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WORLD HEALTH ORGANIZATION 

ECONOMIC AND SOCIAL STRUCTURE 

OVERVIEW 
Tuvalu is an archipelago comprised of three small reef islands 
and six atolls located on the western margin of Polynesia, 
approximately 1000 kilometres (km) north of Fiji. The islands 
seldom rise more than 4 metres above sea level. The country has 
a total land area of only 24.4 square kilometres (sq km), spread 
over 750,000 sq km of the Central Pacific. The islands range in 
size from .41 sq km (Niulakita) to 4• 9 sq km (Vaitupu). The 
country
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 s small land area supports a population of just over 
9, 000. Over a third of the population is concentrated on the main 
island of Funafuti, which also represents the country's only 
urban centre. The remainder of the population live in single-
village settlements on the other eight islands. The country's 
average population density is very high at 378 per sq km, 
reaching 1454 per sq km on Funafuti • The rate of population 
growth, though declining, is still unsustainable given the 
country's small size, limited resources and ecological 
vulnerability. 

Tuvalu is a mixed market-subsistence economy. The market economy, 
composed mainly of government services and to a lesser degree 
construction and tourism, is located almost exclusively on 
Funafuti. Subsistence activities, primarily fishing and 
agriculture, support a large majority of the population. Tuvalu, 
one of 42 countries designated as least developed by the United 
Nations (UN), has a Gross Domestic Product (GDP) at factor cost 
of A$ll ЛЗ million (1990). Not including subsistence activities, 
real per capita GDP is well under A$l,000. Much of the country's 
vast sea-based resources remain untapped and/or unexplored, but 
offer significant potential for future development. 

ECONOMIC ACTIVITY 
Economic activity is dominated by the public sector, which is 
responsible for most non-subsistence activities. Historically, 
this arrangement has been reinforced by the country
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 s cultural 
orientation as a communal society. Capital investment by 
Government has been financed predominantly by external aid, 
usually through grant assistance. The wide spatial distribution 
of the nine islands has also inhibited geographical 
diversification of productivity• Hence, productive activities are 
undertaken almost exclusively on Funafuti, with small but growing 
levels of economic activity in Vaitupu. The limitations imposed 
by a cash economy have also contributed to restricting growth in 
national output. 

At factor cost, GDP has grown from $6.26 million in 1986 to 
$11.13 million in 1990. A substantial portion of GDP (8-10%, 
1990) is contributed by compensation to expatriate employees. 
When this element is factored out the per capita income of 
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Tuvaluans averaged $884 between 1986 and 1990, increasing from 
$651 in 1986 to roughly $1150 in 1990. The strong growth in per 
capita GDP between 1986 and 1990 (15% on an annualized basis), 
was offset somewhat in 1989 with a decline of 3.2%. This decline 
was the result of a reduction in government expenditure 
(particularly capital expenditure) during that year. It is 
important to note that while GDP/capita has increased 
substantially in recent years, recent estimates include a 
significant contribution from subsistence activities amounting 
to 25% of GDP. Factoring out subsistence contributions, 
GDP/capita is significantly less than $1000 per year. In 
addition, roughly 60% of the population on the outer islands (01) 
have a lower standard of living than the figures suggest, since 
the main productivity and service related contributions to GDP 
are concentrated on Funafuti• 

NATURAL RESOURCES 
Agriculture is the main private-sector economic activity with 
some 80% of the rural population involved. However, limited land 
space and poor soils severely constrain agricultural output. 
Coconuts

f
 eggs and poultry are the main exceptions. Copra from 

the former is exported (although falling prices and other 
marketing difficulties have affected exports) ； the latter two are 
available on the domestic market but need to be supplemented by 
imports. Other agricultural production is confined to tree crops 
such as breadfruit, bananas and pandanus and a few root crops 
such as talo, sweet potatoes and pulaka. Pigs are reared 
principally for domestic consumption at special functions and 
celebrations. Recent estimates show agriculture accounting for 
nearly 14% of GDP (1990). 

The sea is Tuvalu's principal natural resource. The country has 
an exclusive economic zone (EEZ) of approximately 750,000 sq km. 
Lagoon and reef fish caught by communal and artisanal fishermen 
are the main sources of protein. Pelagic fish hold the best 
potential for commercial and export development in the fishing 
sector. While approximately 300 tons of commercial fish is landed 
annually, the potential to increase landings for domestic 
consumption and export is currently under investigation. The 
main source of income from the sea is revenue earned from Foreign 
Fishing Vessels (FFV) operating in Tuvalu
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s EEZ. 

With regard to mineral resources within the EEZ, the resource-
base is largely unknown and thus remains unexploited. This is due 
to a number of factors, primary amongst them is a shortage of 
domestic financial resources dedicated to exploration. Some 
investigative activities are, however, currently under way 
through assistance from South Pacific Applied Geo-Science 
Commission (SOPAC). 

OTHER SECTOR ACTIVITY 
Although the construction sector accounted for 13.8% of GDP 
(1990), making it the second largest component, most construction 
activity is generated by the Government's Public Works Department 



(PWD). Indeed, over 80% of the work of the four private building 
contractors is spillover from PWD. The main areas of 
construction activity is concentrated in road works, coastal 
protection, government facilities and water-related 
infrastructure projects• 

While the tourism and other commercial sectors are rapidly 
expanding, their contribution to national income remains small 
due to international air-sea transport and infrastructure 
constraints. As a consequence, in the commercial sector, exports 
account for less than 1% of total imports resulting in a severe 
and chronic trade imbalance. 

OVERSEAS DEVELOPMENT ASSISTANCE AND PUBLIC FINANCE 
Development Assistance 
Government expenditure for both development and recurrent 
expenses is the country
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 s main catalyst for economic growth. Both 
are heavily dependent on official development assistance (ODA). 
Inflows of ODA are negotiated annually, covering one to three 
year cycles. The principal donors being Australia, New Zealand 
and the United Nations, which together contributed nearly 60% of 
total ODA in 1991. Less substantial but significant 
contributions are made by the United Kingdom (UK), Japan, 
Republic of China on Taiwan, the United States and the European 
Economic Community (EEC). Nearly 50% of all development 
resources are injected into physical infrastructure and 
productive sectors, with contributions to social infrastructure 
and services accounting for 35% (not including contributions to 
the Tuvalu Trust Fund). Investment in productive capacity 
fluctuates markedly, with agriculture and fishing usually 
consuming the majority of available development resources. 

Tuvalu Trust Fund 
ODA inflows to the recurrent budget take the form of 
contributions to the Tuvalu Trust Fund (TTF). The Fund, set up 
in 1987, was capitalised with $27.7 million. Initial contributors 
to the Fund included the governments of Tuvalu ($1.6 million), 
UK ($8.5 million). New Zealand ($8.3 million), Australia ($8 
million), Japan ($0,7 million), and the Republic of Korea ($0.03 
million). Earnings from the fund were expected to replace 
recurrent grant aid from the United Kingdom. Drawdowns from TTF 
commenced in 1988, since first-year earnings were not sufficient 
to make payments while maintaining the real value of the fund. 
The maintenance of the Fund

1

 s real value is one of the principles 
governing TTF. Since its creation, Tuvalu has benefitted from 
the Fund in 1988, 1989 and 1990 earning $493,000, $380,330 and 
$1,200,000, respectively; however, the early payouts from the 
Fund were less than was originally anticipated. The 1992 Fund 
drawdown covering the financial year 1990-91 partially made up 
for the poor performance of previous years with a payout from the 
Fund of $5.88 million. 
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In late-1991/ TTF had an estimated value of $36 million. It 
should be noted that drawdowns from the Fund have thus far 
occurred in years in which major domestic revenues from sources 
such as the sale of fishing licenses and philatelic sales have 
been disappointing. In 1990, TTF contributions accounted for 
22.6% of total recurrent revenue• The major domestic revenue 
sources, which fluctuate from year to year, are fisheries 
licenses (averaging 17%), import duties and sales tax (17%), 
Marine/Nivaga (12.7%) and income and company taxes (10,6%). 

Even in light of Government
1

 s inability to properly plan and 
predict revenue out-turn, it has resisted borrowing from 
international capital markets to cover housekeeping expenses. 
Instead, drastic cutbacks in expenditure have dominated fiscal 
policy^ thus allowing revenue growth to outstrip that of 
expenditure. Between 1986 and 1990 revenue grew by 38.2% to $5.3 
million, while expenditure increased by 37.9% to $5.6 million. 
Despite these efforts the current account has been in persistent 
deficit, with the exception of 1987 when a sizeable surplus of 
$0.52 million was recorded. Recurrent budget deficits/surpluses 
between 1986 and 1990 are listed below. 

Year Budget Result ($) 

1986 -244,000 
1987 515,000 
1988 -259,000 
1989 -622,000 
1990 -325,000 

Budget results average out at -$0.18 million over the five years, 
equivalent to 2.2% of GDP. It should be noted, however, that 
these deficits are more cash flow problems than they are 
structural, arising from persistently large receivables• These 
payments take the form of up-front expenditures on externally-
funded capital projects, and outlays associated with private 
overseas employment programmes for which reimbursement has yet 
to be received. The accumulated overdraft of $1.7 million with 
the National Bank of Tuvalu (NBT) at the end of 1990 was largely 
attributable to these factors• Despite large cutbacks in 
recurrent expenditure, remuneration accounts for between 45% and 
50% of the total. Together with overseas travel and transport, 
and material supplies and services, these areas on average 
represent 75% of annual recurrent expenditures. 

FINANCIAL INTERMEDIATION AND INVESTMENTS 
Banking and Monetary System 
Tuvalu
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s financial institutions are represented by the National 
Bank of Tuvalu (NBT) which is the country's only commercial bank; 



the Business Development Advisory Bureau (BUDAB) which acts as 
a rudimentary development bank; and the Tuvalu Provident Fund 
(TPF). In the absence of a monetary authority, NBT carries out 
some elementary central banking functions by virtue of being the 
Government banker. NBT is 60% owned by the Government of Tuvalu 
(GOT); the remainder of the shares being held by the Westpac 
Banking Corporation of Australia. Tuvalu uses Australian 
currency but issues coins of its own which have parity with 
Australian currency• 

With the exception of tariff barriers, few monetary and balance-
of-payments policies are practised. Commercial bank interest 
rates are determined externally, bearing close relation to those 
prevailing in markets in which NBT assets are invested. NBT 
invests primarily in overseas markets - averaging 71.4% of total 
assets for the period 1986 to 1990 - because of the shortage of 
viable investment opportunities in the domestic market. 

INCOME AND PRICES 
There is no minimum wage policy, but most private employers peg 
their salary awards to the civil servant pay-scale. The absence 
of unions has kept wage-pull inflation low, as indicated by 
existing wage levels which have been running significantly behind 
inflation. Prices are almost entirely import driven, with the 
consumer price index (CPI) following a similar pattern to that 
of the country
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s main trading partners and aid donors. 
Deficiencies in the collection and coverage of the existing CPI 
statistics means that data is not very reliable, but in the past 
decade prices have generally moved between 3% and 9% annually. 
Improvements in coverage and collection of these statistics are 
now underway. 

EXTERNAL TRADE AND TRANSACTIONS 
There are no current estimates available of the full balance-of-
of-payments (BOP). Available statistics on trade show that the 
trade gap continues to be quite large, representing over 60% of 
GDP. This results from the poor performance of copra and 
philatelic sales in recent years, a strong demand for imported 
consumer items, and raw materials and capital goods imports to 
support GOT development programmes. While exports of garments 
and handicrafts continue to rise, their earnings are relatively 
minor. The main imports are food and construction materials, 
sourced chiefly from Australia, New Zealand and Fiji. On the 
debit side, the transfers and service accounts tend to be 
dominated by international air and sea transport, but such 
expenditures are usually offset by large private remittances and 
aid flows. Whatever capital inflows exist, they are relatively 
small. The country holds relatively substantial foreign reserves, 
primarily investments of NBT, TPF, and drawdown surpluses from 
TTF, which are held in the Fund
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 s "В" account. 
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SOCIAL SERVICES AND INFRASTRUCTURE 
The country

1

 s level of development has contributed to 
deficiencies in the social infrastructure in three principal 
areas: education, health and community services. Accordingly

/ 

GOT will focus on improving these areas in the medium-term• 

Education 
Three tiers of education are available in the country: primary, 
secondary and limited tertiary education. A Primary school 
exists on each island and education is compulsory at this level. 
Although severe classroom overcrowding exists, particularly on 
Funafuti, there is an estimated literacy rate of 85%. The 
curriculum is developed for instruction in both English and 
Tuvaluan. 

The country
1

s only public high school is situated at Motufoua on 
the island of Vaitupu and caters for approximately 300 students 
annually, with approximately 260 students catered for at the 
Church administered Fetuvalu High School. Another 100 students 
annually obtain secondary education abroad, funded either 
privately or through aid assistance. Technical education is 
confined to the training of young men in maritime practices at 
the Tuvalu Maritime School (TMS), situated on the Amatuku islet 
of Funafuti. Some tertiary training is offered by the University 
of the South Pacific Extension Centre (USP-Centre) on Funafuti. 
The vast majority of tertiary education is obtained in Fiji, New 
Zealand and Australia, the cost of which accounts for a 
significant portion of development assistance. 

Nutrition 
The population of Tuvalu is generally healthy by developing 
country standards. The recurring public health problems are 
acute respiratory infections, diarrhoeal diseases, filariasis, 
conjunctivitis, fish poisoning, diabetes, rheumatism and 
hypertension. The leading causes of death are liver diseases, 
meningitis, tuberculosis, and still and peri-natal deaths. The 
incidence of a number of these diseases, notably diabetes and 
cardiovascular disease, are directly linked to imported processed 
sugar, tinned meats, white rice and wheat based starches

f
 all of 

which are consumed in vast quantities. 

There is little evidence of malnutrition due to an abundance of 
fresh fish and good supplies of local high-fibre starches. Other 
meat protein such as chickens, eggs and ducks are growing in 
dietary importance. There is a dearth of fresh fruits and 
vegetables, although a number of households produce a limited 
quantity and variety of produce from their kitchen gardens. The 
general lack of fresh fruits and vegetables results in high 
levels of vitamin and mineral deficiency (particularly iron) 
among children and lactating mothers• 

There is no access to potable water (all water has to be boiled 
prior to drinking) and access to water is far from universal, 
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limited to less than 60% of households• Poor hygiene and solid, 
su11age and water waste management pose considerable health and 
environmental problems, indicated by a serious outbreak of 
cholera in 1990. The latest health indicators also suggest that 
Tuvalu is worse off in this regard than neighbouring countries. 

The country is served by one 30-bed general hospital, which is 
equipped with basic laboratory, x-ray, dental and surgical 
facilities. Princes Margaret Hospital (PMH) has a staff 
complement of 33. Each 01 has a clinic which is served by one 
or two registered nurses, a maternal and child health aide and 
a sanitation aide. There is a school dental programme but 
decreasing use of the service has been detected in recent years. 

Community Services 
The social and cultural traditions of Polynesia, particularly 
close family and community ties, are very strong in Tuvalu• 
Celebratory feasting and dancing in the maneapas (community 
meeting houses constructed along traditional architectural lines) 
and religious and other social gatherings are quite common. To 
encourage these activities each island community on Funafuti has 
its own maneapa• The main government maneapa at Vaiaku is used 
for Parliament, for court sessions, as a church, and for various 
other local and national functions. With the exception of two 
basketball/tennis courts, there are few other recreational 
facilities especially playing fields• To maximise their use, 
most existing sports facilities are multi-purpose• In Funafuti, 
for example, the airstrip doubles as the main public playing 
field for such sports as football, rugby and local cricket. 
However, this is expected to change with the upgrading of the 
Funafuti Airport. 

POPULATION, MANPOWER AND HUMAN RESOURCE DEVELOPMENT 
The population census of 1979 and the mini-census in 1985 are the 
only reliable population estimates for the last decade, although 
crude estimates which took the form of simple head counts were 
conducted first by the Save the Children Fund (SCF) in 1987 and 
later with the assistance of Integrated Island Development Office 
(IIDO). A new census was conducted in late-November 1991, the 
report for which will be available in late-1992. The total 
population of Tuvalu was estimated at 9045 persons at the end of 
1991/ compared to 7349 in 1979. Over a third of the population 
(3840 persons) reside on Funafuti• Vaitupu, possessing the 
largest land area, is the second most populous island holding 18% 
of the population. The southern-most

 t
 smallest, and least 

inhabited of the group, Niulakita supports a population of less 
than 70 people. 

Due to the significant number of males employed on foreign ships 
(among other factors), the ratio of females to males is estimated 
at 54:46. Population growth has declined from an average of 4.1% 
during the period 1973-79, to 2,3% between 1987-90. The problem 



of over-population is likely to be aggravated when an estimated 
750 Tuvaluans currently residing in Nauru are repatriated within 
the next five years, as Nauru丨s phosphate works are gradually 
retired. 

A significant portion of development resources are invested in 
manpower and human resource development• Nevertheless, the level 
and quality of skills, though improving rapidly, remains well 
below national need. The labour market exhibits notable 
distortions: there is a strong reliance on large unskilled or 
semi-skilled work schemes (concentrated on foreign shipping 
vessels and the phosphate mines in Nauru) combined with a severe 
shortage of professional, managerial and technical skills, with 
the latter often provided by expatriate expertise. The situation 
is exacerbated by the low levels of remuneration which act as a 
disincentive for trained Tuvaluans to return to the country. 

While some effort is made to match tertiary training with 
identified need, the lack of comprehensive manpower planning 
often leads to notable mismatching of trained personnel and 
manpower requirements• 

WOMEN IN DEVELOPMENT 
Tuvaluan women have made considerable progress since 
independence, primarily through improved access to formal 
education. Advancement opportunities in technical and vocational 
areas, however, has remained limited, (These areas generally 
remain the exclusive province of men). Women are well 
represented in the labour force, outpacing men in recent years• 
Their presence, however, is normally confined to such areas as 
nursing, teaching and the clerical grades of the public and 
private sectors. But the status quo is slowly changing, 
evidenced by one notable distinction: the first woman in Cabinet, 
who is also charged with the responsibility for human resource 
development issues in general, and women in development in 
particular. 

A small but growing number of women are penetrating small 
entrepreneurial activities through financial support from BUDAB• 
As is customary in traditional societies, the women remain the 
bulwark of community, church, cultural and social activities. 
Organised through the National Women*s Council - the coordinating 
body for Women
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 s Committees of each island - women have been at 
the forefront of schemes to provide adequate water, and improved 
health schemes and practices throughout the country. 


