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The Government and people of the Kingdom of Tonga have been working together with 
the Asian Development Bank (ADB) since 1972. ADB has supported developments in water 
and sanitation, energy, transport and information and communication technology, state-
owned enterprise reform, macroeconomic and fiscal management, and developing the 
private sector. ADB has provided, and will continue to provide, economic and public policy 
advice to enhance the country’s sustainable and equitable growth. Up to 31 December 
2010, Tonga had received $57.79 million in loans and $17.05 million in technical 
assistance since becoming an ADB member.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries reduce poverty and improve the quality of life of their 
people. Despite the region’s many successes, it remains home to two-thirds of the world’s 
poor: 1.8 billion people who live on less than $2 a day, with 903 million struggling on 
less than $1.25 a day. ADB is committed to reducing poverty through inclusive economic 
growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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Tonga

Non–Millennium Development Goals
Population in millions
(2010) 0.1
Annual population growth rate (%) 
(2008–2010) 0.3
Adult literacy rate (%)
(2006) 99.0
Population in urban areas (%)
(2009) 25.0

Millennium Development Goals
Population living below the national poverty line (%)
(2004) 22.3
Under-5 mortality rate per 1,000 live births 
(2009) 19.0
Population using an improved drinking water source (%) 
(2008) 100.0

Sources:  ADB. 2010. Basic Statistics 2010. Manila. 
 UNESCO. 2010. Institute for Statistics Data Centre.
 World Bank. 2010. World Development Indicators Online.
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The partnership between Tonga and ADB is intergenerational. Tonga and ADB are working together, striving for future generations

Tonga and ADB: A Lasting 
Development Partnership

The ancient Kingdom of Tonga is the oldest 
remaining Polynesian monarchy and the only 
Pacific island nation never to be brought under 
foreign rule. Because of the lack of foreign 
influence and relative isolation, Tonga has kept 
its traditions and culture alive. Split into three 
classes—royalty, nobles, and commoners—
life has remained much the same over the 
centuries. In recent years, pressure has mounted 
to change to a more democratic system. Today 
this proud nation has successfully transitioned 
peacefully to a democratically elected 
government reflecting the will and desire of 
its citizens.

Change can already be seen in this Polynesian 
nation, struggling to overcome the financial 
burdens of the global economic crisis. A poor 
mother brings her sick baby to a clinic and is 
able to receive medical care. The owner of a 

tourist shop and restaurant in the business 
district no longer worries about damage and 
lost business days from flooding during the 
rainy season. A poor man who barely eked out 
a living supporting his wife and his six children 
by driving a tractor, now proudly owns that 
vehicle.

A driving force behind these changes is the long 
development partnership between the Asian 
Development Bank (ADB) and the Government 
of Tonga. 

For more than 39 years, this partnership has 
helped to reduce poverty and, more recently, is 
aiding in the country’s recovery from the global 
economic crisis.

Tonga’s national strategic vision aims for a 
higher standard of living for all Tongans. 
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Loan and Grant Approvals ($ million)

1972–2005 2006 2007 2008 2009 2010

ADF 57.79 0 0 11.30 10.00 0

OCR 0 0 0 0 0 0

Total 57.79 0 0 11.30 10.00 0 

ADF = Asian Development Fund, OCR = ordinary capital resources.
Source: Asian Development Bank staff estimates.

Disbursements ($ million)

1972–2005 2006 2007 2008 2009 2010

ADF 52.26 0 0 0.52 1.02 5.65

OCR 0 0 0 0 0 0

Total 52.26 0 0 0.52 1.02 5.65 

Through 15 loans and 59 technical 
assistance projects since joining 
ADB, Tonga and ADB are working 
together to help create a society 
with higher standards of living and 
a better quality of life

The country has made progress toward 
achieving many of the targets in the Millennium 
Development Goals (MDGs). Access to safe 
water and sanitation is widespread, as is high 
literacy rate and high primary and secondary 
enrollment in schools, while health indicators 
have improved steadily.

Since joining ADB in 1972, Tonga has 
received 15 loans amounting to $57.79 
million and 59 technical assistance projects 
amounting to $17.05 million. In 1992, ADB 
shifted its operational emphasis to focus 
on macroeconomic policies, public sector 
performance, and the climate for private sector 
investment. Three technical assistance projects, 
amounting to $1.015 million and two grant 
projects, amounting to $21.3 million, are 
currently active. 

Loans, technical assistance, and grants to Tonga 
are funded through ADB’s Asian Development 
Fund (ADF).

Tonga’s Country Partnership Strategy (CPS)  
2007–2012 defines three key areas as its 
main objective: reducing poverty based on 
infrastructure development, financing of  

pro-poor policies through effective and prudent 
macroeconomic and fiscal management, and 
developing the private sector. 

The CPS supports Tonga’s continued economic 
and social development and achievement of 
the MDGs.

ADB’s strategy for Tonga is aligned with 
and supports the government’s long-term 
development vision, firstly under the Strategic 
Development Plan 2006/07-2009/10 (SDP8) 
and now the new National Strategic Planning 
Framework 2009/10-2014/15 (NSPF). The NSPF 
aims to create a society where all Tongans enjoy 
higher living standards and a better quality 
of life through equitable and environmentally 
sustainable private sector-led economic growth.

Development Effectiveness Brief: 
Tonga  
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ADB’s Contribution 
to Development and 

Poverty Reduction

ADB’s Integrated Urban Development Sector Project is facilitating the clearing of clogged drains in flooded villages in Tonga

Tonga’s development plans emphasize a 
growing private sector. Its economy relies 
heavily on remittances from expatriate Tongans 
who live mainly in Australia, New Zealand, and 
the United States.

Tonga’s economy contracted by 0.4% in 2009 
as a result of the global economic crisis, and 
the downturn had continued throughout 2010. 
The economic downturn was exacerbated by 
lower remittances, reduced household incomes, 
depressed economic activity, and falling 
government revenue. The country’s medium-
term economic recovery depends heavily on 
Tonga’s public sector reforms and support to 
private sector development.

In 2002, ADB approved the Economic and 
Public Sector Reform Program (EPSRP), aiming 
to help the government address slow economic 
growth, unemployment, poverty, and unequal 
economic distribution and access to services. 

The EPSRP was crucial in supporting the 
government’s prudent economic policy stance. 
The program also helped reduce pressure on 
foreign exchange fluctuations as the National 
Reserve Bank of Tonga moved to protect its 
reserves against volatility in the money supply 
and from import growth.

A series of technical assistance projects helped 
the government to strengthen the corporate 
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Sector Distribution of Loan and Grant ApprovalsSupport to improve public sector 
management (25%) dominates 
the funds provided to Tonga, 
followed by support to promote 
the energy sector (16%) 

Source: ADB.
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governance of public enterprises, establish a 
monitoring framework, and to train directors 
and senior officers about the requirements of 
the Public Enterprises Act. 

ADB has provided four phases of the technical 
assistance supporting the state-owned 
enterprise (SOE) reform. Phases 3 and 4 
supported rationalization of selected public 
enterprises. This included restructuring SOEs, 
such as the Shipping Corporation of Polynesia 
and the International Dateline Hotel, and selling 
either assets or shares of other SOEs, such as 
the Leiola Group, the Tonga Machinery Pool, 
and Tonga Timber. 

ADB’s Economic Support Program grant of
$10 million is helping Tonga mitigate the 
impact of the global economic crisis by 
providing a quick disbursing response and 
supporting extensive public and private sector 
reform. Its Integrated Urban Development 
Sector Project is paving the way for new roads, 
improved sanitation, better drainage, and 
increased access to safe waste disposal.

Empowering the 
Private Sector
The Government of Tonga is committed to 
public enterprise reform and has shown this 
commitment through several ongoing pre-
privatization initiatives, including liquidations, 
privatization tenders, and adopting a policy 
to phase out all government ministers and 
civil servants from public enterprise boards, 
demonstrating a commitment to accountability.

Sione Vaiangina was barely able to support 
his wife and six children driving a tractor at 
the formerly government-owned Tokomolulu 
Machinery Pool. But after the government 
sold the machine shop to the private sector 
under the ADB-supported Reforming Public 
Enterprises program, Vaiangina was able to buy 
his own tractor through a bank loan.

‘’The difference to our lives is enormous,’’ 
Vaiangina says. ‘’When we were poor, it was 
so hard to pay for the basics for my family. But 
now I have this tractor. Now, things are very 
fine. I have enough work and enough money 
to take care of my family. We are living a much 
better life than before.’’

The Chief Executive Officer of the Ministry 
of Public Enterprises, Inoke Vala, says the 
government’s objective is to make sure public 
enterprises operate as commercial enterprises 
and provide competitive, quality services.

“The government’s objective is to leave business 
management and development to the private 
sector,’’ Vala says.
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ADB’s Contribution 
to Development and 
Poverty Reduction

Sione Vaiangina is grateful for the opportunity to purchase his new tractor

To date, the government’s biggest success story 
is the sale of the Leiola duty-free store. The 
government sold it for T$6 million (about 
$3.6 million), and the shops are now completely 
owned and managed by the private sector.

Although Tonga’s tourism industry is relatively 
underdeveloped, the government recognizes 
that tourism could play a major role in 
economic development. The privatization of 
the duty-free shop has led to private sector 

Public enterprise reform is a 
cornerstone in the ADB program, 
“The difference is enormous...
I have enough work and enough 
money to take care of my family...,” 
says Vaiangina, a beneficiary 
of the reform

initiatives aimed at international tourists, which 
include a restaurant with full Wi-Fi capability 
and shops selling clothes and Tongan crafts.

Tonga has implemented effective monitoring 
and governance arrangements that surpass the 
strict requirements of the law. In an ADB report, 
Finding Balance 2011, a comparative study of SOE 
performance rated Tonga as having outperformed 
Fiji, the Republic of the Marshall Islands, Samoa, 
and Solomon Islands on SOE reform.

‘’The government believes in the private sector 
and wants to provide a fair playground for 
everybody,” Vala explains.

The government, in partnership with ADB, is 
running public–private partnership training 
programs to help the private sector learn 
strategies to make business profitable, review 
business processes for efficiency, and promote 
ethical business practices.



Development Effectiveness Brief: 
Tonga  

6

ADB’s program to Tonga is strengthening the local entrepreneurs

Lessening 
the Impact of 
the Global 
Economic Crisis
The global economic crisis has hit Tonga hard. 
Its economy contracted by 0.4% in 2009 and 
the downturn had continued throughout 2010.

Remittances, which traditionally account for 31% 
of gross domestic product (GDP), have fallen to 
about 27% in 2009 (fiscal year ended June). A 
World Bank survey in 2004 found that more than 
90% of Tongan households received remittances 
that, on average, amounted to $3,067 per 
household annually, or $745 per person. 

These recent declines in remittances, weak 
export demand, a slump in trade tax receipts, 

declining tourism revenues, and a weakening 
of credit flow within domestic finance sector 
indicate Tonga is feeling the impact of the crisis 
to a greater extent than the government initially 
expected.

Tonga, like other small remittance-dependent 
economies in the Pacific region, is highly 
vulnerable to domestic and external shocks. 
Over the last 10 years, GDP growth averaged 
1.4% per annum. This is well below the 
regional average of 3.2%. Political upheaval, 
underlying structural constraints, and the global 
economic crisis restricted Tonga’s pace and 
depth of growth.

Fishing and agriculture remain the largest 
contributors to overall output, accounting 
for 20% of total GDP, but their importance is 
decreasing, aggravated by recent poor export 
prices, a decline in fishing conditions, and in 
comparison to services sector led by tourism 
and communications.
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ADB’s Contribution 
to Development and 
Poverty Reduction

Former Alternate Governor for Tonga in ADB, Aisake Eke, believes 
ADB has given a great deal of help to Tonga to manage the global 
economic crisis 

ADB is supporting the people of 
Tonga weather the impacts of 
the global economic crisis, with 
particular attention to those most 
vulnerable in the community

To help weather the crisis and create the basis 
for a more equitable and sustainable growth 
in the medium term and create an economy 
more resilient to future shocks, ADB approved a 
two-tranche ADF $10 million economic support 
program for Tonga.

This program has enabled Tonga to lessen the 
impact of the economic crisis on the poor. 
Tonga’s government slashed its budget by 
18% across the board, but because of the 
ADB grant, health and education was reduced 
minimally, lessening the economic impact on 
the poor and vulnerable.

’This is a crucial piece of assistance for Tonga,’’ 
explains the former Alternate Governor for 
Tonga in ADB and Secretary for Finance 
Aisake Eke. ‘’We do not have enough financial 
reserves, and the program provides a quick 
disbursement of funds.’’

This program also supports the implementation 
of an extensive public and private sector 
reform agenda aimed at improving productivity 
and medium-term growth prospects, 
strengthening the government’s budgetary 
process, developing and implementing a debt-
risk management and mitigation policy, and 
improving the legal environment for the private 
sector to help lower the cost of doing business.

Balwyn Fa’otusia, of the Ministry of Finance 
and National Planning’s Project and Aid 
Management Division, says support for the 
poor and vulnerable is crucial.

‘’Because of the ADB grant, we were able to 
protect the expenditure on the health and 
education sectors. This program provides 
the government with the additional financial 
resources needed to protect the most 
vulnerable members of our society from the 
impacts of the global economic crisis and 
enables us to continue with structural reforms 
that will promote economic growth.’’

Balwyn Fa’otusia of the Ministry of Finance and National Planning 
thinks ADB’s program loan has provided crucial assistance to Tonga
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Urban 
Development: 
Improving Lives 
through Sanitation, 
Drainage, and 
Roads
The Kingdom of Tonga consists of five main 
island groups: Eua, Ha’apai, Niua, Tongatapu, 
and Vava’u. In recent years, migration from the 
outer islands to the urban area of Nuku’alofa, 
the capital of Tongatapu, has increased. 
This has been fueled, in part, by natural 
disasters, but is largely driven by the need for 
employment, education, health services, and 
other basic services.

Based on the 2006 census, 71% of the total 
Tongan population (of just over 100,000 
people) lives on Tongatapu. Almost a quarter 

(23.2%) of the population is classified as urban, 
living in the Nuku’alofa area. 

The growing migration of Tongans from the 
outer islands to the Nuku’alofa area is straining 
its resources and creating social, environmental, 
health, and economic problems. Increasingly, 
marginal and poor land, including some of the 
mangroves around Nuku’alofa, are being used 
for housing these migrants, many of whom 
remain poor and vulnerable.

The Government of Tonga provides for an 
allocation of land to every adult male citizen. 
With the growing urbanization, it is becoming 
increasingly more difficult for the government 
to provide this, and when it does, it often 
involves marginal land. Because of this, many 
people in Nuku’alofa live in low-lying areas 
that often flood during the rainy season with 
stagnant water pooling for several weeks 
at a time.

Commercial activities are also adversely affected 
by rainy season flooding in low-lying areas. 
Businesses suffer losses due to damaged stock, 
and access to businesses is hampered by 

Kathy Vave, manager of Friend’s Cafe, is grateful that her business will not flood when it rains
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ADB’s Contribution 
to Development and 
Poverty Reduction

Malakai Vakasiuola, project consultant, inspects a new testing well

flooded roads in the main area of Nuku’alofa, 
severely straining commercial activity.

With the decreasing availability of suitable land, 
social services in Nuku’alofa are deteriorating. 
Sanitation, drainage, roads, and waste disposal 
all need attention. Combined with the recurring 
flooding in that area, health and social services 
are worsening. The government acknowledges 
for sustained growth—health, education, 
water and sanitation, infrastructure, and the 
environment all need improving.

In line with this, ADB is supporting the 
Government of Tonga with $11.30 million ADF 
grant for the Integrated Urban Development 
Sector Project (IUDSP), aimed at addressing 
these specific urban needs in the country’s 
capital island of Tongatapu, including the 
high priority work on roads, drainage, and in 
sanitation infrastructures.

Cleaning and repair of road drains in the 
business commercial area of Nuku’alofa is 
an ongoing operation. Almost nightly, large 
sweeping trucks using powerful vacuums work 
at cleaning the town’s streets and unclogging 
the drains and drain lines.

Kathy Vave is manager of the popular 
restaurant and tourist center, Friend’s Café. 
During last year’s rainy season, her lucrative 
business was forced to close its doors for 
several days due to flooding.

‘’The flooding was really bad. Last rain season, 
we’re completely flooded twice—our whole 
place was filled with water, we had to close 
down the business because of the damage 
to the property. That really hurt and it cost us 
money,’’ Vave explains. ‘’But now, with this 
machine, it is really helping to clear up the 
drains and stop the flooding. I’m really hoping 
this machine will help the business.”

Wells have been built around the capital area 
to monitor the pollution levels. Every month, 
checks are made to see if sewage from the 
residents’ septic tanks is getting into the sea or 
the nearby lagoon. 

“We open up the wells and take samples 
monthly. We test for nitrates and fecal matter, 
and monitor the life of the project. The data 
will tell us what’s happening down there,’’ says 
Malakai Vakasiuola, IUDSP project consultant.
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Ungatea Fomua Kata, principal of Tupou High School, reviews the 
affected school playground

ADB is helping schools, 
businesses, and families by 
reducing the risk of flooding, 
making improvements to roads, 
improving drainage, and supporting 
ongoing maintenance

Roads around Tongatapu will be widened, the 
drains dredged, and footpaths added. All-
weather roads with proper drain lines will also 
be constructed in low-income and low-lying 
residential subdivisions to replace piecemeal 
filled and often flooded roads, giving people 
better access to their allotments.

The flooding has severely affected several 
schools in Nuku’alofa. The IUDSP will soon clear 
the drains near the affected schools.

‘’When it rains, the whole field becomes a lake, 
and parts of the school become submerged. 
The water stays for up to 2 weeks,’’ says 
Ungatea Fomua Kata, principal of Tupou High 
School, which floods every time it rains. ‘’This 
is a huge problem for us. To say the drainage 
would be wonderful is an understatement—it 
will be a miracle. The sooner the project is 
finished, the better for us.’’

Development Effectiveness Brief: 
Tonga  
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Operational Effectiveness: 
Improving Efficiency 

and Performance

ADB’s projects and programs in Tonga have 
generally fared well, being rated as either 
successful or partly successful. Its 2009 project 
performance rating implementation stands 
pegged at 100%. The overall disbursement ratio 
for sovereign operations stands at 9%, while 
the proportion of projects that support private 
development is rated at 50%. 

The Youth Microenterprise Development 
technical assistance project, completed in 
2009, was rated a success. This program was 
aimed at helping the youth of Tonga find 
employment through youth microenterprises 

and youth development training. Some of the 
lessons learned include strategies to manage 
and reduce the risks of implementation due to 
political and institutional changes.

A technical assistance project to support the 
implementation of the SDP8, completed in 
2009, was rated as partly successful. Some 
key lessons learned include more focus on 
improving cash management before moving 
on to more advanced steps, such as the 
preparation of a medium-term budgetary 
framework, and the importance of sustaining 
capacity building.

ADB programs aim at helping the youth of Tonga
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The Rationalization of Public Enterprises, 
Phase III technical assistance project, completed 
in 2009, was rated as partly successful. The 
project inputs were successful and helped 
continue the momentum of SOE reforms. The 
lessons learned are that objectives should be 
comprehensible, concise, and realistic.

The Business Development Services technical 
assistance project, completed in 2008, was also 
rated as partly successful. Most of the expected 
outputs were delivered, and the intended 
objectives were generally achieved. Major 
lessons learned were the importance of hiring 
domestic consultants with enough experience 
to carry out the required tasks and to provide 
adequate remuneration to domestic consultants 
in order to attract the level of competence 
needed to successfully implement the technical 
assistance.

Some challenges include the lack of data—data 
are either unavailable or outdated—needed 

to prepare timely, quality reports required 
for ADB programs. This sometimes hampers 
Tonga’s ability to meet ADB’s requirements and 
procedures, which can lead to project delays.

To further improve efficiency, technical 
assistance projects can continue to build 
capacity and impart skills onto local 
counterparts, working with teams to ensure 
information and lessons learned can be passed 
on to team members. 

The joint ADB–World Bank field presence 
in Tonga has strengthened country-level 
interaction and capacity building on the 
ground. ADB regularly participates in the 
International Monetary Fund (IMF) Article IV 
missions to Tonga. 

ADB and the World Bank jointly support 
the government in business reforms. ADB is 
involved with reforming company law while the 
World Bank is involved with modernizing the 
company registry.

ADB’s efforts in Tonga have achieved results. 
Implementation of projects appears to be 
progressing well. Tonga’s main business district 
drains have been unclogged, leading to little or 
no flooding which, in turn, allows the flow of 
commerce to flourish. 

The second phase of the IUDSP is nearly ready 
for implementation, and will vastly improve the 
country’s roads, sanitation, and water supply 
and ease its worsening flooding problems.

Political commitment to public enterprise 
reform is high, with results achieved in the 
course of the reform process, including the 
privatizations of several SOEs and several 
ongoing pre-privatization initiatives.

ADB’s efforts in Tonga have 
achieved results. ADB and Tonga 
are learning lessons together 
and building these into future 
project designsBusinesses, like this airport cafe, are doing well due to less flooding
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Future Challenges

Tonga’s future at play

The fiscal challenges facing Tonga have been 
exacerbated by the global economic crisis. 

Broad public sector and economic reforms that 
began in the early 2000s are in place and are 
generating benefits, with further improvements 
scheduled to follow. But these gains and 
future gains could be threatened if ongoing 
government reforms are delayed.

Government attention should focus on ensuring 
the exchange rate accurately reflects its terms 
of trade, keep a high level of fiscal prudence, 
stimulate domestic investment by a careful 
relaxation of monetary policy, and provide 
carefully targeted social support to households 
and individuals at risk.

The private sector should become the engine 
of growth. The continued rationalization of 
public enterprises will improve the competitive 
environment for the private sector.

Successful implementation of governance 
reform is essential to Tonga’s future 
development. Governance reform holds the 
key to progress.

Constrained capacity and institutional weakness 
remain two major obstacles to sustainable 
development in Tonga. 

The effectiveness of capacity development 
investments needs to be strengthened to avoid 
negative impacts on service delivery to the poor, 
the investment climate, and the effectiveness of 
development lending.

The reconstruction of the central business 
district is expected to boost the economy in the 
short to medium term.

In the longer term, it is important that the 
efforts to reform SOEs continue and efforts to 
address land tenure issues be implemented. 

There is a strong sense in Tonga that reforms 
are achievable, and the government has 
expressed a willingness to undertake 
far-reaching reforms that would encourage 
private sector development.

However, if Tonga is to achieve its full potential, 
the government must continue to build on 
the progress achieved in order to continue to 
improve the business climate, and promote 
investment and improved productivity that will 
lead to a higher long-term, sustainable growth.
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The Government and people of the Kingdom of Tonga have been working together with 
the Asian Development Bank (ADB) since 1972. ADB has supported developments in water 
and sanitation, energy, transport and information and communication technology, state-
owned enterprise reform, macroeconomic and fiscal management, and developing the 
private sector. ADB has provided, and will continue to provide, economic and public policy 
advice to enhance the country’s sustainable and equitable growth. Up to 31 December 
2010, Tonga had received $57.79 million in loans and $17.05 million in technical 
assistance since becoming an ADB member.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries reduce poverty and improve the quality of life of their 
people. Despite the region’s many successes, it remains home to two-thirds of the world’s 
poor: 1.8 billion people who live on less than $2 a day, with 903 million struggling on 
less than $1.25 a day. ADB is committed to reducing poverty through inclusive economic 
growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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