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KIRIBATI

BACKGROUND: The Pacific archipelago of Kiribati gained its independence from Britain in 1979, and its 
government functions democratically. Elections in February 2016 ushered in new leadership, with Taneti 
Maamau of the Tobwaan Kiribati Party becoming president after 12 years of rule by Anote Tong of the Bou-
tokaan te Koaua. Economic activity in Kiribati once centered on the mining of phosphates, but deposits 
were exhausted in 1979. However, a $500 million Revenue Equalization Reserve Fund created with mining 
revenues continues to provide significant revenue. Reliance on foreign assistance, remittances from over-
seas, fishing licenses, exports of fish and coconuts, and tourism is also heavy. Crippling algae in the corals 
surrounding Kiribati seriously threaten the fishing industry.

K iribati’s economy is dominated by a public sector that 
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, however; the rest work in subsistence 
farming or fishing. The economy relies heavily on foreign assis-
tance and remittances.

Economic growth continues to be undermined by inefficient 
state-owned enterprises and regulations that hinder private-sec-
tor development. The government has tried to decentralize 
economic activity from the main islands, but progress has been 
very limited. The financial sector remains underdeveloped, 
leaving much of the population without formal access to bank-
ing services.

NOTABLE SUCCESSES:
Monetary Stability

CONCERNS:
Rule of Law, Open Markets, and 

Business Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+5.0

POPULATION: 
0.1 million

GDP (PPP): 
$0.2 billion
4.2% growth in 2015
5-year compound 
annual growth 3.6%
$1,787 per capita

UNEMPLOYMENT: 
n/a

INFLATION (CPI): 
1.4%

FDI INFLOW: 
$1.7 million

PUBLIC DEBT: 
16.4% of GDP
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Property rights are weak. The judicial system is 
modeled on English common law and provides ade-
quate due process rights, but the rule of law remains 
uneven across the country. Enforcement of contracts 
is weak, and courts are relatively inexperienced in 
commercial litigation. Official corruption and abuse are 
serious problems, and international donors continue to 
demand improved governance and transparency.

The top individual income and corporate tax rates 
are 35 percent. Taxation remains erratic and poorly 
administered. The overall tax burden equals 13.8 per-
cent of total domestic income. Government spending 
has amounted to 94.9 percent of total output (GDP) 
over the past three years, and budget surpluses have 
averaged 9.4 percent of GDP. Public debt is equivalent 
to 16.4 percent of GDP.

Kiribati’s regulatory environment is quite rudimen-
tary. Existing commercial regulations are not enforced 
consistently. The government is the major source of 
formal employment, providing jobs in public service 
and state-owned enterprises. It also funds price-dis-
torting subsidies for some agricultural products such 
as coconut oil. Inflows of development aid and assis-
tance account for as much as 25 percent of GDP.

Trade is extremely important to Kiribati’s economy; 
the value of exports and imports taken together equals 
104 percent of GDP. The average applied tariff rate 
is 15.9 percent. Foreign investors may not own land, 
and investment in other sectors of the economy is 
screened by the government. High credit costs impede 
development of the private sector. A large proportion 
of the population remains outside the formal bank-
ing system.
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