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OUTLINE OF PRESENTATION

« Economic Peformances

What iIsthe Major Challenge for
Pacific | slands?

How Can We Meet this Challenge?
-L essonsfrom Asia

Conclusion




PERFORMANCE

Copyraht 2004 fijilive.com
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ASIA HASITSOWN CHALLENGES

About OneThird of World Population
Poverty

Corruption

Environment

Geo Palitics

e Terrorism

Reserve Bank of Fiji




GROWTH: ASIA v PACIFIC
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GROWTH IN SELECTED PACIFIC
COUNTRIES
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Reserve Bank of Fiji UNESCAP Report/ central banks quarterly reports.




FIJI'SECONOMIC GROWTH

Percent

1996-2004 Avg Gronth Rate =2.4%
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Reserve Bank of Fiji Source: FIBOS & Macroeconomic Committee 9




FIJl : GDP GROWTH
2006 - 2008

Avg Growth Rate = 2.6%

2006(F)

Reserve Bank of Fiji




HUMAN DEVELOPMENT INDEX (2003)
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FACTORSAFFECTING
ECONOMIC GROWTH

Smallness/ | solation
Globalisation

L oss of Preferential Accesses
Weather / Environment

L ack of Capacity

e Political Instability

RESS an




WHAT ISTHE SINGLE MAJOR
CHALLENGE FOR PACIFIC ISLANDS?

LIFT ECONOMIC GROWTH
SUSTAINABLY

e SUstainability / Inclusivity
e Jobs

eLiving Standards

e Poverty
*MDGs




HOW CAN WE RAISE GROWTH
SUSTAINABLY?
(LESSONS FROM ASIA)

ONE ANSWER: PRIVATE
SECTOR DEVELOPMENT

e Sustainable Platform

e Size

e Roleof the State

Reserve Bank of Fiji




ROLE OF THE STATE

* Provision of public goods

e Provision of soclal services

e Conducive environment for private
sector development

e “Thebest government isthe least
gover nment”

Reserve Bank of Fiji




INVESTMENT
IS THE GREATEST

HURDLE




INVESTMENT GROWTH

Per cent of GDP
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PACIFIC ISLAND INVESTMENT RATES

Per cent of GDP
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Reserve Bank of Fiji Source: FIBOS, RBF Estimates, 2006 ESCAP Report & Jan 2006 IFS 18




INVESTMENT

% of GDP

Developing Countries Average/ Government’s Target = 25%

Gover nment
Gap = $400m }

5 Statutory Bodies & Public Enterprises

1977 1981 1985 1989 1993 1997 2001 2005(e)

Reserve Bank of Fiji Source: FIBOS and RBF Estimates 19
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EASE OF DOING BUSINESS
(World Bank Ranking)

New Zealand
Singapore
United States
Australia
Hong Kong
Thailand

Malaysa 91 China
Korea 113 Philippines

115 Indonesia

35 Tawan 116 India

Reserve Bank of Fiji Source: Doing Business in 2006 (World Bank)




CANNOT LIFT
GROWTH
SUSTAINABLY

WITHOUT
REFORMS




OVERVIEW OF REFORM S

Public Sector Reforms

Public Enterprises Financial
& Public Sector M anagement

Reforms Reforms

Civil Service
Reforms

Reserve Bank of Fiji




SECTORAL & ENTERPRISE
REFORMS

e Agriculture

e Finance

e Corporate




BENEFITS OF REFORMS

|mprove delivery of service
Better allocation of resources

Reducetax payers burden

Asia and Samoa’s experiences

Complex and sensitive

Reserve Bank of Fiji




REFORM MYTHS
Too Small

Pacific Istoo unique
Take away jobs

Too costly

Too painful

Only for the public sector

_Can grow without reforms

Reserve Ban i




EXPORTS




SHARE IN TOTAL WORLD
EXPORTS

e 1965: Asia accounted for 7%
of total world exports

e 1997. Asiaaccounted for 19%
of total world exports

o 2001: Asia accounted for 21%
of total world exports

Reserve Bank of Fiji




% OF TOTAL WORLD EXPORTS
2004
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Reserve Bank of Fiji Source: International Financial Statistics o8




% OF SELECTED ASIA PACIFIC EXPORTS - 2004
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Reserve Bank of Fiji Source: International Financial Statistics 29




EXPORTSAS% OF GDP - 2004
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Reserve Bank of Fiji Source: International Financial Statistics (Jan 2006) 30




USE THE BIGGER WORLD
MARKET

Cannot grow on small domestic markets
—unlike Asia

Need foreign exchange reserves
Diversify - Services

Competitiveness

World Trading Environment

Reserve Bank of Fiji




COMPETITIVENESS

| essons from Asa

e Greater capacity utilization
Resour ce allocation according to

compar ative advantage
Exploitation of economies of scale
Technological Improvements
Efficient management

Reserve Bank of Fiji




PRODUCTIVITY

Country Productivity Growth %
1980-2001

China 52
Thailand 3.9
India 3.2
Malaysia 2.8
|ndonesia 1.8
Bangladesh 1.5

Fiji 1.0 (1995 - 2005)

Reserve Bank of Fij Source: UN ESCAP 2006 33




FACTORSAFFECTING OUR
PRODUCTIVITY

e Work Culture

e L ack of Proper Tools

 |nappropriate Technology

e |_ack of skills

Reserve Bank of Fiji




MICRO, SMALL & MEDIUM

ENTERPRISES




SME - % of TOTAL BUSINESS
ESTABLISHMENTS

FACEN Average(98.1) — OECD Average (97.5)
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Reserve Bank of Fiji Source: SEACEN 36




SME: EMPLOYMENT ASA SHARE
OF THE WORKFORCE

FACEN Aver age (68.0) — OECD Aver age (65.0)
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Reserve Bank of Fiji Source: SEACEN 37




SME: DISTRIBUTION BY SECTOR

Agi. Foregry & Minning Manufacturing
B Utilities condruction B Commarce/Trading
B Finance, trangoart, S'VICeSEC
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Reserve Bank of F

CONCLUSION

WE ARE BEING
LEFT BEHIND
BY THE

ASIAN REGION



CONCLUSION

WE WILL CATCH UP IF WE:

» Protect political stability

e Protect macroeconomic
sustainability

 Areoutward looking
e Acceleratereforms

e Raise productivity

Reserve Bank of Fiji




THANK YOU




