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BRUNEI

BACKGROUND: Brunei, two enclaves surrounded by the Malaysian state of Sarawak, lies on the northern 
coast of Borneo. The sultan serves as his own prime minister, minister of defense, foreign minister, and min-
ister of finance. He is advised by several councils, including a Legislative Council and Privy Council, which 
he appoints. Oil and gas account for over half of GDP, 90 percent of government revenue, and 95 percent 
of exports but generate only a small fraction of employment. Most of the population works directly for the 
government. In 2016, as oil prices declined, Brunei’s economy slowed substantially and reported negative 
growth rates. Brunei has extremely low manufacturing capacity and imports most of its manufactured 
goods and food.

B runei’s economic freedom score is 64.2, making its economy the 
70th freest in the 2018 Index. Its overall score has decreased by 5.6 

points, with an 80-point drop in the score for fiscal health far outweigh-
ing improvements in judicial effectiveness and government integrity. 
Brunei is ranked 16th among 43 countries in the Asia–Pacific region, and 
its overall score is above the regional and world averages.

Brunei’s ongoing economic struggle to emerge from a long recession 
has been exacerbated by low oil and gas prices. The government hopes 
that a well-educated, largely English-speaking population, excellent 
infrastructure, and political stability will attract foreign investment to 
diversify the economy to other industries, such as information technol-
ogy and halal manufacturing, that are permissible under Islamic law. The 
country benefits from moderately well-maintained monetary stability 
(the Brunei dollar is pegged to the Singapore dollar at parity) and a 
relatively high degree of market openness.

NOTABLE SUCCESSES:
Trade Freedom and Labor Freedom

CONCERNS:
Fiscal Health, Government Integrity, 

and Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2014:

–4.8

POPULATION: 
0.4 million

GDP (PPP): 
$32.5 billion

–3.2% growth in 2016
5-year compound 
annual growth –1.5%
$76,884 per capita

UNEMPLOYMENT: 
2.0%

INFLATION (CPI): 
–0.7%

FDI INFLOW: 
–$149.6 million

PUBLIC DEBT: 3.1% 
of GDP
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WORLD AVERAGE  |  ONE-YEAR SCORE CHANGE IN PARENTHESES
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50.065.089.175.188.979.9

20.057.785.645.457.156.6

(No change)(No change)(No change)(–1.0)(–1.5)(+3.3)

(–80.0)(–3.5)(No change)(+4.5)(+17.2)(–5.9)

Only Brunei citizens may purchase land; foreign 
firms must have a local partner. Protection of private 
property is weak. The judiciary is not constitution-
ally independent. Brunei is one of the world’s last 
remaining autocracies, and the sultan wields nearly 
absolute power. The law provides criminal penalties 
for corruption by officials, and the government 
generally implements it effectively.

Brunei has no personal income tax. The top corpo-
rate tax rate is 18.5 percent for most companies and 
55 percent for oil and gas companies. The overall tax 
burden equals 33.1 percent of total domestic income. 
Over the past three years, government spending has 
amounted to 37.5 percent of total output (GDP), and 
budget deficits have averaged 10.9 percent of GDP. 
Public debt is equivalent to 3.1 percent of GDP.

Registration requirements for starting a business 
have been simplified, and a one-stop shop now 
facilitates the overall operation of small and 
medium-size enterprises. The public sector employs 
approximately 43.5 percent of the citizen workforce. 
The law does not set a minimum wage, but most 
employed citizens receive good salaries. The govern-
ment provides generous but price-distorting subsi-
dies for fuel, power, food, health care, and education.

Trade is significant for Brunei’s economy; the 
combined value of exports and imports equals 83 
percent of GDP. The average applied tariff rate is 
0.5 percent. Nontariff barriers impede some trade. 
Government openness to foreign investment is 
above average. The small financial sector remains 
dominated by banking, which is well capitalized 
and open to foreign competition. Islamic financial 
services have grown considerably in recent years.
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