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I. Sector Road Map 

 
 A. Sector Performance, Problems, and Opportunities 
 
1. Sector Overview. Grid-connected electricity in Solomon Islands is generated and 
supplied by Solomon Power, a state-owned electricity utility company. Solomon Power provides 
electricity to the capital Honiara and eight isolated provincial centers on separate islands. 
Solomon Islands has a total population of 616,000 and Honiara has a population of 64,609.1 
Honiara has an installed electricity generation capacity of 34 megawatts (MW). Peak load on the 
Honiara grid is growing, having increased from 9.3 MW in 2003 to 15.5 MW in 2016. Solomon 
Power’s generation relies almost entirely on diesel. Generation costs have decreased in recent 
years from $0.356 per kilowatt-hour (kWh) in 2014 to $0.238/kWh in 2016, mainly due to a decline 
in diesel prices. Similarly, retail tariffs fell from $0.93/kWh in 2014 to $0.65/kWh in 2016, due in 
part to declining diesel prices and tariff reform. 2  The high cost of electricity generation is 
negatively impacting economic growth, particularly the commercial and tourism sectors. 
 
2. Low access. Electricity access in Solomon Islands is low. Approximately 9% of the 
population has access to grid-connected electricity, and another 2% rely on self-generation. The 
access rate is 64% in the Honiara urban area and around 3% in rural areas. About one-third of 
households have small solar home systems. To address the low access rates, Solomon Power is 
(i) extending the grid within Honiara, with financing support from the World Bank;3 (ii) converting 
provincial grids to renewable energy and extending distribution grids, with support from the Asian 
Development Bank (ADB);4  and (iii) and establishing renewable energy mini-grids in larger 
villages, partially supported by the World Bank (footnote 3) and the Government of New Zealand. 
 
3. Least cost development plan. To address the Honiara grid’s over-reliance on diesel 
generation, Solomon Power has prepared a least cost expansion plan that recommends the 
construction of the Tina River Hydropower Plant supported by the expansion of solar power 
generation.5 The plan estimates that the construction of the plant will make it possible to lower 
retail tariffs to $0.33/kWh by 2023 and $0.26/kWh by 2052, compared to $0.51/kWh by 2023 and 
$0.65/kWh by 2052 without the project. With the commissioning of the plant and proposed 
investment in solar, renewable energy integration is expected to grow from 1% in 2016 to 85% in 
2022 (68% from the plant and 17% from solar).  
 
4. The Government of Solomon Islands manages sector policy through the Energy Unit of 
the Ministry of Mines, Energy and Rural Electrification, and power tariffs are established by 
government regulations. While the current tariff allows Solomon Power to recover costs and invest 
in infrastructure, historically this was not the case. Consequently, investment in maintenance and 
the expansion of core power infrastructure have been lacking, resulting in underinvestment in 

                                                 
1 Government of Solomon Islands, Ministry of Finance and Treasury. 2015. Solomon Islands 2012/13 Household 

Income and Expenditure Survey National Analytical Report. Volume 1. Honiara. 
2 In 2016, the World Bank funded the development of a new tariff regulation that came into effect in January 2017.  
3 Solomon Islands Sustainable Energy Project.  
4 ADB. 2014. Solomon Islands: Provincial Renewable Energy Project. Manila (this project is supporting the Fiu River 

Hydropower Project in Malaita Province); ADB. 2016. Solomon Islands Solar Power Development Project. Manila 
(this project will convert five provincial grids to solar-diesel hybrid systems).   

5 Marsden Jacob Associates. 2016. Least Cost Modelling of Future Generation Expansion for the Honiara Electricity 
System. 19 December. 
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capital infrastructure. Revenue collection is currently high at 97%. Historically, however, revenue 
collection has been difficult. In recent years, Solomon Power has been undertaking an ambitious 
effort to install prepayment meters for all consumers while overhauling the billing, accounting, and 
data management systems. Solomon Power is currently undergoing a utility restructuring program 
supported by the World Bank.6 Due to the high cost of diesel transportation, generation costs are 
considerably higher in the provincial centers than in Honiara, which has had a negative financial 
impact on Solomon Power’s operations and impeded grid expansion. The high cost of electricity 
and the limited reach of the distribution grid has negatively impacted economic growth in the 
provincial centers. In particular, agriculture and the tourism industry are impeded.  
 
 B. Government’s Sector Strategy 
 
5. In October 2010, the government produced the National Coalition for Reform and 
Advancement Government: Policy Statement,7 which outlines a comprehensive reform program 
focusing on greater autonomy for economic advancement as well as equity of distribution and 
access to opportunities. The policy statement identifies the importance of provincial urban centers 
in providing services and economic opportunities, and commits the government to a flagship 
initiative of developing economic growth centers outside Honiara. The policy envisages the 
development of reliable infrastructure in these economic growth centers, including transport, 
water, and energy-related assets.  
 
6. The policy statement also highlights other components associated with the successful 
development of economic growth centers. Specifically, it commits the government to reforming 
the system of customary land tenure and fostering the private sector as the engine of sustainable 
long-term growth. Restrictions on land ownership and the lack of private sector participation have 
been significant barriers to the development of the energy sector in Solomon Islands in the past. 
Reform in these areas will create an environment conducive to the sector’s development. Likewise, 
the policy statement identifies the need to improve the efficiency and performance of the public 
sector and adopt a governance framework to improve the management and accountability of 
state-owned enterprises. As part of this pronouncement, the government has outlined the 
importance of improving the efficiency and effectiveness of Solomon Power.  
 
7. A National Development Strategy, 2016-2035 prepared by the Ministry of Development 
Planning and Aid Coordination highlights the long-term nature of developing renewable energy 
resources to provide access to affordable electricity in rural areas.8 The government’s energy 
sector policy is presented in the Solomon Islands National Energy Policy Framework, 2007 and 
the draft National Energy Policy Framework, 2013, which both prioritize the development of 
renewable energy. Proposed sector investments are detailed in the draft Solomon Islands 
Renewable Energy Investment Plan, 2013.9  
 
 C. ADB Sector Experience and Assistance Program 
 
8. Solomon Islands has previously obtained infrastructure financing support from ADB for 
the following projects: 

                                                 
6 The World Bank supported the Solomon Islands Sustainable Energy Project. 
7  Government of Solomon Islands, Office of the Prime Minister. 2010. The National Coalition for Reform and 

Advancement Government: Policy Statement. Honiara. 
8  Government of Solomon Islands, Ministry of Development Planning and Aid Coordination. 2016. National 

Development Strategy, 2016–2035. Honiara.   
9 Supported by ADB through the Climate Investment Fund’s Scaling up Renewable Energy in Low Income Countries 

Program.  
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(i) the Power Expansion Project (1986–1989), which financed a 2 MW diesel generator 

at the Lungga power plant in Honiara and a 3.6 MW power plant and distribution grid 
at Noro;  

(ii) the Second Power Expansion Project (1990–1995), which financed a 4 MW diesel 
generator at the Lungga power plant in Honiara, and grid extensions, and;  

(iii) Preparatory work carried out on the Lungga and Komarindi hydropower projects on 
the Guadalcanal; however these projects were not deemed feasible for reasons 
associated with local geology and land acquisition.10  

 
9. In 2008, ADB provided technical assistance for the Promotion of Renewable Energy in the 
Pacific Project, which supported (i) a diesel–coconut oil replacement trial in Auki, and (ii) the 
preparation of pre-feasibility studies for hydropower to supply provincial load centers. ADB has 
also provided support for renewable energy by improving access to carbon finance under the 
Clean Development Mechanism through the establishment of the Solomon Islands Designated 
National Authority.11  
 
10. More recently, ADB approved financing for the Solar Power Development Project,12 which 
involves the conversion of five provincial grids to solar hybrid systems. 

                                                 
10 ADB. 1976. Technical Assistance to Solomon Islands for Preparing the Lungga Hydropower Project. Manila; ADB. 

1990. Technical Assistance to Solomon Islands for Detailed Design of Komarindi Hydropower Project. Manila. 
11  ADB. 2009. Technical Assistance for Strengthening the Capacity of Pacific Developing Member Countries to 

Respond to Climate Change (Phase 1). Manila. 
12 ADB. 2016. Report and Recommendation of the President, Solomon Islands: Solar Power Development Project. 

Manila.  
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Problem Tree for the Energy Sector 
 
 

 

High reliance on imported 
fuel for power generation 

(core problem) 

Renewable energy 
has limited penetration 
in national grids  

Private sector is 
reluctant to invest in 
renewable energy due 
to perceived risks 
 

Power systems can 
be poorly 
maintained, resulting 
in low efficiencies 
and exacerbating 
the problem of diesel 
reliance  

National power 
utilities have 
limited technical 
capacity  

Governments have 
limited access to 
financing for 
renewable energy 

Reduced options 
for household 
income generation  

High power tariffs 

Low access rates 
due to high 
generation costs 

Exposure to 
supply 
disruptions  

High household 
expenditure on 
electricity 

High cost to the 
commercial and 
industrial 
sectors 

High 
cost to 
tourism 

Low living standards 
due to lack of access to 
power  

Negative impact on 
balance of payments  

Economic exposure 
to oil price shocks 
and rising oil prices  

Utilities’ revenues is 
too low to support 
capital investment in 
renewable energy 

Regulatory 
frameworks do not 
support renewable 
energy  

High economic 
cost 
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Sector Results Framework—Energy  
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contribution 

Indicators with 
Targets and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased renewable 
energy generation  
 

Percentage of electricity 
in provincial grids 
generated from 
renewable energy 
increases to 50% by 
2020 (2016 baseline: 
0%).  

Electricity is generated 
from new sources of 
renewable energy in 
provincial centers.  
 
Electricity is generated 
from new sources of 
renewable energy in 
the Honiara grid.  
 

Up to 2 MW of 
renewable generating 
capacity is installed 
by 2019. 
  
15 MW of renewable 
energy generating 
capacity is installed at 
the Tina River 
Hydropower Plant by 
2022. 
 

Planned key activity 
areas  
Renewable power 
generation (90%)  
Sector policy and 
capacity development 
(10%)  
 
Pipeline projects with 
estimated amounts  
Tina River Hydropower 
Development ($236.0 
million) 
 
 
Ongoing projects with 
approved amounts  
Solar Power 
Development Project 
($15.2 million) 
 
Provincial Renewable 
Energy Project (Fiu 
River Hydropower) 
($15.0 million)  

Planned key activity 
areas 
Development of 
renewable energy in 
provincial centers and in 
the Honiara grid  
 
Increased energy access   
 
Pipeline projects  
15 MW of grid-connected 
solar power 
 
Ongoing projects  
Up to 500 kW of small-
scale hydropower 
capacity is constructed in 
one provincial center. 
 
Up to 2 MW of solar 
power is constructed at 
five provincial centers. 
  

ADB = Asian Development Bank, kW = kilowatt, MW = megawatt. 
Source: Asian Development Bank.  
 

 




