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SECTOR ASSESSMENT (SUMMARY): ENERGY1 
 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. The national energy balance of Solomon Islands is dominated by biomass, principally in 
the form of fuelwood and copra. Biomass supplies about 60% of all energy consumed and 
fuelwood is used by almost 90% of the population for cooking. The collection of biomass has a 
time cost of about 10 hours per week per household and diverts time from income-generating 
activities and home-based education. Its use has negative health impacts and is environmentally 
unsustainable—leading to deforestation, forest fires, and landslides.  
 
2. The country relies overwhelmingly on imported petroleum to meet the remainder of its 
energy needs. Imported fossil fuels account for about 40% of Solomon Islands’ total energy 
supply and 98% of all power generation. In 2008, about 130 million liters of petroleum products 
were imported at a cost of almost $100 million. Reliance on petroleum exposes the national 
economy to high and volatile oil prices, which increased fourfold to $99.67 per barrel from 2002 
to 2008. Petroleum imports are almost equal to 20% of gross domestic product (GDP) and 
account for about 30% of total imports by value. High and volatile global petroleum prices 
complicate macroeconomic management and adversely affect the balance of payments and the 
government budget. 
 
3. Reliance on imported petroleum leads to extremely high generation costs, and the 
electricity tariff in Solomon Islands was one of the highest of all Pacific developing member 
countries at SI$4.47 per kilowatt-hour ($0.59 per kilowatt-hour) in 2010. This compares to tariffs 
of $0.22 per kilowatt-hour in Papua New Guinea (PNG) and $0.35 per kilowatt-hour in Fiji where 
substantial amounts of energy are provided by hydropower. In 2011, average generating costs 
were SI$3.19 per kilowatt-hour ($0.42 per kilowatt-hour). At this level, a family using 250 watts 
for 8 hours a day would need to pay more than $1 per day for electricity. This implies that 
electricity would be prohibitively expensive for the bulk of the population, given a GDP per capita 
of $1,369 per year in 2010. Most rural communities in Solomon Islands have limited access to, or 
cannot afford, basic energy services such as electricity for lighting, heating, or cooking. 
 
4. The energy sector is characterized by extremely low access rates. Less than 20% of 
households have access to electricity, with about 80% of electricity being supplied to Honiara. 
Only PNG has lower access rates in the region and rural access in Solomon Islands is 
consistently less than 5%. Total installed generating capacity is about 22 megawatts (MW), of 
which only 0.18 MW relates to two micro hydropower schemes in Isabel and Malaita provinces. 
 
5. Solomon Islands Electricity Authority (SIEA) is responsible for electric power supply and 
distribution to Honiara and all nine provincial centers, as well as Noro township in Western 
Province. SIEA is a government-owned statutory body. Although it has been corporatized and 
operates as a business with the goal of making a profit, there is a long history of underinvestment, 
insufficient resources, and under-skilled staff. Losses averaged 25% in 2009, and operation and 
maintenance practices are carried out on an ad hoc basis. Although not measured reliably, 
system interruptions are frequent and many commercial businesses use their own diesel 
generators for electricity. 

                                                 
1
  This summary is based on existing ADB knowledge products and the government’s National Development Strategy 

2011–2020. 



2 

6. Financial management of SIEA has historically been poor and collection efficiency was 
estimated in 2010 at 67%. A tariff review was undertaken in 2008 and concluded that the existing 
national tariff was well structured, with a base tariff (SI$3.51 per kilowatt-hour for domestic and 
SI$3.78 per kilowatt-hour for commercial customers) and a fuel component (SI$0.96 per 
kilowatt-hour in March 2010). However, the fuel component is revised infrequently and the 
overall tariff is insufficient to fund future capital expenditure. Prepayment meters have begun to 
be introduced to Honiara (over 4,000 units were installed by the end of 2009) and revenue 
collection has started to improve, while metering and billing costs have been reduced. 
Nevertheless, SIEA’s financial position remains precarious and significant trade receivables from 
other government entities, notably the Solomon Islands Water Authority (SIWA), remain unpaid. 
 
7. The energy sector of Solomon Islands is also characterized by lack of private sector 
interest. This is reinforced by shortcomings associated with the capacity of SIEA as a potential 
power purchaser and the weak regulatory environment for grid-connected renewable energy. 
Although retail tariffs are relatively well regulated, for wholesalers of electricity there is no 
provision for feed-in tariffs to encourage investment by independent power producers, no 
preferential grid access rights for renewable energy, and no provision for net metering for 
household-scale systems. 
 
 2. Government’s Sector Strategy 
 
8. In October 2010, the government produced The National Coalition for Reform and 
Advancement Government: Policy Statement,2 which outlines a comprehensive reform program 
that focuses 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. 
 
9. The policy statement 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 lack of private sector participation have 
been significant barriers to development of the energy sector in Solomon Islands in the past and 
have caused the cancellation of several major hydropower projects on Guadalcanal. Reform in 
these areas will contribute to an environment conducive to development of the sector. Likewise, 
the policy statement identifies the need to improve the efficiency and performance of the public 
sector and to adopt a governance framework to improve the management and accountability of 
state-owned enterprises (SOEs). As part of this pronouncement, the government has outlined 
the importance of improving the efficiency and effectiveness of SIEA.  
  
10. A National Development Strategy, 2011–2020, 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. It identifies the need to (i) 
prepare a master plan to guide investments in the sector, (ii) modify power sector regulations to 
allow for private sector generation and sale of power to SIEA, (iii) install meters in all government 
and commercial premises, and (iv) provide public support to increase utilization of a range of 
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renewable energy resources.  
 
11. Although the Japan International Cooperation Agency supported a master plan study for 
power development in 2000, this study is out of date and the need for a sector approach for 
energy was identified as an urgent priority in the 2010 stock-take by the Pacific Infrastructure 
Advisory Center, supported by the Pacific Region Infrastructure Facility. A sector master plan will 
likely include action on (i) system loss reduction and improvements in the maintenance and 
service reliability of existing major grids; (ii) the development of low-cost renewable energy 
generation sources, including the 14 MW Tina River Hydropower Project on Guadalcanal as well 
as biomass-fueled and mini-hydro generation; (iii) improvements in SIEA revenue collection 
through further rollout of prepayment meters and settlement of longstanding obligations from 
other SOEs; (iv) the preparation of a specific plan for increasing electricity assess in rural areas; 
and (v) the development of a regulatory environment conducive to investment in power 
generation by the private sector. 
 
 3. ADB Sector Experience and Assistance Program 
 
12. The Asian Development Bank (ADB) has significant experience in the development of 
infrastructure in Solomon Islands and recent support has focused on transport. Of relevance to 
the energy sector, ADB has provided institutional support to strengthen the Ministry of 
Infrastructure and Development.3 
 
13. Experience in the energy sector has focused largely on development of the indigenous 
energy resources of Solomon Islands. Preparatory work was carried out on the Lungga and 
Komarindi hydropower projects on Guadalcanal in the 1980s and 1990s, but these projects were 
not deemed feasible for reasons associated with local geology and landownership.4 In 2009,, 
ADB supported the development of smaller-scale renewable energy technologies in provincial 
areas away from Honiara. Through regional technical assistance, ADB is supporting SIEA in 
trialing the generation of power using indigenous biofuels in Malaita Province, and carrying out 
screening and early stage preparatory work on a portfolio of small-scale hydropower plants to 
supply power to population centers on the outer islands.5 Pre-feasibility studies have been 
undertaken for six potential sites with estimated levelized electricity generating costs of $0.08 to 
$0.20 per kilowatt-hour (kWh) (compared to 2011 diesel generation costs of $0.42/kWh). ADB is 
also providing 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.6 
 
14. Other development partners have been active in the energy sector. Through the Solomon 
Islands Sustainable Energy Project, the World Bank is assisting SIEA to improve its capacity 
through improvements in operational efficiency, system reliability, and financial sustainability. 
The project has funded a general manager, commercialization manager, and an independent 
board director; and replaced SIEA’s billing system. Assistance to overhaul several generation 
units will also be provided. To bolster SIEA’s financial performance, the Pacific Infrastructure 
Advisory Center is helping improve the performance of SIEA’s largest customer, SIWA, and has 
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supported the preparation of an overarching energy master plan, beginning in 2011. In 
partnership with the Pacific Region Infrastructure Facility, the World Bank is supporting the 
preparation of the 14 MW Tina River Hydropower Project, which could substantially reduce 
reliance on diesel power in Honiara. 
 
15. In light of the government’s stated policy of helping growth centers in poorer islands to 
diversify economic activity away from simply trading and public services, the development of 
reliable power to supply these centers is urgently needed. Existing development partner activities 
are addressing important issues relating to the development of a master plan and improving 
SIEA and power generation capacity in Honiara, but these fall short of addressing the energy 
needs of provincial centers away from Guadalcanal. 
 
16. ADB sector assistance will therefore contribute to the government’s goal of increasing 
access to modern and affordable energy services in provincial centers away from Guadalcanal. 
Key results of ADB assistance will include a doubling in the number of customers with access to 
grid-connected power in provincial centers by 2015. This will contribute to economic and social 
development by displacing the importation of costly petroleum products through the supply of 
lower-cost renewable energy to residential and commercial consumers in provincial centers. 
Support will be provided in the form of concessionary lending assistance to develop up to 2 MW 
of small-scale hydropower projects close to provincial population centers. Cofinancing 
opportunities will be pursued through regional climate change and infrastructure funds. 
 
17. This approach has synergies with ADB operations in other sectors. ADB support to the 
energy sector will overlap geographically with initiatives in water and road transport. Likewise, 
ADB private sector activities are focusing on improving SOE performance and helping to 
strengthen the legal and regulatory environment for private sector development (including 
public-private partnerships). ADB will identify opportunities for private sector involvement in the 
supply of renewable energy, particularly in the outer islands and through improvements to the 
regulatory environment for small-scale grid-connected projects. Combining energy sector 
support with other ADB and development partner activities will improve opportunities for 
diversifying incomes and fostering broader development in selected provincial growth centers. 
 
18. ADB support will also be available to build the capacity in the energy sector for project 
preparation, procurement, and implementation. This will encompass support for environmental 
and social safeguards.
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Problem Tree for Energy  
 

 
HR = human resources. 
Source: Asian Development Bank. 
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Sector Results Framework (Energy, 2012–2016) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contribution 

Indicators with Targets 

and Baselines
a
 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets  

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased access to 
modern energy 
services 

Number of households 
with access to 
grid-connected power in 
provincial centers 
doubles to 4,000 by 2016 
(2010 baseline: 2,000) 

Power is generated from 
new sources of 
renewable energy in 
provincial centers and 
distribution grid is 
extended 

Up to 2 MW of 
renewable generating 
capacity is installed by 
2016 
 
Length of new or 
rehabilitated power 
distribution network is 
increased by 100 km 
by 2016 

Planned key activity areas 

Renewable power 
generation in provincial 
centers (90%) 
 
Sector policy and capacity 
development (10%) 

Pipeline projects with 
estimated amounts 

Solomon Islands Small 
Hydropower Project 
($5.5 million) 
 
Follow-up Solomon Islands 
Small Hydropower Project 
(additional financing to be 
mobilized $5 million and 
another $5 million in 
cofinancing) 
 
Ongoing projects with 
approved amounts 

Promoting Access to 
Renewable Energy in the 
Pacific (regional capacity 
development technical 
assistance, $1 million) 

Planned key activity 
areas 

Small-scale hydropower 
plants to supply five 
provincial centers are 
constructed 
 
Pipeline projects  

Up to 2 MW of small-scale 
hydropower capacity is 
constructed in provincial 
centers 
 
About 20 SIEA staff are 
trained in project 
management and 
sustainable asset 
maintenance practices 
 
Ongoing projects  

Coconut oil pilot project is 
implemented at Auki 
 
A pipeline of 10 renewable 
energy projects in 
provincial centers is 
screened and studied 

a
 These targets will be updated following preparation of the energy policy and strategy in 2012–2013. 

ADB = Asian Development Bank, km = kilometer, MW = megawatt, SIEA = Solomon Islands Electricity Authority. 
Sources: National Coalition for Reform and Advancement Government Policy Statement; Asian Development Bank.  
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