Annex 4: Streamlined Country Diagnostic (2024)
Country Context, Development Challenges, and Recent Developments

Solomon Islands is a lower-middle-income country with low human development. The country’s per
capita gross domestic product (GDP) was US$2,211 (in 2017 purchasing power parity, PPP) in 2022, well
below the Pacific Island Countries’ (PICs) average. Low incomes are also reflected in the country’s low
Human Development Index (HDI), which ranked 156" out of 193 countries in 2022.% This compares to a
ranking of 104™ for Fiji, an aspirational peer for Solomon Islands. Notwithstanding some improvement
since the turn of the century, the Human Capital Index (HCI) for Solomon Islands remains in the bottom
20 percent of countries worldwide; a child born today is only expected to achieve 42 percent of their full
potential.” According to the most recently collected 2012/13 Household Income and Expenditure Survey
(HIES), 61 percent of the population was considered poor based on the lower-middle-income poverty line
of US$3.65 (2017 PPP USD per person per day). Recent work indicates moderate reductions in
multidimensional poverty between 2009 and 2019, but the COVID-19 pandemic may have reversed that
trend (World Bank forthcoming).

A challenging economic geography plays a crucial role in shaping these outcomes. The country is the
fifth most remote country in the world from large markets, being more remote than the average of the PICs
(World Bank 2021). The population of 721,000 is dispersed over an estimated 90 inhabited islands,
stretching across 1.6 million square kilometers of ocean. Around 75 percent of the population lives in rural
areas, mainly in smaller villages. Despite the world’s fastest urbanization driven by natural population
increases and rural-to-urban migration, it has delivered few economic benefits due to poor urban planning.
Urban poverty is on the rise, with many urban migrants settling in informal settlements without adequate
infrastructure and basic services. The small and dispersed population makes it challenging to realize
economies of scale and makes it expensive for the government to provide quality public services and
infrastructure. Additionally, a small domestic economy with internal dispersion and remoteness from large
export markets limits private sector development and international trade. Economic geography challenges
are amplified by limited transport and digital connectivity, which further constrains economic activity.

Natural disasters continuously threaten sustainable development, which will likely worsen with
climate change. Due to its location in the South Pacific tropical cyclone basin and the Pacific Ring of Fire,
Solomon Islands is regularly buffeted by the effects of cyclones, heavy rainfall, earthquakes, and occasional
tsunamis. Moreover, the economic and humanitarian costs of natural disasters are expected to escalate with
climate change, adversely affecting the country through increased temperatures, rainfall intensity, storm
surges, tropical cyclones, and sea level rise. Deforestation due to logging has made people vulnerable to
climatic shocks such as water contamination, soil erosion, and landslides. These shocks are already being
felt by Solomon Islanders, with the capital city experiencing heavy rainfall-related system outages of one
of the two main water supply sources on 51 occasions in 2023, affecting economic productivity and public
health. The country is expected to face average annualized losses equivalent to 1.6 percent of GDP due to
climatic events over the next 50 years (PCRAFI 2015).

Compounding these disadvantages are limited state capacity, institutional and social fragility, and
political economy dynamics, which constrain the implementation of effective public policies. The
quality of public sector management and institutions in Solomon Islands is lower than most structural and
aspirational peers. In part, this reflects the limited technical capacity of the bureaucracy, though it also
reflects the prevailing political economy dynamics that elevate interest groups over bureaucratic
strengthening. The combination of limited state reach, fragmented, localized identities, and the value of
resource rents complicate the functioning of political markets. These interconnected development

8 The HDI is a summary measure of average achievement in key dimensions of human development: a long and healthy life, being
knowledgeable, and having a decent standard of living. The HDI is the geometric mean of normalized indices for each of the three dimensions.
° The HCI combines indicators of health and education into a measure of the human capital that a child born today can expect to obtain by their
18" birthday, on a scale from 0 to 1. Higher values indicate higher expected human capital.
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challenges drive the country’s institutional and social fragility, contributing to violent events and episodes
of civil unrest—notably the Tensions, a low-scale civil war between 1999 and 2003. The root causes of the
conflict—land disputes triggered by inter-island migration, friction between traditional and non-traditional
authority, and access to resources and economic opportunities—persist today.

The development challenges highlighted in the 2017 Streamlined Country Diagnostic (SCD) remain
relevant. The 2017 SCD put forward state fragility and economic geography as cross-cutting themes and
laid out three pathways to improve development outcomes: (i) strengthen the foundation of well-being; (ii)
achieve inclusive and sustainable growth; and (iii) manage uneven development. The development
challenges and pathways identified in the 2017 SCD have not fundamentally changed and remain valid,
even as the COVID-19 pandemic and other shocks caused significant hardship. The 2017 SCD also
highlighted 16 policy priorities—four tier-1 priorities, six tier-2 priorities, and six other priorities, which
will be updated according to SCD guidelines.

The remainder of the Streamlined Country Diagnostics Update is divided into three parts. First, it
discusses recent developments in the country, focusing on economic growth, poverty and shared prosperity,
and environmental sustainability. Second, it describes the critical pathways to achieve sustainable
development and updates the prioritization of constraints. Third, it discusses vital knowledge and data gaps
in the country. In doing so, the SCD Update links Solomon Islands’ challenges and opportunities to broader
global challenges and the World Bank’s mission to create a world free from poverty on a livable planet.

Economic Growth

Economic growth in Solomon Islands has been slow and volatile, contributing to a growing gap in
per capita incomes compared to peer countries. For much of its history, economic growth has been
volatile, driven by developments in the primary sector. Between 2010 and 2019, growth averaged 4.2
percent. A combination of adverse shocks, including declining commodity prices, electoral unrest, and a
spate of natural disasters caused growth to decline in the second half of the decade. The COVID-19
pandemic, combined with renewed civil unrest in 2021 and the impacts of Russia’s invasion of Ukraine,
caused a sharp decline in output between 2020 and 2022 (8.3 percent contraction). Furthermore, Solomon
Islands had no convergence in per capita incomes with its peer countries. By 2022, per capita income was
less than one-fifth the level of its aspirational peers, having been closer to one-third before the Tensions.

The country’s historical growth driver, the logging sector, is in rapid decline, stressing the need to
unlock new sources of growth. Solomon Islands has a long history of logging that pre-dates independence.
At its peak in 2016, 3 million cubic meters of round logs were harvested, accounting for 22 percent of GDP,
70 percent of goods exports, and 19 percent of domestic revenue. After years of unsustainable extraction,
the sector is in long-term decline as reserves of sizable logs have largely been depleted. In 2022, log
production dropped to 1.6 million cubic meters, reducing output by half in merely seven years. Solomon
Islands, therefore, faces a pressing need to find new sources of economic growth to offset the decline in
forestry. Outside logging, however, most other sectors are underdeveloped. Tourism is currently limited,
despite an abundance of exquisite natural capital. Mining is also presently limited to a few isolated pockets
of the country, notwithstanding considerable natural resource endowments.

Poverty and Shared Prosperity

Multidimensional poverty declined between 2009 and 2019 but remains high. The Population and
Housing Censuses of 2009 and 2019 indicate improvements in various non-monetary outcomes. A
forthcoming World Bank report shows that the proportion of the population in multidimensional poverty,
identified based on deprivations in health, education, and living standards, fell from 43.5 to 35.4 percent
during the decade (World Bank forthcoming).!® However, the level of multidimensional poverty in

10 Multidimensional poverty is estimated based on the weighted deprivation scores in health (child mortality), education (school enrollment and
educational attainment), and living standards (housing, drinking water, sanitation, electricity, cooking fuel, and asset ownership).
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Solomon Islands is still higher than in other PICs and the average of lower-middle-income countries.'!
Deprivation in Solomon Islands is particularly severe in sanitation (61 percent of the population deprived),
electricity (83 percent), asset ownership (83 percent), and cooking fuels (84 percent).

Spatial inequality decreased due to a slight catch-up of rural and poor areas, but gender and other
inequalities persist. The incidence of multidimensional poverty is relatively high in rural areas—
particularly in Guadalcanal and Malaita Provinces, where in many wards, more than half the population is
multidimensionally poor. Nevertheless, the pace of reduction in multidimensional poverty was faster in
rural areas with higher poverty levels at baseline. Government investments in those areas—through, for
example, the Provincial Capacity Development Fund, the Rural Development Program (RDP),!? and the
Constituency Development Funds (CDFs)—have likely facilitated their catch-up. As a result, spatial
inequality decreased between 2009 and 2019. As of 2019, nearly two-thirds of the country’s
multidimensionally poor lived in Honiara, Guadalcanal, or Malaita Provinces. Nevertheless, women remain
disadvantaged across multiple dimensions—especially in the rural areas, with poor health outcomes,
including high maternal mortality and a higher likelihood of working in vulnerable employment.'* High
levels of gender-based violence (GBV) exacerbate many existing inequalities. Furthermore, access to
services for people with disabilities is largely absent while a large share of the youth is underemployed,
reflecting inequality of opportunities.

Many Solomon Islanders remain vulnerable to economic shocks, as demonstrated by the recent
COVID-19 pandemic and the 2021 civil unrest. While recent estimates of monetary poverty are unknown
due to the lack of data, the COVID-19 pandemic and the 2021 civil unrest likely affected the well-being
and livelihoods of vast swaths of the population, with worsening income, food security, education, and
health indicators. For example, employment fell from around 60 to 40 percent in 2022 during COVID-19
lockdowns, according to the World Bank’s high-frequency phone surveys (World Bank 2022b). With
limited coping mechanisms and social protection systems, such economic shocks can easily translate to
income reduction, deterioration of access to essential services, and food insecurity.

Environmental Sustainability and Climate Change

With climate change, temperatures will rise and become more variable, increasing the intensity and
frequency of extreme weather events and negatively affecting key sectors of the economy. A changing
climate will adversely affect agriculture and fisheries, among other sectors. Main crops could face reduced
yields from changing temperatures, particularly impacting rural households. For fisheries, increasing sea
temperatures will gradually reduce catch size, with tuna catches expected to fall by between 9 and 26
percent by 2050 (Bell et al. 2021). Furthermore, climate change is also likely to increase the intensity and
frequency of storms and floods. With rapid urbanization and 60 percent of the population living within 1
km of the sea, the country and its people are particularly vulnerable to climate change and natural disasters
with more frequent coastal flooding having potentially devastating impacts on the population (Andrew et
al. 2019).

Climate change also affects the well-being of the vast majority of the population. Solomon Islands is
ranked the 34™ most vulnerable country globally to weather events in terms of fatalities.'* The increased
frequency and intensity of tropical cyclones, storms, and heavy rainfall lead to physical injuries,
displacement, damage to health infrastructure, impacting access to clean water and sanitation and disrupting
health services (Filho et al. 2020). These events can also facilitate the spread of waterborne diseases like
cholera and typhoid. Warmer temperatures and altered rainfall patterns create favorable conditions for

! Based on an internationally comparable Multidimensional Poverty Index (MPI), Solomon Islands’ multidimensional poverty (0.168) is higher
than Kiribati (0.080) and the average of lower-middle-income countries (0.120) (World Bank forthcoming).

12 A World Bank-financed project that operated from 2007 to 2022.

1376 percent of women’s and 52 percent of men’s employment is classified as vulnerable (World Development Indicators database, World Bank,
Washington, DC. Estimates are based on data obtained from International Labour Organization, ILOSTAT, at https://ilostat.ilo.org/data/).

4 Germanwatch Climate Risk Index, based on disasters since 2000.
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vector breeding, increasing the incidence of diseases such as dengue fever and malaria. Climate-related
displacement due to natural disasters is already occurring, with populations relocating from low-lying atolls
to urban areas (Birk & Rasmussen 2014; World Bank 2023). Promoting adaptation and disaster
preparedness is crucial to safeguard the vulnerable population.

Solomon Islands’ ecosystems are at risk, further aggravated by climate change. Terrestrial and marine
ecosystems and natural resources are vital for the country’s economic development, resilience, and
livelihoods. However, excessive land use, unsustainable logging, soil degradation, lack of proper waste
management, and pollution negatively affect environmental sustainability. Increased extreme weather
events will make it even more challenging to safeguard the environment. For instance, mangroves and coral
reefs are crucial for coastal protection, but they are declining due to pollution and climate change impacts—
modeling suggests a 90 percent decline in coral reef cover in a high emissions scenario.

Development Priorities

The SCD Update maintains a focus on sustainable economic growth, the foundations of well-being,
and uneven development, but updates the development priorities. The three dimensions correspond to
the development pathways identified in the 2017 SCD and remain valid today. The SCD Update only
changes the order of the pathways by putting the pathway for sustainable economic growth first, reflecting
its critical importance as highlighted by the recent Country Economic Memorandum (CEM) (World Bank
2024). The development priorities have been updated based on recent analytical work and evidence-based
benchmarking (see the appendix for more details, including the link to the new WBG vision and
framework). Below, the document elaborates on the three development pathways and corresponding
priorities.

Pathway 1: Achieve inclusive and sustainable growth

Strong fiscal management, private sector development, and climate and environmental resilience are
needed to achieve inclusive and sustainable growth. Climate change, poor public financial management,
and a decline in a traditional growth driver necessitate a focus on inclusive and sustainable growth. The
priorities identified by the SCD Update include (i) supporting strong fiscal management; (ii) enhancing
private sector development; (iii) supporting sustainable growth in agriculture, fisheries, tourism, and
mining; (iv) strengthening the management of the natural environment; and (v) improving climate and
environmental resilience.

Reforms are needed to ensure long-term fiscal sustainability. With revenue from the logging sector in
decline and a large public investment pipeline, public debt is expected to increase from 20 percent of GDP
in 2023 to 27 percent of GDP in 2026. The 2023 Debt Sustainability Analysis puts Solomon Islands at a
moderate risk of debt distress but recommends a prudent fiscal policy. To ensure long-term fiscal
sustainability and effective fiscal action, several reforms are needed as stressed by the Public Expenditure
Review (World Bank 2022a). First, it is essential to improve the quality of spending, including in CDF,
health and education expenditures. Second, the implementation of value-added taxes (VAT) and reforms in
non-tax revenue and income taxation are needed to bolster revenue generation. Third, improving debt
management and the establishment of a credible fiscal anchor would contribute to debt sustainability.
Finally, Solomon Islands would benefit from Public Financial Management (PFM) reforms, including the
compilation and publication of fiscal accounts, Public Investment Management, and legislative and
regulatory reforms (a review of the PFM Act and the issuance of PFM regulations). Efficiency savings in
public expenditures, the successful implementation of the tax reform agenda, and PFM reforms could
generate substantial fiscal gains (8 percent of GDP), generating the fiscal space to rebuild fiscal buffers and
contribute resilient development (World Bank 2022a).
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Several constraints prevent an acceleration of private sector-led growth, including land use, labor
market skills, access to finance, affordable energy, and regulatory constraints (World Bank 2024).
The private sector is heavily concentrated in and around Honiara and consists mostly of small and medium
enterprises. Strikingly, the sectoral composition of the private sector has remained remarkably unchanged
over the past decade. Difficulties in obtaining land, limited skills in the labor market (that is, overall low
human capital and educational mismatch), restricted access to finance, the high cost of electricity, and a
heavy regulatory burden explain the limited structural transformation. First, access to land and the ability
to exchange it is severely limited, as around 80 percent of the land in Solomon Islands is unrecorded
customary land. Second, Solomon Islands is among the lower-middle-income countries with the highest
share (54 percent) of workers who are under-educated for the jobs they hold. Third, private sector
development is also hindered by limited access to finance due to both supply- and demand-side factors.
Fourth, energy prices are amongst the highest in the world, while access to grid-connected electricity in
Solomon Islands remains low. Finally, while the government has made progress in moving some parts of
business service online, these reforms are undermined by gaps where steps still need to be done in person.
Many of these constraints are felt more keenly by women, who face even higher barriers to land access and
access to finance due to restrictive social norms around decision making (PFIP 2021). Addressing these
constraints is expected to increase investment and job creation, boost productivity, and stimulate economic
growth (see World Bank 2024 for more detail).

Overcoming economic challenges may generate a growth dividend in agriculture, fisheries, tourism,
and mining. The primary sector and tourism have high growth potential (World Bank 2017). With large
yield gaps, significant scope exists to increase domestic supply in agriculture, enhance downstream
processing, and introduce high-value commodities. A tailored approach to agricultural development is
recommended. Regarding fisheries, linking small-scale fisheries with growing urban markets presents
opportunities to enhance sustainable and inclusive growth and food security. With significant historical,
natural, and cultural assets, Solomon Islands can develop niche markets in the tourism sector, providing a
possible source of quality and stable work for women who have been able to leverage a comparative
advantage in tourism in other contexts (Twining-Ward and Zhou 2017). The mining sector can potentially
drive growth in the medium term, but governance challenges must be addressed. Furthermore, there is
limited access to finance, information, and transport connectivity, while skills and aspirations hold back
growth at the firm level. Finally, the business environment is not conducive to growth, limiting investment
in the productive sectors (see above). Investing in digitalization, mechanization, infrastructure investment,
and skills building (particularly for women, who are often excluded from technical skills training) may
unlock private investment, raise productivity and human capital, and thus drive economic growth.

To achieve sustainable growth and development, there is a need to strengthen the management of the
natural environment and improve climate resilience. Action is needed on several fronts. There is a need
to develop legislation on environmental protection and biodiversity, make progress on enforcing existing
regulations (e.g., in the mining sector), further develop benefit-sharing arrangements, and expand the
country’s conservation areas, which currently covers less than 1 percent of its exclusive economic zone.
Implementing the new climate change policy, developing a Climate Change Act, and making progress in
accessing climate finance are crucial to enhancing climate resilience. Relatedly, the country can consider
delivering climate finance to local levels through locally led and gender-sensitive climate action and more
active participation in carbon credit markets, but longstanding land challenges would need to be addressed.
Finally, more research is needed to better understand and address the impacts of climate change.

Pathway 2: Strengthen the foundations of well-being

Strengthening the foundations of well-being, the first pathway formulated in the 2017 SCD, remains
relevant. Despite moderate progress, a large proportion of the population remains deprived in various
(nonmonetary) dimensions. Improving their well-being is predicated on access to essential quality services.
Moreover, such services are critical to enhancing their productive capacity, accelerating economic
development, and reducing poverty. Establishing and gradually expanding a social protection system is also
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key to addressing vulnerabilities and protecting, preserving, and promoting human capital, especially in
times of emergency. The SCD Update identifies the following priorities under this pathway: (i) provision
of quality education services; (ii) provision of quality health services; (iii) establishing social protection
systems; (iv) expanding access to utilities (water, sanitation, and electricity); and (v) improving government
accountability, transparency, and effectiveness.

Developing human capital through quality education and health services is a critical priority. The
country’s low-quality education is a persistent challenge. The percentage of adults who completed upper-
secondary education is 11 percent, significantly lower than other PICs and comparator countries.'> Net
enrollment rates at the primary (58 percent) and secondary (36 percent) levels are also very low. Poor health
outcomes prevent people from fully realizing their productive capacity. For instance, a third of children
under age five still face stunting.'® The country’s relatively high maternal mortality ratio, 122 deaths per
100,000 live births as of 2020, also reflects the need to promote access to quality health services.!” High
rates of GBV are also a significant impediment to (mainly women’s) well-being and that of their families,
negatively impacting not only health but education and economic opportunity as well (World Health
Organization 2021)."® Therefore, it remains crucial to provide quality education and health services,
particularly those targeting early-age children given human capital development, including GBV support
services and reduction efforts.

Developing a social protection and jobs system will reduce vulnerability, preserve human capital, and
support social inclusion. The current social protection system in Solomon Islands is limited, and it has
proven inadequate to respond to large-scale disasters and shocks. It is critical to establish and gradually
expand a social protection system that can adapt to shocks and changes in circumstances. In the short term,
the country should assess the status of the social protection system by identifying existing social protection
and jobs programs, institutional arrangements and partnerships, data, and financing options to support social
protection at regular times and in emergencies. Information management systems and databases are critical
to ensure that the country can identify to whom social protection interventions should be delivered and what
financing arrangements must be put in place to quickly avail the necessary resources to reach people in a
timely manner. The country may consider introducing social assistance programs that can promote skills
development or that aim to assist the most vulnerable, including children, women, the elderly, and people
with disabilities. The social protection system can also be expanded by introducing social insurance and
unemployment benefits programs to protect people at different life cycle stages. This includes
understanding the extent to which existing programs can be leveraged to focus on social assistance
programs to protect the vulnerable, which can subsequently be expanded to include other elements such as
unemployment benefits and reskilling programs.

Many people, including women, still lack basic access to water, sanitation, and electricity, which
worsens their well-being and constrains their livelihoods. While there have been some improvements in
access to drinking water, more than 20 percent of the population is still deprived of basic drinking water
services, which is significantly worse than in other comparator countries.!” That 20 percent generally relies
on climate-vulnerable sources, such as untreated rainwater. Moreover, one in five people still spends more
than 20 minutes collecting water every time (SINSO 2023). Deprivation in access to basic sanitation
services is particularly severe: only 30 percent of Solomon Islanders have such access, significantly lower
than the average of PICs (82 percent). Deteriorating access to sanitation facilities in rapidly growing

15 The average population shares (age 25 or older) with upper-secondary education completed are around 26 percent in PICs and lower-middle-
income countries, according to the World Development Indicators (WDI).

16 About 32 percent of children under 5 are estimated to face stunting, according to the WDL

'7 The average maternal mortality ratio is 120 in structural peers and 38 in aspirational peers, according to the WDI.

'8 More than half of women reported experiencing physical or sexual abuse by a partner in their lifetime (Ming et al. 2016).

19 The proportion of people deprived of basic access to drinking water is 6 percent in PICs, 12 percent in structural peers, and 3 percent in
aspirational peers (WDI).
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Honiara and surrounding urban areas is a concern due to negative spatial externalities.”’ The country’s
access to grid electricity remains limited (17 percent, as opposed to 86 percent in PICs) and only 76 percent
of the population has access to some form of electricity, mostly solar lanterns for lighting, which have
limited other purposes (World Bank forthcoming). Accelerating renewable energy, particularly distributed
renewable energy (DRE) such as solar mini-grids and off-grids, is a potential solution, requiring adequate
regulatory and institutional framework. The impacts of poor infrastructure disproportionately affect
women’s time use because they are primarily responsible for unpaid domestic work. Furthermore,
inadequate access to essential services in schools and health facilities constrain human capital development,
specifically for people with disabilities.

To improve public sector governance, there is a need to strengthen the functioning of the civil service,
increase citizen engagement, and support the devolution of public resources. The quality of public
sector management and institutions in Solomon Islands is lower than most structural peers. Furthermore,
Solomon Islands scores low on government effectiveness and regulatory quality, reflecting low capacity in
civil service to formulate and implement public policies. To improve public sector governance, there is a
need to enhance the functioning of political markets by supporting citizen engagement and public
participation, devolution, and providing accurate information on policy outcomes. Furthermore,
strengthening the civil service and the policymaking process has the potential to improve government
effectiveness and regulatory quality.

Pathway 3: Manage uneven development

Managing uneven development remains a key development priority. Despite a slight catch-up of rural
areas between 2009 and 2019, the incidence of multidimensional poverty is still higher in rural areas (43
percent, as opposed to 16 percent in urban areas). A large share of the rural population still relies on
subsistence agriculture for a living and is therefore unlikely to benefit from economic growth and remain
vulnerable to (climate) shocks. Where gender gaps have closed somewhat in urban areas, such as gains
made in women’s education, gender inequalities persist in rural areas, with the needs of women and girls
more likely to be deprioritized in times of crisis (SINSO 2023). Rapid rural-to-urban migration can reduce
poverty among those capable of migration and with skills to enter the labor market. Yet most deprived
people will remain in rural villages. Meanwhile, poor management of urban growth due to lack of resources
and capacities limits the agglomeration benefits of urbanization. Spatially differentiated interventions are
needed to effectively support poor and vulnerable populations in urban and rural areas, including women
and youth. The priorities under this pathway identified by the SCD Update are (i) improving transport
connectivity; (i) expanding digital connectivity; and (iii) managing internal and international migration.*!

Developing connectivity infrastructure—transport and digital infrastructure—is key to overcoming
economic geography challenges. The country’s remoteness, its small and dispersed population, and
transport difficulties due to ruggedness and adverse maritime conditions make it challenging to realize
economies of scale. It is also costly to move goods, people, capital, and information within the country.
While key bottlenecks are currently being addressed, the country’s transport network is still in a dismal
state, with poor quality roads and maritime infrastructure, irregular shipping services, and congestion at key
connectivity points.?> Improved transport connectivity could facilitate a shift from subsistence farming to
income-earning activities and increase economic activity at provincial transport hubs. However, these
investments need to be climate resilient, supported by adequate prioritization, mechanisms for managing
operation and maintenance, and well-designed urban planning, and accompanied by complementary
investments and regulatory reforms. While digitalization has the potential to overcome certain geographic

2 The important role of urban sanitation for economic growth in lower-income countries has been reported by several studies, such as Castells-
Quintana (2017).

2! While related to inclusiveness (Pathway 1) and well-being (Pathway 2), these priorities put more emphasis on spatial and geographic aspects.
22 Only 52 percent of the population has access to rural roads in Solomon Islands, much lower than the average of PICs (77 percent), structural
peers (66 percent), and aspirational peers (90 percent), according to the Rural Accessibility Index. However, major works are underway to
improve transport connectivity, including roads, wharfs, bridges, and airport infrastructure.
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challenges and bridge binding data gaps, only 17.5 percent of the 12+ population has access to the internet.
Due to the country’s geography, it is costly to expand high-quality internet coverage. There is also a need
to narrow the digital gap for women and girls, especially those in rural and remote areas.

Internal and international migration can facilitate economic growth and poverty reduction if
managed well. While Solomon Islands remains a predominantly rural country, its pace of urbanization has
been among the fastest in the world.?* Much of this growth occurred in Honiara, which doubled the city’s
population between 2009 and 2019. While urbanization generally drives growth through non-farm job
creation and agglomeration externalities, such a shift is not evident in Solomon Islands.** A key reason for
Honiara’s limited ability to absorb internal migrants effectively is that the city government lacks many
foundational tools for effective urban planning and service delivery, such as land administration and own-
source revenue systems. Regarding international migration, Solomon Islands used to be a minor participant
in temporary labor mobility schemes. However, the number of seasonal workers participating in those
schemes has rapidly expanded in the last few years, reaching more than 7,500 workers by mid-2024. Labor
mobility also brings unique challenges for women, both as participants in mobility schemes and as partners
of those who take part. Women’s participation is generally lower in such schemes, reflecting a focus on
male-dominated occupational categories and household care obligations, and few mobility schemes
offering family provisions (Withers 2021). There are also implications for the women “left behind” by
partners traveling for work, with a risk of violence and stigma, and increased responsibilities to provide for
families and take care of households. Facilitating labor mobility while managing the process and social
costs is critical, as the recent rapid increase has already strained the government’s capacity to coordinate
the labor mobility process.

Knowledge and Data Gaps

The country’s severe data deprivation limits evidence-based policymaking and the monitoring of
development progress. As highlighted in the National Statistics Development Strategy, HIES is the most
important data source used to produce welfare and poverty statistics. It is challenging to assess and monitor
the country’s progress in reducing poverty and inequality without frequently collected HIES and other
survey data. The lack of recent HIES data also hinders the ability of the government to make evidence-
based policy decisions at a more granular level, whether across space or across different target
populations.” In addition, timely and high-quality economic statistics are lacking, including representative
labor market data. Social protection programs will benefit from an efficient civil registry database which
can interoperate with the main sources of data from the Solomon Islands National Statistics Office (SINSO)
and relevant ministries to allow the identification of vulnerable people using a unique identifier. The release
of national accounts data (GDP) tends to be delayed several years, and the estimates are based on
incomplete, outdated inputs. To properly understand and address gender inequalities, data must also be sex
disaggregated. Strengthening statistical capacity is imperative to fill critical knowledge gaps, including
robust analytical work on climate change.

Conclusion

Considering recent developments in the country, the Solomon Islands SCD Update has revisited the
priorities under three pathways to achieve inclusive and sustainable development. The pathways and
priorities described in this SCD Update are well aligned with the World Bank’s renewed vision, new
scorecard, and Global Challenge Programs (GCPs). Several priorities directly address the new livable planet
agenda, such as expanding access to utilities, improving climate and disaster resilience, and strengthening

3 The annualized urbanization rate from 2009—19 was 5.8 percent, more than double that of lower-middle-income countries (SINSO 2023; WDI).
2 The share of workers in non-agricultural sectors did not increase between 2009 and 2019, according to the Population and Housing Censuses
(World Bank forthcoming).

%5 The preparation of a new HIES and the improvements to business statistics are currently in progress with the World Bank’s financial and
technical support through the Building Capacity in Statistics and Audit Project (CAPSA, P180723).
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management of the natural environment.?® In addition, the priorities identified by the SCD Update are linked
to most of the new scorecard indicators and GCPs (see Table Al in the appendix). They are further
prioritized in Table A2 based on the expected impact on growth, poverty, and shared prosperity, the time
horizon to achieve such impacts, and their political and institutional feasibility.

Finally, it is important to underscore that the priorities under the three pathways are interrelated.
For example, transport and digital infrastructure can facilitate people’s access to quality health and
education services, productivity enhancement, and job creation. Labor mobility will help migrants acquire
labor skills and their remittances can support the well-being of family members. Well-managed
urbanization can promote private sector development and job creation, as well as poverty reduction. Growth
of key sectors, such as agriculture, is a key to inclusiveness and poverty reduction. For instance, the World
Bank (forthcoming) highlights strong poverty reduction among farmers who switched from subsistence to
commercial agriculture in places with better market access. Developing social protection systems will play
a critical role in the targeting of sectoral policies and programs, thereby improving the effectiveness of
public spending and supporting the vulnerable population to climatic shocks.

26 For example, the vision indicators corresponding to these are measured by millions of people with access to basic drinking water, sanitation
services, and hygiene globally, millions of people highly vulnerable to climate risks globally, and millions of hectares of healthy terrestrial
ecosystems globally, respectively.
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Appendix

Table A1: Comparison of priorities in the SCD and SCD Update
SCD 2017 SCD UPDATE 2024 CHANGES

Pathway 1: Achieve inclusive and sustainable growth

Support stronger fiscal and public
expenditure management
Catalyze significant tourism
development

Support the productivity and resilience
of smallholder agriculture and
fisheries, including their contribution
to nutrition

Reform customary land governance
and public land administration

Strengthen forestry governance

Support effective mining governance
and measures to spread the benefits of
mining

Increase the share of rents secured
from the oceanic fishery and improve
the sustainability of its management

Enhance opportunities for international
labor mobility
Strengthen the governance of CDFs

1. Support strong fiscal management
(SC4)

2. Enhance private sector development
(SC7, SC12, SC13, SC15, GCP: Food
and nutrition security)

3. Support sustainable growth in
agriculture, fisheries, tourism, and
mining

(SC7, SC12, SC13, SC15, GCP: Food
and nutrition security)

4. Strengthen management of the
natural environment

(SC5, GCP: Forests for development,
climate, and biodiversity)

5. Improve climate and disaster
resilience

(SC5, GCP: Fast track water security
and climate adaptation)

Pathway 2: Strengthen the foundations of well-being

Support the provision of quality, basic
education for all

Support the provision of better quality
health services for all

Establish formal social protection
systems

Support significantly expanded access
to improved water, improved
sanitation, and waste disposal services

Support significantly expanded or
higher-tier access to electricity

6. Provision of quality education
services

(SC2)

7. Provision of quality health services
(SC3, GCP: Health emergency,
prevention, preparedness, and
response)

8. Establish social protection systems
(SC1, GCP: Food and nutrition
security)

9. Expand access to utilities (water,
sanitation, and electricity)

(SC6, SC9, GCPs: Fast track water

security and climate adaptation;
Energy transition, efficiency and
access)

10. Improve government
accountability,  transparency  and
effectiveness

Pathway 3: Manage uneven development

Support the effective functioning and
connectivity of urban and other growth

11. Improve transport connectivity
(SC8)

Rephrased/refined

Priorities are regrouped/refined

Priorities are regrouped/refined

Priorities are regrouped/refined

New

Moved to Pathway 3

Incorporated in priority 10

Rephrased/refined

Rephrased/refined

Rephrased/refined

Two priorities are combined

New

Rephrased/refined
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centers to increase their contribution to
growth and well-being in both urban
and rural areas

12. Expand digital connectivity New
(SC10, SC11, GCP: Accelerating
digitalization)
13. Manage internal and international = New
migration
Strengthen local-level institutions of Incorporated in priority 4

public authority
Note: SC, World Bank Group Scorecard. GCP, Global Challenge Program.

Table A2: Prioritization

TIME
SCD UPDATE 2024 IMPACT HORIZON FEASIBILITY PRIORITY ‘

Pathway 1: Achieve inclusive and sustainable growth

1. Support strong fiscal management Very high Medium term High Very high

2. Enhance private sector development Very high Medium to long High Very high
term

3. Support growth in agriculture, fisheries, Very high Medium to long High Very high

tourism, and mining term

4. Strengthen management of the natural High Long term Medium High

environment

5. Improve climate and disaster resilience Very high Long term High High

Pathway 2: Strengthen the foundations of well-being

6. Provision of quality education services Very high Medium to long High Very high
term

7. Provision of quality health services Very high Medium to long High Very high
term

8. Establish social protection systems Medium Long term Medium Medium

9. Expand access to utilities (water, High Medium to long High High

sanitation, and electricity) term

10. Improve government accountability, Very High Long term Medium High

transparency, and effectiveness

Pathway 3: Manage uneven development

11. Improve transport connectivity High Medium to long High High
term

12. Expand digital connectivity Medium Medium to long High Medium
term

13. Manage internal and international Very high Medium term High Very high

migration
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