Document of
The World Bank Group

FOR OFFICIAL USE ONLY
Report No. CPF0000038

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION
INTERNATIONAL FINANCE CORPORATION
MULTILATERAL INVESTMENT GUARANTEE AGENCY
COUNTRY PARTNERSHIP FRAMEWORK
FOR
SOLOMON ISLANDS

FOR THE PERIOD FY2026-FY2031

March 31, 2026

Papua New Guinea, Solomon Islands, and Vanuatu
Country Management Unit
East Asia and Pacific Region

International Finance Corporation
East Asia and Pacific Region

Multilateral Investment Guarantee Agency

This document has a restricted distribution and may be used by recipients only in the performance of their official
duties. Its contents may not otherwise be disclosed without World Bank Group authorization.

Official Use Only



The date of the last Country Partnership Framework was August 2, 2018, followed by the Performance and
Learning Review in August 2022 (Report No. 174891-SB).
CURRENCY EQUIVALENTS
Exchange rate effective as of February 17, 2026
Currency unit: Solomon Islands dollars (SBD)
USS$1=SBD 8.033

FISCAL YEAR
July 1 —June 30

ABBREVIATIONS AND ACRONYMS

ABPE: annual business planning exercise

MSME: micro, small, and medium enterprise

ADB: Asian Development Bank

NSO: National Statistics Office

B-READY: Business Ready Survey

OAG: Office of the Auditor General

CBR: correspondent banking relationship

PER: Public Expenditure Review

CPF: Country Partnership Framework

PFM: public financial management

EEZ: exclusive economic zone

PIC: Pacific Island country

GDP: gross domestic product

RAMSI: Regional Assistance Mission to Solomon
Islands

IDA: International Development Association

SBD: Solomon Islands dollars

IFC: International Finance Corporation

SIG: Solomon Islands Government

IPF: Investment Project Financing

SME: Small and Medium Enterprise

JPRG: Joint Policy Reform Group

TRHDP: Tina River Hydropower Development Project

MIGA: Multilateral Investment Guarantee Agency

WBG: World Bank Group

World Bank IFC MIGA
Vice Presidents Carlos Felipe Jaramillo Sarvesh Suri Ed Mountfield
Directors Han Fraeters Keiko Miwa Sebnem Erol Madan
Country Bernard Harborne Bernard Harborne Bernard Harborne
Representatives
Task Team Leaders | Dawoon Chung Lan Van Nguyen Eugeniu Croitor
Alison Ofotalau Marco Hernandez
Smiley Giobauta
Ruchira Kumar

Official Use Only



COUNTRY PARTNERSHIP FRAMEWORK FOR SOLOMON ISLANDS FY26-31
From Fragility to Inclusive and Equitable Growth

The World Bank Group (WBG) Country Partnership Framework (CPF) outlines a new engagement with the Solomon
Islands Government (SIG) that builds on the government’s policy priorities, including the 2016-35 National
Development Strategy, Improving the Social and Economic Livelihoods of All Solomon Islanders.! This framework,
based on the new WBG Small States Strategy, envisions the country’s transition out of fragility by providing greater
connectivity of people and markets, access to cheaper energy, and strengthening economic governance and fiscal
resilience.

As a remote small island nation with a population of 828,857 spread across 90 inhabited islands, the Solomon Islands
confronts significant obstacles in its pursuit of job creation and sustainable growth. Despite these challenges, Solomon
Islanders have managed to overcome the impacts of the 1998-2003 civil conflict, known as the Tensions, and the more
recent 2021 social unrest in Honiara, the capital city. The country has hosted major international events such as the 2023
Pacific Games and the 2025 Pacific Island Leaders Forum. However, economic progress has been weak, with growth
averaging just 2.5 percent annually from 1981 to 2021. While logging, historically the main export, continues to decline,
alternative sectors that depend on a strong private sector, such as fisheries, tourism, and mining, remain underdeveloped.

Solomon Islands is one of the most aid-reliant countries in the world, with aid accounting for some 20 percent of GDP,
placing it 13™ among 125 developing countries. And yet Solomon Islands remains in a low-level growth equilibrium with
poor human development outcomes. Over the last two and half decades the country has received high levels of aid,
including some US$2.6 billion during the Regional Assistance Mission for Solomons Islands® period from 2003-13.
Despite this, human capital outcomes remain low. About one in three children are stunted and noncommunicable diseases
account for about 70 percent of adult deaths. The fact that only about 4,000 students enroll in tertiary education every
year, which amounts to one of the lowest rates in the world, reinforces the low human capital levels that compound the
challenges that businesses face.

Private sector-led growth is constrained by multiple factors. These include the country’s geographical expanse,* complex
land tenure systems, skill gaps in the labor market, limited access to finance, and the high cost of electricity. Furthermore,
regulatory bottlenecks and a stark digital divide—less than 1 percent of households have access to fixed broadband—
present major hurdles to development. Spatial inequality persists, with multidimensional poverty incidence significantly
higher in rural areas (43 percent) than in urban areas (16 percent). The predominantly rural population (74 percent) is
disconnected from commercial activities, jobs, and public investments centered in and around Honiara, where 85 percent
of registered businesses are located. Young people, who make up approximately 70 percent of the population, face
diminished prospects due to high unemployment.

The design of this CPF is informed by key lessons from past engagements, stakeholder consultations, as well as the WBG
Small States Strategy. These together emphasize the requirement to prioritize emerging risks, such as external shocks and
fragility, to enable a dynamic response to crises while maintaining essential services. Secondly, there is a need to simplify
the program by focusing on fewer objectives through larger impactful “lighthouse” projects that leverage proven
programmatic approaches and scalable, replicable regional platforms, and ensuring a division of labor with other partners.
Thirdly, early upstream engagement is required to de-risk private investment opportunities in key sectors like energy,
fisheries, and tourism. Finally, a strong local presence and hands-on support is needed to ensure project readiness and
successful implementation.

! Ministry of Development Planning and Aid Coordination. 2016. Solomon Islands National Development Strategy, 20162035 https://solomonislands-
data.sprep.org/system/files/National%20Development%20Strategy.pdf and its Mid-Term Review of October 2025.

% The Pacific Community: https:/sdd.spc.int/sb.

3 The Regional Assistance Mission for Solomons Islands (RAMSI) was a regional peacekeeping mission present in the country after the civil conflict at
the turn of the century to establish peace and stability.

4 The exclusive economic zone (EEZ) is 1.5 million square kilometers, the 22" largest globally, and about the same size as the EEZ of the Philippines.
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A Program Laying Foundations for More and Better Jobs

The CPF will draw on the WBG Small States Strategy by aligning with two of the six lighthouse initiatives—connectivity
and access to energy—to help the SIG address two binding constraints to job growth. The CPF will spatially target large
infrastructure investments, such as roads and airstrips, resulting in greater connectivity of people and markets that
promotes growth in the most promising sectors. At the subnational level, investments will continue supporting urban
development in Honiara and a few key secondary towns and critical economic infrastructure in the provinces. The CPF
also aims to bring down the enormous costs associated with electricity and to expand access. These investments will in
the first instance be focused on urban areas with a view toward strengthening economic agglomerations in the country as
hubs of economic productivity.

Solomon Islands requires a focused response from the WBG, whereby transformation can only be achieved by working
at scale in a few select sectors in which the WBG has a comparative advantage. Such work cannot be done alone; the
Tina River Hydropower Development Project (TRHDP, see below), which involves six funders with the WBG as the
lead, is an example of successful partnership. Net development assistance is estimated to be US$244 million annually,
about 34 percent of which is financed by Australia and 20 percent by China. The WBG seeks to emulate the success of
the TRHDP, such as by partnering with Australia in its urban development work in Honiara, to achieve scale, or,
conversely, not investing in those sectors where other partners do so, such as human development.

Such investment in infrastructure will be accompanied by a linked policy agenda aimed at strengthening economic
governance and fiscal resilience. This joint utilization of investment and policy financing will improve the country’s risk
management and crisis preparedness as well as help address underlying grievances and the longstanding perception that
development is confined to the capital. Together, these measures will create meaningful pathways toward the economic
empowerment of women, young people, and people with disabilities, and make job creation a measurable outcome of
every WBG intervention in the next six years.

Figure 1: Theory of Change

More and BetterJ

Increased Connectivity

a) people that benefit from improved access to sustainable transport
infrastructure and services: b) a) $ in total private capital enabled

Improved Access to Energy

CPF Outcomes & Strengthened Economic Governance

Indicators

a) people provided with access to electricity .

a) share of non-logging domestic revenue in GDP (%)

Intermediate
Outcomes

Strengthened business
case for private investment
in selected sectors (e.g.,
fisheries, tourism)

Greateraccessto
transport networks for
those living in rural
communities

Increased affordability & reliability of
electricity

Strengthened financial
sector

Improved preparedness
against external shocks

Strengthened
Improved Enhanced sfqau N S:roer:ﬁter tcoorlr;ie;:(lj Reform§ &
Intervention Logic infrastructure in gov’t capacity economic Elecmc.ny Grefatfe}r a\{jﬂatlﬂll‘y T ST D|s?s(er Eaplzcny-
- Results Chain urban areas with for engaging infrastructure production o z a-‘%;b’tsf ar T} i . r\sk‘ . thUgle‘/lgsg.caL
romising major businesses & increased valtabitity . inancin,
P 8 maj forrural products banking management

investments investors communities for MSMEs system

Addressing structural constraints to support
viable sectors with comparative advantage
(blue economy/tourism)

Addressing vulnerability to overcome exposures
to shocks, including the use of Crisis Financing
Toolkit

Prioritizing scalable sectors informed by WBG Small States Strategy’s
Lighthouse Initiative approaches, such as physical connectivity,
affordable energy and MSMEs

WBG
Small States
Strategy

‘ Scale and replicability through regional projects, emphasis on client capacity and hands-on implementation support, operational efficiency through flexibility and simplification ‘

‘ Weak institutional capacity regarding subnational delivery of services ‘

Drivers of Fragility

‘ Social exclusion (particularly youth and women) and spatial disparities ‘

Outcome 1: Increased connectivity

Economic activity and diversification have been hindered by the Solomon Islands’ remoteness as well as the challenges
of travel and connection within the 1,500-kilometer-long archipelago—structural constraints as a small island state.
Unlocking the job-creation potential of underdeveloped sectors such as tourism, agriculture, fisheries, and mining will
require greater connectivity between key locations as well as within key urban centers. Honiara, which is growing at 6



percent per year, is one of the fastest growing cities in the Pacific and will reach some 330,000 persons by 2030. Built on
a WWII battle zone® and regularly a site for social unrest, the city is in urgent need of increased socioeconomic investment
and urban planning. There is also a need to invest in climate- and disaster-resilient multimodal transport links tailored for
dispersed island communities to bridge structural isolation.

This will be done by way of two sets of interventions, leveraging the WBG Small States Strategy’s physical and digital
connectivity lighthouse initiative that applies scalable solutions. First, at the national level, the spatial targeting of major
investments will aim at infrastructure to enable more reliable and resilient access to local and international markets. These
will primarily focus on key airports, main roads, and bridges. Second, at the provincial level, investments will support
critical economic infrastructure including ports, bridges, access and feeder roads, flood drainage, pedestrian walkways,
waste disposal systems, and local markets. These will also provide lifeline connectivity, serving as essential gateways for
the movement of people and goods, as well as for emergency response. All such infrastructure will be implemented in
ways to promote local content and the gradual building of a local private construction sector along with measures for
climate resilience given the islands’ propensity to natural disaster. On the policy side, the WBG will support the
development of a stand-alone transport maintenance fund, highly important for climate resilience, as well as provide the
underpinning geospatial and economic analytics to support prioritization and targeting of key infrastructure.

These investments can support economic diversification and job creation, for example in fisheries and tourism. A
government priority is to develop Bina Harbor, Malaita Province, as a transport hub and onshore tuna processing plant,
creating around 1,600 jobs. IFC will maintain its transactional advisory role, working closely with the New Zealand
government to assist the Ministry of Fisheries and Marine Resources in developing the business case potentially supported
by IDA/IBRD on public investment needs. A similar approach is being taken in tourism, in which IFC is taking the lead
in its investment needs analysis, paving the way for potential private sector investment in key resorts in the Western,
Central, and Guadalcanal provinces. Such investments will be more likely when linked with last-mile road, sea, and air
connections. The Multilateral Investment Guarantee Agency (MIGA) will aim to leverage the WBG Guarantee Platform
to mobilize capital for tourism and other key infrastructure projects.

The expected results will improve transport connectivity for 20 percent of the population, including those who live in one
of the most populous rural provinces that has long struggled with limited transport networks while potentially enabling
private investment amounting to US$10 million in select sectors.

Outcome 2: Improved access to energy

Economic growth is severely hampered by challenges in both energy and other service sectors. The country’s electricity
sector exhibits some of the highest tariffs in the world, driven by a heavy dependence on imported diesel, low renewable
energy penetration, and the absence of an independent regulator. Electricity tariffs in 2024 were US$0.67/kWh, over four
times the global average and more than double the regional average. Consequently, only 15 percent of the population has
grid-connected power, primarily around Honiara. This unreliability forces over 90 percent of surveyed firms to rely on
costly diesel generators and makes electricity a major constraint for over 70 percent of businesses. The country’s high
electricity tariffs plus persistent power outages have contributed to increased operating costs. This underscores the need
to scale up affordable, renewable energy solutions that supply reliable, climate-resilient power to communities and
businesses by adapting scalable approaches that have proven effective in other small-state contexts.

The CPF draws upon the WBG Small States Strategy, and its access to affordable energy lighthouse initiative, to help
deliver energy systems that are affordable, reliable, and efficient. The WBG’s investment in the TRHDP as lead
development partner will provide a quarter of the country’s population with reliable and affordable access to electricity.
This will be transformative for communities and businesses alike. MIGA continues to engage TRHDP guarantee holders
to support the implementation of environmental and social standards. The WBG will support the Solomon Islands
Electricity Authority to move along the transition to renewable energy. Such advisory service will facilitate private
investment in renewable energy, especially solar, upgrade existing networks, and simultaneously lower tariffs and

5 Data on unexploded ordinances (UXOs) is very poor, but Honiara, Guadalcanal was the site of the most intense fighting in the Pacific in WWII, and
the legacy is that over 6,000 UXOs are retrieved and disposed of every year from locations in and around communities.



increase access. In this context, IFC and MIGA would assess opportunities to enable and accompany private sector
investment as the regulatory environment evolves and the country transitions to renewable energy.

This integrated approach is expected to benefit more than 150,000 people by providing them with access to affordable
electricity. An additional benefit will be an increased share (up to 70 percent) of renewable energy and hydropower in the
energy mix.

Outcome 3: Strengthened economic governance

Building fiscal resilience through better public financial management and revenue mobilization will be crucial to maintain
infrastructure and services to the population and propel economic growth. With revenue from the logging sector in
decline, a large public investment pipeline, and rising maintenance costs, reforms are needed to ensure long-term fiscal
sustainability. This includes efforts to bolster domestic revenue mobilization through tax and non-tax revenue reform,
measures to improve the quality of public spending, and public finance management reforms. In turn, there are critical
reforms required in the financial and private sector to broaden financial inclusion and attract investment. As of 2019, only
30 percent of the population held an account. The business community complains of a slow bureaucracy and lack of
access to credit. Finally, as mining takes over from logging as the main source of revenue, there is a need to support
governance and regulatory reform.

The WBG is helping the SIG develop greater confidence among the commercial banks to eventually begin relending to
government. The WBG has deployed a development policy operation as part of a series to improve fiscal and budget
management and continues to support reform related to debt management debt transparency, and fiscal sustainability.
This will be combined with specific sector reforms, particularly on energy and the mining sector. IFC will continue to
support reforms to the licensing of hotels and tourism enterprises to reduce the burden of compliance on the private sector.
Aligned with the WBG Small States Strategy’s focus on regional solutions, assistance to the financial sector will be
delivered through broader Pacific-wide projects, enabling shared constraints to be tackled more efficiently and cost-
effectively. Building on the Bank’s support to enable the continuous access to correspondent banking relationship (CBR)
services under the regional CBR project, IFC will support the development of the financial sector with initiatives such as
comprehensive credit reporting that will help financial institutions make more accurate credit decisions and strengthen
the customer base. IFC has launched a small loan guarantee scheme with one of the commercial banks, a key example of
the lighthouse approach, to facilitate access to finance for small and medium enterprises (SMEs). And, by leveraging
investment financing, the Bank will continue to support disaster risk financing to integrate more adaptation measures,
ensuring critical services remain operational after major disasters.

The expected results are an increase in the share of non-logging domestic revenue in GDP to 23.5 percent by 2031.

Delivering Results: Scaling Ambition through a One WBG Strategy

Adopting Regional Approaches for Scale and Replication. To achieve greater scale and operational efficiency, the
CPF will promote regional solutions aligned with the Regional Partnership Framework for Nine Pacific Islands. These
solutions will build on proven regional models like fisheries, regional trade facilitation, loan guarantee schemes, and
correspondent banking systems where shared delivery arrangements and simplified implementation have helped address
government capacity constraints.

Partnerships and Donor Coordination Activities. The program will prioritize strategic partnerships with regional
organizations and development partners, such as the Asian Development Bank (ADB)-cofinanced TRHDP, to maximize
complementarities, reduce transaction costs, and accelerate results. Built on lessons learned from TRHDP
implementation, the program will explore multi-partner co-financing opportunities to deliver transformative outcomes
through increased operational size. For operational efficiency and simplification, the CPF prioritizes partner platforms
such as the Joint Policy Reform Group that convenes key partners such as the ADB, Australia, Japan, New Zealand, and
the Organization of the Petroleum Exporting Countries around policy reform tied to direct budget support.

Data, Knowledge, Learning, and Capacity Building. Given critical gaps in development data, the CPF will leverage
the WBG’s analytical and technical expertise, including a firm-level survey through the Business Ready (B-READY)



initiative. The CPF will continue to build client capacity in data collection, as demonstrated by its ongoing support to the
National Statistics Office (NSO). The NSO-led 2025 Household Income and Expenditure Survey will be made available
during the CPF period, providing up-to-date insights. In line with the WBG Small States Strategy’s emphasis, the program
will continue to embed capacity-strengthening support for national counterparts. In addition to fostering project staff and
government officials’ participation in the regional WBG Academy, the program will continue to offer targeted, hands-on
implementation support in financial management, procurement, monitoring and evaluation, and environmental and social
safeguards as tools and technologies evolve or new offerings are introduced for operational efficiency.

Gender Equality. The CPF program will promote policy solutions designed to shift women from unpaid and vulnerable
work into more productive, formal employment. As outlined in the Country Gender Action Plan, women’s economic
potential is limited by their concentration in the informal sector, higher care responsibilities, and restricted access to formal
jobs, skills training, and productive assets, particularly in rural areas. The CPF will mainstream gender-sensitive
interventions to tackle these barriers and boost inclusive growth. Job creation and private sector-led growth through the
focus of Outcomes 1 and 2 are expected to generate opportunities for women at scale.

Annual Business Planning Exercise (ABPE). The WBG will apply systematic business planning to reduce portfolio
fragmentation and consolidate operations into fewer, larger projects. This will be driven by the ABPE, the first of which
will be completed by February 2027. To inform government budget discussions, which take place in November and
December of each year, the ABPE will convene a One WBG workshop in October, and this meeting will take stock of
progress toward achieving CPF outcomes, along with emerging risks and their operational implications for WBG
programming, and to ensure that CPF implementation remains closely aligned with the WBG Small States Strategy. The
ABPE will be informed by stakeholder insights drawing from regular engagements with the authorities, civil society, the
private sector, and development partners. To reduce portfolio fragmentation and deliver more impactful projects, the
number of Investment Project Financing (IPF) operations will be reduced to six from the current ten (excluding regional
projects) by the IDA21 mid-term review.

Financial Envelope. Over the CPF period, the WBG will continue to expand its financial and advisory support in a
calibrated manner, with close attention to implementation and fiduciary risks. It will deploy a fully integrated One WBG
platform, combining a joint country office, aligned World Bank lending, IFC finance and advisory services, and MIGA
guarantees to crowd in private investment alongside roughly US$150 million in sovereign lending planned for the period.®
Solomon Islands could leverage IDA windows, including the Global and Regional Opportunities Window, Crisis
Response Window, Private Sector Window, and Scale-Up Window, when relevant. IFC will intensify upstream reforms
and advisory work to unlock a high-volume private-sector pipeline, using advisory diagnostics to surface bankable public-
private partnerships. MIGA will actively screen tourism, energy, digital, and trade-finance deals, offering risk-mitigation
instruments through the WBG Guarantee Platform to mobilize capital flows.

Risks to Implementation. The overall risk to the CPF program is substantial. To mitigate risks, including those arising
from political transitions during the electoral cycle late in the CPF period, the WBG will maintain dialogue with a wide
range of actors—including key policymakers and other key stakeholders across the political spectrum—to ensure
strategic continuity. The WBG continues to leverage its strong in-country presence and strengthen strategic-level
coordination with development partners. Continued systematic support for capacity building in technical and fiduciary
areas, simple project design, upstream engagement of subnational administration and civil society partners, and robust
results monitoring will inform operational performance. Inclusion, accountability, and transparency will be promoted
across the entire portfolio in response to stakeholder consultations, which called for the WBG to more proactively manage
fragility and governance risks deeply rooted in perceived exclusion and uneven development.

¢ The IDA21 indicative allocation is SDR 60.7 million (equivalent to approximately US$83.3 million), and the IDA22 allocation is expected to be of a
similar size. References to future IDA volumes are indicative. Actual performance-based country allocations (PBAs) are determined annually at the
beginning of each fiscal year, based on: (i) the total IDA resources available for the FY; (ii) the number of IDA -eligible countries; (iii) the respective
country’s performance rating, GNI per capita, and population; and (iv) the performance and other allocation parameters of other IDA borrowers. In
IDA21, Solomon Islands was assessed to be at low risk of debt distress and as such would receive 100 percent of its IDA21 PBA as credits on small
economy terms. A change in the country’s debt situation can alter its terms under IDA.



