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FISCAL STRATEGY STATEMENT 

BUDGET 2009/2010–2011/2012 
REPORTING REQUIREMENTS 

The Public Finance Management Act 2001 specifies principles of responsible fiscal management 
and sets out reporting requirements for the Minister of Finance and the Ministry of Finance. The 
reporting requirements include, under Section 18, the budget address, and a statement of the 
projection of estimated revenues and expenditures for the budget year and the two following 
years – the forward estimates. The reporting requirements also include, under Section 19, the 
Fiscal Strategy Statement to be submitted to the Legislative Assembly as part of the budget 
address.  

The Fiscal Strategy Statement includes an assessment of the extent to which the budget statement 
is consistent with the Statement of Economic Strategy (SES), now called “Strategy for the 
Development of Samoa” (SDS), an explanation of the reasons for any significant differences 
between the current economic and financial situation of the State and the information and 
intentions in the SDS, projections of movements in economic and fiscal data which demonstrate 
intended progress towards achieving the SDS objectives, and the significant assumptions on 
which the projections are based.  

The SDS must be published no later than 31 May of the year the statement becomes effective, 
and an update report (the SDS Update) must be published no later than half way through the 
period covered by the SDS. At present, the SDS is for a period of four years ― Strategy for the 
Development of Samoa, 2008/09–2011/12: Ensuring Sustainable Economic and Social Progress. 

ECONOMIC AND FISCAL OBJECTIVES 

The December 2009 global outlook as presented by the International Monetary Fund showed a 
faster than anticipated recovery from the global economic crisis, driven mainly by the Asian 
economies.  However, the September 2009 Tsunami that devastated much of Upolu Island’s 
South Eastern coast has resulted in an uncertainty as to how quickly Samoa’s economy can 
recover from not only the global economic crisis but also from this tragedy.  Although an 
increase in development expenditure is expected to stimulate economic activity, its effects on the 
fiscal position and debt levels could be detrimental.   

Of great concern are the sectors’ abilities to successfully implement efforts under the Tsunami 
Recovery Plan within the timeframe given.  To date, less than 20% of the recovery plan and 
allocated funds have been utilized and this will spill over to the 2010/11 expenditures.  However, 
the Ministry of Finance is expected to vigilantly monitor utilization levels not only to ensure 
smooth economic recovery but also to ensure that growth and productivity takes hold in both the 
public and private sectors.   

Disbursed outstanding debt is expected to increase in the next financial year as a result of 
concessional financing made available to Samoa.  Whilst this has great advantages, it could well 
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raise the debt to GDP level to an unsustainable mark. The debt management strategy currently 
being formulated is expected to foster the appropriate and manageable debt levels in line with 
current fiscal targets. 

The 2010/11 financial year will pilot the Ministry of Finance’s upgraded template for output 
definitions and performance measures in an attempt to ensure clear linkage of policy and 
priorities in planning documents (such as the SDS and sector plans) with budget allocations set 
out in the approved estimates.  This new framework compliments the newly introduced Medium 
Term Expenditure Framework (MTEF) approach to ensure that priority funding through the 
budget allocation process (and respective forward estimates) aligns with these priorities set out in 
national plans. 

In light of this, the medium to long term fiscal targets remain valid and are re-confirmed as 
follows: 

(a) Aggregate current expenditure to be maintained within a range of 35 – 38% of GDP over 
the forward estimate cycle, to ensure liquidity in the economy is sufficient to foster 
private sector growth and employment; 

(b) Net Public Debt outstanding to be maintained at less than 40% of GDP; 
(c) Personnel costs as a per cent of total expenditure to be constrained to a range of 30 – 32% 

so as to reflect government’s commitment to improved service delivery associated with 
the implementation of performance budgeting; 

 
In addition to these long term objectives, the SDS 2008 -12 establishes the following fiscal 
policy target: 
 

(d) Budget balance is to be maintained within the range of -3.5 and +3.5% of GDP (except 
where larger deficits involve borrowing at concessional rates to fund growth promoting 
infrastructure projects). 

 

REVIEW OF FISCAL AND ECONOMIC PERFORMANCE IN THE LAST 5 
YEARS, 2005/06 TO 2009/10 

Real growth for 2005/06 and 2006/07 registered an average of 2.3% following solid economic 
performance of 5.1% in 2007/08. Economic growth took a turn in 2008/09 with a negative 
growth rate of -4.9%.  This was largely the result of the global financial crisis which adversely 
affected Yazaki and fish exports. 
 
As the economy was recovering from the crisis, the deadly tsunami struck and 143 lives were 
lost and damages to private homes were estimated at around SAT$31m not to mention damages 
to major public infrastructure.   
 
The Tsunami Recovery Plan for 2009/10 was estimated at SAT$58.6million which raised 
development expenditure by 40% over 2008/09.  This increase in government spending is 
expected to stimulate growth for 2009/10 resulting in an anticipated real growth of 0.6% for 
2009/10. 
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Source: Ministry of Finance and Samoa Bureau of Statistics 
 
The target inflation rate of 3.0 – 4.0% could not be maintained since 2005/06 due to rising fuel 
and food prices (See Figure 2).  Unpredictable weather patterns resulted in the shortage of certain 
food crops at the Fugalei Market leading to high prices of locally grown crops. At the same time 
the global food crisis affected the prices of imported components.  As a result, the inflation rate 
for 2008/09 recorded a high of 14.2%.   
 
Inflation for the first few months of 2009/10 showed a downward trend illustrating falling global 
prices and improved global environment.  Inflation rate for 2009/10 is expected to be about 
4.7%, driven mainly by fuel prices affecting electricity surcharges and costs of production in the 
economy. 

 
Source: Ministry of Finance and Samoa Bureau of Statistics 

The overall budget balance remained within the target range of -3.5% and +3.5 of GDP in the 
years prior to 2008/09. Budget balance in 2008/09 however fell outside the target recording 
4.0%. 
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FY2009/10 was exceptionally expansionary resulting in a  budget balance of -8.1% of GDP. This 
was largely due to increased expenditure to support reconstruction following the tsunami of 
September 2009. 

 
Source: Ministry of Finance and Samoa Bureau of Statistics 
 

Tax and nontax revenue showed a steady trend for the period up to 2008/09 and is anticipated to 
dip marginally in 2009/10.  As a result of increased grant money in response to the tsunami, 
external grant is expected to account for 10% of GDP for 2009/10. This would raise total 
revenue and grants for 2009/10 (refer to figure 4 below). 

 
Source: Ministry of Finance and Samoa Bureau of Statistics 

Net lending and current expenditure maintained a steady trend throughout the period with both 
components expected to change by 1.0% in 2009/10 as depicted in Figure 5 below.  
Development expenditure however shows an upward trend beginning 2008/09 driven mainly by 
an increase in planned expenditure for 2008/09. 
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Source: Ministry of Finance and Samoa Bureau of Statistics 

Current expenditure rose for the period (Figure 6) with increases in public service wage rates in 
the earlier years largely responsible. General and Economic Services accounts for much of the 
push in 2008/09, attributed mainly to increases in Infrastructure and Post and 
Telecommunications services.  Current expenditure was expected to drop in 2009/10 in 
anticipation of a tight fiscal stance. 

 
Source: Ministry of Finance and Samoa Bureau of Statistics 

The import cover of official foreign reserves has been maintained over the period and is expected 
to improve in 2009/10 (Figure 7). 
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Source: Ministry of Finance and Samoa Bureau of Statistics 

FISCAL PERFORMANCE IN THE FIRST SIX MONTHS (JUL-DEC) OF 
2009/10 
 
The overall deficit for the period July- December 2009/10 stood at $50.2 million equivalent to 
6.9% of GDP. The current balance saw a surplus of $4.5 million, a turnaround of $19.5 million 
from the budget deficit of $15.0 million. 
 
The outturn during the first six months of 2009/10 was caused largely by the delay in the 
implementation of loan funded projects and current expenditure being well contained at a 
sustainable level. Total revenue collected was above budget for the period.  
 
When compared to the corresponding 2008/09 period, overall deficit expanded by $14.0 million 
driven largely by the increase of $32.2 million in total expenditure, which more than offset the 
increase of $18.1 million in total revenue. 
 
Total revenue and grants collected was $269.3 million of which 71.6% was from tax and non tax 
revenue and 28.4% from external grants. The aggregate amount registered an increase of 7.2% 
compared to the same period in the previous financial year but recorded a shortfall of 2.6% 
against pro rata estimates. 
 
Total revenue recorded $166.5 million from tax revenue and $26.4 million from non tax. Tax 
revenue was $5.6 million above pro rata estimates. This rise was driven by taxes on income, 
taxes on international trade and taxes on goods and services which increased by $2.9 million, 
$0.3 million and $2.9 million respectively.   
 
In the non-tax revenue category, $8.2 million was recorded above the budgeted amount. This 
favorable outcome was largely influenced by the increase of $7.2 million in Property and 
Investment Income followed by a surge of $1.0 million in Cost recoveries, licenses and fines. 
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External grant of $76.4 million in the first half of the fiscal year, was on par relative to pro rata 
estimates. 
 
Total Expenditure and Net Lending for the first six months of 2009/10 amounted to $319.5 
million. At this level, overall spending was lower than the pro rata estimate by $16.4 million. This 
result was a combination of low level of current expenditure and development expenditure. 
 
Current expenditure for July-December 2009/10 stood at $188.4 million, $5.7 million (or 3.0%) 
lower than pro rata estimates. This was largely driven by the drop of $9.90 million in Other 
expenditure category followed by declines of $2.1 million and $0.8 million in Interest payments 
(on Public Debt) and Social Services respectively. Offsetting this fall are increases of $3.5 million 
and $3.4 million in Economic Services and General Services. 
 
Development expenditure totaled $124.2 million for July-December 2009/10 which is $11.4 
million below the pro rata estimate. This reflects the slow progress of loan funded public 
investment projects (such as the Sanitation and Drainage, Government Office Building Complex, 
etc). Net Lending was $0.6 million above pro rata estimate. 
 

 
Table 1: Government Finance (2004/05 – 2009/10) 

 Provisional Actual Budget 
 

Provisional Pro-rata 

 2005/06 2006/07 2007/08 2008/09 Jul-Dec 
2008/09 

2009/10 Jul-Dec 
09/10 

Jul-Dec 
2009/10 

Revenue and Grants 
   Total revenue 
       Tax 
       Non Tax 
   External Grants 

388.2 
316.4 
272.9 
43.5 
71.8 

 

486.7 
388.3 
334.1 
54.2 
98.5 

454.9 
378.0 
330.2 
47.8 
76.9 

492.0 
381.4 
324.7 
56.7 

110.7 

251.2 
195.8 
174.6 
21.2 
55.3 

511.0 
358.2 
321.8 
36.4 
152.8 

 

269.3 
192.9 
166.5 
26.4 
76.4 

255.5 
179.1 
160.9 
18.2 
76.4 

 
Expenditure 
   Current expenditure 
   Development expenditure 
   Other (capital and net  

lending 

394.6 
294.7 
86.1 
13.8 

 

478.3 
333.6 
123.7 
21.1 

481.9 
377.8 
96.2 
7.8 

551.0 
356.7 
182.1 
12.3 

287.3 
180.9 
98.3 
8.1 

671.8 
388.1 
271.2 
12.5 

 

319.5 
188.4 
124.2 
6.9 

335.9 
194.1 
135.6 
6.3 

Current balance 21.7 54.6 0.2 24.7 14.9 -29.9 4.5 -15.0 
Overall balance -6.3 8.4 -27.0 -59.0 -36.1 -160.8 -50.2 -80.4 
Financing:         
  Net External Borrowing 6.3 7.7 12.5 44.6 39.5 151.7 30.4 75.9 
  Domestic 0.0 -16.1 14.5 14.4 -3.3 9.1 19.9 4.6 
Overall Balance as % of 
GDP 

-0.5 0.6 -1.8 
 

-4.1 4.9 -10.3 6.9 -5.1 

Nominal GDP 1221.0 1335.9 1470.4 1436.6 731.8 1564.9 724.6 782.5 
Source: Ministry of Finance and Samoa Bureau of Statistics 
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EXTERNAL DEBT 
 
Official external debt as a percentage of GDP declined slightly from 2004/05 to 2006/07 then 
steadily maintained its upward trend. The revised figure of the official external debt as a 
percentage of GDP for 2009/10 exceeded the target of 40% of GDP.  This result is due largely to 
the increase in spending (external debt) to counter the impact of the global recession and tsunami 
rehabilitation.   
 

Table 2: Official External Debts  
Years 2005/06 2006/07 2007/08 2008/09 2009/10 est. 
Official External Debts (Million Tala) 477.4 432.2 492.6 585.3 681.3 
Total Debt Servicing 17.1 18.2 21.4 23.23 22.30 
Official External Debts as % of GDP 39 32 34 39 43 

Source: Ministry of Finance and Samoa Bureau of Statistics 
 

ECONOMIC AND FISCAL OUTLOOK 
 
The world economic situation has shown improvement following a sharp deterioration in 2008 
and 2009. According to the International Monetary Fund revisions in April 2010, global growth 
is forecast to reach an average of 4.3 percent in 2010 and 2011. Advanced economies are 
currently anticipated to rise by 2.3 percent in 2010 and by 2.4 percent in 2011, following a 
decline in output of more than 3 percent in 2009. Growth in emerging and developing economies 
is forecast to be over 6.3 percent during 2010 to 2011, following a modest 2.5 percent in 2009. 
Despite these upward growth revisions, the IMF cautions that the recovery in many parts of the 
world remains fragile and is being supported by policy stimulus. It is important to ensure that 
recovery is sustainable after the fiscal stimuli is removed. 
 
For Samoa’s major trading partners, the New Zealand economy is forecast to grow by 2.4% in 
March 2011. Growth is forecast to increase further to 3.2% in March 2012. Furthermore, hosting 
the Rugby World Cup this year and stronger world growth will boost tourism. Australia grew by 
1.4 percent in 2009 and is forecast to grow by 3.3 percent in 2010/11 and 4 percent in 2011/12. 
Australia was the only advanced economy to record positive growth last year in comparison to 
an average contraction of 3.2 percent for the advanced economies. This good performance by 
Australia was caused by the Government’s timely and significant policy response to the crisis, 
sturdy demand for Australia’s commodities from China, the flexible exchange rate and healthy 
banking sector. The United States forecasts a growth of 2.7% in 2010 and is expected to grow by 
2.4% in 2011.       
 
The increase in Government expenditure as well as the inflow of relief funds for the Tsunami 
recovery efforts is expected to stimulate economic growth for Samoa in 2009/10.  The four year 
Recovery Plan currently being implemented is expected to continue to contribute to growth over 
the medium term.    
 
Real GDP is anticipated to be 0.6% for 2009/10.  The outlook for 2010/11 is expected to be 2.6% 
to be driven mainly by private investment and consumption in anticipation of the general 
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increase in wages and salaries, pension as well as the continuation of concessional financing 
being made available as part of the tsunami recovery and reconstruction.  Although exports is 
expected to have fallen by 1% in 2009/10, a 3.5% growth is expected for 2010/11 in light of 
improved economic activity as efforts to stimulate agricultural produce begin implementation.  
Service exports is also expected to improve as marketing efforts by the Samoa Tourism 
Authority feed in to an anticipated increase in tourism. 
 
Imports for 2009/10 is anticipated to be 11.4% as global inflation falls and local demand rises.  
Contributing to this increase is the increase in the importation of reconstruction and building 
materials for home owners and tourist operators in the areas affected by the tsunami. 
 
Government Expenditure for 2009/10 grew by about 12% reflecting Government’s commitment 
to ensuring a quick and smooth recovery following the economic crisis and the tsunami.   
 
Despite the anticipated rise in imports, the increases by consumption, investment and 
government expenditure and exports is expected to generate real growth of 2.6% in 2010/11. 
    
Following a peak of 14% in 2008/09, inflation is expected to be about 4.7% for 2009/10 driven 
mainly by fuel price fluctuations that feed into increases in electricity surcharges.  However, 
overall inflation for the first 10 months of 2009/10 has shown a decreasing trend as opposed to 
2008/09.  In light of this, inflation rate for 2010/11 is hence expected to be 3.7% in anticipation 
of further declines in world and local food prices.  
 
Table 3: Growth of GDP Expenditure Components (constant 2002 prices) 

 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 
Consumption  -1.7% 3.4% 4.4% 4.8% 5.6% 3.6% 
Private Investment -49.3% 5.9% 6.0% 5.0% 4.4% 4.4% 
Government 2.6% 11.9% 2% 1.6% 1.0% 1.5% 
Exports -2.8% -1.1% 3.5% 4.0% 5.0% 4.6% 
Imports -11.5% 11.4% 6.2% 6.2% 6.5% 4.7% 
Gross Domestic Product -4.2% 0.6% 2.6% 2.9% 3.5% 2.8% 

Source: Ministry of Finance 
 
A total of SAT$48.10million is expected in budget support from the World Bank and the 
International Monetary Fund for the FY 2010/11.  Concessional lending is also expected in FY 
2010/11 for the revitalization of the Agriculture Sector as well as the implementation of the 
Infrastructure Asset Management Project Phase III from the World Bank. 
 
Despite these, the Government remains prudent in ensuring that debt outstanding will stay as 
closely as possible to the target of less than 40% to ensure fiscal stability is maintained. 
 
The medium term macroeconomic framework is presented in Table 4 below.  The budget targets 
and their implications are as follows: 
 

1) Budget balance as a percent of GDP is above target and is expected to peak in 2010/11 as 
a result of the anticipated general increase in wages and salaries as well as the 
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continuation of tsunami recovery efforts.  It is however envisaged that this rate will taper 
off as the recovery efforts slowly comes to an end; 

 
2)  Current expenditure as a percentage of GDP will be on target for 2009/10 at 35% but will 

fall in the years thereafter as a result of expected fall in expenditure programs; 
 
3)  Personnel costs as a percentage of total current expenditure is below target at 25% but is 

anticipated to rise to 30% in 2010/11 in anticipation of the general increase in wages and 
salaries; 

 
4)  Official Disbursed External Debt as percentage of GDP is above the target of <40% of 

GDP and is anticipated to continue to rise in view of reconstruction to be funded by 
concessional loans.  It is however expected that this will peak in the final year of the 
Recovery Plan 2012/13 and then tail off. 

      
Table 4: Macroeconomic Framework 2009/10-2012/13 

 Target  2008/09 2009/10 2010/11 2011/12 2012/13 
Real GDP (% change) 3.0%-4.0% -4.2 0.6% 2.6% 2.9% 3.5% 
Inflation (%) 3.0%-4.0% 14.2% 4.7% 3.7% 3.7% 3.7% 
Budget Balance (% of GDP) In range of: 

-3.5%-+3.5% 
-4.0% -8.1% -9.0% -8.6% -8.0% 

Current Expenditure (% of GDP) 35%-38% 24.0% 25% 26% 25% 26% 
Personnel Costs (% of current 
expenditure) 

30%-32%  25% 30% 32% 33% 

Disbursed Outstanding Debt (% of 
GDP)¹ 

Less than 
40% 

39% 44% 49% 51% 52% 

Current Account Balance (%of GDP)  -2.3 -7.6 -9.4 -9.4 -10 
Import Cover (months) 4.0-6.0 3.9 4.3 4.3 3.8 2.9 
Nominal GDP ($ million) 1,616 1,485 1,570 1,646 1,753 1,860 

Source: Ministry of Finance 
1. This debt consists entirely of concessional loans that are mostly financed by the Asian Development Bank, World Bank and China. 
 
 
 

 




