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SECTOR ASSESSMENT (SUMMARY): PUBLIC SECTOR MANAGEMENT 
 

Sector Roadmap 
 

1. Sector Performance, Problems, and Opportunities 
 

1. Background. Kiribati faces multiple development challenges represented by its 
geographic remoteness and dispersion, a narrow economic base, and a small domestic market, 
which naturally limit economic growth in the country. The major export commodities are copra 
and fish, while the country is heavily dependent on imported commodities such as petroleum oils 
and staple foods. This dependency results in persistent trade deficits and significant exposure to 
commodity price volatility. The country is highly exposed to the negative effects of climate change. 
Without independent monetary and exchange rate policies, given the adoption of the Australian 
dollar, and limited leverage of banking regulation and interest rate policy, the government is reliant 
on fiscal policy to manage the impact of shocks and stimulate inclusive growth. The private sector 
remains small, and public spending dominates the economy of Kiribati. 
  

2. Growth perspective. While the population of Kiribati has grown steadily at a rate of 1.9% 
between 2006-2016, the country’s economic growth during the first half of the same period was 
moderate.1,2 After the global financial crisis (2007–2008), the economy contracted and stagnated 
until 2011. In 2012, however, the economy started to grow rapidly fueled by high fishing revenue, 
and gross domestic product (GDP) per capita increased from A$1,370 in 2011 to A$1,524 in 
2016.3 (Figure 1). 
 

Figure 1: Real GDP and GDP per capita 
(Constant 2006 Australian dollars) 

Figure 2: Real GDP, Development Expenditure, 
and Revenue from Fishing License Fees  

(Constant 2006 Australian dollars) 

  
GDP = gross domestic product, IMF = International Monetary Fund, RHS = right-hand side. 
Sources: ADB. Asian Development Outlook database; Government of Kiribati. 2017. Fishing License Revenues in Kiribati 
Report 2016. Tarawa; Government of Kiribati. 2017. National Budget 2017. Tarawa; International Monetary Fund (IMF). 
2016. Kiribati 2016 Article IV Consultation Staff Report. IMF Country Report No. 16/292. Washington. DC; IMF. 2017. 
Kiribati–Assessment Letter for the Asian Development Bank. Washington, DC; World Bank. World Development Indicators 
online database. http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators (accessed on 19 
September 2017). 

                                                 
1  This summary is based on Asian Development Bank. Asian Development Outlook database; International Monetary 

Fund (IMF). 2016. Kiribati 2016 Article IV Consultation Staff Report. IMF Country Report No. 16/292; IMF. 2017. 
Kiribati–Assessment Letter for the Asian Development Bank. Washington, DC; and World Bank. 2017. World 
Development Indicators. Washington, DC. 

2 The population of Kiribati was 94,260 in 2006 and grew to 114,395 in 2016. World Bank. World Development 
Indicators online database. http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators 
(accessed on 19 September 2017). 

3 In constant 2006 Australian dollars. 
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3. Revenue from fishing license fees. The stronger GDP growth since 2012 was supported 
largely by the rise of the revenue from fishing license fees, coupled with the increase in 
development expenditure, which is mostly grants received from development partners (Figure 2). 
The implementation of the Vessel Day Scheme has contributed in part to the rise in revenue from 
the fishing license fees, which has risen from A$29.1 million in 2011 to A$89.0 million in 2013 and 
A$197.8 million in 2015.4 However, the volume of fish catches is historically volatile, and the rate 
at which revenue will continue to rise in the future is uncertain.  
 

4. Fiscal balance. The fiscal position of Kiribati has improved in recent years, from an 
average of –15% as a share of GDP in 2009–2011 to around 21% in 2012–2015. During 2013–
2015, the overall fiscal balance was in surplus, largely due to the high fishing revenue, which 
contributed to the government’s total revenue by about 70% of GDP on average (Figure 3). In 
2016 and 2017, however, the fishing revenue is expected to decrease to about 50% of GDP and, 
accordingly, the overall fiscal balance is forecasted to return to deficit.5 

  
 

Figure 3: Total revenue, expenditure, and overall balance (% of GDP) 

 
Bal. = balance, e = estimate, Exp. = expenditure, f = forecast, Rev. = revenue. 
Source: Asian Development Bank. Asian Development Outlook database. 

 
5. Revenue Equalization Reserve Fund (RERF). In 2014–2016, about 80% of the 
government’s revenue was raised from fishing revenue and external grants. To counter significant 
revenue volatility, the government’s revenue is supported by the RERF, an important vehicle for 
intergenerational investment.6 Unsustainably high drawdowns from the fund during 2009–2012 
used to support fiscal deficits as well as losses on the fund’s investments have almost halved the 
RERF balance from its peak in 2000 in constant per capita terms.  
 

6. Strengthening the RERF. In an effort to better manage the RERF, a debt policy approved 
by the government in 2013 established clear criteria for concessional and non-concessional public 
borrowing. Owing to the high fishing revenue, the government succeeded in transferring A$50 
million in 2015 and A$30 million in 2016 into the RERF, and the fund closing balance is expected 
to reach A$912 million in 2017. Further, under subprogram 1 of this program (and through the 

                                                 
4  The Vessel Day Scheme (VDS) was established under the Parties to the Nauru Agreement (PNA) in 2012. The 

scheme sets overall limits on the number of days purse seine fishing vessels can be licensed to fish in PNA waters. 
Days are allocated to each country and traded between countries. The minimum fee was $8,000 a day in 2015–
2016.  

5  Asian Development Bank. Asian Development Outlook database. 
6  The RERF was established in 1956 during the United Kingdom’s colonial administration and capitalized using tax 

revenue and royalties from phosphate mining (which exhausted in 1979). 
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joint government–donor policy matrix), the government has made significant efforts to improve 
the governance structure of the fund.7 In the medium to long term, however, RERF performance 
will depend greatly on the drawdowns to finance fiscal deficits. The IMF has recommended the 
government set a transparent target level for the RERF (such as A$1 billion by 2020) and 
formulate a rule-based withdraw mechanism to support the government’s long-run development 
agenda and to ensure intergenerational equity.8 
 

7. Revenue policy and performance. From 2012–2016, the government’s tax revenue has 
stagnated at around 14–17% of GDP. This is due to the narrow tax base, weak tax compliance, 
and poor corporate tax performance of the state-owned enterprises (SOEs). In 2013, the 
government passed the Revenue Administration Act to improve compliance. In 2014, the 
government introduced the value-added tax and excise tax to replace phased-out import duties 
and broaden the tax revenue base.  
 

8. Expenditure performance. The public sector wage bill has remained relatively flat at 
around 24–28% of GDP between 2012–2016, reflecting the government’s efforts to restrain 
current expenditure. Further, SOE subsidies have been almost halved from 5% of GDP in 2014 
to 2.4% in 2015 and 2.9% in 2016. Over the same period, however, the expenditure for the copra 
subsidy program has quadrupled, from A$5.3 million in 2014 to A$22.8 million in 2016.9  
 

2. Government’s Sector Strategy 
 

8. Public sector reform strategies. The Kiribati Development Plan (KDP), 2016–2019, the 
country’s tenth development plan, provides the overarching framework for achieving fiscal 
sustainability and promoting long-term growth in Kiribati.10 The KDP focuses on six key priority 
areas, one of which is economic growth and poverty reduction. Most of the public sector 
management (PSM) activities focus on this key area. Such activities include (i) establishing 
effective financial public administration including improvements in the forecasting of taxation 
revenue and expenditure for the annual budget, (ii) increasing taxation and customs revenue 
through a range of initiatives including increasing the quality of value-added tax returns and 
reviewing customs regulations, (iii) establishing effective debt management controls including 
ensuring debt levels are sustainable, (iv) placing SOEs on a more commercial footing including 
the completion of the rationalization of SOEs through privatization and public–private partnerships 
(PPP), and (v) promoting private sector development including enhancing opportunities for 
external investors and reforming business law to create a conducive business environment. 
These sector strategies are reflected in the design of ADB’s and development partners’ programs 
to strengthen PSM. 
 

9. Structural reforms and private sector development. Since 2012, the government has 
undertaken significant reform actions, supported by ADB and other development partners, 
including the passing of the State-Owned Enterprises Act in 2013, the initiation of restructuring 
and privatization processes for selected SOEs, and the implementation of an improved oversight 
framework that led to better corporate governance.11 The merger of the two copra SOEs, the 
Copra Society and the Copra Mill in 2016, has reduced the costs of handling the copra subsidy. 
In parallel, the government has pursued private sector development, through a private sector 

                                                 
7  See the Joint Policy Reform Matrix 2017-2018 in Appendix 4.  
8  IMF. 2017. Kiribati–Policy Note for the 2017 Article IV Consultation. (unpublished). 
9  One of the objectives of the program is to support inhabitants of outer islands through a livelihood subsidy. The sharp 

increase in 2016 was driven by the new government's strong mandate to promote higher quality of life for people 
living in the outer islands.  

10  Government of Kiribati. 2016. Kiribati Development Plan 2016–2019. Tarawa. 
11  ADB. 2008. Economic Management and Public Sector Reform. Manila (TA 7166-KIR); ADB. 2013. Enhancing 

Economic Competitiveness through State-owned Enterprise Reform. Manila (TA8478-KIR). 
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development strategy. Development partners support this effort through sector development of 
the transport infrastructure, financial, and energy sectors; telecommunications sector 
liberalization; and skills development. 
 

3. ADB Sector Experience and Assistance Program 
 

10. ADB support. ADB’s Country Operations Business Plan for Kiribati, 2017–2019, which is 
aligned with ADB’s Pacific Approach, 2016–2020, supports the goals and objectives of the KDP, 
2016–2019. 12  Since 2012, ADB has worked with other partners (the World Bank, and the 
governments of Australia and, more recently, New Zealand) to support the government’s efforts 
to improve both fiscal stability and management and business climate. These measures are also 
the focus of the Kiribati Economic Reform Plan developed jointly by the government and 
development partners. An existing ADB TA, approved in 2013, is helping the government reduce 
the fiscal drain from underperforming SOEs. 13  The TA has supported the design and 
implementation of SOE reforms through restructuring inefficient SOEs and strengthening SOE 
corporate governance.  
 

11. Strengthening economic management reform. In 2013, the government requested 
budget financing from its development partners to help stabilize the RERF and support public 
finance reforms. In response, ADB prepared a stand-alone policy-based operation— 
Strengthening Fiscal Stability Program—to support fiscal management and structural reform. 
ADB contributed $3 million as part of a multi-donor $12.1 million grant designed to support fiscal 
management.14 The grants from ADB, New Zealand, and the World Bank provided fiscal relief, 
reduced the RERF drawdown in 2014, and helped start the RERF replenishment after years of 
unsustainable withdrawals. The government implemented all the required policy actions in the 
program’s policy matrix. Such actions included: (i) implementation of several SOE and PFM 
reforms, (ii) introduction of value-added tax, and (iii) improvement of public sector management 
with more transparency in producing the budget papers and annual reports. In coordination with 
other development partners, ADB continues to support the implementation of public finance 
reforms through ongoing dialogue, policy-based operations, and TA. 
 

12. Future ADB support. Future ADB support in PSM, through policy-based operations and 
TA, is expected to continue the reform implementation identified in the 2016–2019 KDP. As 
articulated in the vision of the KDP, “Towards a better educated, healthier, more prosperous 
nation with a higher quality of life”, a gradual shifting of reform priorities toward inclusive growth, 
including a focus on public social spending in education, health, and women’s empowerment is 
expected to take place in 2018–2019. . 
 

13. ADB assistance will also target capacity development and performance management of 
the civil service. Regional TA will support activities in economic management, structural reforms, 
PFM, and capacity development.15 

                                                 
12 ADB. 2016. Country Operations Business Plan: Kiribati, 2017–2019. Manila; ADB. 2016. Pacific Approach, 2016–

2020. Manila. 
13 ADB. 2013. Technical Assistance Report: Enhancing Economic Competitiveness through State-Owned Enterprise 

Reform in the Republic of Kiribati. Manila.  
14 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 

to the Republic of Kiribati for Strengthening Fiscal Stability Program. Manila; ADB. 2016. Completion Report: 
Strengthening Fiscal Stability Program in Kiribati. Manila.    

15 ADB. 2013. Pacific Economic Management (Phase 2). Manila (TA 8565-REG); and ADB. 2013. Pacific Private Sector 
Development Initiative (Phase III). Manila (TA 8378-REG); ADB. 2017. Pacific Fellows Program. Manila. 
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Problem Tree for Public Sector Management 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

CORE PROBLEM 

CAUSES 

EFFECTS Limited fiscal space to respond to shocks and 
fund basic service delivery 

Poor public sector management weakens 
macroeconomic stability and hinders private sector 

growth 

Weak public financial 
management  

Poor management of 
public assets and 

liabilities  

Difficult and high cost 
business environment  

Low institutional 
capacity for public 

financial management 

Outdated and 
complicated FMIS 

systems without user 
support and training 

  

SOEs and other 
public assets and 

liabilities are poorly 
monitored 

 SOEs are poorly 
managed and 

operated 

Public utilities are 
high cost and 

coverage of services 
is limited  

FMIS = financial management information system, SOE = state-owned enterprise. 


