
5 Macroeconomic Characteristics of PICs 

Traditionally, the PICs have been categorized into the following three groups: large 

Melanesian countries which include Fiji, Papua New Guinea, Solomon Islands and 

Vanuatu; large Polynesian countries of Samoa and Tonga; and Small Micronesian and 

Polynesian countries which include Cook Islands, Federated States of Micronesia, 

Kiribati, Marshall Islands, Nauru, Niue, Palau and Tuvalu. However, it is necessary to 

categorize these countries into different groups by taking into account three key 

macroeconomic characteristics: population, size and GDP. This analysis would provide a 

better picture of the region by mapping out the similarities and the differences amongst 

the members. It would also be useful in assessing the implications/impact of any regional 

initiatives on individual members as well as on different groups within the region.  

 

As categorized in Table 2, Group 1 constitutes of seven microstates (Cook Islands, 

Kiribati, Marshall Islands, Nauru, Niue, Palau, and Tuvalu) each with population less 

than 100,000. The cumulative GDP of these countries is less than 6% of the total GDP of 

the region. These countries have limited resource base and are prone to extreme growth 

and developmental challenges. The second group (Group 2) has five countries 

(Micronesia, Samoa, Solomon Islands, Tonga, and Vanuatu) with a population range of 

between 100,000 to 500,000. Although with a total population greater than that of Fiji, 

the total GDP of these countries is about half the total GDP of Fiji and about 15% of the 

regional GDP. These countries are relatively well endowed with natural resources. 

However, they have limited and narrow productive base and are heavily reliant on 

imports. The third group (Group 3) constitutes of the two larger countries (Fiji Islands 



and PNG). Although Fiji is far smaller than PNG in terms of population, size and GDP, it 

is the most significant and strategic player in the region. Fiji itself accounts for about 

28% of the total GDP with just about 10% of the total regional population. PNG on the 

other hand with more than 70% of the population and almost 90% of the total area 

accounts for more than 50% of the total regional GDP. These two countries collectively 

account for 80% of the regional GDP and 84% of the regional population. They are also 

much better endowed with the resources when compared to the other countries in the 

region. The total GDP of the fourteen FICs equates to just 10.5% of New Zealand’s GDP, 

1.4 % of Australia’s GDP, and 0.023% of the world GDP4.   

 

Table 2: PICs by Population, Size, & GDP 

Group # Population Range  No. of 

Countries 

Total 

Population 

Total Area 

(Sq km) 

Total GDP 

(US$M) 

1 0 – 100,000 7 206,765 1,997 610 

2 100,000 – 500,000 5 1,113,965 45,494 1,616 

500,000 – 1 million 1 862,000 18,300 3,138 3 

Above 1 million 1 5,900,000 463,000 5,654 

  Total 14 8,082,730 528,791 11,018 

Source: Author’s calculations  

 

The small scale, isolation and limited resources result in the economies with narrow and 

limited productive sectors based almost exclusively on primary commodities and some 

tourism services. Agriculture and service sectors account for more than 80% of the output 
                                                 
4 Based on 2006 Figures 



structure for all the countries, except PNG, which has a larger proportion of industries 

(40.9% - see Appendix 1). In addition, the narrow base for exports and heavy reliance on 

imports often results in huge trade deficits and has exposed these countries to significant 

trade shocks, which are often compounded by natural disasters. Small market size and 

isolation has further affected economic growth and development, as investment inflow in 

the region has been limited. The growth rates of the PICs over the period from 2002 to 

2006 are summarized in Appendix 2. On an individual basis, the average growth rate over 

the period from 2002 to 2006 has been very discouraging. Only one country (Solomon 

Islands) has achieved an average growth rate of higher than 4% whilst four countries had 

between 3 to 4%. The two big players from Group 3 remained almost stagnant over the 

period with the average growth of less than 3%. Since 1995, average GDP growth in the 

slowest growing region outside of the PICs was 50 percent higher than that of the PICs; 

and the Asian countries grew 3.5 times faster than the PICs (Borgne and Medas, 2007).  

 

As shown in Figure 2, the average GDP growth of the region as a whole since 2002 has 

been weak and far less than the growth achieved by the emerging Asian countries. At the 

same time, high standard deviation also indicates that the growth among the members has 

been volatile. During this period, some countries experienced healthy growth (as high as 

8%) whist some economies contracted. This clearly shows the vast differences among the 

countries within the region and that different internal and external factors affect 

individual economies.  However, the decreasing value of standard deviation over the 

period suggests some synchronization and integration of these countries. A summary of 

the descriptive statistics for the PICs real GDP growth is presented in Table 3. 



 

Figure 2: PICs Real GDP Growth – Average Annual Change % 
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Table 3: Analysis of the - PICs Real GDP Growth 

Descriptive Statistics  2002 2003 2004 2005 2006 

Mean 1.48 3.04 3.04 2.98 3.70 

Median 2.60 3.20 3.20 2.25 3.00 

Standard Deviation 3.87 2.40 2.40 2.22 1.76 

Minimum -7.40 -1.30 -1.30 -0.20 1.30 

Maximum 5.80 8.20 8.20 6.80 6.10 

95% Confidence Level  2.34 1.45 1.45 1.41 1.18 

Source: Authors calculations 

 



It is even more interesting to examine the average GDP growth rates of the three groups 

separately. Whilst the average growth of the region (all countries put together – Figure 2) 

shows a clear increasing trend over the period of study, the average growth rates of the 

three groups separately is more volatile, as shown in Figure 3. Group 1, which constitutes 

of the seven small states, achieved a more consistent average growth of around 3% over 

the period. Group 2 on the other hand experienced a more volatile average growth, with 

the lowest of -0.04% in 2002 and as high as 4.20% in 2005. Group 3, which comprises of 

the two larger countries, achieved a lower average growth than the other two groups over 

the period, except in 2004 when it had the highest average growth of 4.05%. This shows 

the diversity within the region and the magnitude of the growth and developmental 

challenges faced by these countries. The economic performance of the PICs over the 

period has not been promising.  

 

Figure 3: Average GDP Growth of the 3 Groups 
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