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2008/2009 BUDGET ADDRESS
Mr Speaker
As required under Standing Order 124, I wish to present on behalf of Government, the
statement on the Estimates for the 2008/2009 fiscal year.

I. BUDGET SETTING
Mr. Speaker and Honourable Members,
The Government’s economic vision for the medium–term is to improve the quality of life
for all, premised on the goal of sustainable economic development and social progress
that promotes sustained macroeconomic stability, private sector growth and employment,
and improved education and health outcomes. This is the goal for the next four years as
envisioned in the Government’s new Statement for the Development of Samoa. Fiscal
policy is a key driver for delivering on this goal, as you will see from the investment
programme laid out in the Budget 2008/2009.
The Budget for 2008/2009 is set against one of the most challenging times in the world
economy and indeed for Samoa’s economy, in the past decade. This year, we are
beginning to feel the effects of a challenging global environment. The most obvious of
these is the continued increases in the prices of fuel and some basic commodities.
International oil prices have increased from $20 US a barrel at the end of 2001 to $91 US
at the end of 2007 and over US $135 a barrel recently. Latest forecast sets the cost of fuel
as much as US $200 a barrel by the year 2010.
Unprecedented price increases internationally for some important foodstuffs such as
wheat, rice, sugar and dairy products over the last few years have been attributed to
severe drought conditions in producing countries, increased use of farmland for fuel
production and a growing world population which have all combined to exert strong
pressures on food supplies. Extreme hunger because of unaffordable food prices is now a
serious international issue.
At home, we have seen the impact of the combined increases in fuel and food prices on
inflation. The annual headline inflation rate rose to 6.0% in March 2008 from 4.5% at
end June 2007 and 3.7% in the same period last year. The underlying inflation rate
similarly accelerated to 6.9% from 4.1% in the same period last year.
While these challenges are significant, we have a responsibility to manage our way
through these difficulties. The Samoan economy and fiscal position are at the moment
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relatively strong and well placed to deal with these challenges. Real GDP grew by 6.1%
in 2007, significantly higher than the 1.9% growth in 2006, and the highest growth rate in
the past decade. Except for food and beverage manufacturing, all sectors were
responsible for this remarkable economic performance in the 12 months to December
2007. The Budget for 2008/2009 whilst delivered at a time of considerable uncertainty in
the unfolding global market, is also delivered from a position of strength in the
performance of the Samoan economy.
In essence, while this Government is mindful of the inflationary pressures emerging in
the economy, it is also mindful that when growth is expected to slowdown in the medium
term as the country absorbs external pressures from the high prices of fuel and foodstuffs,
a call for reduction of government services and support at such a time can lead to a
genuine contraction of the economy and subsequently hurt the most vulnerable. The
Budget for 2008/2009 therefore sees the highest investment budget this government has
ever had in a decade, to build the public infrastructure our country needs and provide for
new health and education investment commitments.

II. BUDGET STRATEGY
Mr Speaker,
This Budget coincides with the first year of the new Statement for the Development of
Samoa 2008 – 2012; it is also the first Budget of the Government implemented through a
new medium-term fiscal framework (the forward estimates) designed to improve
economic stability, budget sustainability and better prioritization of resource allocation
by Government. Sustainable fiscal settings are a key aim of our economic policy. The
fiscal strategy for the medium-term from which this budget and the forward estimates
was based envisaged:




Constraining aggregate current expenditure within the range of 36% - 38% of
GDP;
Maintaining total debt outstanding to less than 40% of GDP; and
Constraining personnel cost expenditures to the range of 30% - 32% of total
current expenditures.

The objectives are consistent with the principles of responsible fiscal management in the
Public Finance Management Act 2001.
In keeping with this new budget framework with close linkage to the Statement for the
Development of Samoa (SDS), the Government is tabling for the first time together with
the Budget Statement, a Statement of the Forward Estimates 2008/2009 – 2010/2011; and
a Statement on its Fiscal Strategy. These are key requirements of the Public Finance
Management Act 2001 which have taken time to evolve in view of the delayed
implementation of the medium term framework of the budget, and the linking of the
budget process to the SDS. Future budget documentation to be tabled in Parliament other
than the Budget Statement, will include the Statements on the Forward Estimates and the
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Fiscal Strategy. These will replace the economic statement normally appended to the
budget statement. These documents will provide clarity on the government’s economic
policy and fiscal strategy to support its national goals of development as provided for in
the SDS.
These two key statements are appended to the Budget Statement.

III. BUDGET MEASURES
Mr Speaker, Honourable Members,
I would like to briefly summarize the main aggregates of the 2008/2009 budget.
Amounts
Revenues
Ordinary Revenues
External Grants

469,963,805
110,689,246

Expenditures
Statutory Expenditures
Expenditure Programs
Development Expenditures
Unforeseen Expenditures

60,095,517
404,595,677
216,089,246
4,045,957

Total Amounts
$580,653,051

$684,826,397

Overall Budget Deficit
Financed by:
Soft Term Financing

$104,173,346
$105,400,000

Cash Surplus after Borrowing

$ 1,226,654

The 2008/2009 budget is projected to achieve an overall deficit of $104.2 million which
is being financed from soft term loans of $105.4 million. The overall deficit expressed in
government finance statistics is equivalent to 6.0% of GDP. The unprecedentedly large
overall deficit is a result of a large injection in capital spending, towards development
projects in public and social infrastructure, including large education and health
investments. Whilst seemingly high, the overall deficit is financed largely by borrowings
from our international development partners on highly concessional terms; and is
consistent with the growth in GDP. The Government is committed to observing prudent
fiscal management to ensure the large overall deficit does not add pressure to the
imbalances emerging in the economy because of external pressures.
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IV. REVENUE MEASURES
Mr Speaker,
To ensure that the overall expenditures of the Government are not more than its total
overall receipts (inclusive of borrowings), and to further sustain a positive cash position, I
am proposing a 10% increase on the rates of excise on soft drinks, alcoholic beverages
and cigarettes. At the same time, this will further support the Government’s drive to
improve health outcomes for the community, by imposing additional excise on these
products.
The increased revenue expected to be generated from these excise measures is about $5.0
million in 2008/2009.
Mr Speaker,
Other than this proposed indexation of excise rates for soft drinks, alcoholic beverages
and cigarettes by 10%, the Government does not propose to implement any other new
revenue measures in 2008/2009 for financing the budget. Rather, efforts will continue to
focus on consolidating the ongoing measures with the ultimate goal being improved
compliance. To support the development of manufacturing and export processing
industries become more competitive, adjustments of tariffs from 8% to zero % for raw
materials and inputs for poultry farming, agricultural processing, handicraft production
and commercial fishing are proposed to become effective 1 July 2008. The revenue
impact of this assistance is an estimated loss of about $0.5 million which would be offset
by revenue gains in increased employment and investment in these industries.
Total ordinary revenue for 2008/2009 is estimated to be around $469.9 million
representing a reduction of 2.2% over last year, reflecting the slowdown in economic
activity following the peak associated with the South Pacific Games.
External grants have increased substantially by 44% from this year’s level of about $65.6
million to $110.7 million mainly towards strengthening the education, health and water
sectors, as well as capacity building across a number of Ministries. The strong growth in
funding from grants also reflects the willingness of the Government to bring all its
influence to bear to bring about sustainable growth for Samoa, as well as the strength of
our relationships with our development partners.

V. EXPENDITURE PRIORITIES
Mr Speaker,
I would now like to highlight the key expenditure priorities the Government will
implement in 2008/2009.
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The proposed total expenditure amounts to $684.83 million Tala, representing an
increase of 16% over the 2007/2008 financial year. The increase in expenditure reflects
Government’s commitment to ensure development projects are fully supported as well as
implementing strategies in the key priority sectors, as identified in the 2008–2012
Strategy for the Development of Samoa.

Education Sector
Investment in education remains a priority area. The total budget for the Ministry
excluding provisions for sporting events and activities is $72.30 million representing an
increase of 11% over the allocation for FY2007/08 of $64.99 million.
Support for education development will continue with the following provisions reflecting
the Government’s ongoing commitment to this priority sector:
•
•
•
•

•
•
•

$2.6m Tala for village schools stationery supply,
$4.0m Tala provided as grants to non-government schools,
$3.0m Tala is to support the Government scholarship scheme, while the other
$0.99m Tala is earmarked for new and continuing students at NUS’s School of
Education under the sponsorship scheme of the Ministry,
$1.5m Tala as Government counterpart costs to support more refurbishment of
school facilities, as well as service deliveries, and on-going strengthening of
management capacity in the Ministry of Education under the Education Sector
Wide Approach Programme,
$10.0m Tala to the National University of Samoa,
$1.5m Tala towards the Samoa Qualification Authority,
$0.23m Tala for establishment costs of Aele Primary School.

With respect to the last development, the contribution by the Government of the People’s
Republic of China through grant financing for the construction of new school buildings
for Aele Primary School is acknowledged.
The importance of our language and culture is highlighted in this Budget. A provision of
$0.05 million is included in the Education budget for the Samoa Language Commission’s
groundwork for a major review of the Samoan language, and $0.32 million for funding
Samoa’s participation in the 10th Pacific Arts Festival in American Samoa.

Health Sector
The total budget for the Health Sector is $70.07million representing a substantial
increase of 17.11% over the appropriation for FY2007/2008.
In support of the health sector, which continues to be a key strategic sector in the SDS,
the following provisions have been incorporated in the 2008/2009 budget:
•

$8.0m to meet the cost of overseas medical scheme, in additional to the assistance
provided under the NZODA of $1.0m Tala,
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•
•
•
•
•

$0.38m has been provided for essential capital requirements for the Samoa Health
Service,
$0.27m is again provided to support the Sleep Apnoea Unit,
$5.34m to support the work of the Samoa Kidney Foundation,
$58.47m to cover all costs of services delivered by the Samoa National Health
Service, and
$6.26m for the Ministry of Health.

Various development partners will be providing assistance towards further improvement
of health facilities, service delivery and strengthening health management as promoted
under the new Health Sector Plan using a new Sector Wide Approach (SWAP)
arrangement. This will involve the pooling of resources from our partners including
Government’s contribution over a five year period:
Australia
New Zealand
Samoa
World Bank

US $12.60 million
US $ 7.20 million
US $ 1.50 million
US $ 3.00 million

Total

US $24.30 million

These resources will cover three main components over five years, with Component 1
covering health promotion and prevention activities; Component 2 will be on enhancing
quality health care service delivery; while Component 3 will be for strengthening policy
and regulatory functions.
Total Government contribution to the earmarked health developments in the new
financial year is $5.13m Tala.

Agriculture Sector
Total appropriation for the Agriculture Sector is $12.37m Tala, representing an increase
in appropriation of 6% over the current financial year. The increase in the Agriculture
sector budget represents renewed efforts toward ensuring national food security in light
of increasing food prices in the world market, and the revival of the coconut industry in
response to new and higher demand for coconut products as an alternative source of fuel
and for pharmaceutical products. The appropriation includes the following major
expenditures.
•
•
•

$0.38m for the continuation and expansion of the Talomua agricultural initiative,
$0.10m has been provided to purchase breeding cattle from local farmers by the
Ministry of Agriculture, to ensure the supply of breeding cattle meets the local
demand,
$0.09m is earmarked for the coconut replanting program being initiated by the
Ministry.

8

Infrastructure
Electricity
The Government is committing $5.36 million Tala for EPC to cover the cost of
community service obligations carried out by the Corporation for rural electrification,
consumption of street lights and capital works. An additional $6.25million Tala is
provided as subsidy to the VAGST EPC pays on diesel fuel for its generators.
The new financial year will also see the start of the new Power Improvement Sector
Project whereby US $100 million has been approved by our development partners, the
Asian Development Bank (ADB), the Japan Bank for International Cooperation (JBIC),
the Australian Government through AusAID with the Samoan Government also
providing financial assistance to this vital project over a period of eight years. The focus
of the project will be to improve the supply and efficient management of electricity to
meet growing demand, while also improving the policy and regulatory framework to
ensure EPC remains financially sustainable.
Water
A total of $3.68 million Tala has been included in the budget for community service
obligations carried out by the Samoa Water Authority. In addition, a provision of $5.8
million Tala is included for counterpart costs of the ADB funded drainage and sanitation
project, where construction works will commence in the first half of the new financial
year.
The Government has developed a water sector plan, “Water for Life”, for the period
2008-2102. This plan aims to secure sustainable water resource management, increased
access to safe and reliable water supplies, maximizing the benefits of other water users
and improved sanitation, drainage and waste water disposal. The European Union has
committed to continue providing financial assistance to the sector. Construction works
have already commenced under the current EU-financed programme to extend the
provision of reliable and treated water supplies to 30,000 people in Savaii and Upolu.
Under the new programme, which is planned to commence in 2009/2010 the EU has
indicated its preference to provide sector budget support with annual releases of funds to
the Treasury during the period 2009-2013. The total amount available for provision of
EU budget support to the Treasury is approximately $90 million Tala.
Roads & Bridges
Infrastructure developments will again be supported through counterpart costs of $7.04
million Tala for the remaining construction works, environment rehabilitation and
protection activities as well as infrastructure management capacity under phase two of the
Samoa Infrastructure Asset Management Project (SIAM – II). The construction works
for the Vaitele Road Widening (Malifa to Vailoa) component of the project will start
within the next financial year.
A provision of $0.5 million Tala is again provided in the new budget for school access
roads. Routine maintenance of roads around the country with a budget of $11.1m and
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$3.8m for general maintenance will continue to support agriculture development and
ensure safe traveling for the general public.
The establishment of the new Land Transport Authority in support of on-going Public
Sector Reform for better public services delivery, is supported by a provision of $1.3
million Tala.
A provision of $4.0 million is earmarked for compensation of landowners whose lands
will be taken by Government for the extension of Convent Street. A provision has also
been made of $0.5 million Tala for developing access roads within government land
subdivisions available for leasing by the Government Land Board.
Following the passage of the right hand drive shift bill into law by Parliament, a
provision of $3.5m is provided in the new budget for educational campaigns and road
related alterations. Additional provisioning will be made in subsequent years to ensure
any necessary remedial works to strengthen and reinforce safety are addressed
adequately.
Ports
The Government is providing $0.4 million Tala under community service obligations to
Samoa Ports Authority in support of reconstruction works carried out for Manono and
Apolima wharves.
Airlines
The Government is continuing its restructuring of Polynesian Airlines to ensure its
financial independence. A provision of $1.0 million Tala is included as capital injection
from Government to Polynesian Airlines. This will assist the airline with servicing the
costs that it has incurred due to the purchasing of a Twin Otter to meet demand while also
ensuring its viability with the additional Twin Otter, given the draining impact financially
of a one plane operation. Provision has also been made to service the former airline debts
with ANZ and the Samoa National Provident Fund.

Telecommunications
Total appropriation for the Telecommunications Sector is $5.8 million Tala, including the
following provisions;
•
•

$2.75 million Tala to cover costs of the Regulator’s Office,
$3.08 million Tala has been appropriated for the Ministry.

The $3.08 million Tala for the Ministry includes a $0.78 million Tala allocation in
couterpart costs to World Bank funded Telecommunications & Postal Sector Reform
Project; $0.27 million Tala for the Information, Communication & Technology
Secretariat (ICTS), $0.56 million Tala as a provision for transition costs of the AM Radio
(2AP) and $0.2 million Tala for church services under telecommunications community
service obligations (CSOs),
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The privatization process of the state-owned Samoa Broadcasting Corporation (SBC) is
now completed as announced in this year’s budget address. The 2AP will be retained and
operated by the Government under the auspices of the Ministry of Communication and
Information Technology.
The Government is also working with the World Bank to start the process of privatizing
SamoaTel. In the Government’s view, there are certain activities which are best left to be
operated by the private sector, and telecommunications is one such area given the
openness of the sector to competition and market forces. The issuance by Government in
October 2006 of a second mobile license has seen fierce competition between the two
existing companies with the public benefiting from wider penetration of mobile services
throughout the country, a range of products never before experienced and a fall in
particular of the cost to the consumers of such telephony services, especially in
international traffic. It remains for the Government to ensure such competition continues
on a level playing field.

Building Construction
Included in this Budget are counterpart costs ($0.25m) towards the construction of an
office complex and convention centre, which altogether cost about US $40 million. In
this regard, I would like to record our deep appreciation to the Government of the
Peoples’ Republic of China for their generosity in providing concessional financing to
fund these buildings. The office complex for members of Parliament will be completed
in the second half of this year, while the Justice and Courts Administration building is
scheduled to be completed early next year. These buildings have been financed similarly
by the Chinese Government.

Tourism Sector
Tourism development as one of the potential sectors of the economy is again being
strongly supported with an allocation of $7.7 million Tala. A major portion of this
allocation goes toward promoting Samoa overseas, in particular in the Australasian
market. The combined efforts of the Samoa Tourism Authority, PolyBlue, Air New
Zealand, our Visitors’ Association and individual hotels and resorts to market Samoa in
partnership with overseas wholesalers and other key stakeholders is a commendable one,
testifying to the increasing stream of visitors to our shores, despite the fierce competition
from our neighbouring countries who have been involved with the industry far longer
than Samoa.
On hotel development, the proposed new hotel by the Warwick Group now under
discussion will add to the first class accommodations on offer. There are also proposals
that are likely to benefit Savaii, with one such proposal by a group of investors to develop
on a long term basis a hotel and marina on lands owned by Sasina and Puapua. This will
provide more choice for our overseas visitors while also benefiting local communities
from lease income, employment opportunities and growth in support services to these
areas.
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Business Development
The Small Business Development Project which was started in 2002 under a loan of US
$5.0 million from the Asian Development Bank will close at the end of this year. This
project has seen the growth in small loans under the facility small loans guarantee scheme
through the Small Business Enterprise Centre (SBEC) in association with a number of
participating banks; a micro credit scheme with the Development Bank; and new
initiatives such as the review of the potential for economic use of customary land;
development of a registry for companies in close link with the implementation of the new
amended companies act and coming into effect of the personal properties securities (PPS)
legislation. This latter development of the PPS will provide a wider basis for
collateralization that will enable our people access for funds with financial institutions to
develop their businesses further where traditional means of security may not be so readily
available to many of our people. The project has helped a considerable number of
people, including training of small business operators in proper business practices, and
legal requirements for the establishment of any business. There are a number of
initiatives which will still be ongoing even after closure of the project as some of these
activities will wind down after the closing date. These will include the establishment of
the registry of companies, final conclusion of the review by a Task Force of the economic
use of customary land, and implementation of the new personal properties securities
legislation. To maintain some of the ongoing services in support of the development of
small businesses, the following provisions have been incorporated in the budget:
(i)
(ii)
(iii)

The annual grant for the Small Business Enterprise Centre (SBEC) has
increased to $200,000 to assist with its operations,
A provision of $40,000 is once again provided as a direct contribution from
Government to the development of the Private Sector,
$0.5 million Tala has been included as counterpart costs for the Small
Business Development Project now in its final year of implementation.

National and International Security
In support of the Safer Samoa Campaign implemented by the Ministry of Police &
Prisons to promote both tourism development and ensure national security, the
Government has earmarked a provision of $17.12 million Tala, net of the provision for
the Fire Services, for the Ministry of Police. Included in the said provisions are the
following activities;
•
•
•

$0.20 million Tala for overseas peacekeeping missions to honor Government’s
obligations to the United Nations,
$0.18 million Tala for setting up 3 new police outposts in the rural areas, to
ensure police officers are able to response within a reasonable time frame to
requests from the general public,
$0.10 million Tala has also been included in the Ministry of Police’s budget to
host the annual Pacific Island Chief of Police Conference.

An amount of $2.66 million Tala is included for the Samoa Fire Services Authority,
representing an increase of 24% over its current budget.
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Sports Development
Last year our country rose to the challenge and hosted the best South Pacific Games
spectacle ever witnessed not only by our Pacific brothers and sisters but also the whole
world. The resounding success of the South Pacific Games was a true demonstration of
what Samoa can do through collective hard work, support and a firm belief in God’s
guidance.
The challenge now for the Government is how to maintain the high standard of facilities
used during the games, and ensure that the facilities are used to their optimal level.
The Samoa Sports Facilities Authority was established to consider these challenges, and
it is being supported by Government through a provision of $3.5 million Tala in the
upcoming budget.
Other allocations are also earmarked to support specific sporting events and activities;
•
•
•
•
•

$200,000 for international and national sports,
$350,000 for the Samoa Rugby Union to support the development of rugby in the
country,
$100,000 for the Samoa Games,
$100,000 for the development of rural sports fields,
$40,000 for procurement of sports equipment for schools.

Senior Citizens Pension Scheme
The provision for the Senior Citizens Pension Scheme has increased by $0.1m from its
current provision to $15.3m to cover all expenses related to the increasing number of
eligible pensioners, which has now reached 8,852.

Foreign Relations
The new budget includes provisions for the establishment of embassies in Japan and
China in recognition of our increasing relations with both countries. The provisions are
estimated at $1.6m Tala for the Japanese Embassy and $1.4m Tala for the Chinese
Embassy. The Government will announce later the full details relating to these new
embassies once these have been finalized.

VI. ASSISTANCE TO THE PRIVATE SECTOR
In keeping with the stated economic goal in the current SDS for private sector led growth,
the government continues to pursue the strengthening of its partnership with the private
sector through appropriate interventions that allow the growth of this important sector.
Earlier this year, the final stages of a tax and tariff review was completed to ensure
compliance with the WTO requirements. In addition, in response to a request from the
private sector, the Trade Commerce and Industry Development Board conducted a review
to address the anomalies in the current tariff structure, which resulted in the approval by
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Cabinet of the following tariffs review structure for manufacturing and export processing
industries:
1. Fisheries: removal of current duty of 8% on fishing gears, baits and safety
equipment.
2. Agriculture: removal of current duty of 8% on animal feed, and value adding
agriculture processing inputs.
3. Handicrafts: removal of current duty of 8% on tools.
4. Manufacturing: removal of current duty of 8% on raw materials for garment and
textile manufacturing.
This restructure of tariffs will come into effect on 1 July, 2008

VII. RESTRUCTURING OF DUTIES AND TARIFFS ON
MOTOR VEHICLES
Following the passage of the bill to change the side of the road we drive on, the
Government will implement a new policy to ensure more Samoans can afford to bring
vehicles into the country. The new policy will involve lowering the rate of duty and
excise applicable to most passenger cars, and to lower the minimum duty, excise and
VAGST payable on the lowest value cars. The rates and minimums for other vehicles,
such as pickups, vans and buses, will not alter.
In addition, it is proposed to abolish import duty for all motor vehicles, and instead
impose an excise at the rates to be specified – which will come into effect on 1 June
2008. These changes will not only be favourable for WTO purposes, but will also
simplify the calculation and administration of taxes on vehicles.
The rate of excise to be imposed on cars will escalate as the engine capacity increases.
For example, for cars with an engine size of up to 1 litre, the rate will be 10%, cars from
1 litre up to 1.3 litres will be 13%, with further rate bands ranging up to 50% for cars
with engines greater than 5 litres. For a car up to 1 litre, with a landed cost of $50,000,
the new rates will result in savings in duty, excise and VAGST of $5,750; for a 2 litre car,
the rates are unchanged; and for a 3 litre car, the saving is $8,050.
In line with the decision to allow older cars to be imported, combined with the reduction
in rates, the Government will also lower the minimum excise payable on the lowest value
cars. For example, for a car under 1 litre, the minimum excise will be $600, instead of
the current $2,000 duty minimum. The combined amount of duty, excise and VAGST
payable will be $1,590 instead of the current $3,800 – a saving of $2,210. For a 2 litre
car, the minimum drops from $3,800 to $2,280 – a saving of $1,520, whilst for a 3 litre
car, the saving is $3,060.
Mr Speaker, these changes to tax arrangements for motor vehicles are substantial, and
again demonstrate the Government’s commitment to improving opportunities for
Samoans.
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The estimated cost to revenue of these changes is $2.1m per annum.

VIII. UNFORESEEN EXPENDITURES
In line with the provision of Section 29 of the PFMA 2001, an allocation of $4.0 million
has been incorporated to cover unforeseen expenditures that may arise during the course
of the financial year.

IX. SECOND SUPPLEMENTARY ESTIMATES 2007/2008
The Government is also proposing to table together with the Main Estimates 2008/2009 a
Second Supplementary Budget for this financial year. This supplementary budget
includes a total of $7.7 million of additional expenditures for additional commitments
and unauthorized expenditures. These are financed by reallocation of resources within
and between Ministries’ budgets of $3.5 million, reduction in Statutory provisions of
$1.63 million from the Civil List provision and exchange rate fluctuations, as well as
additional declared revenue of $2.5 million Tala from Income Tax and VAGST. With
these additional expenditures, the overall deficit has increased slightly to $30.8 million
from $30.7 million after the First Supplementary. Though reduced from the first
supplementary, we have however, been able to post a small cash surplus of $390,222 in
the Revised Estimates within this Second Supplementary.

X. CONCLUSION
Mr Speaker and Honourable Members
It is a fact of life that we live in a world of uncertainties; there is always some uncertainty
in the economic outlook, but the level of uncertainty in the period ahead is currently
greater than it has been in recent years. Moreover, there is little we can do about the
main source of this uncertainty. Nevertheless, we can attempt to responsibly offset some
of the impact of this uncertainty through appropriate policy settings. This Budget
provides the means, through a higher level of investment in capital development and
development projects earmarked to stimulate increased production to counter some of
these uncertainties. It is also your Government’s task to be more vigilant in the planning
of our development and prudent in the management of our limited resources.
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Mr Speaker,
In closing, I would like on behalf of our Government and the people of Samoa, to express
our sincere appreciation and gratitude to our partners in development.
To our people, we thank you for your support as full partners in developing our country.
We strongly believe that Samoa is moving forward, and we continue to count on your
support as we strive to improve the quality of life for all.
Mr Speaker,
I commend the 2008/2009 Budget to the House.
May God bless Samoa and her people.

Soifua.
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STATEMENT ON THE FORWARD ESTIMATES
BUDGET 2008/2009 – 2010/2011
The Public Finance Management Act 2001 specifies principles of responsible fiscal
management and sets out reporting requirements on the Minister of Finance and the
Treasury. The reporting requirements on the Minister includes, 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 preparation
of these forward estimates was intended to support and drive the future budgetary and
resource allocation decision making processes in Samoa.
However, implementation of this provision of the Public Finance Management Act 2001
was deferred, reflecting concerns about the impact of those proposed budgetary reforms
on:
(a) the workloads of both the Ministry of Finance and the other ministries;
(b) the skills enhancement needs across the whole of the public sector to implement
those reforms;
(c) the administrative complexities the forward estimates project implied and the
consequential implications for budget preparation processes in a changing
budgetary environment, as well as;
(d) the risk of ‘reform overload’ in the public sector adversely impacting upon the
successful implementation of the Government’s wide-ranging reform agenda.
In particular, it was decided at that time to prioritise the reforms in Samoa in the first
instance to focus on implementation of elements of the overall budgetary reform strategy,
where it was considered the most significant fiscal benefit would accrue to Samoa in the
short- to medium-term:
(a) the performance budgeting and management for the budget sector;
(b) the extensive reforms of the SOE sector; and
(c) reform of the taxation system.
With those major reform elements now substantially bedded down, the Government has
decided to implement a system with effect from the 2008/2009 budget year of mediumterm budgeting framework (the forward estimates) designed to improve:
(a)
(b)
(c)
(d)

economic stability;
budget sustainability;
prioritisation of resource allocations by the Government of Samoa; and
medium-term planning by ministries.

This section summarizes the budget allocations and forward estimates of expenditures
proposed by the government to each ministry to meet its various responsibilities, as well
as the estimated collection of receipts in the budget and forward estimates period by each
of those ministries.

For many years, the government’s budget has been significantly constrained by the level
of revenues it can collect in that year. The level of economic activity in both the domestic
and global economies have been the primary influence on actual revenue collections
achieved. The only significant revenue measure proposed for the budget 2008/2009 and
forward estimates years is a 10% increase in the excise rate of soft drinks, alcoholic
beverages and tobacco products. The other increases in estimated revenue collections are
dependent upon economic developments in Samoa and overseas, as well as efforts by the
Ministry of Revenue to improve compliance. In that regard, the Government is
committed to a further institutional strengthening of the Ministry of Revenue to improve
its capacity to ensure greater tax compliance.
On the expenditure side of the budget, the government’s tight fiscal policies have been
designed to ensure borrowings are applied to high yielding capital development projects,
rather than simply to boost recurrent expenditure.

Overall Net Lending Borrowing Requirement
In the Appropriation Bill, the estimates are classified on an accounting basis. In
disclosing the forward estimates, the Government has decided that the primary basis of
classifying those estimates will be on a Government Finance Statistics (GFSM2001)
basis.

2

Budget GFS Reporting Table
Table 1 Statement of Government Operations ($m)
TRANSACTIONS AFFECTING NET WORTH

2007-08 2008-09 2009-10 2010-11

REVENUE
Taxes
Taxes on income, profits, and capital gains
Taxes on property
Taxes on goods and services
VAGST
Excises
Taxes on specific services
Taxes on use of goods, permission to use goods
Taxes on international trade and transactions
Grants
Other revenue
Property income
Sales of goods and services
Fines, penalties, and forfeits
Miscellaneous and unidentified revenue

483.2
340.4
79.2
1.6
199.4
120.1
78.3
0.9
0.1
60.2
76.9
65.9
8.5
20.4
13.2
23.8

486.3
325.9
79.2
1.5
198.5
109.3
88.1
1.0
0.1
46.7
110.7
49.7
9.4
15.7
15.2
9.4

484.0
345.4
80.3
1.4
213.1
120.6
91.3
0.9
0.2
50.6
91.4
47.1
10.2
15.7
14.0
7.3

493.5
369.9
82.6
1.4
230.0
135.4
93.4
1.0
0.2
55.9
73.8
49.8
11.3
15.8
14.5
8.2

EXPENSE
Compensation of employees
Use of goods and services
Interest
Subsidies
Grants
Social benefits
Other expense

366.7
134.2
130.5
9.7
1.4
60.9
28.1
1.9

384.6
142.0
140.5
9.0
1.3
62.8
26.6
2.4

390.7
138.0
151.0
8.7
1.3
62.9
26.6
2.1

387.2
138.1
147.0
8.8
1.3
63.2
26.6
2.1

GROSS OPERATING BALANCE

116.5

101.7

93.3

106.3

NET ACQUISITION OF NONFINANCIAL ASSETS
Fixed assets
Nonproduced assets

139.8
134.6
5.2

214.9
209.8
5.1

201.6
196.5
5.1

91.1
86.0
5.1

NET LENDING/BORROWING REQUIREMENT

-23.3

-113.2

-108.3

15.2

NET ACQUISITION OF FINANCIAL ASSETS AND
LIABILITIES (FINANCING)
NET ACQUISITION OF FINANCIAL ASSETS
Domestic
Foreign
NET INCURRENCE OF LIABILITIES
Domestic
Foreign

-23.3
-9.4
-9.4
0.0
13.9
-2.6
16.5

-113.2
-28.0
-28.0
0.0
85.2
-4.8
90.0

-108.3
-11.7
-11.7
0.0
96.6
-4.9
101.5

15.2
3.7
3.7
0.0
-11.5
-4.9
-6.6

Presenting estimates on that basis facilitates the analysis of government operations and of
its impact on the economy as a whole, including particular segments of the economy. As
the GFSM2001 system of classifying government transactions is used in most other
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countries, presenting the budget estimates in that form will also allow readily
international comparison.
The estimates in Table 1 above indicate that the estimated net lending/borrowing
requirement will decline from a peak of $113.1 million in 2008/2009 to $15.2 million in
2010/2011, compared with a revised figure of $24.0 million in fiscal year 2007/2008. The
GFSM2001 definition of net lending/borrowing of government provides a widely used
reference point for fiscal policy analysis. It aims to identify those transactions of
government that result in net borrowing from other economic sectors, and provides a
focus for analysis of the sources of financing. The overall net lending/borrowing provides
an indication of the impact of fiscal policy on aggregate demand, while the components
of net acquisition of financial assets and liabilities can indicate more specific
consequences of fiscal policy (e.g., the impact of borrowing from the central bank on
money supply and inflation and the impact of domestic borrowing on interest rates,
investment, and growth).
In setting its fiscal policy framework for the budget and forward estimates years, the
government intends to:
(a) constrain aggregate current expenditures within the range of 35-38% of GDP over
the forward estimates cycle to ensure there is sufficient liquidity in the economy
to allow the private sector to grow and provide employment opportunities for the
next generation;
(b) keep net public debt outstanding at less than 40% of GDP so as:
(i.) to constrain future growth in debt servicing that could preclude increasing
the level of service delivery expenditures in the budget;
(ii.) not to dissipate the gains made by the Government in bringing the level of
debt in Samoa from its previously high level to one that is the envy of most,
if not all, of the countries in the Pacific region; and
(c) constraining expenditures in relation to personnel costs to the range of 30-32% of
total current expenditures in the year in question to ensure the intended efficiency
dividend associated with the implementation of performance budgeting is directed
to increased service delivery, rather than in an increase in the size of the
ministries.
The forward estimates imply these targets will be met over the forward estimates cycle.
However, it is important to note the following salient points :
1. After reaching a peak in 2007/2008 associated with the South Pacific Games, on
the basis of current estimates, the rate of total current expenditures to real GDP is
anticipated to return to more normal levels, declining to less than 35% in
2010/2011 and averages 32% over the forward estimates period;
2. Reflecting the approach of the time Samoa will graduate from being a least
developed nation thereby limiting its ability to borrow on concessional terms, the
increase in net public debt over the next couple of years is anticipated to increase
4

at a greater rate than GDP growth. While manageable, this ratio will need to be
monitored closely; and
3. On the basis of current estimates, this target will be met and decline marginally
over the forward estimates period. However, it will be important to keep pressure
to ensure service delivery is maximized.

Revenue
As indicated in the following Table 2, which outlines the breakdown of estimated
revenue collection into its component economic categories, total revenue projected to be
available to the Government is estimated to increase slightly in 2008/2009 by about 1.3%
from $480.1 million in 2007/2008 as a result of the increase in excise tax rate. However,
continued growth in the Samoan economy and improved tax compliance, partly as a
result of the Government’s ongoing institutional strengthening program in the Ministry of
Revenue will see a comprehensive recovery in that revenue base by 2010/2011.
Table 2 GFS Revenue ($m)

REVENUE
Taxes
Taxes on income, profits, and capital gains
Payable by individuals
Payable by corporations and other enterprises
Taxes on property
Taxes on financial and capital transactions
Taxes on goods and services
General taxes on goods and services
Value-added taxes
Excises
Taxes on specific services
Taxes on use of goods, permission to use goods
Other
Taxes on international trade and transactions
Customs and other import duties
Grants
From foreign governments
Current
Capital
Other revenue
Property income
Interest
Dividends
Sales of goods and services
Administrative fees
Incidental sales by nonmarket establishments
Fines, penalties, and forfeits
Miscellaneous and unidentified revenue

2007-08

2008-09

483.2
340.4
79.2
37.0
42.3
1.6
1.6
199.4
120.1
120.1
78.3
0.9
0.1
0.1
60.2
60.2
76.9
76.9
7.7
69.2
65.9
8.5
2.5
5.9
20.4
18.9
1.1
13.2
23.8

486.3
325.9
79.2
38.0
41.2
1.5
1.5
198.5
109.3
109.3
88.1
1.0
0.1
0.1
46.7
46.7
110.7
110.7
11.1
99.6
49.7
9.4
2.5
6.9
15.7
14.0
1.3
15.2
9.4

2009-10 2010-11
484.0
345.4
80.3
38.5
41.8
1.4
1.4
213.1
120.6
120.6
91.3
0.9
0.2
0.2
50.6
50.6
91.4
91.4
9.1
82.3
47.1
10.2
2.7
7.5
15.7
14.1
1.1
14.0
7.3

493.5
369.9
82.6
39.5
43.0
1.4
1.4
230.0
135.4
135.4
93.4
1.0
0.2
0.2
55.9
55.9
73.8
73.8
7.4
66.4
49.8
11.3
2.8
8.5
15.8
14.3
1.1
14.5
8.2
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Tax Revenue
The most significant of the reductions in anticipated tax revenues compared to the
equivalent budget estimates for 2007/2008 are:
(a) a reduction in VAGST from the private sector, reflecting, in part a slowdown in
economic activity following the peak associated with construction for and the
conduct of the South Pacific Games; and
(b) a reduction in estimated import duties and VAGST imports associated with a
general slowdown in imports that has been experienced in the latter part of
2007/2008.
These reductions in tax revenues for 2008/2009 are, however, partially offset by increases
in certain other revenue categories.
It is anticipated that by 2009/2010 as the economy rebounds quite strongly before
stabilizing at the growth rates of about 3% a year experienced in recent years, estimated
tax revenues will exceed those initially predicted for 2007/2008. For 2010/2011,
reflecting an anticipated continued strong economic growth in Samoa, the forecast tax
revenues are expected to be higher again.

Grants
Financial resources estimated to be available to the government from grants, particularly
those from our overseas donor partners, are expected to increase by almost 85% over the
forward estimates cycle. The strong growth in funding from grants reflects the
willingness of the Government to bring all its influence to bear to bring about sustainable
growth for Samoa, as well as the strength of our relationships with our development
partners.

Other Revenue
The primary reason for the decline in the estimates for other revenues over the forward
estimates period when compared to the estimate for that purpose for 2007/2008 is an
estimated one-off reduction in 2008/2009 in estimated receipts associated with the recent
South Pacific Games.
However, part of the estimated increase in revenues in that year is attributable to
estimated proceeds from the sale of Samoa-Tel. Consistent with sound fiscal policy as
well as past practice in Samoa, the Government does not propose that any significant
one-off receipts associated with the exchange of one asset (ownership of a commercial
entity) for another (cash) should be dissipated through an increase in current expenditure.
Rather, at the time the proceeds of the sale of Samoa Tel are actually received, the
6

Government will consider whether it is more appropriate that those asset sale proceeds
are used to retire public debt, or to invest in significant infrastructure or other capital
assets on behalf of Samoa.

Expenses
Reflecting the Government’s commitment to: (a) living within its means; and
(b) prioritising its resources on building the infrastructure to meet the needs of future
generations,
only a moderate provision has been made in the forward estimates for increases in
ministry expenses as shown in Table 3 below.
The full impact of the salary and wage increases over the past three years will be fully
realized in 2008/2009 with an incremental increase posted over last year of 6% or from
$133.5m to $142.0m. It is expected that the salary and wage bill would have been
sustained at current levels at $138.0m in 2009/2010 and $138.1m in 2010/2011.
Table 3 GFS Expense ($m)

EXPENSE
Compensation of employees
Wages and salaries
Wages and salaries in cash
Wages and salaries in kind
Use of goods and services
Interest
To nonresidents
To residents other than general government
Subsidies
To private enterprises
Grants
To other general government units
Current
Social benefits
Social security benefits
Social assistance benefits
Employer social benefits
Other expense
Miscellaneous other expense
Current
GROSS OPERATING BALANCE

2007-08

2008-09

366.7
134.2
134.2
134.2
0.0
130.5
9.7
4.1
5.6
1.4
0.8
60.9
60.8
60.8
28.1
15.2
12.7
0.3
1.9
1.9
1.9
116.5

384.6
142.0
142.0
142.0
0.0
140.5
9.0
4.5
4.4
1.3
1.1
62.8
62.7
62.7
26.6
15.3
11.1
0.3
2.4
2.4
2.4
101.7

2009-10 2010-11
390.7
138.0
138.0
137.9
0.1
151.0
8.7
4.4
4.3
1.3
1.1
62.9
62.8
62.8
26.6
15.3
11.1
0.3
2.1
2.1
2.1
93.3

387.2
138.1
138.1
138.1
0.1
147.0
8.8
4.5
4.3
1.3
1.1
63.2
63.1
63.1
26.6
15.3
11.1
0.3
2.1
2.1
2.1
106.3

Public Debt
At the end of 2007/2008, provisional data indicates that the total Government outstanding
debt amounts to $481.8 million. About 94% of this debt is with multilateral
organizations and the rest with bilateral organizations.
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The Government’s total public debt for 2008/2009 is kept at the target level of 40% of
GDP, hovering around 33% and averaging 32% over the forward estimates years.

Summary of Payments and Receipts of Government
Table 4 and Table 5 below provide a breakdown of receipts and payments overall, and by
Ministry for the financial year 2008/2009 and the forward years.
Total receipts and grants of the Government are estimated to grow by 4% in 2008/2009
and projected to be sustained at that level over the following two years. While there is an
expected decline in real terms for ordinary revenue over the forward years, external
grants are expected to rise.
The total expenditures of government are estimated to increase by 16% in 2008/2009 and
projected to be kept within the limits of current spending in the forward years. In terms
of GDP, total current expenditures is estimated to be 33% in 2008/2009 and maintained
at that level of GDP over the two forward years. This is in line with the stated fiscal
target for current expenditures over this forward year cycle.
Budget Accountability Reporting Table
Table 4 - Summary Payments and Receipts ($m)
2007-08

2008-09

2009-10

2010-11

RECEIPTS
Ordinary Receipts
External Grants
Total Receipts and Grants

480.8
76.9
557.7

470.0
110.7
580.7

486.6
91.4
578.0

512.7
73.8
586.5

less
CURENT PAYMENTS
Statutory Expenditures
Expenditure Programs
Ministry Outputs
Third Party Outputs
Transactions on behalf of the State
Unforeseen Expenditures
Total Current Payments

51.5
424.4
232.9
68.5
123.1
4.2
480.2

60.1
404.6
204.9
67.9
131.7
4.0
468.7

77.6
386.5
195.9
68.1
122.5
3.9
467.9

85.8
390.5
198.0
68.4
124.1
3.9
480.1

less
DEVELOPMENT PAYMENTS
Loan financed project payments
Grant financed project payments
Total Development Payments

31.2
76.9
108.2

105.4
110.7
216.1

119.5
91.4
210.9

14.5
73.8
88.3

30.7 -

104.2 -

100.9

18.1

Financed by
Soft Term Financing

31.2

105.4

119.5

14.5

Cash (Deficit)/Surplus after borrowing

0.59

1.23

18.62

32.61

Cash (Deficit)/Surplus

-
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As reflected in Table 5 below, the substantive reduction from $17.0 million to $0.4
million in the receipts to be received by the Ministry of Education reflects the one-off
reduction in receipts estimated for the South Pacific Games. The 22% increase in
receipts by the Ministry of Finance reflects the estimated receipts from the sale of
SamoaTel.
Budget Ministry Reporting Table
Table 5 Summary of Ministry Receipts and Payments ($m)
2007-08
Receipts Payments
Ministry of Agriculture
0.5
11.8
Ministry of Commerce, Industry and Labour
0.3
12.3
Ministry of Communication & Information Technology
2.2
4.0
Ministry of Education, Sports & Culture
17.0
109.5
Ministry of Finance
49.9
53.9
Ministry of Foreign Affairs
0.6
16.4
Ministry of Health
1.5
60.3
Mnistry of Justice & Courts Administration
0.6
8.1
Ministry of Natural Resources & Environment
1.4
20.1
Ministry of Police and Prisons
0.1
20.6
Ministry of the Prime Minister
3.8
6.6
Ministry of Revenue
394.4
9.0
Ministry of Women, Community and Social Developmen
0.7
8.3
Ministry of Works, Transport & Infrastructure
7.2
72.1
Attorney General's Office
0.0
2.4
Office of the Controller and Chief Auditor
0.3
2.2
Office of the Electoral Commissioner
0.0
1.3
Legislative Department
0.0
2.7
Ombudsman's Office
0.4
Public Service Commission
2.6
Bureau of Statistics
0.4
Total
480.8
424.4
Ministry/Department

2008-09
Receipts Payments
0.5
12.4
0.3
13.1
2.8
5.8
0.4
75.6
60.7
53.4
0.6
19.4
2.7
70.1
0.7
8.4
0.9
22.1
0.2
19.8
3.8
7.7
387.2
8.9
0.7
8.3
8.0
63.1
0.0
3.3
0.3
2.6
0.0
1.3
0.0
2.8
0.4
3.0
0.4
3.3
470.0
404.6

2009-10
2010-11
Receipts Payments Receipts Payments
0.4
12.6
0.4
12.7
0.2
13.1
0.2
13.1
2.8
5.8
2.9
5.0
0.4
71.7
0.4
73.1
60.9
53.7
61.1
54.8
0.6
15.0
0.6
14.8
1.4
69.6
1.5
69.6
0.8
8.0
0.8
8.0
1.7
21.4
1.8
21.4
0.1
18.6
0.1
18.6
4.1
7.3
4.3
7.3
405.4
8.5
430.5
8.5
0.2
8.1
0.4
8.1
6.8
56.5
7.0
56.5
0.0
3.3
0.0
3.2
0.3
2.7
0.3
2.6
0.0
1.5
0.1
4.1
0.0
2.7
0.0
2.7
0.4
0.4
2.9
3.0
0.4
3.1
0.4
2.7
486.6
386.5
512.7
390.5

STATEMENT OF FISCAL RESPONSIBILITY
The proposed budget 2008/2009 and forward estimates for 2009/2010 and 2010/2011
were prepared and have been premised on the following principles as stipulated in the
Public Finance Management Act 2001:
a. Managing total State debt at prudent levels so as to provide a buffer against factors
that may impact adversely on the future levels of the total State debt in the future;
b. Ensuring that within any borrowing programme the total overall expenditures of the
State in each financial year are not more than its total overall receipts (inclusive of
borrowings) in that financial year;
c. Achieving and maintaining levels of the State’s net worth that will provide a buffer
against factors that may impact adversely on the future of the State’s net worth;
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d. Managing prudently the fiscal risks facing the State;
e. Pursuing policies that are consistent with a reasonable degree of predictability about
the level and stability of the tax rate for future years;
f. That the policies stipulated in the SDS 2008-2012 and those fiscal policies approved
by Cabinet are in agreement with the fiscal limit that will be applied to the current
and future expenditures on departments and government projects.
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