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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

Government 
ownership.  
Political ownership of 
the reform process 
and ongoing 
commitment to fiscal 
discipline weakens. 

Low Since 2013 the reform process has been guided by the 
Kiribati Economic Reform Plan (KERP) which is 
government-led and supported by development partners. 
The reform program has been supported through policy 
dialogue, technical assistance (TA), and policy-based 
operations. Numerous reforms have been implemented 
across revenue, reserve management, debt, and state-
owned enterprises. The KERP and the reform process is 
well established and receives widespread political 
support. Under the Strengthening Economic Management 
Reform Program, the KERP continues as does support 
from the Asian Development Bank (ADB) and other 
development partners. Continued political commitment is 
demonstrated in the development policy letter. 

 

Government of 
Kiribati, 
development 
partners 
including ADB 

Broad support for 
reforms. 
Parliamentary and 
community support for 
reform implementation 
is insufficient. 

Low The Economic Reform Taskforce (ERT) was developed 
with relevant ministry representation and development 
partner members to monitor reform progress in support of 
the KERP. This taskforce meets regularly to deliver 
transparent updates on progress. The success of 
reforms—as identified through improved SOE 
performance, growth in revenue, and enhanced public 
savings—has underpinned broad-based political and 
community support for further reforms.  
 

Government of 
Kiribati, 
development 
partners 
including ADB 

Public financial 
management.  
Weak government 
public finance 
management (PFM) 
systems and limited 
capacity undermine 
revenue mobilization 
and expenditure 
discipline. 

Moderate PFM reform is a key area for the government and all 
development partners. Improvement of systems, 
processes, capacity, and monitoring will all be in focus to 
ensure broad-based improvement. Specific areas of PFM 
reform are highlighted in the joint policy matrix used for 
budget support by development partners. Ongoing 
dialogue across partners and government will ensure 
support in the right areas to make key improvements.  
 

Government of 
Kiribati, 
development 
partners 
including ADB 

External shocks. 
External shocks (from 
natural disasters, 
climate change, global 
economic conditions) 
impact the fiscal 
position and/or divert 
political focus from 
reforms.  

Substantial External shocks can result from climate impacts or 
economic impacts through fisheries revenue or returns on 
the Revenue Equalization Reserve Fund (RERF).a Kiribati 
is one of the smallest, most isolated, and highly vulnerable 
countries in the world with limited buffers to protect it from 
shocks. The program seeks to support fiscal resilience 
through revenue enhancement, ongoing fiscal 
consolidation, and stabilization of the RERF as a buffer 
against external shocks and the country’s increasing 
vulnerability to climate change. ADB will continue to 
monitor national, regional, and global economic 
developments and environmental risks and respond in a 
timely manner to possible government requests for 
assistance if unforeseen events occur. 
 

Government of 
Kiribati, 
development 
partners 
(including 
ADB) 

Quality of 
expenditure.  
Weak planning–
budgeting links and 
excessive non-priority 
spending undermine 
medium-term growth 
prospects. 

Moderate Policy actions aim to improve the quality of expenditure 
by strengthening PFM processes and enhancing the 
ability to monitor expenditure effectively through an 
improved financial management system. Ongoing reform 
to SOEs will further reduce unproductive public 
expenditure. Ongoing development partner policy 
dialogue, participation in the ERT and TA, as well as PFM 
reform, will safeguard the government’s leadership in and 

Government of 
Kiribati, 
development 
partners 
(including 
ADB) 
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implementation of efforts to improve the quality of 
spending. 
 

SOE reform. 
Progress and 
commitment to 
performance 
improvements are 
halted or reversed. 

Substantial There has been strong SOE reform since 2012 through 
the implementation of the State-Owned Enterprises 
(Amendment) Act 2016 and closure of selected 
underperforming SOEs. Ongoing commitment to further 
reform is confirmed through the policy action reforms 
supported by the KERP and monitored by the ERT. SOE 
reform is a trigger for budget support for multiple 
development partners ensuring an ongoing focus on 
reform.  
 

Government of 
Kiribati, 
development 
partners 
including ADB 

Private sector 
development.  
Weak private sector 
response to business 
environment 
improvement. 
 

Moderate While the private sector is small, what is there has 
developed despite the constraints and has responded 
positively to previous reforms, e.g., through participating 
in opportunities during the sale of SOEs. The program 
seeks to have a positive impact on the costs of doing 
business.  
 

Government of 
Kiribati, private 
sector 

Institutional 
capacity.  
The government 
cannot implement 
policy reform actions 
because it lacks the 
capacity. 

High Following reform of the Ministry of Finance and Economic 
Development, a stronger organizational structure with 
improved capacity is in place to support and deliver 
reform. Ongoing technical assistance from multiple 
development partners aims to further improve capacity 
while supporting and driving reform. A continued focus on 
training of government staff and embedding change is a 
vital part of all reform to ensure sustainability.  

Government of 
Kiribati, 
development 
partners 
including ADB 

Anticorruption.  
Weak internal controls 
and oversight 
capacities lead to 
significant leakage of 
funds. 

Moderate Weak overall government capacity affects the standard of 
controls and oversight in place. The PFM plan prioritizes 
support efforts by the government and development 
partners to strengthen internal controls and external 
oversight. Reform linked to previous program policy 
actions addressed several loopholes that had allowed 
significant leakage of funds in the past. These actions 
included increasing transparency in the management of 
fisheries agreements and related license fee payments, 
increasing scrutiny of the management of public assets 
and liabilities, reforming the copra subsidy, and 
strengthening SOE governance to counter potential 
nepotism and misuse of funds (supported by past and 
ongoing ADB TA).b 
 

Government of 
Kiribati, 
development 
partners 
including ADB 

OVERALL Moderate   

H = high, S = substantial, M = moderate, L = low. 
a The Revenue Equalization Reserve Fund (RERF) was established in the 1950s to invest royalties from now depleted 

phosphate reserves. The RERF is Kiribati’s main mechanism to save wealth for future generations and provide a 
buffer against economic shocks. Its current estimated value is about A$915 million (390% of GDP), or about A$5,727 
per capita. 

b ADB. 2008. Economic Management and Public Sector Reform. Manila; ADB. 2011. Strengthened Public Financial 
Management. Manila; and ADB. 2013. Enhancing Economic Competitiveness through State-owned Enterprise 
Reform. Manila. 
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