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DEBT SUSTAINABILTY ANALYSIS 
 

1. Declining debt–GDP ratio. Samoa’s external debt as a ratio of its gross domestic product 
(GDP) reached 54.9% in FY2015 as the government invested in a series of large construction 
projects funded through foreign loans, in the aftermath of twin disasters: a tsunami in FY2009 and 
Cyclone Evan in FY2013, both of which resulted in significant economic losses. With government 
fiscal consolidation measures from FY2016, improving fiscal balances reduced the external debt–
GDP ratio to 46.9% in FY2019 before the coronavirus disease (COVID-19) pandemic. This was 
also helped by the Asian Development Bank (ADB) and the World Bank recognizing Samoa as a 
grant-only recipient in 2018, reducing pressure for loan-financed development spending. 
Domestic debt was 1.5% of Samoa’s total public debt in FY2019, and external debt drives public 
debt dynamics.  
 
2. Pre–COVID19 debt sustainability analysis. The International Monetary Fund (IMF) 
assessed Samoa to be at high risk of external debt distress in 2019, prior to the COVID-19 
pandemic.1  The analysis incorporated the average long term costs of natural disasters and 
climate change into the baseline scenario to consider their impact on economic growth, the fiscal 
position, and current account balance. IMF projected the nominal external debt–GDP ratio to 
reach 50.5% in FY2022 and 54.3% in FY2025. There was a breach of the policy-relevant 
threshold under the baseline scenario for the present value of the external public and publicly 
guaranteed debt–GDP ratio from 2036. Stress tests confirmed the vulnerability of debt to plausible 
shocks. In particular, a tailored shock, similar in scale to the median impact of past disasters 
caused by natural hazards in Samoa, would cause a large and significant deterioration in debt 
sustainability in the aftermath of the event. External debt was considered sustainable over a 20-
year period, and the IMF advised the government to maintain fiscal deficit below 2.0% of GDP.  
 
3. Post–COVID19 debt sustainability analysis. Since the IMF’s 2019 analysis, the growth 
forecasts for FY2020 and FY2021 have been revised substantially downwards by all development 
partners in the aftermath of the COVID-19 pandemic. The IMF projects a stable medium-term 
growth trajectory of 0.9% annually in FY2025–FY2040. Higher fiscal deficits projected in the 
aftermath of COVID-19 have resulted in higher potential debt-creating flows.   
 
4. The IMF undertook another debt sustainability analysis in April 2020, and reconfirmed that 
Samoa continued to be at high risk of external debt distress, with debt remaining sustainable over 
a 20-year period.2  Higher fiscal deficits in the short-term as a result of the COVID-19 pandemic 
pushes up the nominal external debt–GDP to 68.0% by FY2022, and to 72.2% by FY2025. Under 
the baseline scenario, the present value of the external public and publicly guaranteed debt–GDP 
ratio breaches the policy-relevant threshold from 2035. Even in this analysis, a tailored shock, 
similar in scale to the median impact of past disasters caused by natural hazards in Samoa, would 
cause a large and significant deterioration in debt sustainability in the aftermath of the event. The 
IMF advised that maintaining the indicative deficit target at 1.0% of GDP on average during the 
recovery period, and below the authorities’ 2.0% annual deficit ceiling over the medium term, 
while seeking external grants to finance development projects, could help bring down the external 
debt–GDP trajectory and promote economic growth. 
 
5. ADB assessment. ADB’s own assessment confirms that Samoa will remain at high risk 

 
1   IMF. 2019. Samoa: 2019 Article IV Consultation-Press Release; Staff Report; Staff Statement; and Statement by the 

Executive Director for Samoa. Country Report No. 19/138. Washington, DC. 
2   IMF. 2020. Samoa. Request for Disbursement under the Rapid Credit Facility—Press Release; Staff Report; and 

Statement by the Executive Director for Samoa. IMF Country Report No. 20/138. Washington, DC. 
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of external debt distress, but that debt will be sustainable over the long term. If Samoa relies on 
grants to finance the deficit, the debt–GDP trajectory could be lower than projected by the IMF 
(para. 4), reaching 49.9% in FY2022, and falling to 46.5% in FY2025, as growth resumes (figure). 
Since the COVID-19 Pandemic Response Option is a $20 million grant, it will help debt to remain 
sustainable as it will substitute for potentially higher cost (even if concessional) borrowing. 
 

Figure: Nominal Public and Publicly Guaranteed External Debt as share of Gross 
Domestic Product under Two Scenarios of Financing Fiscal Deficit 

 
FY = fiscal year, GDP = gross domestic product, p = projections. 
Source: Asian Development Bank; and IMF. 2020. Samoa. Request for Disbursement under the Rapid Credit Facility—
Press Release; Staff Report; and Statement by the Executive Director for Samoa. IMF Country Report No. 20/138. 
Washington, DC. 

 
6. Macroeconomic management. Samoa had a pre-COVID record of following a sound 
budgetary framework. A medium-term fiscal framework was developed in March 2013 (in the 
aftermath of Cyclone Evan disruptions) to bring the government’s fiscal position to more 
sustainable levels over 3–5 years. It was linked to the joint policy action matrix reform process 
supported by ADB and other development partners. The medium-term fiscal framework laid out 
various targets: (i) budget deficit below 2% of GDP; (ii) current expenditure below 30% of GDP; 
(iii) personnel costs below 40% of current expenditure; (iv) public debt below 50% of GDP; (v) 
debt service below 20% of total revenue; and (vi) import cover between 4–6 months of imports. 
Since FY2016, through fiscal consolidation measures, Samoa has largely stayed within its fiscal 
framework targets.   
 
7. While disasters caused by natural hazards led to periodic disruptions, prior to COVID-19 
the government had (i) reduced the fiscal deficit from around 5.3% of GDP in FY2014 largely due 
to financing Cyclone Evan reconstruction, through expenditure controls and growing revenues 
(aided by strong own-tax performance), and recorded a fiscal surplus of 2.7% of GDP in FY2019; 
and (ii) improved the current account balance from a deficit of 8.1% of GDP in FY2014 to a small 
surplus of 2.3% in FY2019. The fiscal deficit has averaged 1.8% of GDP during FY2013–FY2019, 
broadly within the IMF’s recommendation of 2.0% of GDP.  
 
8. Samoa’s debt management has also been prudent. 3  The Medium Term Debt 
Management Strategy 2016–2020 aims to achieve the government’s overall debt management 
objective “to ensure that the financing needs of the State are met at all times on a timely basis 

 
3  The Public Finance Management Act 2001 provides the legal framework governing Samoa’s debt management. 
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and that the borrowing costs of the State are as low as possible over the medium term, within a 
prudent risk level.”4 The strategy mandates that borrowing over the medium term should continue 
to prioritize external concessional borrowing by limiting approval for external loans to those with 
at least 35% grant element and that support projects with a minimum positive economic return 
sufficient to cover the interest and repayment costs. In addition, monitoring and management of 
public debt includes (i) implementation of the procedures and guidelines for contracting new loans 
and issuance of guarantees approved by Cabinet in 2014 to ensure that fiscal targets are adhered 
to; (ii) submission of annual reports to Cabinet and Parliament on debt management operations 
of the government; and (iii) setting of strategic indicators and targets to monitor the costs and risk 
exposure of the public debt portfolio. Effective implementation of the Medium Term Debt 
Management Strategy 2016–2020 is crucial to keep Samoa’s debt at sustainable level. 
 
9. Samoa’s external debt is on concessional terms, and long term in nature. More than half 
the total external debt is owed to multilateral institutions (mostly the World Bank and ADB), and 
the rest comes from bilateral donors, of which around 80% is owed to the People’s Republic of 
China. Debt is transparently reported, with the Ministry of Finance publishing government debt 
statistics on its website every quarter. This report covers the currency and creditor composition 
of government debt and the lending terms. The government seeks to maintain an indicative ceiling 
of 50% for the total debt–GDP ratio. Discussions with ADB suggest that the government is seeking 
to finance higher fiscal deficits following COVID-19 through grant financing from partners, with no 
new external or domestic loan financing specified in the budgets. Any shortfall in partner grants 
is expected to be made up from revenue efforts (including direct assistance from public bodies 
and state-owned enterprises) and reprioritization of non-stimulus expenditures.5  
 
10. Public financial management. Through ADB’s prior policy-based budget support, and 
with ongoing support from the Pacific Financial Technical Assistance Centre, Samoa has made 
progress on public financial management reforms including budget documentation, audit, and 
cash management. Samoa also completed the full in-country Public Expenditure and Financial 
Accountability exercise in 2019. 6  Further capacity building support focuses on continuous 
improvement in financial reporting and the monitoring of state-owned enterprise risks. On the 
revenue side, a full review of tax administration audit programs, structure, staffing arrangements, 
management practices, risk analysis, and case selection systems to underpin a new audit plan is 
under way. Debt management is a strong area of performance, and processes around debt 
management, particularly recording of information and systems for contracting loans and 
providing guarantees, have improved since 2010.  
 

 
4  Government of Samoa. 2016. Medium Term Debt Management Strategy 2016–2020. Aid Coordination and Debt 

Management Division. Ministry of Finance. Samoa.  
5   The government has drawn down $2.9 million in grants from ADB’s contingent disaster financing facility for Samoa, 

but has not drawn down the $3.1 million in concessional loans from the same facility since it is keen on first exploring 
grant availability from partners.  

6   Pacific Financial Technical Assistance Center. 2019. Samoa Public Expenditure Financial Accountability 
Assessment. Apia. 


