
1 
 

BUDGET SPEECH 2017 

DELIVERED ON 8 DECEMBER 2017 ON THE FIRST READING 

OF THE APPROPRIATION BILL (NO. 1) 2017 

BY 

THE HONORABLE DR TEUEA TOATU MP 

MINISTER FOR FINANCE AND ECONOMIC DEVELOPMENT  

REPUBLIC OF KIRIBATI 

 

We Serve We Deliver 

 

Introduction 

Honourable Speaker, it is my greatest pleasure to present to this House 

and Kiribati the 2017 Budget. This is the second budget that our 

government has presented to this House since it came into office in March 

2016, barely nine months ago. However, this 2017 Budget has special 

significance. It is actually the first budget of this government in terms of 

its direct involvement in its design and development. The 2016 Budget that 

I presented earlier this year was essentially a done deal as we only had less 

than a month to work through it before Parliament was convened. 

Mr Speaker, the importance of the budget to the people and the nation 

cannot be over-emphasized. As with all government budgets, this 2017 

budget embodies the government’s spending priorities in line with its 

economic and strategic objectives and how it plans to mobilise resources 

to finance them. It is the single most important policy instrument of the 

government since our smallness means that alternative policy instruments 

such as monetary policy are relatively impotent as tools to influence the 
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economy in a desired way. It is necessary, therefore, that the budget is 

done properly but, more importantly, that it is fiscally sustainable.  

The expected enlarged public spending due to the implementation of 

several of this government’s policy initiatives calls for a strengthened fiscal 

framework. This includes committing to a balanced structural budget over 

the medium term in light of the expected decline in fishing revenue for 2017 

and beyond, strengthening the role of the reserve fund (RERF) as an anchor 

for long-run fiscal sustainability, and maintaining an appropriately-sized 

cash reserve buffer to cope with revenue volatility and exogenous shocks. 

Mr Speaker, this is exactly how the 2017 Budget was developed, and it will 

continue to be the modus operandi for all our budgets going forward. 

Economic Outlook 

Mr Speaker, we cannot ignore the prevailing global environment in the 

preparation of our national budget as this could have significant bearing on 

our economic performance, and indeed on our budgetary planning and 

resource allocation processes. An overview of the prevailing economic 

environment at this juncture is therefore in order. 

According to the International Monetary Fund (IMF), the world economy is 

facing a period of uneven and subdued growth. The IMF downgraded its 

growth forecast on the world economy for this 2016 to 3.1%, down by 0.3 

percentage point from its projection issued in January. According to the 

IMF, the threshold for a global recession is 3% growth, highlighting the 

challenges facing the international community. China’s slowdown shift to 

domestic consumption and weak growth from the developed economies is 

acting as a drag on global growth. The IMF has made the case that 

international trade flows may be constricted by protectionist measures, 

exacerbating the challenges already facing the world economy. If the 

rhetoric is to be believed, such moves from the new US Administration 

would suggest that the risks are not favourable.  
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These economic effects will of course have impacts on Pacific economies 

and our major trading partners, who are all exposed to trade flows with the 

slowing China and US economies. 

In terms of what this might mean for Kiribati, based on the IMF’s 2016 

report on Kiribati, economic growth was 3.0% in 2016, driven by 

Government and Development Partner infrastructure projects such as the 

road in South Tarawa and sanitation improvements. The IMF forecasts this 

growth to decline slightly to 2.7% in 2017 as these projects come to an end 

before further slowing to 2.0% growth in 2018. 

Importantly, these modest forecasts by the IMF in July do not allow for the 

inclusion of new development projects that will likely come on line over the 

forward estimates. In particular, the World Bank and Asian Development 

Bank have dramatically increased their support to Kiribati through the 

IDA18 and ADF12 allocations, respectively. It is my belief that the 

continued economic reform efforts by the Government and increased 

support from our development partners will create a sustainable engine for 

Kiribati to exceed these forecasts. 

Turning now to prices, inflation is forecast to remain subdued due to low 

global commodity prices. Inflation for Kiribati is expected to remain low at 

1.8 per cent in 2017, rising to the longer-term trend of 2.1% in 2018. 

Of course, the economic conditions are extremely important for 

government revenues, with local taxation making up an estimated 22% of 

total revenue for 2017. However, Kiribati remains heavily dependent on 

fishing revenues which will account for an estimated 67% of total revenue 

in 2017. The expected decline in fishing revenues in 2016, due mainly to 

uncertainty around transhipment, requires that we remain vigilant to 

expenditure growth to avoid putting undue pressure on our financial 

position. 
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Review of the 2016 Budget 

Honourable Speaker, before I proceed with my presentation on the 2017 

Budget a review of the 2016 Budget at this juncture is necessary to put in 

perspective our performance and key achievements during the year. This 

is useful for the information of this House and Kiribati. It may also help 

inform discussions on the 2017 Budget.  

The performance of the 2016 Budget was mixed. On the revenue side, we 

under-estimated fisheries revenue by almost $30 million. The budget 

estimate was $101.4 million but the actual amount received as of the end 

of October was $127.74 million. Likewise, taxation revenue was also under-

estimated by about $2.5 million. However, the Budget Support line item 

was over-budgeted by about $3 million. 

On the expenditure side, the most notable budget line is the Copra Subsidy 

which exceeded its budget by $6.63 million or 38%. Other major budget 

overruns include land rent ($1.03 million); Search & Rescue ($0.868 

million); Overseas Medical Referrals ($0.823 million); Local medical 

referrals ($0.733 million); and International subscriptions ($0.295 million). 

Figures in brackets are shortfalls. All these under-budgeted expenditure 

items have been catered for through the supplementary appropriations – 

one of them was approved today.  

Despite the supplementary appropriations made during the year totalling 

$26.09 million to cover the budget shortfalls, the overall 2016 Budget 

position was still in surplus, to a tune of $1.59 million. This upholds our all-

important fiscal policy that we should never live beyond our means. More 

importantly, not a single cent was ever drawn down from the RERF during 

the year. 

All in all, 2016 was a success for the government in terms of the number 

of its policy initiatives (motinnano) that had been implemented during the 

year. These initiatives include the copra subsidy, free education policy for 
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Form 4, 5 and 6, increased grant assistance to churches, increased land 

rent on South Tarawa, Outer Islands and Island Councils, and extension of 

the import levy scheme to the Line & Phoenix. Other major initiatives 

included in the motinnano which have not yet been fully implemented but 

funding has been provided under the 2016 Budget are the (i) purchase of 

a landing craft for the Kiribati Shipping to improve shipping to the outer 

islands; and (ii) prefeasibility study for the purchase of Kiribati’s own 

aircraft to improve linkages with the outside world at a more affordable 

cost. 

Mr Speaker, all these policy initiatives were implemented without 

compromising the integrity of the budget. As I will explain later, there are 

additional policy initiatives of this government that will be implemented in 

2017.  

Mr Speaker, let me now turn to the 2017 Budget. 

 

The 2017 Budget 

The total recurrent budget for 2017 is $164.07 million. This is inclusive of 

statutory expenditures totalling $6.11 million, which does not require 

appropriation. Therefore, the net amount to be appropriated by this House 

is $157.96 million.  

As Honourable members are aware, Kiribati uses a dual budget system and 

therefore there is also a Development Budget amounting to $136.72 

million that I will present next week. Added to the Recurrent Budget above, 

the total national budget is $300.79 million. 

To keep to tradition, I will focus for now on the Recurrent Budget and 

therefore subsequent references to the term ‘budget’ in this speech refer 

to the Recurrent Budget, unless otherwise stated 
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Mr Speaker, let me first go through the estimated expenditures for 2017.  

Estimated Expenditure 

As stated earlier, the total estimated expenditure for 2017 is $164.07 

million. This is an increase of 10% over the approved (original) 2016 

Budget of $149.14 million. However, as Honourable Members are aware, 

there were two Supplementary Estimates approved by this House – one 

during the September session and the other just this morning. The total of 

these two supplementary estimates is $26.23 million (including statutory 

expenditure), which brings the revised budget for 2016 to $175.36 

million. Against this revised 2016 Budget, the 2017 Budget represents a 

decrease of 6% or $11.29 million in absolute terms. 

The major contributors to the increase in the 2017 Budget are the Copra 

Subsidy ($25.1 million); Land rent ($4.60 million); International 

contributions ($2.95 million); and Local contribution to Development Fund 

($14.08 million). The budget provision for maintenance has also been 

doubled from $500,000 to $1 million. As indicated in my previous budget 

speech, this government supports the need for regular maintenance to 

public assets and infrastructure and there are plans to develop an asset 

maintenance national programme. 

There are three new budget items included in the 2017 Budget, two of 

which relates to our Motinnano. These are payment of Mayors and 

Councillors salaries which will take effect from the second half of the year, 

payment of sitting allowance to school committees, and support grant to St 

Leo Senior Secondary School on Butaritari which has now been officially 

recognised by the government. The budgetary provisions for these two new 

budget items are $2.37 million and $56,640 respectively. The support grant 

to St Leo is $0.112 million. 

As with the previous year, the biggest spending ministries (excluding other 

commitment) are the Ministry of Education with a share of $22.81 million, 
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the Ministry of Health $20.04 million, and Police & Prisons $8.36 million. 

Together, these three ministries take up 54% of the total budget, with the 

other 46% distributed amongst the remaining eighteen 

ministries/departments. It should be noted that a new ministry, the Ministry 

of Justice, has now been established in accordance with the resolution of 

this House. The establishment of this new ministry is necessary to 

coordinate the different activities and programmes related to justice, 

thereby avoiding unnecessary duplication and maximising synergy. The 

total budget for the Ministry of Justice is $0.506 million. However, this 

budget may change once a decision on the constituents of the Ministry’s 

portfolio has been finalised. Note that this will not affect the total budget 

as it will only involve the reshuffling and re-allocation of budget items within 

the overall budget.  

Dissecting the budget by category of expenditure, the distribution is as 

follows: 39% of total budget for Ministries’ personal emoluments; 19% for 

Ministries’ operations; 28% of total budget for subsidies and grants; 9% of 

total budget for local contribution to development; and 4% of total budget 

for other commitments. 

For 2017, we have increased the operating budgets of Ministries by 3 per 

cent. This is done with a view to enhancing the operating capabilities of 

Ministries. Until now, the operating budgets of ministries have been 

subjected to very tight provisions, stifling their operational efficiencies and 

effectiveness.  

Annual debt payments for loans outstanding in 2017 are expected to 

amount to $1.54 million.  There is no change in the government’s loan stock 

from what I reported in my first budget speech. We will continue to review 

and ensure that the management of the debt of the country does not get 

beyond our control.  We will do this through strong policies to guide the 

level of indebtedness and only undertake concessional loans for the 

Government when really needed. 
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Mr Speaker, the burning question that I’m sure this House, and indeed 

Kiribati, is eager to ask is: Does this government have the money to finance 

all these expenditures and commitments? The short answer, Mr Speaker, 

is YES it has. And to prove that, let’s examine the revenue side of the 

Budget. 

Estimated Revenue 

The estimated total revenue for 2017 from all sources is $164.59 million, 

which is an increase of 9% over the 2016 total revenue. This is made up of 

$113.15 million (69%) from fishing revenue; $36.3 million (22%) from 

taxation; and $15.14 million (9%) from other sources which include budget 

support from the World Bank and New Zealand of $8.71 million ($10.45 

million) for which this government is deeply grateful. Let me reassure our 

development partners referred to here that the economic reform program 

as agreed to be one of the requirements for this extra-budgetary support 

will continue. We do share the view that, beyond the exogenous factors, 

Kiribati’s competitiveness hinges on continued efforts to boost private 

sector development and addressing long-standing structural impediments 

through SOE reforms and other reform programmes. 

Mr Speaker, Honourable members will notice that there is not a significant 

change in revenue from fishing for 2017 when compared to 2016. Following 

lower receipts in 2016 vis-à-vis the 2015 record level, current projections 

are for the license revenue to hover around A$100 million in 2017 and the 

ensuing years, in line with the historical average of the last seven years.  

As a means to mitigate against unexpected shortfalls in revenue and 

external shocks, we have put in place a cash reserves buffer from the 

Consolidated Fund that will stand ready to cover these unexpected 

shortfalls and shocks. On the basis of the 2016 level of current expenditure, 

this would suggest a cash reserves buffer of roughly $40 million (40 percent 
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of the projected fishing revenue) against future temporary revenue 

shortfalls and external shocks. The policy of drawdowns from the cash 

buffer should be transparent and also ensure its replenishment when 

revenue exceeds expectations. Any fiscal surplus after replenishing the 

cash reserve buffer should be transferred to the RERF to expand its principal 

base. 

For the information of this House, the total free cash in the government’s 

bank accounts, excluding the Development Fund account (No.4 account), 

as of the end of November 2016 is $135.67 million. This is free cash in 

the sense that it is not committed to any programme or budget, including 

the 2017 Recurrent Budget. We have plans to shift part of this amount to 

the RERF and higher yield short-term deposits in line with our cash reserves 

buffer policy referred to above. 

Mr Speaker, let me take this opportunity to touch on the RERF – Kiribati’s 

biggest and single most important financial asset.  At the end of October 

2016, the value of the RERF stood at $840.76 million, compared with 

$756.3 million at the end of 2015.  This is an increase of $84.46 million or 

11% over the 2015 value. A large portion of this increase is attributable to 

the $70 million that we transferred in July this year from the No.1 Account. 

The remaining $14 million is due to income and/or capital growth. As I 

indicated earlier in this speech, no withdrawal from the RERF was made 

during the year. Not a single cent. 

International markets performed poorly in the second half of 2016 and the 

value of the RERF at the end of October dropped to $846.76 million from 

$855.47 million at the end of July – a decline of 1.7%.  Current forecasts 

are that global growth will resume in 2017 and we may see a sustainable 

rally in equities and an end to the recent cycle of back and forth moves 

experienced for most of the last 15 months. We expect, therefore, that the 

RERF will recoup its lost value within a relatively short period of time.  
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Mr Speaker, as I reported in my maiden budget speech, this government is 

keen to explore ways of ensuring that the RERF benefits all generations, 

instead of just the future generations. The considered view of this 

government is that the RERF is an asset of Kiribati and therefore it should 

benefit every I-Kiribati, not just the future generations. As a way forward, 

we will be formulating a rule-based drawdown policy for the RERF with the 

view to preserving the RERF as an endowment fund that can provide the 

population with a permanent and stable stream of income, with the 

government’s spending plans aligned to this policy. 

Overall Fiscal Position 

All in all, Mr Speaker, the revenue situation for 2017 as outlined above is 

robust enough to enable the government to meet its commitments and 

expenditures as outlined in the 2017 Recurrent Budget. The total estimated 

expenditure for the year of $164.07 million is within the total estimated 

revenue of $164.59 million, yielding a surplus of just over $0.5 million. 

Given this surplus and the free cash I mentioned earlier, it is unlikely that 

there will be drawdown in 2017 from the reserve fund (RERF) to finance 

the budget. This is consistent with our government’s policy of limiting 

drawdowns from the RERF, and even then for development purposes only. 

It is reassuring, Honourable Speaker, that despite the moderate growth in 

revenues from fisheries and taxation, coupled with the implementation of 

a number of our policy initiatives as already explained, the overall fiscal 

position is in surplus. The medium term fiscal framework also forecasts 

surpluses for the ensuing years.  

The Way Forward 

Although the overall fiscal position for 2017 is positive, there is still a lot of 

work to do to bolster up our fiscal position. Given the expected decline in 

fishing revenue - which accounts for 70% of our total revenue - and 

Kiribati’s susceptibility to climate change related shocks, budget decisions 
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need to be taken in the context of a medium term fiscal framework with 

prudent assessment of spending goals, revenue projections and wealth 

management targets. This framework should embed adequate fiscal buffers 

which would likely imply saving much of the fishing revenue windfall. 

Further strengthening the RERF would also support the fund’s capacity to 

provide sustainable future income for intergenerational equity.  

Importantly, we need to continue to explore options to diversify and 

broaden our revenue base to protect the government’s bottom-line from 

shocks and unexpected shortfalls from fisheries. We are pleased to inform 

this House, Mr Speaker, that we had already approached one of our 

development partners to assist us better manage our fisheries resources 

and to help us identify options that will afford us a better return from this 

resource. One such options include the adoption of a catch-based 

management system and the application of a capitalisation method to 

fisheries revenue. 

Additionally, the impending purchase of Kiribati’s own aircraft and the 

strengthening of internet connectivity through the laying of fibre optic cable 

will contribute significantly to the development of tourism and export of our 

marine products to international markets. 

On the expenditure side, we will continue to review and control certain 

expenditure items that are wasteful and non-productive. This will be done 

without compromising the operational efficiency of the public service and 

the effective delivery of essential public services. 

It is important also to harness and further strengthen public-private 

partnership and collaboration with the private sector with the view to 

engaging the private sector more actively, especially in those areas where 

it clearly has a comparative advantage. This will help reduce the burden of 

the government, thereby allow the government to focus on its core 

activities. 
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Concluding Remarks 

Mr Speaker, it would be remiss of me to end this speech without thanking 

our development partners for the support that they have provided, and will 

continue to provide, to our government and to Kiribati as a whole. As a 

small island nation with limited resources, we simply cannot shoulder our 

development burden alone. It is with great sincerity and humility, 

therefore, that I would like to take this opportunity to thank all our 

development partners, on behalf of the government, for their much-valued 

support. Kam bati n rabwa. Together, we can make this partnership work 

for the greater economic and social good of Kiribati and our people. 

Last, but not least, I would like to thank wholeheartedly the staff of my 

Ministry for their tireless efforts and hard work without which this Budget 

book could not have been conceived. The support and cooperation from 

Line Ministries is acknowledged with great gratitude also. 

With these remarks, Mr Speaker, I now respectfully move that the 2017 

Appropriation Bill be read the first time.  

Thank you. 


