escalate to be around F$934.4 million on average over the 2003-
2020 period. We draw pertinent policy implications from these findings.  
  

 

 

JEL Classifications: C22; 

Key words: ARMAX, Export, Import, Forecast. 
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1. Introduction 

While generally there is a large literature that estimates import and export demand 
models for a number of developed countries (see, inter alia, Arize, 2001; Carone, 1996; 
Masih and Masih, 2000) and developing countries (see, inter alia, Narayan and Narayan, 
2004a,b; Arize, 1990; Bond, 1987; Khan, 1974) there are no attempts made at forecasting 
exports and imports for any one of these two groups of countries. Forecasts of 
international trade have important policy relevance. For instance, forecasts of exports and 
imports allow one to deduce a country’s current account deficits, which in turn allow one 
to gauge the sustainability of a country’s current account deficits. Such information is 
important for several stakeholders. First, it is a crucial set of information for policy 
makers: envisaged exploding current account deficits turn to question existing monetary 
and fiscal policy stance of a country. Hence, it is an invitation for policy makers to 
rethink the policy agenda of a country. Prudent and swift adjustment of monetary and 
fiscal policies have the potential to mitigate much of the negative repercussions, such as 
capital outflow, among others, from escalating current account deficits. Second, forecasts 
of current account deficits contain an important piece of information for potential 
investors, and indeed existing investors, for it portrays the forthcoming status of the 
economy. For instance, an escalating current account deficit is a clue that future 
generations have to compensate for the deficit in the form of higher taxes (Narayan and 
Narayan, 2003). To this end, the corporate sector is not immune: higher income tax for 
the corporate sector is a distinct possibility. It follows that expanding current account 
deficits, particularly in developing countries, are likely to have a negative impact on 
private investments. Third, an escalating current account deficit proffers the wrong signal 
to the human capital of a nation. Particularly in developing countries, fear of paying 
higher taxes in future may lead to ‘brain drain’, which is likely to negatively impact 
growth and development1. 
 
Against this background, we set out to forecast Fiji’s exports and imports for the period 
2003-2020. We draw on the existing export demand (Narayan and Narayan 2004a) and 
import demand (Narayan and Narayan, 2004b) models for Fiji. This allows us to use the 
autoregressive moving average with explanatory variables (ARMAX) type models. An 
ARMAX model includes dynamic autoregressive and moving average components 
together with the theoretical explanatory variables to explain variations in endogenous 
variables. Because the ARMAX model includes theoretically possible explanatory 
variables, it is superior to cause-effect regression techniques for forecasting (see Akal, 
2004; Greene, 1990). Our first contribution is: we depart from the simple ARMA and 
other cause-effect regression techniques, and use the ARMAX model for the first time in 
the international trade literature. It is argued that the ARMAX type model for forecasting 
provides more robust results then the ARMA and other cause-effect regression type 
models (see Akal, 2004).  Our second contribution is that we alert policy makers on the 
likely status of Fiji’s current account deficits and, thus, allow the possibility of policy 
adjustments to stem current account deficits from escalating. For this reason, the results 
from this paper will be popular among policy makers in Fiji. 
 
Foreshadowing our main conclusions, we find that over the 2003-2020 period, export 
growth will average –1.3 per cent per annum while import growth will average around 
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2.3 per cent per annum. There are ominous signs for the Fijian economy as the current 
account deficit is expected to rise sharply, from F$79.4 million in 2003 to around 
F$1,690.4 million in 2020. 
 
The balance of the article is organized as follows. In the next section, we provide an 
overview of Fiji’s export and import performances over the period 1960-2002. In section 
3, we present the forecasting methodology. In section 4, we discuss the main results. In 
the final section, we conclude with some policy implications. 
 
2. An overview of Fiji’s exports and imports  
 
Over the period 1960-1970, Fiji underwent major political changes: this decade saw the 
negotiation for independence from the United Kingdom, as Fiji became its colony in 
1874. In the 1960s, one of the views amongst Fiji’s politicians were that Fiji could 
become both politically and economically independent. This, however, was more in line 
with trends elsewhere where developing countries and former colonies, which acquired 
independence, pursued inward looking-import substitution policies for growth and 
development. Many of the colonies and newly independent countries had comparative 
advantages in the production of primary commodities. In the case of Fiji, exports of sugar 
and other primary commodities, such as fish, gold, and timber comprised the bulk of its 
exports. Meanwhile, in the services sector tourism was the major contributor for Fiji. 
 
In 1960, Fiji’s exports amounted to F$34 million while imports were slightly more, 
valued at F$35.6 million. This resulted in a current account deficit of $1.6 million, 
representing about 1.8 percent of the GDP. However, since 1960 the deficit has continued 
to increase. In 1965, for example, it rose to F$9.2 million, representing about 8 percent of 
GDP. Fiji had a number of development plans before independence. The Development 
Plan 5 (DP5), over the period 1966-1970, targeted exports as an engine of growth. 
Unfortunately, exports had a narrow base, consisting of mainly sugar and services. The 
latter consisted of mainly tourism. The average current account deficit over the 1965- 
1970 period was F$6.2 million, representing an average of 4.5 percent of GDP. 
 
The Development Plan 6 (DP6), which covered the period 1970-1975, represents a 
significant period in Fiji’s history; Fiji gained independence from the United Kingdom in 
1970. In the DP6, the main thrust of government policy was to promote agricultural 
development through commodity exports, and develop the necessary human resources. 
Again, over the 1970–1975 period, the export sector was dominated by sugar. Sugar was 
the leading export because of preferential prices from the European Union. During this 
period, the current account deficit rose sharply, reflecting the increased level of imports 
of investment goods. It should be noted that some of the major investments in social 
infrastructures, such as health and education, took place over the period 1970-1975 and 
continued in the later part of the decade. The average current account deficit, over this 
period, rose to about F$20 million, representing approximately 6.2 percent of GDP. The 
strong performance of imports in this period can be attributed to imports of investment 
goods.  
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More significant was the period 1975-1980, when exports and imports continued to rise. 
For example, average exports over the period 1975-1980 were F$320 million and average 
imports were F$349 million. However, the average current account deficit as a percent of 
GDP was 3.8 percent, down from 6.2 percent over the period 1970-1975. The 
Development Plan 7, which covered the period 1976-1980, reflected the growing trend in 
the expansion of the sugar industry with a new cane-farming project in Seaqaqa, the 
second largest island of Vanua Levu. 
 
Over the period 1980-1985 covering the Development Plan 8 (DP8), export of goods and 
services continued to increase. The DP8 focused on regional development objectives and 
strategies. While it focused on various regions and how these regions could be developed, 
the macro focus remained on achieving high growth rates through increasing the export 
of goods and services. The average export of good and services continued to rise and 
were valued at F$505.6 million over this period. Imports over the corresponding period 
also rose, averaging F$564.4 million. The average current account deficit rose 
substantially to F$54.2 million. This rise can be attributed to falling economic growth and 
declining commodity exports which were a result of droughts, cyclones, the 1970s oil 
price crisis, and recessions in Fiji’s major trading partner countries. 
 
Over the period 1982-1986, the economy slowed down and the economic growth rate 
declined to an average of 1.2 percent per annum; real GDP per capita contracted to 0.7 
percent. In this period, the fiscal deficit rose to 6.1 percent. The poor macroeconomic 
performance prompted the IMF to instigate trade liberalization policies. As a result, Fiji 
switched its growth strategy from one predominantly based on import-substitution to 
export promotion in 1988.2
 
The shift in economic policy came about after the two military coups in 1987 (Elek, Hill, 
and Tabor, 1991; Cole, and Hughes, 1988).  The coups of 1987 had severe economic 
impacts, causing tourism to decline sharply and reduction in the output in all other 
sectors. Over the period 1985-1990, exports continued to rise, and were boosted by a 30 
percent devaluation of the Fiji dollar in 1987. Receipts from sugar contributed 
significantly to higher average exports, over the period 1985- 1990, which amounted to 
F$863 million. Moreover, after the coups in 1987, Fiji attracted many garment 
manufacturers, which also boosted exports (Chandra, 1989; Narayan and Narayan, 2004). 
The growing trend in exports continued over the period 1990-1995.  
 
The average total import of goods and services in this period was higher then exports of 
goods and services. During this period, the level of private investment had been low and 
the export sector did not perform well (Kumar and Prasad, 2002).  However, with the 
successful implementation of the new constitution in 1997 the growth prospects in the 
economy improved significantly, with GDP growing from 2.5 percent in 1995, peaking in 
1999 (9.6 percent) but then declining to negative 2.8 percent in 2000; the latter was a 
result of coups in 2000. Overall, the average GDP growth rate over the period 1996-2000 
was relatively low – 2.1 percent.  
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The attempted coup in 2000, however, was a severe shock to the economy. Economic 
growth in 2000 was negative 2.8 percent. The economy, however, began to recover since 
2001 when the growth rate reached 2.7 percent, increasing to 4.3 percent in 2002 and 4.8 
percent in 2003. The average growth rate between 2001 and 2003 was 3.9 percent. What 
is significant, however, is the decline in exports since 2001. Over the last 3 years, 
domestic exports have recorded negative growth. In 2003, exports declined mainly on 
account of lower sugar, fish, and gold productions. Economic growth in Fiji over the last 
3 years can be explained mainly by consumption expenditure. Both private and 
government expenditures have contributed to 69 percent and 21 percent towards nominal 
GDP on a 5 year average between 1997 and 2001. It should be noted that import growth 
consists of mainly consumer goods rather than investment goods.  
 

3. Methodology and model 

3.1. Methodology 

The ARMAX model is of the form: 

qtqt
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where p and denote the length of the lag on the autoregressive terms and the moving 
average error terms, respectively.

q
ξ  is assumed to be a white noise process. Although, our 

export and import demand models include multiple explanatory variables, for the sake of 
simplicity here we assume a single explanatory variable with two lags. One can now 
explain the concept of the ratio of lag polynomials by writing Equation (1) as follows: 
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Using lag notation, one can write Equation (2) as follows: 

( ) ( ) ( ) t
q
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One can now derive the impacts of an explanatory variable based on the ratio of the lag 
polynomials for the dependent and explanatory variables. To illustrate this, here we 
consider a simple case with two period lags of the dependent and explanatory variables: 
 
( ) ( ) tt xLLLLy 2

210
2

211 πππαα ++=−−        ( )4
Let ( ) ( )2

211 LLLA αα −−=  and ( ) ( )2
210 LLLB πππ ++= . 

One can now rewrite Equation (4) in a simplified form as follows: 

( ) ( )xLByLA =                ( )5  
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and the impacts of a change of x  on can b described by the ratio of polynomials y ( )LA  
and . It follows that: ( )LB

( )xLZy = , where ( ) ( )
( ) ( )...4
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and  is an infinite series of lag distribution. The computation of the lag weights in 
 comes from expressing the relationship in expanded form: 
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One can now expand the product of ( ) ( )LALZ  at least partially, where 
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We now combine terms in and solve for  L :,...,,, 3210 zzzz

00 π=z  

1101 πα += zz  
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The rest of the terms for will occur recursively as follows: z
 

2211 αα −− += kkk zzz  

When the coefficients 1α , 2α  and 0π , 1π  and 2π  are estimated, the lag weights for the 

z’s are easily calculated.  For instance, the total impact of a change in x on  is . y ∑
∞

=0i
iz

 
3.2. Model 
 
In this paper, to implement the ARMAX forecasting model, we draw on the available 
published export demand and import demand models for Fiji. The export demand model 
was estimated by Narayan and Narayan (2004a), while the import demand model is 
estimated by Narayan and Narayan (2004b). The short-run and long-run elasticities of the 
export and import demand models are presented in Appendix 1. 
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4. Empirical results 

4.1. Forecasts  
 
The forecasts for Fiji’s exports and imports are presented in Table 1. The general trend is 
towards an explosion of imports relative to exports. Exports are likely to decline from 
F$1,969 million in 2002 to F$1,521.8 million in 2020. The average growth rate in exports 
over the period 2003-2020 is expected to be –1.33 per cent. Meanwhile, imports are 
likely to increase sharply, from F$2,048.9 million in 2002 to around F$3,212.2 million in 
2020. This reflects a growth rate of around 2.5 per cent per annum over the period 2002-
2020. As a result, the current account deficit is likely to increase sharply from around 
F$79.4 million in 2002 to around F$1,690.4 million in 2020. 
 
Table 1: Predicted current account deficit 
Year Predicted 

exports 
Actual 
exports 

Predicted 
imports 

Actual 
imports 

Predicted current 
account deficit 

1975 722.9543 726.493 1037.485 753.705 314.530 
1976 779.7827 654.576 949.6444 934.437 169.862 
1977 746.0378 807.411 986.5439 1005.023 240.506 
1978 815.3003 798.750 1095.099 892.901 279.799 
1979 825.1285 951.446 1201.701 863.883 376.572 
1980 842.6551 988.049 1315.326 939.861 472.671 
1981 873.1009 946.001 1321.025 950.581 447.924 
1982 938.4754 893.779 1254.32 1152.267 315.844 
1983 919.8217 862.828 1204.885 1207.069 285.063 
1984 875.0024 919.306 1186.138 1269.970 311.136 
1985 912.1623 914.416 1201.113 1081.914 288.951 
1986 921.763 925.511 1237.244 1026.708 315.481 
1987 980.4075 932.811 1256.317 975.813 275.910 
1988 1229.805 1136.293 1308.36 982.751 78.555 
1989 1356.029 1481.533 1367.953 945.748 11.924 
1990 1454.909 1551.438 1411.636 955.235 -43.274 
1991 1439.927 1419.047 1457.267 1127.467 17.340 
1992 1469.876 1410.238 1501.684 1385.801 31.808 
1993 1434.709 1462.366 1543.402 1630.800 108.693 
1994 1564.577 1590.828 1607.252 1430.317 42.675 
1995 1609.426 1541.100 1693.052 1381.035 83.626 
1996 1695.415 1686.663 1761.004 1527.734 65.589 
1997 1670.58 1597.778 1813.574 1589.205 142.994 
1998 1768.589 1816.932 1829.543 1620.400 60.955 
1999 2029.633 2029.822 1858.775 1703.007 -170.858 
2000 1969.459 1879.133 1919.659 1678.620 -49.799 
2001 1911.18 1988.132 1984.281 1800.147 73.101 
2002 1969.482 2011.112 2048.903 1862.531 79.421 
2003 1912.505 - 2113.494 - 200.989 
2004 1924.519 - 2178.131 - 253.612 
2005 1879.042 - 2242.767 - 363.725 
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2006 1867.29 - 2307.403 - 440.113 
2007 1836.171 - 2372.037 - 535.866 
2008 1816.048 - 2436.671 - 620.623 
2009 1789.585 - 2501.303 - 711.718 
2010 1766.678 - 2565.935 - 799.256 
2011 1741.678 - 2630.565 - 888.887 
2012 1717.81 - 2695.195 - 977.385 
2013 1693.232 - 2759.824 - 1066.592 
2014 1668.994 - 2824.451 - 1155.457 
2015 1644.498 - 2889.078 - 1244.580 
2016 1620.085 - 2953.704 - 1333.619 
2017 1595.559 - 3018.328 - 1422.769 
2018 1571.033 - 3082.952 - 1511.920 
2019 1546.441 - 3147.575 - 1601.134 
2020 1521.821 - 3212.196 - 1690.375 
 

4.2. Forecasting performance 

In forecasting, it is essential and customary to test for the performance or accuracy of the 
model. To establish the forecasting performance of the ARMAX model, we use the Theil 
Index (U), based on a comparison of the predicted or forecasted change with the actual 
change, and the widely used mean absolute percentage error (MAPE). In addition, we 
also examine the correlation between the actual export figures and the predicted export 
figures. We repeat the same exercise for the import-forecasting model. We also provide a 
visual inspection of the actual and predicted exports and imports to monitor the 
respective trends. The Theil index is calculated as follows: 
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Here, tF̂  are the forecasts for each period, are the actual values in each period, and 
is the number of periods being compared. If the technique compares perfectly, 

tF
n

0=− tt F̂F  for all i ; hence, 0=U . Alternatively, if 1=U , the technique is 
generating erroneous forecasts. In sum, the closer U is to zero the better and reliable are 
the forecasts. We find U  to be is very small indeed: 0.031 in the case of the export 
model, and 0.047 in the case of the import model.  
 
The MAPE is calculated by the following equation: 
 

∑
=

×=
n

i
i

PE
n

MAPE
1

1001              ( )10  

 7



 
Here, is the number of data points; n PE  is the percentage error of the forecast for time 

, where t ( )( )[ ]ttt FFFt −= ˆ ,  is the forecast for time t and  is the actual observation 
at time . To evaluate the forecasts on an objective basis, the scale developed by Lewis 
(1982) was used. In this scale, any forecast with an MAPE less than 10 percent is 
considered highly accurate, 10-20 percent is good, 20-30 percent reasonable, and greater 
than 50 percent is considered weak and inaccurate. For the export model, we find the 
MAPE to be 5.666, and for the import model we find the MAPE to be around 9.56. The 
MAPE results corroborated by the Theil Index provide strong evidence of the accuracy of 
our forecasts. 

tF̂ tF
t

 
Next, we examine the correlation coefficients between the actual and predicted exports, 
and actual and predicted imports for Fiji for the period 1975-2002. We find that the 
correlation coefficients of the ARMAX model for exports to be 0.88, while for the import 
model it turns out to be 0.98. This is same as saying that in the case of Fiji’s exports, the 
fitted ARMAX model forecasts exports very well, in that 88 percent of the variation in 
the exports is associated with variations in actual exports between 1975-2002. In the case 
of Fiji’s imports, one can conclude that some 98 per cent of the variations in imports is 
associated with variations in actual imports between 1975-2002. Taken together, a logical 
conclusion is that our models have extremely good forecasting power.  
 
In Figures 1-2, we plot the actual and forecasted figures for Fiji’s exports and imports 
respectively, for the period 1972-2002. We find that, consistent with the results on the 
correlation coefficients, the actual and predicted values are close to each other for both 
exports and imports. 
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Figure 1: Export forecast 
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Figure 2: Import forecast 
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4.3. Diagnostic tests 

In Table 2, we report the diagnostic tests for the ARMAX model for exports and imports. 
Tests including autocorrelation, normality and heteroskedasticity in the error term, and 
accuracy of the model were applied. We found no evidence of autocorrelation in the 
disturbance of the error term. The model passes the Jarque-Bera normality tests 
suggesting that the errors are normally distributed.  
 

Table 2: Diagnostic tests 
Diagnostics Export model Import model 
χ2

Norm(2) 1.0762 1.1147 

χ2
Auto(1) 0.0000 0.6608 

χ2
ARCH(2) 3.6656 9.5770 

χ2
White(2) 1.6458 2.6332 
2R  0.6641 0.2748 
2R  0.4961 0.1589 

DW  2.0053 2.1922 
 
 
5. Conclusions and policy implications 

In the post independence era, the focus of various development plans was on the 
development of the agricultural sector. A heavy reliance was placed on the production of 
sugarcane and export of sugar. In other sectors, successive governments since 1970 
pursued an import-substitution policy to achieve economic growth. In the early 1980s, 
however, a shift in economic policy took place, driven mainly by poor economic 
performance. The IMF was instrumental in reshaping Fiji’s economic policy stance with 
the introduction of trade liberalization policies in 1984. This IMF intervention saw  Fiji 
embrace an export-oriented growth strategy. The advent of the manufacturing sector was 
a result of the IMF instigated trade liberalization policies. Under the liberalization 
policies, to encourage exports,  a tax incentive package was offered. The exchange rate 
devaluations amounting to about 30 percent following the coups of 1987 helped in 
boosting Fiji’s export competitiveness. The net result was an increase in Fiji’s 
international trade.  
  

The goal of this paper was to predict the performance of Fiji’s international trade. To 
achieve this, we utilized the existing import and export demand models for Fiji, and 
forecasted exports and imports within an ARMAX modeling framework. 
 
Our forecasting results suggest that: (a) Fiji’s imports will outperform exports over the 
2003-2020 period, and (b) current account deficits will escalate to be around F$934.4 
million on average over the 2003-2020 period. These findings are not surprising given the 
poor export performance, and the greater composition of consumption goods in Fiji’s 
imports. Fiji is experiencing several domestic and international issues that stand to 
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impede growth in exports. The domestic issues include the non-resolution of land leases, 
a sustained period of political instability, and the constitutional dilemma on the formation 
of government in Fiji under the multi-party provision. All these constraints have stalled 
private investment in Fiji (Narayan, 2004). As a proportion of GDP, private investment 
has fallen from 10.9 percent in 1987 to 7.5 percent in 1988, and declining further to 4.6 
percent in 1999. Moreover, in 2002 the total investment reached 15 percent of GDP; 
however, this is still short of the level of investment in other developing countries, which 
have investment levels of more than 20 percent. 
 
The international issue includes the expiry of trade agreements on which Fiji has 
depended heavily for the growth of her exports. For instance, the erosion of preferential 
prices under the South Pacific Regional Trade and Economic Cooperation Agreement 
(SPARTECA) and the European Union could cause disruptions to exports. Fiji will have 
to find new markets and improve its competitiveness. Furthermore, the preferential prices 
offered by the European Union for Fiji’s sugar will be removed in 2008 under the new 
trading rules of the World Trade Organisation (WTO). 
 
It follows that if Fiji is to increase its growth potential then it ought to address the issue of 
private sector investment, which is likely to boost exports. The drivers of exports will 
have to be clearly identified, including the incentives to build capacity in export sectors 
and diversification of exports, so that the loss from exports favoured by trade agreements 
do not have a deleterious impact on the economy.  
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Appendix 1: Import and Export Demand Elasticities 

 

Table 1A: Long run import demand elastiticies 
Regressors Coefficients  t-statistics 

tYln  1.8891** 
 

2.4737 

tRPln  -1.0644*** 
 

-6.7914 

Source: Narayan and Narayan (2004a: 11). 
 
 
Table 1B: Long-run export demand elasticities 
Regressors 

Coefficient 
t-statistics 

tTPinln  0.6998 3.1743 

txpln  -1.2977 2.4666 

twxpln  2.1481 3.5354 

Source: Narayan and Narayan (2004b: 106). 
 
 
Table 1C: Short-run import demand elasticities 
Variables coefficients t-statistics 

tYln∆  0.7329 1.5434 

tRPln∆  -0.8590*** -6.0491 

1−tECM  -0.3880** -2.1512 

Source: Narayan and Narayan (2004a: 11). 
 
 
Table 1D: Short-run export demand elasticities 
Variables Coefficient t-statistics 

1ln −∆ tTPin  0.4424** 2.3682 

txpln∆  -0.8203** 2.2221 

twxpln∆  1.3579*** 3.1083 

1−tECM  -0.6321*** 3.9746 

Source: Narayan and Narayan (2004b: 107). 
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 ENDNOTES 
                                                 
1 Narayan and Smyth (2003) observe that ‘brain drain’ is having a deleterious effect on Fiji’s economic 
growth. 
2 Tax free factory and tax free zone schemes were established to encourage production for exports (see 
Narayan, 2001). 
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