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Introduction

Nauru, the world’s smallest island nation, is an intriguing yet often overlooked
destination for entrepreneurs seeking emerging market opportunities. With its unique
blend of natural resources, strategic location in the Pacific, and a developing economic
landscape, Nauru presents a business environment distinctly different from those
found elsewhere. Unlike many generic business guides, “Doing Business in Nauru: A
Comprehensive Guide For Prospective Entrepreneurs” focuses intently on the realities,
challenges, and opportunities unique to this island country.

For much of its history, Nauru relied almost exclusively on phosphate mining, a
resource that once elevated the country to one of the world’s highest per capita
income levels. However, with the exhaustion of major phosphate reserves, the
economy has faced significant challenges, spurring a government-led drive to diversify
into new sectors such as fisheries, tourism, renewable energy, and digital services.
This period of transformation has generated both obstacles and unique investment
opportunities that require a nuanced understanding of the Nauruan context.

Entrepreneurs contemplating a venture in Nauru must grapple with factors that set the
island apart: a small and close-knit population of around 12,000 people, a remote
geographic location, and infrastructure that is still on the path to modernization. The
government is actively working to improve the business climate—simplifying
regulations, investing in key infrastructure projects, and launching innovative
programs like the Citizenship by Investment initiative to attract foreign capital.

At the same time, doing business in Nauru means adapting to the challenges of a
narrow domestic market, high transportation costs, limited skilled labor, and a banking
system centered around a single agency with little access to lending. Importing,
exporting, and everyday operational logistics require patience, local insight, and
creative problem-solving.

This book aims to equip prospective entrepreneurs and investors with practical, Nauru-
specific guidance. From understanding the intricacies of incorporation and compliance,
to leveraging local partnerships, navigating tax regulations, and identifying viable
sectors for investment, every chapter is designed to address the realities faced on the
ground. It is not a one-size-fits-all manual, but a tailored resource for anyone
determined to make an informed business decision in this unique Pacific nation.

Ultimately, “Doing Business in Nauru” empowers readers to see beyond the challenges

to the genuine opportunities that lie ahead. By embracing thorough research, cultural
sensitivity, and strategic planning, entrepreneurs can join the growing community
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working to shape a diversified and sustainable future for Nauru, while achieving their
own business ambitions on the world’s smallest island country.
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CHAPTER ONE: Nauru at a Glance: Geography,
People, and Society

Welcome to Nauru, an island nation that redefines the term 'small'. Occupying a mere
speck in the vast Pacific Ocean, Nauru holds the distinction of being the world's
smallest island country, the smallest independent republic, and the only republic in
the world without an official capital city, though the district of Yaren is typically
regarded as the de facto centre of government operations. With a land area of just
twenty-one square kilometres (about eight square miles), you could comfortably drive
around its coastal perimeter in under an hour, traffic permitting - which, given the
limited road network, is usually not much of an issue. This diminutive size is
fundamental to understanding almost every aspect of life and business in Nauru, from
its tightly-knit community to its unique economic vulnerabilities and opportunities.

Nauru floats in Micronesia, just 42 kilometres (26 miles) south of the Equator. Its
nearest neighbour is Banaba Island in Kiribati, some 300 kilometres (186 miles) to the
east. Other relatively close neighbours include the Marshall Islands to the north and
the Solomon Islands to the southwest, though ‘close’ is a relative term in the sprawling
Pacific. Australia lies considerably further afield, approximately 4,000 kilometres
(2,500 miles) to the southwest, yet its influence - economic, political, and cultural - is
profoundly felt. This geographic isolation significantly impacts transportation costs,
supply chains, and connectivity, factors any prospective entrepreneur must weigh
heavily. Getting goods and people in and out of Nauru is neither quick nor
inexpensive, an inescapable reality rooted in its lonely placement on the blue planet.

Geologically, Nauru is a raised coral atoll perched atop an extinct volcanic seamount
rising from the ocean floor. Its structure consists of a narrow coastal belt, ranging from
150 to 300 metres wide, encircling a central plateau. This fertile coastal strip is where
the majority of Nauruans live and where most infrastructure, including the airport
runway and government buildings, is concentrated. The land gently rises from the
coast to form low coral cliffs, which then give way to the central plateau, known locally
as 'Topside'. This plateau, historically rich in high-grade phosphate deposits formed
from millennia of bird droppings reacting with the coral limestone, dominates the
island's interior. Decades of intensive mining have left much of Topside a stark,
scarred landscape of towering limestone pinnacles, presenting significant challenges
for land rehabilitation and future development.

The climate is classically tropical maritime: hot, humid, and often wet. Temperatures

hover consistently around 27-30 degrees Celsius (81-86 degrees Fahrenheit) year-
round, moderated slightly by sea breezes along the coast. Humidity levels are high,
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making the heat feel more intense. Nauru experiences distinct wet and dry seasons,
though rainfall patterns can be highly variable. The monsoon season typically runs
from November to February, bringing heavier rainfall and occasional westerly winds.
The rest of the year tends to be drier, dominated by easterly trade winds. However,
Nauru's weather is significantly influenced by the El Nifilo-Southern Oscillation (ENSO)
cycle. El Nifilo events often bring prolonged and severe droughts, critically impacting
freshwater supplies, while La Nifia periods can result in excessive rainfall and stronger
winds. Understanding these cyclical weather patterns is crucial, particularly for
businesses reliant on consistent water resources or vulnerable to weather disruptions.

Beyond the now-depleted primary phosphate reserves, Nauru's most significant
natural resource lies beneath the waves. The nation commands a substantial Exclusive
Economic Zone (EEZ) spanning over 300,000 square kilometres of the Pacific Ocean.
This marine territory is rich in fish stocks, particularly tuna, making fishing license fees
a vital source of government revenue. The potential for developing onshore fisheries
infrastructure, such as processing plants, remains a key area of interest for economic
diversification, directly leveraging this vast marine wealth. However, the very
geography that defines Nauru also makes it exceptionally vulnerable to the impacts of
global climate change. Sea-level rise poses an existential threat to the low-lying
coastal belt where most people live. Increased storm intensity, coastal erosion, and
coral bleaching are already observable challenges. Furthermore, the reliance on
rainwater harvesting and a limited underground freshwater lens makes the island
highly susceptible to drought, exacerbated by changing rainfall patterns. These
environmental realities shape national policy and present both challenges and
opportunities, particularly in sectors like renewable energy and sustainable
infrastructure.

The human geography of Nauru is as concentrated as its physical form. The population
numbers around 12,000 inhabitants, making it one of the least populous sovereign
states globally (often vying with Tuvalu for the second-lowest spot after Vatican City).
Crammed largely onto the narrow coastal fringe, this results in a surprisingly high
population density for such a small landmass. While infrastructure is spread across
several districts, Yaren serves as the main administrative hub, hosting the Parliament
House, government offices, and the police station. The island is divided into fourteen
traditional districts, vestiges of a pre-colonial administrative system, though their
modern governmental function is limited.

Ethnically, the majority of the population are indigenous Nauruans, a distinct
Micronesian people with their own unique language and cultural heritage. Over
centuries, there has been intermingling with other Pacific Islander groups, as well as
influences from European and Asian settlers and workers. Today, alongside the
indigenous Nauruan majority, there are significant minority communities of other
Pacific Islanders (particularly from Kiribati and Tuvalu), Chinese, and a smaller number
of expatriates, often linked to specific projects, government advisory roles, or
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historically, the operations of the Regional Processing Centre (RPC). The official
language is Nauruan, a complex Micronesian language spoken by almost the entire
indigenous population. However, English is widely spoken and understood, serving as
the language of government, commerce, and higher education. Proficiency in English
is generally high, which significantly eases communication for international business
dealings. Entrepreneurs will find that conducting business in English is standard
practice.

Nauru's demographic profile features a relatively young population, with a significant
proportion under the age of 25. This youth bulge presents both potential in terms of a
future workforce and challenges regarding education and employment opportunities.
Historically, Nauruans have travelled overseas, particularly to Australia, for tertiary
education and specialised skills training, leading to a degree of 'brain drain' as some
choose not to return. Conversely, immigration has occurred in waves, primarily linked
to the phosphate industry in the past, and more recently to roles associated with the
Australian-funded RPC and various aid-funded development projects. Understanding
these population dynamics is important when considering labour availability and
market characteristics.

Life in Nauru is profoundly shaped by its small scale and island context, fostering a
society that is remarkably close-knit and community-oriented. Family ties are
paramount, extending into complex clan structures that, while less rigid than in the
past, still hold social significance. Knowing someone, or being introduced by a trusted
mutual contact, can often be more effective in business and social interactions than
formal approaches. Building personal relationships and demonstrating respect within
the community fabric are crucial for long-term success. Decisions are often made
collectively or with extensive consultation, reflecting a cultural emphasis on consensus
and avoiding direct confrontation. This can sometimes translate into slower decision-
making processes within both government and private interactions, requiring patience
and persistence from outsiders.

Religion plays a significant role in everyday life. The majority of Nauruans identify as
Christian, with the Nauru Congregational Church having the largest following,
alongside Roman Catholicism and various other Protestant denominations. Churches
are important community centres, and religious observances and holidays punctuate
the calendar. Sundays are generally observed as a day of rest, with many businesses
closed and social activities often centred around church services and family
gatherings. While Nauru is constitutionally secular, Christian values subtly influence
social norms and expectations. Modesty in dress is generally appreciated, especially
outside of resort areas or beaches. While formal business attire isn't typically required
for everyday meetings, smart casual is usually appropriate, leaning towards
conservative choices.

Understanding local customs and etiquette can smooth business interactions.
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Greetings are usually warm but reserved; a simple handshake is customary when
meeting someone for the first time. Addressing elders and those in positions of
authority with respect is important. Direct criticism or public disagreement is generally
avoided; finding indirect ways to express concerns or navigate challenging
conversations is often more effective. Gift-giving is not a standard part of initial
business protocol, but small, thoughtful gifts might be appropriate when visiting
someone's home or after establishing a stronger relationship. The concept of ‘island
time' is prevalent - punctuality is valued, but a more relaxed approach to scheduling
and deadlines is common compared to highly urbanized Western environments.
Building buffer time into schedules is often wise.

The lifestyle reflects the island environment. Leisure activities often revolve around
the ocean - fishing, swimming, and boating are popular pastimes. Community events,
church activities, and sports play a significant role in social life. Australian Rules
Football enjoys passionate support and is considered the national sport, a legacy of
historical ties with Australia. Other popular sports include weightlifting (in which Nauru
has achieved notable international success), volleyball, and basketball. These shared
activities foster strong community bonds. For the entrepreneur, participating in or
sponsoring local sports and community events can be an effective way to build
goodwill and visibility.

Nauru's education system provides primary and secondary schooling, with efforts
ongoing to improve standards and resources. Literacy rates are relatively high.
However, opportunities for specialised vocational training and higher education on the
island are limited, necessitating overseas study for many fields. This impacts the
availability of locally skilled labour in certain technical and professional areas, a factor
detailed further in the chapter on Labor Laws and Workforce Considerations. Similarly,
the healthcare system provides basic services through the Republic of Nauru Hospital,
but serious or complex medical conditions often require evacuation to Australia or Fiji.
While generally adequate for common ailments, the limitations of the health system
can be a consideration for expatriate staff and impact workforce productivity due to
health-related absences or the need for off-island treatment.

Politically, Nauru operates as a parliamentary republic based on the Westminster
system. The Parliament is unicameral, consisting of 19 members elected from multi-
member constituencies (districts) for three-year terms. The President, who serves as
both Head of State and Head of Government, is elected by and from among the
members of Parliament following a general election. Cabinet ministers are also
appointed from Parliament members. The political landscape can be dynamic,
characterized by shifting alliances and occasional periods of instability, although the
fundamental democratic structures remain intact. Understanding the key political
figures and their priorities can be beneficial, but navigating the intricacies requires
sensitivity and often local guidance. The legal system is derived from English common
law and statutes enacted by the Nauruan Parliament, supplemented by customary law
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where applicable, particularly concerning land tenure. An independent judiciary,
headed by the Supreme Court, upholds the rule of law.

This brief overview paints a picture of a nation defined by its geographic constraints
and the resilience of its people. The small size dictates the scale of the market,
influences the cost of doing business through isolation, and shapes the close-knit
social fabric. The depleted phosphate landscape underscores the urgent need for
economic diversification, while the vast EEZ offers tangible opportunities. The
vulnerability to climate change necessitates adaptive strategies and opens avenues
for sustainable investment. The English-speaking, relatively well-educated population
provides a base, though skill gaps exist. The community-focused culture requires a
relationship-driven approach to business. Understanding these interconnected
elements - the land, the sea, the people, the society, the system - is the essential first
step for any entrepreneur considering Nauru not just as a point on a map, but as a
unique place to build a future.
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