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Most development banks i n  t h e  
South P a c i f i c  were e s t a b l i s h e d  a s  
pub l i c  e n t e r p r i s e s  i n  t h e  1970s wi th  
t h e  p r i n c i p a l  aim of provid ing  loan  
c a p i t a l  f o r  investment  ( a g r i c u l t u r a l ,  
i n d u s t r i a l  o r  commercial) ,  and chan- 
n e l l i n g  a v a i l a b l e  c a p i t a l  i n t o  a r e a s  
of product ive  inves tment .  Lending 
a c t i v i t i e s ,  r a t h e r  than  e q u i t y  p a r t i -  
c i p a t i o n ,  c o n s t i t u t e  t h e  bu lk  of t h e  
o p e r a t i o n s  of a l l  t h e  P a c i f i c  banks,  
and t h e s e  c o n t r i b u t e  t o  t h e  h igh  
c o s t s  of admin i s t r a t ion .  A substan-  
t i a l  sou rce  of funding f o r  t h e  banks 
i s  a i d ,  and without  t h i s  i n t e r v e n t i o n  
i t  i s  hard t o  see j u s t  how t h e  
p r i v a t e  s e c t o r  would have been a b l e  
t o  develop,  p a r t i c u l a r l y  a t  t h e  
v i l l a g e  l e v e l .  

The banks of t h e  South P a c i f i c ,  
u n l i k e  those  of l a r g e r  LDCs, a r e  
multi-purpose i n s t i t u t i o n s  c a t e r i n g  
f o r  a range of needs and problems, 
i nc lud ing  educa t ion  and t r a i n i n g ,  t h e  
i d e n t i f i c a t i o n  and i n i t i a t i o n  of new 
o r  improved l o c a l  e n t e r p r i s e s ,  t h e  
p rov i s ion  of a s s i s t a n c e  f o r  s o c i a l  
i n f r a s t r u c t u r e  and t h e  s h a r i n g  of 
r i s k s  wi th  f o r e i g n  and l o c a l  en t r e -  
preneurs .  I n  s e v e r a l  ca ses  t h e i r  
o b j e c t i v e s  inc lude  a d i r e c t  o r  
i n d i r e c t  r e g i o n a l  component, such a s  
t o  h e l p  c o n t r o l  rura l -urban  mig ra t ion  

and t o  promote r u r a l  development and 
t h e  p a r t i c i p a t i o n  of t h e  ind igenous  
popula t ion  i n  economic development. 

South P a c i f i c  banks have a 
p a r t i c u l a r l y  s t r o n g  o f f i c i a l  commit- 
ment t o  r u r a l  development,  which 
r e f l e c t s  t h e  s i g n i f i c a n c e  of 
a g r i c u l t u r e  i n  n a t i o n a l  development 
and t h e  predominant ly  r u r a l  
popula t ion  d i s t r i b u t i o n .  

Examination of LDC economies has 
revea led  a p e r s i s t e n t  and widespread 
b i a s  i n  favour  of urban a r e a s ,  t h e  
exp lana t ions  f o r  which a r e  now w e l l  
known a l though t h e  p r i n c i p a l  t h e s i s  
has been t h e  s u b j e c t  of e x t e n s i v e  
c r i t i c a l  review. D e s p i t e  arguments 
over t h e  s t r u c t u r e s  and processes  
t h a t  have l e d  t o  t h i s  s c a r c e l y  novel  
phenomenon, and t h e  s i m p l i c i t y  of t h e  
b a s i c  rural-urban d i v i s i o n ,  t h e r e  has  
been no d i s p u t e  over  t h e  g e n e r a l  
tendency f o r  economic a c t i v i t y  t o  be 
i n c r e a s i n g l y  concent ra ted  i n  urban 
a reas .  Nei ther  has  t h e r e  been any 
argument,  consequent ly ,  a g a i n s t  t h e  
f a c t  of a growing i n e q u a l i t y  i n  t h e  
d i s t r i b u t i o n  of development b e n e f i t s  
between r u r a l  and urban a reas .  
Examination of t he  f i n a n c i a l  s t ruc -  
t u r e s  of some Asian c o u n t r i e s  
suppor t s  t h e  p a r t i c u l a r  hypo thes i s  of 
f i n a n c i a l  urban b i a s ,  i n  t h e  sense  
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t h a t  t h e r e  i s  a n e t  t r a n s f e r  of funds 
from r u r a l  t o  urban a r e a s ,  which i s  
no t  j u s t i f i e d  by s o c i a l  r e t u r n s  and 
r e f l e c t s  t h e  f a i l u r e  of r u r a l  c r e d i t  
markets.  I n  s e v e r a l  c a s e s  t h e  con- 
c e n t r a t i o n  of commercial bank c r e d i t  
i n  urban a r e a s  c o n t r i b u t e s  t o  t h i s  
b i a s .  

Th i s  paper  examines t h e  e x t e n t  t o  
which t h e  t h e s i s  of f i n a n c i a l  b i a s  i s  
a p p l i c a b l e  t o  t h e  case of c r e d i t  
d e l i v e r y  i n  Tonga and hence whether 
i t  c o n t r i b u t e s  t o  more widespread 
urban b i a s  and r e g i o n a l  i n e q u a l i t i e s .  

The Kingdom of Tonga 

The popula t ion  of Tonga, a l though 
s c a t t e r e d  over  t h i r t y - s i x  i n h a b i t e d  
i s l a n d s ,  has  i n c r e a s i n g l y  become 
concent ra ted  i n  Tongatapu and t h e  
c a p i t a l  of Nuku'alofa. 

I n  1939 some 46 pe r  c e n t  of t h e  
popula t ion  were i n  Tongatapu bu t  by 
1984 t h i s  p r o p o r t i o n  had reached 
almost 70 p e r  c e n t ,  fo l lowing  
m i g r a t i o n  from t h e  Ha'apai and Vava'u 
reg ions  ( s e e  Table 1 ) .  A g r i c u l t u r a l  
e x p o r t s  c o n s t i t u t e  about  80 per  c e n t  
of t o t a l  expor t  e a r n i n g s  and more 
t h a n  two-thirds of t h e  popula t ion  
depend p r i m a r i l y  on a g r i c u l t u r e  as a 
source  of l i v e l i h o o d .  I n  1981-82 t h e  
e s t i m a t e d  GDP pe r  c a p i t a  f o r  
Tongatapu w a s  T$643, compared wi th  
T$411 f o r  Vava'u, T$335 f o r  Ha'apai 
and T$322 f o r  bo th  'Eua and t h e  
Niuas . 

Development f i n a n c e  h i s t o r i c a l l y  
has been h e a v i l y  concent ra ted  on 
Tongatapu which has  rece ived  a 
d i s p r o p o r t i o n a t e  s h a r e  of s e r v i c e s .  
Reversa l  of t h e  t r e n d  towards a 
c o n c e n t r a t i o n  of economic development 
on Tongatapu has  r e s u l t e d  i n  g r e a t e r  
a t t e n t i o n  being g iven  t o  s p a t i a l  
a s p e c t s  of development p o l i c i e s .  
Since 1975 t h e  Thi rd  and Four th  Five 
Year Development P lans  have 
o f f i c i a l l y  emphasized r u r a l  and 

r e g i o n a l  development t o  achieve  a 
more e q u i t a b l e  d i s t r i b u t i o n  of goods,  
s e r v i c e s  and income between t h e  
people i n  d i f f e r e n t  p a r t s  of t h e  
Kingdom, t o  s low t h e  growth of t h e  
Nuku'alofa area and emphasize 
a g r i c u l t u r a l  development. 

The es tab l i shment  of the.  Tonga 
Development Bank i n  1977 as a mult i -  
purpose development f i n a n c e  i n s t i -  
t u t i o n  w a s  expected t o  assist  i n  t h e  
process  of r e g i o n a l  and r u r a l  
development. I ts  purpose was t o  pro- 
mote t h e  expansion of t h e  economy of 
Tonga f o r  t h e  economic and s o c i a l  
advancement of t h e  people  of Tonga by 
g i v i n g  f i n a n c i a l  and a d v i s o r y  a s s i s -  
t ance  t o  e n t e r p r i s e s  o p e r a t i n g  o r  
about t o  o p e r a t e  i n  Tonga. 

I n  i t s  f i r s t  year  of o p e r a t i o n ,  
Tongatapu rece ived  73 p e r  c e n t  of 
l oans  by va lue ;  i n  subsequent  y e a r s ,  
t h i s  p r o p o r t i o n  never  f e l l  below 68 
per  cen t  and by 1985 w a s  a g a i n  73 per  
cen t  of t o t a l  l o a n s  by v a l u e  ( s e e  
Table 1 ) .  

Table 1 Population dis tr ibut ion and development 
finance by island group -------__- ----- 
Tongatapu Vava-u Ha-apai > E u a  Nivas 

Popularion 

1956 - Number 31,264 12,487 9 ,918  1.925 1,254 - X Total  55 22 17 3 2 

1984 - Number 66,311 15,059 8 ,554  4,007 2,517 - X T o t a l  69 16 9 4 3 

Development Bank 
loans 1985 

Aggricu1rure 
- Number 1 ,378  492 273 317 28 
- Value ($.OOO) 1 ,058  596 96 94 36 

Industry  6 commerce 
- Number 22 1 34 33 I 1  4 
- V a l u e  ( S O O O )  1,548 6 3  52 8 19 

T o t a l  - Number 1 ,599  526 306 328 32 
% Total  number 5: 19 11 12 I - Value ( $ s O O O )  2.506 659 148 102 55 
X Total  value 7 3  19 4 3 2 

SPFIRDF p r o j e c t s  

- Number 112 27 33 14 12 - X Tota l  57 1 3  I7 7 6 

Despi te  t h i s  p a t t e r n  t h e  Bank 
concluded i n  i t s  l a s t  annual  r e p o r t :  
' in  conjunct ion  w i t h  Government's 
s t r a t e g y  f o r  a more balanced deve- 
lopment among t h e  v a r i o u s  i s l a n d  
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groups of t h e  Kingdom, TDB has  been 
c o n t r i b u t i n g  towards t h i s  goa l  
through t h e  p rov i s ion  of f i n a n c i a l  
a s s i s t a n c e ’  i n  l i n e  wi th  i t s  own 
l end ing  p o l i c y  which was t o  l e a d  ‘to 
an  i n c r e a s e  i n  t h e  incomes and l i v i n g  
s t a n d a r d s  of peop le ,  p a r t i c u l a r l y  
those  a t  t h e  v i l l a g e  o r  g r a s s r o o t s  
leve l ’  (Tonga Development Bank, 
Annual Repor t ,  1986). 

The Managing D i r e c t o r  claimed i n  
1984 : 

TDB f e e l s  t h a t ,  w i th  i t s  s t r o n g  
c o n c e n t r a t i o n  i n  t h e  g r a s s  r o o t s ,  
i t  can b r i n g  about a more balanced 
development of people.  The 
v i l l a g e r  i s  g iven  an  equa l  
oppor tun i ty  t o  t h e  town dwe l l e r  o r  
s a l a r y  e a r n e r  - a l l  he has  t o  do 
i s  d i s p l a y  a preparedness  t o  h e l p  
h imsel f .  Such promotion a l s o  means 
more employment of i d l e  l and  and 
human r e s o u r c e s ,  less d r i f t  of t h e  
unemployed t o  t h e  towns and,  
hope fu l ly ,  a more e q u i t a b l e  
d i s t r i b u t i o n  of weal th .  

The number of p r o j e c t s  f inanced  
has  been more e q u i t a b l y  d i s t r i b u t e d  
wi th  Tongatapu having 57 pe r  c e n t  of 
a l l  p r o j e c t s  i n  1985, a d i s t r i b u t i o n  
much more l i k e  t h a t  of t h e  popu la t ion  
as a whole ( s e e  Table 1). J u s t  over 
h a l f  (51  pe r  c e n t )  of a l l  l o a n s  went 
i n t o  a g r i c u l t u r e  and f i s h e r i e s  though 
t h i s  r ep resen ted  o n l y  43 per  c e n t  of 
t h e  va lue  of a l l  l oans .  By c o n t r a s t  
i n d u s t r y  and commerce r ep resen ted  46 
per  c e n t  of a l l  l oans  by v a l u e .  These 
p ropor t ions  were roughly  s imilar  t o  
those  of prev ious  y e a r s ,  hence both 
t h e  s e c t o r a l  and r e g i o n a l  d i s t r i -  
bu t ion  of l oans  have remained l a r g e l y  
unchanged d e s p i t e  t h e  commerce s e c t o r  
o f f i c i a l l y  be ing  g iven  lower p r io r -  
i t y ,  w i t h  f i n a n c e  on ly  be ing  made 
a v a i l a b l e  a f t e r  requi rements  i n  t h e  
a g r i c u l t u r a l  and i n d u s t r i a l  s e c t o r s  
have been m e t .  Thus, over  a nine-year 
pe r iod ,  d i s p r o p o r t i o n a t e l y  more 
c r e d i t  has  gone t o  Tongatapu and,  
a l though no d a t a  are a v a i l a b l e ,  a 

s i g n i f i c a n t  p ropor t ion  of t h i s  is  
l i k e l y  t o  have suppported urban 
i n d u s t r y  and commerce, e s p e c i a l l y  
tourism. Th i s  has  occurred  d e s p i t e  
t h e  d e c e n t r a l i z a t i o n  of bank 
a d m i n i s t r a t i o n  t o  each  r e g i o n ,  
reaching  Vava‘u i n  1979, Ha‘apai i n  
1981, ‘Eua i n  1982 and t h e  Niuas i n  
1985. 

Small project fund and rural 
development fund (SPF/RDF) 

The Rura l  Development Unit  i n  t h e  
Cen t ra l  P lanning  Department esta- 
b l i s h e d  t h e  SPF/RDF program i n  June 
1979. The SPF p rov ides  g r a n t  assis- 
t ance  t o  p r o j e c t s  t h a t  do n o t  d i r e c t -  
l y  g e n e r a t e  income, bu t  which meet 
r u r a l  community needs and c o n t r i b u t e  
t o  s o c i a l  and economic development, 
such as water supply  schemes, r u r a l  
road improvements and v i l l a g e  h a l l s .  

The RDF assists p o t e n t i a l  
commercial p r o j e c t s  which would 
c o n t r i b u t e  t o  economic development, 
such as v a n i l l a  c u r i n g  sheds ,  
p a s s i o n f r u i t  development, copra 
d r i e r s ,  f i s h i n g  boa t s  and engines .  
I n  i t s e l f  t h e  whole SPF/RDF program 
w a s  an innova t ive  one ,  t h a t  followed 
v i s i t s  from t h e  t h e  C e n t r a l  Planning 
Department t o  eve ry  v i l l a g e  i n  Tonga 
i n  1979 and a series of subsequent 
v i l l a g e  and r e g i o n a l  development 
workshops, suppor ted  by an  unusua l ly  
h i g h l y  mot iva ted  group of development 
p l anne r s .  P r o j e c t s  funded were 
cons idered  accord ing  t o  a p o i n t s  
scheme based on p a r t i c u l a r  c r i te r ia  
where s e l f - r e l i a n c e ,  income 
g e n e r a t i o n ,  employment promotion and 
l o c a t i o n  away from Tongatapu were a l l  
g iven  h igh  p r i o r i t y .  Nonethe less ,  of 
198 p r o j e c t s  funded over  a four-year 
p e r i o d ,  some 112 (57 pe r  c e n t )  were 
on Tongatapu ( s e e  Table l ) ,  and a 
t h i r d  of t h e s e  p r o j e c t s  were i n  
Nuku‘alofa. Some 42 pe r  c e n t  of a l l  
SPF/RDF p r o j e c t s  were i n  
manufac tur ing  and commerce and 48 p e r  
c e n t  were i n  t h e  s e r v i c e  s e c t o r ,  
mainly water s u p p l i e s  and v o c a t i o n a l  
t r a i n i n g  p r o j e c t s .  
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Although the program was a b l e  t o  
suppor t  p r o j e c t s  on most i n h a b i t e d  
i s l a n d s ,  and t h u s  reduce t h e  possi-  
b i l i t y  of c o n t r i b u t i n g  t o  i n e q u a l i t y  
w i t h i n  r e g i o n s  ( a  s i t u a t i o n  which may 
n o t  n e c e s s a r i l y  be t r u e  of bank 
l o a n s ) ,  an  i n t e r n a l  review of t h e  
program w a s  concerned a t  i t s  p o s s i b l e  
c o n t r i b u t i o n  t o  i n c r e a s i n g  t h e  gap 
between r i c h  and poor ,  so  much so  
t h a t  i t  recommended means t e s t i n g  of 
a p p l i c a n t s .  The i n t e r n a l  review team 
s t r e s s e d  t h a t ,  of a l l  the i n s t r u m e n t s  
a v a i l a b l e  t o  government, t h i s  program 
was one of t h e  b e s t  s u i t e d  t o  
achiev ing  t h e  government's o b j e c t i v e  
of improving income d i s t r i b u t i o n  and 
t o  favour ing  o u t l y i n g  r e g i o n s  and 
r u r a l  areas. However, t h e  a c t u a l  
evidence s u g g e s t s  n o t  o n l y  t h a t  t h e  
program achieved much t h e  same kind 
of d i s t r i b u t i o n  p a t t e r n  as t h e  Tonga 
Development Bank bu t  a l s o  t h a t  a 
very  small p r o p o r t i o n  of a l l  p r o j e c t s  
were d i r e c t l y  p r o d u c t i v e ;  hence 
improved r e g i o n a l  income, d e s p i t e  
improved a c c e s s i b i l i t y ,  would r a r e l y  
f o l l o w  d i r e c t l y  from t h e  p r o j e c t s .  

Though n e i t h e r  t h e  Bank nor  t h e  
SPF/RDF program have c o n t r i b u t e d  t o  
any s i g n i f i c a n t  r e d i s t r i b u t i o n  of 
resources  w i t h i n  t h e  Kingdom - 
i ndeed ,  t h e y  have e s s e n t i a l l y  
emphasized e x i s t i n g  d i s t r i b u t i o n s  - 
t h e  two p a r t i a l  a t t e m p t s  t o  c h a l l e n g e  
t h e  e x i s t i n g  d i s t r i b u t i o n  have almost 
c e r t a i n l y  prevented an  even more 
b iased  d i s t r i b u t i o n  of r e s o u r c e s .  

Bank suppor t  has  c o n t r i b u t e d  t o  
t h e  s u c c e s s  of t h e  Small I n d u s t r i e s  
Centre  ( w i t h  t h e  expor t  of machinery 
and manufactured goods reaching  5 per  
c e n t  of t o t a l  e x p o r t s  by v a l u e  i n  
1984-85 ) ,  t h e  development of tour i sm 
( a  s e c t o r  i n c r e a s i n g l y  emphasized i n  
n a t i o n a l  development),  -and i n f r a -  
s t r u c t u r e  p r o v i s i o n .  The SPFIRDF 
program has  made an i n e v i t a b l y  
smaller but  similar c o n t r i b u t i o n ,  
a l s o  s u p p o r t i n g  some small i n d u s t r i a l  
and t o u r i s t  developments. Thus 
d e s p i t e  two c r e d i t  programs both 

o r i e n t e d  i n  d i f f e r e n t  ways t o  r u r a l  
and r e g i o n a l  development, j u s t  as 
elsewhere i n  t h e  South P a c i f i c ,  t h e  
b a s i c  urban d i s t r i b u t i o n  of c r e d i t  
has  remained unchanged. The 
cumulat ive c o n c e n t r a t i o n  of c r e d i t  i n  
Tongatapu and Nuku'alofa h a s  empha- 
s i z e d  what is almost  c e r t a i n l y  a 
growing urban c o n c e n t r a t i o n  of f inan-  
c i a l  r e s o u r c e s  fo l lowing  t h e  p o l i c i e s  
and p r a c t i c e s  of most o t h e r  i n s t i t u -  
t i o n s  and m i n i s t r i e s  i n  t h e  Kingdom. 

The pervasive nature of urban bias 
The reasons  f o r  t h e  problems of 

d e c e n t r a l i z a t i o n  and r e d i s t r i b u t i o n  
are s t r a i g h t f o r w a r d .  Access t o  c r e d i t  
i s  hampered by a r u r a l  popula t ion  
spread over  many i n h a b i t e d  i s l a n d s  
wi th  poor communication f a c i l i t i e s ,  
t h e  l i m i t e d  unders tanding  of c r e d i t  
f a c i l i t i e s  i n  more remote a r e a s ,  t h e  
r e s t r i c t e d  a v a i l a b i l i t y  of t r a i n e d  
and experienced manpower, and some 
tendency of p r o j e c t  s t a f f  t o  suppor t  
f a m i l i a r ,  l o c a l  ventures .  I n  remote 
a r e a s ,  access t o  markets  c o n s t r a i n s  
some of t h e  range of p o s s i b l e  
product ive  v e n t u r e s ,  as i n  Tonga 
where t h e  Niuas were too remote f o r  
most a g r i c u l t u r a l  p r o j e c t s .  P a r t l y  t o  
minimize t h e s e  k i n d s  of disad- 
vantages ,  t h e  a v a i l a b i l i t y  of ca sh ,  
p h y s i c a l  assets o r  o t h e r  forms of 
a s s i g n a b l e  s e c u r i t y  are not  regarded 
as p r e r e q u i s i t e s  f o r  a c c e s s  t o  
. c r e d i t ,  and hence P a c i f i c  banks have 
devised  t h e  concept of l a b o u r  o r  
sweat e q u i t y  and have a l s o  funded 
very  s m a l l  p r o j e c t s  where t h e  c o s t s  
of a d m i n i s t e r i n g  t h e  l o a n  are g r e a t e r  
than t h e  l o a n ,  and,  i n  t h e  case of 
Tonga, have e s t a b l i s h e d  a s p e c i a l  
fund t o  break  away from i n s t i t u t i o n a l  
c o n s t r a i n t s .  U l t i m a t e l y  r e d i s t r i -  
bu t ion  has  no t  been achieved.  

Though i t  can be argued t h a t  t h e  
Tonga Development Bank and t h e  deve- 
lopment banks i n  t h e  South P a c i f i c  
reg ion  g e n e r a l l y  have made a dynamic 
c o n t r i b u t i o n  t o  development and have 
a n  impress ive  record  of l e n d i n g  t o  



26 Pacific Economic Bulletin 

v i l l a g e  communities, t r a d e  s t o r e  
e n t e r p r i s e s ,  commercial a c t i v i t i e s ,  
small-scale fa rmers  and mini- 
borrowers ,  i t  i s  appa ren t  t h a t ,  on 
ba lance ,  t h i s  e f f o r t  has  no t  been 
towards s t r e n g t h e n i n g  r u r a l  o r  
r e g i o n a l  development but  has  tended 
t o  a c c e n t u a t e  urban b i a s .  This  has  
occurred  even when p o l i c i e s  have been 
d i r e c t e d  t o  r u r a l  areas though,  
wi thout  banks,  c r e d i t  p r o v i s i o n  i n  
r u r a l  areas would v a r y  from l i m i t e d  
t o  non-exis tent  and urban  b i a s  would 
be g r e a t e r .  

I n  Tonga, a f t e r  n i n e  y e a r s ,  t h e  
Development Bank has  had minimal 
success  i n  d e c e n t r a l i z i n g  i t s  
e f f e c t i v e  a s s i s t a n c e .  There has  been 
l i t t l e  government impact on t h e  o u t e r  
i s l a n d s  and i t  i s  doub t fu l  i f  such 
measures w i l l  induce  people  no t  t o  
mig ra t e ,  o r  mig ran t s  r e t u r n i n g  from 
ove r seas  t o  r e t u r n  t o  t h e i r  home 
i s l a n d s .  Development schemes seem 
l i k e l y  t o  widen t h e  gap between 
Tongatapu and o t h e r  r e g i o n s ,  even 
though t h e y  propose improvements i n  
t h e  o u t e r  i s l a n d s .  Thus w h i l s t  i n  
t heo ry  development s t r a t e g i e s  i n  
Tonga and i n  o t h e r  p a r t s  of  t h e  South 
P a c i f i c  are o r i e n t e d  towards outer -  

i s l a n d  development, i n  p r a c t i c e  t h e r e  
has  been l i t t l e  e f f e c t i v e  change i n  
t h e  a c t u a l  s t r a t e g y  of  development. 
Ra the r ,  t h e r e  i s  ambivalence,  a l a c k  
of f i n a n c e ,  a l a c k  of w i l l  and a 
l i m i t e d  number of o p t i o n s  f o r  deve- 
lopment i n  t h e  o u t e r  i s l a n d s  t o  draw 
re sources  away from t h e  c a p i t a l  c i t y .  
To some e x t e n t  t h i s  k ind  of  f i n a n c i a l  
b i a s  i s  not  o n l y  unavoidable  but  
economical ly  e f f i c i e n t ,  g i v e n  t h e  
u s u a l l y  h ighe r  rates of r e t u r n  on 
urban c r e d i t  and inves tment .  However, 
i n  t h e  P a c i f i c  n o t  o n l y  are develop- 
ment banks almost  t h e  o n l y  sou rce  of 
r u r a l  c r e d i t  bu t  t h e  demand f o r  
a g r i c u l t u r a l  c r e d i t  i s  l i k e l y  t o  
i n c r e a s e ,  as t h e  volume of purchased 
i p p u t s  i n c r e a s e s  under  t h e  twin  
s t i m u l i  of popula t ion  growth and 
government p r e s s u r e  t o  i n c r e a s e  
a g r i c u l t u r a l  p roduct ion ,  w h i l s t  urban 
unemployment shows eve ry  s i g n  of 
worsening. The n e c e s s i t y  t o  con t inue  
t o  cha l l enge  t h e  pe rvas ive  urban b i a s  
t h a t  has  accentua ted  r e g i o n a l  
economic d i s p a r i t i e s  t h u s  remains of 
v i t a l  concern  i n  Tonga as i t  does 
e l sewhere  i n  t h e  South P a c i f i c  
r eg ion .  
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