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Common Abbreviations and Defined Terms

This section explains the common terms and abbreviations used in this document.

Abbreviation / Term  Full Terminology / Definition

AAT Average Annual Construction Turnover

ADB Asian Development Bank

AUD Australian Dollar

CAC Contract Award Committee

CCAB Central Contract Award Board

CESMP Contractor Environmental and Social Management Plan

cMU Country Management Unit

CPU Central Procurement Unit

DP Development Partner

EAP East Asia and Pacific

GDP Gross Domestic Product

1A Implementing Agency

ICT Information and Communication Technology

KDP Kiribati Development Plan 2020 — 2023

KV20 Kiribati 20-Year Vision 2016 — 2036

MCIC Ministry of Commerce, Industry, and Cooperatives

MFED Ministry of Finance and Economic Development

MICTTD Ministry of Information, Communications, Transport and Tourism Development
MISE Ministry of Infrastructure and Sustainable Energy

PCB Procurement Complaints Board

PIC Pacific Island Country

PPA Public Procurement Act 2019

ProcDash Asian Development Bank (ADB) Operational Procurement Statistics Dashboard
STEP World Bank Systematic Tracking of Exchanges in Procurement
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1 Executive Summary

This report provides an overview of the construction contractor market in the Republic of Kiribati
(Kiribati). The analysis is based on findings from desk research on market capability, data analysis on
contract awards, and Kiribati contractor survey results. The aim of this report is to identify key insights
and risks associated with the Kiribati construction market and present actionable recommendations to
promote sustainable growth and local contractor participation in procurements.

Market Capability and Data Analysis

The market analysis identified 30 Kiribati-based contractors. The average annual construction turnover
(AAT), a reliable measure of a contractor's financial capacity, was calculated for each contractor based on
the value of contracts awarded by World Band and Asian Development Bank (ADB) in the five-year period
of 2018 — 2022. By categorizing contractors based on their AAT, Implementing Agencies (lAs) can
effectively assess their financial resources and suitability for specific contracts. Key findings from the
market analysis include:

e AAT was presented for 10 contractors, including 8 Kiribati-based contractors that responded to
the contractor survey. The other 2 contractors were sourced from ADB and World Bank datasets,
bringing the total number of sample contractors for the analysis to 10.

e The distribution of the 10 contractors across different AAT ranges is as follows:
o 6 contractors have an AAT below S50K.
o 1 contractors fall within the AAT range of S50K to $100K.
o 0 contractors are in the AAT range of $100K to S200K.
o 2 contractor falls within the AAT range of $S200K to $300K.
o 1 contractors operate in the AAT range of $300K to $500K.
o 0 contractors have an AAT exceeding $500K.

Moreover, the market analysis provides valuable insight into the number of contractors per type of
construction works, categorized by their AAT specific to each type of work. The types of construction
works were based on the contract activities described in the datasets and survey results. This information
is crucial as it not only indicates the number of financially capable contractors but also highlights the
availability of contractors with experience in similar types of construction works. Key findings include:

e Energy-Related: There is only one contractor that performed this type of works, and it has an AAT
below S$50K.

e Building Construction: Five contractors were involved in building construction. Among these,
three contractors have an AAT below $50K, one contractor has an AAT falling within the $100K to
$200K range, and one contractor falls within the S300K to $500K range.

e Road Construction: There is only one contractor that performed this type of works, and it has an
AAT below $50K.

e Water and Sanitation: There is only one contractor that performed this type of works, and it has
an AAT that falls within the $200K to $300K range.

e Maritime (Port / Wharf): There were no contractors that performed this type of work during the
stated period.
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Total and Available Construction Market Capacity

While no current data on infrastructure spend was found, according to the Kiribati Development Plan
2020 — 2023, S900 million was earmarked in 2019 for government projects. Among these, $600 million
worth of projects will be financed through development partners, and $300 million by the government of
Kiribati (Government of Kiribati 2021). An assumption can be made that a similar level of spending on
government projects will occur in future years following a slowdown in spending during the COVID-19
pandemic. The World Bank and ADB play a role in funding projects, but local contractors received only 1%
of total contracts issued from these development partners (DPs) in the 5-year period of 2018 — 2022. If
past performance is an indicator, based on local contractors’ prior experience with World Bank- and ADB-
funded contracts, it is likely that local contractors’ share in the country’s future investments will remain
limited.

Select Kiribati Survey Results

A 19-question survey on company financial and operational information was issued via email in July 2023
to select Kiribati contractors identified through desk researches and outreach. The survey shed light on
the contractors’ AAT, construction experience, barriers to tender participation, workforce, and
environmental and social sustainability considerations.

Regarding contractor experience, a minority of the surveyed contractors have previously bid on contracts
financed by international donors with only two having received contract awards from these sources. The
main barriers faced by contractors in participating in tenders include bid qualification requirements,
complexity of bid documents, purchasing insurance, and importing equipment and materials.

In terms of environmental and social considerations, the survey indicates a positive trend in contractors'
awareness and willingness to prioritize environmental sustainability in material selection and workforce
inclusion. However, efforts to promote the participation of women and disadvantaged groups in the
construction industry need improvement.

The analysis of insurance access reveals that permitted deductibles pose the most significant challenge
for contractors, followed by insurance amounts requested, insurance exclusions, and presence of insurers
in country of operations.

Risks and Mitigation Actions

The market analysis identifies several risks associated with the country’s construction contractor market.
One key risk is the potential for project delays or failures if IAs package contracts, especially those unlikely
to attract international bidders, without adequately considering the capacity of local contractors. On the
other hand, lowering the AAT requirement solely to match the capacity of local contractors without
considering the financial requirements of the contract can also lead to contractor’s financial difficulties
during contract implementation.

To address these risks, the following mitigation measures are recommended:

e Encourage partnerships or joint ventures between local contractors and larger contractors with
more experience or resources. This collaboration can help local contractors enhance their
capabilities and mitigate potential risks.

e Structure payment terms in a way that eases the financial burden on local contractors, especially
during the initial stages of the project when costs might be higher, e.g., mobilization payments,
invoice processing time).

Another risk highlighted is the limited number of qualified local contractors, which can lead to poor
competition and potentially result in higher pricing. To mitigate this risk, contract packages should be
designed to align with the AAT of local contractors, enabling more of them to participate. Engaging actively
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with local contractors and promoting collaborations among them can also enhance competition and
improve market dynamics. By implementing these mitigation measures, the construction contractor
market in Kiribati can be strengthened, fostering a healthier and more competitive local construction
market.

Furthermore, there are challenges around bid qualification requirements and the intricacies of bidding
documents, and issues related to permitted insurance deductibles and the willingness of insurers to
provide coverage. These risks can be mitigated by simplifying the procurement process, providing
additional training to local contractors on bidding documents, and expanding the capacity of the insurance
market to ensure that qualified contractors can obtain the necessary insurance so that they can compete
for local contracts.

2 Introduction

The objective of this report is to provide the World Bank and IAs in Kiribati with market research, data
analysis, tools, and templates to facilitate the understanding of local construction market capacity. The
report will also aid in planning and executing project procurements using fit-for-purpose procurement
sizing, qualification criteria, and sustainability principles, while adhering to World Bank procurement
guidelines.

The market analysis aims to enable IAs to formulate procurement strategies that maximize the
participation of construction contractors based in Kiribati during bidding processes. It will also provide
information that the World Bank can use to update procurement approaches and methods thresholds for
works procurement in Kiribati. This, in turn, will promote increased participation in national open
competition approaches within World Bank-funded projects.

To enhance Kiribati’s procurement capabilities, readers should also reference the following reports and
tools:

1. Rated Criteria for Works Procurement Playbook and Application to Future World Bank East Asia
Pacific (EAP) Project Portfolio; and

2. Pacific Island Country (PIC) Sustainability Policy Analysis, Global Blue Economy Procurement Best
Practices and Application to Future World Bank EAP Project Portfolio.

These reports are available through the country-assigned World Bank Procurement Specialist and are
available upon request.

3 Country Context

Kiribati is comprised of 33 islands dispersed across an expansive area of 3.5 million square kilometers of
ocean. It has a population of 131,232 as of 2022. As of 2022, Kiribati's Gross Domestic Product (GDP)
amounted to $223 million while it's GDP per capita stood at $1,702. Kiribati experienced growth in its GDP
in the same year, with a growth rate of 1.6%. The average growth rate among Pacific island small states
was 6.4% in 2022. ' The country’s labor force was measured at 47,190 persons as of 2020.?

Kiribati is confronted with a significant need for infrastructure investment while grappling with a
development obstacles that surpass its existing resources. The country's susceptibility to the gradual
progression of climate change poses a prolonged and serious threat, impeding its national progress. The
nation's geographical isolation, both on the international and domestic fronts, leads to elevated costs for

! For more information see https://data.worldbank.org

2 For more information see https://kidb.adb.org/economies/kiribati
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business operations and the provision of public services. This has resulted in a substantial deficit in the
necessary infrastructure. Compounded by governance issues, business regulations, and limited access to
credit owing to insufficient expertise and technologies, these challenges are further exacerbated (Asian
Development Bank 2023).

4 Overview of the Kiribati Construction Contractor Market

The Kiribati 20-Year Vision (KV20) provides a blueprint of the country’s development priorities including
development in air, land, and sea transport infrastructures, costal infrastructure, Information and
Communication Technology (ICT), energy, utilities, and social infrastructures for the period of 2016 — 2036
(Government of Kiribati 2016). The KV20 document does not outline the funding allocation for specific
projects, but it does acknowledge the constraints stemming from the country's limited internal resources.

The Kiribati Development Plan 2020 — 2023 (KDP) provides insight into the financial landscape of the
country. According to the KDP, $900 million was earmarked in 2019 for government projects. Among
these, $600 million worth of projects will be financed through development partners, and $300 million by
the government of Kiribati. Development partners include the World Bank, ADB, the European Union, the
Government of Italy, the Government of Japan, and the Government of New Zealand (Government of
Kiribati 2021).

The execution of infrastructure development projects outlined in the KDP fall within the purview of
pertinent ministries. These encompass the Ministry of Finance and Economic Development (MFED), the
Ministry of Infrastructure and Sustainable Energy (MISE), the Ministry of Information, Communications,
Transport and Tourism Development (MICTTD), as well as state-owned enterprises that operate under
each respective ministry, directed by the Ministry Strategic Plan of the corresponding ministry. Other
ministries or agencies may also carry out construction projects that are aligned with their respective
Ministry Strategic Plan.

4.1 History and Organization of the Market

Kiribati’s infrastructure development is primarily driven by government projects, with heavy reliance on
funding from development partners such as the World Bank, ADB, the European Union, the Government
of Italy, the Government of Japan, and the Government of New Zealand (Government of Kiribati 2021).
The majority of the identified local construction contractors are privately-owned companies in terms of
their organization.

4.2 Note on Eligibility, Qualification, Classification, and Certification Systems

4.2.1 Vendor Eligibility and Qualifications

The Public Procurement Act 2019 (PPA)? indicates that public procurement is open to all domestic and
international bidders. The PPA does not explicitly outline the qualifications requirements for bidders, as
it leaves this to each procuring ministry or agency to describe in their bidding documents.

DPs such as the World Bank and ADB have established specific eligibility and qualification criteria for
projects subject to their funding. These criteria, although similar in nature, vary slightly between the two
institutions. The key qualification criteria as described in the World Bank’s Standard Procurement
Documents (World Bank 2020) include:

3 For more information see https://www.procurement.gov.ki/attached files/ProcuremenatAct%202019.pdf
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1. Eligibility: Bidders must meet certain eligibility requirements outlined by the respective DP. These
requirements pertain to country membership in the organization, United Nations (UN) eligibility,
participation guidelines for government-owned entities, and conflict of interest. The World Bank
permits all firms and individuals from countries not under UN sanctions to participate in tenders,
while ADB typically allows participation only from its member countries (68 countries).

2. Bidders need to meet specific qualification criteria such as:

e Contractual Experience: A minimum threshold of contractual experience is typically required,
which is often set at three (3) years. This criterion ensures that project bidders have prior
experience in successfully executing contracts of a similar nature, demonstrating their ability
to effectively manage and deliver project outcomes.

e Average Annual Construction Turnover (AAT): The average annual turnover of the bidder is
evaluated to assess their financial capacity. This criterion helps determine if the bidder has
sufficient financial resources and stability to undertake and sustain the project's financial
obligations over its duration.

e Financial Capacity: This includes assessing their available financial resources net of their
current contractual commitments, and ability to mobilize funding, manage cash flows, and
fulfill contractual obligations.

By adhering to these qualification criteria, IAs aim to ensure that projects are carried out by qualified and
capable contractors. These criteria serve as benchmarks for evaluating the suitability and capacity of
bidders, contributing to the overall success and effectiveness of development initiatives.

4.2.2 Vendor Classification and Certification Systems

Kiribati does not have a specific classification and certification system for local construction contractors.
However, the Business Names Act 2010* provides guidance on which vendors need to register their
business name with the government’s Registrar.

5 Construction Contractor Market Survey Results

An electronic survey was developed to capture construction market information directly from local
contractors. The survey was opened in July 2023 and was sent to 21 contractors for whom contact details
were available. Of these, 9 contractors responded to the survey. The content below summarizes the
results of the survey.

Company Registration Information

1. Question: Does your company have a parent or subsidiary company? If so, please provide the
company name(s) and country of registration. (9 responses)

All 9 contractors (100%) do not have a parent or subsidiary company.

2. Question: Does your company operate in other countries? If so, please list the countries. (9
responses)

None of the 9 contractors (100%) operate in countries outside of Kiribati.

Size of Operation

3. Question: What is your average annual construction turnover over the last five years? (8 responses)

4 For more information see https://www.president.gov.ki/images/Gazettes/Business Names Act 2021.pdf
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Average Annual Construction
Turnover (USD)

Less Than $50K
S50K — $100K
$100K — $200K
$200K — $300K
$300K — $500K
More Than S500K

Number of Contractors

O ||, |O(FL,r WU

Total 8

Table I. Survey Response — Average Annual Construction Turnover Over the Last Five Years

Of the respondent contractors, 5 (63%) reported an AAT of less than $50K over the last five years.
Additionally, 1 contractor (13%) had an AAT in each of the following ranges: $50K-$S100K, $200K-S300K,
and $300K-$500K.

Contractor Experience

4. Question: Has your company previously bid on a contract financed by the World Bank, Asian
Development Bank, or international donor? (6 responses)

2 contractors (33%) indicated that they have previously bid on a contract financed by the World Bank,
Asian Development Bank, or other international donors while 4 contractors (67%) have not.

5. Question: Has your company previously received a contract award from the World Bank, Asian
Development Bank, or international donor? (6 responses)

2 contractors (33%) indicated that they have received a contract award from the World Bank, Asian
Development Bank, or other international donors while 4 contractors (67%) have not.

6. Question: Please select the largest barriers you face in participating in tenders. (Check all that apply)
(6 responses)

Bid Qualification Requiremenis

100%

Complexity of Bid Documents

67'%

Barriers

Purchasing Insurnce [ o~

Imporiing Equipment and Maternials

————

Relevant Contract Experience - 17%

=
-
Py
&
o

5 6 T

Count of Responses

Figure I. Survey Response — Largest Barriers that Contractors Faced in Participating in Tenders
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All 6 contractors (100%) identified “Bid qualification requirements” as the largest barrier they face in
participating in tenders. 4 contractors (67%) identified "Complexity of bid documents" as a significant
barrier while 3 contractors (50%) identified “Purchasing insurance” and “Importing equipment and
materials” as barriers. 2 contractors identified “Access to finance” as a barrier. A single contractor (17%)
indicated that “Relevant contract experience” was a significant barrier.

7. Question: In which sectors does your company have experience? (Check all that apply) (6 responses)

Uiban Renevl [ 5>~

o
8 Other NG -
o
®
water Wasiowatr [ -+
—
Transport [N >
[1] 1 2 3 4 5

Count of Responses

Figure Il. Survey Response — Contractor Experience by Sector

The survey asked about the sectors in which contractors have experience. Responses were as follows:
67% - Multi-Sector, 50% - Urban Renewal, 33% - Other, 33% - Water/Wastewater, 17% - Energy, and 17%
- Transport. Contractors specified experience in "Other" sectors, which are Building Construction (1
response) and Seawall Construction (2 responses).

Environmental, Social, and Economic Stability

8. Question: Does your company have experience completing a Contractor Environmental and Social
Management Plan (CESMP) for civil works contracts? (5 responses)

All 5 contractors (100%) have experience completing a CESMP for civil works contracts.

9. Question: Do you consider environmental sustainability when selecting materials used in your
construction projects? (5 responses)

4 contractors (80%) consider environmental sustainability when selecting materials for construction
projects, while 1 contractor (20%) does not currently consider environmental sustainability but foresees
using environmentally sustainable materials in the future.

10. Question: Has your business hired women on your recent construction projects? (5 responses)

3 contractors (60%) have hired women on their recent construction projects, while 2 contractors (40%)
responded that they have not hired women.

11. Question: Has your business hired youth (18 to 25) on your recent construction projects? (5
responses)

10



- Republic of Kiribati Domestic Construction Contractor Market Analysis

All the respondents (100%) have hired youth (aged 18 to 25) on their recent construction projects.

12. Question: Has your business provided any facilities or training to better enable women or
disadvantaged groups to participate in construction projects? (4 responses)

2 contractors (40%) have provided facilities or training to better enable women to participate in
construction projects, while 3 contractors (60%) have not provided such facilities or training.

In conclusion, the findings from this section of the survey highlight several positive aspects regarding the
contractors’ approach to environmental, social, and economic sustainability. All respondent contractors
indicated that they have experience completing a CESMP for civil works contracts. While the survey did
not request a copy of the CESMPs or verify their submission and quality, this response indicates a
substantial awareness of this important topic among the surveyed contractors. Moreover, 80% of the
contractors consider environmental sustainability when selecting materials for construction projects, with
20% foreseeing the use of environmentally sustainable materials in the future. This demonstrates a
growing awareness and willingness among contractors to prioritize environmental considerations in their
construction practices.

In terms of workforce, the survey highlights positive efforts towards gender and youth inclusion. 60% of
respondent contractors have hired women on their recent construction projects, while all respondents
have hired youth aged 18 to 25 on their recent projects, showcasing an inclusive approach towards
empowering young individuals in the workforce.

However, there is room for improvement in providing facilities and training to promote greater
participation of women and disadvantaged groups in construction projects. Only 40% of the contractors
have provided such facilities or training.

Workforce Information

5 of the respondent contractors provided information on their personnel. Below is the distribution by
gender and workforce category:

ven I
Women - 8%

0 20 40 60 80 100 120
Number of Personnel
Figure lll. Survey Response — Distribution of Contractor Personnel by Gender
The data indicates that the majority of personnel in the given group are men, accounting for 92% of the
total personnel. Women make up 8% of the total personnel. This indicates a gender imbalance within the

workforce, with men being significantly overrepresented. Additionally, the gender distribution across
different categories of personnel was provided as shown in the figures below.

11
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ven I -
wemen [N 2%

0 3 & 9 12 15

Number of Personnel

Figure IV. Survey Response — Distribution of Contractor Supervisory Personnel by Gender

ven I -

Women - 8%

] 10 20 30 40 50 60
Number of Personnel

Figure V. Survey Response — Distribution of Contractor Skilled Personnel by Gender

ver I -~

Women - 8%

0 19 30 45 60 5 90

Number of Personnel

Figure VI. Survey Response — Distribution of Contractor Labor (Unskilled) Personnel by Gender

Looking at the gender distribution across different categories of personnel, the following observations
were made.

e Supervisory Personnel: 88% of supervisory personnel are men, while 12% are women. This
indicates a clear underrepresentation of women in leadership and supervisory roles within the
construction sector.

o Skilled Personnel: 94% of the skilled personnel are men, whereas only 6% are women. This
highlights a considerable lack of female representation in skilled positions.

o Labor (Unskilled) Personnel: The data shows that among the contractors that provided
information, 94% of the labor personnel are men, while 6% are women. This further reinforces
the gender disparity prevalent in manual work roles within the industry.

Overall, the findings underscore the need for targeted efforts and initiatives to address the gender
imbalance in the construction workforce.

12
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Topic: Insurance Requirements

13. Question: On a scale of 1-5 (1 = can’t access, 5 = very easy to access), what difficulty does your firm
have in accessing insurance for construction projects your firm is otherwise qualified to bid for?
Please specify the type of insurance coverage. (5 responses)

According to the feedback received from the respondent contractors, two contractors (40%) consider
obtaining insurance to be easy to access. One contractor (20%) considers obtaining insurance difficult to
access while 2 contractors (40%) deemed the question not applicable. Out of the surveyed contractors,
three of them specified the particular insurance requirements included in their contracts, which include
general workers compensation, public liability, contractor's all-risk, and indemnity liability coverage.
Among these requirements, worker's compensation and contractor’s all-risk were each mentioned by two
contractors.

5 -Very Easy to Access 0%

4-Ensytonccess |
3 - Dificuk to Access [ NG %

2 - Moderately Difficult to Access 0%

Access to Insurance

1-Can'tAccess 0%

o I
0 1 2 3
Count of Responses
Figure VII. Survey Response — Contractor Access to Insurance
14. Question: Arrange the following items in descending order based on how much they negatively
impact your ability to access insurance on your projects: (i) insurance amounts requested, (ii)

permitted deductibles, (iii) insurers exclusions, (iv) willingness of insurers to provide coverage, (v)
presence of insurers in my country, (vi) other (specify below) (5 responses)

The table below captures the number of respondents that provided each rating. A lower score indicates a
greater impact of each item.

13
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Total
Responses
Insurance Amounts Requested 1 0 0 0 1 2 3 4
Permitted Deductibles 0 1 2 0 0 2 2.7
Insurance Exclusions 0 1 0 1 0 2 3 4

Willingness of Insurers to
Provide Coverage

Presence of Insurers in Country
of Operations

Table Il. Survey Response — Items That Negatively Impact Insurance

Overall, the analysis reveals that the willingness of insurers to provide coverage is the most crucial factor
affecting contractors' ability to access insurance for their projects. Contractors also face challenges with
insurance amounts requested, insurance exclusions, and presence of insurers in country of operations.
Permitted deductibles is reported as having a lesser negative impact. These insights can help contractors
focus on addressing the most critical issues to improve their access to insurance.

3> Does not include Not Applicable responses

14
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6 Construction Contractor Market Capability and Data Analysis

6.1 Construction Market Capability and Organization

AAT provides a reliable measure of a contractor's financial capacity and ability to handle projects of
different sizes and complexities. By categorizing contractors based on their AAT, IAs can assess whether a
contractor has the financial resources to take on specific contracts. The table below shows the number of
contractors for each AAT range. These contractors have been identified from the ADB and World Bank
datasets, and results of the survey. It is important to note that the AAT of contractors that did not
participate in the survey was calculated based on the year with the highest total value of contracts
awarded from 2018 — 2022 per the World Bank and ADB datasets. Eight survey respondents provided
their AAT, which is presented in the table. Overall, it is noteworthy that only one contractor has an AAT
within the $300K to S500K range while six contractors have an AAT of less than $50K.

Number of Contractors — AAT Number of Contractors — AAT

Based on Survey Response Based on World Bank/ADB Data Total

Less Than $S50K 5 1 6
S50K — $100K 1 0 1
$100K — $200K 0 0 0
$200K — $300K 1 1 2
S300K — $500K 1 0 1
More Than $500K 0 0 0

Total 8 2 10

Table I1l. Number of Kiribati Contractors by AAT Range

The table below provides data on the distribution of contractors based on their AAT and the type of works
they are engaged in from 2018 — 2022. The types of works considered are energy-related, building
construction (urban), road construction, water and sanitation, and maritime (port/wharf).

AAT
TN g S S g e
Energy-Related 1 0 0 0 0 0 1
Building Construction (Urban) 3 0 1 0 1 0 5
Road Construction 1 0 0 0 0 0 1
Water and Sanitation 0 0 0 1 0 0 1
Maritime (Port / Wharf) 0 0 0 0 0 0 0

Table IV. Number of Kiribati Construction Contractors by Type of Works and AAT Range

The analysis reveals that building construction is the most prevalent type of works among the contractors,
with five contractors engaging in these activities. In summary:

e Energy-Related: There is only one contractor that performed this type of works, and it has an AAT
below $50K.

e Building Construction: Five contractors were involved in building construction. Among these,
three contractors have an AAT below $50K, one contractor has an AAT falling within the $100K to
$200K range, and one contractor falls within the S300K to $500K range.
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e Road Construction: There is only one contractor that performed this type of works, and it has an
AAT below S50K.

e  Water and Sanitation: There is only one contractor that performed this type of works, and it has
an AAT that falls within the $200K to $300K range.

e Maritime (Port / Wharf): There were no contractors that performed this type of work during the
stated period.

6.2 Estimated Construction Market Capacity

While the KV20 does not outline the funding allocation for specific projects, the KDP provides limited
insight into the financial landscape of Kiribati. According to the KDP, $900 million was earmarked in 2019
for government projects. Among these, $600 million worth of projects will be financed through
development partners, and $300 million by the government of Kiribati (Government of Kiribati 2021). An
assumption can be made that a similar level of spending on government projects will occur in future years
following a slowdown in spending during the COVID-19 pandemic.

For the 5-year period of 2018 — 2020, the World Bank and ADB have funded a limited number of
infrastructure projects within Kiribati. The table below shows the distribution of value of contracts
between local and foreign contractors:

Total Value  Awarded to Local Awarded to Foreign

Funding Source (SM) Contractors (SM) Contractors (SM)
World Bank-funded contracts® 21 0.1 2.0
ADB-funded contracts’ 27.3 0.2 27.1
Total ADB and WB 29.4 0.3 29.1
Percentage of Total 1% 99%

Table V. Distribution of ADB- and World Bank-funded Contracts in Kiribati from 2018 — 2022

Based on the local contractors' experience, particularly their experience in World Bank and ADB contracts
over the past five years where local contractors received only 1% of the total contracts issued for works
in Kiribati during the said period, the country’s infrastructure development will rely heavily on
international contractors. It is important to acknowledge that this calculation is solely based on World
Bank- and ADB-funded contracts and may not accurately reflect the local contractors' actual financial and
technical capacity, which could potentially be higher. It is important for the government and relevant
stakeholders to identify actions that may enhance the participation of local contractors, such as capacity
building, access to financing, and streamlined procurement processes, to promote the development of a
robust and competitive local construction industry.

The table below provides an overview of contracts and their total values (in millions of dollars) for various
types of works, categorized by different funding sources. The funding sources include the World Bank,
ADB, the government, other DPs, and the private sector.®

% Source: World Bank Systematic Tracking of Exchanges in Procurement (STEP). See Annex | for more information.
7 Source: ADB Operational Procurement Statistics Dashboard (ProcDash). See Annex | for more information.
8 Source: Survey results and ADB and World Bank datasets
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ADB World Bank Government Other DPs® Private Sector Total
# jesl # of # of el # of Value
Value Value alue alue Value
Contracts Contracts Contracts Contracts Contracts Contracts  ($M)
(sm) ($m)
Energy-
Related 1 0.1 1 0.1
Building
Construction - - 1 0.1 2 0.3 3 0.2 - - 6 0.6
(Urban)
Road
Construction ! 01 ! 01
Water and
Sanitation ! 02 - - - ! 0.2
Maritime
(Port / Wharf)
Total 1 0.2 1 0.1 2 0.3 4 0.3 1 0.1 9 1.0

Table VI. Contractor Award Details from 2018 — 2022 by Type of Works and Funding Source

In summary:
e Energy-Related: Only one low value contract was identified for energy-related works.

e Building Construction: Six contractors were involved in building construction with contracts
averaging $0.1 million in value.

e Road Construction: Only one low value contract was identified for road construction works.
e Water and Sanitation: Only one low value contract was identified for water and sanitation works.

e Maritime (Port / Wharf): There were no identified contractors that performed this type of work
during the stated period.

9 Other DPs includes Australia’s Department of Foreign Affairs and Trade (DFAT) and the governments of New Zealand and
China
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7 Conclusions and Recommendations

The analysis highlights the significance of AAT as a reliable measure of a contractor's financial capacity in
the absence of information on the contractor’s financial resources. The analysis indicates that 60% of the
contractors have an AAT of less than $50K while the contractor with the highest AAT has an AAT that falls
in the range of $300 to $500K.

According to the KDP, $900 million was earmarked in 2019 for government projects. Among these, $600
million worth of projects will be financed through development partners, and $300 million by the
government of Kiribati (Government of Kiribati 2021). An assumption can be made that a similar level of
spending on government projects will occur in future years following a slowdown in spending during the
COVID-19 pandemic.

The distribution of ADB- and World Bank-funded contracts from 2018 to 2022 indicates that local
contractors received only 1% ($0.3 million) of the total $29.4 million contracts issued during that period,
which suggests that there will continue to be a reliance on international contractors for future
infrastructure development.

Regarding contractor experience, a limited number (33%) of contractors that were surveyed have
previously bid on contracts financed by international donors, but few have received contract awards from
these sources. The largest barriers faced in participating in tenders include bid qualification requirements,
complexity of bid documents, purchasing insurance, and importing equipment and materials.

In terms of environmental and social considerations, the survey reveals a positive trend in contractors'
awareness and willingness to prioritize environmental sustainability in material selection and workforce
inclusion. However, efforts to promote the participation of women and disadvantaged groups in the
construction industry still need improvement. The analysis of insurance access highlights that permitted
deductibles poses the most significant challenge for contractors, followed by willingness of insurers to
provide coverage.

The market analysis highlights several risks associated with the Kiribati construction contractor market as
presented in the table below.

# Risk Mitigation

Possible project delays or failures could arise if 1As
package contracts, particularly those not likely to
attract international bidders, without adequately
considering the capacity of local contractors. On
the other hand, if the AAT requirement is lowered
solely to match the local contractor's capacity, with
less regard for the financial requirements of the
contract, there is a risk of contractors facing
financial difficulties during contract
implementation, potentially leading to delays or
even project failure.

To foster healthy competition and encourage local
contractor participation, contract packages should
consider the AAT of local contractors in projects
where international contractors are not expected to
participate. IAs should ensure that the AAT
requirement in the bidding documents is aligned
with the contract’s financial requirements.

To address the risk of possible project delays or

failures arising from the mentioned risks, the

following mitigation measures can be implemented:

e  Encourage partnerships or joint ventures
between local contractors and larger
contractors with more experience or
resources. This collaboration can help local
contractors enhance their capabilities and
mitigate potential risks.
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e  Structure payment terms in a way that eases
the financial burden on local contractors,
especially during the initial stages of the
project when costs might be higher.

The limited number of qualified local contractors To address the risk of limited competition and its
poses a risk of poor competition, potentially potential negative effects, including higher prices,
resulting in higher pricing. Among the contractors the following measures can be implemented:
that were surveyed and responded, 60% have an e  Where feasible, split large contracts into
AAT below $50K. smaller packages that align with the AAT of

local contractors based on type of construction
works, enabling more local contractors to
participate.

e Engage actively with local contractors to
increase their awareness of upcoming projects
and contract opportunities. This can be
achieved through various initiatives, such as

2. conducting market outreach programs and
regularly publishing annual procurement plans.
By keeping local contractors informed, they
can better prepare and participate in the
bidding process, which may lead to increased
competition.

e  Promote collaborations and partnerships
among local contractors to combine their
resources and expertise.

e  Reassess the AAT requirements to strike a
balance between ensuring project quality and
allowing more qualified local contractors to

participate.
Bid qualification requirements and the intricacies e Simplify the procurement process by using
of bidding documents could discourage local simpler request for quotation/proposal
contractors from participating in tenders or result documents for contracts where the desired
3 in misunderstandings concerning the stipulated participants are local contractors.
" | requirements in the bidding and contract e Organize trainings/workshops to acquaint local
documents. contractors with the intricacies and
requirements of the bidding/request for
proposal documents.
Permitted deductibles and willingness of insurers e Capacity within the insurance market should
to provide coverage limit the number of be examined and providers should be
4. | contractors who are eligible to bid on certain developed or new providers introduced to
projects. effectively service the small number of local
contractors.

Table VII. Risks and Mitigation Actions for the Kiribati Construction Contractor Market
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ANNEX I: Market Analysis Methodology

The market analysis of Kiribati’s domestic construction industry drew upon several datasets and sources
of information, including:

1. World Bank Systematic Tracking of Exchanges in Procurement (STEP):!® The STEP platform
provided valuable data for tracking procurement activities and exchanges within Kiribati's
construction industry from 2018 — 2022.

2. Asian Development Bank (ADB) Operational Procurement Statistics Dashboard (ProcDash):!* The
ProcDash tool offered insights and statistics related to procurement operations in Kiribati from

2018 —2022.

3. Kiribati 20-Year Vision (KV20):'? The KV20 is Kiribati’s long term development plan for the period
2016 —2036.

4. Kiribati Development Plan 2020-2023 (KDP):!® The KDP is the implementing mechanism for the
KV20.

5. World Bank Kiribati Construction Contractor Survey: This survey collected data on Kiribati's
construction contractors. The survey provided crucial information on the current state of the
industry and the experiences and challenges faced by contractors. The results of the survey are
captured in section 5 of this report.

After conducting a rapid desk review of the above sources, 30 local contractors were identified for
inclusion in the market analysis. Of these local contractors, an electronic survey was sent to 21 contractors
that were identified through desk research and outreach where 9 responded. The survey assessed factors
such as average annual construction turnover, experience, and resources to evaluate the suitability of
contractors for different projects.

To assess a contractor’s capacity and capability, it is important to review their latest financial statements
and construction experience but accessing recent financial records is not always possible. To expand the
list of local contractors for the market analysis, an additional two contractors from the World Bank and
ADB datasets were included. Their AAT was calculated based on the contract values found in these
datasets.' It is worth noting that the AAT for the two local contractors found in the ADB and World Bank
datasets that did not responded to the survey may differ if they had participated in the survey. Further,
the calculated AAT may not necessarily reflect the contractors’ actual financial capacity. It is possible for
a contractor to have higher financial capability than suggested by their past construction experience
alone.

It is important to note that the size of the market in Kiribati is determined by the number and scale of
available contracts. This may not necessarily reflect the financial capacity of contractors. It is possible for
a contractor to have higher financial capability than what their past construction experience suggests.

10 For more information see https://step.worldbank.org

1 For more information see https://data.adb.org/dashboard/operational-procurement-statistics-nationality

12 For more information see https://www.president.gov.ki/resources/kiribati-20-year-vision-kv20.html|

13 For more information see https://policy.asiapacificenergy.org/sites/default/files/Kiribati%20Development%20Plan%202020-
2023.pdf

14 The AAT was derived based on the value of contractor’s largest contract or total of contracts undertaken during a whole fiscal
year between 2018 and 2022 using the formula, AAT = (contract amount/no. of years of implementation) x 1.5 for contracts of
S1 million and above, or 1.2 for contracts below $1 million
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ANNEX Il: Kiribati Public Procurement System

Rules and regulations concerning government contracts are described in the Public Procurement
Regulations, ¥ which are in accordance with the PPA.Y® Open competitive bidding is the default
procurement method while prequalification is optional. Other alternative methods can only be applied in
exceptional cases. Methods under exceptional cases are (i) limited competitive bidding, where only those
invited by the procuring entity or implementing agency are eligible to be evaluated, and (ii) single source
procedure in cases of a single source of supply, services, or works, extremely urgent or critical situations,
protection of national safety and security, additional orders, and “exceptionally advantageous temporary
conditions.”

Procurement activities are conducted in a decentralized manner within the respective procuring entities
and with assistance from the Central Procurement Unit. Nevertheless, the process of awarding contracts
for high-value procurement (those that amount to AUD 50,000 (approximately $32,000) and higher)
involved a review and subsequent endorsement by the Central Contract Award Board. Within each
procuring entity, a dedicated Contract Award Committee is established. This committee assumes the
responsibility of assessing and endorsing contracts falling within the range of medium-value procurement,
which is from AUD 10,000 to AUD 49,999 (equivalent to $6,400 to $32,000).

Procurement contracts categorized as low-value pertain to contracts with an estimated value ranging
from AUD 1,000 to AUD 9,999. Very-low value procurements are those with a contract value that falls
below the threshold of AUD 1,000. These two categories adopt a simplified procedure similar to shopping.
The execution of very-low and low-value procurement activities is exclusively overseen by the procuring
entity itself, without the need for review or endorsement by the Central Contract Award Board or the
Contract Award Committee of the implementing agency.

Public Procurement Agency
The following entities play key roles in the public procurement structure of Kiribati:

1. Ministry of Finance and Economic Development (MFED): MFED promulgates regulations and
works to fulfill the objectives and carry out the provisions of the PPA.

2. Office of Attorney General: The Office of Attorney General in responsible for the promulgation of
the PPA’s legal framework. The office also approves standard contract templates including
modifications and deviations.

3. Central Procurement Unit (CPU): CPU provides operational support to procuring entities in
implementing public procurement. It operates under MFED and is headed by the Chief
Procurement Officer. The CPU does not engage in the execution of any public procurement
activities, except in cases of procurements carried out for MFED and for the establishment of
framework agreements.

4. Procuring Entities: Each procuring entity is responsible for the execution of all public procurement
under its jurisdiction, with the CPU providing support.

5. Evaluation Committee: The Evaluation Committee is responsible in evaluating bids and preparing
bid evaluation reports for medium- and high-value contracts. The Public Procurement Regulations
do not indicate the number of members of the Evaluation Committee, but describes the
qualifications of members. Members must possess adequate expertise in the field of public

15 For more information see
https://www.procurement.gov.ki/attached files/Signed%20Public%20Procurement%20Regulation%202020.pdf

16 For more information see https://www.procurement.gov.ki/attached files/ProcuremenatAct%202019.pdf
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procurement to make informed judgments about the suitability of proposals based on the
requirements of the bidding documents. Its composition might include technical experts who
formulated the specification or terms of reference, the project or contract manager, and
occasionally end-users, depending on the context of the public procurement. If necessary, the
committee may invite external technical specialists as resource persons but they will not
participate in scoring. Moreover, the committee must possess an understanding of the Public
Procurement Regulations, which can be achieved by including either the Procuring Officer from
the procuring entity or a Procurement Officer from the CPU.

6. Central Contract Award Board (CCAB): CCAB serves as the permanent entity responsible for the
review and approval award decisions for high-value procurements or framework agreements. The
CCAB is composed of the Secretary of MFED as Chairperson, the Chief Procurement Officer of
CPU, a representative of the Office of Attorney General, a representative of MFED’s National
Economic Planning Office, a representative of the procuring entity, a representative from the
Ministry of Commerce, Industry, and Cooperatives (MCIC), and a representative of the Public
Service Office.

7. Contract Award Committee (CAC): The CAC, which operates within each procuring entity, is
responsible for the evaluation and determination of award decisions related to contracts of
medium-value procurement or framework agreements. The CAC is composed of at least the
following members: A Procurement Officer from CPU, at least two representatives from the
procuring entity, the Procuring Officer of the procuring entity, a representative of MCIC, and a
representative of the Public Service Office.

8. Procurement Complaints Board (PCB): The PCB is the appeals body that reviews and addresses
complaints lodged by bidders.

These entities contribute to the proper functioning of the public procurement process in Kiribati, ensuring
compliance and transparency throughout the procurement cycle.

e-Procurement Practices

Kiribati does not have its own e-procurement portal. Business opportunities for infrastructure projects
are advertised on the website of the procuring agency. MFED is the only government agency that utilizes
the Tenderlink portal®’ for advertisement and receipt of tenders for high-value procurement. Tenderlink,
a Software-as-a-Service (SaaS) platform, is operated by lllion Tenderlink Ltd. based in New Zealand.

17 For more information see https://portal.tenderlink.com/kiribatimofaed/login?ReturnUrl=%2Fkiribatimofaed
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ANNEX Ill: AAT Range Limits

The PICs are divided into three groups (A, B, and C) based on their contract profile in World Bank and ADB
datasets.

e ET Number of Largest Contract Value Median Contract e
Contractors (Sm) Value (SM)
Fiji 36 17.00 1.40 A
Kiribati 4 0.17 0.01 C
Palau 9 0.40 0.17 C
Papua New Guinea 293 50.00 0.50 A
Samoa 13 0.70 0.18 B
Solomon Islands 17 4.00 0.10 B
Tonga 8 1.90 0.20 B
Vanuatu 29 11.6 0.29 B

There is no available World Bank or ADB data for Tuvalu, Marshall Islands, and Federated States of
Micronesia. These countries will be included in Group C.

Range Limits for AAT

AAT serves as a qualification requirement for bidders and is calculated by dividing the estimated value of
the contract by the construction period in years, then multiplying it by a multiplier of 2 or 1.5 for large
contracts. In the case of small Pacific countries involved in World Bank-funded projects, the multiplier is
set at 1.2 for contracts of small value, while contracts valued at $1 million and above have a multiplier of
1.5.18 The set of AAT ranges considered the median value for each group of countries. The resulting group
AAT ranges are contained in the tables below.

Group A (Fiji and Papua New Guinea)

Average Annual Turnover (AAT) Ranges

Less Than $100K
$100k — $500K
S500K — S1M
SIM - $2M
$2M — $4M
More Than $4M

Group B (Samoa,

18 Multipliers are determined on a case by case basis; this multiplier was agreed to in discussion with World Bank personnel
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Solomon Islands, Tonga, and Vanuatu)

Average Annual Turnover (AAT) Ranges

Less Than $100K
$100k — $300K
$300K — $500K

S500K — S1IM
S1IM-S$2M
Greater Than $2M

Group C (Kiribati, Palau, Tuvalu, Marshal Islands, and Federated States of Micronesia)

Average Annual Turnover (AAT) Ranges

Less Than S50K
S50k — $100K
$100K — $200K
$200K — $300K
$300K — S500K
Greater Than $500K
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ANNEX IV: List of Local Construction Contractors

N/A = Not Available

Contact Mobile

Person Title

Year of Business Address Contact Person

Registration

Company Registered
Name

Company
Organizational

Structure (e.g.

LLC, Sole

Proprietorship)

1 B-O-ONE Construction N/A N/A N/A N/A N/A N/A N/A N/A

Bonecontract N/A 2016 Banraeaba Tarawa Tokoriri E/Ioanrfgzcetr N/A 6867301032 bonecontract@gmail.com
3 ff;tra' Pacific Services N/A N/A TARAWA, KIRIBATI N/A N/A N/A N/A N/A
4 Eniita Construction N/A N/A N/A N/A N/A N/A N/A N/A
5 Enita Construction N/A N/A N/A N/A N/A N/A N/A N/A

Fast Deliver and Sole . . Director of 686 686 lotokahenry@gmail/
6 Maintenance Services Proprietorship 2018 Betio, Tarawa,kiribati Henry kaake operation 73027523 | 73027523 iotokahenry48@gmail.com
7 Frank Tiaeki N/A N/A N/A N/A N/A N/A N/A N/A
8 Hi-Tek Construction N/A N/A TARAWA, KIRIBATI N/A N/A N/A N/A N/A
9 K2 Construction N/A N/A N/A N/A N/A N/A N/A N/A

Kateibwi Landscape &
10 Construction Services N/A N/A N/A N/A N/A N/A N/A N/A

. ) - 1 TERAWABOBO RD BETIO
11 | KING Holdings LTD Private Limited 2017 TARAWA KIRIBATI N/A N/A N/A N/A N/A
. . BAIRIKI, Tarawa, Kiribati (Gilbert
12 | Kiribati R n J Construction N/A N/A Islands, Kiribati) N/A N/A N/A N/A N/A
. R NAWEREWERE, Tarawa, Kiribati
13 | Leading BUILD Kiribati N/A N/A (Gilbert Islands, Kiribati) N/A N/A N/A N/A N/A
14 | Lifetime Sole . . 2014 Machine gun Point, Takoronga Rouatu Tekiree Owner 73024684 | 73024684 rouatutamuera@gmail.com
Proprietorship

Marys and Sons Services
15 Construction N/A N/A N/A N/A N/A N/A N/A N/A
16 | Matatia Construction N/A N/A N/A N/A N/A N/A N/A N/A

Otaniti Construction ) . . . Managing 686 686 bannykataotao@gmail.com;
17 | Enterprises Partnership 2020 Antenon Neaina Teiwaki | po o 0 73028540 | 73028540 nteiwaki@gmail.com

. . Sole Abarao Main Street, Tarawa, . . 686 686 . . .

18 | Pintech Services Proprietorship 1988 Kiribati Pinto Katia CEO 75228854 | 72028854 pkatia@pintech.ki
19 | Runway Construction N/A N/A N/A N/A N/A N/A N/A N/A
20 | Siato Contract N/A N/A N/A N/A N/A N/A N/A N/A
21 | SJ Construction N/A N/A N/A N/A N/A N/A N/A N/A
22 | Squaretine Construction N/A N/A N/A N/A N/A N/A N/A N/A
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23 | Sunlight Construction N/A N/A N/A N/A N/A N/A N/A N/A
Sole Tirotaamteeti, Takoronga, N Operation +686 .
24 | Taka Contractor Proprietorship 2020 Betio, Tarawa, Kiribati Takakia. Titaake Manager 73042253 saanataka@gmail.com
TE KAWA AE BOOU OWNER . .
25 CONSTRUCTION N/A 2011 TE KAWAI AE BOOU, BONRIKI N/A (CEO) N/A 73013344 teatautekaie55@gmail.com
26 | Tenoa lakoba N/A N/A N/A N/A N/A N/A N/A N/A
27 | TRB Contractor N/A N/A N/A N/A N/A N/A N/A N/A
. Sole Santo Kabiriera, Temakin, Betio, Director of 686 686 .
28 | Uetaake Construction Proprietorship 2005 Tarawa, Kiribati. Betero Taremon Operations 73027689 | 73027689 taremonb@gmail.com
29 | Waintau Contract N/A N/A N/A N/A N/A N/A N/A N/A
ZAC's Construction Sole , ) . Banririe Benati 68673059 | 6867202766 - .
30 Services Proprietorship 2018 ZAC's office, Eita, Tarawa Nenebwati N/A 673 0 Banririe79@gmail.com
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ANNEX V: Construction Contractor Average Annual Turnover

Average Annual Turnover Over the Last Five Years (2018-2022)

Contractor Registered Name ‘ <S$50K $50K-$100K $100K-$200K ~ $200K-$300K ~ $300K-$500K >$500K

Survey Respondents
1 Fast Deliver and Maintenance Services v
2 Lifetime v
3 Otaniti Construction Enterprises v
4 Pintech Services 4
5 Taka Contractor 4
6 TE KAWA AE BOOU CONSTRUCTION v
7 Uetaake Construction v
8 ZAC's Construction Services v
AAT Based on Contract Awards in World Bank and ADB Datasets (2018 — 2022)
9 Hi-Tek Construction 4
10 K2 Construction v
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ANNEX VI: World Bank-Funded Contracts With National Contractors, 2018 — 2022

Project ID Agency Name Contract Description Contract Sign Date  Contract Amount ($) Contractor Name
Ministry of Fisheries and Marine
Resource Development

P165821 PROP Office Minor Construction - KPF Complex Flat 2021-06-30 9,224 K2 CONSTRUCTION
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ANNEX VII: ADB-Funded Contracts with National Contractors, 2018 — 2022

Loan/Grant

Contractor Name Subsector

Contract ABD-Financed Amount

Contract Description Executing Agency

Project Title

Approval No.
Water and other
urban infrastructure
and services

HI-TEK CONSTRUCTIONS,
BAIRIKI

Urban

387 o
sanitation

Date ($ million)
SOUTH TARAWA SANITATION
IMPROVEMENT SECTOR
PROJECT-ADDL FINANCING

CONSTRUCTION OF ONSITE |Ministry of Finance and

4/20/18 SANITATION SUBPROJECT  |Economic Development

168,182
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