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the loss of preferences […] in probably
four or five years time, [the garment] sector will as good as disappear. That will
mean, unless you will find some other
promising areas pretty fast there will be
a higher than ever dependence on tourism […]
But every government should realise that
[…] in an era of SARS for example, it is
a pretty dangerous sector to put all your
concentration on (EU Delegation to the
Pacific official 2005; emphasis added).
The former Fijian government has indeed
identified tourism as the most important
growth sector in which it sees its clear
‘comparative advantage’ (QARASE 2002),
laying its hopes in tourism to compensate
Source: ECDPM 2006

for sugar’s and garments’ losses (NARAYAN

Figure 1: A Network of South Pacific Trade Agreements

and PRASAD 2004). However, while the
‘sugar dollar’ stays in the country to almost 100 per cent (EU Delegation for
the Pacific official 2005), tourism in Fiji
- as in most South Pacific Island states
- is characterised by a leakage factor of
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at the same level are rather poor (NARAYAN

between 50 and 70 per cent (HARRISON

called sugar protocol, cutting prices by 36
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2003, LEVETT and MCNALLY 2003). Eco-

per cent (ROY 2006). The sugar protocol

(2004) predicted that if sugar production

nomic leakage relates to tourism revenue

was introduced under the first develop-

was declining by 30 per cent, Fiji’s GDP

that flows out of the country due to im-
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and real welfare would decline by 1.5 per
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economy. Moreover, as noted by the EU

ACP producers each year at a guaranteed

A senior official of the EU Delegation to

official quoted above, it is a rather ‘dan-

price lying approximately 2.5 – 3 times

the Pacific was fully aware of the difficul-

gerous’ strategy to rely on tourism as the

above the world market price (ECDPM

ties Fiji faces:

backbone of the economy not least due
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There are a lot of bad things in this coun-

to the potential for political unrest. The

col– taken unilaterally without paying much

try happening like the lower sugar prices,

various coups in Fiji, as well as the recent

attention to the ACP countries’ pleading

the loss of the garment industry […] With

unrest in Tonga and the Solomon Islands

(Development Committee 2006) – followed an attack by Australia and Brazil who
claimed that the sugar protocol was WTO
incompatible (WILKENSEN 2002).
The Case of Fiji
Fiji constitutes one of the five ACP countries that have been most dependent on
the sugar protocol (ROY 2006). The country’s sugar industry is highly inefficient
and uncompetitive and would thus require
significant structural changes if it was to
survive under the new, liberalised conditions (LEVATIS et al. 2003, NARAYAN and
PRASAD 2004). Prospects for improving
the industry’s competitiveness to such an
extent that sugar production may be kept
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with their negative impact on visitor arrivals clearly illustrate this point (Fiji Times
Online 2007, HALL 1997). It is therefore
essential to diversify the economy.
Tourism Dependency
Source: SPTO 2003: 8

Economic diversification in a small island
states such as Fiji is “horribly complicated”
(DG Development official 2006b). The
EU, for example, tried to assist Fiji in diversifying away from sugar by developing
pineapple production destined for export.

Figure 2: The Economic Importance of Tourism in the South Pacific

After a rather successful start the project

policy choice (WILKINSON 1989). A variety

From a perspective of fostering economic

ultimately failed as Fijian producers were
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economic growth (QARASE 2002) despite
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