Fiji and International Trade

The ability of a Fijian to purchase a bag of New
Zealand grown apples, drive a Japanese made vehicle
or use a Chinese manufactured mobile phone is a direct
result of international trade. International trade allows
Fijians to access goods and services that are otherwise
not available in the domestic market and to also
facilitate the purchase of local products by foreign
buyers.

What Is International Trade?

International trade is defined as the exchange of goods,
services and capital® between trading partner countries
and regions®. A product that a country sells to another
country is considered an export, and a product that a
country buys from another country is known as an
import. As an open economy, Fiji exports as well as
imports goods and services; this allows Fiji to
specialise in what it produces best for export and
increase economic welfare by importing a wider
variety of goods and services into the economy for
consumption or even investment purposes.

International trade allows Fiji to bring in different
varieties of goods and services, providing consumers
with a wider range of choices and lowers prices by
broadening supply sources and strengthening
competition. It also allows local producers to allocate
resources efficiently and avoid wastage by specialising
in the production of goods in which they have a
comparative advantage. In addition, producers are able
to diversify their customer base by exporting their
products abroad and in turn earn foreign exchange.
International trade also encourages the establishment of
newer industries to cater for global demand and creates
employment in the process. Another benefit of
international trade is that it encourages innovation and
can boost productivity by enabling the exchange of
expertise, technology and investment in research and
development through foreign direct investment.

The increasing volume of international trade has made
participating countries more interconnected.  Fiji’s
major trading partners are Australia, New Zealand, the
People’s Republic of China, Singapore, the United
States of America (USA), Japan, the United Kingdom
(UK) and Pacific Island countries. Altogether, these
countries account for 76.5 percent of Fiji’s total goods

! Capital transfers receivable and payable between residents and non-residents
and the acquisition and disposal of natural resources, contracts, leases and
licences and marketing assets between residents and non-residents.

2 Source: International Monetary Fund. (2009). Balance of Payments and
International Investment Position Manual (6th ed.). Washington D.C: IMF
Publishing Services.

imports and 73.8 percent of Fiji’s total goods exports.
The total value of Fiji’s gross international
merchandise trade (imports plus exports) reached $6.8
billion in 2016, an average increase of 3.4 percent over
a 5-year period since 2012.

Fiji’s Trade Position

Fiji currently runs a goods trade deficit, which means
the county imports more than it exports. As a small
developing country with a limited export base, this is
not uncommon. Fiji has a relatively higher import bill
to cater for its growing local demand for foreign goods
and services. These traded goods and services have
evolved over the years in terms of composition as
domestic demand has shifted. Exports and imports
can be classified as either goods/merchandise or
services.

Merchandise Trade
e Exports

Goods or merchandise exports are divided into two
main categories: domestic exports and re-exports.
Domestic exports are commodities grown, produced or
manufactured in Fiji which mainly include sugar;
mineral water; gold; garments; fish; timber; fruits and
vegetables; molasses; yaqona; textiles, clothing and
footwear (TCF); coconut oil and other commodities.
These also include commodities which were first
imported, undergo a significant level of value addition
and then exported to other economies.

In contrast, re-exports are foreign goods that are
exported with no substantial transformation from the
state in which they were previously imported®. Major
re-exports include petroleum products, fish and
returned aircraft. As most regional countries do not
have the storage capacity to import petroleum, Fiji acts
as a trans-shipment hub by first importing petrol and
then re-exporting to its regional buyers. Another item
that is classified similarly is returned leased aircraft. A
country may choose to lease aircraft from a foreign
company (lessor) for a number of years because they
are too expensive to purchase. At the beginning of the
lease period, the aircraft enter the country as imports.
When the lease agreement expires, these aircraft are
returned to the lessor, and are classified as re-exports.

% Source: International Monetary Fund. (2009). Balance of Payments and
International Investment Position Manual (6th ed.). Washington D.C: IMF
Publishing Services.



In the past five years (2012-2016), merchandise
exports rose on average by 0.7 percent. The growth
was attributed to higher earnings from total domestic
exports (2012-2016 average growth of 1.8%) led
mainly by yaqona; fish; mineral water; garments;
timber and sugar which more-than-offset the average
decline in gold; fruits and vegetables and molasses as
well as total re-exports (average decline of 2.7%).

Table 1 — Merchandise Exports (F$M)

have grown in the past five years at an average rate of
4.9 percent, largely led by higher imports of machinery
and transport; manufactured goods; chemicals; crude
materials; food, beverages and tobacco and other
commodities, which more-than-offset the declines in
mineral fuel imports on the back of subdued global oil
prices. However mineral fuel remained Fiji’s highest
import prior to its decline in July 2014.

Table 2 — Merchandise Imports (F$M)

Goods or merchandise imports in Fiji consists of
consumer goods (food, beverages and tobacco,
manufactured goods and miscellaneous items?),
intermediate goods (crude materials, mineral fuels and
oils and fats) and investment goods (chemicals and
machinery and transport equipment®). Fiji’s imports

“ Including garments and other miscellaneous items.
® For analytical and interpretation purposes, aircraft and aircraft related items
have been excluded from the machinery and transport category.

ECONOMIC 2012 2013 | 2014[r] | 2015 | 2016 [p] ECONOMIC 2012[r] | 2013 2014 | 2015[r] | 2016 [p]
CATEGORY [r] CATEGORY
FOOD 404.7 442.6 456.9 459.5 409.2 FOOD 765.0 743.0 | 784.9 800.0 789.4
Sugar 155.7 167.8 201.4 129.4 103.1 - fish 273.4 201.8 | 232.4 200.1 149.0
Molasses 135 15.7 17.2 196 5.9 BEVERAGES & 32.1 36.1 33.6 486 447
Fish 73.4 95.1 79.1 135.9 1325 TOBACCO
Fruits & Vegetables 39.1 2.7 39.1 36.4 36.5 CRUDE MATERIALS 408 48.9 45.0 39.2 66.9
BEVERAGES & 1718 167.2 196.6 208.7 2243 MINERAL FUELS 1,212.0 | 1,219.9 | 1,392.7 | 997.2 726.7
TOBACCO - motor spirit 139.6 1526 | 170.1 146.6 125.9
Mineral Water 160.6 156.4 186.3 199.8 214.4 - aviation turbine fuel 253.3 243.4 270.0 223.3 143.1
CRUDE 98.7 115.0 124.7 1235 89.0 - gas oil (diesel) 672.0 6559 | 784.8 4843 3222
MATERIALS OILS & FATS 483 438 452 472 416
Wood Manufacturing MANUFACTURED 507.8 | 5599 | 599.8 | 696.9 7735
Wood in chips or in 271.7 35.4 45.9 46.5 31.9 GOODS
particles textiles 1427 | 1563 | 1469 | 17838 177.0
Kava 6.6 6.5 7.7 8.8 14.2 MACHINERY & 7658 | 1,822.3 | 1,3406 | 12835 | 15062
ANIMAL & 10.1 56 103 75 8.8 TRANSPORT
VEGETABLE OILS EQUIPMENT
AND PRODUCTS - general industrial 115.0 137.4 | 149.7 183.0 240.1
Coconut Oil 7.3 2.8 5.4 4.9 7.9 machine
CHEMICALS 31.4 26.4 24.5 24.0 30.8 - specialised industrial 113.4 123.5 166.3 180.2 180.8
MANUFACTURED 53.9 471 59.3 772 773 machine
GOODS - telecom & sound 109.5 124.9 173.2 1325 161.5
Textiles, Yarn & 8.8 7.0 7.6 7.1 6.8 equipment
Made-Up Articles - electrical machinery 91.7 113.3 187.1 142.5 169.3
MACHINERY AND 14.0 15.9 12.8 20.5 30.0 - road vehicles 150.5 253..5 258.5 342.9 486.9
TRANSPORT - other transport 79.8 911.8 253.1 145.0 122.2
EQUIPMENT equipment
MISCELLANEOUS 109.4 122.8 118.9 126.9 119.8 of which large items/ 145 816.7 | 1451 95.9 35.9
MANUFACTURED aircraft
ARTICLES MISCELLANEOUS 307.0 358.7 | 376.8 4172 469.3
Garments 92.9 107.0 1011 110.0 102.2 MANUFACTURED
Footwear 12 14 15 15 5.7 GOODs
OTHER 104.4 1091 | 1015 | 1029 | 1330 - garments 35.1 513 41.0 575 57.2
COMMODITIES OTHER 26.3 285 30.4 358 37.7
Gold 132.2 101.2 91.0 93.1 121.0 COMMODITIES
TOTAL DOMESTIC 1,038.1 10517 | 1,055 | 1,150.7 | 11222 TOTAL 4,030.7 | 51989 | 5012.6 | 4,756.8 | 48748
EXPORTS TOTAL EXCLUDING | 40162 | 4,382.7 | 4,867.5 | 46609 | 48389
TOTAL RE- 1,143.6 1,0680 | 1,196.8 | 908.2 814.7 AIRCRAFT
EXPORTS Year-on-Year (%) 46 9.1 11.1 42 3.8
- large items/ aircraft 0.0 37.5 9.4 9.7 0.3 Source: Fiji Bureau of Statistics
- petroleum products 587.1 587.4 504.7 414.4 3493 [r] - revised
TOTAL EXPORTS 21817 | 21197 | 23023 | 20589 | 19369 [p] - provisional
TOTAL 2,181.7 2,082.2 | 22929 | 2,049.2 | 1,936.6
EXCLUDING
AIRCRAFT .
Year-on-Year (%) 13.3 -4.6 10.1 -10.6 -5.5 Services
Source: Fiji Bureau of Statistics
{g ~rovised Services also account for a major part of trade. When
tourists bring in foreign currency to pay for services
offered in Fiji, this is considered as a services receipt
e Imports (export) and when a Fiji resident pays to use a foreign

service, this is known as a services payment (import).

On the receipts side, the services sector in Fiji
constitutes the largest share of gross domestic product
(GDP), accounting for a total of 71.6 percent. Our key
services industry is tourism which is Fiji’s major
export earner, contributing earnings that are more than
double the value of inflows from remittances and
substantially surpasses all other traditional sources of



receipts. In the five year period beginning in 2012,
tourism earnings grew steadily at an average rate of 4.6
percent to $1,602.9 million at 2016 end. Our major
tourism source markets are Australia, New Zealand,
USA, Pacific Island Countries, China, Continental
Europe, UK and Canada.

While on the services payments front, the major
imports for Fiji are transport services, largely attributed
to freight charges.

Fiji’s Trade Agreements

To better facilitate trade and simplify the flow of goods
and services with its trading partners, Fiji has entered
into a number of trade agreements. A trade agreement
is a contract between two (bilateral) or more countries
(multilateral) to establish an exchange of goods and
services where trade exists with reduced barriers.
Some examples of these treaties are the Melanesian
Spearhead Group Trade Agreement (MSG), Pacific
Island Countries Trade Agreement (PICTA), Interim
Economic Partnership Agreement (IEPA), The South
Pacific Regional Trade and Economic Cooperation
Agreement (SPARTECA) and Pacific Agreement on
Closer Economic Relations (PACER). Fiji uses these
agreements to gain a competitive edge over global
market players and to better establish the country’s
trading facilities.

Conclusion

Trade between Fiji and its major trading partners has
increased steadily in the last five years, indicative of
the rise in domestic demand for foreign goods and
services and vice versa. Fiji’'s growing trade flows
have an important impact on foreign reserves levels,
inflation and more broadly consumption, investment
and growth in the economy.

Fiji has gained a lot from international trade including
accessing a wider range of goods and services and
allowing local producers to tap into global markets.
Other benefits include the expansion of local industries
and the resulting increase in employment and economic
activity, and encouraging innovation. Looking ahead,
there are still a number of untapped markets and
products that Fiji could explore in order to expand
international trade and in turn grow the economy.



