
Solomon Islands has emerged from conflict between 1999 and 2003 as
a weakly performing economy, and is one of the poorest among the Asian
Development Bank’s (ADB‘s) developing member countries in the Pacific.
The country is ranked the second lowest among all Pacific island nations in
the United Nations Human Development Index and is unlikely to meet the
majority of the internationally agreed Millennium Development Goals (MDGs)
by 2015. The poverty reduction challenges are greatly increased by a post-
conflict situation, high indebtedness, social dislocation, and fragile political
and administrative institutions.

The most pressing issues for the country include the achievement of
sustained economic growth, increased employment and income-generating
opportunities, access to basic services, and improved human and institutional
capacity. The development of these areas is expected to contribute to raising
living standards.

Relationship with ADB
Since joining ADB in 1973, Solomon Islands has received 16 loans amounting
to $79.3 million, and 56 technical assistance (TA) projects amounting to
$13.845 million. The loan and TA projects have ranged from support for
agriculture and fisheries, transportation, infrastructure rehabilitation, finance,
power, water supply and sanitation, ports, the reform of state-owned
enterprises, and institutional development of government ministries and
public agencies.

The last ADB loan was approved in 2000 to rehabilitate critical basic
infrastructure that had been damaged by the civil strife. This loan, along with
other country operations, was suspended between February 2002 and
September 2003 due to debt-servicing arrears. Country relations, however,
have normalized since. Solomon Islands is eligible for the Asian Development
Fund (ADF) grants available to countries that are very poor, heavily indebted,
or in a post-conflict situation. The 2005–2006 ADF allocation for Solomon
Islands succeeded in catalyzing substantial bilateral grant cofinancing for
the improvement of rural roads.
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Table 2. Solomon Islands:
Economic Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 620 560 560 550 …
GDP growth -4.4 -0.7 3.6 4.5 4.4

(% change per year)
CPI (% change per year) 6.9 10.2 10.0 7.1 6.9
Unemployment rate (%) … … … … …
Fiscal balance (% of GDP) -12.7 -11.0 -0.2 8.3 …
Export growth -32.0 22.6 28.9 31.2 …

(% change per year)
Import growth -11.5 -41.8 47.7 3.2 42.0

(% change per year)
Current account -11.9 -1.5 12.1 26.0 -10.8

 (% of GDP)
External debt (% of GNI) 66.1 74.7 72.0 … …

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

www.adb.org/solomonislands

Table 1. Solomon Islands:
Development Indicators

• Population 0.517 million (2005)
4.14% growth per annum
(1990–2005)

• National poverty rate Data not available

• Population living on Data not available
less than $1 a day

• Under-5 mortality rate 63 (1990)
per 1,000 live births 56 (2004)

• Adult literacy rate Data not available

• Population in 13.7% (1990)
urban areas 15.7% (2000)

• Population with 70% (2002)
access to improved
drinking water sources

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.



ADB developed a new medium-term country assistance
strategy in 2004. The strategy—guided by the Government’s
National Economic Recovery, Reform, and Development Plan
(NERRDP) 2003–2006, and ADB’s Pacific Strategy 2005–
2009—seeks to achieve rapid, pro-poor, private sector-led
economic growth, and focuses on improving transportation
infrastructure and services and the enabling business
environment. Capacity development and the promotion of
good governance are priorities. ADB assistance is provided
entirely on a grant basis and, in line with government policy,
no new lending to the country will be provided until public
finances stabilize.

The Country Strategy and Program Update 2005–2006
can be found at www.adb.org/Documents/CSPs/SOL/2004/.

Impact of Assistance
ADB’s ongoing Post-Conflict Emergency Rehabilitation Project
(PCERP) has contributed significantly to the rehabilitation of
roads and bridges on Guadalcanal and Malaita that were
damaged during the conflict. Due to the positive impact,
the scope of PCERP was significantly expanded in early 2006,
with support of Australia and New Zealand.

Closely linked to the PCERP, ADB is providing TA for
institutional strengthening of the Ministry of Infrastructure
and Development. To leverage scarce public sector resources

and promote opportunities for the private sector, the Ministry
has committed to decrease its involvement in direct
construction and maintenance of works to concentrate
on contract administration and the regulatory and policy
environments. To support this transition, a Transport Policy
and Planning Unit has been established, which is directly
involved in the preparation of a National Transport Plan.
In addition, a National Transport Fund for the maintenance
of transport infrastructure is being considered.

Recognizing the difficult, post-conflict investment
environment in Solomon Islands, ADB in 2004 and 2005
identified the major impediments to private business, and
recommended priority areas for the reform agenda. Further
assessments on the key legal problems affecting the private
sector and the difficulties of accessing credit have been widely
discussed with, and made available to, the Government,
the private sector, and development partners, with a view
to elevating discussion about reform issues and providing
the analytical foundation for future development efforts.
ADB’s country assistance program has been shaped
accordingly—ADB is currently providing support in the areas
of state-owned enterprise reform and private sector
participation, and business law reform.

In 2005, heads of government at the Pacific Islands
Forum invigorated regionalism by approving the Pacific Plan

Table 3. Solomon Islands: Cumulative ADB
Lending as of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Law, Economic Management, 2 26.0 32.8
and Public Policy

Agriculture and 4 20.2 25.5
Natural Resources

Multisector 2 10.5 13.2
Energy 2 8.9 11.2
Transport and Communications 3 8.0 10.1
Finance 2 4.0 5.0
Water Supply, Sanitation, 1 1.7 2.1

and Waste Management

TOTALa 16 79.3 100.0
a Total may not add due to rounding.



for Strengthening Regional Cooperation. ADB supports
programs under the Plan, which emphasizes regional public
goods and services. Collective management of increased
aviation safety and security requirements is a good example
of this potential. Under an ADB loan and TA grant package
totaling $1.95 million approved in 2005, ADB is helping the
Solomon Islands, Cook Islands, Fiji Islands, Kiribati, Papua New
Guinea, Samoa, and Vanuatu establish the Pacific Aviation
Safety Office to help the region meet international standards.

An $8 million grant to help improve HIV/AIDS programs
in Solomon Islands and nine other Pacific nations was also
approved in 2005.

Future Directions
Going forward, ADB’s country strategy, focusing on transport
infrastructure and business climate reform, remains highly
relevant in terms of development needs and challenges,
government priorities, division of labor among donors, and
ADB’s comparative advantage.

The creation of an enabling physical and institutional
environment in support of sustainable economic growth
remains a key challenge for Solomon Islands. ADB’s support of
transport infrastructure and related capacity building is widely
acknowledged as vital for rehabilitating the economy and
access to basic services. A road improvement project is being
prepared, in close cooperation with Australia and New
Zealand, to improve rural residents’ access to markets and
economic and social services, promote private sector-led
development, foster market formation, and facilitate domestic
and international trade and income and employment
opportunities. An initial TA to assess inter-island shipping
was conducted in late 2005, and shows the dire condition of
the sector. A detailed TA for Implementation of Interisland
Transport Reforms will begin in the first half of 2006 to assist
with legislative and regulatory reform, support to private
sector approaches, capacity building, and the design of
a tendering scheme for franchises on uneconomic routes.

The private sector development agenda is large and
complex. The challenge is to build and modernize effective
and sustainable institutions that govern business, thereby
promoting entrepreneurship, investment, productivity, and
economic growth. While progress is being made with ADB’s
assistance in rationalizing the ownership and performance
policies for state enterprises, continued focus will be required
through the medium to long term. Improving the business
law framework as well as access to finance will likewise remain
at the heart of ADB’s private sector focus.

Operational Challenges
ADB, along with other donors, is facing serious operational
challenges, as would be expected in a post-conflict country
environment. Major concerns affecting ADB’s country
operations include the weak absorptive capacities of the
public sector to deliver much-needed reform projects, and
difficulties in the political decisionmaking processes.

ADB is responding to the challenges with country
operations governed by high strategic focus, engagement and
policy dialogue with key stakeholders, and special attention
to effective capacity development. Careful risk assessment
and mitigating strategies are being applied. On its part,
the Government is developing a new development plan that
seeks to serve as a framework to address and prioritize the
development concerns and related operational challenges.

Partnership
ADB is working in close partnership with major stakeholders.
In addition to the Department of Finance and Treasury, ADB
has established a special partnership with the Ministry of
Infrastructure and Development. Private sector consultations
are a regular feature, and relationships with a fledgling civil
society are being nurtured. ADB’s country program is closely
coordinated with the Regional Assistance Mission for
Solomon Islands. Partnerships with other aid agencies,
especially the Australian Agency for International
Development (AusAID) and New Zealand’s International Aid

Table 4. Solomon Islands: Improvement in
Portfolio Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 22.1 24.8
Project loans 22.1 24.8

Implied average implementation period
for project loans (years)a 5.0 6.5

Undisbursed loan balance
($ million) 11.2 7.5

Active loans (no.) 2 1
Projects at risk—(no.)b 1 0

% of loans in portfolio 50.0 0.0

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.



Contacts
Pacific Liaison and Coordination Office
Level 18, 1 Margaret Street
(corner of Clarence and Margaret streets)
Sydney, NSW 2000, Australia
Tel +612 8270 9444
Fax +612 8270 9445
www.adb.org/PLCO

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Finance, National Reform
and Planning
GPO Box 30, Honiara, Solomon Islands
Tel +677 24102/30154/28619
Fax +677 30163/28649

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/solomonislands

Asian Development Outlook
www.adb.org/Documents/Books/ADO/
2006/documents/spc.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/sol.asp

July 2006

About Solomon Islands and ADB
Solomon Islands is the 34th largest shareholder among regional
members and the 42nd largest shareholder overall. It shares both
positions with Vanuatu.

ADB Membership
Joined 1973
Shares held 236 (0.007%)
Votes 13,623 (0.308%)

Stephen Sedgwick is the Executive Director and Richard Moore is
the Alternate Executive Director representing Solomon Islands on the
ADB Board of Directors.

The Pacific Liaison and Coordination Office (PLCO) was opened in 2005
and provides the primary operational link between ADB and the
government, private-sector, and civil-society stakeholders in its activities.
PLCO engages in policy dialogue and acts as a knowledge base on
development issues in Nauru, Solomon Islands, and Vanuatu, and on
private sector development region-wide.

Naomi Chakwin is the Regional Director of PLCO.

The Solomon Islands government agency handling ADB affairs is the
Department of Finance and Treasury, Ministry of Finance, National
Reform and Planning.

About the Asian Development Bank
ADB is dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

and Development Agency (NZAID), have been crucial, especially in the area of transportation infrastructure and services. Joint
work with Foreign Investment Advisory Services (FIAS) has been successful in the area of business law and administrative
barriers.

It is ADB policy to cooperate with nongovernment organizations (NGOs) to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example, local area consultative group—comprising representatives from the
provincial government, NGOs, churches, landowners, and community leaders—were established to discuss project activities
under the Post-Conflict Emergency Rehabilitation Project.

Cofinancing and Procurement
For every US dollar lent by ADB in Asia and the Pacific region during 2005, cofinancing operations brought in an additional
$1.27.

ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
Such additional funds are provided in varying forms of grants, guarantees, or loans.

A summary of procurement contracts awarded to companies and consultants for goods and related services, civil works,
and consulting services can be found at www.adb.org/Documents/Fact_Sheets/SolomonIslands/procurement.asp.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.
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