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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 0.1 million
GDP (PPP): $0.6 billion
2.5% growth in 2012
5-year compound annual growth 0.3%
$5,973 per capita
Unemployment: n/a
Inflation (CPI): 2.0%
FDI Inflow: –$1.7 million
Public Debt: 10.0% of GDP
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KIRIBATI

World Rank: 164 Regional Rank: 38

K iribati’s economic freedom score is 46.3, making its econ-
omy the 164th freest in the 2014 Index. Its score is 0.4 

point higher than last year, reflecting modest improvements 
in monetary freedom, labor freedom, and fiscal freedom that 
outweigh declines in business freedom and freedom from 
corruption. Kiribati is ranked 38th out of 42 countries in the 
Asia–Pacific region, and its overall score is below the world 
and regional averages.

Kiribati was first graded in the 2009 Index, and its economic 
freedom has advanced since then by less than 1 point. Score 
increases have occurred in only two of the 10 economic free-
doms, including a gain of nearly 30 points in fiscal freedom. 
Considered a “repressed” economy throughout its history in 
the Index, Kiribati recorded its highest economic freedom 
score in 2012.

Kiribati’s public sector accounts for two-thirds of formal 
employment and about half of GDP. Only a small proportion 
of the total labor force is employed on salaries; the rest work 
in subsistence farming or fishing. The economy relies heavily 
on foreign assistance and remittances. Progress in decentral-
izing economic activity away from the main islands has been 
very limited. The financial sector remains underdeveloped, 
and much of the population lacks formal access to banking 
services.

BACKGROUND: The Pacific archipelago of Kiribati gained 
its independence from Britain in 1979 and is a democracy. 
President Anote Tong was elected to a third and final term in 
January 2012. Kiribati was once rich in phosphates and highly 
dependent on mining, but deposits were exhausted in 1979. 
Today, it depends on a $500 million Revenue Equalization 
Reserve Fund created with the profits from phosphates earn-
ings, as well as foreign assistance, remittances from overseas, 
sale of fishing licenses, exports of fish and coconuts, and tour-
ism. Crippling algae in the corals surrounding Kiribati seri-
ously threaten the fishing industry, and preservation of the 
coral ecosystem, the South Pacific’s largest marine reserve, 
continues to be a priority.
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THE TEN ECONOMIC FREEDOMS

Official corruption and abuse are serious problems, and international donors have demanded 
improved governance and transparency. The judicial system is modeled on English common 
law and provides adequate due process rights, although the rule of law remains uneven. Tra-
ditional custom permits corporal punishment. Contracts are weakly enforced, and courts are 
relatively inexperienced in commercial litigation.

The costs of launching a business and completing licensing requirements remain high. A small 
share of the labor force participates in the formal economy, and the public sector is the major 
source of employment. Although monetary instability is mitigated by use of the Australian 
dollar as the official currency, the government funds price-distorting subsidies for some agri-
cultural products.

The average tariff rate was 17.3 percent as of 2006. Tariffs have been a significant source of 
revenue. New foreign investment may be subject to government screening. The financial sec-
tor remains underdeveloped, leaving much of the population without formal access to bank-
ing services. Constrained access to financing severely impedes entrepreneurial activity and 
private-sector development.

The top individual income and corporate tax rates are 35 percent. Taxation remains erratic 
and poorly enforced among Kiribati’s 32 islands. The overall tax burden is 20.2 percent of gross 
domestic income. Government expenditures make up a sizable portion of the domestic econo-
my at 92 percent of GDP. Public debt remained low at 10 percent of GDP in the most recent year.

KIRIBATI (continued)


