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I. BACKGNOUND

r' ln irs resorution 341132 0f 14 Decenbe t Lg'g, the ceneral Assenbry drew theattention of the internationar corununlty to tie special problerns confrinting ?ongaas a developing island country with a snall population. The Assernbly, rnter alia,appeared ro rhe internationar'conunu"i.v"ri-plJii;;-;i;;..i;i,'#i.iiii;*
technical assistance to longa to enable it to e8tablish esseneial social andeconomic infrastructure. Furthernorer the AsEembly reguested the secretary-Generar.to mobilize the necessary resource' for an effective prograrune of assis.ance LoTonga.

2' rnfornation suPPried by the various speciarized agencies and organizatlons ofthe unised Nationa system on the nature and exten! of lheir assietance to ronga wa€provided to the cenerar 
_Asger'bry in the report of the secretary-cenerar cohtalnealin document A/35/497. In addition, i" ti"-r.p"rt of the secregary<eneralcontained in docunenl A/gS/4gO, the General essenUty was inforned of the stepstaken by the secre lary-ceneral in response !o reGolutlon 34/L32.

3. Arrangements were nade for an incer_agency mlsaion, Ied by bhe Jointce-ordinator of special Economic Asslecanc! erigr".o." in the office for speciarPoJ'iticar euesrlons, ro visir r""9; ;;;--it ti ir ocboer rgge. The mission,sreport. was contained in the report of the Secretary_ceneral.
4' At its thirtv-seventh session, the cenerar Aasembry adopted resolution 371154of I7 December 1982. in which, i{rter allar il'i"qo.ra"a the secretary<eneral toreport. to the Assenbly at tts ttrJifiFttr session on the progress rnide in theecononic situation of Tonga and in irganizing and impteneniin{ it. "p".i.fprogranuE of economlc aGsistance for that 

"o,lrrtry.
5. At the regues! of the covernment of Tonga the present report, prepared inresponae ro cenerat Assembly resolurion 37/L44, is ! su*ary i.*ia.--ii i6 basedon informa t ion 

- 
Provided by the Governnent of Tonga drawn frorn the nid-tern reviewol the Kingdom'!s Fourrh Deveropnen! pran, ige'-i0es. BackgrounJ irriorroitron o'Tongars deveropment need6 and slrategies is contained i.n the report of thesecretary-cen etaL (A/37 /593, sect. ti).

II. ECONO|.{IC SITUATION

6' The effects of the cycrone that atruck Tonga in March 1982 and the subsequentdrought that stretched into rate l.gg3 continued co affect adver€ery the Tongan
"t91:o'y during the period under review. rhe effects of these naturar disasters arestill being felr in 1984_

7' The physicar devastation caused by the cycrone and the ross of agricur.turarproduction resulting tron the comblnation of lyctone and drought led to aaigni'ticant slowing down in the- pace of develoiment ln Tonga. A r.arge proportionof Ehe avallable aid resources had to be diveriea i.nto rehabtlltation andreconstruction' nece.sitaling adj ustnent. to deveropment priorities. By race 1gg3,howeverr nost of the cvclone-relateO projecCs hao Oeen completed and it rrasPoesibre for the Goveriment to resume- coieiaeratron of needs and prioritles under

I

I
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normal conditiona for the forward planning of the second half of the Plan.period.
It was also possibLe for the Government to regume conslderation of the need for
inproved aid progranming, nonitorlng and review, and for atronger focus on regional
and rural developloent.

8. In order to overcoDe the econonic elo{-down that had occurred following the
cyclone and drought, the covernnent proposed a serieE of ,neaEure8 in L983 both to
liberalize the econony and to atimulate econoolc actlvlty. The6e rnea6ures incLude:

(a) Tbe liberalization of wage, prlce and exporc controlst

(b) The prorption of leaslng of agrlcultural Land,

(c) Anendnent of tbe Incone Tax Act to increase di8pogable lncome while alao
Iimiting tar(-avoidance opportunitles,

(d) Revision of inport duties to encourage Eourigmt

(e) Anendnent of legtslation to provide additional incentives for the
establishnen! of industrial enterpr ise6,

(fl The raising of additional local revenues for develolnent purpoBest

(9) The introductlon of savings ln Governnent er(penditures.

These policy lncent,ivea were aubarquently reinforced elth further lncentives to
private sector developnant. Tttig is non a key aEpect of tha Government I s overall
develol[Ent gtrategy.

Groas domest,ic Droduct

9. In the period tgSO/I981 to 1982,/1983, total cDp lncreaaed by 6.9 per cent in
real terns. with an esti,nated population lncrease of J,.7 per cent per annun, the
net per capita increase ln cDp in that perlod rjaa 5.2 per cent compared to Ehe
target rate of 4.2 psr cent.

I0. At the aectoral lcvel, trosev€r, there nas sid€ varlatlon ln performance, rdlth
the productive sectora all shqing rates of g rorytb belos planned targeta rrh lle the
€ervl.ce aectorg all exc€eded thcir taEgets. ID the llght of thc sectoral
perfornance, the GovernrFnt aeea a need for policy initiatlveE to provide stinulus
to the productive Eectora, in partlcular to rgriculEure, fiaheri€s and
nanufactur 1ng.

Ext€rnal trade

I1. The external trade accounts shoo an ever.{ld€ning trade gap. Betseen 19?g antl
1982' the irnpor t bUl alnost doubled, rrhile export revenues have been falling off
slnce 1980 (see table Il . Tbe trade deflcit has, to aome e*tent, b€en offset by
incone from invisible itens ln tlre current account (Eee table 21. Itorrever, the
Go\ternnent ie concerned both elth the trade ateflclt and the potential volatility of
remlttance lncone and other transf€r paynents.
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Tablc I

StEuctura of trade

(Thouernds of I'ong.n dotlar8 g/)

1982l98I1980r9791978

Expor ts

Itqrort6

Trade brlance

Prlnclpal exporE6

CoconutB

Deaa lcated cocdtut

Cop!a

Cocoout oII

Coconut Eeal

Subtotal,
coconut producta

Banan s and plantain

Bater-nelon

Root crops

Van i lI!

otbcr agrlculturrl psoduc.

Subtotll, other
agricultuleI productB

OthcE expor ta

R€-exports 9/
lotal exports

5 078

22 318

-L7 2lO

55

7,lI

2 980

3 775
-..1-

193

Is{

r51

l8r

9{

773

7 0L2

26 2I0

-19 198

7168

30 I35

-22 967

60

688

943

3 045

198

4 935

414

150

675

26r

224

I 724

6 330 g/

35 089

-28 759

3 616

tlI 205

-37 559

14

r 083

r 687

t 87r

78

4 763

7l

729

2 052

L L72

97

1l 191

46

240

L 29L

126

I705

(

20I

328

5 078

t05

745

7 0L2

z5L

258

7 168

567

r 157

7 487

31s

212

683

47

142

r 399

516

t6l

530

276

1{9

I632

89

253

283

629

58

I312

631

642

4 288 I
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Tabl,a I (contlnued)

1978 I979 1980 l98l 1982

Pr1nc ipal lmpor ta

Fd producta

!4anufactured g@da

Machlnery and tlansport
€qu lPnent

Fuela and lubr icrnta

orhe! g/

Total lnpor ts

7 805

6 085

3 785

2 3lr

2 332

22 318

I667

6 649

5 769

2 635

2 49L

26 2L0

9 0'!9

I 202

5 r00

| 29!

3 492

30 135

9 {t8

9 391

5 242

5 777

5 231

3s 089

I 936

9 rllS

6 029

5 715

11 I07

41 205

I , { Er(change rate of paranga, or Tongan dollrr, ag.lnat onc Uniteal Statcgalollar !

1978 _ 0.908
1979 - 0.885
1980 - 0.904
1981 - 0.9t3
1982 - 0.855
1983 - 1.005

Octobcr 1984 - I.I9
Excludes re-exfrorts.

Includlng J€t rvlation fuel.
Largely agrlcultural ch.Elcals rnd f€rtillress.

v
g
g

)
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ITable 2

Bal.nce of pavnents, lg8ll1982_I902l198 3

(Thousanda of Tongan dollars)

798L /L982 L982/L983

Trade balance

Expor E

Impor t

-27 636.6

7 140.6

34 777 .2

4 972.5

-337. r
4 263.1

I 046.5

3 006.9

433 .l
573 .8

018.6

L2 337 .7

362.0

r0 734 .8

-411. 9

-3 361.4

-28 008.8

5 419.0

33 427.8

1359.8

-806.4

2 093. s

82.7

3 22A.2

-0.8

229.O

75 5.9

862.7

-688. 4

515.0

933 .4

654 .9

I

3

4L23

t0

-t

l5

Non-factor servicea

Freight, ineurance and
other transportation

?ourist and other travel
Other non_factor servlcea

Factor serviceg

Interest, dlvidends and rents, etc.
Other facto! seEvlcea

Current. transfer€

Remi t.tances for reaidentE

Remittance€ for non_r€sld€ntg

cifts, donations, contributions, etc.
Other current. trangfera

Current account balance

(
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Government budget

(a) Recurrent budget

L2. During the period under revien, the coverrunent budget position vtas brought
{itbin the Plan target. Expendltures, whlle increaglng at a slighEl-y faster aate
in real terns than revenue - 10.9 per cent per annun agalnst 9.1 per cent per annum
for revenue - renain below the Plan level of 28 per cent of GDP. Nevertheless,
measures have been introduced to try to contain expendlture gro{dth nhilst at the
sarE time raiaing departmenlal efflciency and additional levenue (see table 3).

(b) DevelopmenC budget

13. The develoPment budget has continued to be doninaged by external aid resources
(see table 4). Allocations f roril the recurrent budget to develoglent aid rernalned
very nuch a residual and have been negligible in comparlson with external f loi'rs.
on occaaionsr local development loans flnanced by public aubscriptlons have
suPPlemented other local resources allocatecl to developnent. The lack of local
resources has been a conalraint since theae resourceg can be used in a very rnuch
nore flexible nanner than external ald funds to neet prlority needs.

14. For the foreseeable future, Tonga niLl- be dependent on external aid flows for
it6 developmen! prograrrne. Fortunately, Ievels of assistance from major bilat€ral
and multilateral donors have, on the uhole, been nainlalned in real terms desPite
the problems cauged by lhe norld rece6gion of l9e0-1983.

Rural and reqional developnent

15. In accordance rrlth the obJectives of the Fourth Developrnent Plan' regional and
rural development has been given much greater attentlon than in the paat. Almost
200 rural projects have been sponsored by the Rural Developnent Unit through its
Rural DevelopnenE Fund and SnaII Project Fund.

15. The emPbasis on rural and regional developnent ls also helping to overcome
Past Probletns arising fron lack of conrnunicatlon wlth the population and their
EartlciPaCion ln the developnent process. fhe Government feels, hotever; that more
needs to be done to dake deveLopnent workshops effective vehicles for nobilizing
funda to implement the regional developnent progranunes.

L7. one objective of lhe rural developnent prograEle was to assist ln the EPread
of develoPnent to the rtpre isolated islands and to regions other than Tongatapu.
During the period under reviee, whilst Tongatapu recelved the largest proportion of
develoPmenl funds (58.9 per cent), this was 1e6a than its proportlonate share on
the basis of population.

ltanpower and enploynent

18. The Government contlnues to be concerned about the appaEent level of
unernPloyment. There is also concern over the apparent continuing population drift
to Tongatapu, although lack of atefinitlve data on lnternal and external nigratlon
Preclude a detailed analysis of this phenomenon.
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lable 3

Gov€rnnent recurrent budget

(Thouaands of Tongan dolLar8)

Year ended 30 June

1980/1981 L98L/L982 L982/t983

R€venue

Inco@ tax

Indirect taxes

Taxea on lnPorts

Incorne from aervlcea plus aalc
of conernnent cotmoditiea

Inter€Et

Other incone

Iotal revenuc

l66l
228

7 037

2 907

596

r42

L2 571

I 910

262

I203

4 49L

7 55

103

L5 724

2 404

254

9 337

5 203

940

L22

(

18 260

RecurrenC expenditures

Bcononlc aerviceB

soclal servicea

Adninl€trative scrvice8

Tranaport and rrorkg

Conrnunlcat i,ona

orher g/

Total recurrent expendlture

Current balance

I 469

3 735

3 728

r 591

5?7

656

11 758

r 748

4 748

5 477 9/
2 76L

722

810

r 652

4 956

5 084

3 248

920

1 115

L6 256 16 98s

8r3 -542 L 27s

{

v
Includes $4 I rdiUlon for dlgaster relief.
Includ€a trrnafera to devclopnent budget.

(
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Table 4

Developnent (capltal) budget

(TtrouEands of Tongan dollar3)

Year ended 30 June

]979 /L980 1980/198r I98L/1982

Economic services

Infrastructure

Soclal €ervices

Admlnistrative servlces

Total expenditure

Recelpts g/
(of which flom dome€tlc aources)

Balance

Estinated percentage of
developnent expenditures
funaled fldn external sources

1261

79L

392

435

393

545

467

356

340

531

323

615

I

I

2

I

2 880

2 692
14241

-1.88

4 762

5 034
(450 )

+272

3 809

3 073
(r56 )

-44

n. a.

L9 362

98 n. a.

Estinated value of excernal
aaalstance not pasalng

il Includea on!.y external flnanclal aaElstance

9/ In k1nd, of dilectly alisbursed by donor.

n.a. = not available.

(grants or loans) .

)
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19' A nunber of s.udi.a aaa to b€ undrrtakcn in thc gecond half of the pran perlodto Provlde daEa oh th€ poputltton manpor.r and euproyraent sltuation tn tle countryso that a reari.tlc Danporer planntng- cx-r"i"" i"" bi cerriea out-as-;ari or theinput to the Flfth Dlv€Iopnent pLn.

20. As a reaurt of the.cycrone of ltrEch r9g2. th! aectorar alrocatlon ofdeveropment funda waa at,stoEted through o.-ni"a to dlvert rr.aiie-t;- -
reconatsructi'on and relref opcratlons. Although thla raa a short-iern deveropnent,there rras a narked flu in th€ reunt of reeourcea ueing speit on pioau"af.r" o.lnfrastructure projecta and a corrc.l'nirng- iiai.a"" rn axpendrtures on aoclarservicea and adminratEatl.n. Thir thort-t;rn trenat waa in contraatiction wlth planobJectives.

2I. In lhc latter plrt of the rcvleu pertoat, a greater alegree of forsardprograntrlng 0f projects haa becn adoptcd. tlhls ha6 been ficllttated by a higherrever of Erafflng in thG centr.r pr.ini"e o"piit *nt rnd through nore frequenrcontact and li'alson eith a'. donora. rryroveat forrard prograrmlng ls expecteat toreault in a nore co-ordlnatGd approach tl sactosal rGaourcea allocation so that theapparent trend aray fEon thc prductlvc s.Ctor! can be harted.
22. I rnaJor constrllnt ln Tonga. a plannlng actlvttle3 la the lack ofconprehenEive, accurate and tinaly aata. itrllc gome progreaa haa been made, thereatlll remaln large gap€ ln thc natlonal rtatlstical baae. The covernnent iscontlnuing tta efforta to str€ngthen thla araa.

IIt. SPECIAf, PRGRNiUE OF ECONOIIC ASSI STANCE

23' rn october 1982, the- Governnent of Tongl prescnted the inter-agency mlaslonwith 48 projects for nhlch raslatrnce r." uig.ntry nccded. The total cost of theprojects was t58.1 nillion and they nere orlintcd rn the nain to short-tern anatnedlum-tern devaropnent needs, in confornity ulth the priorrtles of the current
I.iY:l:lI. d""elopmenr plan (a3 norrtf led by the economic inpact of rhe lrtarch L982hutrlcane).

24: nhile the projects focus n lnly on dlvelopment needa, several projectsrelatlng Co poEt-hurricane recongtructlon s€re lncluated.

25. Ttre etatus ot the funding anat lrqrlencntatlon of tbe projeEta in therecomnended FpeciaL progra me of cconomlc asatatanc€ ra ahorn ln table 5 ber.ow.

(

I
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lable 5

Proiects ln Ehe Epeclal pEograflie of econonlc assiatance

(Thousand€ of United states dollarE)

Estlmatcd
PEoJect coat status aE at 30 septenber 1984

1. Agr lculture

A-l Revltallzatlon of the 3 I85
coconut lnalustry Continuea undeE Ner' zealand

fundlng
A-2 Revitallzatlon of the 32 )

banana lnaluetry )

A-3 Llvestock developnent 331 Negotlations in progress wlth
New zealand

\ A-4 support for agrlcultural 297 FAO Technlcal Co-oPeratlon
) exten€lon servicee Prog ramne fundedt started

lraY 1984

A-5 lteplacenent of agri- 213 Llrslted asalstance under
cultural nachlnery New Zealand fundlng

2. Fi€herieE

F-I A€slatance to worst- I OOO Inplemented by naEional dlsaater
affected areas relief offlce with multilateral

funds

E-2 IrE rovementa in fish 300 Continues under Australlan
rnarketlng funaling, Asian Devel;Fent Bank

loan and Corutonwealth Funal for
Technlcal Co-oPeration
a€6iatance

F-3 Flshertes develoFrnent 95 Extenated one year wlth
advtaer com,onwealth Fund for Technical

Co-operatlon funding

F-4 Connerclal fishettes 2 500 Under revlevr
alevelopnent

\ 3. Transpor t

t-l Inprovement of the road I 650 Continue6 under AuEtEalia/
systen Nen zealand funding

/...
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Table 5 (cqltinued,

Proj ect
Estlnated

coat Status as at 30 Septenb€r lggi!

T-2 Improvements to outer-
island alrportE

T-3 Upgradlng of Fua r anotu
Airport, Tongatapu

I-4 Construceion of a ne$
eliFray

il. Connunicatlons

C-I Inter-lslanat
teleconmunlca t i^ona

C-2 ShltFto-shore coaar
station

C-3 !,rereorological/air
trafflc control
tink wlrh Ftj 1

C-4 Upgrading of radlo
broadcascing

C-5 Extension of
telecon|!|unicatlons
tralning school

C-5 Expanslon of Eelephone

, network, Tongatapu

Continues under Auatral la/European
Bcononic Cotnmuni ty funatlng

Terminal extenslon conpleted under
regional united Natlons lcaEt
developed country fundlng,
contlnuatlon proposed for
Au8trallan funding

ConBidereal for Buropean Econot$lc
Contrlunlty fundlng

Prq)oaed for Australia/
Japan funding

Proposed foE Japaneae fundlng

No developnents

No funding idenrifted

Fundeal by Australla

Funded by NeH Zealand

Aai,an Developnent Bank
loan funded

No deveLoprrEnts

A€ian Development Bank approacheal

{ 1I7

I t60

{ 300

2 57s

400

3s0

(

620

35

75

5. Manufactur lng and comnErce

m-l Addlt lonal bulldings at
Snall Industries Centre

!,1-2 Expanslon of area of Snall
Indu6trieE Centre

Ir{-3 Tool roon/servlce centre
at Snall fndustrles
Centre

68s

L75

75 I
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Table 5 (continued)

EBtinated
Proj€ct cost Status aa at 30 Septenber I98{

u-4 E3tabliahrEnt of a 390 itapan and Aslan Developnent
snall industriea Bank aPProached
centfe on Vava I u

tt-s Food Technology and 200 )
Pllot Production )
Centre ) @ntlnues under New zcaland

) funding
u-6 Upgradlng of Government 95 )

printlng facllltles )

rt-? EBtablidhment of 500
. handicEafte centre,

Nuku I alofa
\I 6. Healch

H-l Urban serrerage and 196 Contlnues under nfio/ttNICEF
dralnaqe fundlng, extension proPoEed for

unlted states AlD,/Australia/
federal RePublic of Gernany

H-2 Upgrading of Niuatoputapu 90 contlnuea under New zealanal
DlspensaEy fundtng, extension Proposed for

Agfund co-funding

H-3 Extenslon of Niureihl 165 Contlnueg under AuEtralian
llospltal, rEua fundlng. extension ProPosed for

Agfund cGf unding

It-{ Nutrltion planner 102 Contlnuea under linit€d
ITNICEF fundlng

7. Dleaat€r preparedneag

IFL Storage faciLities for 9,t )
emergeocy suPPliea

D-2 Publlc disasEer-awarenesa 70
Prograrme

, D-3 Conatruccion of
foreshore
protectlon,
TongataPu

No d€ve lolnents

continues nlth federal RePubllc of
Germany aoft loan

r0 300
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lable 5 (corrtinued)

Estinated
Project cost status as at 30 Septenber 1984

8. ReconaCructi,on,/consErucCionffi
B-I Reconstructlon of z 960 rnplemented under Australian/

Lorr-coEt houblng Nel, zealanavEuropean Economlc
Cotru|unity funallng

v2 Reconstructlon of 3 5?6 Inplenented with Aalan Develolnent
danaged schools Bank loan

B-3 Builaung for atorage 69 No develolmenta
of vital stattstics

B-4 Reconstructlon of public 600 Continues under partial
bulldings in Harapai Auetrallan funding
and Vava,u

B-5 Niuatoputapu seconatary 630 rnpretflented under Auatralian I
School fundlng

8-6 ConEEruction of bonded {50 )
rrarehouse/cold store )

) No funating ldentlfled
B-7 Construction of 3 250 )tourist hotel )

9. Econonlc develotment

E-l Rural and reglonal 7SO ContinueE under Australia/
developrEnt Nee Zeal.and fundlng, Agfund
Programne co-funding propoaed

E-2 Asaistance to Tonga t 2OO Implemented slth granta frdn
Dcv€lopnent Bank Australla^ee aealanal and loans

fron Internatlonal Fund for
Agr lcultural Develogn€nt/Asian
Developnent Bank

E-3 Manpower planning 73 No developnsnta. consl.deEed for
associate expert acheme (Unlteal
Nationa De[raE hnent of Technlcal
Ceoperatlon for Develo €nt,l I'l

E-{ Energy ce-ordlnation 300 Starting under UNDP energy
unit account funitlng
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Table 5 (contlnued)

Project
E6tlmatGd

coat statua a€ at 30 Sept€mber 1984

E-6 ttP'tradlng of Golrernn nt 9{ Continuea under Comonuealth

E-5 Strengthenlng the
Ltiniatry of Labour,
Conmerce and
Industr iea

Total

{50 continuea unal€r liniteal
cmtorfiealth Fund for Technical
Co-operatlon f,undlng

Fund for Technlcal CroPeration
fundlhg

250 Contlnues under EuroPean
Econonic Contrunity fundlng

35 Continues unater Australla,/
Neu ze.IlndlUNDP/FAO fundlng

unit

10. supDor t, for reqional
ProfecEa

' R-I Rural Developnent
Centre, Tongatapu

IIf R-2 Felltrships in
aqr iculture.
fisheries and
fore6try

58 05{

)




