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ABSTRACT  
Smaller Pacific Island countries (PICs), namely Fiji, Samoa, Tonga and 

Vanuatu, which have independent currencies and central banks, have 

been experiencing budget deficits for more than two decades. This paper 

investigates the relationship between budget deficits and inflation in the 

four PICs by undertaking an empirical study of relationship between 

budget deficits in the four PICs through a panel econometric analysis. A 

multivariate framework is adopted with a view to avoiding bias arising 

out of omission of relevant variables and the methodology employed for 

estimating a long-run relationship between budget deficits and inflation 

is the Westerlund error-correction-based panel cointegration test 

procedure. The study findings confirm the existence of a strong, direct 

relationship between budget deficits and inflation in all four PICs. 

 

I. Introduction 

Beginning from the early 1990s, donors discontinued their aid programmes for supporting 

recurrent budgets of Pacific island countries (PICs). Donors are now directing their assistance 

towards assisting specific programs such as education and health, and capital projects such as 

roads, bridges and ports construction. Governments in PICs, being the largest employers, 

however are not able to contain their operating budgets. Bonuses and pay revisions have been 

frequent occurrences, whenever revenues from export taxes and levies are high, especially in 

boom years.   

 

Because of their failure to build up fiscal space during good years, governments find it to 

difficult finance budget deficits during lean years when revenues are insufficient to cover the 

expenditures (Jayaraman 2011). Due to slack tax administration and exercise of discretionary 

powers of tax exemption by ministers, the gap between revenues and rising expenditures has 

been widening. Based on experiences in the past during the 1990s, international funding 

institutions have been unanimous in their criticism of fiscal policies of PICs (ADB 2012, UN 

ESCAP 2012, IMF 2012a, 2102b, 2012c, 2012d, 2012e) and attribute inflation to annual 

budget deficits to a larger extent.   

 

This paper seeks to test the hypothesis that budget deficits cause inflation in PICs by 

undertaking a panel cointegration study covering a thirty one-year period: 1981-2011. 



Specifically, the paper examines the long-run relationship by resorting to Westerlund error-

correction-based panel cointegration test procedures (Westerlund 2007) and then proceeds to 

test short-term relationships within an error-correction model. 

 

The paper is organized along the following lines: the second section is a brief review of 

empirical studies; the third section outlines the modeling procedure adopted in the study; and 

the fourth section presents the results of the empirical investigation; and the last section 

presents conclusions with policy implications. 

 

II. A Review of Empirical Studies 
Monetary economists are categorical in their criticism that annual budget deficits, if incurred 

year after year, tend to be funded largely by money creation; and addition to money supply 

creates excess demand, which leads to rise in price level. Their argument is based on the 

well-known classical quantity theory of money. However, the empirical evidence on the 

relationship between budget deficits and inflation is not consistent. In a succinct summary, 

Habibullah, Cheah and Hamid (2011) note that the results of the studies undertaken during 

last three decades are mixed. The highlights of their summary are given here. 

  

The earliest studies on the subject were on the United States. Niskanen (1978), Hamburger 

and Zwick (1981) and Dhakal et al. (1994) came to the conclusion that budget deficits caused 

inflation. However, studies by Dwyer (1982), Karras (1994), Abizadeh and Yousefi (1998) 

concluded that there was no connection between budget deficits and inflation. Studies by 

Aghevli and Khan (1978) on selected developing countries, Chang (1994) on Taiwan and 

Metin (1998) on Turkey showed that budget deficits led to inflation.  While Hondroyiannis 

and Papapetrou (1997) did not find any direct impact of the budget deficit on inflation in 

Greece, Darrat (2000) concluded in his study that higher budget deficits had a significant 

hand in the Greece inflationary process.   

 

Studies led by Cukierman et al. (1992) stressed the importance of central bank autonomy 

(CBA) in inflation control. Their studies lend support to the view that a high degree of CBA 

helps mitigate the inflationary bias of policy. Since central banks are not autonomous in most 

of the developing countries, Brown and Yousefi (1996) came to the conclusion that in the 

absence of political independence of central banks, monetary policy and price stability were 

undermined in these countries. Autonomy would then mean that a central bank can refuse to 

finance government deficits and thus, provide more financial stability than would otherwise 

possible. 

  

In their study on thirteen Asian developing economies, namely; Bangladesh, India, Indonesia, 

Malaysia, Myanmar, Nepal, Pakistan, the Philippines, Singapore, South Korea, Sri Lanka, 

Taiwan and Thailand, Habibullah, Cheah and Hamid (2011) analyzed the relationship 

between budget deficit and inflation. These authors took into consideration the role of money 

supply by examining its impact on inflation. By identifying the causal direction among the 



three variables, the study provided an additional piece of evidence on the growing body of 

literature on the budget deficits-money- inflation nexus. In the next section, we proceed to 

examine the long term relationship between budget deficits and inflation in Fiji. 

  

III. Data, Modeling and Methodology  
3. 1 Data 

The panel study, which excludes Papua New Guinea, which is an outlier in terms of its large 

land area and natural resources and diversified export basis, is therefore confined to smaller 

PICs. Among the smaller PICs, we are constrained to omit Solomon Islands as its data series 

on government finances are not complete. The paper therefore focuses on four PICs: Fiji, 

Samoa, Tonga and Vanuatu. The panel empirical investigation employs annual data series on 

consumer price index and budget deficit as percent of GDP for thirty one-year period: 1981-

2011.  

 

As budget deficits tend to result in rise in money supply and consequently lead to depreciate 

the nominal exchange rate, which further contribute to inflation. Further, with a view to 

minimizing any bias due to omission of relevant variables, we strengthen the analysis by 

adding two variables: namely broad money (M2) in nominal prices and exchange rate in 

nominal terms. 

 

Time series data on consumer price index, broad money and nominal exchange rate were 

obtained from International Financial Statistics CD Rom (2012). Data on budget deficit 

relative to gross domestic product (GDP) in nominal prices were obtained from Asia Pacific 

Developing Countries Key Indicators (Asian Development 2012). The variables, apart from 

budget deficit-to-GDP, are transformed into natural logarithm for the analysis throughout the 

study. Table 1 presents summary statistics of data used in the study.  

 



Table 1. Panel data for study  

 

 

Consumer price index 

(2005=100) 

Budget deficit-to-GDP  

(%) 

Broad money M2 

(Domestic currency, million) 

Exchange Rate  

(Domestic currency/US$) 

Country Fiji Samoa Tonga Vanuatu Fiji Samoa Tonga Vanuatu Fiji Samoa Tonga Vanuatu Fiji Samoa Tonga Vanuatu 

1981-1985 (average) 40.40 29.84 21.95 42.06 6.09 22.65 -1.00 27.66 439.00 38.12 17.70 7777.40 1.02 1.58 1.11 97.73 

1986-1990(average) 53.26 45.20 36.36 58.02 5.40 -2.63 0.89 18.57 748.80 90.68 35.52 14673.60 1.35 2.20 1.35 110.69 

1991-1995(average) 71.07 60.37 49.85 75.82 3.12 16.59 0.27 4.67 1377.18 133.80 53.86 24611.00 1.48 2.49 1.32 115.03 

1996-2000(average) 82.71 72.88 56.94 85.20 3.80 -1.00 1.10 3.14 1452.14 226.32 81.58 32706.20 1.79 2.85 1.47 124.37 

2001-2005(average) 94.88 88.99 83.51 96.72 5.08 1.08 -2.30 0.99 2138.22 389.95 156.96 37211.28 1.96 3.06 2.08 125.55 

2006-2011(average) 121.43 126.01 126.61 114.52 2.25 3.74 -2.06 0.29 3745.41 688.46 282.36 57353.16 1.77 2.56 1.92 99.38 

Over the whole period (1981-2011) 

Mean 78.11 71.62 63.95 79.48 4.25 6.54 -0.48 8.89 1702.56 270.56 108.67 29587.68 1.57 2.47 1.56 112.08 

Standard deviation 27.61 32.38 35.79 24.64 2.21 10.89 2.74 11.33 1143.80 231.36 94.82 16578.91 0.37 0.55 0.38 13.64 

Maximum 137.42 137.68 138.91 120.21 8.67 37.13 7.97 38.82 4347.24 754.99 299.20 60145.70 2.28 3.48 2.20 145.31 

Minimum 35.62 21.99 18.39 38.58 -0.49 -8.84 -6.02 -2.91 364.00 23.10 13.40 3641.00 0.88 1.03 0.87 87.83 

 

Source: Authors’ calculations 

 

 



3.2 Model 

The model employed for the study is written as follows:  

 

(1) 
ititi StrBrerMbdrP   4it3it2it10it ln2lnln

 

  
 

where,  

P is consumer price index (2005 = 100); 

M2 is broad money (in local currencies) in index numbers; 

bdr is ratio of budget deficit-to-GDP (percent); 

er is exchange rate (domestic currency per US dollar) in index numbers; 

StrBr is an artificial variable to capture the effects of structural breaks, which are observed 

from estimated errors and based on Wald tests on parameter restrictions.  

StrBr = 1 for years when structural breaks are observed, and StrBr = 0 for the other years. 

 

The hypotheses to be tested are: (i) bdr and lnP are directly associated; hence sign of the 

estimated coefficient bdr should be positive; (ii) lnM2 and lnP are directly associated; hence sign 

of M2 should be positive; and (iii) lner and lnP are directly associated; hence sign of er should 

be positive. 

 

3.3 Panel Unit Root Test  

Before undertaking the econometric analysis, the first critical step is to verify the order of 

integration of each of the time series of the variables concerned. Accordingly we resort to test the 

null hypothesis of panel series being non-stationary by employing Breitung test, which assumes 

the data are generated by an AR(1) process. For higher-order processes, the first-differenced and 

lagged-level data are replaced by the residuals from regressions of those two series on the first 

lags of the first-differenced data. A number of lags are therefore be used to remove higher-order 

autoregressive components of the series.  

The Breitung testing procedure follows four steps: 

1) We run it

P

p
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

1

  and obtain the residuals itê .  
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ˆ
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ˆ

itv  to obtain *

ite  and *

1itv .  

4) Run **

1

*

ititit ve    , where the error term is asymptotically distributed.  

In the above procedure, ∆ is the first difference operator and Vi is one panel series. The lag order 

P is allowed to vary across cross-sections. The null hypothesis ρ = 1 suggests that the panel 

series contains a unit root. The alternative hypothesis ρ < 1 suggests that the panel series is 

stationary. If Vi is non-stationary, we test for unit root of first difference of Vi, and Vi is said to be 

integrated of order one, i.e. I(1) if ∆Vi becomes stationary. 

 

3.4 Westerlund Error-Correction-Based Panel Cointegration Test 

 

If all variables are found integrated of order one, the next step is to investigate whether the 



variables share a cointegrating relationship. We apply error-correction based Westerlund panel 

cointegration tests (2007) to serve the above purpose. Westerlund (2007) developed cointegration 

tests which have good small-sample properties with small size distortions and high power 

relative to other popular residual-based panel cointegration tests. The underlying idea is to test 

for the absence of cointegration by determining whether the individual panel members are error 

correcting. The error-correct model (ECM) for the current analysis assumes the following form:  
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where αi provides an estimate of the speed of error-correction towards the long-run equilibrium. 

The maximum number of lags p can be determined by using Akaike information criterion, 

Schwarz critierion or Hannan-Quinn criterion. Long-run equilibrium between ln(P) and Xs will 

be evidenced by a negative coefficient of the error correction term 1,
ˆ

ti . 

 

Four test statistics are developed to provide critical values for deciding the existence of panel 

cointegrating relationship. The group-mean statistics Gα and Gτ test statistics test H0: ηi = 0 for 

all i versus H1: ηi < 0 for at least one i. These statistics start from a weighted average of the 

individually estimated ηi’s and their t-ratios, respectively. Therefore rejection of H0 is taken as 

evidence of cointegration for at least one of the cross-sectional units. The panel statistics Pα and 

Pτ are developed to allow both the parameters and dimension of Equation (3) to differ among i. 

The Pα and Pτ statistics test H0: ηi = 0 for all i versus H1: ηi < 0 for all i. Rejection of H0 is 

therefore taken as evidence of cointegration for the panel as a whole. The above tests allow for 

an almost completely heterogeneous specification of both the long- and short-run parts of the 

error-correction model. Furthermore, if the cross-sectional units are suspected of being correlated, 

robust critical values can be obtained through bootstrapping. 

 

 

IV. Empirical Results  
 

4.1 Breitung Panel Unit Root Test 

 

For ascertaining the order of integration of the variables in our model, we applied the Breitung 

panel unit root test, testing the null hypothesis of non-stationarity. The test statistics are 

summarized in Table 2. The Breitung test statistics for levels of series under consideration are 

found smaller than the 5 per cent critical value. However, when we subject the first difference of 

these variables to the Breitung test, we find the test statistics exceed the 5 per cent level critical 

value, leading us to conclude that all panel series described in the above are each integrated to 

order one, i.e.  1I .  

Table 2 Results of Breitung Panel Unit Root Tests 

  

Level First difference 

Trend 
Panel 
means 

# 
lags λ-stat p-value Trend 

Panel 
means 

# 
lags λ-stat p-value 

lnPI  No Yes 2 2.2504 0.9878 No No 2 -2.1468 0.0159 

bd/GDP No Yes 2 -0.9631 0.1678 No No 2 -6.4823 0.0000 



lnM2 Yes Yes 2 0.3729 0.6454 No No 2 -2.9667 0.0015 

lner No Yes 2 -0.8633 0.1940 No No 2 -4.8038 0.0000 

 

 

4.2 Westerlund ECM Panel Cointegration 

 

Since all panel data series are of I(1), we proceed to testing whether there is any long-run 

relationship between price index (P) and budget deficit (bdr). Panel cointegration test results by 

employing the Westerlund (2007) procedures are summarized in Table 3. The Westerlund error-

correction-based panel cointegration tests include the follows settings: deterministic constant; 

automatic lag selection based on Akaike information criterion (AIC) with average lags of 1, 1 

lead in the error correction model based on AIC; and the Bartlett kernel window with bandwidth 

of 3 in the semi-parametric estimation of long-run variances of αi in Equation (3). 

 
Table 3: Westerlund ECM Panel Cointegration Tests 

 

Test Hypotheses Statistic Z-value p-value 

Group-mean statistic Gα 
H0: ηi = 0 for all i 

H1: ηi < 0 for at least one i 
-18.351 -2.099 0.018 

Group-mean statistic Gτ 
H0: ηi = 0 for all i 

H1: ηi < 0 for at least one i 
-3.642 -2.989 0.001 

Panel statistic Pα  
H0: ηi = 0 for all i 
H1: ηi < 0 for all i 

-19.413 -3.646 0.000 

Panel statistic Pτ 
H0: ηi = 0 for all i 

H1: ηi < 0 for all i 
-3.677 0.155 0.562 

 

Westerlund panel cointegration test statistics include group-mean statistic Gα (-18.351), group-

mean statistic Gτ (-3.642), panel statistic Pα (-19.413) and panel statistic Pτ (-3.677). The probability 

values of Gα, Gτ and Pα are less than 5%, providing evidence of a long-run relationship between price and 

controlling factors, including budget deficit. 

 
 

4.3 Panel Long-run effects and short-run disequilibrium 

 

Given the cointegrating relationship between price and controlling factors, estimation of 

Equation (1) yields non-spurious long-run effects of controlling variables on price level in four 

PICs. Due to the existence of autocorrelation in the panel residuals, Equation (1) is developed 

into an autoregressive model as follows: 

 

(4) ititi PStrBrerMbdrP   1-it54it3it2it10it lnln2lnln
 

 

Equation (4) is estimated by fixed-effect (within) estimator (FE), random-effects generalized 

least squares estimator (RE), and dynamic panel-data estimator (DPD). RE estimates are found 

biased since the null hypothesis of no random effects is not rejected by Breusch and Pagan 

Lagrangian multiplier test with 00.02   and p-value = 1.00. FE estimates are found robust, 

firstly due to the null of no fixed effects is rejected at the 1% significance level with F-stat = 

20.52 and p-value = 0.00, and secondly that FE estimates are highly consistent with DPD 



estimates. Furthermore, the Hausman test, which tests the null hypothesis that the RE estimates are the same 

as the consistent FE estimates, yields Chi-sq statistic = 59.03 and p-value = 0.00. Therefore, relative to the RE 

estimator, the FE estimator is more appropriate in the current analysis. 
 

The diagnostic tests for FE estimation of Equation (4) are summarized in Table 4. The test results 

show that the FE estimation is free from autocorrelation, multicollinearity and non-normality 

problems. Yet, estimation suffers from the heteroskedasticity problem according to the modified 

Wald test for groupwise heteroskedasticity. Correspondingly, standard errors are adjusted for four 

clusters in cross-sectional units in order to obtain unbiased standard errors of estimates. 

 

Table 4:  Diagnostic Test Results 
Test The Null Hypothesis Test statistic p-value 

Modified Wald test for groupwise 

heteroskedasticity 

Constant variance of 

error 

chi
2
(4) = 26.63 0.0000 

Breusch-Godfrey LM test of 

independence 

No serial correlation in 

the error 

chi
2
(6) = 5.329 0.5023 

Skewness/Kurtosis joint test Panel residuals are 

normally distributed 

chi
2
(2) = 1.01 0.6023 

Mean Variance Inflation Factor 

(VIF) 

No multicollinearity if 

VIF is less than 5 

Mean VIF = 

3.13 

 

 

The FE estimates of Equation (4) with robust standard errors are reported as follows: 
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The above results reveal there is strong evidence that budget deficit has a positive effect on price 

level in the four PICs. Specifically holding other factors constant, it is seen that a ten percentage 

points’ rise in budget deficit increases price index by 0.02 percent. We also find that broad 

money has positive effect on price. The coefficient of 0.177 suggests that a ten percent increase 

in broad money is associated with 1.77 percent increase in price. The nominal exchange rate, 

which has the expected positive sign indicating a direct relationship with price level, is found 

statistically not significant. Since keeping the insignificant exchange rate in the regression does 

not affect the overall performance of the regression, exchange rate remains in the above equation. 

The artificial variable StrBr, representing years when major structural breaks occurred, has a 

positive effect on price.
1
 The coefficient of 0.066 suggests that, keeping other factors unchanged, 

major structural break on average is associated with 6.6 percent increase in price index. All 

explanatory variables, except lner, are found to be highly significant at the 1% level. 

 

Short-run disequilibrium is further assessed from the error correction model in Equation (3), and 

                                                        
1 The dummy variables StrBr is generated based on outliers in estimated residuals and Wald parameter tests. 



the FE estimation yields results as follows:
2
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The error correction term is significant at the 5% level and has a negative coefficient: – 0.14, 

suggesting that on an average 14 percent of disequilibrium will be corrected within one year. In 

the other words, it takes more than 7 years for the disequilibrium to be corrected, which is a slow 

adjustment. 

 

 

V. Conclusions and policy recommendations 
The paper undertook an empirical study on the impact of budget deficits on inflation in four 

PICS, namely Fiji, Samoa, Tonga and Vanuatu, during a thirty-one year-period (1981-2011). The 

study utilized time series of data on price index, budget deficits, money supply, nominal 

exchange and an artificial variable for capturing the adverse effects of structural breaks on 

inflation. The study findings confirm that budget deficits were responsible for rise in price level, 

just as rise in money supply.   

 

The policy recommendations are straightforward. Authorities have to be aware of the grave 

implications of budget deficits in terms of the inflationary potential of rise in money supply. 

Aside from cutting non-essential expenditures to trim the budget making process, policy makers 

in PICs have to pay greater attention to step up revenue collection and discontinuing the needless 

incentive schemes of tax exemptions and concessions offered by way of subsidies and 

discretionary measures by ministers. Since the relationship between money supply and budget 

deficits is clearly established, central banks have to keep a watch on money supply and advise 

the governments as far as their autonomy under the existing legislation that would permit.  

 

References 

Abizadeh, S. and Yousefi, M. (1998). Deficits and Inflation: An Open Economy Model of the 

United States, Applied Economics, 30, 1307-1316. 

Aghevli, B.B. and Khan, M.S. (1978). Government Deficits and the Inflationary Process in 

Developing Countries. International Monetary Staff Papers, 25(3), 383-415.  

Asian Development Bank (2012). Asian Development Outlook 2012, Manila: Asian 

Development Bank. 

Breitung, J. (2000). The local power of some unit root tests for panel data. In Advances in 

Econometrics:  Nonstationary Panels, Panel Cointegration, and Dynamic Panels, ed. B. H. 

Baltagi, 15, 161-178. Amsterdam: JAI Press.  

Breitung, J., and S. Das. (2005). Panel unit root tests under cross-sectional dependence. Statistica 

Neerlandica, 59, 414-433. 

                                                        
2 The ECM regression is free from problems based on diagnostic tests. The FE estimator is found more appropriate than the RE 

estimator based on the Hausman test. Test statistics are not presented here to converse space, and are available upon request. 



Brown, K.H. and Yousefi, M. (1996). Deficits, Inflation and Central Banks’ Independence: 

Evidence from Developing Nations. Applied Economics Letters, 3, 505-509.  

Chang, H.J. (1994). Impact of Inflation, Output, Employment, and Income Effect in Budget 

Deficits for Taiwan: A forecast of Regional Input-Output Approach. Journal of Policy Modeling, 

16(3), 345-351.  

Cukierman, A., Webb, B. and Neyapti, B. (1992). The Measurement of Central Bank 

Independence and its Effect on Policy Outcomes. World Bank Economic Review, 6(September), 

353-398.  

Darrat, A.F. (2000). Are Budget Deficits Inflationary? A Reconsideration of the Evidence. 

Applied Economics Letters, 7, 633-636.  

Dhakal, D., Kandil, M., Sharma, S.C. and Trescott, P.B. (1994). Determinants of the Inflation 

rate in the United States: A VAR Investigation. The Quarterly Review of Economics and Finance, 

34(1), 95-112.  

Dwyer, G. P. Jr. (1982). Inflation and Government Deficits. Economic Inquiry, 20, 315-329.  

Habibullah, M.S., Cheah, C.K. and Hamid, B.A. (2011). Budget Deficits and Inflation in 

Thirteen Asian Developing Countries. International Journal of Business and Social Science, 2(9), 

192-204. 

Hamburger, M.J. and Zwick, B. (1981). Deficits, Money and Inflation: Reply. Journal of 

Monetary Economics, 7, 141-150.  

Hondroyiannis, G. and Papapetrou, E. (1997). Are Budget Deficits Inflationary? A Cointegration 

Approach. Applied Economics Letters, 4, 493-496. International Monetary Fund. (2000). 

International Financial Statistic Yearbook 2000. Washington, D.C.: IMF.  

International Monetary Fund (2006). Pacific Island Economies, Washington D.C.: International 

Monetary Fund 

International Monetary Fund (2012a). Fiji: Staff Report, Article IV Consultation Mission, 

Washington D.C.: International Monetary Fund 

International Monetary Fund (2012b). Samoa: Staff Report, Article IV Consultation Mission, 

Washington D.C.: International Monetary Fund 

International Monetary Fund (2012c). Solomon Islands: Staff Report, Article IV Consultation 

Mission, Washington D.C.: International Monetary Fund 

International Monetary Fund (2012d). Tonga: Staff Report, Article IV Consultation Mission, 

Washington D.C.: International Monetary Fund 

International Monetary Fund (2012e). Vanuatu: Staff Report, Article IV Consultation Mission, 

Washington D.C.: International Monetary Fund 

Jayaraman, T.K. (2011). Global Financial Crisis and Economic Downturn: Challenges and 

Opportunities before the Small Island countries in the Pacific, Bank of Valletta Review, 43, 

Spring 2011, 44-58. 

 

Karras, G. (1994). Macroeconomic Effects of Budget Deficits: Further International Evidence. 



Journal of International Money and Finance, 13(2), 190-210.  

Metin, K. (1998). The Relationship Between Inflation and the Budget Deficit in Turkey. Journal 

of Business & Economic Statistics, 16(4), 412-422.  

Niskanen, W.A. (1978). Deficits, Government Spending, and Inflation. Journal of Monetary 

Economics, 4, 591-602. 

United Nations Economic and Social Commission for Asia and Pacific (UN ESCAP) (2012). 

Economic and Social  Survey 2012, Bangkok: UNESCAP. 

Westerlund, J. (2007). Testing for error correction in panel data.  Oxford Bulletin of Economics 

and Statistics, 69, 709-748. 

  



Working Papers series 
 

2013/WP 

3 T.K. Jayaraman and Hong Chen, “Budget Deficits and Inflation in Pacific Island Countries: A Panel 

Study” 

2 T.K. Jayaraman and Hong Chen, “Do Budget deficits cause inflation in Pacific Island Countries? 

An empirical study of Fiji” 

1 Biman Chand Prasad, Baljeet Singh and Hong Chen, “Measuring and Decomposing Agricultural 

Productivity: Case Study of Six Pacific Island Countries” 

 

2012/WP 

 

8          Hong Chen, Biman Chand Prasad, and Markand Bhatt “Trade Openness and Labor Productivity in Fiji: 

An Empirical Investigation within an Endogenous Production Framework”  

7 T.K. Jayaraman, Hong Chen, and Markand Bhatt “Inflation and Growth in Fiji: A Study on Threshold 

Inflation Rate” 

6 T. K. Jayaraman, Chee-Keong Choong, and Letlet August “A Study on Relative Effectiveness of 

Monetary and Fiscal Policies in Vanuatu” 

5 T. K. Jayaraman and Chee-Keong Choong “Implications of Excess Liquidity in Fiji’s Banking System: 

An Empirical Study” 

4 T. K. Jayaraman, Rubyna Budhoo, Peter Tari “Institutional Mechanisms for Ensuring Better Monetary 

and Fiscal Policies Coordination in Small island Developing States: Two Case Studies”  

3 Salim Rashid “ Evaluating Microfinance: Academic irrelevance” 

2 Dibyendu Maiti and Biman Prasad “Openness and Growth of Fijian Economy”. 

1 T. K. Jayaraman and Chee-Keong Choong  “Economic Integration in the Indian Subcontinent A study 

of Macroeconomic  Interdependence” 

 

2011/WP 

2 Sunil Kumar and Shailendra Singh “Policy Options for the Small PICc in the event of Global 

Economic Crisis” 

1 Biman C.Prasad “Economic Growth in Pacific Island States:  Addressing the Critical Issues” 

 

2010/WP: 

9 Sunil Kumar and Jagdish Bhati “Challenges and Prospects for sustainable development of Agriculture 

and Agribusiness in Fiji Islands”  

8 Sunil Kumar and Kifle Kahsai “Cooperation and Capacity Building among the Forum Island 

Countries (FICs): Environment and Trade Linkages” 

7 Saia Kami and Baljeet Singh Effects of Demographic “Variables Do Indeed Matter On Demand 

Patterns of Pacific Island Households” 

6  T.K Jayaraman, Chee-Keong Choong and Ronald Kumar “A study on role of remittances in Fiji's 

economic growth: an augmented solow model approach” 

5 T. K. Jayaraman and Chee-Keong Choong  “Role of Offshore Financial Center Institutions in Vanuatu” 

4 T. K. Jayaraman and Chee-Keong Choong “Monetary Policy in Tonga” 

3 T. K. Jayaraman and Chee-Keong Choong “Contribution of Foreign Direct Investment and Financial 

http://www.usp.ac.fj/fileadmin/files/schools/ssed/economics/working_papers/2010/WP_6.pdf
http://www.usp.ac.fj/fileadmin/files/schools/ssed/economics/working_papers/2010/WP_6.pdf


Development to Growth Pacific island Countries:  Evidence from Vanuatu”  

2 T. K. Jayaraman, Chee-Keong Choong, Ronald Kumar “Nexus between Remittances and  Growth in 

Pacific Islands: A Study of Tonga”  

1 Azmat Gani “Economic Development And Women’s Well Being: Some Empirical Evidence  From 

Developing Countries” 

 

 2009/WP: 

16 T K Jayaraman “How did External and Internal Shocks Affect Fiji?  An Empirical Study: 1970-

2008” 

15 T.K Jayaraman “A Note on Measuring Liquidity in Fiji’s Banking System: Two Procedures” 

14 T.K Jayaraman and Evan Lau “AID and Growth in Pacific Island Countries: A Panel Study” 

13 T. K. Jayaraman and Chee-Keong Choong “Shocking” Aspects of Globalization and Pacific 

Island Countries: A Study of Vanuatu 

12 P.J.Stauvermann and G.C. Geerdink "A Pleading for Policy - independent Institutional 

Organisation"  

11  P.J. Stauvermann and G.C. Geerdink “Competition between Regions with regard to Subsidies”  

10 P.J. Stauvermann, G.C. Geerdink and  A.E. Steenge “Innovation, Herd Behaviour  

             and Regional Development” 

9  T. K. Jayaraman, Chee-Keong Choong and Ronald Kumar “Nexus between Remittances and Economic 

Growth in Pacific Island Countries: A Study of Samoa” 

8 Azmat Gani and Saia Kami “Food prices and health outcomes in Pacific Island Countries”  

7 Biman C. Prasad “Sustaining Development in Pacific Island Countries in a Turbulent Global Economy” 

6 T.K Jayaraman “Monetary Policy Response of Pacific Island Countries to Global Economic Downturn” 

 5 Peter J. Stauvermann and Sunil Kumar “Can the Fijian Economy Gain from Ethanol Production?” 

4 T.K.Jayaraman  and Chee-Keong Choong  “Monetary Policy Transmission Mechanism in Vanuatu” 

 3 T.K.Jayaraman  and Chee-Keong Choong “How does Monetary Policy Work in Solomon Islands?” 

2  T.K.Jayaraman and Chee-Keong Choong, “Monetary Policy Transmission Mechanism in Vanuatu” 

1 T.K.Jayaraman  and Chee-Keong Choong, “Is Money Endogenous In The Pacific Island Countries?” 

 

 

 

2008/WP: 

 

20  T.K.Jayaraman and Evan Lau, Rise in Oil price and Economic growth in Pacific Island: An 

Empirical Study. 

 

  19  T.K.Jayaraman and Chee-Keong Choong, External current account and domestic imbalances in 

Vanuatu: A Study on Causality Relationships.  

 

18  T.K.Jayaraman and Chee-Keong Choong, Channels of Monetary policy Transmission mechanism 

in pacific island countries: A Case Study of Fiji: 1970-2006.  

 

http://www.usp.ac.fj/fileadmin/files/schools/ssed/economics/working_papers/2009/WP12.pdf
http://www.usp.ac.fj/fileadmin/files/schools/ssed/economics/working_papers/2009/WP12.pdf


17  T.K.Jayaraman and Chee-Keong Choong, Impact of high oil price on Economic Growth in small 

Pacific island countries.  

 

16  T.K. Jayaraman and Evan Lau, Causal Relationships between current account Imbalances and 

budget deficits in Pacific island countries: A panel Cointegration Study.  

 

15 T.K. Jayaraman, Do Macroeconomic Fundamentals Influence External Current Account 

Balances? 

 

14  T.K. Jayaraman and Chee-Keong Choong, Is Fiji’s Real Exchange Rate Misaligned.  

 

13  T.K.Jayaraman, Chee-Keong and Siong-Hook Law, Is Twin Deficit Hypothesis in Pacific Island 

Countries valid? An Empirical Investigation.  

 

12  Tauisi Taupo, Estimating the production function for Fiji.  

 

11  Tauisi Taupo, Estimating demand for money in Philippines.  

10  Filipo Tokalau, The Road that is; for whom and why: Impacts of tourism Infrastructural 

development on Korotogo Village, Fiji islands.  

 

9  Mahendra Reddy, Sequential Probit modeling of the determinants of child Labour: Is it a case of 

luxury, distributional or Substitution Axiom?  

 

8  Neelesh Gounder, Mahendra Reddy and Biman C. Prasad, Support for Democracy in the Fiji 

Islands: Does Schooling Matter?  

 

7  Sunil Kumar, Fiji’s declining formal sector economy: Is the informal sector an answer to the 

declining economy and social security?  

 

6  T K Jayaraman and Evan Lau, Does External Debt Lead to Economic Growth in the Pacific 

Island Countries: An Empirical Study  

 

5 Gyaneshwar Rao, The Relationship between Crude and Refined Product Market: The Case of 

Singapore Gasoline Market using MOPS Data  

 

4  Bill B Rao and Saten Kumar, A Panel Data Approach to the Demand for Money and the Effects 

of Financial Reforms in the Asian Countries.  

 

3  Bill B Rao and Rup Singh, Contribution of Trade Openness to Growth in East Asia: A Panel 

Data Approach.  

 

2  Bill B Rao, Rup Singh and Saten Kumar, Do We Need Time Series Econometrics?  



 

1  Rup Singh and Biman C Prasad, Small States Big Problems Small Solutions from Big Countries. 

 

 

 

2007/WP:  

 

24  Biman C Prasad, Changing Trade Regimes and Fiji’s Sugar Industry: Has the Time Run-out for 

Reform or is there a Plan and Political Will to Sustain it?  

 

23  B Bhaskara Rao and Rup Singh, Effects of Trade Openness on the Steady State Growth Rates of 

Selected Asian Countries with an Extended Exogenous Growth Model.  

 

22  T K Jayaraman and Jauhari Dahalan, How Does Monetary Policy Transmission Mechanism Work 

in Samoa?  

 

21  T K Jayaraman and Chee-Keong Choong, More on “Shocking Aspects” of A Single Currency For 

Pacific Island Countries: A Revisit  

 

20  Biman C Prasad, Economic Integration and Labour Mobility: Are Australia and New Zealand 

Short-Changing Pacific Forum Island Countries?  

 

19  T K Jayaraman and C K Choong, Monetary Policy Transmission Mechanism In The Pacific 

Islands: Evidence From Fiji.  

 

18  K L Sharma, High-Value Agricultural Products of The Fiji Islands: Performance, Constraints 

And Opportunities  

 

17  Saten Kumar, Income and Price Elasticities of Exports in Philippines.  

 

16  Saten Kumar Determinants of Real Private Consumption in Bangladesh  

 

15  K.L Sharma, Public Sector Downsizing in the Cook Islands: Some Experience and Lessons  

 

14  Rup Singh and B C Prasad, Do Small States Require Special Attention or Trade Openness Pays-

off. 

 

13  Rup Singh, Growth Trends and Development Issues in the Republic of Marshall Islands.  

 

12  B. Bhaskara Rao and G Rao, Structural Breaks and Energy Efficiency in Fiji.  

 



11  Rup Singh, Testing for Multiple Endogenous Breaks in the Long Run Money Demand Relation in 

India  

 

10  B.B Rao, Rukimini Gounder and Josef Leoning, The Level And Growth Effects in the Empirics of 

Economic Growth: Some Results With Data From Guatemala  

 

9  B. Bhaskara Rao and K.L Sharma, Testing the Permanent Income Hypothesis in the Developing 

and Developed Countries: A Comparison Between Fiji and Australia.  

 

8  T. K Jayaraman and Chee K Choong, Do Fiscal Deficits Cause Current Account Deficits In The 

Pacific Island Countries? A Case Study of Fiji  

 

7  Neelesh Gounder and Mahendra Reddy, Determining the Quality of Life of Temporary Migrants 

using Ordered Probit Model.  

 

6  T K Jayaraman, Fiscal Performance and Adjustment in the Pacific Island Countries: A Review.  

 

5  Yenteshwar Ram and Biman C Prasad Assessing, Fiji' Global Trade Potential Using the Gravity 

Model Approach.  

 

4  Sanjesh Kumar and Biman C Prasad, Contributions of Exports of Services Towards Fiji's Output  

 

3  Paresh Kumar Narayan, Seema Narayan, Biman Chand Prasad and Arti Prasad, Tourism and 

Economic Growth: a Panel Data Analysis for Pacific Island Countries  

 

2  T.K. Jayaraman and Chee-Keong Choong, Will External Borrowing Help Fiji's Growth.  

 

1  Arti Prasad Paresh Kumar Narayan and Biman Chand Prasad, A Proposal for Personal Income 

Tax Reform For The Fiji Islands  

 

2006/WP:  

 34  Paresh K Narayan and Arti Prasad, Modelling Fiji-US Exchange Rate Volatility.  

 

 33  T.K. Jayaraman and Chee-Keong Choong, Why is the Fiji Dollar Under Pressure? 

  

 32  T.K. Jayaraman and Baljeet Singh, Impact of Foreign Direct Investment on Employment in 

Pacific Island Countries: An Empirical Study of Fiji  

 

 31  B. Bhaskara Rao and Toani B Takirua, The Effects of Exports, Aid and Remittances on Output: 

The Case of Kiribati  

 



 30  B. Bhaskara Rao and Saten Kumar, Cointegration, Structural Breaks and the Demand for Money 

in Bangladesh  

 

 29  Mahendra Reddy, Productivity and Efficiency Analysis of Fiji’s Sugar Industry.  

 

 28  Mahendra Reddy, Preferential Price and Trade Tied Aid: Implications on Price Stability, 

Certainty and Output Supply of Fiji’s Sugarcane. 

 

27 Maheshwar Rao, Challenges and Issues in Pro-Poor Tourism in South Pacific Island Countries: 

The Case of Fiji Islands  

 

26  TK Jayaraman and Chee-Keong Choong, Structural Breaks and the Demand for Money in Fiji  

 

25  B. Bhaskara Rao and Saten Kumar, Structural Breaks and the Demand for Money in Fiji  

 

24  Mahendra Reddy, Determinants of Public Support for Water Supply Reforms in a Small 

Developing Economy.  

 

23  Mahendra Reddy, Internal Migration in Fiji: Causes, Issues and Challenges.  

 

22  Mahendra Reddy and Bhuaneshwari Reddy, Analyzing Wage Differential by Gender Using an 

Earnings Function Approach: Further Evidence from a Small Developing Economy.  

 

21  Biman C. Prasad Trade: "WTO DOHA Round: An Opportunity or a Mirage for Fiji.  

 

20  Benedict Y. Imbun, Review of Labour Laws in Papua New Guinea  

 

19  Benedict Y. Imbun, Review of Labour Laws in Solomon Islands  

 

18  Rup Singh Cointegration, Tests on Trade Equation: Is Devaluation an Option for Fiji?  

 

17  Ganesh Chand, Employment Relations Bill: An Analysis.  

 

16  TK Jayaraman and Chee-Keong Choong, Public Debt and Economic Growth in the South Pacific 

Islands: A Case Study of Fiji  

 

15  TK Jayaraman and Chee-Keong Choong, Aid and Economic Growth in Pacific Islands: An 

Empirical Study of Aid Effectiveness in Fiji.  

 

14  Rup Singh, A Macroeconometric Model for Fiji.  

 

13  Rup Singh and Saten Kumar, Private Investment in Selected Asian Countries.  



 

12  Ganesh Chand, The Labour Market and Labour Market Laws in Fiji  

 

11  Carmen V-Graf, Analysis of Skilled Employment Demand and Opportunities in the Pacific 

Labour Market  

 

10  Philip Szmedra, Kanhaiya L Sharma and Cathy L Rozmus, Health Status, Health Perceptions and 

Health Risks Among Outpatients with Non-communicable Diseases in Three Developing Pacific 

Island Nations  

 

9  Heather Booth, Guangyu Zhang, Maheshwar Rao, Fakavae Taomia and Ron Duncan, Population 

Pressures in Papua New Guinea, the Pacific Island Economies, and Timor Leste  

 

8  Mahendra Reddy, Technical efficiency in Artisanal Fisheries: Evidence from a Developing 

Country.  

 

7  Paresh K Narayan and Biman C Prasad, Macroeconomic Impact of the Informal Sector in Fiji  

 

6  Biman C Prasad, Resolving The Agricultural Land Lease Problem in The Fiji Islands; Current 

Discussions and The Way Forward.  

 

5  Rup Singh & Saten Kumar, Demand For Money in Developing Countries: Alternative Estimates 

and Policy Implications. 

 

4  B. Bhaskara Rao, Rup Singh & Fozia Nisha, An Extension to the Neoclassical Growth Model to 

Estimate Growth and Level effects.  

 

3  Rup Singh & Saten Kumar, Cointegration and Demand for Money in the Selected Pacific Island 

Countries.  

 

2   B. Bhaskara Rao & Rup Singh, Estimating Export Equations.  

 

1   Rup Singh, An Investment Equation for Fiji  

 

2005/WP:  

 

27  Neelesh Gounder & Biman C. Prasad, What Does Affirmative Action Affirm: An Analysis of the 

Affirmative Action Programmes for Development in the Fiji Islands  

 

26  B.Bhaskara Rao, Fozia Nisha & Biman C. Prasad The Effects of Life Expectancy on Growth  

 

25  B. Bhaskara Rao, Rup Singh, & Neelesh Gounder, Investment Ratio in Growth Equations  



 

24  T.K. Jayaraman, Regional Economic Integration in the Pacific: An Empirical Study  

 

23  B. Bhaskara Rao & Maheshwar Rao, Determinants of Growth Rate: Some Methodological Issues 

with Time Series Data from Fiji  

 

22  Sukhdev Shah, Exchange Rate Targeting of Monetary Policy  

 

21  Paresh Narayan and Baljeet Singh, Modeling the Relationship between Defense Spending and 

Economic Growth for the Fiji Islands  

 

20  TK Jayaraman, Macroeconomics Aspects of Resilence Building in Small States  

 

19 TK Jayaraman, Some “Shocking Aspects” of a Regional Currency for the Pacific Islands.  

18  Bimal B. Singh and Biman C. Prasad, Employment-Economic Growth Nexus and Poverty 

Reduction: An Empirical Study Based on the East Asia and the Pacific Region  

 

17  Biman C. Prasad and Azmat Gani, Savings and Investment Links in Selected Pacific Island 

Countries  

 

16  T.K. Jayaraman, Regional Integration in the Pacific.  

 

15  B. Bhaskara Rao, Estimating Short and Long Run Relationships: A Guide to the Applied 

Economist.  

 

14  Philip Szmedra, KL Sharma, and Cathy L. Rozmus, Managing Lifestyle Illnesses in Pacific 

Island States: The Case of Fiji, Nauru and Kiribati.  

 

13  Philip Szmedra and KL Sharma, Lifestyle Diseases and Economic Development: The Case of 

Nauru and Kiribati  

 

12  Neelesh Gounder, Rural Urban Migration in Fiji: Causes and Consequences.  

 

11  B. Bhaskara & Gyaneshwar Rao, Further Evidence on Asymmetric US Gasoline Price Responses  

 

10 B. Bhaskara Rao & Rup Singh, Demand for Money for Fiji with PC GETS  

 

9  B. Bhaskara Rao & Gyaneshwar Rao, Crude Oil and Gasoline Prices in Fiji: Is the Relationship 

Asymmetric?  

 

8  Azmat Gani & Biman C. Prasad, Fiji’s Export and Comparative Advantage.  

 



7  Biman C. Prasad & Paresh K Narayan, Contribution of the Rice Industry to Fiji’s Economy: 

Implication of a Plan to Increase Rice Production  

 

6  Azmat Gani, Foreign Direct Investment and Privatization.  

 

5 G. Rao, Fuel Pricing In Fiji.  

 

4  K. Bunyaratavej & Tk Jayaraman, A Common Currency For The Pacific Region: A Feasibility 

Study.  

 

3   Sukhdev Shah, Kiribati’s Development: Review And Outlook.  

 

2  T.K. Jayaraman, B.D. Ward, Z.L. Xu, Are the Pacific Islands Ready for a Currency Union? An 

Empirical Study of Degree of Economic Convergence  

 

1  T.K. Jayaraman, Dollarisation of The South Pacific Island Countries: Results Of A Preliminary 

Study  

 

 

2004/WP:  

 

15  Vincent D. Nomae, Andrew Manepora’a, Sunil Kumar & Biman C. Prasad, Poverty Amongst 

Minority Melanesians In Fiji: A Case Study Of Six Settlement  

 

14  Elena Tapuaiga & Umesh Chand, Trade Liberalization: Prospects and Problems for Small 

Developing South Pacific Island Economies  

 

13  Paresh K. Narayan, Seema Narayan & Biman C. Prasad, Forecasting Fiji’s Exports and Imports, 

2003-2020  

 

12  Paresh K. Narayan & Biman C. Prasad, Economic Importance of the Sugar Industry in Fiji: 

Simulating the Impact of a 30 Percent Decline in Sugar Production. 

 

11  B. Bhaskara Rao & Rup Singh, A Cointegration and Error Correction Approach to Demand for 

Money in Fiji: 1971-2002.  

 

10  Kanhaiya L. Sharma, Growth, Inequality and Poverty in Fiji Islands: Institutional Constraints and 

Issues.  

 

9  B. Bhaskara Rao, Testing Hall’s Permanent Income Hypothesis for a Developing Country: The 

Case of Fiji.  

 



8  Azmat Gani, Financial Factors and Investment: The Case of Emerging Market Economies.  

 

7  B. Bhaskara Rao, The Relationship Between Growth and Investment.  

 

6  Wadan Narsey, PICTA, PACER and EPAs: Where are we going? Tales of FAGS, BOOZE and 

RUGBY  

 

5  Paresh K. Narayan & Biman C. Prasad, Forecasting Fiji’s Gross Domestic Product, 2002-2010.  

 

4  Michael Luzius, Fiji’s Furniture and Joinery Industry: A Case Study.  

 

3   B. Bhaskara Rao & Rup Singh, A Consumption Function for Fiji.  

 

2  Ashok Parikh & B. Bhaskara Rao, Do Fiscal Deficits Influence Current Accounts? A Case Study 

of India.  

 

1  Paresh K. Narayan & Biman C. Prasad, The Casual Nexus Between GDP, Democracy and 

Labour Force in Fiji: A Bootstrap Approach.  

 

2003/WP:  

11  B. Bhaskara Rao & Rup Singh, Demand For Money in India: 1953-2002.  

 

10  Biman C. Prasad & Paresh K. Narayan, Fiji Sugar Corporation’s Profitability and Sugar Cane 

Production: An Econometric Investigation, 1972-2000.  

 

9   B. Bhaskara Rao, The Nature of The ADAS Model Based on the ISLM Model.  

 

8  Azmat Gani, High Technology Exports and Growth – Evidence from Technological Leader and 

Potential Leader Category of Countries.  

 

7  TK Jayaraman & BD Ward, Efficiency of Investment in Fiji: Results of an Empirical Study.  

 

6   Ravinder Batta, Measuring Economic Impacts of Nature Tourism.  

 

5   Ravinder Batta, Ecotourism and Sustainability.  

 

4  TK Jayaraman & Rajesh Sharma, Determinants of Interest Rate Spread in the Pacific Island 

Countries: Some Evidence From Fiji.  

 

3  T.K. Jayaraman & B.D. Ward, Is Money Multiplier Relevant in a Small, Open Economy? 

Empirical Evidence from Fiji.  

 



2  Jon Fraenkel, The Coming Anarchy in Oceania? A Critique of the `Africanisation’ of the South 

Pacific Thesis.  

 

1  T.K. Jayaraman, A Single Currency for the South Pacific Island Islands: A Dream or A Distant 

Possibility? 

 


