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1. Introduction

• Fiji’s economy grew by 1 percent in 2019 following an expansion of 3.5 
percent in 2018.

• Growth forecast for 2020 is 1.7 percent. Could be reduced due to COVID-
19 outbreak. 

• Weak public finance conditions has forced government to reduce 
expenditure in 2019-2020 Budget. Government debt has grown by 30% 
between July 2015 and December 2019. 

• Economy has been impacted by weak business and investor sentiments, 
beginning in June 2018. 
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1. Introduction

• Fiji’s debt problem, however, is not just an expenditure issue 
but a revenue problem as well. Revenue forecast for 2018-
2019 was $4.2 billion but the estimated actual revenue 
collected was $3.2 billion. 

• Economic growth is important to reduce debt but with growth 
rates of around 1.7 percent for 2020 and 2.9 percent for 2021, 
this could be a prolonged consolidation affair. 

• Challenge facing the government is not a cyclical issue but a 
structural issue in the short to medium term. 
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2. Economic Growth
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Figure 1: Real GDP Growth Rate (2013-2021)  

Data source: Fiji Bureau of Statistics and Reserve Bank of Fiji  
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2. Economic Growth 

Data source: Fiji Bureau of Statistics and Reserve Bank of Fiji  
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Figure 2: Annual Industrial Production Index (base: 2014=100) 
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2. Economic Growth

Data source: Fiji Bureau of Statistics and Reserve Bank of Fiji  
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2. Economic Growth

Data source: Fiji Bureau of Statistics and Reserve Bank of Fiji  
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3. Fiscal Developments and Debt
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• Fiscal consolidation announced in the 2019-2020 National 
Budget is clearly linked to the weak public finance conditions.
 Since 2012, the government has not been able to meet its budget 

forecasted revenue. One reason for this is the projection of asset sales 
which never materialize.

• Over time, government spending has increased but the 
revenue required to pay for it has not. Between 2014 and 
2017-2018 fiscal periods, government revenue grew by 61% 
whereas expenditure went up by 71%. 



3. Fiscal Developments and Debt
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2015-2016 2016-2017 2017-2018 2018-2019 2019-2020

Direct Taxes 699.0 717.9 826.8 768.5 804.8

Indirect Taxes 1,577.4 1,914.3 1,967.3 2090.8 2221.9

Value Added Tax

Customs Duty

Service Turnover Tax

ECAL

715.9

577.4

91.3

31.0

815.1

625.7

98.1

77.5

751.3

668.6

97.9

150.5

805.5

701.1

87.9

164.8

855.5

746.0

93.5

174.1

Total Revenue 2,908.3 2,896.3 3,224.4 3,256.1 3491.7

Total Expenditure 3,292.0 3,105.1 3,742.2 3,664.9 3840.9

Total Revenue (% of GDP) - 27.1 28.3 26.9 27.4

Total Expenditure (% of GDP - 29.1 32.9 30.3 30.2

Nominal GDP N/A 10,648.3 11,361.3 12,063.7 12,703.8

Table 1: Government Revenue and Expenditure ($m) 

Source: Economic and Fiscal Update: Supplement to the 2019-2020 Budget Address, Government of Fiji 



3. Fiscal Developments and Debt

Jul 2015 Jul 2016 Jul 2017 Jul 2018 Jul 2019 Dec 2019

Domestic Debt 2,997.5 3,245.0 3,300.8 3,763.0 4,131.1 4,301.9

External Debt 1,385.3 1,262.6 1,370.9 1,457.5 1,498.2 1,434.1

Total Debt 4,382.8 4,507.7 4,671.7 5,220.5 5,629.3 5,735.9

Debt (% of GDP) 45.8 44.6 43.9 45.9 46.7 48.0 
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Table 2: Government Debt  

• Questions are being raised about the potential medium to long 
term consequences from accumulating debt (Chand, 2003; 
IMF, 2016). 

• Current debt ratio is negatively impacting long term economic 
growth (Sami and Gounder, 2019). 



3. Fiscal Developments and Debt

2017-2018 2018-2019 2019-2020 Change (19/20-18/19)

Ministry of Health 303.1 384.3 349.7 (34)

Ministry of Education 447.5 515.9 467.6 (48)

Fiji Roads Authority 382.7 563.1 419.4 (143)

Water Authority of Fiji 255.8 349.2 258.7 (90)

Fiji Police 143.1 193.5 177.7 (15)

Ministry of Infrastructure 115.6 165.2 89.6 (75)

Fiji Military Forces 92.1 103.2 95.9 (7)

Poverty Benefit Scheme 38.0 38.0 36.0 (2)

Social Pension Scheme 37.2 47.4 46.0 (1.4)
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Source: Budget Estimates 2019-2020, Government of Fiji  

Table 3: Expenditure of selected Ministries, Other Entities and Programmes ($m) 



4. Bank Lending, Liquidity and the Financial Sector

• In 2019, commercial bank’s lending for consumption purposes 
and investment purposes both declined. In particular, new 
lending for investment purposes declined by 16.7 percent in 
2019. 
 Mainly driven by the real estate and the building & construction 

sectors. 

• New loans for consumption purposes declined by 4.8 percent 
during this period. 
 Not only because households borrowed less for consumption 

purposes but also due to the wholesale, retail, hotels & restaurants 
sectors as well. 
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4. Bank Lending, Liquidity and the Financial Sector

• Bank liquidity in the Fijian banking sector has attracted increased interest 
from time to time. More recently, Fiji parliament has seen intense debate 
on the lower liquidity level in 2018 and early 2019.

• Bank specific factors are strong determinants of liquidity in Fiji (Gounder 
and Gounder, 2019). We find that larger, more profitable, and better 
capitalized banks are likely to hold more liquidity or liquid assets. 

• In addition, we show that government debt securities would have 
implications on the conduct of monetary policy and banking sector 
liquidity management. Looking at components of bank deposits, there is a 
reversal in trend for government deposits. Government deposit holdings 
fell by 16 .7 percent in 2018, after a 33.6 percent growth in 2017.
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4. Bank Lending, Liquidity and the Financial Sector

• Government is using up its deposits in the banking system and the 
shortfall of government revenue in 2018 has had an impact in terms of 
reducing the pool of deposits for commercial banks. 

• This shortfall is evident from the gap between the revenue forecast for 
2018-2019 fiscal year which was $4.2 billion and the estimated actual 
revenue collected was $3.2 billion. As a result, government has had to 
resort to borrowing to fund the shortfall. Beyond fiscal deficit, the need 
for this borrowing arises due to delayed cash flow and increase in fiscal 
spending with lower than expected tax receipts during the financial year. 
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4. Bank Lending, Liquidity and the Financial Sector

• Bank lending and liquidity issues could also be associated with the 
suspension of the Data Bureau Limited in May 2016. It was Fiji’s only 
operating data bureau and the suspension limited the access to credit 
information. The ‘Fair Reporting of Credit Act’ to replace Data Bureau 
Limited was passed by the Fiji Parliament in April 2016 and came in force 
on 26 May 2016. 

• While this is expected to provide the legal framework for credit reporting 
agencies, it is not yet clear whether the Act is in operation. With a credit 
bureau, Fiji fell notably in the World Bank Doing Business rank in 2020 
with regards to getting credit. Fiji is now ranked 165 from 190 countries 
(score is 25/100). 
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5. Merchandise Trade and Tourism 

• Two major trade policy agendas have been implemented in 
the last 5 years:
 Fiji’s first Trade Policy Framework (TPF) was launched in 2015. The TPF 

identifies key policy directions for the conduct of trade in goods and 
services for the next ten years (2015-2025). 

 Melanesian Free Trade Agreement (MFTA) was signed in January 2017 
and is currently open for ratification. The MFTA expands the 
Melanesian Spearhead Group Trade Agreement (MSGTA) to include 
trade in services, labour mobility, investment and government 
procurement between Melanesian countries. 

 Possibility of a Fiji-China Free Trade Agreement (discussion currently 
underway). 
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5. Merchandise Trade and Tourism 

• Merchandise trade deficit 
widened by 20 percent in 
2018 due to growth in 
imports of 14.6% relative to 
growth in exports of 6.5%.

• Tourism earnings grew by 
4.5 percent in 2018 to 
$2,010.3 million. This 
growth was mainly due to 
higher earnings from the 
US, China, United Kingdom 
and Canada. 

• Personal remittances grew 
by 5.8 percent in 2018 
reaching $564.0 million. 
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Figure 5: Merchandise Exports and Imports (Total)  

Data source: Fiji Bureau of Statistics. [p] is provisional. [p]* indicates data is from January to November 



5. Merchandise Trade and Tourism 
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Data source: Fiji Bureau of Statistics. [p] is provisional. [p]* indicates data is from January to November.   
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5. Merchandise Trade and Tourism 
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Data source: Fiji Bureau of Statistics. [p] is provisional. [p]* indicates data is from January to November.   
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Figure 7: Export of Travel and Total Services  



5. Merchandise Trade and Tourism 
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6. Political Stability and Economic Confidence 

• Business confidence has been falling after June 2018, ahead 
of the national election. However, the RBF only explicitly 
noted this in November 2019. 

• Data from RBF’s Business Expectation Survey shows that 
overall business confidence had fallen both in terms of 
expectations for ‘the next 6 months’ and the ‘next 12 months’ 
in December 2018.

• By June 2019, business confidence in terms of the ‘next 12 
months’ had fallen to its lowest since 2009. 
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6. Political Stability and Economic Confidence 

• Lead up and the outcomes of the 2018 general election 
cannot be removed from the reasons why the Fiji economy 
has been slowed down in the lead up to the election and 
post-election. As uncertainty shocks are generated due to 
political instability or uncertainty, businesses and investors 
may postpone or stop capital investment decisions and thus 
the economy. 

• Several politically related incidents can be cited. 
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7. Final Remarks

• Short to medium term outlook is restrained with the economy expected to 
grow at 1.7 percent this year and 2.9 percent in 2021. 

• Achieving growth rates higher than 3 percent will require sustaining high 
levels of investment, especially in agriculture and manufacturing. In this 
lower than expected growth projections for the short term, improving 
domestic revenue collection and prioritizing expenditure is important to 
ensure continued level of debt sustainability. Public investments also need 
to be executed effectively. 

• Deeper reforms are required in areas related to property rights, local 
governance, education, health, housing affordability and business 
environment. These reforms must be systemic changes that contribute to 
productivity and growth. 
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7. Final Remarks

• In the medium to long term, Fiji’s economy faces several risks at the macro 
and micro level. 
 28 percent of the population still lives in poverty. While social 

protection can provide an answer to poverty related challenges by 
reducing vulnerability to shocks and building equity, the government is 
severely constrained in terms of public finances. Where will financing 
for Sustainable Development Goals (SDGs) or development come 
from? 

 The economy is vulnerable to risks related to weather and climate 
change shocks. 

 Growing debt and lack of fiscal space to deal with shocks.  
 External shocks (trading partners, global economy).
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7. Final Remarks

• The short to medium term outlook depends on three factors:
 If investment level picks up through confidence (both political and 

economic) in the economy, this will contribute to increase in GDP 
growth and government revenue growth. Fundamentally, investment, 
either FDI or private investment, has to increase. 

 ‘Ease of doing business' will also impact on which investments will be 
realized. Apart from other aspects related ease of doing business, 
government needs to continuously review the tax and customs 
administration, systems and processes of the VAT Monitoring Systems, 
improving Fiji Revenue and Customs Authority’s stakeholder 
engagement strategies, and improving the effectiveness of trade and 
investment facilitation policies.

 Strategies to implement public sector reform measures to deliver 
efficient and effective services must continue. Civil service reforms? 
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