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I. SOLOMON ISLANDS: CHALLENGES AND ADB’S STRATEGIC RESPONSE 

A. Introduction 

1. Solomon Islands is one of the largest countries in Melanesia, with a land area of 
about 28,000 square kilometers, comprising six large islands, dozens of smaller islands, and 
hundreds of islets and atolls. More than 80% of the population of 581,000 is rural, living in 
widely dispersed villages of a few hundred persons. Rapid population growth (3.1% per 
annum) has outpaced sluggish economic growth (2.5% per annum) from 1980 to 2009. With 
its estimated gross domestic product (GDP) per capita of $1,870 in 2009 (current prices), 
Solomon Islands has the second-lowest average income in the Pacific region. The country 
receives enormous aid inflows. Official development assistance rose from 22% of GDP in 
1990 to a peak of 66% of GDP in 2005, when aid reached $415 per capita.  
 
2. Almost a quarter of its population lives below the national basic needs poverty line. 
Life expectancy is low. Infant mortality is high, and access to maternal and child health care 
services is limited outside the main cities. Social indicators, although improving, fall short of 
the targets set for the Millennium Development Goals (MDGs). Most of the labor force works 
in the agriculture, forestry and fishery sectors and few non-agricultural jobs are available in 
rural areas. There is high unemployment, especially among the educated youth, which adds 
to social tensions. Economic infrastructure is lacking and is often in  poor condition, and 
utility costs are amongst the highest in the world. Private sector development (PSD) has 
largely been confined to the resource-extractive sectors, and Solomon Islands remains a 
high-cost and challenging place in which to conduct business. 
 
3. The development context in Solomon Islands is challenging. The country is 
vulnerable to climatic and natural disasters, and has weak public sector management—
revenue administration, public expenditure management, and public administration 
(including policy development and coordination)—poor governance standards, insufficient 
attention to social development and ethnic tensions.  In addition, the wantok system of 
kinship and allegiance has influence on political and administrative affairs.  
 
4. Public sector institutions and principles of good governance had been systematically 
undermined in the 1980s and 1990s while economic and social infrastructure were allowed 
to deteriorate. Foreign investors had exerted undue political influence in the political arena, 
weakening domestic governance and fostering corruption. This, combined with a lack of 
fiscal discipline in the late 1980s and into the 1990s, drove the economy into crisis by 1995, 
leaving it with an unsustainable public debt burden. From 1998 to 2003, the nation entered 
into a period of severe civil conflict, the underlying causes of which included uneven regional 
development, maldistribution of public resources, land conflicts, and a growing youth 
population with little education and limited job prospects. The civil conflict from 1999 to 2003 
resulted in hundreds of deaths, nearly 20,000 persons displaced, and extensive damage to 
economic and social infrastructure.  
 
5. The Asian Development Bank’s (ADB) assistance to Solomon Islands was broad-
based in the 1980s and the first half of the 1990s, with operations in agriculture, fisheries, 
power sector, development banking, port development, road improvement, and water 
supply. As economic conditions deteriorated in the late 1990s, ADB focused its assistance 
on economic reform, with a Public Sector Reform Program in August 1998 to support (i) 
macroeconomic and fiscal reforms; (ii) public sector management reform; (iii) state-owned 
enterprise (SOE) reform; and (iv) strengthening governance institutions. In 2000, ADB 
mounted a Post-Conflict Emergency Rehabilitation Loan1 to repair infrastructure damaged 

                                                        
1  ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Solomon Islands for the Post-Conflict Emergency Rehabilitation Project. Manila. (Loan 1823-SOL). 
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during the civil conflict. With a change of government in mid-2000, support for the reform 
effort dissipated and the program loan was cancelled. Solomon Islands then fell into arrears 
on its obligations to ADB and all projects, including the Post-Conflict Emergency 
Rehabilitation Loan, were suspended.  
 
6. In July 2003, the Regional Assistance Mission to Solomon Islands (RAMSI) helped to 
restore law and order, gradually rebuild the state, and establish a setting in which 
development assistance could proceed. In August 2003, an 18–person RAMSI budget 
stabilization team began working with the Ministry of Finance and Treasury (MOFT) staff to 
restore expenditure controls, undertake a payroll audit, prepare budget plans, and formulate 
a medium-term debt management strategy. With support of the Government of Australia, 
Solomon Islands’ arrears to ADB were cleared in 2004, and, on a grant-only basis, ADB 
resumed its support to the country.  
 
B. The Country Partnership Strategy Context 

7. Since 2004, a process of economic recovery has begun (Appendix Table A1.1). 
Solomon Islands experienced strong growth, averaging 6.6% per annum, from 2003 to 2008. 
The major contribution to growth came from the largely aid-driven services sector in 2004–
2006, but in 2007 and 2008, the primary sector led the growth process. This included 
substantial expansion in agricultural activity (cocoa, copra, palm kernel, and palm oil), in 
fishing (in 2008) and, above all, in forestry production. Since 2003, forestry has accounted 
for nearly a quarter of economic growth, two-thirds of export earnings and just under a fifth 
of the government’s recurrent revenues. However, the sector’s important economic 
contributions cannot be maintained at current levels, since commercially exploitable natural 
forests are expected to be fully depleted over the next 5 years.  
 
8. For 3 decades, Solomon Islands economy has witnessed high and erratic inflation, 
reinforced by offsetting currency devaluations, which has added to uncertainty in the 
business environment. From 2003 to September 2008, the annual inflation rate fluctuated 
between 7.0% and 19.1%. In 2009, inflation reached an annual average of 8.3%. This 
decline was due to price declines in both imported (particularly food and fuel prices) and 
domestic items.  
 
9. Solomon Islands Government was able to run budget surpluses from 2003 to 2007, 
which was also a period of sharp growth in public expenditures and total revenues 
(Appendix Table A1.2). Strong aid inflows contributed to a growth in the size of the 
government from 47% of GDP in 2005 to 52% of GDP in 2010. As fiscal pressures 
intensified in 2009, fiscal restraint was exercised through a temporary hiring freeze and 
reservations on goods and services expenditures. Budget support was provided by ADB and 
other partners in 2010 to help offset the decline in public revenues. An explicit condition of 
development partner budget support has been the explicit prioritization of expenditures in 
rural health, basic education and infrastructure maintenance.  
 
10. The current account deficit has widened since 2005 reflecting rapid import growth 
from 2005 to 2008 and weaker export growth in 2009. The current account deficit has been 
financed through high levels of aid and increases in foreign direct investment. Official foreign 
reserve levels fell below the Central Bank of Solomon Islands (CBSI) target of 4 months of 
import cover in early 2009. Since then, however, the bringing forward of foreign aid, an 
allocation of Special Drawing Rights by the International Monetary Fund (IMF) and a one-off 
internal transaction by one of the commercial banks helped lift reserves from below CBSI 
comfort levels to 5 months of imports by end 2009. External debt has fallen from 35% of 
GDP, and public debt from 53% of GDP in 2005, to 16% of GDP and 24% of GDP 
respectively in 2010 as a result of a government policy restricting new public borrowing and 
limiting debt service to 15% of recurrent spending (Appendix Table A1.3).  
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11. Thanks to substantial donor support, Solomon Islands remains on track to achieve its 
primary education and gender-parity in education MDGs but is offtrack in its maternal and 
child health, drinking water, sanitation, and environmental targets (Appendix Table A1.4). 
Electricity, water, transport, and telecommunications services are not available to a large 
percentage of the population. Providing infrastructure to small islands with sparse 
populations spread over an enormous geographic area is challenging.  
 
12.  Among the ADB Pacific developing member countries (DMCs), Solomon Islands has 
been one of the most adversely affected countries by the global economic crisis in 2009. 
The economy stopped growing in 2009 as a result of weakened external demand, lower log 
production and commodity prices, lower agricultural output due to floods in the first quarter 
of 2009, and slow growth in other sectors, including public administration, as government 
revenues became constrained. In 2010, the economy is expected to grow at a modest rate 
of 3.5% due to an upturn in logging and firming commodity prices. Growth is likely to remain 
modest in the medium-term as the decline in logging is increasingly felt. A resumption in 
gold mining and an increase in production of palm oil and other cash crops could help offset 
the expected decline in timber output and exports.  
 
13. The Country Partnership Strategy (CPS) was implemented during a period of 
considerable economic, political and security volatility. In addition to the global financial 
crisis, the country also experinced the 2006 Honiara riots, the April 2007 earthquake and 
tsunami, and the political disturbances in the second half of 2007, which led to a new 
government in December 2007. These issues required immediate attention and complicated 
the delivery of development assistance.  
 
C. ADB’s Partnership Strategy and Program, 2006–2010 

14. ADB had few operations in Solomon Islands during the civil conflict period. After 
2003, ADB resumed operations with a new country strategy and has since established a 
significant operational country program. ADB has engaged in a comprehensive partnership 
with the government and, is the sector lead donor, with other partners in the transport sector, 
and has provided substantial policy and legal reform support to improve the enabling 
environment for PSD. At the country level, ADB’s assistance was guided by a series of 
rolling 3-year country strategies and assistance programs. Successive strategies and 
programs have identified agreed priority areas where ADB can provide support in a most 
responsive, relevant, and result-oriented manner in achieving the country’s development 
strategy and poverty reduction goals, in consultation with the government, development 
partners, and other stakeholders. These include the Country Strategy and Program Update 
for 2005–2006, the Country Strategy and Program Update for 2007–2009, the Country 
Operations Business Plan for 2008–2010, the Country Operations Business Plan for 2009–
2011 and the Interim Country Partnership Strategy for 2009–2011.2 Collectively, these will 
be refered to in this report as ADB’s CPSs. 3  The strategic goals and objectives of 
successive ADB country strategies for assistance to Solomon Islands are described in 
Appendix Table A2.  
 
15. Assistance at the country level has been complemented by ADB regional support 
under regional operations business plans (ROBP). The ROBP sets out strategic objectives 

                                                        
2  ADB. 2004. Country Strategy and Program Update (2005–2006) Solomon Islands. Manila; ADB. 2006. Country 

Strategy and Program Update (2007–2009) Solomon Islands. Manila; ADB. 2007. Country Operations 
Business Plan, Solomon Islands (2008–2010). Manila; ADB. 2008. Country Operations Business Plan, 
Solomon Islands 2009–2011. Manila; and ADB. 2009. Solomon Islands: Interim Country Partnership Strategy 
2009–2011. Manila; ADB. 2009.  

3  Previous CPSs were called Country Strategy and Program (CSP) and Country Strategy and Program Updates 
(CSPU). All country strategies in this report will be refered to as CPS to avoid confusion. 
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and a pipeline of activities that build on the ADB Pacific regional assistance strategies and 
their midterm review. 4 The ROBP pursues a selective approach to providing longer-term 
support for regional pilot activities that (i) are aligned with country priorities, (ii) can 
demonstrate tangible results, and (iii) reflect ADB’s areas of comparative advantage.  
 
16. The main strategic goal of ADB assistance has been to contribute to pro-poor and 
private sector-led economic growth through improved transport services and a stronger 
business enabling environment. Capacity development and the promotion of good 
governance are priorities. In consideration of the risks of debt distress and related 
government policies, ADB assistance is provided entirely on a grant basis until public 
finances stabilize. 
 
17. Transport and transport services. ADB support in the transport sector was 
designed to: (i) support the rehabilitation and maintenance of physical transport 
infrastructure, and (ii) facilitate the improvement of interisland transportation services. 
Starting in 2004, ADB reactivated the Post-Conflict Emergency Rehabilitation Project 
(footnote 1) to restore essential services, basic infrastructure, and facilities for communities 
adversely affected or damaged during the civil strife. Project funding increased by 85% in 
2006, and the project focused on rehabilitating and reconstructing damaged roads and 
bridges in economically important areas.  
 
18. Building on the transport rehabilitation support initiated under the Post-Conflict 
Emergency Rehabilitation Project, ADB has provided support for a series of tranport 
projects. This includes the ongoing Solomon Islands Road Improvement (Sector) Project 
(SIRIP), cofinanced by the Governments of Australia and New Zealand. It will rehabilitate 
about 100 kilometers (km) of roads and 25 bridges in Makira, and aims to link rural areas to 
urban centers for access to markets and social services. Its second phase (SIRIP-2), 5 
approved in November 2009, will replace or upgrade about 30 water crossings, upgrade 
about 20 km of roads and associated bridge approaches to sealed standards, and 
selectively relocate sections of roads for climate change adaptation. ADB has also 
supported Solomon Islands’ response to the 2007 earthquake and tsunami disaster, which 
devastated parts of the nation’s western islands. ADB assisted the government in 
coordinating preparation of the rehabilitation and reconstruction program to November 2007. 
Efforts since have focused on repairing roads and bridges and other post-tsunami 
rehabilitation work under Solomon Islands Emergency Assistance Project (SIEAP) 6 
cofinanced with European Union (EU). The project is now being implemented, with most civil 
works contracts awarded and under way.  
 
19. The Domestic Maritime Support (Sector) Project (DMSP),7 approved in 2008, aims to 
create more frequent and reliable shipping services in Solomon Islands, and will reduce 
barriers to market access and promote the growth of rural production. Financed by ADB and 
the EU, the main beneficiaries of this project will be people in the most remote, poorest 
areas of Solomon Islands.  

                                                        
4  ADB. 2004. Responding to the Priorities of the Poor: A Pacific Strategy for the Asian Development Bank 

(2005–2009). Manila; ADB. 2008, Working in Fragile Environments: A Midterm Review of the Pacific Strategy 
(2005–2009). Manila; and ADB. 2010. ADB’s Pacific Approach 2010–2014. Manila.  

5  ADB. 2006. Report and Recommendation of the President to the Board of Directors on a Proposed Asian 
Development Fund Grant to Solomon Islands for the Road Improvement (Sector) Project. Manila (Grants 
48/49/50-SOL); and ADB. 2009. Report and Recommendation of the President to the Board of Directors on a 
Proposed Asian Development Fund Grant to Solomon Islands for Second Road Improvement (Sector) Project. 
Manila. (Grants 175/176/177-SOL).  

6  ADB. 2006. Report and Recommendation of the President to the Board of Directors on a proposed Asian 
Development Fund Grant to Solomon Islands for the Emergency Assistance Project. Manila (Grant 78-SOL). 

7  ADB. 2008. Report and Recommendation of the President to the Board of Directors on a proposed Asian 
Development Fund Grant to Solomon Islands for Domestic Maritime Support (Sector) Project. Manila (Grant 
127-SOL).  
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20. In 2010, ADB has prepared the Transport Sector Development Project (TSDP), 8 
ADB’s largest assistance operation in the transport sector to date, and a precursor to a full 
sector-wide approach (SWAp). This project will channel assistance from several partners 
through the National Transport Fund (NTF) for prioritized public investment in the roads, 
maritime and civil aviation sectors. All of ADB’s transport projects focus on improving 
domestic connectivity to support rural development, spur economic growth and reduce 
poverty. More reliable transport services will increase the ability of rural people—who make 
up nearly 80% of the population—to market their produce, derive income from natural 
resources, and access health and educational services. These projects also address the 
constraints to women’s participation in economic activity by improving women’s access to 
markets, reducing travel time, and enhancing safety for women and children.  
 
21. ADB-supported technical asssistance (TA) has complemented investment projects in 
the transport sector by developing capacity in the Ministry of Infrastructure Development 
(MID). ADB also helped design the 2006 National Transport Plan (NTP), which focused on 
restoring infrastructure; improving maintenance; increasing safety, quality, and reliability; 
and promoting private sector participation. Key elements of the plan are integrated planning, 
protection of environmental and social sustainability, and increased resilience in the face of 
natural disasters. The NTP is complemented by a new National Transport Fund Act (with 
enabling legislation passed with ADB assistance in 2009) that assures resources to 
implement the action plan. In 2008, a multiyear TA project started to support the continuing 
development of the MID as a planning, contracting, and asset management agency through 
a technical support program, including long-term support to the Transport Policy and 
Planning Unit to implement the NTP. One advisory TA has also assisted the government to 
develop the 2009 Maritime Safety Administration Act and is now establishing the new 
Maritime Safety Administration. Development of NTP and NTF, combined with institutional 
strengthening of MID, has laid the groundwork for a multi-partner supported operation, the 
TSDP, which will channel, prioritize and track use of resources through the NTF.9  
 
22. Business environment. ADB assistance to create an enabling business 
environment was aimed at assisting the government to reform its SOEs and strengthen the 
legal and regulatory environment for business investment. All PSD reforms, other than those 
for SOEs that were formulated in 2004, were based on a comprehensive private sector 
assessment prepared in July 200510 and subsequent reviews of the economy by the IMF 
and CBSI. 11 Business law reforms were designed not only to reduce the time of registering a 
business, but more importantly, the costs which were prohibitive for people to start a 
business. Women, in particular, were disadvantaged by these high costs and long 
registration periods, and were forced to operate businesses informally. By aiming to 
streamline the registration and collateral process, ADB assistance in the business 
environment area was explicitly aiming at making conditions more favorable for women to do 
business.  

                                                        
8  ADB. 2010. Report and Recommendation of the President to the Board of Directors on a proposed Asian 

Development Fund Grant to Solomon Islands for Transport Sector Development Project. Manila (Grant 41171-
02 [approved by the Board on 15 December 2010]). 

9  ADB. 2004. Technical Assistance for Institutional Strengthening in the Ministry of Infrastructure and 
Development. Manila (TA 4494-SOL); ADB. 2005. Technical Assistance for Implemenation of Inter-Island 
Transport Reforms (TA 4588-SOL); ADB. 2007. Strengthening Disaster Recovery Planning and Coordination. 
Manila (TA 4944-SOL); ADB. 2007. Technical Assistance for Preparing the Domestic Maritime Support Project 
and Technical Support Program. Manila (TA 4980-SOL); ADB. 2008. Technical Assistance for Establishment 
of Solomon Islands Maritime Safety Administration. Manila (TA 7178-SOL). ADB. 2009. Technical Assistance 
for Transport Sector Development Project. Manila (TA 7335-SOL); ADB. 2010. Technical Assistance for 
Supporting Transport Sector Development. Manila. 

10  ADB. 2005. Private Sector Assessment for Solomon Islands (by Paul and Sarah Holden). Sydney. 
11 Government of Solomon Islands. Central Bank of Solomon Islands Annual Reports for 2007, 2008 and 2009. 

Honiara. and IMF. 2009 and 2010.  Solomon Islands: Article IV Staff Report. Washington D.C. 
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23. Assistance in the business environment focus area was provided through a series of 
advisory TA projects, including those for SOE Reform and Private Sector Participation 
(2004), Supporting Business Law Reforms (2005) and Private Sector Development Initiative 
(Phase I in 2006 and Phase II in 2009). 12 Following the 2009 global economic crisis, ADB 
provided support for an Economic Recovery Support Program (ERSP) 13 in 2010. The ERSP 
supported reforms aimed at strengthening fiscal management, restoring macroeconomic and 
fiscal stability to aid economic recovery, enhancing structural reforms, ensuring that the 
budget accords priority to vulnerable groups, and public consultation. Structural reforms 
include long-standing areas of ADB business environment support such as improved SOE 
oversight, telecommunications deregulation, enactment of the companies law and an 
electronic registry, a Secured Transactions Act and establishment of the secured 
transactions registry, submission of the national transport fund regulations, and the gazettal 
of the Maritime Safety Administration Act. A series of major knowledge products, including a 
private sector assessment, studies on reforming commercial law, promoting secured lending, 
a Solomon Islands economic report, and a review of SOE performance, were generated and 
disseminated to build knowledge and awareness of measures needed to improve the 
business environment (Appendix Table A3.1).  
 
24. Program synergies. By design, there was a high degree of mutually reinforcing 
linkages between ADB transport and PSD interventions. While the former concentrated on 
improving access, it also integrated support for private-sector service provision in road 
repair, inter-island shipping and a range of other transport services. Similarly, ADB support 
for the business environment, by encouraging SOE rationalization and more streamlined 
company registration and asset securities laws, helped lower the costs of doing business in 
general.  
 
25. Complementary regional support. ADB assistance to Solomon Islands also 
supports programs under the Pacific Plan for Strengthening Regional Cooperation, which 
emphasizes regional public goods and services (Appendix Table A3.2). This recognizes the 
potential of regional initiatives, such as the collective management of increased aviation 
safety and security requirements through the ADB-financed Pacific Aviation Safety Office, 
and the prevention and treatment of HIV/AIDS through the regional TA for HIV/AIDS 
Prevention and Capacity Development in the Pacific. Regional TA support has been 
provided for developing renewable energy sources, for improving the delivery of 
infrastructure services, for supporting regional public audit standards, for education planning, 
and for building capacities in climate change adaptation. ADB is designing a regional 
renewable energy intervention to improve access to rural electrification and support the use 
of renewable energy sources, including alternative fuels and mini hydro, in remote islands. 
Another regional intervention is being designed to improve ICT connectivity. ADB regional 
TA support for Enhancing Engagement with Pacific DMCs has, since 2009, financed the 
costs of establishing and operating the Solomon Islands Development Coordination Office in 
Honiara. A regional TA on Strengthening Pacific Economic Analysis and Policy Development 
has financed the preparation of Solomon Islands economic reports, while the Pacific 
Economic Management Response to the Global Crisis regional TA supported the 
preparation of the ERSP and has provided a TA to the Ministry of Development Planning 
and Aid Coordination to formulate a strategic framework for the preparation of the new 
National Strategic Plan. ADB is also supporting the participation of Solomon Islands in the 
Coral Triangle Initiative, a five-country effort to safeguard fragile marine resources.  
                                                        
12  ADB. 2004. State-owned Enterprise Reform and Private Sector Participationm. Manila (TA 4482-SOL); ADB. 

2005. Supporting Business Law Reforms. Manila (TA 4700-SOL); and ADB. 2006 and 2009. Private Sector 
Development Initiative, Phase I and II. Manila (TA 6353-REG, and TA 7430-REG).  

13  ADB. 2010. Report and Recommendation of the President to the Board of Directors on a Proposed Program 
Cluster and Grant for Subprogram 1, Solomon Islands: Economic Recovery Support Program. Manila (Grant 
197-SOL). 
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26. A unique feature of the preparation of ADB country assistance strategies and 
programs for Solomon Islands was the continuity of the country team during the review 
period. Every year, the same country programming core team and the same sector and 
theme leaders undertook country programming. This contributed to continuity in strategy 
formulation and to fostering relationships with officials based on mutual trust and 
understanding. Consequently, a high degree of strategic and operational focus was 
maintained. 
 
27. Preparations have commenced for a new Solomon Islands CPS for the period 2012–
2016. One of the first steps in the preparation process is to take stock of CPS performance 
during the most recent 2006–2010 assistance period. Lessons learned during this period will 
contribute to the formulation of the new CPS, which was streamlined in 2010.  
 
28. The new streamlined CPS procedures call for a Final Review table and report for 
validation by the Independent Evaluation Deparment (IED) of ADB to be prepared at the end 
of the current CPS. This CPS Final Review has been prepared in accordance with the 
template provided by IED on 8 September 2010. 14 It’s performance assessments, lessons 
and recommendations draw on programming reports, country performance assessments, 
reviews, project and project supervision reports, from consultations with senior ADB officials 
and country team members, and from structured interviews with government officials, private 
sector representatives and development partners in October and November of 2010. 15  
 

II. ASSESSMENT OF CPS PERFORMANCE 

A. Strategic Positioning  

29. The strategic positioning of ADB’s CPS is assessed as “highly satisfactory.” 
Factors contributing to the relevance of ADB’s positioning included its highly-selective focus, 
consistency with corporate and country strategies and policies, diagnostic work that 
underpinned sector and subsector selection, its flexible response to changing conditions, its 
effort to complement other development partners and leverage resources, and the choice of 
modes of delivering assistance that were sensitive to a fragile country setting.  
 
30. ADB's assistance was closely aligned with the national priorities as identified in 
National Economic Recovery, Reform and Development Plan 2003–2006 (2003), Poverty 
Partnership with ADB (2003), Grand Coalition for Change, Policy Framework Document 
(2006), the Policy Translation and Implementation document (2006), and the Medium-Term 
Development Strategy 2008–2010 (2008). All include infrastructure and PSD as strategic 
priorities. 16 ADB’s Solomon Islands’ country strategies were also firmly aligned with ADB’s 
own broad strategies including the Poverty Reduction Strategy, and ADB’s long-term 
Strategic Framework (Strategy 2020), all of which identified poverty reduction as ADB’s 
overarching objective, and identified infrastructure and PSD as key planks of ADB’s 
corporate approach towards assisting DMCs reduce poverty. Solomon Islands’ country 
strategy was also fully consistent with the ADB’s regional approach to assisting the Pacific 
Island countries, as defined in its regional strategies for the 2005–2009 and the 2010–2013 
period (footnote 4). Rather than attempt to address the full gamut of Pacific Island 
development requirements, the country strategy for Solomon Islands was narrowly-based 
and aligned with the first-plank (i.e., infrastructure development) of ADB’s Pacific Regional 
Strategy. ADB’s strategic choice was underpinned in successive country strategies by a 
                                                        
14  ADB. 2010. Supplementary Template to the Country Partnership Final Review. 8 September 2010.  
15  A list of persons interviewed in Solomon Islands is included in Appendix 8.  
16  By providing knowledge products and advisory assistance on key sectors and themes, ADB  has also helped 

the government to analyze, and subsequently address key development challenges, in successive national 
plans and strategies.  
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detailed diagnosis of the binding constraints to development and poverty reduction, identified 
as the adverse investment climate, poor physical infrastructure, and weak public sector 
management. These, in turn, guided the selection of CPS focus areas and interventions.  
 
31. Transport sector positioning. ADB’s strategic focus in the transport sector was on 
repairing and rehabilitating the road network, and on improving the safety and reliability of 
maritime transport. Selection of subsector priorities were based on a detailed diagnostic 
assessment of the Pacific Regional Transport systems which had identified the limited 
infrastructure stock and the dismal state of road transport, and unreliable interisland shipping 
as the main barriers to market access and to the growth of rural production. 17 Building on 
experience with road reconstruction under the Post-Conflict Emergency Rehabilitation 
Project (footnote 1), ADB supported the preparation of a NTP. The plan pointed towards the 
need for a more systematic development of the road network, outside of Guadalcanal where 
some 80% of the transport investment had hitherto been concentrated. It also identified 
improvements required in the reliability and safety of inter-island shipping services.  
 
32. Enabling business environment. ADB’s support for the enabling business 
environment built on reforms of the SOEs initiated in the 1998 Public Sector Reform 
Program, the findings of a 2003 TA for improving the legal business environment and from a 
2005 private sector assessment. 18 This analysis concluded that business laws tended to be 
ineffective, outdated, and applied inappropriately, contributing to high costs and to an 
unfriendly business environment. SOEs were identified as a major barrier to fair competition, 
as well as being a drain on the budget and a source of poor service delivery.  
 
33. Economic Reform Unit alignment. The establishment of an Economic Reform Unit 
(ERU) in MOFT, with RAMSI support, helped to institutionalize support for regulatory reform. 
The ERU teams were comprised of officials from Australian Agency for International 
Development (AusAID), Australian Treasury, and New Zealand Aid Programme. At various 
times, and depending on the ERU officials in place, this unit has played a critical role in 
facilitating and supporting economic policy reforms. ADB assistance was carefully aligned 
with the operations of the ERU, who in turn, provided considerable support to ADB SOE and 
business law reforms.  
 
34. Fragility considerations and good governance. ADB’s assistance strategies were 
designed in ways to explicitly take into consideration the fragile nature of Solomon Islands 
by: (i) keeping a narrow focus of ADB support; (ii) making a long-term commitment to forge 
progress in key sectors; (iii) emphasizing capacity development and institutional reform; and 
(iv) providing a flexible response as circumstances evolved. To help consolidate the peace, 
ADB identified areas where it could gain “quick wins” by restoring access to markets that 
had been destroyed during the tensions. Good governance was made a cross-cutting plank 
of the CPS based on the recognition that governance standards had seriously eroded over 
the past two decades, and that improvements in accountability, transparency and service 
delivery would be essential to restore the confidence of the general public and the 
investment community. Cognizant that other partners were focusing ample assistance on 
public sector management and justice reform, ADB positioned its support in good-
governance on sector reform in transport, SOE reform, and enterprise deregulation. Starting 
with the Country Strategy and Program Update in 2007–2009 prepared in 2006, ADB 
formally announced that it would address the fragility of Solomon Islands by assisting in 
ways that would: (i) focus on state building (governance, effective institutions, and business 
environment); (ii) align ADB’s core strengths with local priorities; (iii) closely cooperate, 

                                                        
17  ADB. 2003. Technical Assistance for Regional Civil Aviation Safety and Security. Manila. (TA 6119-REG); 

and ADB. 2003. Technical Assistance for Pacific Regional Transport Analysis. Manila. (TA 6166-REG). 
18  ADB. 2003. Technical Assistance for Improving the Legal Business Environment in the Pacific Region. 

Manila. (TA 6162-REG).  
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coordinate and, to the extent possible, harmonize with other development partners; (iv) 
further enhance its responsiveness within its focus areas; and (v) remain engaged for the 
long-term. To further boost its responsiveness, in 2008, ADB established a development 
coordination office in Honiara, sharing premises with the World Bank. These principles were 
fully consistent with the approach suggested in ADB’s 2007 policy paper on assisting weakly 
performing countries. 19  
 
35. An IED evaluation of ADB’s support to Fragile and Conflict-Affected Situations in 
2010 also endorses a highly selective approach with strong partnerships. A key lesson of the 
IED special evaluation is: “to ensure efficient use of resources, the engagement needs to be 
selective and focused. Consistent with this approach, development partners must ensure 
enhanced strategic partnerships to focus on key reforms together, make efficient use of 
limited government counterpart capacities in pushing for the development agenda, and build 
on these reforms for better development results.” 20 
 
36. Drawing on lessons learned. ADB’s positioning in Solomon Islands drew on 
lessons learned across all sectors of operations. A review of past assistance in the CPSs 
identified limited capacity in all branches of government, a legacy of poorly constructed and 
neglected infrastructure, combined with an extensive range of externally supported 
interventions, as factors that could hamper project implementation. 21 This suggested a need 
for ADB to provide long-term support to the government in a highly selective manner and to 
combine this with an emphasis on capacity building. Strong coordination among 
development partners was also required because of the large number of assistance projects 
in each sector. Other lessons had to do with the need for sufficient timing for project 
planning and implementation. This would allow more thorough assessment and selection of 
project sites and consultants, facilitate project delivery in the outer islands, and enable more 
follow-up activities. Finally, past donor-assisted projects had recorded a high turnover of 
trained personnel. It was therefore important to establish and maintain complete project files 
to enable a smooth transition of team members. 
 
37. Positioning vis-à-vis development partners. ADB’s strategic focus was also based 
on a thorough examination of the activities of other (and much larger) development partners. 
The arrival of RAMSI in 2003 paved the way for other development partners to resume full 
operations after the civil conflict. As a result, aid flows increased significantly, from around 
18% of GDP during the initial stages of reconstruction in 2003 to an average of about 30% of 
GDP annually from 2005 to 2009. The country strategies of 2006 and 2009 examined the 
allocation of donor assistance, and found that the bulk was concentrated in the social 
sectors, agriculture, rural development, and water supply. In 2004, none of the other 
development partners was involved in the road sector. Road transport was an obvious gap 
since improvements in connectivity were essential to forge progress in all sectors. Other 
partners were active in the transport sector, but more as a means of promoting pubic works 
for employment generation. ADB was unique in bringing in more of an engineering focus that 
was aimed at the development of a sustainable, efficient and effective domestic transport 
system. In the PSD area, other partners (notably the foreign investment advisory service of 
International Finance Corporation (IFC), and the World Bank) were active, but the focus of 
the former was on foreign investment regulations while the World Bank focused more on 
broader regulatory and structural constraints to growth. ADB’s focus on commercial legal 
and SOE reform was explicitly designed to complement support of these other partners.  
 

                                                        
19  ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries (The Asian Development 

Bank's Approach to Engaging with Weakly Performing Countries). Manila. 
20  ADB-IED. 2010. Asian Development Bank’s Support to Fragile and Conflict-Affected Situations. Special 

Evaluation Study. Manila. p.ii.   
21  ADB. 2004. Country Strategy and Program Update (2005–2006), Solomon Islands, Manila. p. 9.  
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38. Small resource envelope considerations. ADB’s country strategies explicitly 
recognized that the government would not be in a position to borrow (even on concessional 
terms) through 2010. ADB support was provided on an all-grant basis, which implied that 
ADB’s own resources for assistance to Solomon Islands would be severely constrained. 22 
Although the Asian Development Fund (ADF) grant resource envelope expanded over time, 
it was still extremely small, averaging just $8 million per annum from 2005–2010. Ultimately, 
considerable success was registered in positioning the program to mobilize resources from 
other partners, with ADB playing an effective role in developing projects and reforms 
supported by the Governments of Australia, Japan, New Zealand, and the EU. In total, some 
$94 million in cofinancing was secured, compared to an ADB commitment of $50 million in 
grants. Cofinancing was also secured for preparation and advisory support for projects in the 
transport sector, and for advisory assistance in support of business law reforms. 23 Parallel 
financing was also provided for ADB support to the ERSP. Through cofinancing projects and 
jointly undertaking policy dialogue in the transport sector and with respect to enabling 
business environment reforms, ADB was able to closely align its support with that of the 
other development partners. During these years, Solomon Islands’ public debt status has 
improved, contributing to a potential resumption of access to ADF concessionary loan 
resources from 2011. Still, tremendous fiscal pressures remain due to the nation’s 
continuing struggle with budget execution and cash flow. Moreover, the government has 
been reluctant to borrow, and under its Honiara Club Agreement, has refrained from doing 
so during the last 5 years. 
 
39. Focused but flexible. ADB’s CPSs were well-positioned to take into consideration 
the inherent volatility in Solomon Islands’ development context. ADB positioned its country 
assistance response to incorporate “flexibility” in three main ways. First, ADB confined its 
country programming exercise to a rolling 3-year period and annual business plans were 
used to reconfirm assistance priorities and to rephase support depending on evolving 
priorities and project readiness. Second, ADB combined support for developing road and 
maritime transport networks with an emergency assistance response operation that was 
focused on reconstructing (and rebuilding to a higher standard) damaged roads and bridges, 
while building country capacity for disaster preparedness. Third, ADB responded with 
alacrity to the deteriorating fiscal situation in 2009 with the ERSP in early 2010, aimed at 
stabilizing public finances and deepening reforms to foster PSD.  
 
40. Program delivered was consistent with the country strategy. The actual program 
as implemented remained true to the strategic objectives of the 2005–2010 CPSs, and 
followed closely from what was planned. In line with strategic transport sector objectives, 
ADB delivered SIRIP in 2006, DMSP in 2008, SIRIP-2 in 2009, and TSDP in 2010. In 
response to the devastating earthquake and tsunami in Choiseul and Western provinces in 
April 2007, ADB provided a SIEAP, which was approved in June 2007. Advisory assistance 
was provided to contribute to institutional strengthening of the Ministry of Infrastructure 
Development (2004) leading to establishment of transport policy and planning unit and 
preparation of the NTP, to undertake a diagnostic assessment of Interisland Transport 
(2004), to strengthen disaster recovery planning and coordination (2007), to establish a 
Solomon Islands Maritime Safety Administration (2008), and to support transport sector 
development (2010). ADB’s program of support in the area of improving the enabling 
business environment was based mainly on advisory technical assistance. This included 

                                                        
22  Solomon Islands is classified as a Group A (ADF-only) developing member country. Solomon Islands was 

allocated $18.38 million of ADF grant for 2009–2010 and $17.27 million for 2011–2012, i.e., approximately an 
annual project/program grant envelope of $9 million. The TA grant envelop is on average $1 million per year.   

23  ADB Board of Directors approved the Adoption of Externally Financed Grant Regulations on 8 April 2009. The 
purpose of the regulations is to set forth certain terms and conditions generally applicable to grants financed 
from trust funds and other external sources and administered by ADB. Based on these regulations, ADB 
entered into Grant Agreements with the Solomon Islands Government under SIRIP-2 in the administration of 
AusAID, EU and New Zealan Aid Programme cofinancing. 
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support for PSD (financed by regional TA sources in 2006 and 2009), assistance for SOE 
reforms and private sector participation (2004) and for supporting business law reforms 
(2005). In 2010, reform of the business environment, as well as macro and fiscal reforms, 
was included in the ERSP (Appendix Table A3.3).  
 
41.  In terms of the volume of grant and TA, ADB delivered modestly more than was 
initially planned, and in that sense, the CPSs were realistic. Actual grant assistance volumes 
approved reached $51.3 million between 2006 and 2010, exceeding what had been planned 
by $11 milion (Appendix Table A3.3). 24 Advisory TA reached $5.6 million, which was in line 
with the level of funding anticipated (Appendix Table A3.4). 25 Resource allocations were 
broadly appropriate given CPS objectives with some 92% of total grant assistance allocated 
in the infrastructure area, and the other 8% allocated for PSD support. In addition to support 
for good governance, PSD was incorporated in all projects, either through improving the 
PSD enabling environment directly or through contracting-out transport services and 
supporting the involvement of community companies in road maintenance. About half of the 
transport projects (by volume) incorporated explicit environmental objectives, by including 
climate change considerations in project design. Just over a quarter of the transport and 
emergency reconstruction projects included explicit components aimed at fostering gender 
equity. By contrast, the contribution of the country program to ADB’s corporate objective of 
regional cooperation and economic integration was negligible given the strategic focus on 
improving domestic connectivity and enhancing the domestic business environment. 
However, given Solomon Islands’ extensive involvement in a great range of pre-existing 
regional cooperation arrangements, a focus on improving domestic access, building capacity 
and boosting competitiveness was an important enabler to Solomon Islands’ ability to 
cooperate effectively within the region.  
  
B. Program Relevance  

42. The relevance of the ADB assistance program is assessed as “relevant.” ADB’s 
programs, projects, TA and knowledge products were relevant to the key sector issues 
identified in the CPS. Infrastructure projects have led the way as innovative models for 
engagement in fragile states. Transport projects have incorporated novel features such as 
community-based modalities for road maintenance and contracting-out inter-island shipping 
routes to the private sector. Transport projects, and the 2010 ERSP, have catalyzed 
significant cofinancing from bilateral development partners. They have also built the capacity 
within the Ministry of Infrastructure Development to enable it to use country systems in 2010 
for a sector-wide transport development project.  
 
43. Program integrates ADB assistance instruments. ADB has drawn on all of the 
instruments available to it to meet its strategic objectives. A judicious combination of 
investment projects, a program loan, advisory TA, regional TA and knowledge products were 
deployed to address CPS objectives. Knowledge products in transport, business law, PSD 
and SOE performance were used to compare conditions in Solomon Islands with those of 
neighboring Pacific DMCs and to identify reform options. Advisory TA has helped to define 
country specific reforms and to build implementation capacity. Grant projects have served as 
a platform for putting policy and institutional reforms into effect, while delivering strategic 
infrastructure and an enabling environment for PSD that had immediate payoffs. Despite 
frequent changes in the government, policy dialogue has helped maintain continuity in 
pursuit of CPS strategic objectives. Through close and regular dialogue with development 
partners, additional resources were mobilized for ADB-supported projects and a harmonized 
                                                        
24  This was a reflection of additional $4.95 million mobilized for SIEAP operation in 2007, and the front-loading 

of the 2010–2011 ADF allocation for projects in 2010.  
25  This excludes regional TA support and the financing for the 2010 TA 41171-03 SOL Supporting Transport 

Sector Development, which is piggybacked to Grant 41171-02 SOL Transport Sector Development Project 
approved by the Board on 15 December 2010.  
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approach to development assistance in the CPS focus areas was achieved.  
 
44. High-quality transport investments. ADB’s investment projects, while few in 
number, were aimed at addressing high CPS priorities. The SIRIP and SIRIP-2 were aimed 
at making the network of national and provincial secondary roads more efficient and 
effective in order to improve access to markets and services. These projects incorporated 
labor-based equipment-supported techniques under contracts involving local communities, 
and built in climate change adaptation measures. The DMSP was aimed at connecting the 
six main islands and smaller island groups with regular shipping services from rehabilitated 
wharfs and jetties in order to facilitate economic and social development and help overcome 
the economic disadvantage of remote rural areas. The SIEAP was aimed at rehabilitating 
essential infrastructure (primarily transport) damaged by the earthquake and tsunami in 
Choiseul and Western provinces—these affected areas accounted for a disproportionate 
share of Solomon Islands’ national output, making infrastructure reconstruction an urgent 
priority. Building on the progress made in earlier transport projects, the TSDP will improve 
access to socioeconomic opportunities by rehabilitating and maintaining land, sea, and air 
transport infrastructure. It will develop a central project implementation unit to lead reform, 
and will set the stage for a comprehensive transport sector-based approach by implementing 
and building project management capacities and improving government systems, including 
procurement and safeguards.  
 
45. Program lending was fully consistent with the need to improve the regulatory and 
institutional setting identified in the CPS. The ERSP was mounted in response to the sudden 
economic downturn in 2009. A thorough review of fiscal, poverty, PSD and governance 
conditions was undertaken to inform preparation of ERSP. The program reinforced macro-
economic targets set under an IMF standby operation, and included extensive fiscal and 
business environment reforms. A limited number of high-priority reforms were supported. 
Public dissemination of reform progress was explicitly included. To take into account the 
fragile state of the country, the program was divided into two separate subprograms with 
clear performance triggers.  
 
46. ADB’s advisory assistance and CPS support were designed to contribute to 
sector reform and capacity building. These have been focused on high-priority objectives 
(i.e., diagnostic reviews of road transport, maritime transport, business laws, and SOEs) and 
have generated tools (i.e., business procedures for MID), reforms (i.e., SOE Act and 
regulations, Maritime Shipping Act, Companies Act, Companies (Insolvency and 
Receiverships) Act, Secured Transactions Act), and capacity building support (i.e., 
institutionalizing the Franchise Shipping Scheme (FSS), and establishing a companies 
registry) that were essential to the success of the program. Completion reports for advisory 
TAs that exited the portfolio between 2006 and 2010 find that these were relevent, well-
designed, and met their main objectives. 26 In some instances, performance of short-term 
advisors was hampered by the time required to familiarize themselves with Solomon Islands’ 
unique country conditions. At the same time, harsh post-conflict conditions has made it 
difficult to recruit and retain qualified experts to serve in ADB-assisted projects.  
 
47. Results relevance. The assistance program was highly relevant to delivering the 
results that the CPS set out to accomplish. CPS output and outcome targets were 
substantially met, with the exception of those set for SOE reform and privatization which 
were hampered by waning political support. In the transport sector, ADB’s program has gone 
                                                        
26  See TA Completion Reports for TA 4527-SOL: Diagnostic Assessment of Interisland Transport (2007). TA 

4527-SOL: Diagnostic Assessment of Interisland Transport (2007), TA 4588-SOL: Implementation of 
Interisland Transport Reforms (2008), TA 4494-SOL: Institutional Strengthening of the Ministry of 
Infrastructure and Development (2008), TA 4482-SOL: State-Owned Enterprise Reforms and Private Sector 
Participation (2008), TA 4700-SOL: Supporting Business Law Reform (2009), TA 4944-SOL: Strengthening 
Disaster Recovery Planning and Coordination (2010). 
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beyond what was originally anticipated in terms of developing and mobilizing substantial 
partner support for a sector-based assistance program.  
  
48. The technical quality of the assistance program was high, despite resource 
constraints and a challenging geographic setting. Transport projects involved establishing 
frameworks for eligible subprojects, which were then identified in more detail during 
implementation. Where project designs were too ambitious or costly, designs were 
appropriately scaled back during implementation. Advisory TA assignments had ambitious 
objectives, but with few exceptions (i.e., SOE reform). TA teams were able to timely deliver 
the requisite outputs. On the project side, while consistent with CPS goals of fostering 
domestic connectivity, a wide geographic spread of ADB support raised supervision costs 
and made cross-project synergies difficult to achieve. However, sound lessons were learned 
in the context of designing transport projects, integrating climate change considerations and 
responding to disasters.  
 
C. Efficiency  

49. The efficiency of ADB assistance is assessed as efficient. ADB’s projects have 
been delivered with the financial support of several partners. This has facilitated more 
harmonized, multi-partner approaches to delivering assistance, reducing transaction costs 
and boosting project impact. Sector-oriented transport projects and challenging economic 
reforms were completed with, what appears, in retrospect, to be rather modest delays and 
cost overruns. Considerable progress was also made in strengthening the MID’s capacity in 
planning, programming, project management, financial management and procurement in a 
span of just a few years. While this has boosted the overall efficiency and integrity of 
Solomon Islands’ public spending, considerable capacity development and training is being 
provided under current projects, and more will be required in the future. Projects were 
mounted in a challenging, disaster prone and politically volatile context, and ADB responded 
by adjusting its projects (and project scopes) as necessary to respond to changes in the 
country context.  
 
50. Weak capacity, slow decision making, political instabilty, ethnic volatility, far too many 
projects and TAs being implemented over a short period within MID, and remoteness are a 
few of the many challenges that were faced in implementing projects in Solomon Islands. 
While these factors have contributed to modest delays, none of Solomon Islands grants or 
TAs was assessed as being at-risk during the 2006–2010 period. 27 Overall, projects were 
delivered in an efficient manner, despite delays that were often unavoidable. The quality of 
ADB-supported capital works has been high, and this has encouraged more donors to 
cofinance operations with ADB.  
 
51. The Post-Conflict Emergency Rehabilitation Project was the only ADF loan project 
implemented during the past 6 years. The project closed on 23 January 2008, some 5 years 
after its planned closing, due to the suspension of ADB operations from 2001–2004 and 
thereafter the restructuring of the project to rehabilitate damaged social and economic 
infrastructure and to focus primarily on transport infrastructure. An 85% increase in project 
funding jointly from Government of Australia and New Zealand resulted in the expansion of 
the project through a major change of scope in 2006 and subsequent extension of a further 
12-month implementation period contributed to delays in project closure. 28  
 

                                                        
27  One project was deemed “at risk” for just one quarter in 2010. Since this accounted for 14% of the total 

portfolio, country performance assessment (CPA) portfolio ratings were downgraded from a score of 3.5 in 
2009 to 3.0 in 2010.  

28  ADB. Project Completion Report. Solomon Islands Post-Conflict Emergency Rehabilitaton Project. Manila. 
(Loan 1823-SOL).  
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52. Ongoing grant and TA projects have recorded expeditious start-ups, but have 
suffered from cost overruns, start-up and completion delays. As of end 2009, the ratio of 
contract awards to commitments for the four approved grant operations was 107.5% while 
the ratio of planned to actual disbursements was just 54.1%. The latter can be attributed to 
the need to re-tender capital works components to obtain satisfactory bids. Project start-up 
of grant operations has been relatively expeditious, with the time required from project 
approval to effectivity ranging from 6 months for the SIRIP to 3 months for both the SIRIP-2 
and the SIEAP. Advisory TAs approved during the past 5 years have closed with delays of 9 
months to a year, contributing to an increase in the average age of the TA portfolio from 9 
months in 2005 to 18–22 months from 2006 to 2009.  
 
53. Several of the transport projects have experienced implementation delays. SIRIP 
was designed in 2006 without a project preparatory TA or site visits, and with an initial ADB 
allocation of only $350,000 from its ADF resources. Delays were registered at the start in 
identifying suitable subprojects. However, when the Makira subproject was identified and 
became economically feasible to implement after the completion of detailed engineering 
designs, it experienced a significiant cost overrun. Hence the rehabilitation of Makira 
subproject was stalled until further funds could be made available. Simultaneously, there 
was series of major flooding in West Guadalacanal, which required the reconstruction of 12 
additional bridges and rehabilitation of about 20 km of roads. These bridges required 
additional funds and gave strong messages that the transport infrastructure in Solomon 
Islands must be screened for climate change adaptation measures. Given ADB’s leadership 
in transport sector, the government requested ADB to coordinate with development partners 
to address the cost overrun under SIRIP and reconstruct 12 bridges and upgrade 20 km of 
roads. ADB responded with a $15 million grant while additional financial resources were 
then mobilized from the Governments of Australia ($4.75 million) and New Zealand ($0.35 
million), and EU ($3.34 million), which also required processing of a new stand alone project 
that was SIRIP-2 that took about 6 months. The contract for Makira subproject was only 
awarded after SIRIP-2 was approved. As of 2010, some 55% of the capital works are 
completed, and about 1 year extension for SIRIP is anticipated.  
 
54. Considerably more resources were invested in the design of SIRIP-2 which had an 
ambitious 2.5 year implementation period—a completion delay of 6 months to a year is 
currently anticipated for that project. The 2006 SIEAP was hampered by a slow start, and 
due to problems in coordinating participating agencies and the associated disaster 
preparedness, TA could not be fully implemented. The SIEAP was then extended for 
another year to accommodate additional design and contracting required because of an 
additional €3 million in financing provided by EU. The DMSP has also suffered from delays 
and is now expecting cost overruns which would require redesign. The selection of 
subprojects was delayed due to disagreement over subproject criteria and an over-ambitious 
project design. The project management unit was unable to solve problems in an 
expeditious manner, and ADB supervision was lax. Once subprojects were identified, the 
initial bids for reconstructing nine wharfs were substantially more than what was budgeted, 
causing a need to enter into negotiations with the lowest bidder and, if unsuccessful, to hold 
a second tender and potentially scale-back the project scope. The initial launch of the FSS 
was also delayed because the initial scheme was over-designed vis-à-vis local market 
conditions. While the FSS has been launched, and two routes are operating, these are 
running at losses well in excess of project estimates. Other routes are suffering 
implementation delays due to difficulty in obtaining insurance cover in the Pacific, following a 
major incident in Tonga in 2009. Similarly, the processing of the second subprogram of the 
ERSP has been delayed by slow progress in formulation and issuing the 2011 Budget and a 
new medium-term National Stretegic Plan.  
 
55. Conversely, some projects have been implemented in a highly expeditious manner. 
The Establishment of Solomon Islands Marine Safety Administration TA was identified as a 
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project that was excellent from design to implementation. This was attributed to a project 
management consultant who was able to work well with, and utilize effectively, local 
consultations, and was able to coordinate and communicate well with counterpart officials.  
 
56. Despite delays, resources have been used efficiently in terms of generating 
economic returns. The rehabilitation of the Guadalcanal east road facilitated the restoration 
of the largest oil palm plantation in the country whose output in 2009 was estimated at $25 
million. Similarly, the rehabilitation of the Guadalcanal east road, and the restoration of law 
and order, has contributed to the decision by private investors to restart operations of the 
nation’s largest gold mining operation in 2011 (footnote 28). In addition, improved roads led 
to commencement of mobile banking services as well as establishment of ATM services in 
East and West Guadalcanal and Auki in Malaita. Ongoing grant operations are expected to 
use resources efficiently to generate positive economic rates of return. Screening criteria for 
subprojects under SIRIP, SIEAP, SIRIP-2 and the DMSP all require evidence that economic 
infrastructure investments are economically justifiable, and will demonstrate economic 
internal rates of return of at least 12%. 29 The 2010 ERSP, by supporting reforms aimed at 
restoring a sustainable fiscal balance and improving the business environment, is expected 
to enhance competitiveness and make the growth process more sustainable.  
  
57. Projects which exited the portfolio during the CPS period have generally achieved 
their objectives and used resources efficiently. Only one loan project, the Post Conflict 
Emergency Rehabilitation Project, has closed during this period, and that was rated, at 
completion, as successful. Two advisory TAs (SOE Reforms and Private Sector Participation 
and the Diagnostic Assessment of the Interisland Transport System) were rated partially 
successful, in both cases because of insufficient progress with privatization and performance 
tracking of SOEs. Both TAs did, however, make important contributions to achieving project 
outcomes (i.e., improving SOE regulations and to identifying maritime reforms). The majority 
of the advisory TAs have achieved or exceeded their objectives. Advisory TAs for Interisland 
Transport Reforms and Strengthening Disaster Recovery Planning and Coordination were 
rated a success and the TA for Institutional Strengthening of the Ministry of Infrastructure 
and Development and Supporting Business Law reform were rated as highly successful.  
 
58. ADB’s assistance has been successful in terms of delivering the results envisaged in 
the main CPS focus areas and sectors. ADB’s assistance has successfully restored key 
transport links on Guadalcanal and is making progress towards improving road and maritime 
networks, which will substantially improve domestic connectivity in the more remote parts of 
the country. ADB support has helped the government to establish systems for transport 
planning, investment programming, maritime safety and road maintenance. Assistance for 
improving the enabling business environment has contributed to a major improvement in 
company law, secured transactions, and in the regulations governing state enterprises. In 
retrospect, CPS results targets in the area of SOE privatization may have been ambitious, 
and it is now understood that more efforts will need to be made to build popular awareness 
and political support for SOE reforms.  
  
D. Effectiveness  

59. ADB support provided during the CPS period is assessed as being “effective.” 
Effectiveness is measured in terms of the programs performance in delivering agreed 
results, according to the objectives and targets set forth in results frameworks of country 
strategies and programs from 2006 to 2010. A detailed listing of the strategic goals, targets 
and performance achievements is provided in Appendix Table A4.  

                                                        
29  An exception to this is the DMSP which allows using EIRR lower than 12% (i.e., 8%) as approved by Minor 

Change in Scope in June 2010. This is in accordance with the provisions for project screening under lower 
EIRR in ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries. Manila.  
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60. Factors contributing to the success of ADB support in delivering results included: (i) 
the restoration of law and order—despite RAMSI, there were serious lapses in law-and-order 
during the review period; (ii) the continuity of the country team in programming and policy 
dialogue; (iii) RAMSI’s capacity building efforts (including provision of advisors) in key 
government institutions; (iv) development partners willingness to coordinate, harmonize, and 
provide funding support to ADB-assisted projects; (v) involvement of core, experienced staff 
from ADB for many years in developing the transport assistance program; (vi) involvement of 
highly qualified, long-term consultants in various aspects of business law reform; and (vii) the 
on-the-ground presence of a Resident Development Coordinator. Political instability—caused 
by the 2006 Honiara riots, the April 2007 earthquake and tsunami, and the political 
disturbances in the second half of 2007, which led to a new government in December 2007—
has adversely impacted implementation of ADB’s program. Providing support for transport 
infrastructure and services is challenging due to the lack of capacity in MID, and ineffective 
government systems (e.g., for integrated planning, public financial management, and 
procurement) relating to transport policies and strategy. Remoteness of projects with poor 
accessibility in earthquake and tsunami damaged sites and implementing government policy 
of building its construction industry through capacity development of national contractors, 
community groups, national consultants including women to undertake road maintenace in 
rural areas has been challenging. It required a lot of time for upfront training before awarding 
contracts.  
 
61. Transport. In the transport focus area, ADB’s main strategic objective was to provide 
transportation infrastructure and services by rebuilding supporting infrastructure. Targets 
included: (i) the development and updating of the NTP; (ii) establishment of NTP funding 
challenges and mechanisms; (iii) contract management systems put in place for MID; (iv) 100 
kms of rural roads and 12 rural wharves rehabilitated by 2012; (v) road maintenance via 
labor-based methods implemented in five provinces; (vi) a FSS established with suitable 
arrangements made through uneconomic routes; and (vii) critical constraints to rural 
accessibility alleviated. ADB assistance has registered considerable progress towards 
outcomes in each of these areas, including:  
 

(i) NTP. Prepared in 2006 and an updated NTP is being prepared under TA 
4980-SOL to include a 3-year action plan. NTP will be updated every 5 years, 
and the action plan updated every 3 years. The NTP has been refered to as 
the main policy and strategy for the transport sector by the government 
although it has never been formally approved.  

(ii) MID contract management systems. Effective contract management 
systems are in place with the adoption of a MID procurement manual and 
system in 2006. Given that the government introduced new Financial 
Instructions this year (FI2010), a draft procurement manual 2010 has been 
prepared. 

(iii) Rural road and wharf rehabilitation. About 28 km of roads, four wharves, 
two footbridges and a jetty in Western and Choiseul provinces have been 
rehabilitated under the SIEAP. Under SIRIP and SIRIP-2, a contract to 
rehabilitate 72.5 km of gravel roads and 25 bridges in Makira province is in 
progress, and due for completion in February 2012. A contract to upgrade 17 
km of unsealed roads and construct 12 bridges in Guadalcanal province was 
awarded and signed in November 2010 with physical works to commence 
from mid 2011 and is expected for completion in June 2012. Pending the 
outcome of negotiations of the contract prices with the lowest bidder, a 
contract for nine wharves is due to be awarded in early 2011 under DMSP. 

(iv) Labor-intensive road maintenance. Road maintenance using labor-based 
methods have been implemented in Guadalcanal, Malaita, Temotu, Western 
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and Choiseul provinces through SIRIP, SIRIP-2, and SIEAP. SIRIP-2 is 
expanding road maintenance to Central, Makira and Bellona provinces. 

(v) FSS. Although the launching of the scheme was delayed, franchise routes 
have been signed in 2010 between the government and three shipping 
operators, and have now been put into effect. Agreements have been reached 
on subsidies for uneconomic routes. A review of FSS has been completed. 

(vi) Critical constraints to rural access alleviated. Completed projects have 
already made a substantial contribution to improving rural access in 
Guadalcanal. Ongoing transport projects are making good progress towards 
this objective.  

 
62. Business environment. The objectives of ADB support in the area of creating an 
enabling business environment were to reform SOEs, foster legal and regulatory 
improvements, and promote access to finance. ADB assistance was aimed at lowering the 
costs of doing business, boosting competitiveness, and creating an environment conducive 
to private sector led growth. Progress towards these objectives has been considerable, with 
partial achievement of SOE reform and financial development objectives, and near-complete 
achievement of strategic objectives in the business law area.  
 
63. SOEs. In the SOE area, the specific targets related to: (i) strengthening ownership 
and oversight through an SOE Act; (ii) privatization; (iii) commencement of SOE 
restructuring; (iv) an operational SOE Unit; and (v) reduced fiscal allocations to privatized 
SOEs and those under management contracts. Although the SOE legislative reforms has 
progressed as planned, implementation has been slow. In terms of results, an SOE Act was 
enacted in November 2007, but has only become effective when the new SOE regulations 
were promulgated in April 2010. Under the ERSP, the government has, however, made 
commitment to implement the act and regulations. With ADB support, privatization of Home 
Finance Limited was completed in 2009, and Sasape Marine Limited was completed in 2010. 
Neither of these two SOEs have received subsidies after privatization. One large SOE 
(Soltai) has been restructured, and while RAMSI has funded a general updating of the 
financial accounts for the SOEs through 2008, few efforts have been made subsequently to 
ensure that accounts are prepared accurately or on time. A SOE Unit has been established 
in 2008, but it has only three staff members and largely ineffectual without authority to 
monitor and supervise SOEs under its portfolios.  
 
64. Legal and regulatory environment. The main CPS result targets in the legal and 
regulatory area were: (i) passage and implementation of the Companies Act and Companies 
(Insolvency and Receiverships) Act; (ii) Trustee Act passed; (iii) companies registry 
established and institutionalized; and (iv) various business laws reforms identified and 
reformed. Considerable progress has been made against these objectives, albeit with some 
delays. A new Companies Act was passed in 2009 as was a Companies (Insolvency and 
Receivership) Act. The Companies Act, passed in March 2009, makes provision for the 
registration of “community companies”—a special type of incorporation designed for use by 
kin groups. A community company enables the use of assets in a way that benefits all 
members of the community—women’s groups, farming and fishing cooperatives, among 
others—while at the same time removing the potential for abuse. In mid 2010, a manual 
company registration system started operations, and an electronic registration system is 
slated to be operable in 2011. A Trustee Bill has been delayed, but as of late-2010, a new bill 
is being drafted and is to be tabled in Parliament in 2011. A diagnostic review of business 
laws was undertaken as part of TA 4700-SOL, and follow-up work on the Customs and 
Excise Act has been scheduled for 2011.  
 
65. Financial development. ADB’s goals and objectives in the area of financial 
development were to pass a Secured Transactions Act and have an electronic Secured 
Transactions Registry operable by 2009. Based on this, the CPS targeted an increase in the 
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number of secured loans and borrowers using movable assets as collateral. In terms of 
results, a Secured Transactions Act was passed in August 2008 and a Secured Transactions 
Registry is now operational. However, with the 2009 global economic crisis, the overall 
environment for lending has not been buoyant and progress in recording transaction notices 
has been slow.  
 
66. Other objectives. ADB’s country program has also incorporated Pacific regional 
support objectives aimed at fostering improved access to power as a result of greater access 
to biofuels and other renewable energy sources. Towards this objective, a feasibility study for 
a renewable energy pilot project has been carried out, the tendering process is largely 
complete and contracts have been awarded for the supply of generation and distribution 
network equipment. With regional support, progress was also registered in assessing the 
performance of Solomon Islands Office of the Auditor General, 30 in preparing a regional 
demographic and health survey, 31 in preparing a comprehensive economic report (2010), 32 
in reviewing economic conditions and prospects, in reviewing governance of the central 
bank, strengthening monetary policy arrangements, and in preparation of a national strategic 
framework and national plan. 33  
 
67. Outcome targets proved to be overly ambitious in a number of areas, especially with 
regards to the political support for privatization and the time required to enact major policy 
and institutional changes. ADB’s target of four major privatizations executed by 2009 and a 
well-governed and supervised SOE sector proved overly optimistic in the face of waning 
political support for fundamental SOE reform and higher lending to SOEs in 2010. Much has 
been accomplished in the area of improving the enabling environment for PSD, but more 
time has been taken than was anticipated to reform business laws and establishing a 
secured transactions registry, and to establish suitable institutional arrangements for 
enforcing the new business laws.  
 
E. Sustainability 

68. Progress achieved under the CPS is assessed as “likely” to be sustainable, 
despite a challenging development setting. Solomon Islands is highly aid-dependant. 
Technical and human resources are lacking. And there have been serious financing 
shortages registered in 2009 and 2010 as a result of the knock-on effects of the global 
financial crisis. Government leadership and direction in many areas is lacking, and frequent 
political change does expose reforms to regime-change risks. Furthermore, institutional 
weaknesses in the government machinery continue to pose longer-term risks to 
sustainability.  
  
69. In the transport sector, the infrastructure built with ADB support is to a higher 
technical standard than that it was replacing. The roads and bridges that have been built will 
inevitably be vulnerable to the vagaries of floods, landslides, hurricanes, and other natural 
disasters, but disaster preparedness capacity has also been improved. Moreover, since 
2008, explicit recognition of climate change risks in ADB transport projects, has meant that 
the infrastructure is substantially less vulnerable to natural disaster risks. ADB projects have 
emphasized the importance of regular maintenance of transport infrastructure, both through 
labor-intensive techniques, and more importantly, through professional contracting-out of 
routine maintenance services, local contractors, and rural community groups. Government 
has started to devote its own resources to road maintenance, and the development of the 
                                                        
30  With the support of TA 6360-REG Strengthening Governance and Accountability in Pacific Island Countries 

and TA 6499-REG: Strengthening Governance and Accountability in Pacific Island Countries (Phase 2).  
31  With the support of TA 6414-REG Preparation of the Demographic and Health Survey (DHS).  
32  With the support of TA 6463-REG Stregnthening Pacific Economic Analysis and Policy Development.  
33  With the support of the IMF Pacific Economic Management Technical Assistance (PEMTA) under TA 7280-

REG.  
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NTP and the NTF, and the extensive institutional capacity building anticipated under the 
TSDP, will improve the human and financial capacity to manage transport assets in a more 
rational manner. Institutional reforms in the transport sector, and most notably the change in 
MID’s role from a traditional to a more policy-oriented infrastructure ministry, appear to be 
firmly established, and through ADB projects, considerable capacity has been built in local 
contractors and rural community groups. Similarly, establishment of a Maritime Safety 
Administration is off to a good start, and regulatory reforms governing maritime transport 
have already been tested in practice. Certain aspects of ADB’s transport sector support, 
such as the FSS, are experimental, and will inevitably have to be fine-tuned in practice. 
Likewise, use of the NTF is bound to encounter political resistence in setting subproject 
priorities, but the principle of using such a fund to consolidate transport spending is likely to 
be sustained. A Board of Directors, with representation of the development partners, has 
been set up to approve subprojects seeking funds from the NTF.  
 
70. Prospects that progress made under CPS projects in the enabling business 
environment focus area are likewise good. The new Companies Act has already been put 
into effect, and the company re-registration process is proceeding well. The progress of SOE 
reforms had been slower than anticipated, but the government has agreed under the ERSP 
to forge progress on this. SOEs have low capacity and resources to comply with the financial 
reporting requirement under the SOE Act (i.e., the preparation and auditing of financial 
accounts). The enforcement of the newly promulgated SOE Regulations 2010 will promote 
commercialization orientation, governance, transparency, and hard budget constraints 
among SOEs. Despite the slower than expected progress in SOE reforms, there exists some 
progress in privatization of a few small SOEs including Home Finance Limited, Soltai, and 
Sasape Marina Ltd. Tangible benefits have already been secured through less fiscal burden 
and contingent liabilities for the privatized SOEs.  
 
71. Despite reasonably good prospects that the benefits of ADB support will be 
sustained, sustainability of ADB’s projects is vulnerable to weaknesses in asset 
management and operations and maintenance systems. Likewise, sustaining progress in 
enterprise policy reform is vulnerable to reform fatigue, to pockets of reform resistance within 
the politicians, civil service and SOEs, and to governance and capacity constraints.  
 
F. Development Impacts  

72. Progress made towards achieving country, sector and cross-sectoral impacts, 
as specified in the CPS Results Framework, is assessed to be “satisfactory.” The full 
results of the country program initiated during 2006–2010 will not be fully realized for another 
5–10 years, when the reforms are fully implemented and projects initiated under the CPS 
come to fruition. However, ADB assistance, with the generous support of several 
development partners, has made an important contribution to a process of private sector-led 
growth. In so doing, it has also helped to consolidate the peace process.  
 
73. Poverty. The strong economic recovery from 2003 to 2008 will have contributed to 
poverty reduction, the ultimate goal of the CPS, although poverty conditions cannot be 
reliably assessed because of a lack of up-to-date data and analysis. A study by Solomon 
Islands Statistics Office and the United Nations Development Programme (UNDP) in 2008, 
which analyzed data from the 2005/06 national household income and expenditure survey, 
estimated that approximately 11% of the population was living below the food poverty line, 
while almost one-third of the population lived below the basic-needs poverty line. A 2009 
analysis of the household income and expenditure survey data by W. Narsey suggests, 
however, that the methodology and calculations in Solomon Islands Statistics Office/UNDP 
study were flawed and in fact the incidence of basic needs poverty is significantly higher in 
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rural areas compared with provincial urban areas and Honiara. 34  In terms of social 
development, Solomon Islands still ranks very low, in regional comparison, in both basic 
education and health indicators, as well as in gender-related development indexes. The 
gender gap in school enrollment persists especially at higher levels of schooling. Levels of 
access to basic health and social services remain low, and gender-based violence is 
prevalent. Loss of forest cover is proceeding at an alarming rate (Appendix Table A1.4). 
Greater participation of women in labor-intensive road maintenance contracts as well women 
contractors have emerged under the ADB projects. 
 
74. Economic performance. Reversing many years of economic decline, Solomon 
Islands’ economic performance has been solid during 2006–2010 (Appendix Table A1.1). 
Economic growth accelerated to a 10-year high of 8.7% in 2007 and a respectable 6.9% in 
2008, on the back of strong growth in timber exports and primary products. As a result of the 
knock-on effects of the global economic crisis, GDP did not grow in 2009, but exports have 
led a modest recovery in 2010 with GDP forecast to grow at 3.5% for the year. 35 Fiscal 
stability has been maintained throughout the CPS period, with fiscal surpluses recorded in 
2005–2008. Development spending has been robust, at 25%–27% of GDP, reflecting a major 
post-conflict reconstruction effort. Despite the sudden global downturn in 2009, the fiscal 
deficit was contained at just -0.4% of GDP in 2009. With the exception of 2008, when rising 
prices of imported fuel and food boosted inflation to 17%, consumer price inflation has been 
held within single-digits throughout the CPS period. Several years of strict restraint on public 
borrowing have also caused public debt levels, as a share of GDP, to fall from 53% in 2005 
to an estimated 24% in 2010. 
  
75. Economic payoffs to connectivity. Only one infrastructure project has been 
completed and post-evaluated during the CPS period, making it difficult to assess the full 
impacts of transport projects on access-to-markets and services, and on socioeconomic 
development. But that project has had a substantial impact, benefiting more than a third of 
the country’s population, and restoring access to markets and services in the nation’s main 
centers of economic and administrative activity. It has allowed the resumption of the nation’s 
major palm oil plantation, providing paid employment to nearly 3,000 persons. Absent of the 
infrastructure reconstructed under this project, Solomon Islands’ economic recovery would 
surely have been substantially delayed. The main socioeconomic impacts of the Post-Conflict 
Emergency Rehabilitation Project are described, at completion, as follows: 
 

The East Guadalcanal road link to Honiara (34 km) has been restored, allowing 
activity to resume in the country’s largest oil palm plantation, as well as facilitating 
work expected to allow the very significant Gold Ridge mine to reopen by 2010. This 
road, and all other roads reconstructed or rehabilitated under the project, provides the 
local population with improved access to social and economic opportunities and 
services. The road from Honiara west to Naro Hill was restored, providing access to 
markets and services as well as enabling the restoration of tourism. In urban areas of 
Honiara, critically important local roads were restored, greatly improving access and 
services in the capital. On Malaita, the road to the south was restored, as was the 
sealed road to the airport. Bridges were repaired or replaced on both the north and 
the south Malaita road, thus opening up large sections of them to all-weather traffic 

                                                        
34  Solomon Islands Statistics Office and UNDP Pacific Centre. 2008. Analysis of the 2005/06 Household Income 

and Expenditure Survey. Honiara; and W. Narsey. 2009. The Incidence of Poverty in Solomon Islands, the 
UNDP 2008 Results, Some Questions about Methodology and Data and some Preliminary Alternative 
Perspectives. Presentation given at the University of South Pacific Development Dialogue, 17 September, 
Honiara, Solomon Islands. 

35  The government’s index of monetary production shows an increase from 162 in 2006 to 188 in 2009. The 
comparable index of non-montary production shows a rise from 161 to 187 over the same period. This 
suggests that the more subsistence oriented parts of the economy also benefited from the economic 
recovery. Government of Solomon Islands, 2010. CBSI Annual Report 2009. Honiara, p.13. 
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for the first time since the conflict. This has generated economic activity and improved 
access to social services. Additionally, largely through the role of other development 
partners, the operations of local governments, schools, clinics, and other basic 
services in the conflict areas have returned to pre-conflict levels. An estimated 
186,000 people, or 36% of the national population, have benefitted from the project. 36 

  
76. Solid progress is being registered under the ongoing infrastructure projects. As these 
projects come to fruition, the expected socioeconomic benefits will include travel time 
savings, reduced vehicle operating costs and fuel use, and reduced passenger travel and 
freight charges. Rehabilitated roads and bridges are likely to generate more traffic, promote 
more agricultural production, encourage increased cultivation of land with agricultural 
potential, allow the marketing of cash crops for national and international trade and provide 
opportunities for people to travel for employment. Already, these projects are creating local 
employment during their construction and maintenance. Communities have been actively 
involved in maintaining rural roads. In some areas, this is leading to the development of the 
first community-based construction companies. The SIEAP is rehabilitating roads and 
bridges, and water supplies essential to the restoration of economic activities, including 
agricultural exports and access for tourism in the affected areas. The DMSP, when fully 
implemented, is expected to result in travel time savings, reduced cargo loss and spoilage of 
agricultural products, reduced vessel operating costs and fuel use, and increased maritime 
travel safety. Reliable maritime services will in turn promote more agricultural production, 
facilitate marketing of rural output, and improve access to essential social services.  
  
77. Transport sector institutional impacts. The impacts of ADB assistance on 
transport sector policy and institutional performance have been substantial. The role of MID 
has shifted from being a traditional public works ministry to being more of a policy, planning 
and contracting-out ministry. Systems, staffing, procedures and mindsets have demonstrably 
changed over the past 5 years. The ministry has been restructured, has clear organizational 
development plans, and has well-established procedures for contracting-out civil works and 
road maintenance. Transport sector development is now guided by the NTP and with the 
establishment of the NTF, adequate arrangements for setting priorities and channeling 
resources to high-priority transport system requirements have been put in place. The new 
TSDP is expected to add some 11 staff to the MID and another 40 staff on contract to 
supervise road maintenance and other transport projects, while substantially improving 
capacities for asset management in the transport sector. In the maritime area, the 
establishment of the Maritime Safety Administration, and the revision of laws and regulations 
affecting ship safety, is expected to have important travel-safety impacts. The Maritime FSS 
has been started, with five of the seven routes already tendered. These have, for the first 
time, provided a reliable source of internal transport for some of the most remote islands in 
the country. With ADB support, local insurance companies have developed suitable 
insurance products for domestic ships, and ship owners have begun to secure insurance 
cover. In the civil aviation area, ADB’s comparative aviation analysis contributed to the policy 
decision to liberalize the aviation market in 2007, and allow Pacific Blue to begin flights from 
Australia to Honiara, in direct competition to the national airline.  
 
78. Private investment take-off. Increased private investment was one of the main 
objectives of ADB support for an enabling business environment. From negligible levels in 
the early part of the decade, foreign investment applications soared to SI$4.6 billion in 2007 
and SI$4.9 billion in 2008. Despite the adverse effects of the global financial crisis, approved 
foreign investments in 2009 were valued at SI$1.9 billion. Credit to the private sector has 
substantially increased, as domestic business activity picked up. From 2006 to 2012, credit 
to the private sector more than doubled from SI$620 million to SI$1.3 billion. In 2009, 

                                                        
36  ADB. 2009. Project Completion Report. Solomon Islands: Post Conflict Emergency Rehabilitation. Manila, 

p.4.  
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financial markets tightened, with credit to the private falling by a modest 4.1% to SI$1.22 
billion. 37  
 
79. Aggregate business sentiment indicators have been slow to capture the 
improvement in the business environment. The IFC and World Bank’s Cost of Doing 
Business Indicators suggest that there has been little progress in the time and cost required 
to start a business, undertake construction or in the time required to export and import 
between 2005 and 2010. 38 Import and export costs continue to exceed $1,000 per ton, and 
reflect the high cost of shipping and other infrastructure constraints (Appendix Table A5). 
However, ADB’s country performance assessment (CPA) index does show improvements in 
the business enabling environment with aggregate CPA scores for economic and social 
policy and institutional performance rising from 2.9 to 3.3 between 2006 and 2010, and 
scores for public sector management and governance performance rising from 2.8 to 3.1 
over the same period (Appendix Table A6). The improved ADB’s CPA index is partly a result 
of a substantive increase in the score for business regulatory environment from 2.5 in 
2007−2009 to 3.0 in 2010, which reflects the reduced time to register business from months 
to one day as a result of the new Company Registry being operationalized since 1 July 
2010. The ADB regional TA Pacific Private Sector Development Initiative has assisted 
Solomon Islands Government in esablishing and manual and electronic operating of the new 
Company Registry.  
  
80. ADB business law interventions have had significant impacts. The new 
Companies Act, Companies (Insolvency and Receiverhsips) Act and Secured Transactions 
Act replace business laws that were outmoded and had extremely high compliance costs, 
forcing many companies to operate informally. No provisions were made under the previous 
Companies Act for traditional companies, or those which share common property. Under the 
new Companies Act, all companies are required to re-register, and explicit provisions were 
made for community-companies. In the first 2 months in which the new Companies Act was 
in place, some 45 new companies and 143 existing companies registered. The time required 
for company registration has been brought down to 1–2 days rather than 2–3 months in the 
past. A new secured transactions registry was established in 2009, which will ultimately help 
improve access by small and medium enterprises and smaller investors to the financial 
markets.  
 
81. Support in the business law area has also had an impact on the government’s 
institutional capacity to improve its business laws and its more general law-making capacity. 
Some 6 years ago, the government was effectively unable to review, revise or even print or 
disseminate new laws. It now engages in routine consultations with the private sector on 
commercial law reform, disseminates new laws widely, has a working printing press 
capacity, and has demonstrated its capacity to modernize the commercial laws. Currently, 
the government is studying the Customs and Excise Act and a revised Trustee Act, all of 
which are aimed at further improving the business law setting.  
 
82. SOE reforms. ADB support did contribute to the preparation and adoption of a new 
SOE policy, a new SOE act and regulations. The boards of three SOEs were restructured, 
and one SOE (Home Finance Limited) was privatized in 2007 and another (Sasape Marina 
Limited) was tendered for privatization in 2010. SOE accounts were prepared and analyzed 
to assess financial performance from 2002 to 2008. On balance, however, the impacts of 
these measures were limited, because while the SOE Act and regulations have been 

                                                        
37  Government of Solomon Islands. Central Bank of Solomon Islands Annual Reports for 2007, 2008 and 2009. 

Honiara.  
38  The cut-off date for IFC DBI is end-June. Therefore, the WB/IFC Doing Business Indicators 2010 does not 

recognize the progress made under the new Company Registry supported under ADB’s Pacific Private Sector 
Development Initiative, which became effective and operationalized on 1 July 2010.  
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passed, their provisions are not being enforced, SOEs continue to receive bail-outs and the 
political will to reform has been limited for the past several years.  
 
83. SOEs continue to drag the economy down. In the late 1990s, as part of its 
structural adjustment program, the government undertook an aggressive restructuring and 
divestiture program for its 21 SOEs, preparing several for sale and completing two 
privatization transactions before the tensions erupted in 1999/2000. With the ensuing 
change in government, the privatization program was halted, and efforts to restructure SOEs 
effectively abandoned. SOE performance deteriorated, with the Development Bank of 
Solomon Islands put under the administration of CBSI in 2005 and the balance of the SOE 
portfolio generating net losses in every year except 2004. A financial restructuring of the 
SOE portfolio in financial year (FY) 2008 cost MOFT an estimated SI$220 million, bringing 
the total government contributions to at least SI$398 million ($52 million) for the FY2002–
2008 period. In FY2008, the most recent year for which financial statements are available, 
six out of the 13 SOEs were technically insolvent and many of the SOEs were failing to meet 
service delivery targets in key infrastructure sectors such as power, water, 
telecommunications, and transport. Solomon Islands’ SOEs still account for nearly a quarter 
of the country’s total fixed assets, but they generate negative value added, which is 
estimated to have cost the country 1%–2% of GDP growth per year. From 2002 to 2009, the 
SOE portfolios’ average return on equity was -13.9% despite receiving highly subsidized 
debt. 39  
 
84. Factors which have contributed to the degree to which ADB’s program has had a 
positive impact include: (i) the restoration of law and order which has allowed infrastructure 
projects to proceed; (ii) strong government ownership for transport and business law 
reforms; (iii) multi-donor support for infrastructure and business law projects, which allowed 
these to be significantly scaled up; and (iv) growing involvement of the private sector in 
delivering transport services and rehabilitating and maintaining transport infrastructure. 
Factors which have reduced the impacts of ADB operations included: (i) political resistance 
to more forceful SOE reform; (ii) institutional and financial capacity constraints; and (iii) the 
time required to institutionalize and ensure sufficient socialization of transport and business 
law reforms. 
 
G. ADB and Borrower Performance 

85. ADB’s performance is assessed to be “satisfactory.” In 2004, ADB responded 
with alacrity to deliver results-on-the-ground by reactivating the Post-Conflict Emergency 
Rehabilitation Project to reconstruct and rehabilitate the major transport arteries of 
Guadalacanal and Malaita. Not only did this help to restore economic and social services in 
the main commercial heart of the country, but it also demonstrated to a socially-torn and 
skeptical population that the government could deliver concrete on-the-ground results. ADB 
was sensitive to the imperative of tailoring its assistance to the needs of a fragile state—its 
support to Solomon Islands was highly focused in areas of ADB’s comparative advantage, 
contained a substantial capacity building and partner coordination element, and was flexible 
and responsive in a volatile development context. ADB has responded with alacrity to 
natural disasters, weaving in support for emergency reconstruction and disaster preparation 
operations with its more developmental transport projects. It has developed a sequence of 
transport projects that have incrementally focused on boosting rural connectivity while 
building the ministry’s capacity to put transport program investments on a more rational 
footing. It has also responded in a rapid and flexible manner to the global financial crisis in 
2009 by designing and delivering much-needed support to the budget through the ERSP.  
                                                        
39  ADB. 2010: Finding Balance 2011: Benchmarking SOE Performance in Fiji Islands, Marshall Islands, Samoa, 

Solomon Islands and Tonga. Manila. 
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86. ADB has been especially successful in donor coordination, and has leveraged a very 
small country allocation into a much larger public investment effort. ADB has acted as the 
lead donor for infrastructure in Solomon Islands and its infrastructure projects have 
catalyzed considerable cofinancing from AusAID, EU, and New Zealand Aid Programme. 
ADB has convened regular infrastructure workshops involving all major stakeholders. It has 
brought in a technical-cum-engineering perspective to bear on transport system 
development which has complemented other partners who approached the sector more from 
the perspective of employment generation. Progress is being made in moving towards an 
infrastructure SWAp based on the existence of a single, accountable government managed 
mechanism to hold and disburse pooled donor funds in the infrastructure sector. An 
important step in harmonization and alignment has been the passage, with ADB assistance, 
of the National Transport Fund Act in 2009.  
 
87. ADB and Australia are jointly financing the Pacific Regional Audit Initiative which is 
being coordinated through the Pacific Islands Forum Secretariat. ADB PSD work in Solomon 
Islands is primarily carried out under the AusAID cofinanced Private Sector Development 
Initiatives. In 2009, ADB has played a critical role to initiate the formulation of cluster 
program (i.e., ERSP) to respond to the global economic crisis. Although ADB’s financial 
support was limited, 40 the ERSP grant leveraged substantial resources from AusAID, EU, 
IMF, and the New Zealand Ministry of Foreign Affairs and Trade. To coordinate the 
government’s and development partners’ response to the global economic crisis, ADB is a 
member of Solomon Islands Government-chaired Core Economic Working Group (CEWG), 
which comprise also AusAID, EU, New Zealand Aid Programme, RAMSI, and World Bank. 
ADB also participates in bi-annual high-level government/donor roundtables, the last 
example of which was held in July 2008, as well as monthly donor coordination meetings. 
These mechanisms have resulted in improved government and donor coordination. 
Establishment of a Development Coordination Office in Honiara, co-located with the World 
Bank, in November 2008, has substantially strengthened cooperation and coordination with 
other development partners. 41  
  
88. ADB has been highly successful in policy dialogue in the transport sector, and in the 
reform of the Companies Law and Secured Transactions Act. Transport projects have been 
generally well-designed, although poor data available on unit rates of civil works has 
resulted in under-estimating costs at the project design stage leading to delays and cost 
overruns. Preparing the first SIRIP without a project preparatory TA proved to be a mistake, 
and rolling-out a FSS without pilot-testing it first may also prove to be a design error. 
Moreover, at the project preparatory TA stage, more consultation is required with 
stakeholders who would be affected by the projects. On balance, ADB’s efforts to reform 
SOEs proved over-ambitious, and more support could have been provided to socialize and 
assist in the implementation of the SOE Act. ADB’s support for the economic reform program 
in 2010 was timely, although to foster greater synergies with the program, more emphasis 
should have been placed on measures aimed at improving the enabling business 
environment.  
 
89. ADB’s project supervision has generally been timely and of high-quality. 
Implementation problems have been clearly identified and dealt with expeditiously. Long-
standing involvement of highly qualified and experienced ADB projects officers in the 
transport sector has considerably enhanced supervision quality. Grant projects have been 

                                                        
40  ERSP 1 was approved in March 2010 for $5 million. ERSP 2 is scheduled for approval in 2011 for an 

additional $5 million.  
41  ADB. 2010. Response to the Cairns Compact: Development Partner Reporting 2010, Qualitative Assessment 

for 2009, Solomon Islands. Honiara.  
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supervised 2 or more times a year, and TAs for an average of a week per year. Except in 
those cases in which the lead consultant firms have under-performed, or in which political 
considerations have clouded subproject selection, periodic supervision from ADB 
Headquarters in Manila and ADB Office in Sydney has proven adequate. Development 
partners, while appreciating ADB’s willingness to jointly supervise co-funded projects, have, 
however, complained that ADB mission timing constraints have made it difficult to 
synchronize project supervision visits with their own schedules. On-the-ground supervision 
of transport projects, through an in-country presence of an ADB infrastructure specialist, 
may be a more effective way of supervising projects.  
  
90. The government’s performance is likewise assessed to be “satisfactory.” The 
urgent imperative of post-conflict reconstruction, a very limited number of skilled personnel in 
the public service, frequent political change, the need to respond expeditiously to natural 
disasters, and the challenge of absorbing large, projectized aid inflows, has strained the 
public service’s ability to lead a development assistance partnership. Despite these 
constraints, the government has cooperated successfully with ADB in the design and 
implementation of a number of challenging transport projects. It has added professional staff, 
changed the role, and improved its contracting-out and financial management capacities of 
MID. 42 It has established a new Maritime Safety Authority, modernized boat registration and 
safety regulations, and introduced new franchise arrangements for inter-island shipping. To 
put its infrastructure spending on a more rational basis, the government has established and 
updated a NTP and a National Transport Fund Act, and is consolidating the management of 
donor-assisted infrastructure projects. It has encouraged other partners to pool their 
resources with ADB in the transport sector, and more recently in support of the ERSP. In the 
enterprise area, the government has substantially reformed the systems for registering 
companies and registering moveable security. Government’s willingness to open-up the 
enterprise policy dialogue to the private sector has paved the way for a more widely-owned 
regulatory reform process. RAMSI support personnel embedded within the government have 
also made important contributions to the ADB–government partnership, particularly in terms 
of formulating and assisting in the implementation of economic reforms. With the exception of 
2009, when the global financial crisis put a severe dent in public finances, the government 
has provided its counterpart financing in a timely manner. Also in 2009 and early 2010, a 
freeze on civil service hiring has delayed plans for staffing and funding newly created 
institutions supported by ADB. 
 
91. Some aspects of the government’s performance merit improvement. First, 
securing and sustaining commitment to politically contentious SOE reforms has been difficult 
because, in some cases, politicians serve as directors on SOE boards. Second, 
government’s leadership of the aid coordination process, while improving, has still resulted in 
a proliferation of donor-funded projects whose parallel implementation structures crowd-out 
development and use of country systems. The MID, and government in general, have never 
rejected aid projects, and this leads to a situation in which that ministry has too many projects 
and TAs. This has also contributed to delays in project approvals. Third, while government 
has provided high-level support for ADB projects, in some cases, there has been a lack of 
filtering down of that support to the operational level. Fourth, coordination across government 
agencies has been difficult to achieve, and in many instances, project consultants and ADB 
officers, rather than government executing agencies and implementing agencies, have had to 
exercise leadership in project design and implementation, including problem solving. The 
same weaknesses in country systems have also frustrated government’s participation in a 
number of ADB’s regional advsiory TAs.  
  

                                                        
42  More supervisors as well as technical and quality assurance staff are, however, needed to ensure that works 

contracted-out by MID are effectively delivered.  
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H. Overall Assessment  

92. The overall rating accorded to the CPS is “successful.” In retrospect, it is 
remarkable that Solomon Islands has risen from the brink of near-collapse in 2003 to record 
solid economic growth, attract large foreign investment inflows and respond with alacrity to 
natural disasters and the global financial crisis. ADB support in transport and the business 
enabling environment was relevant to the needs of the country and it was well-positioned to 
complement assistance from other partners. Despite severe resource contraints, an 
important and innovative program was delivered, which attracted the financial support of 
several partners. Program implementation has suffered from delays, but this is to be 
expected in a geographically challenging setting which experiences frequent natural 
disasters. The program has been effective in delivering results, with major progress 
registered in rationalizing the ways in which infrastructure is planned and delivered, and 
companies regulated and registered. By restoring the country’s main road networks, ADB 
support has already had an enormous economic impact. Progress is being made in 
improving rural connectivity, in the more remote islands, which is essential to fostering 
inclusive growth and poverty reduction. ADB and the government have both performed their 
respective roles well, and while budget constraints and weak institutions are inevitably a 
threat, provisions have been made to secure the sustainability of ADB supported 
investments, institutions, and reforms.  
 

III. KEY LESSONS AND RECOMMENDATIONS 

93. Sector and driver-specific lessons are included in the CPS Final Review table 
(Appendix Table A7). Four main crosscutting lessons can be drawn. First, a highly selective 
assistance approach positioned on improving domestic transport connectivity and enhancing 
the business environment was appropriate, and allowed ADB to leverage its comparative 
advantage in ways that would address several binding constraints to poverty reduction 
simultaneously. Second, given an open economy, fragile institutions, a fractious political 
system and frequent natural disasters, conditions will inevitably change from year-to-year in 
Solomon Islands—operating with clear medium-term development goals and objectives in 
mind, but responding flexibly to changing circumstances is necessary to remain relevant and 
responsive. Third, policy and institutional reform requires a long-term commitment, tailoring 
reform to meet the particular social and economic requirements of Solomon Islands, multi-
stakeholder dialogue to build awareness and ownership, and a period of time before new 
policies are fully implemented and evoke the desired policy response. Fourth, working 
effectively with other development partners was crucial to the success of the ADB–
government partnership. 
 
94. The global economic crisis has placed immediate pressure on Solomon Islands’ 
economy. In the years to come, depletion of natural forests is expected to drag down growth, 
and put pressure on government revenues and the balance of payments. New sources of 
private-sector growth will need to be nurtured. For growth to contribute to poverty reduction, 
it must be broad-based and accompanied by improved service delivery. To reduce 
constraints to PSD and improve the business environment, further efforts are needed to (i) 
improve infrastructure; (ii) continue to open up public utility markets to competition; (iii) 
reform SOEs; (iv) simplify the licensing and tax systems; (v) improve access to financial 
services in the provinces; and (vi) strengthen land reform. A core challenge to the country’s 
economic and social development lies in governance. Improving public sector management 
is needed to ensure a more effective delivery of infrastructure and essential services. 
 
95. Focus, selectivity and partnerships to be responsive to a fragile state. 
Experience suggests that for ADB, with its limited resources, to have a positive impact, it 
must remain highly selective and focused and stay engaged for the long run in the sectors in 
which it assists. Government and several of the development partners would like to see ADB 
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expand its assistance focus into other areas, but doing so would jeapordize progress made 
in transport and the private sector enabling environment, where much remains to be done. 
Engagement in a fragile state needs to be selective and focused, and strategic partnerships 
are essential. 43 A strong emphasis on aid coordination and cofinancing can help to scale-up 
projects, to ensure that consistent policy reform messages are provided, and can reduce aid 
transaction costs to the Solomon Islands Government. Coordination between ADB’s regional 
assistance program and its country assistance program is also a challenge, with regional 
projects in the power sector and information and communication technology under 
preparation that would require scarce country resources, and inadvertently dilute the focus 
of the ADB assistance effort. Although the country has many constraints to address, there is 
a trade-off between spreading ADB resources thinly across many sectors and having a 
meaningful impact.    
  
96. Building on what has worked well in transport. Tremendous progress has been 
registered in the transport sector. But for the vast bulk of the population, access to markets 
and services remains poor, and much needs to be done to improve connectivity at all levels. 
Decades of neglect imply that there is still a large overhang of overdue repairs and 
maintenance to be addressed. Moreover, natural disasters are bound to occur and increase 
in frequency and severity with global warming which implies that disaster response will have 
to be an integral part of transport sector assistance. There is now a large portfolio of ongoing 
ADB assisted transport projects. Ensuring that these are implemented effectively is a 
challenge, and there would be merit in posting an ADB transport specialist at the Honiara 
Coordination Office to help in supervision and to ensure that problems that arise are 
addressed in a timely manner. To improve project sustainability prospects, more emphasis 
also needs to be accorded to asset management and to ensure that climate change 
considerations are incorporated into all public investments in the transport sector. Under the 
TSDP, conflicts are bound to arise between political preferences for new infrastructure 
versus the imperative of maintaining what exists already. Making the transition from the 
TSDP into a transport sector SWAp will require ADB’s concerted support to the government 
in developing sector policies, stregnthening financial management systems, and building 
sector and project tracking capacity.  
 
97. Forging good governance. Governance is improving but much more needs to be 
done. Public sector performance is hampered by weak policy making capacity, key 
government functions that are under-resourced or simply neglected, weak public service 
management and management information systems, inappropriate organizational structures, 
and weak intra-government coordination processes and mechanisms. ADB’s field presence 
is important to ensuring that policy dialogue focuses on strengthening governance. ADB 
assistance in the areas of transport and the business-enabling environment could help 
to address some of these at the ministry or sector level. This will reinforce broader reforms of 
public sector management that are currently being supported by other development 
partners.  
 
98. Deepening SOE reforms. Progress has been disappointing, but SOE reform 
remains critical to improving service delivery, creating a level playing field for the private 
sector, and easing pressure on the budget. More effort needs to be made to ensure that the 
high costs of the SOE status quo are widely known and understood. Forging close links with 
other partners working in this area is crucial to consolidating support for SOE reform. ADB 
should work together with other partners to: (i) support SOE reform champions; (ii) build 
awareness and consensus for SOE reform; (iii) assist in the implementation of the SOE Act, 
including ensuring that the SOE Unit operates effectively; (iv) help to restructure other 

                                                        
43  These are key conclusions of ADB-IED. 2010. Asian Development Bank’s Support to Fragile and Conflict-

Affected Situations. Special Evaluation Study. Manila. 
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distressed SOEs; (v) encourage the opening up of sectors hitherto reserved for the SOEs; 
and (vi) support privatization (in full or part) of the commercial SOEs.  
 
99. Remaining relevant in PSD reform. Important progress has been made in business 
law and regulatory reform area, but the benefits of these reforms will only be realized if the 
new laws and regulations are effectively implemented. Developing institutions that can carry-
out business registration and register movable collateral and secured transactions will take 
time. Moreover, there are other equally pressing constraints to PSD, in areas of land laws, 
customs and tax regimes, and access to financial services that merit urgent reform. After 
several years of diagnostic support, it should be possible to prioritize and sequence PSD 
enabling environment reform, and to encourage the government and partners to support a 
wider PSD reform effort.  
 
100. Program lending. The ERSP was a timely and efficient response to the 2009/2010 
global economic crisis. While budget support was a timely response to the global economic 
crisis, it does carry risks of (i) undermining ownership for sensible reforms if the government 
perceives that these are forced upon them by development partners and RAMSI officials; (ii) 
involving ADB in reform areas (excessively detailed public finance reform, for example) 
which are important but where ADB has limited country-specific resources; and (iii) using 
scarce ADB grant resources to meet budget requirements that could better be met by the 
larger bilateral donors. Going forward, ADB could continue to provide technical support to 
the reform effort or, alternatively, could provide additional resources to the NTF should 
economy-wide program lending prove infeasible.   
 
101. External borrowing preferences. A hardening of aid terms is likely to influence the 
government’s external borrowing strategy.  If the Solomon Islands does become eligible for 
a blend of grants and ADF loans in 2011 or 2012, this should result in a larger CPS 
envelope. However, the shift from grants to a blend of grants and concessional loans is likely 
to influence the type of support that the government seeks from ADB. Already, the 
government has indicated that should it return to public sector borrowing, it would do so 
mainly for projects with high financial and economic returns, including public-private 
partnerships and for projects in the productive sectors.    
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Table A1.1: Macroeconomic Indicators 

 2005 2006 2007 2008 2009 20101 
GDP growth (% per year) 5.4 6.9 8.7 6.9 0.0 3.5 
CPI inflation (% per year) 7.3 8.4 7.6 17.3 8.3 5.0 
Fiscal balance (% of GDP) 1.9 1.2 0.5 -1.7 0.0 … 
Trade balance (US$ million) -17 -63 -75 -52 … … 
Current account balance (% of GDP) -2.8 -5.5 -14.3 -18.6 -20.0 -18.6 
Money supply growth rate (% per year) 42.4 25.9 23.3 6.1 3.1 … 
Credit to Private Sector (% per year) 58.4 58.6 53.3 26.5 -4.2 12.2 
Exchange rate (SI$/US$) 7.5 7.6 7.7 7.8 8.0 … 
Interest rate on deposits (ave. weighted)2 0.94 0.94 0.65 2.04 2.65 2.96 
… = data not available, GDP = gross domestic product, SI$ = Solomon Island dollar, US$ = United States dollar. 
1 Estimate.  
2 Year-end data. 2010 data as of end June 2010.  
Sources: ADB. 2010. Asian Development Outlook 2010 and Update. Manila; Central Bank of Solomon Islands. 2010. 
Quarterly Review June 2010. Honiara; Central Bank of Solomon Islands. 2006–2009. Annual Report. Honiara; IMF. 
2010. Solomon Islands Staff Report. Washington D.C. 

 
 

Table A1.2: Fiscal Indicators (SI$ million, CY) 

 2005 2006 2007 2008 20091 20101 
Total revenues (with grants) 1,461 1,645 2,078 2,429 2,746 3,098 
as % of GDP 46.9 47.3 50.2 48.9 50.6 51.9 
Total expenditures 1,378 1,585 2,059 2,354 2,769 3,050 
as % of GDP 44.2 45.6 49.7 47.3 51.1 51.1 
Fiscal balance 83 60 19 75 -23 48 
as % of GDP 2.7 1.7 0.5 1.5 -0.4 0.8 
Recurrent expenditures 564 764 946 1,184 1,373 1,443 
Development expenditures 814 821 1,113 1,170 1,396 1,608 
CY = calendar year, GDP = gross domestic product, SI$ = Solomon Island dollar. 
1 Estimate and projections.  
Sources: IMF. 2009. Article IV Consultation 2009 – Solomon Islands. Washington, D.C. 

 
Table A1.3: Debt Sustainability Indicators 

 2005 2006 2007 2008 20091 20101 
External debt (% of GDP)2 35.2  33.9  28.3  21.0  19.8  16.3 
External debt (% of exports)2 7.2 4.3 4.3 0.0 … … 
Public debt (% of GDP)3 52.7 57.1 40.3 31.8 27.3 24.0 
… = data not available, GDP = gross domestic product. 
1 Estimate and projections. 
2 External debt source: ADB. 2010. Asian Development Outlook 2010. Manila. 
3 Public debt and all 2010 data source: IMF. 2009. Article IV Consultation 2009 – Solomon Islands. Washington, D.C. 
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Table A1.4: Solomon Islands: Progress on Selected MDGs 

MDG Indicator Earliest (year) Latest (year) 
Primary enrollment rate (%) 63.2 (2003) 67.0 (2007) 
Gender parity in primary 0.87 (1991) 0.97 (2006) 
Gender parity in secondary 0.61 (1991) 0.84 (2007) 
Under-5 mortality rate (per 1,000 live births) 38 (1990) 37 (2007) 
Infant mortality rate (per 1,000 live births) 31 (1990) 26 (2007) 
Skilled birth attendance (%) 85 (1994) 85 (2007) 
TB incidence rate (per 100,000) 310 (1990) 120 (2008) 
Forest cover (% of land area) 98.9 (1990) 77.6 (2005) 
Safe drinking water (% population) 69 (1995) 70 (2005) 
Basic sanitation (% population) 30 (1995) 32 (2005) 
Source: ESCAP, ADB and UNDP. 2010. Asia-Pacific MDG Report 2010/2011. Bangkok.  
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Table A2: Characteristics of Solomon Islands Country Strategies (2006–2010) 

Strategic Focus CSP Update 
2005–2006 

CSP Update 
2007–2009 

COBP 
2008–2010 

COBP 
2009–2011 

Interim CPS 
2009–2011 

Overarching Goal 
Objective 

Rapid, pro-poor and 
private sector-led 
economic growth. 

Rapid, pro-poor and 
private sector-led 
economic growth. 

Rapid, pro-poor and 
private-sector-led 
economic growth 

Seeks to achieve 
equitable private sector-
led economic growth by 
improving transportation 
infrastructure and 
services and 
strengthening the 
enabling business 
environment 

To reduce poverty by 
promoting equitable 
private-sector-led 
economic growth 
through improved 
transportation 
infrastructure and 
services and a stronger 
business-enabling 
environment.  

Sectors:      
Transport To rehabilitate and 

maintain physical 
infrastructure in locations 
of major economic 
activity, ADB will assist 
Solomon Islands 
Government to 
sustainably develop, 
fund, and manage an 
NTP. To facilitate 
improved availability and 
efficiency of interisland 
transport services, ADB 
will assist the 
government to 
implement a franchise 
scheme for uneconomic 
routes. 

To: (i) support the 
rehabilitation and 
maintenance of physical 
infrastructure, and (ii) 
facilitate the 
improvement of 
interisland transportation 
services. A multi-year TA 
will support the 
continuing development 
of MID as a planning, 
contracting and asset 
management agency 
through a proposed 
Technical Support 
Program. The TA will 
also provide resources to 
create a Maritime Safety 
Authority. 

Support for 
transportation 
infrastructure and 
services. ADB has 
committed substantial 
support to the country in 
response to a strong 
earthquake and 
consequent tsunami on 2 
April 2007 which caused 
significant damage in 
Choiseul and Western 
Provinces. ADB will 
provide assistance in the 
form of disaster risk 
management advisory 
support to the 
government and 
rehabilitation of 
damaged infrastructure.  

ADB’s program will 
continue to focus on 
transport infrastructure 
and services, as the poor 
condition of the transport 
network constitutes a 
major constraint to the 
movement of people and 
goods, and consequently 
to access to income 
opportunities and social 
services. 

ADB's sector strategy is 
to (i) support the 
rehabilitation and 
maintenance of physical 
transport infrastructure, 
and (ii) facilitate the 
improvement of 
interisland transportation 
services. The strategy 
will be implemented 
through (i) grant-
financed investment 
projects that are both 
strategic and catalytic in 
nature, (ii) a strong focus 
on capacity 
development, (iii) policy 
and legal reform, and (iv) 
enhanced use of existing 
aid resources. 

Enabling Business 
Environment 
/Finance 

To improve the policy 
and institutional 
framework for business 

ADB will continue to 
assist the government in 
formulating and 

The government has 
made progress toward 
improving the enabling 

ADB is committed to 
providing continued 
support for structural 

ADB’s PSD strategy for 
Solomon Islands aims to 
provide support to the 
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Strategic Focus CSP Update 
2005–2006 

CSP Update 
2007–2009 

COBP 
2008–2010 

COBP 
2009–2011 

Interim CPS 
2009–2011 

development, ADB will 
assist the government to 
strengthen the legal and 
regulatory environment 
for business investment. 
To enhance the 
efficiency and 
effectiveness of SOEs 
and encourage public-
private partnerships, 
ADB will support the 
conduct of SOE reform 
exercises. 

implementing policy and 
institutional reform 
measures geared toward 
achieving private-sector-
led economic growth. To 
enhance the efficiency 
and effectiveness of 
SOEs, ADB will continue 
to support, SOE reforms 
and private sector 
participation. ADB will 
help the government to 
strengthen the legal and 
regulatory environment 
for private sector 
investment. 

business environment. 
Maintaining and 
reinforcing the reform 
momentum will be vital 
for the completion of 
ongoing reform activities 
and further advancement 
of the reform agenda. 

reforms to improve the 
country’s business 
environment. ADB will 
provide rapid response 
support for policy and 
institutional economic 
reform by maximizing the 
use of the regional TA 
for Private Sector 
Development Initiative. 

government to improve 
the business 
environment through 
modernizing and 
implementing the legal 
business framework, 
improving access to 
finance, and supporting 
SOE reform and greater 
private sector 
participation. 

Cross-cutting 
Themes: 

     

Governance and 
Capacity Building 

ADB will focus on 
capacity building and 
promotion of good 
governance. 

Capacity development 
and the promotion of 
good governance are 
cross-cutting priorities. 

Capacity development 
and the promotion of 
good governance are 
cross-cutting priorities. 

Structural reform 
support, capacity 
development, and the 
promotion of good 
governance are 
priorities. 

Capacity development 
and the promotion of 
good governance are 
guiding priorities in this 
context, and to the 
extent possible, links 
between the priority 
areas will be leveraged. 

Fragile State 
Focus 

 ADB will: (i) focus on 
state building 
(governance, effective 
institutions, and business 
environment); (ii) align 
ADB’s core strengths 
with local priorities; (iii) 
closely cooperate, 
coordinate and, to the 
extent possible, 

In view of development 
constraints, government 
priorities, ADB’s 
comparative advantage, 
and effective division of 
labor among 
development partners, 
ADB will continue its 
highly focused strategy 
and program, and seek 

 ADB will continue to (i) 
focus its assistance on a 
relatively limited number 
of binding constraints; 
strengthen the 
cooperation and 
coordination with other 
development partners 
through the newly 
established ADB 
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Strategic Focus CSP Update 
2005–2006 

CSP Update 
2007–2009 

COBP 
2008–2010 

COBP 
2009–2011 

Interim CPS 
2009–2011 

harmonize with other 
development partners; 
(iv) further enhance its 
responsiveness within its 
focus areas; and, (v) 
remain engaged for the 
long-term. 

to maximize impact in 
two priority areas. Taking 
into account the public 
debt situation, and in line 
with prudent government 
policy commitments, 
ADB will not provide new 
lending to Solomon 
Islands until the debt 
situation further 
stabilizes. 

development 
coordination office in 
Honiara; and build 
flexibility into the country 
strategy. 

Environment/ 
Mainstreaming 
Climate Change 

    Mainstreaming of climate 
change issues through 
regional TA for the Coral 
Triangle Initiative and 
infrastructure projects. 
Climate change 
adaptation, including 
climate-proofing of 
structures, is part of 
ongoing projects, ADB is 
designing a regional 
renewable energy 
intervention to improve 
access to rural 
electrification and 
support the use of 
renewable energy 
sources, including 
alternative fuels and mini 
hydro, in remote islands. 

ADB = Asian Development Bank, COBP = country operations business plan, CPS = country partnership strategy, CSP = country strategy and program, MID = Ministry of 
Infrastructure Development, NTP = National Transport Plan, PSD = private sector development, SOE = state-owned entreprise, TA = technical assistance. 
Source: Asian Development Bank. 
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Table A3.1: Selected ADB Knowledge Products 

Year Title 
2005 Private Sector Assessment for Solomon Islands. Consultant report. Manila and 

Sydney. 
 

2005 Solomon Islands: Reforming Commercial Law to Advance Private Sector 
Development. Manila. Consultant report prepared under ADB. 2003. Technical 
Assistance for Improving the Legal Business Environment in the Pacific Region. 
Manila (TA 6162-REG). 
 

2006 Promoting Secured Lending in Solomon Islands: An Analysis of the Secured 
Transactions Framework for Lending in Solomon Islands. Manila. Consultant Report 
prepared under ADB. 2004. Technical Assistance for Diagnostic Studies for Secured 
Transactions Reform. Manila (TA 6202-REG). 
 

2007 Oceanic Voyages: Aviation and Shipping in the Pacific. Manila. 
 

2010 Finding Balance: SOEs in Pacific Island Economies. Sydney. 
 

2010 Solomon Islands Economic Report. Sydney. 
 

ADB = Asian Development Bank; REG = regional; SOE = state-owned entreprise. 
Sounce: Asian Development Bank. 
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Table A3.2: ADB Regional Technical Assistance and Major Knowledge Product 
Assistance to Solomon Islands (2005–2010) 

Regional TAs Active in 
Solomon Islands 

Approved Comments 

TA 6463-REG: Strengthening 
Pacific Economic Analysis 
and Policy Development 

June 2008 Funded the consultant 
services for the preparation 
of the annual Solomon 
Islands (SOL) Economic 
Reports. 
 

TA 6475-REG: Enhancing 
Engagement with Pacific 
Developing Member 
Countries 

February 2009 Financed consulting services 
and administrative cost of 
operating the SOL 
Development Coordination 
Office in Honiara. 
 

TA 7280-REG: Pacific 
Economic Management-
Response to the Global 
Crisis (Subproject 1)  

May 2009 Consulting services provided 
to SOL's Ministry of 
Development Planning and 
Aid Coordination to formulate 
the framework of the new 
five-year development 
strategy (National Strategic 
Framework), a step prior to 
the full fledge National 
Strategic Plan be formulated. 
 

TA 6353-REG and TA 7430- 
REG: Private Sector 
Development Initiative 
(PSDI), phase I and phase II 

November 2006 and 
December 2009 

Several activities on Secured 
Transactions Reform, 
Company Law Reform, 
Company Registry, SOE 
reforms and privatization. 
 

TA 6257-REG: Improving 
Delivery of Infrastructure 
Services (formerly Partnering 
to Improve Delivery of 
Infrastructure Services) 

September 2005 Comparative analysis of 
infrastructure delivery and 
management in the Pacific, 
including identification of 
good practices.  
 

ADB = Asian Development Bank, REG = regional, SOE = state-owned entreprise, SOL = Solomon 
Islands, TA = technical assistance. 
Source: Asian Development Bank. 
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Table A3.3: ADB Grant Assistance to Solomon Islands (2005–2010) 

ADB = Asian Development Bank, ADF = Asian Development Fund, AUS = Australia, AusAID = Australian 
Agency for International Development, EU = European Union, NZL = New Zealand, SIG = Solomon Islands 
Government, SOL = Solomon Islands, Sup. = supplementary. 
Source: Asian Development Bank. 

Grant Operations Approved Financing 
Transport Sector 
Development Project  
 

December 2010 ADB ADF:  
SIG:  
Others:  

$12.0 million  
$12.0 million  
$60.5 million (parallel financing 
from the AusAID, EU, the New 
Zealand Ministry of Foreign 
Affairs and Trade, and the 
World Bank)  
 

Grant 0197-SOL: Economic 
Recovery Support Program, 
Subprogram 1  

February 2010 ADB ADF:  
Others: 

$5.0 million 
$3.5 million under the SIG 
Economic and Finance Reform  
program, against a similar 
reform program (parallel 
budget support from AusAID 
and the New Zealand Ministry 
of Foreign Affairs have 
provided) 
 

Grant 0175/0176/0177/0207/ 
0210-SOL: Second Road 
Improvement Sector Project  

October 2009 ADB ADF:  
EU:  
AUS:  
Sup.–AUS:  
Sup.–NZL: 

$15.00 million  
$3.34 million 
$4.50 million 
$250,000 
$350,000 
 

Grant 0127-SOL: Domestic 
Maritime Support Sector 
Project  
 

November 2008 ADB ADF:  
EU:  

$14.00 million 
$4.65 million 

Grant 0078-SOL: Emergency 
Assistance Project  

June 2007 ADB ADF:  
EU:  

$4.95 million 
$8.04 million 
 

Grant 0048/0049/0050-SOL: 
Road Improvement (Sector) 
Project  

July 2006 ADB ADF:  
NZL:  
AUS: 
Sup.–AUS: 

$350,000  
$9.75 million 
$6.10 million 
$2.55 million 
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Table A3.4: ADB Technical Assistance to Solomon Islands (2005–2010) 

Technical Assistance Approved Financing 
Supporting Transport Sector 
Development  
 

December 2010  … 

TA 7335-SOL: Transport Sector 
Development Project 
 

August 2009 ADB TASF: 
AUS: 
SIG: 

$400,000  
$250,000 
$200,000 
 

TA 7178-SOL: Establishment of 
Solomon Islands Maritime Safety 
Administration 
 

November 2008 ADB TASF: 
EU: 
SIG 

$1 million  
$600,000  
$325,000 

TA 4980-SOL: Preparing the 
Domestic Maritime Support Project 
and Technical Support Program 
(formerly Ministry of Infrastructure 
and Development Technical Support 
Program) (piggybacked to Grant-
0127 DMSP) 
 

October 2007 ADB JSF: 
SIG: 

$2 million  
$0.5 million  

TA 4944-SOL: Strengthening 
Disaster Recovery Planning and 
Coordination 
 

June 2007 ADB TASF: 
SIG: 

$800,000  
$150,000 

TA 4700-SOL: Supporting Business 
Law Reforms 
 

November 2005 ADB TASF: 
AUS: 
SIG: 

$400,000  
$200,000  
$150,000 
 

TA 4588-SOL: Implementation of 
Inter-Island Transport Reforms 
 

May 2005 ADB TASF: 
SIG: 

$495,000  
$105,000 

TA 4482-SOL: State-Owned 
Enterprise Reforms and Private 
Sector Participation 
 

December 2004 ADB TASF: 
AUS: 
SIG: 

$300,000  
$500,000  
$200,000 

TA 4527-SOL: Diagnostic 
Assessment of Interisland Transport 

December 2004 ADB: 
AUS: 
SIG: 

$200,000  
$150,000  
$70,000 
 

TA-4494 SOL: Institutional 
Strengthening of the Ministry of 
Infrastructure and Development 
 

December 2004 ADB: 
SIG: 

$700,000  
$125,000 

… = not available; ADB = Asian Development Bank; AUS = Australia; EU = European Union; JSF = 
Japan Special Fund; SIG = Solomon Islands Government; SOL = Solomon Islands; TA = technical 
assistance; TASF = Technical Assistance Special Fund. 
Source: Asian Development Bank.
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Table A4: Solomon Islands Result Framework 1 Achievements (2006–2010) 
as of 15 December 2010 

 

                                                        
1  It is a consolidated summary list of all result framework indicators included in  

 (a) Country Strategy and Program Update (2007–2009),  
 (b) Country Operations Business Plan (2008–2010), 
 (c) Country Operations Business Plan (2009–2011), and  
 (d) Country Partnership Strategy (2009–2011).  
 The corresponding superscripted letter (a), (b), (c), or (d) throughout the table indicates the source of the indicators. 

2  GHD. 2010. TA 7335–SOL: Preparing the Transport Sector Development Project (PTSDP) Mid-term Report. 

Strategic Goals Intermediate Indicators Progress 
Objective 1: Provide Transportation Infrastructure and Services 
Rebuilding 
supporting 
infrastructure 

National Transport Plan (NTP) approved by end-2006(a) and 
updated every 2 years.(a) (b) (c) 

NTP was prepared in 2006. However, NTP has never been 
formally approved or formally endorsed by the Solomon 
Islands Government (SIG) although it has been referred to 
frequently as a policy and strategic guidance for transport 
sector. 2 Since its preparation, NTP has not yet been 
updated. But an updated NTP is currently being prepared 
under TA 4980–SOL to include a 3-year action plan. NTF 
Committee endorsed the updated NTP which will be 
submitted for Cabinet approval. 
 
NTP updating process will be taken every 5 years (not 2 
years as planned). However, the 3-year action plan will be 
updated by Ministry of Infrastructure and Development 
(MID) every year. This is clearly stated in the updated NTP. 

NTP funding channels and mechanisms, operating efficiently 
by 2006(a) and finalized by 2009.(d) 

NTP funding channels and mechanisms were originally set 
to be finalized in 2008(b) (c) but the target was postponed to 
2009 in current CPS.(d) A National Transport Fund (NTF) 
framework was designed under TA 4494–SOL. But it only 
became fully established very recently under the NTF Act 
approved by Parliament on 19 March 2010. ADB has not 
yet pooled in any fund to NTF as there are various issues in 
SIG’s public financial management, proposed NTF funds 
flow mechanism, and payment arrangements. Once ADB 
recognizes these are established in SIG, funds will be 
allocated. Meanwhile, it is believed that some other donors 
are ready to allocate the funds soon.  

MID contract management systems in place by 2006.(a) A draft MID Procurement Manual was developed in 2006. 
Procurement systems now well established. Procument 
Manual 2010 drafted under Financial Instructions 2010. 
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100 km of rural roads and 12 rural wharves rehabilitated by 
2012.(d) 

About 28 km of roads, and 4 wharves, 2 footbridges and a 
jetty in Gizo and Choiseul provinces have been 
rehabilitated under SIEAP. Under SIRIP and SIRIP 2, a 
contract to rehabilitate 72.5 km of gravel roads and 25 wet 
crossings in Makira province is in progress, and due for 
completion in February 2012. A contract to upgrade 17 km 
of unsealed roads to sealed road standard with climate 
adaptation measures in Guadalcanal province was 
awarded and signed in November 2010 and is due for 
completion in June 2012. A contract for 9 wharves is due to 
be awarded in early 2011 under the DMSP. 

Road maintenance via labor-based methods and community 
contracting implemented in at five provinces by 2010.(d) 

Road maintenance using labor based methods have been 
implemented in Guadalcanal, Malaita, Temotu, Western 
and Choiseul provinces through SIRIP and SIEAP. 

Transport agreement(s) for uneconomic routes signed 
between SIG and operators, in accordance with due 
process.(a) (b) (c) 

See below on FSS. 

Franchise shipping agreement(s) for at least six uneconomic 
routes signed between SIG and operators by 2009, in 
accordance with due process.(d) 

Under the FSS component of the Domestic Maritime 
Support Project, 5 franchise routes have been signed in 
2010 between SIG and 3 operators. Initial services have 
been provided on 2 of the routes. Implementation was 
delayed for a year beyond the target due to issues arising 
in the operators’ financial capacity and due to the time 
taken to develop suitable boat insurance products and to 
secure insurance on their vessels. FSS may encounter 
problems unless the current funding constraints are 
addressed under DMSP. 

Critical constraints to rural accessibility alleviated through 
rehabilitation of feeder roads, rural wharves, and improved 
interisland shipping services.(a) (b) (c) (d) 

The east Guadalcanal road link to Honiara (34 km) has 
been restored, allowing activity to resume in the country’s 
largest oil palm plantation, as well as facilitating work 
expected to allow the very significant Gold Ridge mine to 
reopen by 2010, palm oil plantation and processing 
exporting commenced, mobile banking and ATMs 
commenced and established. This road, and all other roads 
reconstructed or rehabilitated under the project, provide the 
local population with improved access to social and 
economic opportunities and services. Progress under other 
transport projects has already improved rural access, which 
will be fully assessed at completion reporting.  

Objective 2: Create an Enabling Business Environment 
Reforming SOEs Sound SOE ownership policy and legislation approved by end 

2006, and implementation commenced.(a) (b) 
SOE Act was enacted in 2007 but almost no 
implementation has occurred. This is due to a combination 
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of lack of understanding and capacity to enforce and lack of 
political will to champion implementation. 

SOE Act being implemented and enforced.(c) (d) See above; the only real progress through mid 2010 has 
been the enactment of the SOE regulations in April 2010, 
but these also remain unimplemented. This appears to be 
changing with at least a stated commitment from the new 
Minister of Finance to implement the SOE Act and some 
concrete implementation milestones which will be reached 
in 2010/2011 as part of the Economic Recovery Support 
Program (ERSP). Also, the appointment of independent 
directors at Solomon Islands Water Authority (SIWA) as 
well as professional managers and one independent board 
member at Solomon Islands Electricity Authority (SIEA) is 
consistent with the provisions of the SOE Act. 

Privatization: 
- Agreed list of SOEs privatized or otherwise transformed;(a)  
- Two management contracts approved and implemented by 

2008;(b) two privatizations executed by 2008;(b)  
- Two privatizations executed by 2009;(c) 
- One privatization executed in 2009, and one in 2010.(d) 

As indicated on the left column, the target has been 
delayed. Privatization of Home Finance Limited (HFL) was 
completed in 2009; Sasape Marine Limited (SML) was 
successfully tendered with the Minister of Finance’s 
endorsement of the sale in early December 2010. 

SOE restructuring commenced, as appropriate, and SOEs 
increasingly meeting accounting and reporting requirements.(a) 

One large SOE (Soltai) has been restructured; if the sale of 
SML is approved, this will be the second SOE restructured. 
Little progress has been made by the Government to 
improve SOE compliance with reporting requirements, but 
RAMSI funded a general updating of financial accounts for 
the SOEs which made them current through 2008. While 
this is helpful, it is a temporary solution as SIG has 
allocated no sustainable resources to ensure that accounts 
are prepared accurately and on time. 

SOE Unit operational.(b) SOE Unit was established in 2008 and operational. 
However, the Unit is ineffectual being under-resourced and, 
hence, has limited authority to monitor and enforce SOEs to 
comply with the SOE Act 2007 and its 2010 regulations. 

Reduced fiscal allocations to privatized SOEs or those under 
management contract.(b) (c) (d) 

HFL did not receive government subsidies so its 
privatization has not had a material impact on government 
finances apart from generating proceeds which SIG can 
invest in other areas. The privatization of Soltai in 2010 will 
substantially reduce the Government fiscal risk exposure as 
this SOE was generating losses. The privatization of SML 
will also provide fiscal relief to SIG as it was also operating 
at a loss. 

Legal and Companies Act passed by 2007(a) (2008,(c) and 2009(d)) and There were some delays in the passing of the Companies 
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3  The intermediate indicators for Energy have been adjusted in accordance with the pilot project TA 7329-REG Promoting Access to Renewable Energy in the Pacific (R-

CDTA) latest progress. Original indicators only included “an additional 200 households have access to renewable energy as a result of pilot projects” and “feasibility studies 
completed.” 

regulatory 
business 
environment 

implementation commenced.(a) (b) (c) (d) Act. A new Companies Act was passed in early 2009. A 
Companies (Insolvency and Receiverships) Act was also 
passed in 2009. The Acts were commenced in July 2010 
following the approval of regulations and the installation of 
a manual company registry.  

Trustee Act passed in 2007(b) (2008,(c) and 2010(d)). The Trustee Bill has been delayed due to shifting priorities 
of SIG. The Bill is currently being drafted and it should be 
tabled in Parliament in mid 2011. 

Companies registry  
- reformed by 2008;(a) 
- restructured by 2008;(b) 
- restructuring underway in 2008 and finalized in first half of 

2009;(c) and  
- modernization underway in 2009 and finalized in first half of 

2010.(d) 

There were also delays in the reform of the companies 
registry directly resulting from the delayed commencement 
of the legislation, with implementation commencing on 1 
July 2010 by Ministry of Commerce, Industry and 
Employment. Two staff have been assigned by the ministry 
to work full time with register requests. There is a significant 
demand for the registry since its implementation. Additional 
staffing is being resourced from the ministry to cope with 
increasing registry requests. The development of the 
electronic registry has progressed well and went live on 13 
December 2010. 

Number of other business law reforms identified, diagnosed, 
and reformed.(a) 

The diagnostic has been completed as part of TA 4700–
SOL in 2009. Some laws will be considered for reform at a 
later date. The priority will be determined by local capacity. 
The Customs and Excise Act review is a priority for SIG 
and a scoping review has been completed. A firm has been 
selected to do the TA and it is hoped they will commence 
work in January 2011. There will be work to do on the 
contracting framework which is part of a regional initiative – 
the diagnostic was completed in 2009. The work will 
commence in 2011.  

Financial 
development 

Secured Transactions Act passed in 2007(b) (2008(c) (d)) and 
secured transactions registry online by 2008(b) (2009(c) (d)).  

Secured Transactions Act was passed in August 2008 and 
commenced in September 2009. The Secured Transaction 
Registry is operational.  

Increased number of secured loans, and broader range of 
borrowers;(a) (b) (c) first 300 secured loans posted on notice 
board by mid 2010.(d) 

Notices have been much slower to be recorded. The overall 
environment for lending is not buoyant and it will take 
longer to increase lending. This has been the experience in 
other small island economies.  

Energy(d) 3 The pilot project in Auki provides an additional 250 
households with access to modern electricity services by end 

Feasibility study for pilot carried out, tendering process 
largely complete and contracts awarded for supply of 
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ATM = automated teller machine, CDM = Clean Development Mechanism, CPS = country partnership strategy, DMSP = Domestic Maritime Support (Sector) 
Project, DNA = Designated National Authority, ERSP = Economic Recovery Support Program, FSS = franchise shipping scheme, HFL = Home Finance Limited,  
km = kilometer, MID = Ministry of Infrastructure Development, NTF = National Transport Fund, NTP = National Transport Plan, RAMSI = Regional Assistance 
Mission to Solomon Islands, REG = regional, R-CDTA = regional capacity development technical assistance, SIEA = Solomon Islands Electricity Authority,  
SIEAP = Solomon Islands Emergency Assistance Project, SIG = Solomon Islands Government, SIRIP = Solomon Islands Road Improvement (Sector) Project, 
SIWA = Solomon Islands Water Authority, SML = Sasape Marine Limited, SOE = state-owned entreprise, SOL = Solomon Islands, TA = technical assistance,  
TOR = terms of reference. 
Source: Asian Development Bank staff and consultants. 

2011. generator and distribution network equipment. 
Indigenous biofuels have been demonstrated as a renewable 
energy source by end 2011. 

As above. 

10 priority sites for up-scaling renewable energy have been 
identified by end 2010. 

Sites have been identified as follows: (i) Coconut oil at Auki, 
Lata, Kira Kira, Noro, and Taro; and (ii) Mini hydro at Lata, 
Taro, Auki (Rualae), Afio, & Ringgi. 

Feasibility studies for 5 coconut oil and 5 mini hydro projects 
have been completed by mid 2011. 

Preliminary mission undertaken and some feasibility work 
performed. TA consultants in the preparatory phase. 

5 top priority renewable energy projects have been prepared 
and financing options have been identified by end 2011. 

As above. 

Solomon Islands Designated National Authority (DNA) for 
CDM has been established by mid 2011. 

This assistance is being provided under R-CDTA 7394. 
TOR has been advertised and consultant recruitment is 
ongoing. 

The Project Information note and Project Design Document for 
the first CDM project in Solomon Islands have been prepared 
by end 2011. 

As above. 
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Table A5: IFC and World Bank Cost of Doing Business Indicators for Solomon Islands (2005–2010) 

Doing Business Indicator 2005 2006 2007 2008 2009 2010 
Starting a business (days required) 57 57 57 57 57 57 
Cost of Starting a business (% of income per capita) 91 79 69 64 53 68 
Starting business procedures 7 7 7 7 7 7 
Construction Permits procedures 12 12 12 12 12 12 
Construction Permits time (days) 62 62 62 62 62 62 
Registering Property Procedures  10 10 10 10 10 10 
Registering Property (time) 297 297 297 297 297 297 
Documents to export 7 7 7 7 7 7 
Time to export (days) 24 24 24 24 24 24 
Cost to Export (US$ per container) 1,056 1,056 1,056 1,011 1,023 1,023 
Documents to import 4 4 4 4 4 4 
Time to import (days) 21 21 21 21 21 21 
Cost to import (US$ per container) 1,238 1,238 1,238 1,194 1,237 1,237 
Procedures Required to Enforce Contracts 37 37 37 37 37 37 
Time Required to Enforce Contracts (days) 455 455 455 455 455 455 
Cost (% of claim) 79 79 79 79 79 79 
US$ = United States dollar. 
Source: IFC and World Bank. Cost of Doing Business Indicators, 2006 to 2011. Washington D.C. 
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Table A6: Country Performance Assessment Ratings (2006–2010) 

Criteria 
Solomon Islands1 

2006 2007 2008 2009 2010 
Economic and Social Policy and Institutional Performance 2.9 3.1 3.1 3.2 3.3 
Public Sector Management and Governance Performance 2.8 2.9 3.0 3.0 3.1 
Portfolio Performance 4.5 4.0 3.5 3.5 3.0 
Composite Rating2 9.4 9.8 9.6 10.0 9.9 
       
A. Economic Management 3.5 3.5 3.3 3.5 3.5 
1. Macroeconomic Management (33.3%) 4.0 4.0 3.5 3.5 3.5 
2. Fiscal Policy (33.3%) 3.5 3.5 3.5 3.0 3.0 
3. Debt Policy (33.3%) 3.0 3.0 3.0 4.0 4.0 
B. Structural Policies 2.8 3.3 3.3 3.3 3.5 
4. Trade (33.3%) 3.5 4.0 4.0 4.0 4.0 
5. Financial Sector (33.3%) 3.0 3.5 3.5 3.5 3.5 
6. Business Regulatory Environment (33.3%) 2.0 2.5 2.5 2.5 3.0 
C. Policies for Social Inclusion/Equity 2.5 2.6 2.6 2.9 2.9 
7. Gender Equality (20.0%) 2.5 2.5 2.5 3.0 3.0 
8. Equity of Public Resource Use (20.0%) 3.0 3.0 3.0 3.5 3.5 
9. Building Human Resources (20.0%) 2.5 2.5 2.5 2.5 3.0 
10. Social Protection and Labor (20.0%) 2.0 2.5 2.5 2.5 2.5 
11. Policies and Institutions for Environmental Sustainability (20.0%) 2.5 2.5 2.5 3.0 2.5 
D. Public Sector Management and Institutions 2.8 2.9 3.0 3.0 3.1 
12. Property Rights and Rules-based Governance (20.0%) 2.5 2.5 3.0 3.0 3.5 
13. Quality of Budgetary and Financial Management (20.0%) 3.0 3.5 3.5 3.5 3.5 
14. Efficiency of Revenue Mobilization (20.0%) 3.0 3.0 3.0 3.0 3.0 
15. Quality of Public Administration (20.0%) 2.5 2.5 2.5 2.5 2.5 
16. Transparency, Accountability and Corruption in the Public Sector 
(20.0%) 3.0 3.0 3.0 3.0 3.0 

E. Portfolio Performance 4.5 4.0 3.5 3.5 3.0 
17. Portfolio Performance 4.5 4.0 3.5 3.5 3.0 

1  Solomon Islands was not included in the countries that undertook the CPA exercise in 2005. 
2  composite country performance rating = (policy and institutional rating)^0.7 x (governance rating)^1.0 x (portfolio 

performance rating)^0.3. 
 Source: Asian Development Bank’s Strategy and Policy Department (SPD). 
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Table A7: Country Partnership Strategy 2006–2010 Final Review Matrix 

CPS Priorities Validity of the Strategic Focus 

Resource 
Allocation 

Retrospectives  Lessons 
Core areas of specialization 
Strategy 2020 Core Area 
Infrastructure/Transport  
Strategic focus was to: (i) support 
the rehabilitation and maintenance 
of physical infrastructure; and (ii) 
facilitate the improvement of 
interisland transport services. ADB 
will assist Solomon Islands 
Government to sustainably 
develop, fund, and manage a 
national transport plan (NTP). To 
facilitate improved availability and 
efficiency of interisland transport 
services, ADB will assist the 
government to implement a 
franchise scheme for uneconomic 
routes. 

ADB support was aligned with government’s 
National Development Plan (NDP), the first plank 
of ADB’s Pacific Regional Strategy and Strategy 
2020 focus. Rebuilding transport infrastructure 
was an urgent priority after 2 decades of neglect, 
and conflict-related damage. Improving domestic 
connectivity was essential to broadening the 
growth process an to expanding options for rural 
development, delivery of services, and rural 
poverty reduction. Institutional reform to shift the 
role of government from service provision to 
policy making, planning and contracting out was 
essential to developing and maintaining transport 
networks. 

$56.35 in project 
grants or 92% of 
total grants of 
which: 
ENV: 48% 
GE + EGM: 27% 
PSD: 100% 
RCI: 0% 

Focus on domestic connectivity, flexible 
response to disasters, continuity of the ADB 
project team, strong policy dialogue, regular 
donor coordination, strong TA teams and 
government counterparts were success factors. 
 
A robust, prioritized planning process should 
underpin transport sector investment. 
 
Insufficient attention has been accorded to 
network connectivity. 
 
New schemes should be piloted and then 
scaled-up. 
 
Adequate resources are needed for project 
design, including realistic costing. 
 
Implementation should be flexible to 
accommodate disaster response requirements. 

Strategy 2020 Core Driver of 
Change: Private Sector 
Development/Business 
Environment 
Support to the government to 
improve the business environment 
through modernizing and 
implementing the legal business 
framework, improving access to 
finance, and supporting SOE 
reform and greater private sector 
participation. 

Support was directly linked to factors identified as 
contributing to the high-costs and regulatory 
impediments of doing business in Solomon 
Islands—a costly companies registration system, 
an inability to use movable assets as bankable 
collateral and the poor service, crowding-out and 
losses incurred by the SOEs. Stakeholder 
consultations and public outreach were used to 
build ownership and ensure that the focus 
remained relevant despite political change.  

$5 million in 
project grants or 
8% of total 
grants of which: 
ENV: 0% 
GE + EGM: 0%  
PSD: 100%  
RCI: 0% 

Need to be realistic about the time reform 
takes—long periods of consultation are required 
to build ownership and help define reform 
objectives. 
 
Essential to make sure that government and 
private stakeholders are actively engaged at 
each level in support of business reforms. 
 
Important to follow-up regulatory reform with 
implementation support. 
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CPS Priorities Validity of the Strategic Focus 

Resource 
Allocation 

Retrospectives  Lessons 
Political commitment to SOE reform has been 
less than anticipated. 
 
Costs of slow progress on SOE reforms in 
Solomon Islands have been high. 

Drivers of chang 
Good governance and capacity 
development. All ADB activities 
were designed to strengthen 
governance by promoting 
institutional development and 
strengthening capacities for 
improved pubic sector 
management. 

Improving planning, programming and project 
management systems in the transport sector, 
while introducing public private participation 
(contracting out construction and O&M, and 
involving franchise operators in maritime 
transport) helped prepare the sector for more 
programmatic forms of support. SOE and 
business law reforms proved to be essential 
building blocks for a more competitive business 
environment.  

See above  
(project grant 
support 
provided in two 
core sectors) 

Important synergies can be obtained by linking 
grant projects with capacity development 
assistance.  
 
In fragile settings, generating demand for 
capacity development can be challenging, and 
some capacity substitution is inevitable in 
capacity building support. 
 
Institutional reform requires long-term 
commitment, strong client ownership and a clear 
plan and roadmap for an incremental change 
process. 
 
Multi-partner commitment to institutional reform 
can reduce transaction costs. 
 
Large aid inflows may overwhelm the capacity of 
weak institutions to mount reforms on many 
fronts simultaneously. 

Gender and Development. 
Pursued by mainstreaming 
specific components into projects 
to increase benefits for women.  

Focus was appropriate but opportunities for 
mainstreaming gender support were limited by 
the capital-intensive nature of transport projects 
and the technical focus of business reform 
support.  

See above 
(project grant 
project support 
provided in two 
core sectors) 

Women’s empowerment is crucial to pro-poor 
growth in Solomon Islands, but opportunities to 
empower women directly in transport and 
business-environment projects have been 
limited.  

Environment. Support provided 
for disaster reconstruction and 
preparedness and to mainstream 
climate change adaptation 

Emphasis on disaster preparedness and climate 
change was correct in that Solomon Islands 
witnessed a number of natural disasters during 
the CPS period, and climate change is expected 

See above  
(project grant 
support 
provided in two 

Unsustainable forest resource management has 
persisted despite ample donor support in this 
area. 
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CPS Priorities Validity of the Strategic Focus 

Resource 
Allocation 

Retrospectives  Lessons 
conditions in transport projects.  to have major effects on the nation’s coastal 

populations, which can be partly mitigated 
through suitable designs of capital works.  

core sectors) Incorporating climate change considerations in 
transport projects boosts costs, and make it 
difficult to secure adequate returns, particularly 
in remote islands. 

Regional Cooperation. 
Subregional cooperation was 
supported under the auspices of 
the Pacific Plan of Action, with 
regional assistance aimed at 
support in areas of public sector 
management, climate change, 
renewable energy, ICT, and 
macro-economic management.  

Solomon Islands has actively participated in 
ADB-assisted subregional initiatives (Coral 
Triangle Initiative, and governance support under 
the Pacific Regional Audit Initiative to the Pacific 
Association of Supreme Audit Associations. 
Regional support has proven efficient in helping 
deliver technical services and in assisting the 
government to benchmark its enterprise 
environment and development marnagement 
practices against those in other Pacific DMCs.  

See above  
(grant support 
provided in two 
core sectors) 

Delivery of assistance using regional TA support 
has effectively augmented and complemented 
national grant and TA support. 
 
Support for well-established regional initiatives 
(i.e., Pacific Association of Supreme Audit 
Associations) has proven effective when based 
on extensive, preparatory consultation.  

ADB = Asian Development Bank, CPS = country partnership strategy, DMC = developing members country, EGM = effective gender mainstreaming, ENV = environment, GE = 
gender equality, ICT = information and communication technology, NDP = National Development Plan, NTP = National Transport Plan, O&M = operations and maintenance, 
PSD = private sector development, RCI = regional cooperation and economic integration, SOE = state-owned enterprise, TA = technical assistance.  
Source: Asian Development Bank project files.
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Solomon Islands CPS Country Final Review: Persons Consulted 

 
Ministry of Finance and Treasury 
Mr. Shadrach Fanega, Permanent Secretary 
Ms. Dalcy Tozaka, Director, Finance Economic Development Unit 
Mr. McKinnie Dentana, Director, Economic Research Unit 
Ms. Ruth Norman, Economic Reform Unit 
Ms. Norma Qurusu, Economic Reform Unit 
Mr. Matt Hodge-Kopa, Economic Reform Unit 
Mr. Hayley Kouto, Economic Reform Unit 
 
Ministry of Infrastructure Development 
Mr. Moses Virivolomo, Under Secretary 
Mr. Ambrose Kirei, Director, Transport Improvement and Management Services 
 
Ministry of Commerce 
Mr. Barnabas Anga, Permanent Secretary 
 
Central Bank of Solomon Islands 
Mr. Denton Rarawa, Governor 
Mr. Gane Simbe, Deputy Governor 
Mr. Luke Forau, Chief Manager, Economics Department 
 
Development Partners 
Ms. Kirsty Burnett, First Secretary Development, New Zealand High Commission  
Ms. Belinda Conn, Senior Development Program Specialist for Economic Infrastructure, AusAID  
Mr. Eric Lui, Program Manager Economic Infrastructure, AusAID 
Ms. Elizabeth Gostchi, Rural Develoment Adviser, European Union Delegation  
 
Solomon Islands Chamber of Commerce and Industry 
Mr. Calvin Ziru, CEO 
 
Solomon Islands Women in Business Association 
Ms. Ning Gabrino, Business Owner and President 
 
Private Sector Economic Advisory Board of Solomon Islands 
Mr. Anthony Hughes, Chairman 
 
Consultants 
Mr. Peter Knee, Team Leader of SIRIP  
Mr. Wayne Morris, Partner of Morris and Sojnocki Accounting Firm 
Mr. Greg Sojnocki, Partner of Morris and Sojnocki Accounting Firm, PSDI Consultant  
Mr. Gideon Zoleveke, Principal of CBL Certified Practicing Accountants  
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