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Preface

This report was the first report prepared after the
Solomon Islands achieved independence in July, 1978. A draft was
discussed with the Government in October/November, 1979 and the
present version takes account of those discussions. It should be
pointed out that the authorities had already identified many of
the points raised in the report, and were undertaking or consider-
ing relevant courses of action. The report has also greatly bene-
fited from the preliminary work undertaken for the draft plan.
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COUNTRY DATA - SOLOMON ISLANDS

AREA POPULATION DENSITY (1976)

28,896 sq km 197,000 (February 1976) 6.8 per sq km
Rate of Growth: 3.4% (from 1970 to 1976)

POPULATION CHARACTERISTICS (1970) HEALTH (1978)

Crude birth rate (per 1,000) 41 Population per physician 7,100
Cruce death rate (per 1,000) 11 Population per hospital bed 325
Infant mortality (per 1,000 live births) 78 /a

ACCESS TO PIPED WATER (1976) ACCESS TO ELECTRICITY (1976)

% of population - urban 93% % of population - urban 80%
- rural 24% /b - rural

EDUCATION

Adult literacy rate (1970) 9%
Primary school enrollment ratio (1978) 70%

GNP PER CAPITA IN 1977: US$385/c

GROSS NATIONAL PRODUCT IN 1977 GOVERNMENT FINANCE Central Government
SI$ Mln. % GDP

US$ Min. 1977 1977 1975-77

GNP at market prices 76.4 100.0 Current receipts 12.0 17.3 16.3
Gross domestic investment 10.6 13.9 Current expenditure 13.7 19.7 18.9
Gross domestic saving 6.5 8.5 Current deficit 1.7 2.4 2.5
Exports of goods, NFS 34.4 45.0 Development expenditure 7.6 11.0 10.9
Imports of goods, NFS 38.5 50.4 External assistance and other (net) 9.3 13.4 13.4

MONEY. CREDIT AND PRICES 1974 1975 1976 1977 1978
(Millions SIS outstanding at end period)

Money and quasi-money n.a. n.a. n.a. n.a. 33.1
Bank credit to public and

private sectors /d 5.4 5.3 5.1 5.6 5.9

(Percentages or index numbers)

Consumer price index (1970=100) 136.8 150.6 157.1 170.3 181.2
Annual percentage changes in:

Consumer price index 18.9 10.1 4.3 8.4 6.4
Bank credit to public and

private sectors /d n.a. -1.9 -3.8 9.8 5.4

BALANCE OF PAYMENTS 1975 1976 1977 1978 je MERCHANDISE EXPORTS (AVERAGE 1975-77)
(US$ Mln.)

US$ Mln. v
Exports of goods, NFS 17.3 26.1 34.4 37.4

Imports of goods, NFS 36.3 34.9 38.5 46.5 Fish 7.3 30.0
Timber 6.7 27.6

Balance on goods and services -19.0 -8.8 -4.1 -9.1 Copra 6.5 26.7
Palm products 1.7 7.0

Investment income -0.4 -0.6 -0.7 -O.9 Cocoa beans 0.3 1.2
Current transfers 3.7 2.8 3.7 4.3 Other domestic exports 1.0 4.1

Balance on current account -15.7 -6.6 -1.1 -5.7 Re-exports 0.8 3.4
Total 24.3 100.0

Menium and long-term capital 14.0 14.0 12.8 19.0

Short-term capital 0.7 0.6 0.7 12.1 EXTERNAL DEBT. DECEMBER 1978
Overall balance -1.0 8.0 12.3 25.5

Increase in official reserves - - - 25.1 USS Ml.
Official reserves at end of year - - 3.0 28.1 L

Public debt 1.2
RATE OF EXCHANGE

1974 1975 1976 1977 1978 DEBT SERVICE RATIO FUR 1978 /g Z

SI$1.00 - US$ 1.4408 1.3102 1.2252 1.1090 1.1447 Public debt 0.04
US$1.00 = SI$ 0.6941 0.7632 0.8162 0.9017 0.8736

/a First births only.
/b Access to potable water supply.
7c Calculated by the same conversion technique as the World Bank Atlas. All other conversions to dollars in this

table are at the average exchange rate prevailing during the period covered.
/d Mostly private.
/e Preliminary.
/f With the Australian dollar circulating as the domestic currency, the country held no official external reserves

prior to 1977.
/ Ratio of debt service to exports of goods and nonfactor services.

November 13, 1979





CURRENCY EQUIVALENTS

Currency Unit = Solomon Islands Dollar (SI$)

SI$1 US$1.09
US$1 = SI$0.92

Average rate prevailing in March 1980

FISCAL YEAR

January 1 - December 31

SYMBOLS

-= zero
= negligible

n.a. = not available
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THE SOLOMON ISLANDS

AN INTRODUCTORY ECONOMIC REPORT

SUMMARY OF MAIN ISSUES AND RECOMMENDATIONS

1. The Solomon Islands extend over 1,400 km from one extremity to the
other, covering a total land area of some 29,000 sq km. The country has a
population of iust over 200,000, and a relatively low population density of
7 persons per sq km. The per capita GNP is estimated at about US$400.
Agriculture, inc.luding forestry and fisheries, is the predominant activity.
The country attained full independence in July, 1978.

2. Overall, the economy of the new nation has advanced at a satis-
factory pace in recent years. However, export production from large-scale
commercial operations provided the main momentum for growth, while small-
holders did not benefit significantly. Greater emphasis on smallholder
agriculture will be needed if rural population is to benefit sufficiently
and enough opportunities for earning cash incomes are to be created. This
introductory economic report, the first Bank report since the country's
independence,/l describes the present economic situation and discusses the
most critical issues with which the country is confronted. Recent
developments and issues in agriculture, human resource development and
domestic resource mobilization receive special attention. This chapter
summarizes the main issues and recommendations, which are discussed in
greater detail elsewhere in the report.

Main Development Issues

3. The country faces four main development issues:

(a) Employment. The creation of sufficient jobs for a fast-growing
work force will constitute the most difficult task. Merely to
maintain the present low proportion of the work force deriving
incomes partly or wholly in the form of cash will require creating
opportunities for earning cash incomes from employment or
self-employment for much larger numbers than in the past. In
practice, owing to the growing exposure of the country to the
outside world and improving educational facilities, the proportion
of the work force seeking cash-earning opportunities is likely to
increase substantially, thereby compounding the problem.

ft The previous report, The Economy of the British Solomon Islands
Protectorate (Report No. FAP-3a) was issued in April 1969.
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(b) Rural Incomes. The most disturbing feature of the rural areas,
where 90% of the population resides, is the sparsity of oppor-
tunities for earning cash incomes. The per capita cash incomes in
rural areas are low in absolute terms as well as relatively to
those in urban areas. The recent trend in rural cash incomes is
also of concern. Because of the emphasis on large-scale agricul-
ture, and the high dependence of rural households' cash income on
the price of copra, the cash income of rural households from crop
production has grown at a slower pace than other monetary incomes.
If growth is to benefit the mass of the population, greater
attention will need to be given to enlarging and diversifying
opportunities for earning cash incomes in smallholder agriculture
since, with the subsistence activity providing a relatively
comfortable standard of living, rural production and incomes can
only be substantially increased through the expansion of opportu-
nities for selling marketable surpluses for cash. Smallholder
production of copra will increase over the next few years as a
result of the past plantings and replantings of coconuts, and
smallholder involvement in cocoa and beef should also continue to
increase, but, unless further measures to develop small-scale
agriculture are taken, the growth in rural households' cash
incomes will continue to lag behind other monetary incomes.

(c) Regional Balance. Different resource endowments, partly reflected
in variations in land availability per household for cash crop
production, concentration of large-scale agricultural investments
in a few provinces and lack of sustained efforts to foster
balanced regional development have resulted in a very uneven
distribution of the benefits of development. A serious conse-
quence has been the emergence of wide regional disparities in the
opportunities for the rural population to earn cash.

(d) Localization. The low educational development of the Solomon
Islanders is not only a serious constraint to economic development
but also restricts the extent to which the benefits of growth can
be captured for the citizens. Because of an acute shortage of
skilled local manpower, a heavy reliance has had to be placed on
foreign skills. A high proportion of middle- and high-level
administrative, managerial and technical posts in both private and
public sectors are held by expatriates, and noncitizens also dom-
inate large commercial and industrial enterprises and trade. In
view of this, increasing the participation of Solomon Islanders in
the economy is undoubtedly the greatest challenge facing the coun-
try at present.

4. These issues suggest that a balanced expansion of the exchange
economy and human resource development should constitute the main obiectives
of the development strategy. To ensure a satisfactory growth in rural
incomes and satisfy the demand of a rapidly growing work force for cash
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incomes from employment as well as self-employment, it is imperative that
opportminities for earning cash incomes be steadily and substantially
increased. Expansion in formal employment greatly above that realized in
recent years will be difficult to achieve since even in the recent period of
high private investment and exports, about one-half of the growth in formal
employment occurred in the public sector. Consequently, if rural incomes
are to improve significantly and the demand for cash incomes is to be
reasonably met, the creation of opportunities for earning cash in
smallholder agriculture must be accelerated.

5. Rapid development of human resources will necessitate the
provision of educational and training facilities at all levels. Unless
determined efforts are made to raise the supply of experienced local
administrators, managers, professionals and entrepreneurs, the country will
have to countenance either a rapidly growing reliance on foreign manpower or
a lower growth rate. Government policies have so far lacked a well-
formulated and consistent strategy for dealing with the issue of human
resource development.

Elements of Sectoral Development Strategy

6. Agricultural Development. Satisfactory economic progress in the
future will depend on a rapid development of both large-scale and
smallholder commercial agriculture. Greater stress on smallholder
agriculture should not necessitate a slowdown in large-scale developments
since sufficient land is available for both types of activity to proceed
simultaneously. However, if the benefits from large-scale enterprises are
to be maximized, smallholder developments should be linked with estate and
plantation developments wherever feasible, and the possibilities for
localization within such enterprises should also be vigorously pursued.
With the recent growth and diversification of exports, brought about largely
by large-scale enterprises, and the acquisition of equity by the Government
in such enterprises, more favorable conditions now exist for the country to
realize greater gains from large-scale commercial agriculture.

7. The difficulties of acquiring the use of customary (communally
owned) land could become a major constraint to the further development of
estate and plantation agriculture. The mission has noted that the
Government is studying the problem of land tenure in detail. While land
tenure problems tend to be complex and sensitive, it is hoped that policy
initiatives that will permit land disputes to be settled more expeditiously
will be forthcoming.

8. The responsiveness of smallholders to economic opportunities,
reflected in the sensitivity of their copra production to prices and their
growing participation in the production of beef, cocoa and spices, augurs
well for the future of the smallholder cash agriculture. The main
prerequisites for a sizable and sustained growth of smallholder agriculture
are identification of additional crops suitable for smallholder
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participation and a considerable expansion of extension services. More
generally, a strategy for the development of smallholder cash agriculture
should include the following elements:

(a) intensified efforts to involve smallholders in oil palm and other
suitable crops through nucleus estate arrangements;

(b) continued expansion of smallholder production of beef, cocoa and
spices

(c) stepping up of research into new crops, such as rubber and coffee,
which appear suitable for smallholder involvement;

(d) substantial expansion and upgrading of extension staff;

(e) coordinated development of ports, roads, shipping and marketing
facilities; and

(f) strengthening of the staff of the Development Bank of the Solomon
Islands, especially in relation to loan appraisal and supervision.

9. To improve the cash income of the rural population in the short
term, consideration should be given to reducing the burden of export
taxation on smallholder cash income from copra. Given that the growth of
smallholder cash incomes from crop production has lagged behind and bears
heavier taxation than other cash incomes, and smallholder copra production
is sensitive to price changes, a lower burden of taxation on smallholder
export incomes from copra would be desirable on the grounds of equity as
well as economic efficiency. Additionally, the functions of the Copra Ex-
port Duty Revenue Stabilization Fund should be reviewed after a few years.

10. Human Resource Development. To tackle human resource development
effectively, a comprehensive strategy for education, skill training and
localization is urgently needed. Such a program should include the
development of primary, secondary and tertiary education to provide the
minimal formal education needed to produce the requisite skills as well as
on-the-job training in the public and private sectors to develop those
skills. It should also aim at localization at a maximum rate consistent
with the availability of trained local manpower. This report focuses on the
first aspect.

11. The major recommendations of the report are that an improvement in
the quality of primary education and a substantial expansion of general
secondary education should be the main priorities in the development of
formal education. The need for the former arises from the desirability of
providing basic education of an adequate quality to the majority of the
population. Additionally, unless the quality of primary education is
steadily improved, the supply of primary school graduates with the
educational background needed for secondary education will be limited, and
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this will, in turn, restrict the country's ability to produce sufficient

middle- and high-level manpower. The main steps that need to be taken to

improve the quality of primary education are an increased output of trained

teachers and improved availability of textbooks and other teaching

materials.

12. To alleviate the present acute shortage of skilled local manpower
and to enhance its future supply, a significant expansion of enrollment at
general secondary schools is needed. The present deficiency is reflected in

the difficulties experienced by commerce and industry to recruit secondary

school leavers, the inability of the Teachers College to attract sufficient

students, the persistence of a high number of vacancies in the public

service and the slow progress of the localization policy. !lhile there is

room for diverse opinions on the proportion of students who should go on to

secondary education, there can be no doubt that the present situation, where

only one student out of every ten completing primary education enters
general secondary schools, must be rectified. In the mission's judgment,

the annual intake of general secondary schools needs to be increased from

400 to 600 students as soon as this can be done without lowering standards.

13. Equality of opportunity for primary education is yet another area

where policy initiatives are needed. More specifically, greater efforts are

needed to raise the enrollment ratio for girls, which is markedly below that

for boys, and to reduce regional disparities in educational opportunities.

14. It is too early to pass a judgment on the vocationally oriented

new secondary schools. These schools clearly have a role to play in the
educational system, since without them the formal education of about 90% of

the primary school leavers would terminate. Powever, adequately trained

teachers must be found and proper equipment provided if the schools are to

succeed in their primary responsibility, teaching skills relevant to the

rural environment.

15. Educational development will involve substantial recurrent
expenditure. While every effort should be made to raise the needed
recurrent revenues, reasonable educational progress is so critical at this
stage of the country's development that high priority projects should not be
delayed because of inadequate recurrent finance. In the current unusual
situation, where the shortage of recurrent resources is more acute than
domestic capital finance, the use of domestic capital funds to meet part of
the recurrent costs of education would be justified. Such a policy would,
however, be advisable only as a short-term measure, until the revenue base

can be sufficiently expanded.

16. Regional Development. Unless determined measures are taken,
provincial disparities in income are likely to widen rather than narrow.
A more balanced development will require the provision of greater finance,
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in per capita terms, to the relatively less developed provinces, but
financial resources alone will not be sufficient. The less developed parts
of the country must also be assisted to find the required staff.

17. It is suggested that the strategy to spread the benefits of growth
more evenly incorporate the following policy initiatives:

(a) special efforts to enlarge the cash sector in the provinces where
the development of commercial agriculture has lagged;

(b) inclusion of an 'equalizing' element in the central government
grant formula for the provinces to facilitate the provision of basic
public services, such as education, health and water supplies, at a
comparable standard throughout the country; and

(c) favorable treatment of the less developed provinces in the trans-
fer of central government staff to the provinces in the context of
decentralization.

Investment and its Financing

18. Achieving improvement in real per capita incomes at a satisfactory
pace and generating reasonable opportunities for earning cash incomes will
require higher rates of investment than realized over the last two to three
years. The present rate of investment of about 15% of GDP cannot be consid-
ered high in a small economy which is subject to diseconomies of scale.
Paising the rate of investment will be difficult unless both public and
private capital formation can be increased.

19. The financing of greater investment efforts will require vigorous
efforts to mobilize domestic resources as well as a moderately increased
reliance on foreign savings. Given the country's small size, a good endow-
ment of natural resources, and reasonable chances of meeting a large propor-
tion of its requirements for external financing through grants and equity
investments (rather than loans), the present resource gap of about 10% is
not unduly high. Mobilization of domestic savings would, therefore, present
greater difficulties than increased utilization of foreign savings.

20. Mobilization of rural savings should form an integral part of any
long-term strategy for raising the country's low rate of domestic savings,
estimated at 5% of GDP. Rural areas are not adequately served by banking
facilities at present, and rural savings appear to have stagnated in real
terms. Effective measures to mobilize rural savings could involve substan-
tial administrative costs in relation to new savings, at least in the
initial years; any subsidy that may be required should, however, be regarded
as an investment in the country's future. The following measures are
strongly recommended:
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(a) early decisions on the best way of expanding the coverage of

savings facilities in rural areas, and their prompt implement-
ation; and

(b) modification of interest rate and taxation policies in relation to
savings deposits with a view to improving the real rate of return,
which is negative at present.

21. The Government's ability to undertake a development program of a

reasonable size will depend critically on its willingness to raise recurrent
revenues. The UK budgetary assistance will need to be replaced by domestic
revenues, and an appropriate development strategy, especially in relation to

education, agriculture and transport, will have substantial recurrent cost
implications. At the same time, increasing reliance on borrowing from
multilateral institutions would require the financing for local capital
costs of projects, which has not hitherto been necessary. The present high
liquidity of the banking system, due mainly to historical reasons, presents

considerable opportunities for raising domestic capital finance through
domestic borrowing, but this situation is likely to be temporary.
Therefore, the Government must raise domestic revenues not only to meet the

recurrent costs of development outlays but also to begin to contribute to
national savings.

22. There will be significant opportunities for raising additional tax

revenues, but it is important that two general considerations are borne in
mind in utilizing these possibilities. First, while it may be too soon for

the country's political transition to be reflected in the tax structure, it
is desirable that the basic framework of a tax structure more suited to the

country's circumstances be established as soon as possible. As the numbers
of middle class Solomon Islanders grow, tax reform will become more diffi-
cult; the relatively rich Solomon Islanders will also wish to enjoy the
benefits (e.g., generous income tax allowances and low import duties on
luxuries) that were meant for expatriates. Second, only through the adop-
tion of innovative solutions that take account of the country's unique
physical and economic characteristics will it be possible to raise recurrent
revenues to the required extent. In particular, other countries methods of
allowing for high subsistence incomes in the design of tax structure need to

be studied and adapted to the country's circumstances.

Development Prospects

23. The recent growth and diversification of exports have created
favorable circumstances for sustained economic progress over the next plan
period. Exports will continue to provide the main momentum for growth.
The present expansion plans of joint venture enterprises should result in
substantial increases in the export volumes of major commodities, especially
those of palm oil, fish and rice. W4hile the price prospects for the country's



- viii -

exports, as projected by the Bank, are mixed, export proceeds should show
satisfactory growth if expectations concerning export volumes are borne put.
A steady increase in net inflows of medium- and long-term public and private
capital also seems highly probable. Although there is some uncertainty
about the level of assistance that may be expected from the United Kingdom
after 1981, the progress already made in diversifying aid sources and the
commitments received from both bilateral and multilateral agencies are
encouraging. All in all, the likely trends in export earnings and flow of
external capital suggest that the prospects for a satisfactory rate of
growth, but at a somewhat lower rate than the 7.4% achieved in recent years,
are reasonably good.

24. The present indications are that the country's administrative
capacity to formulate and implement projects and programs of the kind
indicated above, and its ability to raise recurrent revenues will be more
serious limitations on development than the availability of external
finance. Somewhat paradoxically, the kind of growth that will bring sizable
benefits for the Solomon Islanders will also place greater demands on the
scarce manpower resources than the enclave development of the past. Plans
for the decentralization of administration will place yet additional demands
on manpower. In view of this, all possible measures for strengthening the
country's implementation capacity should be carefully explored in the
context of the next plan.

25. While the implementation capacity can be strengthened in the near
term by the use of foreign manpower, development even in the short run will
suffer if recurrent revenues are not raised sufficiently. Indeed, bold and
imaginative measures to raise taxes and other domestic revenues will be
needed if a reasonably ambitious development program is to be undertaken.
Tax reform would also provide an opportunity to spread the burden of
taxation more equitably.



1. INTRODUCTION

General

1.01 The Solomon Islands constitute a scattered archipelago east of
Papua New Guinea. Six large islands - Choiseul, New Georgia, Santa Isabel,
Guadalcanal, Malaita and San Cristobal - account for most of the country's
land area of some 29,000 sq km. The largest, Guadalcanal, has an area of
approximately 5,650 sq km. The main islands are all mountainous, covered
with thick tropical rain forests and intersected by rivers. There are Few
areas of alluvial plains, the major one being on North Guadalcanal.

1.02 The country is divided into eight provinces, with populations
ranging 'rom 10,000 to 60,000. The three most densely inhabited provinces,
Malaita, Western and Guadalcanal contained two-thirds of the total popula-
tion of 197,000 at the time of the 1976 census. The capital city of Honiara,
situated on the north coast of Guadalcanal and designated as a province, has
16,000 inhabitants; other urban centers have less than 2,000 inhabitants each.
The populations of the remaining four provinces vary from 10,noo to 15,000.

1.03 The vast majority of the population (93%) is of the Melanesian
race. In addition, at the time of the last census there were 7,821
Polynesians, 2,753 Gilbertese, 1,359 Europeans and 452 Chinese. Over 90% of
the population is Christian. At least 87 vernacular languages are spoken on
the various islands. English is the official language, but Pidgin English
is the most effective lingua franca.

1.04 Most of the population reside in small, widely dispersed settlements
along the coasts. 60% of the people live in localities with fewer than 100
inhabitants and more than 80% in localities with fewer than 200. Provision
of infrastructure and social services is costly in such conditions. The
country's division into numerous islands, a low population density and the
dispersion of the population in small settlements make inter-island shipping
the main mode of transportation.

1.05 Village life is important in the Solomon Islands. The communal
ownership of most land, the extended family system and an ethic of sharing
goods and property between relatives, which is known as the wantok ("one-
talk") system, exercise a deep and pervasive influence on the country's
socioeconomic milieu.

Government

1.06 A British Protectorate since 1893, the Solomon Islands attained
internal self-government in January 1976 and became independent on July 7,
1978. The country's system of government is a parliamentary democracy with
a unicameral legislature. The National Parliament consists of 38 members,
including the Prime Minister and his Cabinet of 11 Ministers. General elec-
tions must be held every four years- the last election was held in June 1976.

1.07 The party system is not well developed. The largest party, the
National Democratic Party, which is recognized as the main opposition party,
claims the support of nine members. Other members of Parliament not in the
government tend to vote as independents. While the present, essentially
minority, Government has so far succeeded in obtaining the support of suffi-
cient independents, the task of reaching concensus on major policy issues
has been made more difficult by the absence of strong party allegiances.
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Economic Setting

1.08 The Solomon Islands is a predominantly agricultural country.
Agriculture, including forestry, livestock and fisheries, accounts for 70%
of GDP, some 30% of formal employment and almost all exports. The four main
exports, copra, timber, fish (mainly tuna) and palm oil and kernels,
provide 85% of the total export receipts, but exports of cocoa beans and
rice are growing. Large scale commercial operations are important in the
production of major cash crops.

1.09 Although the country's small manufacturing sector has grown
rapidly in recent years, the sector's development is still in its initial
stages. Tourism has not received much encouragement from the Government and
makes a minor contribution to the economy. While the country is endowed with
varied minerals, including bauxite, the relatively small deposits of most
known minerals have prevented their commercial exploitation so far.

1.10 Subsistence (nonmonetary) production is important. It contributes
40% to GDP, and nine out of ten households are engaged in subsistence food
production to some extent. As is typical in the islands in the Pacific, the
basic needs of the population for food and shelter are reasonably well met
from subsistence activity. A large proportion of rural households also
earns some cash from crop production and from regular or occasional
employment. Two-thirds of the rural households are involved in coconut
growing, which is an important source of cash income, and also provides a
major element of traditional diet.

1.11 The majority of the population, however, work for money only
intermittently. At the time of the last census, only 21% of the persons
between 15 and 54 years were working for a wage or salary, while a further
7% were self-employed, mostly as copra farmers or market gardeners. Non-
citizens play a major role in the economy; Europeans dominate the larger
commercial and industrial enterprises, while Chinese are important in trade.

Decentralization

1.12 Decentralization has been one of the major preoc-cupations of the
Government following independence. Since 1975, a large transfer of services
to the eight provinces (previously known as local councils) has occurred in
the areas of agriculture, education and health, and a recent white paper,/1
based on the the report of the Special Committee on Provincial Government,/2
proposes a substantial further devolution of powers.

/1 White Paper on Provincial Government, National Parliament Paper No. 44179
(October 1979).

/2 Report of the Special Committee on Provincial Government, (Chairman:
David Kausimae, O.B.E., M.P.), National Parliament Paper No. 14/79
(May 1979).
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1.13 The greatest pressure for decentralization has come from the richest
and the most commercialized part of the country, the Western Province, which
has had misgivings concerning the benefits it has received from government
spending in relation to the tax revenues derived from the province. The
widening interest in decentralization also appears in part to be a reaction
against the success of the enterprising Malaitans in finding jobs in other
islands, to which they have tended to migrate from their own relatively
densely populated island, and their importance in the public service. But
irrespective of the precise origin of the pressures for decentralization,
greater devolution of services to the provinces would be desirable in view
of the present low share of provincial bodies in total public expenditures
(about 10%) and the unreliability of transport and communications between
the islands. However, if the development effort is not to be disrupted, the
extent of decentralization and its timing should pay due regard to the
country's limited administrative and technical resources.

1.14 Further decentralization will pose three main problems, varying in
magnitude directly with the extent of devolution. First, the administrative
and technical capacity of the provinces would have to be strengthened when
the Government itself does not have sufficient skilled manpower to carry out
its present functions. The transfer of government staff to the provinces,
while necessary, would not solve the problem because decentralization would
increase rather than decrease the need to strengthen many departments at the
national level. Second, effective measures to coordinate central and provin-
cial policies must be developed. Otherwise, the emergence of different cen-
tral and provincial priorities would be difficult to avoid. Third, additional
independent sources of revenues would have to be found for the provinces.
The situation in which provinces largely derive revenues from government
grants would not be conducive to the development of a sense of financial
responsibility in the provinces. These problems should be carefully studied
before final decisions on decentralization are taken.

Development Planning

1.15 The country inaugurated its first national development plan in 1975.
The primary goal of the National Development Plan, 1975-1979 was to prepare
the country for independence. The plan's other major objectives include
decentralization, greater self-reliance, a more equitable regional distribu-
tion of development and localization. About two-thirds of the planned public
development expenditures of SI$ 60 million in 1975 prices (about 20% of GNP)
are likely to be realized by the end of the plan period.

1.16 The plan for the next five years, the National Development Plan,
1980-1984, was issued recently in a draft form. Balanced development of
smallholder agriculture, increased opportunities for earning cash, educational
development, improved transport and communications, and reform of the
machinery for handling land disputes and for recording and registering land
titles are among the main priorities of the draft plan. While the parliament
has taken note of the draft plan, it will be up to the Government formed after
the forthcoming elections to seek parliamentary approval for the proposed or
for a revised plan. Because the plan is in a draft form and is subject to
modification, it has not been analyzed in this report. The report has,
however, greatly benefited from the preliminary work undertaken for the draft

plan.
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2. GROWTH, STRUCTURAL CHANGE AN) INCOME DISTRIBUTION 11

Growth Performance in the 1970s

2.01 The Solomon Islands economy has demonstrated remarkable dynamism
in recent years. Over the last five years, 1973-78, real incomes grew at an
annual average rate of 7.4% (Table 2.1), which, even after allowing for the
country's unusually high rate of population growth of 3.4% p.a., resulted in
an increase in real per capita income of 4% p.a./2 This is a creditable
performance for a small island economy.

Table 2.1: GROWTH IN INCOMES, 1970-78

Gross domestic
product (GDP) Real Real per
at current Consumer incomes/a at capita

market prices price market prices Population /b incomes
Year (SI$ million) index (SI$ million) ('000) (SI$)

1970 28.6 100.0 28.6 163.1 175
1971 30.5 104.3 29.3 168.2 174
1q72 31.6 111.6 28.4 173.5 163
1973 35.6 115.1 31.0 178.9 173
1974 50.9 136.8 37.2 184.4 202
1975 49.5 150.6 32.8 190.2 173
1976 59.0 157.1 37.5 199.9 188
1977 69.5 170.3 40.8 206.0 1Q8
1978/c 80.2 181.2 44.3 214.0 207

/a Because of the importance of foreign trade in the economy, deflating
current GDP by the consumer price index yields a magnitude close to
real income (corrected for international terms of trade).

/b Mid-year.
/c Estimated.

Sources: Statistical Appendix, Tables 2.1, 7.1 and 7.2; and Statistics
Office, Ministry of Finance.

/1 Some sections of this chapter draw on material contained in a Development
Committee paper entitled "Review of the Solomon Islands Economy and
Policy Options for NDP 2."

/2 Many components of GDP and balance of payments are estimated from insuffi-
cient data. The GDP and balance of payments statistics should, therefore,
be treated as rough orders of magnitude.
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2.02 Progress in the eight years of the present decade taken as a whole,
however, has not been as impressive. Although real incomes rose at the rate
of 5.6% p.a. between 1970-78, the high population growth limited the improve-
ment in per capita incomes to a meager 2% p.a.

2.03 The real gains in per capita incomes have, in fact, largely occurred
during the last three years. Spurred by record copra prices and a sharp
recovery in copra output, real incomes soared by 20% in 1974, after three
years of virtual stagnation. In the following year, incomes fell precipi-
tously as the drop in copra prices coincided with lower receipts from other
major exports (timber and fish); real income per capita in 1975 slumped to its
1970 level. Since 1975, per capita incomes have recorded a steady, signifi-
cant improvement, reflecting a spectacular growth in exports. The recent
experience highlights the dependence of the country's growth performance on
external factors.

Availability and Use of Resources

2.04 The resources available to the country are the sum of its own pro-
duction and the excess of the imports of goods and services over exports
(import surplus). These resources may be used for consumption or investment.
A broad picture of the flow and disposal of national resources for the Solomon
Islands is given in Table 2.2.

2.05 The country's resource gap (i.e., the import surplus utilized for
the levels of consumption and investment achieved) is moderate in comparison
to that relied upon by other small countries. Higher resource gaps have
generally coincided with higher investment rates. The resource gap in
1970-72, when the average rate of investment reached a peak of 18% of GDP,
amounted to 13% of GOP.

2.06 The Government became actively involved in the country's social and
economic development only in the early 1960s. In response to the Government's
increased role in development, rates of investment have risen substantially
since the mid-1960s. The heavy investments in logging, fisheries, palm oil
and rice undertaken in the first half of the present decade pushed up the
rate of investment during 1970-72 and in 1975 to 17-18% of GDP. With the
completion of these major investments, however, the rate of investment has
lagged, declining to about 14% in recent years. This rate of investment
cannot be considered high in a country which, because of its small size and
fragmentation into numerous islands, is subject to diseconomies of scale and
requires a duplication of many facilities.

2.07 The rate of domestic savings has been modest, fluctuating around
5%. The Government's persistent deficits on the current budget throughout the
period under consideration mean that the country's savings have been wholly
generated in the private sector.



Table 2.2: RESOURCE AVAILABILITY AND USE, 1960-77
(percentage of GDP)

1960 1965 1970-72 1973-74 1975 1976-77

1. GDP at current
market prices 100.0 100.0 100.0 100.0 100.0 100.0

2. Imports /a 21.4 30.6 41.5 41.0 56.0 49.2

3. Exports/a 21.4 22.2 28.7 34.1 26.7 40.7

4. Resource gap (2-3) - R.4 12.8 6.9 29.3 8.5

5. Resource
availability (1+4) 100.0 108.4 112.R 106.9 129.3 108.5

6. Resource use
a. Consumption 91.9 96.4 Q4.8 97.1 112.0 94.2
b. Investment 8.1 12.0 18.0 9.8 17.3 14.3

7. Memorandum items:

Gross domestic savings
(6b-4) 8.1 3.6 5.2 2.9 -12.0 5.8

Government's grant
receipts /b 9.2 12.8 16.5 11.9 12.3 12.9

Factor payments and
private transfers n.a. n.a. 2.9 3.2 2.2 1.4

External capital
receipts /c n.a. n.a. 4.1 4.4 13.1 7.9

/a Goods and nonfactor services for all years except 1960 and 1965, for which
statistics for services are not available.

/b Current and capital.

/c Government's loan receipts, net direct investment and short-term capital.

Sources: Statistical Appendix, Tables 2.1, 2.2 and 3.1- and mission

estimates.



-7-

The Sources of Growth

2.08 According to the available data (which may not be very reliable),
the gross domestic product of the Solomon Islands was about eoually divided
between a monetary element and subsistence output in 1970. the monetary
element has since grown rapidly (in current prices), at 15% p.a., while gross
subsistence product increased at 12% p.a. These differential rates of growth
reflect structural change and the - albeit slow - monetization of the economy.
However, due account needs to be taken of the difficulties of valuing
subsistence output.

2.09 The evolution of the economy depends on the continued growth of
sources of monetary incomes, and the pattern of the past seven years is
summarized in Table 2.3. The primary sources of money incomes are exports,
government expenditures and investment. The expenditures they generate give
rise to consumption, itself a secondary source of money incomes, to the
extent that locally produced goods and services are consumed. Column 4
shows the total of primary income sources rising sharply from SI$ 20 million
in 1970, to SI$56 million in 1977, or a rate of growth of 16% p.a. The main
contributor to this growth was exports, which increased in value four times.
Although the contribution of exports to the growth of primary income sources
has been irregular, the trend has clearly been upward. By 1977, exports
accounted for 55% of primary income sources.

2.10 Government expenditures were the second most important source of
growth. After making an estimated allowance for government investment expen-
ditures, so as to allow for the fact that they are included in Column 3, other
government expenditures about doubled from 1970 to 1977. In the former year
they accounted for 47% of the total primary incomes in 1970, but they fell to
38% in 1977.

2.11 The ability of the Government to make such a significant contri-
bution is partly accounted for by the support received from foreign aid.
Columns 7 and 8 show that such aid consistently financed 40-50% of total
government expenditures in recent years, including the government share of
total investment and consumption expenditures. In 1978 and 1979, the amount
of foreign grants rose sharply. The share of net external borrowing in total
external assistance, which was negligible before 1978, can be expected to
increase in significance in the future.

2.12 If the economy is to be less dependent upon external aid in the
future, government expenditures will need to be financed more and more from
domestic revenues. These revenues, in turn, depend upon the other sources of
incomes to form the tax base.
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Table 2.3: SOURCES OF INCOME GENERATION, 1970-77
(SI$ million)

Government External Aid /c
expendi- Invest- Consump- % of

Year Exports tures /a ment Total tion /b Imports Amount Gov't exp.
(1) (2) (3) (4) (5) (6) (7) (8)

1970 7.3 7.5 4.9 19.7 27.4 11.0 4.5 48
1971 9.3 8.0 5.3 22.6 28.6 12.7 3.7 37
1972 9.4 8.3 6.1 23.8 30.0 13.9 6.8 57
1973 10.4 8.2 3.9 22.5 35.2 13.9 5.1 46
1974 19.1 10.0 4.6 33.7 48.8 21.6 5.2 40
1975 13.2 10.4 8.6 32.2 55.4 27.7 6.1 44
1976 21.3 12.4 8.9 42.6 57.3 28.5 8.3 47
1977 31.0 15.6 9.6 56.2 63.6 34.7 8.6 40

/a It has been assumed that 75% of development expenditures are investment
and this amount has been excluded from Column 2, so as to avoid double-
counting in the total given in Column 4.

lb Including Government.

LC Includes net foreign borrowing in 1977.

Source: Statistics Office, Ministry of Finance.

Structural Change

2.13 The country's growth has been based on its varied and plentiful
natural resources, which are just beginning to be effectively developed.
While production of agricultural, forestry and fishery products for export
has provided the momentum for growth, food production for domestic consumption
has also accounted for a significant proportion of increased output. The
growing desire to acquire goods that can only be obtained for cash has rein-
forced the effect of export growth on rural incomes, and resulted in a steady
expansion of the cash sector.

2.14 The sustained growth and increasing diversity of exports constitute
the most significant developments in the country's economic history over the
last two decades. Exports as a proportion of GDP grew from 21% in 1960 to
29% in 1971, rising even faster in the following years to reach 37% in 1978
(Table 2.4). Whereas copra accounted for almost 90% of exports in 1960,
copra, fish and timber each brought in about one-quarter of total export
proceeds in 1978. The last ten years have been characterized by continuing
diversification. Timber began to make a sizable contribution to export
receipts only towards the end of the 1960s; and exports of fresh and frozen



fish, which first emerged in 1971, have been supplemented by exports of
canned fish since 1974. The last three years alone have seen the emergence
of two new exports, palm oil and rice. Palm oil, which began to be exported

in 1976, already accounts for 17% of exports, while rice has been exported
on a significant scale only since 1977.

Table 2.4 GROIWTH AND STRUCTURE OF EXPORTS, 1960-78

1960 1965 1971 1973 1976 1978
…________ _________ (x)… ____________________

Copra 87.2 93.3 43.2 31.9 18.9 26.2
Fish - - 14.0 18.3 38.6 25.4

Fresh, frozen, smoked,
etc. /a ( - ) ( - ) (14.0) (18.3) (32.4) (20.3)

Canned ( - ) ( - ) ( - ) ( - ) (6.2) (5.1)
Timber /b 3.3 4.1 37.1 43.1 32.5 24.9
Palm products /c - - - - 6.3 16-9

Cocoa beans - 0.4 0.5 0.6 1.0 2.0
Rice - - 0.7 .. .. 2.7
Other 9.5 2.2 4.5 6.1 2.7 1.9

100.0 o0o.0 100.0 100.0 100.0 100.0

Total domestic exports
(SI$ million) 3.59 4.76 8.85 8.83 19.24 30.1

Domestic exports as
% of GDP 20.7 22.1 28.9 24.8 24.0 37.4

/a Including beche-de-mer.
/b Mainly logs, but including sawn timber and veneer sheets.
Ic Mainly palm oil, but including palm kernels.

Sources, 'Statistical Appendix, Tables 2.1 and 3.2- and mission estimates.

2.15 The smallholder has scarcely participated in the expansion of
timber, palm oil, fish and rice exports, since plantations account for the
bulk of timber production, palm oil and rice are confined to estates, and
the local involvement in the fishing industry is limited. A further reason
why the smallholder, who accounts for about 60% of copra production and the
bulk of whose cash income From crop production derives from this crop, has
not shared significantly in the direct benefits from the recent growth (see
para. 2.25) is that export receipts from copra have not grown as rapidly as
those of other major exports. Smallholder copra production in 1977 was at
the same level as in 1974. Large-scale agricultural operations were until
recently owned wholly by foreign companies, but the Government has now
acquired equity participation in all major agricultural enterprises through
the Government Shareholding Agency (see para. 6.27).



2.16 Production of food for domestic consumption, although less well-
documented than the export sector, has certainly met the challenge of
adequately feeding a burgeoning population. Absence of a generalized
shortage of land and a progressive decline in the share of foodstuffs in
imports suggest that food production for domestic needs has increased pari
passu with population, or by about one-third between 1970-78. Crops
produced mainly for local consumption include sweet potato (locally known as
kumara), coconut, taro, yam, cassava and banana. Per capita consumption of
coconuts is known to be high, but data on other foods are not available. It
has been estimated that a rural household consumes 4.2 coconuts per day;
this is equivalent to a total annual consumption in terms of copra of 8,800
tons, as compared to about 13-14,000 tons marketed by smallholders in a
normal year./l Increased production of rice. fish and beef has contributed
to the decline in the share of food in total imports, from one-quarter in
1960 to one-sixth currently; the country became self-sufficient in rice in
1978, and near self-sufficiency has been attained in beef.

2.17 Expansion of the cash economy is simultaneously a cause and an
effect of changes in the structure of the economy. According to the 1974-75
agricultural survey, about A5% of the rural households received some cash
income; the proportion is likely to be much greater now. However, the amount
of cash income per rural household remains low. Thus, about 40% of the total
GDP is attributable to the subsistence sector. Copra production enabled the
rural population to greatly increase its contact with the exchange economy.
The copra boom of 1974 and the strengthening of copra prices since 1977,
combined with the responsiveness of smallholder copra production to prices
(see para. 3.16), have enabled the rural population to establish a firmer
foothold in the cash economy. Although the recent growth in full-time,
formal employment has been limited (only 2,650 between 1971-77), the
agricultural sector significantly accounted for about 40% of the increase
(Statistical Appendix, Table 1.4). The opportunities for earning cash from
seasonal employment in agriculture, production of fruit and vegetables,
beef, cocoa and spices, and operation of canoes have also expanded.

Income Distribution

2.1P The normal difficulties of sketching a reasonably comprehensive
picture of income distribution in developing countries are accentuated in
the case of the Solomon Islands by the relatively high share of subsistence
output. Nevertheless, some significant features of the income distribution
can be delineated. These include wide income disparities between expatriates
and the local population, and between the rural population and urban dwellers.
The sluggish growth of smallholder cash incomes from the marketing of copra
and other commodities also stands out.

/1 G. Eele, 1974-75 Agricultural Statistics Survey: A Sample Survey of
Solomon Islands Smallholder Agriculture (Statistics Office, Ministry of
Finance, and Ministry of Agriculture and Lands, February 1978).
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2.19 The country's heavy dependence on foreign skills and capital
results in the transfer of a sizable fraction of monetary incomes generated
in the Solomon Islands to expatriate employees and foreign businesses. In
1977, for instance, wages and salaries received by expatriate employees
amounted to SI$6 million (Table 2.5). In addition, the sum of SI$5 million

Table 2.5: NET MONETARY INCOMES AT FACTOR COST, 1974 AND 1977
(Current SI$ million)

1974 1977

Wages and Salaries 11.13 17.70

Expatriates 4.59 6.00
Others 6.54 11.70

Operating Surplus 10.72 11.21
Business 6.61 7.70
Companies (4.07) (5.00)
Others (2.54) (2.70)

Government 0.15 0.75
Households 3.96 2.97
of which: copra (3.77) (2.43)

Total 21.85 28.91

Source: Statistical Appendix, Table 2.1.

shown as the operating surplus of companies accrued largely to foreign busi-
nesses. Thus, SI$11 million out of the sum of wages and profits (operating
surplus) of SI$28.9 million, or 38%, accrued to foreign employees and com-
panies. Clearly, this overstates the importance of foreign income because
taxes must be paid on such income. However, even after allowing for taxation,
the share of foreign income in total wages and profits, at 30%, remains
high./l The government policy of equity participation in large foreign
investments must be viewed against this background.

2.20 Confining attention to wages and salaries makes it possible to view
the problem from a different perspective. About 1,000 expatriates received
SI$6 million in wages and salaries, or SI$6,000 per capita./2 In contrast,
SI$11.7 million was divided among 15,800 Solomon Islanders, giving a per
capita figure of SI$740. The income disparity between Solomon Islanders and
expatriates should narrow as the supply of skilled local manpower increases.

/1 According to income tax statistics, expatriate employees and foreign com-
panies paid SI$800,000 and SI$1t3 million, respectively, in taxes in 1977.

/2 Excluding salary supplements paid by foreign governments.
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2.21 There is also a substantial divergence between the per capita
cash incomes of Solomon Islanders living in rural areas and those residing
in urban areas. The disparity in these incomes can be calculated only for
1974. Rural households received cash incomes of SI$3.95 million from the
sales of their production in 1974 (Table 2.5). In addition, they derived
cash incomes amounting to SI$2.69 million from regular, seasonal and other
temporary employment./1 Thus, an estimated rural population of 170,000
received cash income totaling SI$6.64 million, giving per capita cash income
in rural areas of about SI$40. Deducting SI$2.69 million from the total
wage bill relating to Solomon Islanders of SI$6.54 million (Table 2.5),
gives SI$3.85 million, which is the cash income from employment of Solomon
Islanders living in urban areas. Since an estimated 12,000 Solomon Islanders
resided in Honiara, the per capita cash income in urban areas works out at
about SI$320./2 The per capita cash income in urban areas was, therefore,
about eight times greater than in rural areas./3

2.22 The differential between rural incomes from all sources and urban
incomes will obviously be much lower because the greater proportion of rural
income does not come from the sale of goods or labor but from production for
own consumption. Abstracting from the almost intractable problems associated
with the estimation and valuation of subsistence production, per capita sub-
sistence income in rural areas may be taken at SI$125, the level implied in
the GDP estimates for 1974. The per capita total income (cash and noncash) in
rural areas, therefore, amounted to SI$165. Thus, when account is taken
of subsistence production, the average per capita income of Solomon Islanders
in urban areas is seen to be about twice the level in rural areas.

2.23 Given the rural household's small cash income, it is important to
analyze its recent trend. Data are available only on the household's non-
employment cash income. Since rural households derive 50-60% of their cash
income from the sale of copra and other commodities, a study of trends in such
income is, nonetheless, of great value. The two determinants of a household's
real cash income are the internal terms of trade (the relationship between
the prices of goods a household sells and those it buys) and production.

/1 The 1974-75 agricultural survey placed the average income per rural
household from employment at SI$86.92. A rough estimate of total
employment income of rural households can be derived by noting that there
were 30,890 rural households in 1974.

/2 Note that no allowance has been made for the cash incomes of urban
Solomon Islanders from sources other than employment.

/3 The ratio of rural/urban per capita cash incomes would rise from 1:8 to
1:15 if expatriates' employment incomes were taken into account.
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2.24 The terms of trade faced by the rural population in the Solomon
Islands may be derived by comparing copra prices with prices of nonfood items
(which, fortunately for the rural population, rose at a lower rate than food

prices). Because of extreme fluctuations in copra prices, it is difficult to
establish any trend in the internal terms of trade over the period 1970-78
(Table 2.6). Although over the period as a whole, copra prices and prices
of nonfood commodities rose roughly at the same rate, there were consider-
able annual differences: the terms of trade index in most years was
considerably below its base year value of 100 (in 1970), exceeding it
substantially only in 1974, the year of soaring copra prices. Broadly, the
internal terms of trade during the period were below their 1970 level by an
average of 8-10%.

Table 2.6? INTERNAL TERMS OF TRADE OF COPRA PRODUCERS, 1970-78

Consumer price Internal terms
Copra price index of non- of trade

index food items (1)
(2) x 100

(1) (2) (3)

1970 100.0 100.0 100.0
1971 92.9 102.2 90.9
1972 60.5 106.9 56.6
1973 75.4 109.4 68.9
1974 180.9 118.6 152.5
1975 139.1 129.4 107.5
1976 78.3 140.4 55.8
1977 142.8 154.1 92.7
1978 174.3 164.0 106.3

Sources: Statistical Appendix, Tables 7.1, 7.2 and 8.3

2.25 Because of the sensitivity of smallholder copra production to price,
rural households benefited substantially from the high copra prices of 1974,
1977 and 1978 (Table 2.7). However, in the remaining five years of the period
1971-78, their receipts from copra in real terms were actually lower than in
1970. More significantly, despite the recent favorable copra prices, the
share of rural cash incomes from the sale of commodities in monetary GDP was

lower in 1978 than in 1970, implying that the growth in rural households' cash

income from crop production has been slower than in other money incomes.
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Table 2.7: CASH INCOME OF RURAL HOUSEHOLDS FROM
COPRA AND OTHER PRODUCTS, 1970-78

Total Real
receipts receipts
deflated per

Smallholder Receipts by non- No. of rural
copra Receipts from other Total food price rural house-

production from copra products receipts index house- hold
('000 mt) (SI$'000) (SI$'000) (SI$'000) (SI$'000) holds (SI$)

1970 13.5 1,219 129 1,348 1,348 27,855 48
1971 14.3 1,228 119 1,347 1,318
1972 11.8 629 126 755 706
1973 9.0 875 233 1,108 1,013
1974 17.8 3,768 187 3,955 3,335 30,890 108
1975 13.7 1,258 258 1,516 1,172
1976 13.1 1,089 291 1,380 983 32,115 31
1977 17.8 2,428 542 2,970 1,927
1978/a n.a. 2,700 566 3,266 1,991 34,650 58

/a Estimated.

Sources: Statistical Appendix, Tables 2.1, 7.1 and 7.2; and mission
estimates.

2.26 The foregoing considerations suggest that the improvement in the
real incomes of rural households from sales of their output, mainly copra,
has been limited in recent years. Furthermore, the increase in real incomes
has been due to higher production rather than an improvement in the internal
terms of trade. This has implications for the taxation of smallholder export
receipts from copra (see para. 6.19).

2.27 While more complete data would show that the above analysis under-
states the extent to which the rural population has benefited from the
growth of export agriculture, the share of rural households in total money
incomes remains small. Thus, in 1978, cash incomes derived from the sale of
agricultural and other products by the 90% of the country's households who
reside in rural areas accounted for under 10% of the total monetary GDP.
The cash income per rural household from such activities was only SI$100.
The low average cash income of rural households masks wide provincial
variations in opportunities for earning cash, which are discussed in the
next section.
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R2gional Balance

2.28 The disparities ;n the income received in the form of cash are a
good indicator of the provincial differences in the relative income levels./1
The wide gap in the development of the cash economy between the Western Pro-
vince, the richest region, and Malaita, the poorest region, is particularly
striking. Thus, just five years ago, about 25% of rural households in Malaita
reported no cash income, compared to 1% in the lWestern Province (Table 2.8),
and, reflecting this disparity, average cash income per household in the
Western Province was nearly four times that in Malaita./2 The fact that
Malaita is the most populous province and the Western Province the next most
populous gives added signisicance to these differences in cash income.

Table 2.8 PROVINCIAL 17ARIATIONS IN CASH TNCOME

OF RURAL HOUSEHOLDS, 1Q74 /a

qolomon

Central Eastern Malaita Western Islands

------------------ (SI$) ------------------
Average income from employment

per household 92.85 84.27 61.°1 121.91 86.92
Average income from cash crops

per household 73.40 32.16 13.99 165.27 66.76

Average cash income per
household 166.25 116.43 75.90 287.18 153.68

---- (Percentage of total households) ----
Households reporting cash

income 85.4 94.8 75.0 99.0 85.8
Households growing coconuts 5Q.4 84.7 54.0 82.0 65.2

/a The former Central District included Guadalcanal and Santa Isabel- and
the former Eastern District included Makira/lJlawa.

Source: 1974-75 Agricultural Statistics Survey (February, 1978).

/1 Tncome disparities between islands and language groups are almost
certainly larger than between provinces but cannot be quantified.

/2 Cash receipts of households in Malaita may be underestimated somewhat
because remittances to families by the large numbers of Malaitans
working in other islands were not taken into account.



Table 2.9: SELECTED INDICES OF INVOLVEMENT IN THE CASH ECONOMY BY PROVINCE, 1976

Santa Central Makira/ Eastern Solomon
Western Isabel Islands Guadalcanal Honiara Malaita Ulawa Islands Islands

Cash earners as % of working
age population /a 33.9 27.9 45.3 33.4 75.0 8.6 18.3 15.9 28.1

% of households growing
coconuts 82.8 90.0 63.7 53.2 5.8 44.7 62.3 79.0 58.2

Smallholder production of
copra per household (tons) 0.89 0.50 0.30 0.31 - 0.16 0.34 0.21 0.38

% of households producing
food for sale 23.9 10.5 32.6 20.0 0.8 7.2 7.6 24.9 15.2

% of households owning a
radio 30.2 31.0 32.2 27.4 70.9 20.5 21.8 16.9 28.7

% of households owning a
sewing machine 40.3 33.4 27.0 20.8 48.9 20.0 22.3 13.2 27.1

/a Cash earners are defined as those in paid employment and self-employed. Working age population is defined
as persons in the 15-54 age group.

Sources: Population Census 1976. Preliminary Results, March 1976; and mission estimates.
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2.29 The differences in the opportunities for earning cash can be
largely explained by the variations in the land availability per household
for cash crop production and the distribution of foreign investments in
plantation agriculture. Copra continues to be the major source of income of
rural households From cash crops, although the importance of smallholder
cocoa, cattle, food crops and spices is increasing. Plantation agriculture,
fishing and forestry have been concentrated in three provinces: Western
(timber and fish), Guadalcanal (copra, timber, palm oil and rice) and Central
(copra and fish).

2.30 Favorable land/population ratios, as well as the importance of
employment generation in estate agriculture, make the Western, Guadalcanal and
Central provinces the most commercialized parts of the country (Table 2.9).
Santa Isabel, with the lowest population density and the highest proportion
of households engaged in coconut growing, follows closely. In the relative
development of the cash economy, Makira/UJlawa and the Eastern Province fall
between Santa Isabel and Malaita. Malaita has the lowest ratio of household
participation in coconuts, reflecting incipient population pressure in the
country's most densely populated province. The ownership of consumer durables
by households also reflects the large disparity in income levels between
Malaita and the Western Province (Table 2.9).

Conclusion

2.31 The main conclusion relates to the low level of cash incomes in
rural areas. The real GDP has grown at a reasonable rate, but the rapid
population growth has limited the improvement in per capita incomes. Wjhile
export expansion has provided the main stimulus to growth in recent years,
the rural population has not shared significantly in the benefits of export
growth. The opportunities for earning cash in rural areas remain sparse and
unevenly distributed. And per capita money incomes in rural areas are low
in absolute terms as well as relatively to those in urban areas. The high
dependence of rural cash incomes on copra prices is also striking. As will
become clearer, if the rural incomes are to grow at a satisfactory pace and
the demand for cash incomes by a rapidly growing work force is to be satis-
fied, a substantial and balanced expansion in cash earning activities in
the rural areas should be a major goal of development strategy. This basic
conclusion is in line with the Government's thinking. The following chapter
discusses, inter alia, the policies needed for enlarging and diversifying
opportunities for cash incomes in smallholder agriculture.
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3. AGRICULTURE: RECENT DEVELOPMENTS AND ISSUES

3.01 Agriculture, including forestry, livestock and fisheries, is the
largest sector in the economy, accounting for about 70% of GDP, most of
exports and some 30% of total paid employment. Much of the land is
under forest with only a small proportion presently cultivated for subsis-
tence food production and cash cropping. Timber extraction is a major
activity. The climate and generally fertile soils are conducive to most
tropical crop production, and with the generally low population density there
is ample land suitable for further cultivation and raising cattle. Over
four-fifths of the land is communally owned, usually referred to as customary
land. The fishing industry also has considerable potential, although it has
only begun to be developed commercially in recent years.

Agricultural Policy

3.02 Government policy for the development of the agricultural sector,
which is reflected in the country's National Development Plan (NDP), 1975-79,
aims at the expansion and diversification of production to: (a) achieve self-
sufficiency in basic foodstuffs; (b) increase rural cash incomes; (c) improve
the efficiency of production; and (d) increase export earnings and broaden
the export base. The expansion and diversification process is to be brought
about by rehabilitating and expanding existing crops and by adding new ones.

3.03 A variety of methods are being used to achieve these objectives.
Foreign investments for large scale developments with local equity partici-
pation are encouraged; these investments would be associated with smallholder
farms where appropriate. To improve local participation in the economy,
direct assistance and incentives, including subsidies and credit, are
provided to smallholders, local companies and cooperatives to enable them to
develop and expand their operations. Other principal methods to develop
agriculture include improved transport and marketing services, assistance for
the development of communal farms of 100 ha or more, and research and
extension, including field trials, to increase productivity in food and cash
crops and to identify worthwhile crops for diversification.

3.04 Reflecting the financial requirements of these policies, the
allocation for agriculture in the NDP amounts to 19% of the planned public
sector development expenditures. The proportion would be much larger if
account is taken of planned expenditures for infrastructure and market
development which would also support the development of the sector.
Additionally, agricultural enterprises will account for the bulk of the
expected private sector investments. The recent trends in public
expenditures as well as plan allocations are discussed in Chapter 6.

3.05 To eliminate foreign ownership of land, consolidate and
rationalize lease and tenure arrangements, and facilitate land development
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by individuals and groups, legislation /1 was introduced in August 1977,
under which all alienated land (leased, freehold or in perpetual estate)
held by non-Solomon Islanders was converted to 75-year fixed term leases on
December 31, 1977. The lease period was determined by the need to allow the

planting of three crop cycles /2 of perennial (tree) crops, which was
considered to be the minimum required for investments in such crops to be
financially worthwhile. Leasees are only allowed to retain unused land if

they have satisfactory plans for its development; otherwise, the unused land
reverts to the Government. The legislation does not apply to Solomon
Islanders or to companies that are 60% or more owned by Solomon Islanders.

3.06 An estimated 24,052 sq km (83%) of the total land area is
customary land held by tribal or extended family groups. Of the remaining
4,842 sq km of noncustomary land, about 48% belongs to the Government and
52% to Solomon Islanders. The ownership as well as right-to-use of
customary land have been, and continue to be, subject to frequent disputes,
especially when the land is being considered for commercial development.
The problem can be attributed to the absence of cadastral surveys which
makes the determination of ownership a virtually impossible task, and the
presence of rival claimants to the land./3 If different tribal or extended
family groups are involved, the disputes become drawn-out affairs and may be
intractable because of intertribal rivalry and jealousies. Registration of
such land is being encouraged in the hope that this will reduce the
frequency of the disputes and make more land available for agricultural
development. However, because increasing use of customary land for
commercial production is essential to any significant future development of
the agricultural sector, the Government will need to take appropriate
measures at an early date to deal with the problem. Although this is a
sensitive issue, the Government should not allow developments desired by the
majority and which are in the national interest to be held back by a small
group of disputing parties. Effort put into resolving disputes and finding
formulas under which development can proceed is well worthwhile.

Subsistence Agriculture

3.07 Subsistence food production, consisting mainly of root crops which
form the staple diet and some vegetables, is based essentially on a system
of shifting agriculture or agriculture with bush fallow. Typically under

/1 Land and Titles (Amendment) Ordinance 1977, No. 11 of 1977.

/2 The crop cycle (economic life) for perennial crops such as coconut, oil

palm, and cocoa appears to be about 25 years.

/3 Harold W. Scheffler, "The Solomon Islands: Seeking a New Land Custom,"
in Ron Crocombe (ed.), Land Tenure in the Pacific (Oxford tlniversity
Press, 1971); and Land in Solqmon Islands (Institute of Pacific Studies,
University of the South Pacific and the Ministry of Agriculture and
Lands, Solomon Islands, 1979) will give some idea of the complexity of
the problem.
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this system, following the selection of the site or garden for the
cultivation of crops, the ground is prepared by clearing the bush but
leaving the large trees. One or several crops would then be produced on the
selected garden, after which the area is abandoned and allowed to revert to
a natural fallow. During the year, a household may have one or more gardens
under cultivation, abandon others and clear new ones.

3.08 The development of this system of cultivation is a natural as well
as rational response to the need to produce food without the benefits of
manures, fertilizers and alluvial deposits to replenish the soil. For most
soils, the optimum fallow period is reported to be between 7 and 20 years,
although for some soils the period can be reduced to 4-5 years. Available
statistics from a sample survey of subsistence gardens in 1974/1 indicated
that about 32% of the total area was under cultivation for the first time
and, of the remaining area which was previously under fallow, the length of
the fallow had averaged about 6-1/2 years, although about one-half had been
in fallow for under five years, which may be an indication that for these
areas the fertility of the soil may be deteriorating. The length of
cultivation averaged about six months before the gardens were returned to
fallow./2

3.09 While subsistence farming provides adequately for the basic food
requirements of the rural-population, the volume of food imports (about
SI$5 million in 1978) suggests considerable opportunities for expanding
marketable surpluses. In view of this, the emphasis given in the NDP to
achieve self-sufficiency in food production is well-placed. Policies for
further import substitution in foodstuffs would, however, need to include
fiscal measures aimed at changing consumer tastes.

3.10 There is considerable scope to increase the productivity of
subsistence farming through the use of fertilizers, high-yielding varieties
and other improved inputs since no fertilizers are at present being used and
field trials have shown reasonable response to the application of
fertilizers. For areas subject to shorter-than-required fallow periods and
with declining soil fertility, the use of fertilizers will be necessary to
replenish the soils and to prevent significant decreases in crop yields.
Productivity increases on existing land would also reduce the area required
for subsistence farming, which in turn would mean more land for similar
production or for other agricultural purposes. Increased productivity and
marketable surpluses, including the introduction of new crops for domestic
consumption and export, will require considerable strengthening of the
existing research, extension and market support.

/1 G. Eele, 1974-75 Agricultural Statistics Survey: A Sample Survey of
of Solomon Islands Smallholder Agriculture, op. cit.

/2 The total garden area amounted to about 6,000 ha or an average of about
0.2 ha/household with gardens. Sweet potatoes accounted for about two
thirds of the area, with taro, yams, pana, cassava, bananas and
vegetables accounting for the remainder.
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Performance of Commercial Agriculture

3.11 Commercial production from the agricultural sector includes copra,
timber, fisheries (essentially tuna), palm oil and kernels, rice, cocoa and
beef cattle. Most of the products, with the exception of beef, are exported.
The growth and diversification of exports are discussed in Chapters 2 and 7.

3.12 Coconuts. Smallholders account for the greater proportion of
coconut production. Although statistics on the actual total area and that
held by smallholdings and plantations are not available, the total area was
roughly estimated at some 60,500 ha in 1976./i The 1974-75 agricultural
statistics survey indicated that smallholders accounted for about 37,500 ha
or 62% of the estimated total area in 1976. The survey also indicated that
the holdings of smallholders averaged about 2 ha with some one-third of the
palms not yet in bearing. Although the annual production of copra during
1970-78 has been increasing, it has not shown any significant trend,
fluctuating between about 23,400 tons and 28,700 tons. Significant
increases can, however, be expected in the 1980s as a result of the new
plantings and replantings undertaken in recent years./2 Smallholders
accounted for about 58% of total production and plantations the remaining
42% during the period concerned. A single company accounted for about
two-thirds of total plantation production.

3.13 To encourage the improvement and expansion of coconut production,
the Government provides subsidies for the rehabilitation, planting and re-
planting of this crop. The subsidies include the provision of fertilizers
(potash), improved seed and cash. Thunds to finance the subsidies, which
began in 1968, were fully utilized by 1977. Under the subsidy scheme, about
11,100 ha have been planted and 2,300 ha replanted. Most of the replantings
and new plantings took place in the 1970s and, therefore, have yet to make
any significant contribution to production. Although subsidies are being
phased out, plantings and replantings have continued. Many farmers,
however, have been reluctant to use fertilizers, even when provided under
the subsidy scheme, because of a general lack of understanding of their
benefits.

3.14 In addition, as part of its efforts to promote the large-scale
development of agriculture through joint venture arrangements with foreign
participants, the Government has recently entered into an agreement with
Levers Plantations Limited, the largest single producer of copra and cocoa
in the Solomon Islands, to expand its operations. Under the agreement, the
company, which has extensive unused land, is expected to plant and replant
some 14,200 ac (about 5,680 ha) of coconuts with high-yielding hybrid

/1 J.R.F. Hansell and J.R.D. Wall, Land Resources of the Solomon Islands
(Ministry of Overseas Development, United Kingdom, 1976), Vol. 1.

/2 Because of the senility of a proportion of existing palms and the food
demands of the growing population, only part of the additional output
from new plantings will be available for export.
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varieties and plant 3,000 ac (1,200 ha) of cocoa over the next ten years.
The Government's funding will enable it to acquire 40% ownership of the
company and to Finance the required working capital.

3.15 The Copra Board, established in 1953, is charged with the
responsibility for regulating and controlling the marketing and export of
copra in order to assist the development of the coconut and copra industry
and to benefit copra producers. The Board is empowered, inter alia, to be
the sole buyer and exporter of copra, and to control and fix prices paid to
producers for their copra. The Board is required to purchase all locally
produced copra which has been graded as suitable for export by inspectors.

3.16 The Copra Board has moderated fluctuations in producer prices,
while avoiding excessive operating surpluses or deficits./l Copra
production has generally responded positively and substantially to the
significant price changes offered by the Board during the 1970s. However,
virtually all the variations in output have been accounted for by
smallholders, while plantation production has remained relatively stable.
Thus, when prices /2 rose from about SI$103 a ton in 1973 to SI$246 in 1974.
smallholder production increased from about 13,400 tons to 17,800 tons.
When prices fell to SI$189 in 1975 and further to SI$106 in 1976, production
declined correspondingly to 13,700 tons and 13,100 tons. With the increase
in prices to SI$194 in 1977, smallholder production again rose to 17,800
tons. A similar pattern is reflected in the output of the calendar quarters
of the years concerned, suggesting that smallholders can also vary their
short-term output./3

3.17 Cocoa Although extensively grown in earlier years, most of the
cocoa areas were abandoned at the end of 1960. Several factors led to the
failure of this crop, especially for smallholders, including: (a) planting
of unsuitable varieties; (b) susceptibility of the varieties to disease and
insect attacks; (c) widely dispersed plantings which hampered crop
collection: (d) production of low quality cocoa beans due to the
smallholders' unfamiliarity with the fermentation and drying processes: and
(e) poor management and control. These setbacks appear to have been largely
overcome and interest in growing this crop has been increasing, particularly
in view of the favorable export prices prevailing in recent years.

/I Prices to producers are set for each calendar quarter and remain
unchanged unless substantial changes in world market prices occur during
the quarter, then new price levels may be established. Prices for any
forthcoming quarter are based on the average daily world market prices
of the preceding quarter and the Board's forecast of prices for the
quarter concerned. To further reduce the instability of prices to
producers, changes in prices offered to producers have been
significantly less pronounced than changes in the world market prices.

/2 For first grade copra. See Statistical Appendix, Tables 8.2 and 8.3.

/3 See G. J. Eele, "Indigenous Agriculture in the Solomon Islands"

(Development Studies Centre Monograph No. 11, The Australian National
IJniversity, 1978, Chapter 4).
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3.18 The production of cocoa beans has been estimated at about 218
tons in 1978 compared to 128 tons in 1970. Significant increases in
production can be expected to continue. Plantations account for about two
thirds and smallholdings for one third of total production. Plantation
production comes mainly from a single expatriate-owned company which is
expected to expand its operations significantly (see para. 3.14).

3.19 To encourage the expansion of production and improve its effi-
ciency, the Government has been providing subsidies for new plantings using
improved inputs and for the construction of fermentaries to ensure the
proper processing and drying of cocoa beans. The NDP envisages the planting
of some 800 ha on communal farms involving smallholders and the
identification and evaluation of a large-scale project covering about 2,000
ha. The Government has 35 ha under experimentation to assist in the
development of this crop.

3.20 Rice. Brewers Solomon Associates, Ltd. (BSA), jointly owned by a
US company and the Government, is the sole producer of rice. Using modern
methods and improved inputs, the production of this crop is heavily
mechanized and involves large-scale operations. The company also mills its
paddy and packages the rice produced for sale to the domestic market and for
export.

3.21 Since taking over operations in November 1974 from Guadalcanal
Plains, Ltd., which initiated the production of irrigated rice, BSA has
expanded the irrigated area from about 378 ha in 1974 to about 845 ha in
1978. The harvested area has shown an even more rapid rate of increase,
rising from 599 ha in 1975 to 2,512 ha in 1978. The 1978 figure represents
an average of nearly three harvested crops per year. With increasing yields
and cropping intensity, production of paddy rose substantially, from 1,237
tons to 7,106 tons during the period concerned. The rice equivalent output
in 1978 of about 4,600 tons is sufficient to meet domestic consumption
requirements although some rice continues to be imported to meet domestic
consumption preferences.

3.22 Of the 4,200 ha of land owned by BSA, only about 2,000 ha are
suitable for irrigated rice. The BSA plans to increase the irrigated area
to this limit by the end of 1979. Production following the full development
of the 2,000 ha has been estimated at about 11,000 tons of rice, which would
provide a substantial surplus for export./I

3.23 Oil Palm. As a result of successful trial plantings conducted
during 1965-70, the Commonwealth Development Corporation (CDC) set up the
Solomon Islands Plantations, Ltd. (SIPL) in 1971 to be jointly owned by CDC,
Government and local landowners for the development of an oil palm

/1 It was intended to initiate smaliholder cultivation of this crop through
a nucleus estate arrangement, but it is now thought that involvement of
smallholders in rice production would require a substantial adaptation
of village life-styles and may not be feasible.
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plantation in Guadalcanal. It will involve the planting of 3,335 ha and the
establishment of a processing mill and facilities for storing and shipping
the palm oil and kernels produced. CDC owns 69.5% of the equity of SIPL,
Government 26% and landowners the remaining 4.5%. The landowners' share was
acquired in return for contributing part of the land for the plantation.
Under the joint venture agreement, the Government and landowners have the
option to increase their combined share of the equity to 49%.

3.24 Production, which commenced in 1976, amounted to an estimated
10,000 tons of oil and 1,800 tons of kernels in 1978; and exports of palm
oil have in a very short period become one of the four major exports. Palm
oil will probably become the most important export in the near future when
substantially higher levels of production are achieved at full development.
The mill has capacity to process fruits from an additional 900-1,000 ha and
SIPL would consequently like to expand the cultivation area; the required
land is expected to become available when political and other issues are
resolved.

3.25 Successful participation by smallholders in oil palm production
can best be achieved through a nucleus estate arrangement under which the
plantation would provide technical advice on cultivation practices and
facilities for the processing and marketing of the palm oil and kernels.
Experience in other produc-ing countries has shown such arrangements to be of
mutual benefit to both the plantations and smallholders. Since SIPL is
willing to assume the role of a nucleus estate, the Government had envisaged
the development of 1,250 ha under the NDP. However, local farmers have so
far not shown interest in participating in this arrangement or in growing
the crop. Since this crop is suitable and profitable Vor smallholders, the
Government should continue to encourage their participation.

3.26 Spices. Field trials have shown that chilies, turmeric and
ginger can be grown successfully and processed satisfactorily for export.
Although some smallholders have begun to grow these crops in recent years,
interest in expanding them appears to have declined because of the lack of
extension and marketing services./l These services will need to be expanded
and strengthened in order to induce any significant expansion of production
for export.

3.27 Communal Farming. Since 1974, the Government has been promoting
the development of communal farming on land identified as having good
agricultural potential, including land formerly owned by expatriates which
has reverted to the Government under the Land Ordinance (see para. 3.05), or

/1 The return to the labor input from spice operations has also been lower
than from copra, fishing and market gardening at the relative prices
that have prevailed in recent years.
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bought back by Solomon Islanders./I The communal farms are expected to be
100 ha or more with at least 50 persons participating. To encourage the
development of these farms, the Government, in addition to the provision of
subsidies for coconut, cocoa and cattle development, provides financial and
technical assistance to survey and map the land, identify soil types and draw
up cropping and management plans. Assistance would also be available for
road and wharf construction.

3.28 Fourteen communal farms were established by the end of 1976
involving some 800 people and about 960 ha. They have had limited success,
however, because of dissensions within the groups and difficulties in finding
suitable leaders. The seriousness of the problems is reflected in the fact
that no communal farms were established during 1975 and 1976. These problems
will have to be resolved if the Government's plan to develop a further 26

farms during 1977-81, involving about 4,200 ha and some 2,500 people, is to
be implemented successfully. Strong extension and marketing support would
also be required.

3.29 Livestock. Prior to the late 1960s, cattle were kept mostly by
coconut plantations essentially to control weeds and other undergrowth in the
coconut areas. Since then, interest in the raising of cattle, especially by
smallholders, has been increasing significantly as a result of government
efforts to achieve self-sufficiency in beef, and to enable farmers to
diversify and increase their production and incomes. The measures undertaken
by the Government to increase the national herd during 1971-74 included the
importation of cattle for distribution to farmers, establishment and building
up of breeding herds, and the development of pasture. Subsidies and credit
were also made available to farmers for cattle purchases and pasture
development.

3.30 The development program for cattle has been expanded considerably
under the NDP to include the continued implementation of the above measures,
establishment of holding grounds for cattle and a central processing complex
in Honiara involving a slaughterhouse with chilling and cooling facilities,
and strengthening of extension services and training facilities. A major
cattle project /2 to implement some of these proposals would be financed by
the AT)B, the Government, and the UK, Australia and New Zealand. The main aim
of the project is to increase the national herd to 50,000 head with
sufficient animals available for slaughter to meet domestic consumption
requirements. The Government is also encouraging smallholder production
through the development of cattle grazing in forest lands under its
reafforestation program.

/1 Thirteen plantations comprising about 4,400 ha have reportedly been
bought back by indigenous groups living in the vicinity of the
plantations.

/2 Appraisal of the Beef Cattle Development Project in Solomon Islands,

Asian Development Bank, Manila, November 1976.
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3.31 The government policies have already resulted in a substantial
increase in the national herd, from about 8,800 animals in 1967 to 24,800 in
1977, and the beef produced in recent years has eliminated the need to
import frozen beef. The major part of the increase has been accounted for
by smallholders, who increased their share of the national herd from about
8% to 39% during this period.

3.32 Although most rural households raise some pigs, they are
essentially for feasts and other social commitments. Production of pigs and
poultry has been insufficient to meet domestic consumer demand, which has
continued to rely heavily on imports. The lack of locally produced animal
feeds required for the production of pigs and poultry has discouraged any
significant expansion since the use of imported feeds would be too costly.
However, there is now scope for a substantial expansion since ingredients
for the manufacture of the required feeds have become available locally in
recent years. Thus, the carbohydrate requirements of the feeds can be
obtained from the various root crops and the protein requirements from fish
wastes, rice bran and by-products of copra and palm kernel. Research should
be undertaken to formulate appropriate feed mixes and to select improved pig
and poultry stocks for distribution to farmers. Other measures should
include training to provide the necessary extension support, incentives for
the commercial production of feeds, and credit to farmers to encourage their
participation.

3.33 Forestry. Production of logs, while subject to annual fluctua-
tions, has shown a moderate upward trend during 1970-78. Production in
1978 amounted to 248,000 cu m. Although the processing of logs into sawn
timber has been increasing steadily and significantly since 1973 and the
production of veneer commenced in 1975, the bulk of the timber produced
continues to be exported as logs. The value of timber exports has risen
significantly in recent years due essentially to increases in export prices.

3.34 Four main logging companies, all expatriate owned, account for
most of the logs produced, with one company, Levers Pacific Timber (LPT),
accounting for about three fourths of the total output. There are 18 saw-
mills, but only one of these operates on a large scale; the main sawmill
accounts for 65-70% of the country's sawn timber production. Since the
timber rights of the main logging companies will terminate in just over two
years (at the present cutting rates), sustaining present levels of
production, as well as achieving any significant increases in the future,
would depend on whether the companies are able to acquire timber rights on
the required additional forest areas, most of which are customary land. The
difficulty of acquiring rights on customary land is reflected in the current
protracted dispute by rival claimants over the ownership of such land on the
island of New Georgia, which the Government expects would be made available
in the near future to enable LPT to continue logging operations at current
levels.

3.35 The development program for forestry under the NDP includes
expanding production to a sustainable annual yield of 400,000 cu m to be
produced from a total area of about 100,000 ha which, based on a 25-year
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production cycle, would require that 4,000 ha be replanted each year.
Carried out exclusively by the Government, replanting or reafforestation
commenced in 1966, amounting to 14,600 ha by the end of 1978, of which 6,450
ha were replanted during the last two years. About 3,000 ha are expected to
be replanted during 1979 and the replanting of 4,000 ha a year is to
commence in 1980. The replanting, initially on government land, would later
include customary land with landowner participation, provided satisfactory
agreements with landowners can be reached. To upgrade the quality of timber
to be grown, field trials have been established to test the suitability of
growing mahogany, teak and other higher value local species. Tn addition,
extension and other advisory services would be provided, especially to small
sawmills, to improve their operations and to encourage the further
processing of logs. Arrangements would also be made to open new timber
tracts, particularly in New Georgia, for continued logging operations.

3.36 Fisheries. The development of fisheries on a significant scale
commenced with the establishment of Solomon Taiyo Limited (STL) in February
1973 as a joint venture between the Taiyo Fishing Company of Japan and the
Government. This followed a survey conducted during 1971-72 by Taiyo which
indicated that the skipjack tuna industry had significant potential. TJnder
the joint venture agreement, 25% of STL's equity subscribed by Taiyo was
given to the Government, which has recently exercised the option to increase
its participation to 49%. STL operates a main fishing base, including
freezing and cold storage facilities, and a cannery in Tulagi, facilities
for the smoking of fish in Tulagi and Noro, and a second fishing base in
Noro. The fishing operations are carried out by STL's own vessels and boats
owned by individual Japanese who fish for STL under contract. The agreement
also envisages the development of bait fish resources to be supplied by
local fishermen to STL.

3.37 STL's catch of skipjack tuna has increased substantially, from
10,947 tons in 1974 to 15,712 tons in 1978, although the annual catch,
subject to seasonal fluctuations, has varied significantly. The STL's
expansion plans include increasing the fish catch to some 20,000 tons a year
and the establishment of another cannery (see para. 3.38).

3.38 Substantial fishing resources, including those of skipjack tuna,
which have yet to be exploited on a sustainable basis, are thought to exist.
A project to expand significantly the skipjack tuna catch and to enable
greater local participation is being implemented by the National Fisheries
Development Company (NFD) which was established in 1977. -he project, to be
completed during 1978-82 with the participation of STL, is financed mainly
by a loan from the ADB and a small technical assistance grant from the New
Zealand Government. The Government owns 75% of the equity of NFD and
STL the remaining 25%. Training of Solomon Islanders is under way at the

Honiara Technical Institute to replace gradually the Japanese crew who will
initially provide the expertise to operate the boats. NFD will use the
fishing base facilities of STL which will also provide ice for the fishing
boats and process and market the catch for !YFD. For this purpose, STL
recently agreed to expand its processing facilities, including the construc-
tion of a new cannery with a capacity three times the size of its present
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cannery in Tulagi. NFD is to begin fishing operations in 1979; at full
development, its catch is expected to reach some 8,000 tons of skipjack tuna
annually.

3.39 Measures undertaken during the NDP to assist the development of
local fisheries and encourage fishermen to increase their fish catch and
incomes include the development of fish markets, provision of credit to
fishermen through the Development Bank of the Solomon Islands (DBSI), and
encouraging fishermen to fish in deep waters using motorized boats owned by
the Fisheries Department. The Fisheries Department is also encouraging
tribal groups to fish in waters within the coral reefs, which are subject to
customary rights. So far five marketing centers have been established; the
centers are engaged in the collection (purchase) and transport of fish from
fishermen to the marketing centers for sale to retailers and consumers.

3.40 Support Services. The transformation of the Agricultural and
Industrial Loans Board (AILB) into a full-fledged development bank, the
Development Bank of the Solomon Islands (DBSI), in 1978 has already greatly
improved the availability of development finance for all sectors, including
agriculture (see paras 6.24-6.25). The substantial further expansion in its
operations envisaged by the DBSI over the next few years will require
increases in its capital. Three new branches are to be established during
1980.

3.41 The lack of trained loan officers and technical staff has made it
necessary for the DBSI to rely heavily on the field extension officers of
the Ministries of Agriculture and Natural Resources to prepare and appraise
loan applications from farmers and fishermen. The extension officers are,
however, generally not trained to undertake this work. Although improve-
ments in its operations have been initiated with technical assistance
provided by the ADB, DBSI has to be strengthened considerably, especially
regarding the recruitment and training of personnel for loan appraisal *and
supervision, to implement the envisaged expansion in the lending program.

3.42 The cooperative system has played an important role in the market-
ing, commercial and business activities of Solomon Islanders. Established
in 1957, the system is a two-tier structure which in 1977 comprised 192
primary societies with about 16,000 members and 5 secondary societies.
Although most rural societies are engaged in the marketing of smallholder
produce, the bulk of the business involves the retailing of household goods.
Thus, retailing accounted for 76% of the total sales turnover of about
SI$3.8 million in 1977 and the sales of smallholder production, consisting
mainly of copra, accounted for the remaining 24%. Aside from the lack of
experienced operators, the further development of cooperatives has been
constrained by inadequate rural infrastructure (roads and wharfs) and the
poor recovery of credit sales.

3.43 Together with the development of rural cooperatives, Rural Trading
and Marketing Centers (RTMCs) have been established to expand marketing
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services in the rural areas./I A program for the establishment of RTMCs was
initiated in 1976 with financial assistance from the Ministry of Trade in
the form of grants for the construction of physical facilities, such as
storage sheds and copra driers, and interest-free loans for working capital.
The Ministry also provides advice and training of personnel involved in the
operations of RTMCs. So far, 26 RTMCs have been established and 11 more are
in the planning stage. Ongoing cooperatives and private business concerns
operating in areas which have the basic rural infrastructure support are
eligible for expansion and conversion to RTMCs. The major constraints to
the further development of RTMCs include the lack of trained and experienced
personnel, local disputes regarding the ownership and use of land for these
centers, inadequate rural infrastructure, and unreliable coastal and
inter-island shipping.

3.44 Agricultural extension support provided to farmers has been inade-
quate and this is reflected in the shortage of staff and the general reluc-
tance of farmers to use fertilizers and other improved inputs because of a
lack of understanding of their benefits. The Agricultural Extension Service
has only 116 qualified extension staff, comprising 7 senior personnel engaged
in administration, 7 field officers, 21 assistant field officers and 81 field
assistants. In addition, there are 180 extension workers, whose education is
limited to primary schooling and some in-service training. The ratio of
qualified extension staff to farm families of about 1 to 300, while low, is
misleading given the widely dispersed population and deficient transport and
communications. The situation would be aggravated in the short term by the
Government's decentralization policies under which responsibility for agricul-
ltural extension work has been transferred to the provincial authorities. The
upgrading and expansion of extension staff is therefore of high priority since
the provision of adequate extension is essential to any significant develop-
ment and diversification of smallholder production. The Government recognizes
the urgency of replacing extension workers by more qualified staff, but its
efforts have been hampered by the limited supply of secondary school gradu-
ates. To strengthen the extension service, the training of extension
specialists in livestock, tree crops and annual food crops to support the work
of the general extension officers has been initiated recently.

3.45 Agricultural research undertaken by the Ministry of Agriculture and,
in the case of coconuts, jointly with Levers Plantations Limited, has involved
mainly the testing and selection of suitable, high-yielding varieties for
different soil conditions; planting distances and intercropping; fertilizer
trials to increase yields; the effects of continuous cropping of food crops;
grazing trials to determine optimum cattle stocking rates and evaluation of
pasture species; and crop protection through the use of pesticides and
selection of disease-resistant varieties. The research effort has been
limited by inadequate funds, an indication of which is the closing down of the
research station in Malaita in recent years. Currently, the Ministry has only
one main research farm, located on Guadalcanal, although research facilities
are more widespread.

/1 Strictly, the RTMC is not a new form of institution, but a redesignation
of a previously existing one.
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3.46 Agricultural Opportunity Areas. The existence of ample unused
land suitable for agricultural production, including the raising of beef
cattle, is indicated in the land resources survey published in 1976./i The
survey identified 54 areas of some 338,000 ha, most of which is unused land,
as having significant potential for cash cropping. The environmental
criteria used to select the areas, referred to as Agricultural Opportunity
Areas, concern basically soils and topography; although this enabled the
determination of broad categories of agricultural production that can be
undertaken, the assessment of their agricultural capability and especially
their suitability for specific crops would require further detailed soil
surveys and other agronomic investigations and crop testing. This assess-
ment, including the suitability of land for specific crops under different
management systems, should be initiated since it is an essential part of the
agricultural development effort to expand and diversify agricultural
production. Soil tests and cropping trials are being initiated in areas
which have been identified as having significant agricultural potential.

Major Constraints and Selected Policy Issues

3.47 The recent agricultural performance, though impressive, has brought
limited benefits for the rural population (see Chapter 2). However, it has
created conditions more conducive to a greater participation of the rural
population in the future development of commercial agriculture. More rapid
growth of rural incomes requires that the strategy for future agricultural
development aim at overcoming serious constraints to the expansion of both
smallholder and large-scale commercial production, substantially increasing
smallholder participation in cash agriculture and maximizing benefits from
joint ventures. Many of the policies required for this purpose will entail
a rapid expansion in public expenditures, particularly recurrent
expenditures.

3.48 Land tenure could become a major constraint to development if
disputes concerning land ownership and use which are delaying new commercial
investments are not expeditiously settled. In fact, unless the protracted
dispute over the customary forest land on the island of New Georgia is
resolved soon, timber production could decline sharply. Difficulties in
acquiring the use of customary land could also affect plans to expand the
acreage under oil palm.

3.49 Among the other measures needed to stimulate agricultural produc-
tion, the following are particularly important:

(a) strengthening of marketing, and improvement in road transportation
and inter-island shipping (see Chapter 4); and

/I Land Resources of the Solomon Islands, op. cit.
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(b) substantial expansion and upgrading of skills required for
agricultural support services.

3.50 A major step that can be taken to increase the rural population's
involvement in the cash sector is to link smallholder developments with
large commercial investments. In this connection, special efforts should be
made to associate smallholders with future developments in oil palm and
other suitable crops. The nucleus estate arrangement would be the most
appropriate for the transfer of new production technologies to smallholders
and it would allow their effective and significant participation. In
addition, continued efforts should be made to increase the share of
smallholder beef and cocoa production, and research into new crops that are
suitable for smallholder involvement, such as rubber and coffee, must be
stepped up.

3.51 To improve the cash income of the rural population in the short
term, consideration should be given to reducing the smallholders' burden of
export duty on copra (see para. 6.19). Additionally, the purpose of the
Copra Export Duty Revenue Stabilization Fund (CEDRSF), under which the Copra
Board is required to stabilize the Government's export duty revenues from
copra, should be reviewed./I This fund is wholly separate from the fund for
insulating copra producers from sharp movements in world copra prices. IWhile
the stabilization of prices is in the interests of producers, the relation-
ship between the CEDRSF and other taxation and stabilization arrangements
relating to copra needs clarification.

3.52 The possibilities for localization within the joint enterprises
should be vigorously pursued. Although the Government has either already
entered into joint venture arrangements or is currently negotiating to do so
with all the major foreign enterprises in order to achieve significant
Solomon Islands' ownership of the country's economic assets, local
participation in the operations of the enterprises has been negligible. For
example, six years after the commencement of its operations in February
1973, Solomon Taiyo Fisheries continues to rely heavily on foreign
personnel, even for its fishing activities. The joint enterprises should be
required to implement training programs for Solomon Islanders to develop the
required skills, at least up to the middle technical and management levels
over a reasonable period, with strict adherence to the timetable for such
training programs.

/I An agreement was signed by the Government and the Copra Board on
November 13, 1975, under which the Board established a stabilization
fund of SI$780,000 known as the CEDRSF. Under this arrangement, if
in any calendar year the amount of copra export duty revenues received
by the Government is less than the average of the preceding five-year
period adjusted for the decline in the value of money over the period
concerned, the deficit is paid to the Government by the CEDRSF.
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3.53 Another area where the benefits from foreign investment may not be
sufficiently large is forestry. The replanting of forest areas has so far
been carried out and financed exclusively by the Government and the costs of
such activities have reportedly exceeded governnent revenues from the
logging operations of the areas concerned. To ensure timely renewal of
forest resources, the possibility of the companies and the Covernment
jointly undertaking replanting of the areas with suitable varieties soon
after they have been logged should be investigated.

3.54 Barring major mining investments, the country's development
prospects in the foreseeable future will continue to be closely related to
the performance of agriculture. But even with mining developments, the bulk
of the increase in the work force will have to be absorbed in agriculture.
Perhaps the most critical contribution that agriculture can make to
development is in the creation of cash earning opportunities. Because of
the expected rapid increase in the work force, a substantial increase in
opportunities for earning cash from employment as well as self-employment
will be needed (see Chapter 5). Expansion in formal employment greatly
above that realized in recent years will be difficult to achieve in view of
the fact that even in the recent period of high private investment and
exports, about one-half of the growth in formal employment occurred in the
public sector. The implication is that if the demand for money incomes is
to be reasonably met, the creation of cash earning activities in the rural
sector must be accelerated. The most effective way in which this can be
done is through the increased participation of the rural population in
commercial agriculture.
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4. OTHER SECTORAL DEVELORPENTS AND ISSUES

Mlanufacturing

4.01 The country's small manufacturing sector has grown rapidly in recent
years. The main areas of growth have been in the agro-based industries such
as palm oil milling, rice milling, fish canning and saw milling. The
country's other industries include boat building, rattan and wood furniture,
fiberglass goods (water tanks, canoes), shell costume jewelry, biscuits,
tobacco (coarse) manufacture, soft drinks, clothing and reconditioning of
batteries, while manufacture of nails and soap are two of the newest
industries. Reflecting this growth, employment in manufacturing rose from
about 650 in 1971 to 1,400 in 1977 (Statistical Appendix, Table 1.4) and
accounted for 8.5% of paid employment in the latter year.

4.02 Notwithstanding its recent expansion, the manufacturing sector is
still at an initial stage of development. Because many opportunities for
import substitution remain to be exploited, there is substantial scope for a
wide range of small industries catering to the domestic market. This situa-
tion provides an opportunity for assisting indigenous entrepreneurs to set up
small industries through the mechanism of an industrial estate. However, full
utilization of the country's industrial potential will require coordinated and
sustained efforts. Industries for which there appears to be scope include the
manufacture of beer, footwear, industries utilizing timber and plastics, and
expansion of the soft drinks and clothing industries.

4.03 Government encouragement of the manufacturing sector takes three
main forms. First, fiscal incentives are granted to selected enterprises.
These consist of import duty concessions on capital goods and tax relief on
net profits, and are negotiated on a case-to-case basis. Second, part of the
equity capital requirements for large foreign investments are met through the
Government Shareholding Agency (see para. 6.27). Third, the limited lending
to industry by commercial banks is being significantly supplemented through
the Development Bank of the Solomon Islands (see paras. 6.24-6.25).

Tourism

4.04 Tourism makes a minor contribution to the economy. Of the 7,500
visitors each year, only 3,000 are tourists. In addition, the country
receives about 9,000 cruise ship passengers annually. Tourists come mainly
from Australia, Papua New Guinea, USA and countries in the South Pacific, and
spend an average of four days in the country, mostly in Honiara. Gross
foreign exchange earnings from tourism amount to a mere 5% of merchandise
export receipts.

4.05 Stagnation in the numbers of tourists and cruise ship passengers in
recent years (Statistical Appendix, Table 10.1) is attributable to the
Government's cautious attitude toward tourism and limited tourist facilities
rather than an indication of the country's tourist potential, which is sub-
stantial. Honiara's three hotels have a combined capacity of only 140 rooms
and, because of a modest expansion in recent years, the occupancy rate has



- 34 -

reached 80%. Tambea Village Resort, in the West Guadalcanal, supplements
Honiara's tourist accommodation by 20 cottages. Outside Guadalcanal, small
resthouses at Gizo and Munda (Western Province) and Auki (Malaita) account for
the bulk of the tourist facilities. Package tours for even small groups have,
therefore, to be confined to Guadalcanal.

4.06 The government policy seeks to "capture the economic benefits of
tourist development without suffering the economic and social costs which
have been associated with tourism in many countries." This is a realistic
policy for the Solomon Islands since the country does not have to rely
heavily on tourism, but even within the context of this policy, there is
room for some controlled expansion. More specifically, consideration
might be given to:

(a) development of two or three medium-sized, cottage-type facilities
outside Guadalcanal;

(b) further promotion of cruise ship tourism, which would have limited
social impact on the country; and

(c) expansion of hotel accommodation in Honiara.

4.07 Given its self-sufficiency in most foodstuffs and the high quality
of its handicrafts, particularly carvings, the Solomon Islands is in a
better position to retain most gains from tourism within the country than
are most other small countries. But the development of tourism along right
lines requires that the present strategy be elaborated to guide the Tourist
Authority, which lacks a sense of direction.

Mining

4.08 Substantial progress has been made in the geological mapping of the
country. Available data suggest a great diversity in the country's mineral
resources. However, none of the known minerals exist in sufficient amounts
and purity to interest mining companies at the present world metal prices.
Thus, although there is undoubtedly long-term potential for mining
developments in the Solomon Islands, the extent of such developments will
depend on trends in world metal prices and advances in technological
processes.

4.09 Prospecting by companies in recent years has concentrated on
bauxite. Mitsui Mining and Smelting Company has prospected on Rennell, an
uplifted atoll in the Central Province, whereas Pacific Aluminium Ltd., an
Australian company, has prospected on Vaghena, an island east of Choiseul in
the Western Province. Bauxite reserves on the western part of Rennell are
estimated at 25 million MT, with an alumina content of 48%, and those on
Vaghena at 30 million MT, with an alumina content of 47%. It is also thought
that New Georgia may contain low-grade reserves of about 25 million MT and the
rest of the Solomons a further 20-40 million MT.
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4.10 Expectations of a joint mining project by Mitsui Mining and Pacific
Aluminium have not materialized because of uncertainty concerning the market-
ing prospects for aluminum. Neither company has any current legal interest
in the Solomons' bauxite. The Government will tackle the question of
exploitation of the deposits de novo when the findings of a study being
carried out on the marketing prospects for the country's bauxite are
available.

4.11 Bauxite deposits of a different kind - those of refractory grade
white (calcined) bauxite - have also been found in the eastern part of
Rennell, which is a remnant of a lagoon. Japan's International Cooperative
Agency and Mitsui Mining are undertaking a preliminary study to investigate
the depth, distribution and volume of the white bauxite. A tentative estimate
by Mitsui Mining places the reserves at 10 million MT.

4.12 Other minerals that have been prospected include nickel and copper.
Nickel laterite is known to occur on Santa Isabel, San Jorge and southern
Choiseul. Copper ores occur in several parts of Guadalcanal, the Florida
Islands, New Georgia and Santa Isabel; although the known deposits are
limited and of a low grade, their proximity to Bougainville has sustained
interest in prospecting for copper. Some of the other minerals that have
been found in varying quantities are gold, chromite, manganese ores, phos-
phate rock and limestone.

4.13 Although the prospects for a large-scale mining project within the
next five years have faded, the implementation of one or two small mining
projects is a distinct possibility in the 1980s, and in the context of the
Solomons, even a relatively small mining project could have profound socio-
economic implications. The project as earlier conceived, including an alumina
plant in West Rennell, would involve an investment of US$400-500 million.
Even a project to simply mine and export the bauxite would probably require an
investment of US$20-40 million. Investments of these magnitudes, together
with the fact that Rennell is inhabited by under 2,000 people, give some
indication of the kind of problems that could arise. Aware of the possible
ramifications of mining investments, the Government is likely to proceed
cautiously in this sector.

4.14 With the completion of the first phase of the legislation regarding
offshore prospecting, the Government expects increased interest in the off-
shore resources of the Solomons, particularly petroleum. The extent of
interest in the investigation of the country's hydrocarbon prospects will
probably depend on the outcome of offshore drilling operations in Fiji.

Road Transport

4.15 Shipping in the Solomons has played the role that roads have played
in most other countries in opening up inaccessible areas. While there is no
substitute for inter-island shipping for moving freight and people, the wide
dispersal of small settlements along the coastal areas and the high cost of
road construction and maintenance due to the country's difficult terrain and
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heavy rainfall, have also given shipping an advantage over road transport in
most islands for intra-island transportation. However, given the country's
rapid population growth and the desirability of accelerating the expansion of
cash-earning activities, road transportation will inevitably require greater
attention in future.

4.16 Apart from private forestry roads, the country's road network
consists of about 1,300 km of motorable roads. Guadalcanal and Malaita
provinces, with their large populations and compactness, account for the
greater proportion of the country's network of public roads. Over 90% of
private vehicles operate on Guadalcanal.

4.17 Recognizing that roads must foster agricultural development and
must be linked to a port if they are to be economically justifiable, the
Government's transport policy has two main objectives, in the following order
of priority: (a) the development of inter-island ports; and (b) the develop-
ment of feeder services, by both road and sea, to these ports. /1 Within this
framework, special attention should be given to the needs of islands with
substantial inland populations (Malaita and Guadalcanal) and those where the
development of the cash economy has lagged (e.g., Malaita).

4.18 In a longer term context, the transport policy must assume the
difficult task of not only anticipating but stimulating appropriate movements
of population, both within and between islands. This is particularly impor-
tant in the Solomon Islands where the high rate of population growth and the
wide variation in the land/population ratio from island to island are likely
to result in imbalances between the availability of land and the concentra-
tions of population in the 1980s. Equally important, at the country's present
stage of development, is the role that roads can play in improving the popu-
lation's access to basic public services. These considerations suggest that
the proposition that "even roads of a very modest standard can only be
justified if the there is a concurrent programme to develop commercial
production" /2 is too restrictive.

4.19 Road maintenance has not received sufficient attention in the past.
In a country with a limited road network, adequate road maintenance is espe-
cially important. It is strongly recommended that the budgetary allocations
for the upkeep of roads be adjusted to bring them more in line with
requirements.

Inter-island Shipping

4.20 Honiara, as the country's main overseas port, handles virtually
all imports into the country as well as a large proportion of exports.
Other major ports handle specific export commodities. Timber is exported

/1 National Transport Survey (Ministry of Works and Public Utilities,
August 1976).

/2 Ibid., p. 9.
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from Ringgi Cove (Kolombangara Island, lWestern Province) and Shortland

Islands (Western Province). Gizo (Western Province) and Yandina (Russell

Islands, Central Province) are the principal ports for copra exports. Fresh

and frozen tuna exports are handled by Tulagi (Florida Islands, Central

Province) and Noro (Western Province). A new port, under construction at

Noro, will handle imports as well as exports for the western part of the

country when completed and it will replace Honiara as the principal port for

canned fish exports.

4.21 The major shortcomings of the inter-island shipping services are

their inadequacy and irregularity. These have especially serious conse-

quences for the copra trade. Aside from subjecting copra producers and ex-

porters to considerable uncertainty and inconvenience, unreliable shipping

services place a substantial economic burden on the country. In areas in-

adequately served by shipping, the proportion of coconuts harvested depends

on the availability of shipping; and a sizable fraction of the country's

copra production spoils or deteriorates in quality due to shipping delays.

4.22 The efficiency of shipping services may have declined in recent

years. Until a few years ago, Chinese cutter boats operated throughout the

Solomons, bringing consumer goods and picking up copra. Moreover, because

the cutter boats stopped at a large number of points, there was no need to

transport produce to distant collection points. This system has disappeared

in the last five years, partly because of lack of interest on the part of

the new generation of Chinese and partly because of fears that a Chinese

monopoly in inter-island shipping would not have been looked upon favorably

after independence. The disappearance of the Chinese cutter boats was not

accompanied by an expansion in the Government's marine fleet.

4.23 At least five different agencies are involved in inter-island

shipping at present. The marine fleet handles about one-third of total ton-

nage. Large foreign-owned ships, whose operations are confined to the trunk

routes, handle about 20-25% of the tonnage. The remaining tonnage is car-

ried by smaller local boats, and boats owned by cooperatives and churches.

4.24 Many of the deficiencies of inter-island shipping are attributable

to three main factors. First, there is a lack of coordination among the main

agencies providing shipping services. Second, the operations of the Govern-

ment's marine fleet are dictated more by the travel requirements of government

officials than the needs of the copra export trade. Third, freight rates have

not kept pace with inflation. While the subeconomic rates charged by the

marine fleet, whose operations are being subsidized by about SI$400,000

annually, have helped hold down freight rates generally, they have adversely

affected the quality of shipping services, and may have also reduced competi-

tion. Aside from discouraging adequate maintenance of boats,/1 low rates have

resulted in a curtailment of services to points outside the main trunk routes

/1 Lack of skills and supervision has also contributed to the poor mainte-

nance of boats.
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and in a reduction of pick-up points. The problem is compounded by an inade-
quate organization of the pick-up points: storage capacity is often limited,
and wharfs and jetties (particularly in remote areas) are frequently in
disrepair.

4.25 Recognizing that inadequate shipping services are a serious con-
straint to agricultural development, the Government is formulating a compre-
hensive strategy to improve the efficiency of inter-island shipping. The
strategy is expected to include the following elements:

(a) expansion of the marine fleet, and reconsideration of the role
of government shipping;

(b) introduction of economic freight rates;

(c) subsidization of selected routes which are currently uneconomic
but which are likely to bring substantial potential benefits; and

(d) upgrading of the services provided by small local operators
through the provision of finance and training.

4.26 It is worth emphasizing that in the absence of a proper pricing
policy, the effectiveness of other measures would be limited. Given the
contribution that economic freight rates can make to the development of
reliable inter-island shipping, their future benefits should far outweigh
their initial adverse effect on the income of copra exporters, and even
this initial effect can be avoided by adjusting export duties.

4.27 The differential between retail prices of imported goods in Honiara
and elsewhere increases as one gets away from Honiara, primarily due to
shipping costs. Therefore, the effect of higher freight rates on the cost of
imports outside Guadalcanal must also be considered. There is no reason to
believe that more realistic freight rates would raise the import price differ-
ential between Honiara and elsewhere; higher freight rates would tend to
raise prices outside Honiara, but more regular supplies of goods would tend
to lower them./I

Health

4.28 The country's health facilities comprise a Central Hospital at
Honiara, provincial hospitals, area health centers (staffed by supervisory
grade nurses who supervise the work of nearby clinics), clinics (staffed by
one or two registered nurses) and aid posts (staffed by nonregistered nurses

/1 Interesting statistics on prices of selected commodities in Honiara and
other areas will be found in M.A. Bathgate, "The Structure of Rural
Supply to the Honiara Market in the Solomon Islands" (The Australian
National University, Development Studies Center, Occasional Paper
No. 11, 1978).
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or hospital aids). Besides providing health services to Guadalcanal and
Central Islands, and maintaining a nursing school, the Central Hospital is
also the country's main referral center. To improve the coverage of health
services, the staff of area health centers and clinics regularly visit
selected villages. A recent innovation has been the introduction of village
health aids, who serve as part-time health workers in their communities
following a three-month training period. Churches al-e also active in the
provision of health facilities. Overall, there are about 140 health units
below the level of hospital, or one per 1,500 persons./l

4.29 The main endemic diseases are malaria and tuberculosis. The
malaria eradication program, after its initial success, appears to have
suffered a setback, and the Government is reviewing its present policy.
Greater emphasis is being placed on the BCG immunization of all newly born
children following an increase in the number of tuberculosis cases in 1977.
Malnutrition does not appear to be a serious problem.

4.30 The main priority of the health policy is to improve the coverage
and quality of basic health services in the rural areas. This will require a
major change in the present structure of public health expenditures. The
Government's plans for the expansion of health services will also require an
increased reliance on expatriate ,loctors, and a shortage of nurses could
emerge unless steps are taken to increase the output of the School of Nursing.
To alleviate the shortage of skilled medical personnel, consideration is being
given to introducing a new category of health workers, the health extension
practitioners, who would occupy a position intermediate between the nurse and
the doctor.

Rural Water Supplies

4.31 Only 24% of the rural population has access to potable water sup-
plies. This overall average hides considerable regional variations: thus,
over 50% of the population of Santa Isabel is served with water supply sys-
tems compared to 10% in the Eastern Province. Water-related diseases are
widespread in the Solomon Islands.

4.32 An ambitious project /2 to provide potable water supplies and im-
proved sanitation facilities throughout the country over a ten-year period,
1980-90, has been formulated by the Ministry of Health and Medical Services
and the WHO. The capital cost of the project, excluding labor and materials
to be contributed by villagers, is estimated at SI$4.5 million. The recurrent
costs will be moderate, owing to the country's topography and heavy rainfall.
To begin to make progress towards the objectives oF the project, a new rural
water supply project has been initiated with Australian support.

/1 See Statistical Appendix, Tables 10.3 and 10.4 for details of health
facilities and medical staff.

/2 Project Proposal for a Country-wide Rural Water Supply and Sanitation
(Ministry o' ieaii: and Medical Services, Environmental Health Section).
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Electricity

4.33 The availability of electricity is presently confined to Honiara
and five other urban centers, with Honiara accounting for 80% of the total
electricity consumption (Statistical Appendix, Table 10.5). The present
annual electricity consumption of 70 kwh per capita is fairly low. The
government policy recognizes that a widespread provision of electricity in
rural areas would not bring benefits commensurate with the costs at the
country's present stage of development. The main objectives of the govern-
ment policy are, therefore, to undertake a hydropower project at Lungga to
increase the generating capacity in Honiara, to provide electricity to all
urban centers and at new or developing centers in rural areas, and to explore
the feasibility of installing small hydro projects at selected centers.

4.34 Apart from enabling the country to substantially reduce its depen-
dence on imported fuels for electricity generation, phased development of the
Lungga hydropower project will have the capacity to meet the predicted growth
of demand for electricity in Honiara up to the end of this century. At full
development, the project would raise Honiara's generating capacity to 20
megawatts compared to the present capacity of 4.6 megawatts. The Lungga proj-
ect is presently in the final stages of site and design investigation. The
ADB, which financed the project's appraisal, is also expected to finance part
of the total project costs, which are estimated at US$30 million. The first
phase of the project is expected to be completed by 1985.

4.35 To meet Honiara s electricity demand until the Lungga project comes
on-stream, an expansion in the town's diesel capacity is urgently needed.
Power stations in some smaller towns also need to be rehabilitated. Financing
for these projects, estimated at SI$2-3 million, is currently being discussed
with the ADB.

Telecommunications

4.36 The network of internal communications is inadequate and unreliable.
There are only three telephone exchanges, and only Honiara calls can be con-
nected to the external telecommunications system. Furthermore, equipment at
the present exchanges is obsolete and the demand for new connections far
exceeds present capacity. Aeronautical and meteorological communications are
also deficient. To rectify this unsatisfactory situation, the Government
plans to modernize existing telephone exchanges, expand the coverage of
telephone services and provide a national trunk system to link the present and
new exchanges. Aside from finance, the availability of technical staff will
be the main constraint to the implementation of these plans.

4.37 With the establishment of the Solomon Islands International
Telecommunications Limited (Soltel) in December 1978, the country's external
communications improved considerably. Soltel, a joint-venture company owned
by Cable and Wireless Limited (51%) and the Government (49%), provides
international telephone, telex and telegram services. It is estimated that
Soltel has the capacity to meet the country's requirements for external
communications for at least 15 years.
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5. POPULATION GROWTH, M4ANPOWER RFQUIRElENTS ANT EDUCATIONAL POLICY

5.01 The low educational development of the Solomon Islanders is not only
a serious constraint to development but also linits the extent to which the
benefits from growth can be captured for the citizens. In 1975, almost
one-half of the adult population had not received any formal schooling, and
only 5.5% had received education above the primary level (Table 5.1). The
situation was considerably worse for women than for men. The adult literacy
rate,/l estimated at 9% in 1970, is very low by international standards.

5.02 Educational development has suffered in recent years from frequent
changes of direction and delays in the implementation of the targets set out
in the National Development Plan, 1975-79. Thus, in 1974, for reasons that
are unclear, the Government decided to reduce the emphasis on meeting skilled
manpower needs in relation to the emphasis on the provision of basic
education for all children./2 In practice, enrollments at both primary and
general secondary schools have stagnated. The plan did not provide for the
expansion of general secondary schools, but the progress made in expanding
enrollments at primary schools, the vocationally-oriented new secondary
schools (as distinct from general secondary schools) and the teacher training
school has fallen far short of the targets.

Table 5.1: EDUCATIONAL LEVEL OF POPULATION 15 YEARS AND OVER
NOT ATTENDING SCHOOL, 1975

(%)

a1ale Female Total

Without formal education 40.5 57.0 48.5
Junior primary education /a 29.2 27.3 28.3
Senior primary education lb 22.8 12.6 17.8
Junior secondary education /c 3.4 1.2 2.4
Senior secondary education /d 2.0 0.8 1.5
University 0.7 0.3 0.5
Other tertiary education 1.1 0.6 0.8
Not stated 0.3 0.3 0.3

Total /e 100.0 100.0 100.0

/a Standard 1-4.
/b Standard 5-7.
/c Form 1-2.
/d Form 3-5.
/e Total may not equal the sum of components due to rounding.

Source: Population Census 1976, Preliminary Results.

/1 Based on the attainment of standard 7 primary education.

_2 Education Policy, 1975-79.
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5.03 In view of the past neglect of education and the disappointing
recent progress, an ambitious, but balanced, strategy to expand education at
all levels is urgently needed. The country's high population growth and the
consequent increase in school-age children over the next plan period suggest
that unless the resources devoted to education are substantially increased,
the situation could worsen.

Population Growth

5.04 The Solomon Islands' population grew by 3.4% p.a. in the intercensal
period 1970-76. This rate is among the highest in the world and would lead to
a doubling of the population within 20 years.

5.05 The deficiency of vital statistics precludes a detailed analysis
of the causes of the recent trend in population. The population growth in
1970 was estimated at 3%, with a birth rate of 41 per 1,000 and a death
rate of 11 per 1,000. The preliminary results of the 1976 population census
indicate a birth rate of 49 per 1,000 and a death rate of 11-12 per 1,000.
Since the sharp rise in the birth rate implied by these statistics is very
unusual, it is more likely that the death rate in 1970 was grossly under-
estimated and that the present rapid population growth is due to a continued
high fertility and a falling death rate. Improved health facilities, and
particularly the malaria eradication program initiated in 1970, appear to
have contributed to a decline in infant mortality.

5.06 Rapid population growth has resulted in a relatively young
population; 48% of the population is under 15 years. Consequently, the
dependency ratio /1 is very high (126%). While measures to reduce fertility
are required, it must be recognized that the present age structure will
provide a built-in momentum for a sustained high population growth for some
considerable time.

5.07 With the number of acceptors estimated at less than 7% of women in
the reproductive age group, the impact of family planning has been limited so
far. The coverage of family planning has been significantly extended recently
by making contraceptives available at rural clinics. Efforts have also been
made to increase the number of trained staff. While these steps are in the
right direction, family planning programs cannot be expected to have a
significant effect unless the country's political leadership communicates the
importance of reducing population growth to the mass of the population. This
remains to be done in the Solomon Islands.

5.08 However, it is the existing population and not the new popula-
tion that will affect the number of school-age and working-age population
over the next plan period. These will grow substantially over the plan
period, reflecting high rates of population growth in the past. According
to the Government's projections, between 1976 and 1985, children under the

/1 Population under 15 and above 54 as a percentage of the population
between 15-54.
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age of 15 will have increased from 94,000 to 132,000 and the work force
(population between 15-54 years) will have increased from the present 88,000
to 116,000 (Table 5.2). These projections have significant implications for
the provision of educational facilities and creation of jobs.

Table 5.2: POPULATION UNDER AGE 15 AND WORKING AGE POPULATION,
1970, 1976 and 1985

1970 1976 1985
projected

population under 15 years 71,761 94,178 131,700

Working age population (15-54 years) 76,994 87,993 116,180

Source: Statistics office, Ministry of Finance.

Manpower Requirements

5.09 Assessment of a country's future manpower requirements and its
implications for the educational system can never be a completely objective
exercise; it must inevitably involve some degree of judgement. In the
circumstances of the Solomon Islands, the best way to proceed is to form
some judgement about the probable rate of expansion of the cash sector and
work out its implications for educational priorities in broad terms, taking
account of the types of skills that are being imported.

5.10 In 1976, at the time of the census, the work force totaled
80,700 persons. Of these, 16,600 were in full-time paid employment. In
addition, according to the 1974-75 agricultural survey, about 13,000 persons
received some cash income from self-employment and part-time or occasional
employment in the 12 months preceding the survey. About 6,050 of these
had earned some cash income during the week preceding the census. Thus, at
the time of the census, about 22,650 persons or 28% of the work force had been
engaged in some form of cash generating activity./I

5.11 Merely to maintain this proportion in cash employment will require
the creation of an additional 600 formal jobs each year over the next few
years and 200 informal, cash-earning jobs./2 This compares with an additional
400 formal jobs created on average each year between 1971-77, (Statistical
Appendix, Table 1.4) and probably 200 informal jobs. In practice, owing to

11 Development Committee, Review of the Solomon Islands Economy and of
Policy Options for NDP 2.

/2 The calculation allows for the different cash earners/work force ratios
for men and women.



- 44 -

the growing exposure of the country to the outside world and improving
educational facilities, the demand for cash earning opportunities is likely
to be much greater. Furthermore, the calculations do not allow for even a
partial replacement of the skilled expatriate manpower presently utilized.

5.12 There were about 1,200 expatriates in employment or self-employ-
ment at the time of the last census (Statistical Appendix, Table 1.6).
Localization has proceeded slowly. Although the proportion of expatriates in
the public service declined from 18% in 1970 to 11% in 1978 (Statistical
Appendix, Table 1.7), localization has mainly occurred at lower levels and a
large proportion of higher administrative and technical posts are still held
by expatriates. In the private sector, where expatriates also hold most
middle- and high-level managerial and technical posts (Table 5.3), the
progress has been even more limited. The number of work permits granted,
having declined from 345 in 1975 to 256 in 1977, increased sharply in 1978
(Table 5.4).

Table 5.3: ROLE OF FOREIGNERS IN SELECTED OCCUPATIONS, 1976

Foreigners
Number of as % of

Total foreigners total

Administrative and Managerial
Government administrator 88 60 68
General manager 95 72 75
Production manager 30 19 63
Wholesale/retail manager 275 32 12
Agricultural manager 71 22 31
Accountant 61 38 62
Business advisor 17 14 82
Personal secretary 42 29 69

Technical
Engineers: civil, mechanical, electrical 48 47 98
Engineering technician 166 26 16
Architect and surveyor 21 16 76
Scientist 69 48 70
Heavy plant mechanic 62 11 18

Education
Secondary teacher 59 38 64
Tertiary teacher 73 42 58

Medicine
Doctor 38 25 66

Source: National Mfanpower Assessment and Draft Manpower Plan, Central
Planning Office, September 1978.
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Table 5.4: PRIVATE SECTOR: APPROVED WORK PERMITS FOR FOREIGNERS,
1974-78

Number of work
permits approved

1974 345
1975 431
1976 286
1977 256
1978 388

Approved work permits by occupation, 1978:
Managers and directors 62
Administrators and accountants 35
Teachers 31
Tradesmen 28
Engineers 27
Supervisors 26
Secretary/stenographer/clerical 25
Bankers 24
Medical officers 13
Others 117

Total 388

Source: Labor Division, Ministry of Trade, Industry and Labor.

5.13 Probably one-third of new jobs in the formal sector will require
at least two to three years of general secondary education. To this must
be added secondary school graduates required to replace retiring workers
and a proportion of expatriates. The present supply of graduates with
general secondary education or above is very limited in relation to the
requirements. This matter is discussed more fully in paras. 5.24-5.26.

The Structure of the Educational System

5.14 The Government took over the responsibility for primary education
from the churches in 1974-75. In 1978, about 28,000 students or 70% of
the primary school-age population (7-13 years) attended primary schools.
Primary education consists of six grades (standards 1-6)./1

5.15 Secondary education is divided into general and vocational
education. Of the six schools providing general secondary education, one
is administered by the Government while the remaining five are administered
by various churches. All general secondary schools (known as national

/1 The duration of primary education was reduced from 7 to 6 years in 1976.
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secondary schools) have boarding facilities. The enrollment in these schools
in 1978 was just above 1,600 students or 6.5% of the secondary school-age
population. General secondary education covers five years (forms 1-5). To
adapt the curriculum to local needs, the Cambridge Overseas School Certificate
was replaced by a Solomon Islands School Certificate in 1978. As preparation
for overseas education, one school provides an additional year of schooling.

5.16 Secondary schools with a vocational bias (known as new secondary
schools or provincial high schools) were established in 1976 with the aim of
teaching students skills relevant to the rural environment. They offer
courses to a portion of the large numbers of primary school-leavers whose
education would otherwise end. While the three-year courses offered by
these schools include English and mathematics, the emphasis is on agricul-
ture, handicrafts and home crafts. It will be possible, from 1981, for
students to gain entry into form 4 of national secondary schools by passing
an examination, but most students completing their studies at new secondary
schools are expected to return to their home areas. So far, 8 new secondary
schools have been established and, in 1978, about 1,400 students were
enrolled.

5.17 At the tertiary level, the Honiara Technical Institute provides
basic courses in technical and commercial subjects (Statistical Appendix,
Table 9.8). The Institute admits an estimated 120 Solomon Islands students
annually. The Teachers College provides training for primary and new
secondary school teachers. The minimum admission requirement for both these
institutions is twvo years of secondary education.

5.18 A large part of tertiary education takes place abroad. Fach
year some 60 scholarships are awarded to secondary school-leavers for further
overseas training, and in 1978 an estimated 167 scholarship students were
studying overseas at universities and other institutions, mainly in Papua
New Guinea and Fiji. About 50 students acquired overseas qualifications
(degrees, diplomas and certificates) and returned to the Solomon Islands
in 1978.

5.19 Adult education is not well-developed. The churches are active in
this area, but the Government's activities have been limited due to a lack
of field staff. Non-formal training, including on-the-job training, is also
not systematically provided (see para. 5.30).

Recent Educational Developments and Selected Issues

5.20 Primary Education. The enrollment ratio for primary education re-
mained unchanged at approximately 70% between 1971-78. The constancy in the
enrollment ratio is due to more pupils completing standards 5 and 6, as a
consequence of the abolition of standard 4 examinations in 1975, rather than
to an increase in the numbers entering standard 1. These have remained stable
at 5,500-6,000, implying that relatively fewer children are now entering
primary schools than in the early 1970s (Table 5.5).

5.21 The main priority in relation to primary education should be to
improve the quality of education, even if this means that the enrollment ratio
cannot be expanded to the desired extent due to a shortage of teachers and
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finance. Basic education of an adequate quality is necessary for everyone,
particularly those who will not receive any further education. Moreover,
unless the quality of primary education is steadily improved, the supply of
primary school graduates with the educational background needed for secondary

education will be limited. This will, in turn, restrict the country's
ability to produce sufficient middle- and high-level manpower. Raising the
quality of education will require a greater reliance on trained teachers and
improved supply of teaching materials. In the future development of primary
education, greater efforts are also needed to raise the enrollment ratio
for girls, which is markedly below that for boys (see para. 5.29), and to
reduce regional disparities in educational opportunities (Statistical
Appendix, Table 9.3).

Table 5.5 PRIMARY SCHOOL ENROLLMENTS, 1970-78

Stan-
dard 1970 1971 1972 1973 1974 1975 1976 1977 1978

1 n.a. 5,357 5,259 5,025 4,828 5,928 5,569 n.a. 5,871
2 n.a. 5,027 4,848 4,635 4,318 4,508 4,982 n.a. 5,229
3 n.a. 4,215 4,617 4,439 4,200 4,825 4,387 n.a. 5,075
4 n.a. 4,080 4,051 4,373 3,941 4,138 4,446 n.a. 4,793
5 n.a. 2,482 2,443 2,595 2,623 3,965 3,770 n.a. 3,732
6 n.a. 2,035 2,296 2,170 2,194 2,580 3,867 n.a. 3,468
7 n.a. 1,948 2,056 2,205 1,984 2,275 - - -

Total 21,270 25,144 25,570 95,442 24,088 28,219 27,021 28,482 28,264

Sources: Ministry of Education and Training; and Statistical Bulletin,
July 1978.

5.22 Increasing the proportion of trained teachers is essential for
raising the quality of primary education. Primary education relies heavily
on partly trained and untrained teachers: in 1978, almost one-half of all
teachers were not fully trained, and about one-quarter had not received any
teacher training at all (Statistical Appendix, Table 9.5). The Teachers
College has found it difficult to increase its present low intake due to the

tight supply of secondary school students and the low pay scales of teachers
in relation to other public service employees. The present annual admission
of primary teacher trainees is only 60 (Statistical Appendix, Table 9.6),
and because of a high dropout rate, only 35 trained teachers graduated in
1978, which is barely sufficient to maintain the present enrollment rate.
To alleviate the situation, the Teachers College started short courses in
1975 to provide partial training to untrained teachers. The salary hike of
15% for teachers provided for in the last budget has narrowed the differ-
ential between teacher and other salaries. But additional measures may be
needed to make teaching more attractive, at least until the supply of
secondary school graduates is much larger.
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5.23 Improved availability of textbooks and other teaching materials is
also essential. The recurrent budget allocations for education may have been
too stringent in the past.

5.24 General Secondary Education. Enrollments at national secondary
schools have also stagnated over the last five years (Table 5.6). What is
more serious is the sharp decline in form I admissions, from over 500 in
1973-74 to under 400 in 1978./i The total enrollments have remained constant
only because the elimination of form 2 examinations has permitted more
students to progress to form 5.

Table 5.6: ENROLLMENTS AT NATIONAL SECONDARY SCHOOLS, 1970-78

Form 1970 1971 1972 1973 1974 1975 1976 1977 1978

1 464 46Q 492 519 515 445 391 n.a. 389
2 385 437 428 489 507 517 420 n.a. 387
3 128 167 207 218 227 219 316 320 347
4 65 79 116 197 200 209 220 279 269
5 - - 60 103 176 181 181 156 217
6 - - - - - - - 26 27

Total 1,042 1,152 1,303 1,526 1,625 1,571 1,528 n.a. 1,636

Sources: Ministry of Education and Training; and Statistical Bulletin,
July 1978.

5.25 Because of the small number of students graduating from national
secondary schools, and a high proportion of these students pursuing higher
education, the supply of school-leavers available for direct employment
following the completion of their secondary schooling is very limited. Thus,
out of the 245 students graduating from national secondary schools in 1978,
an estimated 150 enrolled at local or overseas institutions for further
training. In these circumstances, it is not surprising that the private
sector has experienced difficulties in recruiting form 5 leavers in commerce
and industry, the Teachers College has been unable to attract sufficient
students, over 10% of the established posts in the public service remain
unfilled (Statistical Appendix, Table 1.7), and the implementation of the
localization policy has been slow. It is particularly important that

/1 A major reason for the stagnating enrollments was the Government's deci-
sion to close the boarding facilities of the King George VI School, the
largest secondary school, and turn it into a day school. This reduced the
enrollments at the School from 477 students in 1974 to 329 students in
1Q78, and the number of form 5 leavers fell from 108 to 54 students.
Boarding facilities at the School were re-established during 1979.
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sufficient secondary school-leavers are available for teacher training, and
for the much-needed strengthening of agricultural support services (see
Chapter 3) because expatriate staff cannot be used as primary teachers and
extension officers.

5.26 Expansion of enrollments at national secondary schools deserves high
priority. At present only one student out of every ten completing primary
education enters national secondary schools. While there is room for diverse
opinions on the proportion of students who should go on to secondary educa-
tion, there can be no doubt that the present proportion is far too low in
relation to both present and future requirements of middle- and high-level
manpower. In the mission's judgement, the form 1 intake needs to be increased
to about 600 students as soon as this can be done without lowering standards.

Because of the long gestation period of investment in education, early deci-
sions concerning the development of general secondary education are required.

5.27 New Sdcondary Schools. For the present plan period, it was the
Government's intention to open four new secondary schools each year starting
in 1976, in order to achieve an enrollment of 3,360 students by 1979.

Eight schools have so far been established, one in each province. The new
secondary schools' admission of about 850 pupils in 1978 provided the
opportunity for approximately one-fifth of the primary school-leavers to
continue their education.

5.28 The new secondary schools clearly have a place in the educational
system. Without them, the formal education of about 90% of primary school
leavers would terminate. But the contribution that these schools can make to
strengthening the foundation for permanent literacy laid at primary level,
and to the improved adaptability of primary school-leavers to the rural
environment will depend critically on future curriculum development, the
quality of teachers and the availability of adequate teaching materials. The
schools should be carefully monitored to ensure the provision of a broad
education of an acceptable quality.

5.29 Education for Girls. While women play an important role in
smallholder agriculture, the educational opportunities for girls are far more
limited than for boys. According to the 1974-75 agricultural survey, over 50%
of the full-time workers in agriculture were women./l On the other hand, the
primary school enrollment rate for girls was only 59% in 1976, compared to
86% for boys. The poor educational background of one-half of the agricul-
tural work force is bound to affect the effectiveness of measures to improve
agricultural productivity. Thus, quite aside from considerations of equity,
greater emphasis must be given to the education of girls for economic reasons.

/1 Keesing, R.M., 'Elota's Story: The Life and Times of a Solomon Islands
Big Man (University of Queensland Press, 1978) provides a good background
to the cultural reasons for the high participation of women, and partic-
ularly younger women, in agriculture.
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5.30 Other Training. In order to successfully implement development
programs and begin to replace expatriate personnel in middle and higher level
management positions, other training programs outside of the formal education
sector, should be developed. In the public sector, areas which might be
considered include in-service management training for nationals involved in
development work. Such management training could be developed and carried out
in the country or in combination with short-term training or exchange programs
within the region, and should concentrate on skills required to effectively
develop and implement projects in a relevant sector. In view of the economy's
dependence on agriculture, schemes for improving field practice among in-
service and pre-service extension workers are also warranted. Further,
training programs designed to impart basic (off-farm) skills (i.e., simple
mechanical or electrical skills) for the out-of-school population could be
developed as a means for creating new opportunities for employment and
self-employment in the cash sector.

5.31 The need to provide systematic training in the private sector is
at least as large as in the public sector. Greater efforts by the Government
are required to explain its localization policy to the private sector and the
role it expects the latter to play in its implementation.

5.32 Educational Finance. Educational development will have substantial
recurrent expenditure implications. While every effort should be made to
raise the needed recurrent revenues, reasonable educational progress is so
critical at this stage of the country's development that high priority
programs should not be delayed because of inadequate recurrent finance.
Because all educational spending can be regarded as investment, particularly
in the country's present circumstances, and the shortage of recurrent
resources is more acute than domestic capital finance at present (see Chapter
6), the use of domestic capital funds to meet part of the recurrent costs of
education would be justified. Such a policy would, however, be advisable only
as a short-term measure, until the revenue base can be sufficiently expanded.
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6. PUBLIC EXPENDITURES AND MOBILIZATION OF DOMESTIC RESOURCES

6.01 Over the next plan period, financial policy can do much to alleviate
long-term development constraints. By emphasizing greater domestic resource
mobilization and ensuring a proper allocation of availahle resources, fiscal
policy can facilitate the country's transition from substantial dependence on
foreign capital and skills to increased self-reliance. In the next several
years, the Government's ability to undertake a development program of a
reasonable size will depend more on its implementation capacity and willing-
ness to raise recurrent revenues than on the availability of capital finance
(see para. 6.08). While the implementation capacity can be strengthened in
the near term by use of foreign manpower, development even in the short-run
will suffer if recurrent revenues are not raised sufficiently. Measures to
lift the present low rate of domestic savings are also needed for long-term
development. Another area where financial policy can make a major contribu-
tion is in the channeling of finance to indigenous enterprises as part of the
localization policy. This chapter discusses these issues in the context of
recent trends in public sector finances and evolution of the financial system.

6.02 The Government controls a significant proportion of the country's
resources (Table 6.1). The share of government expenditures in GDP, having
risen from less than one-fifth in 1960 to about one-third in 1970, has now
stabilized at the latter level. Because development expenditures are not
synonymous with investment, the share of Government in total investment cannot
be determined without a detailed economic analysis of government accounts;
nonetheless, the trend in development spending is indicative of the
Government's expanding role as the source of investment.

Table 6.1- GROWTH OF GOVERNMENT EXPENDITURES, 1960-78

Development Current Total Development Total
Year expenditures expenditures expenditures expenditures expenditures

------------ (SI$ million) ------------- ---- (as % of GDP) -------

1960 1.25 2.00 3.25 7.3 18.8
1965 1.98 4.11 6.09 9.2 28.2
1970 2.42 6.86 9.28 8.5 32.5
1975 4.78 4.30 14.08 9.7 28.5
1978/a 9.13/b 16.69 25.82 11.4 32.2

/a Estimates.

/b Excluding transfers to the Government Shareholding Agency.

Sources: Statistical Appendix, Tables 2.1 and 5.2; and mission estimates.
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Public Expenditures and their Financing /1

6.03 Public expenditures have grown rapidly in money terms in recent
years. Between 1973-78, total expenditures grew at an average rate of about
20% annually, with development expenditures increasing from SI$3.9 million in
1Q73 to SI$11.6 million in 1978, or at an annual rate of nearly 25%
(Table 6.2). The functional classification of expenditures, which is
available only from 1975, indicates that a large part of the increase in
development expenditures is accounted for by economic infrastructure (trans-
port, communications, water supply, electricity and housing), whose share in
development expenditures rose from 35% in 1975 to 43% in 1978 (Table 6.3).
The other significant trends in the structure of development expenditures are
a relative stability (21-22%) in the share of natural resources (mainly
agriculture, forestry, fisheries) and a marked decline in the share of educa-
tion, from 9.1% in 1975 to 4.4% in 1978. Because of the importance of private
investment in agriculture, the development expenditures on natural resources
do not give a complete picture of investment activity in this area, but the
sharp fall in the share of education is of grave concern; it implies a decline
in real terms of over 20% in three years.

6.04 Recurrent expenditures, which have tended to grow at a slightly
lower rate than total expenditures in the past five years, amounted to SI$16.7
million in 1978. Administrative costs associated with the country's political
evolution made heavy demands on the resources. Reflecting these costs, the
share of general administration in recurrent expenditures rose from 32.3% in
1975 to 41.6% in 1978. As a consequence, the shares of other services,
including infrastructure and education, fell somewhat. However, the relative
share of natural resources dropped steeply, from 14.7% to 10.2%.

6.05 Budget estimates for 1979 envisage development expenditures of
SI$31.3 million and recurrent expenditures of SI$20 million. The budgeted
development expenditures are not comparable with historical figures because
the outcome normally differs significantly from the budgeted amounts,/2 and
budget estimates include noncash foreign grants (equipment and personnel),
which are excluded from historical figures. Nevertheless, a substantial
growth in development expenditures is likely in the current year.

6.06 Despite their sizable recent growth, development expenditures
over the five-year period 1975-79 will fall substantially short of the
planned amount of SI$60 million in 1975 prices (Table 6.4). Development
spending in the first four years of the plan was slightly under one-half
of the targeted amounts. Taking account of the likely level of development
spending in 1979, development expenditures over the plan period will pro-
bably amount to two-thirds of the planned amount.

Lb The discussion is confined to Central Government finances.

/2 The initial development budget for 1978 amounted to SI$20.6 million,
but the actual (cash) development expenditures are estimated at
SI$11.6 million.
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Table 6.2 SUMMARY OF GOVERNMENT FINANCES, 1970-78
(SI$'000)

1970 1973 1974 1975 1976 1977 1978
preliminary

Government Expenditures

Recurrent expendi-
tures 6,864 7,240 9,030 9,275 10,658 13,661 16,687

Development
expenditures and
net lending 2,148 3,857 3,834 4,762 7,020 7,624 11,583

Total 9,282 11,097 12,864 14,037 17,678 21,285 28,270

Financing of Expenditures

Domestic sources 4,780 5,961 7,685 7,942 9,350 12,734 14,322
Recurrent revenue (4,568) (5,802) (8,208) (7,763) (9,295) (12,027) (14,735)
Net borrowing (-9) (-11) (-12) (-12) (-13) (-13) (-12)
Other /a (221) (170) (-511) (191) (68) (720) (-401)

External sources 4,502 5,136 5,179 6,095 8,328 8,551 13,948
UK recurrent grants (2,315) (1,573) (1,545) (1,388) (917) (1,841) (1,972)
Other grants (2,187) (3,574) (3,645) (4,719) (7,421) (6,537) (11,659)
Net borrowing ( - ) (-11) (-11) (-12) (-10) (173) (317)

/a Drawing on cash reserves and use of special funds.

Source: Statistical Appendix, Table 5.2.

6.07 Since the distinction between recurrent and development expenditures
has limited analytical significance in many developing countries, including
the Solomon Islands, and development expenditures were wholly financed from
foreign resources until 1978, it is more useful to examine the financing of
total expenditures rather than individual components. Domestic resources
accounted for 55% of the total expenditures of SI$94 million during 1974-78,
with the remaining 45% coming from foreign sources (Table 6.2). Foreign
external assistance has primarily come from the United Kingdom in the form of
grants, and has included budgetary grants (for recurrent budget) amounting to
about SI$2 million annually. The budgetary grants are to be terminated in
1981 in accordance with the terms of the financial agreement reached between
the British and Solomon Islands' governments prior to independence. The flow
and sources of foreign assistance are discussed in greater detail in the next
chapter.
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Table 6.3: STRUCTURE OF GOVERNMENT EXPENDITURES, 1975-78

Annual average
% of % of growth rate

recurrent development % of total of total
1975 1978 1975 1978 1975 1978 expenditure

Natural resources /a 14.7 10.2 22.8 21.2 17.5 14.1 14.1
Commerce and industry /b 2.8 2.1 2.6 7.8 2.7 4.1 40.4
Economic infrastructure 21.2 19.7 34.9 43.0 25.9 28.0 25.9
Education 17.3 16.5 9.1 4.4 14.6 12.2 15.7
Health 11.7 9.9 17.5 10.0 13.7 9.9 10.2
Administration and other 32.3 41.6 13.1 13.6 25.6 31.7 31.4

Total 100.0 100.0 100.0 100.0 100.0 100.0 22.6

/a Mainly agriculture.

/b Excluding equity investment through the Government Shareholding Agency.

Source: Statistical Appendix, Table 5.7.

Table 6.4: PLANNED AND ACTUAL DEVELOPMENT EXPENDITURES
(amounts in 1975 prices)

Planned, 1975-79 Actual, 1975-78
(SI$ 000) % (SI$'000) %

Natural resources 13.76 23 5.15 18
Commerce and industry 5.10 9 3.61 13
Economic infrastructure 27.50 46 10.64 38
Education 4.01 7 1.66 6
Health 4.00 7 3.52 13
Administration and other 5.03 8 3.28 12

Total 59.40 100 27.86 100

Sources: National Development Plan, 1975-79 (Office of the Chief
Minister, Honiara, April 1975); and mission estimates.
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6.08 Recourse to domestic borrowing would have enabled the Government to

raise the share of domestic resources in the financing of its expenditures.

The need for raising such finance was not very great in the past, however.
The Government had not undertaken any domestic borrowing by the end of 1979,

but the 1979 budget provides for the borrowing of some SI$2 million. Given

the high liquidity that has characterized the banking system in recent years

(see para. 6.23), there are significant opportunities for domestic borrowing;

and with the establishment of the National Provident Fund (see para. 6.26) in

1976, a new source of nonbank borrowing has emerged. Since domestic financial

institutions would wish to include treasury bills and government bonds in

their investment portfolio, and borrowing from multilateral institutions would

require the financing for local costs of projects, which has not hitherto been
necessary, domestic borrowing must inevitably become a regular source of
finance in the future.

Tax Structure and Policy

6.09 The Government's intensified efforts to raise domestic recurrent
revenues, particularly since 1973, are highly commendable. The expansion of
domestic recurrent revenues (tax and nontax) at the same pace as total
expenditures has made it possible to stabilize the share of external finance

in total expenditures at 50%. Tax revenues rose at an annual average rate of
25% between 1973-78 (Table 6.5), with the result that the share of tax
revenues in GDP increased from 10% to 13.5%. Largely due to the buoyancy of
tax receipts, the domestic revenue/GDP ratio rose from 16% to 18% over the
same period.

Table 6.5: DOMESTIC REVENUE OF THE CENTRAL GOVERNMENT, 1970-78
(SI$'000)

1978
1970 1973 preliminary

Tax revenue
Income tax 513 930 4,261

Employees (249) (402) (1,740)
Self-employed (66) (131) (413)
Companies (198) (397) (2,108)

Export duties 680 439 2,506
of which: copra (502) (278) (1,077)

Import duties 1,380 1,646 3,3R8

Excise duty 149 169 217
Other 129 311 477

Total tax revenue 2,811 3,495 10,849
Nontax revenue 1,757 2,307 3,886

Total domestic revenue 4,568 5,802 14,735

Source: Statistical Appendix, Table 9.4.
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6.10 The growth in tax revenues has been accompanied by major changes
in the relative importance of revenues from different sources between 1973-
78. Income tax replaced import duties as the single most important source
of tax revenue as its relative share in total tax revenues rose from 27%
to 39%; rapid growth in revenues from employees and companies accounted for
the bulk of the increase in income tax receipts. The growth in income tax
revenues, combined with a decline in the overall rate of import duty (i.e.,
import duties collected/import value ratio) reduced the share of import
duties sharply, from 47% to 31%. The share of export duties rose from
13% to 23%, partly due to high copra prices and extension of the duties to
new commodities. The share of excise duty fell from 4.8% to 2% because the
duty is confined to twist tobacco, whose consumption is not income elastic.

6.11 The progress already made in broadening the revenue base will
lighten the burden of raising further recurrent resources over the next plan
period. Although sizable revenues will be available from two new sources
(dividends from equity investments of the Government Shareholding Agency,
discussed in para. 6.27, and profits of the Solomon Islands Monetary
Authority discussed in para. 6.22), greater efforts to raise recurrent
revenues will be needed than in the past. There are four main reasons for
this:

(a) the UK budgetary assistance will need to be replaced by domestic
revenues;

(b) efforts will be needed to make up for the past stringency in
recurrent cost allocations for many major services, which was
necessitated in part by the magnitude of the administrative costs
associated with the political transition from a protectorate to
full nationhood;

(c) an appropriate strategy for education will require vastly
increased spending (see Chapter 5), and expansion of development
outlays on services such as agriculture and transport will also
have substantial recurrent cost implications (see Chapters 3
and 4); and

(d) decentralization of administration (see paras. 1.12-1.14),
irrespective of the precise form it takes, will be costly in terms
of recurrent expenditures.

A brief description of major taxes is given below, followed by a broad
assessment of some revenue possibilities.

6.12 Income taxes are levied on companies as well as individuals.
Under the individual income tax, the basic allowances are personal and
spouse allowances of SI$600 each and a child allowance of SI$120 for each
child up to a maximum of four. The cost of medical treatment, including
overseas passages, is deductible. In addition, generous deductions are
given for contributions to life insurance and superannuation schemes,
educational costs, passages for schoolchildren and vacation passages for
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persons not domiciled in the Solomon Islands./I The tax rate starts at 11
cents in the dollar for the first SI$360 of taxable income and increases by
1 cent for every successive SI$360 of taxable income until a maximum marginal
rate of 40 cents in the dollar is reached on taxable income in excess of
SI$i0,440.

6.13 Company income tax is levied at the rate of 30%. There is partial
integration of individual and company income taxes; shareholders are taxed
on gross dividends (dividends received plus company income tax paid by
companies on those dividends), but receive a tax credit equivalent to the
company income tax paid.

6.14 Import duties are levied mainly for revenue purposes. Imports of
most inputs and items of machinery enter duty free. Foodstuffs are either
not taxed or bear rates that rarely exceed 20-25% ad valorem. Nonluxury
consumer goods are taxed at rates ranging from 25-40%. A rate of 50% is
levied on most durable luxury goods (furniture, watches, cameras, jewelry,
etc.). Tax rates on automobiles vary from 40% to 70%, with the highest rate
being imposed on automobiles with an engine capacity of over 2,000 cc.

6.15 Export duties are levied on a wide range of export commodities,
including copra, timber, fish, palm products and seashells. The export
duty on copra, which is the most important source of revenue from export
duties, is based on the c.i.f. price in Europe: no tax is payable on the
first SI$150 per MT, but the excess over SI$150 is taxable at the rate
of 20% ad valorem.

6.16 There are significant opportunities for raising additional
revenues from income tax and import duties. The main objective with respect
to income taxation should be to simplify its structure and broaden its base

/1 Life insurance and actual contributions up to a maximum
superannuation allowance of 20% of total income.

Education allowance the cost of the full-time education of
up to four children with a maximum of
SI$1,200 in respect of each child.

Passages for schoolchildren actual cost with a maximum of two
visits per year for up to four
children.

Vacation passages for persons actual cost with maximum of two single
not domiciled in the Solomon lourneys between the Solomon Islands and
Islands the country of domicile.
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by reducing the range of deductions. In this connection, serious consider-
ation should be given to phasing out education and passage allowances, which
mainly benefit expatriates. Their removal is more likely to affect the
salaries paid by private firms to expatriates and the salary supplements paid
by foreign governments to their technical assistance personnel rather than the
country's ability to attract needed foreign skills. Most countries previously
under British administration removed such allowances soon after independence.
The life insurance and superannuation allowance is also too generous and needs
to be curtailed.

6.17 There may be some advantages to be gained from the present low
rate of company income tax. But efforts are needed, through the negotiation
of double taxation agreements and incorporation of 'tax sparing' features in
such agreements, to ensure that fiscal incentives benefit foreign investors
rather than foreign treasuries.

6.19Q Higher import duties will provide the greatest scope for improving
the tax yield in the near term. Import duties in the Solomon Islands are
very low, even compared to other small island economies in the region.
Import duties collected as a percentage of imports amounted to only 11% in
1978, compared to 157 in Fiji and 30% in Western Samoa. Moreover, partly
because of changes in the structure of imports, the import duty collections/
imports ratio has fallen in recent years, From 14.5% in 1973 to 11% in 1978.
Possibilities for raising import duties are too numerous to require detailed
suggestions. But in any review of the import tariff, consideration should be
given to raising duties on foodstuffs not consumed by the rural population and
to increasing the differential between the tax rates on necessities and
luxuries.

6.19 Some reliance on export duties is inevitable in a developing agri-
cultural country. But because copra is the main source of cash income for the
majority of rural households, very special care is needed in deciding the
manner and extent to which copra income should be taxed. It has already been
noted that the internal terms of trade for the rural population have not
improved over the past several years, the growth of smallholder monetary
incomes from crop production has lagged behind other monetary incomes (see
Chapter 2) and smallholder copra production is highly responsive to price
changes (see Chapter 3). r7urthermore, cash income from copra is taxed at a
much higher rate than other cash incomes. Thus, a family with four children
deriving income 'rom employment will be subject to income tax at the rate of
20% only when its income exceeds SI810,000 (Statistical Appendix, Table 5.6).
In light of these considerations, it is suggested that the burden of exDort
taxation on smallholder cash income from copra should be reviewed.

6.20 In concluding this section, two general observations concerning the
future development of the tax structure are in order. First, the evolution of
the tax structure must pay greater attention to the need for generating public
saving. It is perhaps too soon for the country's political transition to be
reflected in the tax structure. But it is important that the basic Framework
of a tax structure more suited to the country's circumstances be established
as soon as possible. As the numbers of middle class Solomon Islanders grow,
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tax reform will become more difficult; the relatively rich Solomon Tslanders
will also wish to enjoy the benefits (e.g., generous income tax allowances and
low import duties on luxuries) that were meant for expatriates. Second, only
through the adoption of innovative solutions that take account of the
country's unique physical and economic characteristics will it be possible to
raise recurrent revenues to the required extent. In this connection, answers
to some difficult questions must be sought. IWhat is the best way of raising
sufficient revenues without taxing cash incomes too harshly in relation to

noncash incomes? In what way should the tax structure take account of the
relatively high subsistence incomes? Other countries' methods of dealing with
these problems need to be studied and adapted to the country's circumstances.
In view of the urgency of raising recurrent revenues and the complexity of the
subject, it would be desirable to appoint a fiscal commission to review the
country's tax structure early in the next plan period.

Financial Institutions

6.21 Until very recently, the country's financial system consisted
primarily of three private commercial banks and a network of their savings
bank agencies in rural areas. Since 1976, however, with the establishment of
the Solomon Islands Monetary Authority (SIIIA), the National Provident Fund
(NPF), the Development Bank of Solomon Islands (DBSI) and the Government
Shareholding Agency (GSA), a diversified financial structure has emerged.
Additionally, an insurance company that will mainly transact nonlife business
is to be set up shortly. Life insurance companies in Australia and NTew
Zealand have been reluctant to insure Mielanesians and Polynesians because of
lack of data concerning their life expectancy; life insurance facilities will,
therefore, also have to be provided locally when there is sufficient demand.

6.22 The Solomon Islands Monetary Authority possesses most central bank-
ing functions. It is empowered, among other things, to regulate the supply of
money, advise the Government on banking and monetary matters and promote a
sound financial structure. Specific instruments available to influence credit
conditions include powers to prescribe reserve ratios of financial institu-
tions and to grant loans and advances to banks. SIMA is permitted to hold
domestic securities ("fiduciary issue") equivalent to up to 40% of its demand
liabilities, but at present its demand liabilities are wholly covered by
external assets. By ensuring that the financial system responds to the
economy's varied credit needs as well as the demand for appropriate savings
instruments, SIMA can make a major contribution to development.

6.23 The three commercial banks are branches of foreign banks:
Australian and New Zealand Banking Group, Commonwealth Banking Corporation
(Australia) and the Hong Kong and Shanghai Banking Corporation. Honiara and
one or two smaller urban centers are adequately served by the banks, but rural
areas lack adequate banking facilities. While the banks have had consider-
able success in attracting deposits in urban areas, their efforts to mobilize
rural savings (see para. 6.28) and to expand domestic lending, particularly
to small- and medium-sized indigenous enterprises, have been less successful.
Unable to find sufficient domestic investment opportunities, the banks have
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traditionally held substantial funds overseas; the bulk of these funds were
exchanged for deposits with SIMA in October 1978./1 At the end of 1978, the
banks' cash reserves (including deposits with SIMA) were equivalent to 63%
of their deposits, and their loans and advances/deposits ratio amounted to
only 30%. A disproportionately large share of bank credit has gone to the
distribution and service sectors, whose share in total bank credit out-
standing in November 1978 amounted to 44%; this compares with the shares
of industry and agriculture of 5% and 30% respectively. Moreover, the
greater proportion of bank lending has gone to large enterprises and statu-
tory bodies.

6.24 The Development Bank of Solomon Islands has a growing role to play
in rectifying the deficiencies in the allocation of commercial bank credit.
But given the predominance of commercial banks in the mobilization of dom-
estic resources, policy initiatives to channel part of the commercial bank-
ing resources to indigenous entrepreneurs will also be necessary during the
next plan period. Such policies are needed to increase local participation
in the economy and should not depend on the state of banking liquidity.

6.25 The main functions of the Development Bank of Solomon Islands are
to promote the participation of Solomon Islanders in economic development,
to foster rural development and to stimulate processing and industrial ac-
tivities. The results of the first year of the T)BSI's operations are en-
couraging. Loans approved by DBSI in 1978 amounted to SI$1.5 million com-
pared to new loan approvals by its predecessor, the Agricultural and Indus-
trial Loans Board, of about SI$200,000 annually. It is also noteworthy that
60% of the loans approved were for citizens and citizen-owned companies,
and 50% of the loans approved were for persons and enterprises outside
Honiara. And although small loans (under SI$5,000) amounted to only 14%
of the total loans approved, they accounted for over 80% of the number of
loans approved. A large proportion of the available finance has gone into
agriculture and industry: of the total loans outstanding of SI$1.9 million
at the end of 1978, agriculture and industry each accounted for 40%.

6.26 Established at the end of 1976, the National Provident Fund is
essentially a compulsory savings scheme for all wage and salary earners,
although it is also open to the self-employed. Contributions amounting to
10% of wage earnings are divided equally between the employee and employer.
About 20,000 members contribute SI$1.5 million to the fund annually. The
fund, which has already made loans to the Solomon Islands Housing Authority,
the DBSI and the private sector, will also invest in government bonds.

6.27 The Government Shareholding Agency was created in 1977 to enable
the Government to acquire equity participation in major commercial under-
takings. Although the agency's resources have so far come from the devel-
opment budget, the agency has powers to borrow both domestically and exter-
nally. By the end of 1978, the agency had invested SI$4.9 million in a wide
range of enterprises (Statistical Appendix, Table 6.7).

/1 The commercial banks' overseas assets shortly before their repatria-
tion amounted to SI$17 million, or about 60% of their deposit liabil-
ities.
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Mobilization of Rural Savings

6.28 The Government is aware of the importance of inculcating the savings
habit in the rural population and is exploring ways of improving the savings
facilities in rural areas. The two commercial banks which accept deposits
in the rural areas through about 30 agencies have not been very successful
in mobilizing rural savings; savings deposits, the form in which the
rural population holds bank deposits, have stagnated in real terms
(Table 6.6).

6.29 In any long-term strategy for raising the country's low rate of
domestic savings, serious consideration should be given to changing the
present interest rate policy, particularly in relation to savings deposits.
The present policy is to offer a low return on savings deposits (4%) but to
exempt the return from income taxation. Given the current rate of inflation
of 6.5%, the effect of this practice is that a person who is not subject to
income tax will earn a real rate of return of -2.5%, and even a person who
pays income tax at the highest marginal rate of 40% will just succeed in
maintaining his capital intact in real terms (i.e., he will earn a real rate
of return of 0%). Since most of the rural population will not be subject to
income tax because of its low cash income, it is more appropriate to set a
reasonable interest rate for savings accounts and to make income from such
accounts taxable, subject to a small exemption for administrative
convenience.

Table 6.6: SAVINGS DEPOSITS, 1970-78
(SI$'000)

End year Savings Deposits
Current prices 1970 prices

1970 2,416 2,416
1971 2,485 2,383
1972 3,282 2,941
1973 3,661 3,181
1974 3,956 2,892
1975 3,951 2,624
1976 4,418 2,812
1977 4,787 2,811
1978 5,319 2,935

Sources: Statistics Office, Ministry of Finance; and
mission estimates.

6.30 The Government is considering policy inifinti-et wh-ch could have
substantial impact on the present commercial bank lending practices as well
as on savings facilities. The Government plans to enter into a joint-venture
banking operation with the Commonwealth Banking Corporation of Australia in
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1980. It is intended that the new bank should be the main instrument for
changing the present banking coverage and practices. National Savings
Certificates, in small denominations and carrying higher interest rates
than offered on savings deposits, are also to be issued for sale through
post offices.

6.31 Effective measures to mobilize rural savings could involve
substantial administrative costs in relation to new deposits, at least in
the initial years. Any subsidy that may be required should, however, be
regarded as an investment in the country's future.
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7. THE EXTERNAL SECTOR

Balance of Payments

7.01 The distinctive features of the Solomon Islands' balance of pav-
ments are: (a) a moderate deficit in respect of goods and nonfactor services;
(b) growing utilization of external assistance; (c) a steady flow of private
investment; and (d) negligible debt servicing. The recorded payments of
interest and dividends to foreign investors are also low, but these may be
seriously underestimated./I The limited contribution of tourism to foreign
exchange receipts has already been discussed in Chapter 4.

7.02 The dynamic growth of exports (see Chapter 2), and a somewhat
slower growth in imports, have helped to contain the import surplus at a
manageable level in recent years. The import surplus averaged SI$6 million
between 1976-78, or 9% of CDP (Table 7.1). Since 1973, despite wide
fluctuations in the prices of major exports, export receipts have expanded
steadily in every year except 1975, when even the substantial expansion in
copra production could not make up for a 60% decline in copra prices (Table
7.2). Exports of goods and services more than trebled between 1973-78,
rising from SI$10.4 million to SI$32.7 million, or at an annual average rate
of nearly 26%. Over the same period, imports of goods and services increased
at the rate of 24% p.a. There are indications that, in real terms also,
exports grew at a slightly higher rate than imports.

7.03 While the structure of imports in the 1970s has not changed as
dramatically as that of exports, there have been some significant shifts.
A comparison of the pattern of imports in 1960 with that in 1978 reveals
a decline in the relative share of food from one-quarter to one-sixth,
with rice, meat, poultry, wheat flour, sugar, canned fish and milk
accounting for the bulk of the food imports. Other significant changes in-
clude increases in the relative shares of machinery and transport equipment
(19.5% to 28%) and fuels (7.5% to 11%), while the share of manufactured goods
in total imports has remained stable at 30%.

7.04 The country's trading relationships have broadened with the growth
in its trade. At present, 60% of the country's exports go to Japan, the
United Kingdom, the Netherlands and American Samoa, and two-thirds of its
imports come from Australia, Japan, the United Kingdom and Singapore. In
contrast, in 1970, Japan and Australia accounted for two-thirds of the
Solomon Islands' exports, and Australia and the UTnited Kingdom supplied 60%
of its imports.

7.05 The current account deficit has tended to be lower (an average
of 5% of GDP between 1976-78) than the deficit in goods and services because

of transfers. These take the form of remittances by individuals and churches,

/1 Export receipts of foreign enterprises, flow of foreign private invest-
ment and other statistics suggest that repatriation of profits is
likely to be much greater than the estimate of SI$0.8 million for 1978.
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Table 7.1: BALANCE OF PAYMENTS, 1970-78
(SI$ million)

1970 1973 1974 1975 1977 1978

Exports of goods and
nonfactor services 7.3 10.4 19.1 13.2 31.0 32.7
Merchandise (7.1) (9.6) (18.3) (11.8) (29.6) (31.1)
Travel (0.2) (0.8) (0.8) (1-4) (1.4) (1.6)

Imports of goods and
nonfactor services -11.0 -13.9 -21.6 -27.7 -34.7 -40.6
Merchandise (-10.0) (-11.3) (-16.4) (-21.8) (-25.8) (-31.0)
Freight (-1.0) (-1.7) (-3.3) (-4.4) (-5.2) (-6.2)
Payments for Taiyo
charter fleet ( - ) (-0.9) (-1.9) (-1.5) (-3.7) (-3.4)

Goods and Nonfactor
Services Balance -3.7 -3.5 -2.5 -14.5 -3.7 -7.9

Investment income -0.1 -0.3 -0.5 -0.3 -0.6 -0.8
Current transfers 3.2 3.4 3.3 2.8 3.3 3.8
Official (UK recurrent
grant) (2.3) (1.6) (1-5) (1-4) (1.8) (2.0)

Private (0.9) (1.8) (1.8) (1-4) (1.5) (1.8)

Current Account Balance -0.6 -0.4 0.3 -12.0 -1.0 -4.9

Medium and long-term
capital 3.2 4.6 5.6 10.7 11.5 16.6
Net direct investment (1.0) (1.0) (2.0) (6.0) (4.8) (4.0)
Official grants (2.2) (3.6) (3.6) (4.7) (6.5) (12.3)
Official loans, net ( - ) ( - ) ( - ) ( - ) (0.2) (0.3)

Short-term capital /a 0.2 0.4 0.4 0.5 0.6 10.6

Overall Balance 2.8 4.5 /b 6.4 /b -0.8 11.1 22.3

Increase in Official
Reserves - - - - - 22.3

Official Reserves at the
End of Year - - - 2.1 24.4

(US$ million) ( - ) ( - ) ( - ) ( - ) (3.0) (28.1)

/a Large inflow in 1978 reflects the expiry of the conversion period for con-
verting Australian dollars into SI dollars.

/b Total may not equal the sum of components due to rounding.

Source: Statistical Appendix, Table 3.1.
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Table 7.2: PRINCIPAL MERCHANDISE EXPORTS, 1970-78

1970 1973 1974 1975 1977 1978

Copra
Value (SI$'000) 3,633 2,813 9,013 4,661 7,988 7,856
Volume ('000 mt) 21.4 15.4 21.7 27.5 26.9 26.1
Unit value (SI$/mt) 170 182 415 170 297 301

Logs
Value (SI$'000) 2,836 3,801 4,267 3,026 7,725 7,131
Volume ('000 cu m) 225 242 221 216 238 246
Unit value (SI$/cu m) 12.6 15.7 19.3 14.0 32.4 28.9

Fresh and Frozen Fish
Value (SI$'000) - 1,539 2,834 1,271 6,375 5,311
Volume ('000 mt) - 5.4 8.4 3.6 9.8 10.3
Unit value (SI$/mt) - 283 336 348 652 514

Canned Fish
Value (SI$'000) - - 767 1,188 1,520 1,522
Volume ('000 mt) - - 829 891 671 666
Unit value (SI$/mt) - - 925 1,334 2,267 2,285

Palm Oil
Value (SI$'000) - - - - 2,895 4,653
Volume ('000 mt) - - - - 6.2 10.3
Unit value (SI$/mt) - - - - 463 450

Source: Statistical Appendix, Table 3.3.

and assistance by the UK for the country's current budget, and amounted to
SI$1.8 million and SI$2 million respectively in 1978. As explained in
Chapter 6, the budgetary grants are to be phased out by 1981.

7.06 Because net inflows of medium and long-term public and private
capital have increased along with current account deficits and have
generally been more than sufficient to offset these deficits, the balance of
payments has recorded an overall surplus in all recent years except 1975.
Until very recently, the UK development aid, mostly in the form of grants,
was virtually the only source of external capital assistance. Reflecting
mainly increased UK assistance, receipts of official aid have more than
tripled over the last five years, rising from SI$3.6 million in 1973 to an
estimated SI$12.6 million in 1978./I Of this latter amount, the UK

/1 Excluding a Stabex grant extended by EEC in respect of the reduced
export receipts from copra in 1975.
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accounted for SI$10.6 million. The UK is committed to provide development aid
(grants) of E 26 million for the Four-year period 1978-81 as part of the
independence settlement and will remain the major source of external aid for
some years. While UK assistance is expected to continue in the form of grants
in subsequent years, and new sources of financial aid are likely to become
increasingly important, there will be greater uncertainty about the probable
level of assistance in the 1980s than in the past.

7.07 Concessional funds from both multilateral and bilateral sources
have already begun to supplement UK assistance. By the end of 1978, the
ADB had committed over US$9 million in soft loans for cattle development,
port improvement and fisheries. It is also expected to provide a loan for
increasing the resources of the Development Bank of the Solomon Islands.
ADB finance may also be forthcoming for the Lungga hydropower project (see
para. 4.34), for which the Government is seeking supplemental finance from
the Commonwealth Development Corporation and the OPEC Special Fund. The
European Development Fund has committed loans/grants amounting to about SI$9
million for 1976-81. The OPEC Special Fund is expected to provide US$1
million for rural road construction and maintenance in the current year
while the UNDP has programmed technical assistance of US$3 million for
1977-81. The Solomon Islands has also benefited from the IMF's compensatory
financing facility, assistance from which has been received in respect of
slowing of export growth in 1978.

7.08 The present indications are that Australia and Japan are likely to
be the major new sources of bilateral grants, although New Zealand is also
expected to provide continuing support at a more modest level. Australia's
present assistance is the result of a 1976 commitment of A$6.55 million
(including grants in kind) for July 1976-June 1979. While Japan's commit-
ment has so far been limited to Y 500 million (about SI$2.2 million),
further assistance is under consideration. In 1978, New Zealand committed
SI$1.5 million (including grants in kind) for April 1978-March 1981.

7.09 Given the paucity of the country's skilled manpower and domestic
savings in relation to its natural resources, foreign investment has an
important role to play in the development of the Solomon Islands. Private
foreign investment has fluctuated with the initiation and completion of
major foreign investment projects. Net direct investment rose from SI$1
million in 1970 to SI$6 million in 1975, stabilizing at SI$4-5 million in
recent years. Between 1974-78, net direct foreign investment accounted for
over one-third of the net inflow of medium and long-term capital. Britain,
Japan and the US are the main sources of private investment.

7.10 With the UK providing all development aid in the form of grants,
the country's external public debt and debt servicing are negligible. At
the end of 1978, disbursed and outstanding public debt amounted to only SI$1
million, and debt servicing payments in respect of this debt were SI$14,000,
or only 0.04% of exports of goods and services. The future investment rates
needed to achieve an acceptable improvement in the living standards of a
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fast-growing population as well as a growing use of loans from multilateral
institutions will tend to raise future debt servicing obligations. In view of
this, and the low per capita income of the indigenous population, the
country's narrow revenue base and its vulnerability to movements in world
prices of primary commodities, it is desirable that virtually all of the
Solomon Islands' external public capital requirements should continue to be
met through grants and loans on concessional terms.

7.11 Until recently, with the Australian dollar circulating as the
domestic currency, the country held no official international reserves. But
with the establishment of the Solomon Islands Monetary Authority and the
introduction of the Solomon Islands dollar in 1976, the replacement of the
Australian dollar by the Solomon Islands dollar as the country's sole legal
tender (effected largely during the official conversion period which began
in 1977 and ended in September 1978) and the commercial banks' transfer of
their substantial foreign exchange holdings to the Monetary Authority,
official foreign exchange reserves have been established. These amounted to
US$28 million at the end of 1978, and were equivalent to about seven months
of imports during that year.

7.12 The existence of a monetary authority with central banking functions
and the issue of its own currency have made it possible for the country to
pursue independent monetary and exchange rate policies. Previously, monetary
policy depended on the autonomous response of commercial banks to movements in
the balance of payments; lack of power over the banking system precluded a
discretionary monetary policy. Because of the importance of foreign trade in
the economy, control over the exchange rate is of great potential importance.
The Solomon Islands dollar was pegged to the Australian dollar at the rate of
SI$1 = A$1 up to May 18, 1979, when the rate was changed to SI$1 = A$1.05.
More recently, to allow for the diversity of the country's trading relation-
ships, the Solomon Islands dollar has been pegged to a weighted basket of the
currencies of four major trading partners.

Development Prospects: A Summary

7.13 The recent growth and diversification of exports have created
favorable circumstances for sustained economic progress over the next plan
period. The likely trends in export earnings and flow of external capital
suggest that the prospects for a satisfactory rate of growth, but at a
somewhat lower rate than the 7.4% achieved in recent years, are reasonably
good. However, a caveat must be added: because of its dependence on a
limited number of commodities, the economy will continue to be vulnerable to
movements in commodity prices.

7.14 The present expansion plans of joint venture enterprises should
result in substantial increases in the export volumes of major commodities,
especially those of palm oil, fish and rice. Palm oil production will
double as the present project reaches full development. The expansion of the
main, and of the recently established second fishing company, is expected to
result in at least a 50% increase in the tuna catch. Rice output is
expected to double and there will be a substantial surplus for export,
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although the precise quantities available will depend on the growth of
domestic consumption. While the Government's target of raising timber
production by over 50% is unlikely to be reached during the next plan period
owing to the slow progress in replanting, production is likely to increase by
at least 20% if, as expected, the dispute over customary forest land in New
Georgia is resolved soon. Copra production is also expected to increase
significantly as a result of the new plantings and replantings undertaken in
the early 1970s.

7.15 The price prospects for the country's exports, as projected by the
Bank, are mixed. Prices for palm oil and copra are expected to be below
their 1977-78 levels in terms of 1978 constant dollars, while those for
timber and rice are expected to strengthen. The price of tuna fish will
probably rise somewhat faster than the rate of international inflation.
Overall, export prices are expected to keep up with import prices. Thus,
the Solomon Islands' export proceeds should show satisfactory growth if the
assumptions concerning export volumes are borne out.

7.16 While net inflows of medium- and long-term public and private
capital cannot be expected to increase as rapidly as in the 1970s, since these
years include commencement of major agricultural projects and the UJK's aid
commitment for 1978-81, a steady increase in these flows of capital seems
highly probable. There is some uncertainty about the level of assistance that
may be expected from the United Kingdom after 1981, but the progress already
made in diversifying aid sources and the commitments received from both
bilateral and multilateral agencies are encouraging. The future flow of
private foreign investment cannot be predicted with confidence; it can,
however, reasonably be expected to continue at about the present level, given
that most joint ventures will be expanding their operations.

7.17 This scenario implies that external financing is unlikely to
constitute a binding constraint to a reasonable pace of development over the
next plan period. The present indications are that the country's adminis-
trative capacity to formulate and implement imaginative projects and programs
will continue to be a more serious limitation on development than the avail-
ability of external finance. Somewhat paradoxically, the kind of growth that
will bring sizable benefits for the Solomon Islanders will also place greater
demands on the scarce manpower resources than the enclave development of the
past. In view of this, all possible measures for strengthening the country's
implementation capacity should be carefully explored in the context of the
next plan. The importance of human resource development cannot be stressed
too strongly in this connection.

7.18 The country's low population density, the small fraction of land
currently under cultivation, sufficient rainfall, generally fertile soils
and relatively abundant fisheries resources suggest substantial long-term
potential for growth based on a further development of agriculture, forestry
and fisheries. At the same time, mining developments, if they materialize,
could dramatically transform the country's resource base. Nonetheless, a
strong commitment to reducing the rate of population growth is essential to
safeguard the country's standard of living in the long term.
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STATISTICAL APPENDIX

Table No. Title

Population and Employment

1.1 Total Population by Ethnic Origin, 1931-76
1.2 Population, Area and Density, February 1970-78
1.3 Population by Age and Sex, 1970-78
1.4 Employment by Sector, 1971-77
1.5 Employment by Type of Employer and Province, Mid-1978
1.6 Foreigners by Occupations, 1976
1.7 Composition of Established Posts in the Public Service, 1970-78

National Income

2.1 Gross Domestic Product at Current Prices, 1970-78
2.2 Resource Availability and Use, 1970-77
2.3 Estimated Gross Fixed Capital Formation, 1970-77

Balance of Payments and External Trade

3.1 Balance of Payments, 1970-78
3.2 Merchandise Export Earnings, 1970-78
3.3 Principal Merchandise Exports, 1970-78
3.4 Destination of Merchandise Exports, 1970-78
3.5 Merchandise Imports, 1970-78
3.6 Selected Merchandise Imports, 1970-78
3.7 Origin of Merchandise Imports, 1970-78

External and Domestic Debt

4.1 External and Domestic Public Debt, 1974-79

Public Finance

5.1 Central Government Budgetary Accounts, 1970-79
5.2 Adjusted Budgetary Accounts of the Central Government, 1970-79
5.3 External Grant and Loan Receipts, 1970-79
5.4 Domestic Revenue of the Central Government, 1970-79
5.5 Import Duty Collections by Commodity, 1978
5.6 Income Tax Payable by a Single Person and a Married Person with

Four Children
5.7 Distribution of Budgetary Expenditure by Purpose, 1975-79
5.8 Local Councils - Actual Cash Expenditure, 1977
5.9 Local Councils - Actual Cash Revenue, 1977
5.10 Provincial Assemblies - Cash Revenue and Expenditure

Estimates, 1979
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Table No. Title

Financial Institutions

6.1 Assets and Liabilities of the Solomon Islands Monetary Authority,
December 1977-December 1978

6.2 Assets and Liabilities of Trading and Savings Banks, 1977-78
6.3 Distribution of Trading and Savings Banks' Advances, 1977-78
6.4 Assets and Liabilities of the Development Bank of Solomon

Islands, 1974-78
6.5 Distribution of Loans by the Development Bank of Solomon Islands,

December 31, 1978
6.6 Assets and Liabilities of the National Provident Fund, 1977-78
6.7 Equity Investments of the Government Shareholding Agency,

December 31, 1978
6.8 Interest Rate Structure as of February 28, 1979

Prices

7.1 Retail Price Index, 1970-77
7.2 New Retail Price Index, 1978

Agriculture

8.1 Land Tenure by Province, 1978
8.2 Copra Production by Province, Producer and Grade, 1970-78
8.3 Copra Prices - Domestic Buying Prices and Average London

Market (c.i.f.) Prices, 1971-78
8.4 Palm Oil Production, 1965-77
8.5 Fish Catch and Utilization, 1970-78
8.6 Forestry - Log Production and Utilization, 1970-78
8.7 Rice Cultivation and Production, 1970-77
8.8 Rice Mill Production, 1970-77
8.9 Distribution of Cattle by Province, 1974-77
8.10 Cocoa Beans Production by Province and Producer, 1970-78

Education

9.1 Primary School Enrollments, 1970-78
9.2 Primary Schools by Administering Agency, 1970-78
9.3 Distribution of Primary Education Facilities, 1976
9.4 Primary Pupil/Teacher Ratio, 1970-77
9.5 Primary Teachers by Training, 1975-78
9.6 Teachers College: Intake of Primary Teacher Trainees, 1970-79
9.7 Enrollments at National Secondary Schools, 1970-78
9.8 Enrollments at Honiara Technical Institute, 1974-78
9.9 Overseas Graduates Returning to Solomon Islands, 1970-78
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Table No. Title

Other

10.1 Tourism: Visitors and Cruise Ship Arrivals, 1970-77
10.2 Tourist Arrivals by Country of Residence, 1970-77
10.3 Distribution of Health Facilities, 1978
10.4 Distribution of Medical Staff, 1978
10.5 Electricity Consumption, 1970-77
10.6 Assets and Liabilities of Primary Cooperative Societies,

December 31, 1977
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Table 1.1: TOTAL POPULATION BY ETHNIC ORIGIN, 1931-76

Ethnic group 1931 1959 1970 1976

Melanesian 89,568 117,620 149,667 183,665

Polynesian 3,847 4,625 6,399 7,821

Micronesian - 459 2,362 2,753

European 478 781 1,280 1,359

Chinese 164 366 577 452

Other 9 225 713 773

Total 94,066 124,076 160,998 196,823

Sources: Report On the Census of Population, 1970; and Statistical
Bulletin, July 1978.
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Table 1.2: POPULATION, AREA AND DENSITY, FEBRUARY 1970-78

Population Land area Density
% of 1978

Islands by province 1970 1976 1978 Sq km total (per sq km)

Western
Shortland Islands 1,950 2,101
Vella Lavella 9,227 11,407
Choiseul 8,017 10,349
Roviana 8,499 10,911
Marovo 4,538 5,561

Subtotal 32,231 40,329 43,329 8,573 30.1 5.1

Santa Isabel 8,653 10,420 11,265 4,014 14.1 2.8

Central Islands
Rennell/Bellona 1,504 1,893
Russell Islands 2,715 3,070
Savo 1,352 1,569
Ngela 5,351 7,044

Subtotal 10,922 13,576 14,597 1,722 4.7 8.5

Guadalcanal 23,996 31,677 34,260 5,625 19.7 6.1

Honiara 11,191 14,942 16,125 21 0.1 767.9

Malaita 51,722 60,043 65,222 4,543 15.9 14.4

Makira/Ulawa
Makira 10,921 13,034
Ulawa 1,469 1.857

Subtotal 12,390 14,891 16,150 3,561 12.5 4.5

Eastern Islands
Reef Islands 4,053 4,255
Santa Cruz 3,433 4,854
Utupua 232 300
Vanikolo 163 267
Tikopia 1,040 1,115
Anuka 157 154

Subtotal 9,078 10,945 11,920 837 2.9 14.2

Total 160,183 /a 196,823 212,868 28.896 100.0 7.4

/a Excluding on ships.

Sources: Report On the Census of Population, 1970; Population Census 1976.
Preliminary Results, March 1976; Statistical Bulletin, July 1978;
and Statistics Office, Ministry of Finance.



Table 1.3: POPULATION BY AGE AND SEX, 1970-78

Age 1970 1976 1978
group Male Female Total Male Female Total Male Female Total

0-4 13,824 12,876 26,700 20,772 19,243 40,015 22,348 20,501 42,849

5-9 12,420 11,722 24,142 15,887 14,666 30,553 17,703 16,474 34,077

10-14 11,413 9,506 20,919 12,281 11,329 23,610 13,608 12,555 26,163

15-19 8,514 7,583 16,097 10,039 9,266 19,305 10,801 9,969 20,770

20-24 6,165 6,130 12,295 7,153 7,505 14,658 8,284 8,114 16,398

25-29 6,135 6,158 12,293 6,673 6,859 13,532 6,723 6,975 13,698

30-34 5,082 4,597 9,679 5,863 5,526 11,389 6,082 5,991 12,073

35-39 4,732 4,366 9,098 5,046 4,574 9,620 5,289 4,890 10,179

40-44 3,641 3,223 6,864 4,006 3,621 7,627 4,379 3,962 8,341

45-49 3,212 2,873 6,085 3,714 3,263 6,977 3,751 3,344 7,095

50-54 2,582 2,001 4,583 2,649 2,236 4,885 3,066 2,645 5,711

55-59 2,031 1,580 3,611 2,571 2,152 4,723 2,543 2,135 4,678

60 and
over 5,398 3,200 8,598 6,002 3,601 9,603 6,573 4,263 10,836

Not
stated 30 4 34 152 174 326 - -

All
ages 85,179 75,819 160,998 102,808 94,015 196,823 111,150 101,718 212,868

Sources: Report On the Census of Population, 1970; Population Census, 1976, Preliminary Results, March 1976; and
Statistics Office, Ministry of Finance.



Table 1.4: EMPLOYMENT BY SECTOR, 1971-77

1971 /a 1972 /a 1973 -Ia 1974 /a 1976 /b 1977 /a
No. 2 No. x No. x No. % No. x No.

Agriculture 2,379 16.8 2,313 16.0 2,041 14.7 2,742 19.3 2,900 17.7 2,950 17.6

Forestry 1,214 8.6 1,048 7.3 882 6.4 854 6.0 1,015 6.2 1,020 6.1

Fishing 30 0.2 216 1.4 194 1.4 492 3.5 625 3.8 710 4.2

Subtotal 3.623 25.6 3.577 24.7 3.117 22.5 4,088 28.8 4.540 27.7 4.680 27.9

Construction 1,582 11.2 1,837 12.7 1,620 11.7 985 6.9 1,450 8.8 1,460 8.7

Mining 4 - 175 1.2 103 0.7 4 - 40 0.2 40 0.2

Manufacturing 658 4.7 836 5.8 934 6.7 1,080 7.6 1,380 8.4 1,430 8.5

Utilities 171 1.2 185 1.3 132 1.0 121 0.9 170 1.0 180 1.1

Commerce 1,023 7.2 1,361 9.4 1,358 9.8 1,343 9.5 1,740 10.6 1,800 10.7

Transport and communications 1,142 8.1 972 6.7 1,132 8.2 1,143 8.1 1,350 8.2 1,400 8.3

Financial services 174 1.2 81 0.6 119 0.9 171 1.2 130 0.8 130 0.8

Public administration 929 6.6 1,017 7.0 1,052 7.6 1,190 8.4 1,710 10.4 1,780 10.6

Social services 2,426 17.2 2,800 19.4 2,816 20.3 2,928 20.6 3,000 18.3 3,020 18.0

Domestic and other services 2,412 17.0 1,616 11.2 1,484 10.6 1,131 8.0 900 5.6 880 5.2

Total 14.144 100.0 14.454 100.0 13.867 100.0 14.184 100.0 16.410 100.0 16.800 100.0

/a June.
/b February.

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of Finance.
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Table 1.5: EMPLOYMENT BY TYPE OF EMPLOYER AND PROVINCE, MID-1978

Non-
Govern- profit Cooper- Statutory Private

Province ment /a bodies /b atives authorities business Total

Honiara 2,625 254 92 550 2,476 5,997

Guadalcanal 493 289 84 26 1,811 2,703

Western 1,118 295 106 12 1,696 3,227

Malaita 858 238 143 11 126 1,376

Central
Islands 395 80 17 6 1,567 2,065

Makira/Ulawa 303 27 44 8 125 507

Santa Isabel 218 30 44 - 253 545

Eastern
Islands 254 10 32 5 269 570

Total 6,264 1,223 562 618 8,323 16,990

/a Includes both central and local government employees.

/b Mainly made up of church employees.

Source: Employment: Quarterly Survey, November 1978.
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Table 1.6: FOREIGNERS BY OCCUPATIONS, 1976 /a

Solomon Foreigners as
Islanders Foreigners % of total

Professional and technical 2,782 494 15.1
Administrative and managerial 136 161 54.2
Clerical 1,669 112 6.3
Sales 738 147 16.6
Service 1,546 26 1.7
Agriculture, forestry and fisheries 8,431 109 1.3
Production and related 6,067 156 2.5
Not stated 85 - -

Total 21,454 1,205 5.3

/a Including self-employed.

Source: Population Census, 1976, Preliminary Results.
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Table 1.7: COMPOSITION OF ESTABLISHED POSTS IN THE PUBLIC SERVICE,
1970-78 /a

Held by Held by
Solomon Islanders expatriates Vacant Total

1970 1,660 359 288 2,307

1971 1,726 396 289 2,411

1972 1,602 382 292 2,276

1973 1,647 381 243 2,271

1974 1,621 335 231 2,187

1975 1,611 308 202 2,121

1976 1,569 326 208 2,103

1977 1,962 277 120 2,359

1978 1,906 228 313 2,447

/a Excludes technical assistance and teachers.

Source: Statistical Bulletin, July 1978.
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Table 2.1: GROSS DOMESTIC PRODUCT AT CURRENT PRICES, 1970-78
(SI$'000)

1970 1971 1972 1973 1974 1975 1976 1977 1978
estimates

Monetary Sector

1. Wages and salaries
Expatriates 3,353 3,309 3,144 3,290 4,592 4,813 5,623 6,000 6,900
Others 4,572 5,077 5,436 5,746 6,541 8,054 10,906 11,700 13,450

Total 7.925 8.386 8,580 9,036 11,133 12,867 16,529 17,700 20,350

2. Operating surplus

Business (926) (944) (883) (2,524) (6,611) (3,209) (5,212) (7,696) (9,500)
Companies 534 1,000 910 2,000 4,065 4,000 4,500 5,000
Cooperatives 49 45 34 116 298 253 292 440
Public enterprises 343 -101 -61 408 2,248 -1,044 420 2,256

Government (171) (187) (175) (146) (152) (133) (547) (746) (773)
Rents 126 142 110 124 125 118 525 731 749
Timber royalty 45 45 65 22 27 15 22 15 24

Households (1,348) (1,347) (755) (1,108) (3,955) (1,516) (1,380) (2,970) (3,266)
Copra 1,219 1,228 629 875 3,768 1,258 1,089 2,428
Cocoa 45 45 33 51 23 30 51 122
Marine shells 77 61 73 91 62 122 152 134
Gold 7 13 20 61 72 76 58 56
Other - - - 30 30 30 30 30

Total 2,455 2,478 1,813 3.778 10,718 4,858 7.139 11,212 13,539

Incomes (monetary) at
factor cost (1+2) 10,370 10,864 10,393 12,814 21,851 17,725 23,668 28,912 33,889

3. Depreciation 2,773 2,948 3,275 3,228 3,846 4,681 5,229 6,160 7,500

GDP (monetary) at
factor cost (1+2+3) 13,143 13,812 13,668 16,042 25,697 22,406 28,897 35,072 41,389

4. Indirect taxes less
subsidies 2,168 2,381 2,136 2,378 4,121 3,430 4,000 5,408 5,600

GDP (monetary) at market
prices (1+2+3+4) 15,311 16,193 15,804 18,420 29,818 25,836 32,897 40,480 46,989

Non-Monetary Sector

5. Gross subsistence product 13,246 14,335 15,845 17,210 21,100 23,625 26,078 29,050 33,225

Monetary and Non-Monetary Sectors

GDP at factor cost
(1+2+3+5) 26,389 28,147 29,513 33,252 46,797 46,031 54,975 64,122 74,614

GDP at market prices (1 to 5) 28,557 30,528 31,649 35,630 50,918 49,461 58,975 69,530 80,214

Source: Statistics Office, Ministry of Finance.
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Table 2.2: RESOURCE AVAILABILITY AND USE, 1970-77

(SI$ million)

1970 1971 1972 1973 1974 1975 1976 1977

1. GDP at Market Prices 28.6 30.5 31.6 35.6 50.9 49.5 59.0 69.5

2. Imports of goods and nonfactor

services 11.0 12.7 13.9 13.9 21.6 27.7 28.5 34.7

3. Exports of goods and nonfactor

services 7.3 9.3 9.4 10.4 19.1 13.2 21.3 31.0

4. Resource Gap (2 - 3) 3.7 3.4 4.5 3.5 2.5 14.5 7.2 3.7

5. Resource Availability (1 + 4) 32.3 33.9 36.1 39.1 53.4 64.0 66.2 73.2

6. Resource Use

a. Consumption 27.4 28.6 30.0 35.2 48.8 55.4 57.3 63.6

b. Investment 4.9 5.3 6.1 3.9 4.6 8.6 8.9 9.6

7. Domestic Savings (6b - 4) 1.2 1.9 1.6 0.4 2.1 -5.9 1.7 5.9

Memorandum items:

Resource gap as % of GDP 12.9 11.1 14.2 9.8 4.9 29.3 12.2 5.3

Investment as % of GDP 17.1 17.4 19.3 11.0 9.0 17.4 15.1 13.8

Gross domestic savings as % of

GDP 4.2 6.2 5.1 1.1 4.1 -11.9 2.9 8.5

Sources: Tables 2.1, 2.3 and 3.1.
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Table 2.3: ESTIMATED GROSS FIXED CAPITAL FORMATION, 1970-77
(SI$ million)

Plant,
machinery and Construction Total

Year equipment /a Building Works Total

1970 2.75 1.41 0.69 2.10 4.85

1971 3.04 1.50 0.78 2.28 5.32

1972 3.07 1.50 1.52 3.02 6.09

1973 2.18 0.91 0.84 1.75 3.93

1974 3.16 0.89 0.55 1.44 4.60

1975 6.64 1.50 0.47 1.97 8.61

1976 5.81 2.59 0.57 3.16 8.97

1977 7.30 1.61 0.70 2.31 9.61

/a Freight added to f.o.b. import values as follows: 1970-71, 10%; 1972-73,
15%; and 1974-77, 20%.

Source: Statistics Office, Ministry of Finance.



Table 3.1: WA1.ANCE OF PA)MFNTS, 197t-78
(SI$ million)

1970 1971 1972 1973 1974 1975 1976 1977 1978
provlsional

fxports of goods and nonfactor services 7.3 9.3 9.4 10.4 19.1 13.2 21.3 31.0 32.7
Merchandise (7.1) (9.1) (9.1) (9-6) (18.3) (11.8) (19.9) (29.6) (31.1)
Travel (0.2) (0.2) (0.3) (0.8) .(0.8) (1.4) (1.4) (1.4) (1.6)

Imports of goods and nonfactor services -11.0 -12.7 -13.9 -13.9 -21.6 -27.7 -28.5 -34.7 -40.6
Merchandise (-10.0) (-11.5) (-12.1) (-11.3) (-16.4) (-21.8) (-21.1) (-25.8) (-31.0)
Freight (-1.0) (-1.2) (-1.8) (-1.7) (-3.3) (-4.4) (-4.2) (-5.2) (-6.2)
Payments for Taiyo charter fleet (v( (-0.9) (-1.9) (-1.5) (-3.2) (-3.7) (-3.4)

Goods and nonfactor services balance -3.7 -3.4 -4.5 -3.5 -2.5 -14.5 -7.2 -3.7 -7.9

Investment Income -0.1 -0.1 -0.2 -0.3 -0.5 -0.3 -0.5 -0.6 -0.8 I

Current transfers 3.2 2.8 2.9 3.4 3.3 2.8 2.3 3.3 3.8
Official (UK recurrent grant) (2.3) (1.8) (1.8) (1.6) (1.5) (1.4) (0.9) (1.8) (2.0)
Private (0.9) (1.0) (1.1) (1.8) itl8) (1-4) (1.4) (1.5) (1.8)

Current account balance -0.6 -0.7 -1.8 -0.4 0.3 -12.0 -5.4 -1.0 -4.9

Medium and long-term capital 3.2 2.9 6.0 4.6 5.6 10.7 11.4 11.5 16.6
Net direct investment (1.0) (1.0) (1.0) (1.0) (2.0) (6.0) (4.0) (4.8) (4.0)
Official grants (2.2) (1.9) (5.0) (3.6) (3.6) (4.7) (7.4) (6.5) (12.3)
Official loan receipts ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) (0.2) (0.3)

Official loan repayments (-) (-) (-) (.) ( ) (..) (..) (..) (.,

Short-term Capital /a 0.2 0.2 0.3 0.4 0.4 0.5 0.5 0.6 10.6

Overall Balance 2.8 2.4 4.5 4.5 /b 6.4 /b 0.8 6.5 11.1 22.3

Increase in Official Reserves - - - - - - - - 22.3

Surplus in overall balance ( - ) ( - ) ( - ) ( - ) ( - ) C _ ) ( - ) ( - ) (22.3)

Gains from excGiange rate movements -- . )

Official reserves at the end of year - - - - - - - 2.1 24.4
(US$ milliton) (-) ( ( ) ( )( )( )( )(3. 0) (28. I

/a large Inflows in 1978 reflect the conversion of Australtan dollars into SI dollars dlue to the offirtal termination of the converston perlod inX September.

/I Total may not equal the sum of componlents due to rounding.

Sourres: Statistirc Offtie. Minlstrv of Flnance; and the Solomon Islands tionetary Atithority.



Table 3.2: MERCHANDISE E0ORT FARNINGS, 1970-78

(5T$ '000)

1970 1971 1972 1973 1974 1975 1976 1977 1978

Copra 3,633 3,825 1,825 2,813 9,013 4,661 3,634 7,988 7,856

Logs 2,839 3,283 2,708 3,801 4,267 3,026 6,062 7,725 7,131

Cocoa beans 45 45 33 51 65 112 201 553 596

Rice 4 63 2 4 18 2 12 297 809

Marine shells /a 121 77 93 121 82 163 203 179 165

Sawn timber 2 - - 7 15 105 174 163 287

Veneer sheets - - - - - 11 22 15 57

Fish 1 1,243 3,629 1,612 3,735 2,788 7,432 8,363 7,627
Fresh and frozen ( - ) (1,238) (3,584) (1,539) (2,834) (1,271) (5,

9 6 5
) (6,375) (5,311)

Canned ( - ) ( - ) ( - ) ( - ) (767) (1,188) (1,195) (1,520) (1,522) 1
Smoked ( - ) ( - ) ( - ) ( ) (116) (319) (225) (388) (721) 0
Beche-de-mer (1) (5) (45) (73) (18) (10) (46) (80) (72)

Palm products - - - - - 1,213 3,176 5,074

Palm oil ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) (1,160) (2,895) (4,653)
Palm kernels ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) (53) (282) (421)

Gold 7 13 20 61 72 76 58 56 89

Manufactured tobacco 109 77 68 27 28 53 78 117 94

Bakery products 48 9 - 1 4 31 49 40 14

11andicrafts 3 5 15 36 33 45 47 48 87

Scrap metal 118 167 103 200 69 26 20 17 7

Other domestic products 27 40 54 93 285 183 38 65 119

Re-exports 170 228 585 726 564 540 708 808 1,136
Cars (12) (28) (50) (69) (102) (117) (81) (106) (87)
Other (158) (200) (535) (656) (462) (423) (627) (702) (1,049)

Total 7.126 9,075 9.135 9.553 18.253 11,822 19.952 29.614 31.146

/a Mainly raw material for buttons.

Source: Statistics Office, Ministry of Finance.



- 84 -

'lable 3.3: PRINCIPAL MERChAJDISE EXPORTS, 1970-78

1970 I'fl 1972 1973 1974 1975 1976 197' 1978

Copra
Value (SIS '000) 3,633 3,02t ,825 2,813 9,013 4,661 3,634 7,988 7,E56
Volume ('00C metric tons) 21.4 26.6 20.9 15.4 21.7 27.5 23.0 26.9 26.1
Unit va -le (OSI/mt) 170 144 87 182 415 170 158 297 301

L~s
Va, e (SIS '000) 2,836 3,283 2,708 3,801 4,267 3,026 6,062 7,725 7,.31
Vclume V'00 cubic meters) 225 258 237 242 221 216 241 238 2.6
bnit value (SI$icu m) 12.6 12.7 11.4 15.7 19.3 14.0 25.1 32.4 28.9

Cocoa beans
Value (SIS '000) 45 45 33 51 65 112 201 553 596
Volume (metric tons) 89 144 75 91 91 16C 125 164 240

UJnit value (SI$/kg) 0.51 0.31 0.44 0.56 0.72 0.70 1.61 3.37 2.4S

Rice
Value (SIS '000) 4 63 2 4 18 2 12 297 809
Volume (metric tons) 115 884 42 64 182 43 130 1,664 3,070
Unit value (SIS/mt) 37 71 36 56 101 56 96 179 263

Rlarine shells
Value (SI$ '000) 121 77 93 121 82 163 203 179 165
Volume (metric tons) 833 570 594 540 316 533 606 418 313
Unit value (SIS/mt) 145 135 157 224 261 306 335 429 528

Sawn timber
Value (SIS '000) 2 - - 7 15 105 174 163 287
Volume (c O,ic meters) 29 - _ 82 158 1,003 1,586 1.627 2,666
Unit value (SIS/ru m) 83 - - 83 96 104 110 1OO 108

Fresh and frozen fish
Value (SI0 '000) - 1,238 3.584 1,539 2,834 1,271 5,965 6,375 5,311
Volume ('000 metric tons) - 4.2 12.1 5.4 8.4 3.6 12.1 9.8 10.3
Unit value (SIS/mt) 297 295 283 336 348 493 652 514

Cln-- ! -tsh
Value (SLS '000) - - - - 767 1,188 1,195 1,520 1,522
Volume (metric tons) - - - - 829 891 672 671 666
Sait value (SIS/mc) - - - - 925 L,334 1,778 2,267 2.285

Smoked fish
Value (SI$ '000) - - - . 116 319 225 388 721
Volume (metric tons) - - - n.a. 69 162 140 106 223
Unit value (SI$/mt) - - - n.a. 1,685 1,967 1,609 3,663 3,235

Palm oil
Value (SIS '000) - - - - - 1,160 2,895 4,653

Volume ('000 metric tons) - - - - - - 3.5 6.2 10.3

Onit value (SI$/mc) - - _ - - 327 463 450

Palm kernels
Value (SIS '000) - - - - - 53 282 421

Volume (metric tons) - - - 250 1,300 2,050

Unit 'alue (SIS/Mr) - - - - - _ 210 217 205

tured tobacco

Vu1 v (SI$ '000) 109 77 68 27 28 53 78 117 94
Vvlo-- (metric t-ns) 50.4 34.4 31.6 12.4 13.0 18.5 19.6 28.2 18.0
inci value (SI$/kg) 2.2 2.2 2.2 2.2 2.2 2.9 4.0 4.2 5.2

Source Statistics Office, Ministry of Finance.



Table 3.4: DESTINATION OF MERCHANDISE EXPORTS, 1970-78
(SI$ '000)

1970 1971 1972 1973 1974 1975 1976 1977 1978

Ameriv;i', *noa - - 1,509 1,207 911 629 2,384 2,257 2,207

Australia 1,097 1,l33 567 679 619 515 553 564 961

EEC countries 1,430 2,179 852 1,420 5,952 4.826 5,273 8,611 11,426

Denmark ( - ) ( - ) (3) (412 (46) (956) (583) (1,169) ( -

Federal Republic of Germany (582) (650) (223) (685) (999) (840) (511) (920) (994)

France (12) (2) (8) (15) (25) (992) (117) (422) (485)

Netherlands (675) (1,076) (424) (28) (2,258) (736) (1,543) (1,680) (3,005)

United Kingdom (152) (445) (191) (273) (2,198) (1,300) (2,519) (4,342) (6,232)

Other (9) (6) (3) (7) (426) (2) ( - ) (78) (710) 1

Jn2an 3,708 5,157 5,400 5,106 5,091 3.412 6,797 7,367 7,395 en

New Zealand 43 106 89 125 98 157 144 395 292

Norway 724 - - 507 1,514 690 - 629 1,172

Papua New Guinea 58 69 268 197 98 56 127 520 372

Puerto Rico - - - - 1,221 - 2,482 1,672 326

Sweden 265 130 81 2,024 652 308 2,315 -

USA 10 24 33 22 276 278 24 1,519 1,479

qltjjfr 56 142 287 209 449 607 1,860 3,765 5,516

Total 7,126 9,075 9.135 9,553 18,253 1j 822 19,952 29,614 31,146

Source: Stat1imi.s Office, Ministry of Finance.
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Table 3.5: MERCHANDISE IMPORTS,/a 1970-78
(SI$'000)

1970 1971 1972 1973 1974 1975 1976 1977 1978

Food 2,080 2,187 2,466 2,371 3,537 3,151 3,488 4,076 5,048
of which:
Meat, poultry, meat preparations (473) (514) (477) (395) (528) (418) (546) (705) (1,041)
Rice (425) (355) (544) (422) (634) (769) (909) (981) (1,225)
Wheat and meslin flour (247) (196) (206) (299) (429) (388) (418) (499) (646)
Refined sugar (150) (165) (203) (253) (480) (417) (334) (386) (486)

Beverages and tobacco 639 707 681 669 792 838 1,003 1,220 1,466
of which:
Unmanufactured tobacco (204) (172) (174) (138) (171) (159) (116) (220) (237)
Beer (157) (182) (177) (168) (205) (253) (375) (423) (439)

Inedible crude materials 41 71 116 83 111 106 130 180 241

Mineral fuels, lubricants, etc. 562 708 835 939 1,615 2,158 2,700 3,542 3,547
of which:
Motor spirits (87) ~100) (93) (175) (226) (336) (350) (477) (603)
Kerosene (36) (39) (68) (69) (115) (57) (75) (55) (60)
Aviation kerosene (31) (26) (22) (66) (98) (76) (204) (99) (354)
Distilled fuels (249) (358) (445) (488) (874) (1,187) (1,781) (2,201) (1,940)

Animal and vegetable oils and fats 32 27 32 66 198 260 215 277 170

Chemicals 711 815 911 875 1,326 1,744 1,563 2,048 2,779
of which:

Household soap (71) (74) (77) (98) (141) (73) (133) (125) (126)
Toilet soap (37) (43) (38) (41) (76) (71) (111) (108) (91)
Detergent (36) (50) (49) (60) (82) (83) (117) (158) (153)

Manufactured goods 1,804 2,223 2,114 2,307 3,502 5,103 3,830 4,578 5,840
classified chiefly by materials
of which:
Woven cotton fabrics (179) (168) (151) (131) (343) (282) (232) (559) (624)
Cement (96) (107) (86) (138) (123) (255) (133) (102) (296)
Galvanized sheet (93) (89) (88) (92) (244) (154) (201) (213) (273)

Machinery S transportation equipment 3,079 3,544 3,518 2,631 3,675 6,468 6,243 7,002 8,564
of which:
Nonelectrical power

generating machinery (386) (828) (326) (286) (247) (558) (800) (977) (792)
Agricultural machinery (465) (150) (92) (112) (93) (135) (47) (9) (430)
Tractors (393) (209) (678) (328) (466) (384) (437) (357) (213)
Electrical power generators, etc. (38) (172) (58) (57) (167) (452) (129) (163) (268)
Passenger cars (177) (281) (218) (254) (393) (260) (334) (259) (523)
Lorries, trucks and vans (277) (201) (262) (40) (360) (380) (758) (853) (248)

Other manufactured goods 955 1,104 1,106 1,153 1,417 1,738 1,718 2,538 3,048

Other 119 132 274 163 193 205 198 292 282

Total 10,020 11.520 12,053 11,256 16,367 21.771 21,088 25,753 30.984

/a f.o.b.

Source: Statistics Office, Ministry of Finance.



- 87 -

Table 3.6: SELECTED MERCHANDISE IMPORTS, 1970-78

1970 1971 1972 1973 1974 1975 1976 1977 1978

Meat, Poultry, Meat PreDarations
Value (SI$'000) 473 514 477 395 528 418 546 705 1,041
Volume (Metric tons) 730 671 719 521 546 378 480 516 659

Milk and Cream
Value (SI$'000) 96 92 121 106 123 118 155 142 161
Volume (Metric tons) 170 145 167 208 141 110 152 129 141

Fish and Fish Preparations
Value (SI$'000) 112 161 147 152 297 148 151 223 225
Volume (Metric tons) 387 488 456 449 546 296 269 322 316

Rice
Value (SI$'000) 425 355 544 422 634 769 909 981 1,225
Volume (Metric tons) 2,624 2,028 3,116 1,984 1,982 2,893 3,126 3,215 3,096

Wheat and Meslin Flour
Value (SI$'000) 247 196 206 299 429 388 418 499 646
Volume (Metric tons) 2,802 1,942 2,143 2,188 2,283 2,116 2,172 2,800 3,334

Refined Sugar
Value (SI$'000) 150 165 203 253 480 417 334 386 486
Volume (Metric tons) 1,272 1,228 1,060 1,185 1,282 844 1,042 1,348 1,412

Unmanufactured Tobacco
Value (SI$'000) 204 172 174 138 171 159 116 200 237
Volume (Metric tons) 95 78 73 57 71 78 88 86 81

Beer
Value (SI$'000) 157 182 177 168 205 253 375 423 439
Volume ('000 liters) 741 775 854 841 1,028 1,071 1,167 1,329 1,357

Motor Spirit
Value (SI$'000) 87 100 93 175 226 336 350 477 603
Volume ('000 liters) 3,078 3,623 3,389 2,805 4,385 4,141 4,091 4,715 5,455

Kerosene
Value (SI$'000) 36 39 68 69 115 57 75 55 60
Volume ('000 liters) 1,324 1,314 1,826 1,127 1,986 641 565 376 401

Aviation Kerosene
Value (SI$'000) 31 26 22 66 98 76 204 99 354
Volume ('000 liters) 1,133 n.a. 843 3,818 2,650 1,380 2,951 1,245 4,494

Distillate Fuels
Value (SI$'000) 249 358 445 488 874 1,187 1,781 2,201 1,940
Volume (Million liters) 10.9 13.5 15.2 20.6 16.8 15.1 20.1 22.7 16.0

Woven Cotton Fabrics
Value (SI$'000) 179 168 151 131 343 282 232 559 624
Volume ('000 square meters) 889 696 753 491 1,541 1,391 568 1,165 1,268

Cement

Value (SI$'000) 96 107 86 138 123 255 133 102 296
Volume ('000 metric tons) 6.5 5.3 4.6 6.9 5.6 8.1 4.6 2.8 5.5

Source: Statistics Office, Ministry of Finance.



Table 3.7: ORIGIN OF MERCHANDISE IMPORTS, 1970-78
(SI$ 000)

1970 1971 1972 1973 1974 1975 1976 1977 1978

Australia 4,462 4,792 5,097 5,093 7,168 7,698 7,963 8,196 10,307
China 223 241 263 245 512 518 506 730 994
EEC countries 1,869 2,374 2,103 1,769 1,929 4,308 2,871 4,372 5,253
Belgium (40) (19) (18) (52) (90) (201) (150) (88) (439)
Fed. Rep. of Germany (108) (114) (207) (132) (332) (745) (435) (472) (1,261)
France (38) (70) (37) (45) (114) (152) (130) (171) (276)
Netherlands (40) (22) (28) (46) (88) (40) (25) (67) (17)
United Kingdom (1,585) (2,115) (1,772) (1,441) (1,255) (3,104) (2,002) (3,494) (3,176)
Other (58) (34) (41) (53) (50) (66) (129) (80) (84)

Hong Kong 402 373 371 330 655 497 596 870 1,306 1
Japan 709 1,254 1,544 1,344 2,116 2,910 2,735 3,203 4,013 X
Malaysia 8 25 32 24 35 719 71 74 81
New Zealand 305 429 474 432 660 555 1,078 1,245 1,946
Papua New Guinea 56 127 267 222 592 651 899 686 1,112
Singapore 298 302 526 782 1,318 2,074 2,365 3,628 3,121
USA 967 795 740 445 506 892 1,054 1,388 1,342
Western Europe, n.e.i. } 563 38 36 35 45 96 73 58 86
Other } 638 445 373 638 649 679 1,012 1,143

Subtotal 9,902 11,388 11,898 11,094 16,174 21,567 20,890 25,462 30,704

Parcel post 118 132 155 162 193 204 198 291 280

Total 10,020 11,520 12,053 11,256 16,367 21,771 21,088 25,753 30,984

Source: Statistics Office, Ministry of Finance.
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Table 4.1: EXTERNAL AND DOMESTIC PUBLIC DEBT, 1974-79 /a
(SI$'000)

1974 1975 1976 1977 1978 1979
provi- estimate
sional

External Debt

UK development aid
project loans 538.0 526.4 516.7 384.2 376.0 364.6
of which:

debt not subject to
repayment obligation (235.0) (235.0) (235.0) (137.8)

ADB project loans - - - 199.7 650.0 1,650.0

EDF - - - - - 1.0

OPEC special fund - - - - - 900.0

Total 538.0 526.4 516.7 584.0 1,026.0 2,915.6

Domestic Debt

Commercial bank loans
for telephone system 106.4 94.1 81.3 68.0 55.7 44.8

1963 (9.6) (7.1) (4.4) (1.5) ( - ) ( - )

1964 (15.5) (13.5) (11.3) (9.0) (6.7) (4-4)

1967 (81.2) (73.5) (65.6) (57.5) (49.0) (40.4)

SI Government bonds - - - - }
} 2,000.0

Term loans - _ _ _

Total 106.4 94.1 81.3 68.0 55.7 2,044.8

/a Disbursed and outstanding at end of the year.

Sources: Annual Accounts, 1975, 1976 and 1977; unpublished accounts for 1978;
and 1979 budget documents.



Table 5.1: CENTRAL GOVERNMENT BUMGETARY ACCOUNTS, 1970-79/a
(SI$ '000)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
prelim- budget
inary estimate

1. Recurrent budget revenue 6,883 7,264 7,377 7,383 9,761 9,170 10,231 13,935 16,846 20,535
Domestic 4,568 5,419 5,528 5,810 8,216 7,782 9,314 12,094 14,874 19,255
UK recurrent grants 2,315 1,845 1,849 1,573 1,545 1,388 917 1,841 1,972 1,280

2. Recurrent budget expenditure 6,873 7,364 7,210 7,277 9,054 9,302 10,698 14,097 16,906 20,535
of which:

transfer to special development funds (-) (-) (104) (14) (2) (3) (17) (412) (195) (368)

3. Recurrent budget surplus (I - 2) 10 -100 167 106 707 -132 -467 -162 -60 -

4. Development budget receipts 2.434 2,066 5.199 3.649 3,815 4.860 7,526 7,313 12.332 32,468
Bilateral foreign grants 2,187 1,903 4,967 3,574 3,645 4,710 7,333 6,452 10,736 24, 793
Multilateral foreign grants - - - - - 9 88 85 923 1,437
External loans - - - - - - - 184 328 4,220
Domestic loans - - - - - - - - - 2,000
Miscellaneous receipts 247 163 232 75 170 141 105 592 345 18

5. Development budget expenditure 2,418 2,608 4,780 3,865 3,842 4,781 7,039 7,690 11,722 31,435

6. Development budget surplus (4 - 5) 16 -542 419 -216 -27 80 488 -378 611 1,033

7. Net surplus of total budget (3 + 6) 26 -642 586 -110 680 -52 21 -540 551 1,033

/a Accounts as shown in budget documents. Table 5.2 shows adjusted accounts.

Sources: Statistical Bulletin, July 1978; Annual Accounts, 1975, 1976, and 1977; 1979 Recurrent Estimates and Estab-
lishment Register (Draft); 1979 Development Estimates and Special Funds Estimates (Draft); and unpublished
accounting records kept by the Ministry of Finance.



Table 5.2: A0P9'qTrD 8131CFTARY ACCOUlNTS OF THE CENTRAL, MvFRNMENT, 1970-79
(SIS '000)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
prellm- budget
Inary estimate

Recurrent budget expenditure 6,864 7,354 7,095 7,240 9,030 9,275 10,658 13,661 16,687 20,145
Recurrent budget domestic revenuse 4,568 5,419 5,528 5,R02 8,208 7,763 9,295 12,027 14,73S 19,079
Recurrent deficit 2,296 1,935 1,567 1,438 822 1,512 1,363 1,634 1,952 1,066
Development expenditure and net lending 2,418 2,608 4,780 3,857 3,834 44,762 7,020 7,624 11,583 31,29Q
Overall deficit 4,714 4,543 6,347 5,295 4,656 6,274 8,383 9,258 13,535 32,325
Financing
UK recurrent grants 2,315 1,845 1,849 1,573 1,545 1,388 917 1,841 1,972 1,28n
Other bilateral foreign grants (mainly from UK) 2,1R7 1,903 4,967 3,574 3,645 4,710 7,333 6,452 10,736 24,793
Multilateral foreign grants - - - - - 9 88 85 923 1,437

Net external loans - - - -11 -11 -12 -10 173 317 4,209

Receipts (-) (-) (-) C-) C-) (-) -() (184) (328) (4,220)

Amortization (-II- - tl) (1) (-12) (-10) (-II) (-II) (-II)

Net domestic loans -q -10 -11 -11 -12 -12 -13 -13 -12 1,989
Receipts (-) (-) (-) (-) (-) - (-) (-) (-) (2,000)

Amortization (-9) (-I() (-II) (-II) (-12) (-12) (-13) (-13) (-12) (-11)
Drawings on cash reserves and special funds 221 805 -458 170 -511 191 68 720 -401 -1,383

Memorandum: Adjustments

Recurrent budget expenditure 0

Recurrent budget expenditure 6,873 7,364 7,210 7,277 9,054 9,302 10,698 14,097 16,906 20,535
Less: transfer to special development funds - - -104 -14 -2 -3 -17 -412 -195 -368
Less: domestic loan amortization -Q -10 -11 -11 -12 -12 -13 -13 -12 -11
Less: external loan amortization - - - -11 -11 -12 -10 -11 -11 -11

6,864 7,354 7,095 7,240 9,030 9,275 10.658 13,661 16,687 20,145

Recurrent budget domestic revenue
Recurrent domestic revenue 4,568 5,419 5,529 5,810 8,216 7,782 9,314 12,n04 14,874 19,255
Less: loan repayment receipts - - - -8 -8 -19 -19 -66 -119 -176

4,568 5,419 S,528 5,092 8,208 7,763 9.295 12,027 14,735 19 n79

Development expenditure and net lending
Development budget expenditure 2,41P 2,608 4,780 3,R65 3,842 4,781 7,039 7,69Q 11,72? 31,43S
Less: loan repayment receipts - - - -8 -8 -19 -19 -66 -13Q -176

2,418 2,60P 4,7R0 3,857 3,834 4.762 7.020 7,624 11,583 31,259

Sources: Statistical Bulletin, Julv 1978; Annual Accounts, 1975, 1976 and 1Q77; 1Q79 Recurrent Ectimates and EstAblishment Register
(Dlraft); 1079 Development Fstimates and Special Funds Estimates (Draft); and tinpu1chIaed nrcnount1np records kept hv the
Ministry of Finance.



Tahle 5.3: EXTERNAL GRANT ANI) LOAN RECEIPTS, 1970-79
(SIS'000)

1070 1971 1972 1973 1974 1975 1976 1977 197f 1979

provi- budRet
stonal estimate

Grants

8ilateral
Australia - - - - - 80 99 54 274 5,095
Denmark - - - - - 50
Japan 49 - - - - 28 25 7 5 2,855
New Zealanc1 3 4 13 4 2 9 28 31 59 663

Development Aid (-) ( - ) ( - ) ( - ) ( - ) ( - ) (8) (26) (59) (613)
New Zealand Leper Trust Fund (3) (4) (13) (4) (2) (9) (20) (4) ( - ) (50)

11nited Kingdom 4,502 3,748 6,816 5,147 5,190 5,989 8,118 8,206 12,610 17,427
Grants in Aid (2,315) (1,845) (1,849) (1,573) (1,545) (1,388) (917) (1,841) (1,972) (1,2RO)
Development Aid (2,187) (1,903) (4,967) (3,574) (3,645) (4,601) (7,201) (6,365) (10,638) (16,147)

Others - - - - 11 - 33

Subtotal 4,554 3,752 6,R29 5,151 5,192 6,106 8,281 8,29 12,948 26,123

Mutltilateral
Asian Development Bank (Tech. Asst.) - - - - - - - - 50
Commonwealth Fuind for Technical Cooperation - - - - - - 49 54 49 -
European Development Fund - - - - - - - - - 485 U
European Economic Community (Stabex) - - - - - - - - 1,300 -
Fouindation for People of the South Pacific - - - - - - .. 2 - S
Lions Club of Guadalcanal - - - - - - - - - 15
Southi Pacific Commission - - - - - 1 4 13 3 5
United Nations Children's Fund - - - - - - - 5 - -

United Nations Development Program - - - - - - - 5 867
World Wealth Organization - - - - - - 3 1 5 -
World Wild Life Fund - - - - - - - 10

Subtotal - - - - - 1 56 80 1,357 1,41

Total Grants 4,554 3,752 6,R29 5,151 5,192 6,107 8,337 8,378 14,305 27,560

Loans
Asiani Development Bank - - - - - - - 184 328 2,650
European Development Fund - - - - - - - - - 700
11nited Kingdom 
0OPEC - - - - - - - - - 870

Total Loans - - - - - _ - 184 328

Sources: Statistics Office, ?linistrv of Finance; uinpublished accounts for 1978; and 1979 budget documents.
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Table 5.4: DOMESTIC REVENUE OF THE CENTRAL GOVERNMENT, 1970-79

(SI S'000)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
orovi- budget

sional estimate

Tax Revenue

Income tax
Government employees 249 } 267 ) 317 402 169 219 410 61G 762 920

Other employed workers ) ) 326 386 569 760 978 :.23C
Self-employed persons La 66 70 8S 131 132 148 246 314 413 450

Subtotal 315 337 405 533 627 753 1,225 1,684 2,153 2.600

Company income tax 198 187 263 397 608 ',048 759 1,262 2,10E 2.000

Total 513 524 668 930 1,235 1.601 1.984 2,946 4,261 4,600

Export duties

Copra 502 536 173 278 1,285 572 399 999 1,077 1,020
Minerals /b - - 1 4 3 78 

Palm products - - - - - - - - 252 560

Seashells and other Xc 32 43 21 42 16 25 92 189 27 33
Fish /d - - - 115 192 104 418 616 716 700

Timber 146 - - - - - - - 425 500

Total 680 580 195 439 1.496 708 915 1809 2,506 

Import duties 1,380 1,641 1,771 1,646 2,369 2,321 2,516 3,031 3,388 4,150

Excise duty le 149 154 161 169 214 216 220 217 254 280

Stamp duties 10 26 33 24 33 61 30 39 52 60

Other taxes
Licenses 59 70 73 87 83 94 171 156 329 565

Vehicles 6 driving (29) (36) (39) (40) (49) (58) (102) (104) (107) (115)
Other (30) (34) (36) (47) (34) (36) (69) (52) (222) (450)

Timber levy 20 207 262 200 334 295 397 376 33 -

Airport tax - - - - - 3 20 20 24
Estate duty - - - - 2 1 - - 1 1

Total 79 277 335 287 419 393 588 552 387 566

Total tax revenue 2,811 3.212 3,163 3,495 5.767 5.500 6.253 8,594 10,849 j2,477

Nontax Recurrent Revenue

Fees
Airport landing fee 7 10 38 53 51 66 60 65 93 125
Other 137 204 314 138 225 261 257 279 414 450

Total 144 214 352 193 276 327 317 344 507 575

Telecommunications proceeds /f 194 211 268 240 269 353 412 415 550 388

Water rates 76 91 103 96 110 91 130 115 131 150

Stamp sale proceeds 187 183 245 327 231 356 445 452 548 680
Rent from Government quarters jj 126 142 110 124 125 118 525 731 749 600

Interest /h 20 15 12 18 57 38 53 148 133 446
Miscellaneous 965 1,306 1,210 1,287 1,286 929 937 1,059 1,158 4,556

Total nontax recurrent
revenue 1712 2,162 2.300 2,285 2,354 2.212 2,819 3,264 3,776 6,432

Otc,er Reoenue

T-hboc royalty 45 45 65 22 27 15 22 15 24 20
Sales of Government property /i - - - - 60 36 32 154 86 90

Contributions from copra
stabiliaacos 0fund - - - - - - 169 - - -

Total 45 45 65 22 87 51 223 169 110 110

Total domestic revenue 4,568 5,419 5.528 5,802 8.208 7.763 9,295 12.027 14,735 19,019

/a Including partnerships and other noncorporate businesses.

/b Mainly gold.

Xc Shells to be used as raw materials for buttons.

/d Mostly fresh and frozen tuna.
/L Twist tobacco.
Jf Gross proceeds. Reduction envisaged in 1979 is due to the start of the operation of SOLTEL, a partly government-owned telecommunications conpany.

a Rental revenue from government-owned houses provided for civil servants. 1ncrease ic 1976 resulted fron. upward adjustments in the rents charged.
/h Increase envisaged for 1979 is attributable to increased payments from the Solomon Islands Housing Authority, the Government Shareholding Agency,

and the SOLTEL.
'i Mainly land sales.

Sources: Statistics Office, Ministry of Finance, Inland Revenue Division, Ministry of Finance; Budget Division, Ministry cf Finance, Annual
Accounts, 1977; and 1979 Recurrent Estimates and Establishment Register (draft).
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Table 5.5: IMPORT DUTY COLLECTIONS BY COMMODITY, 1978
(amounts in SI$'000)

Collections Collections
Import Import duty as % of as % of
value collections imports total

Food 5,048 330 6.5 9.7
Of which: Fish preparations 225 89 39.6 2.6

Sugar 486 46 9.5 1.4

Beverages and Tobacco 1,466 1,380 94.1 40.7
Of which: Wine 67 28 41.8 0.8

Beer 439 594 135.3 17.6
Alcoholic beverages 98 197 201.0 5.8
Cigarettes 270 466 172.6 13.8

Inedible crude materials 241 15 6.2 0.4

Mineral fuels 3,547 160 4.5 4.7
Of which: Motor spirits 603 120 19.9 3.5

Animal and vegetable oils and fats 170 - - -

Chemicals 2,779 120 4.3 3.5
Of which: Perfume 88 33 37.5 1.0

Detergents 153 33 21.6 1.0

Manufactured goods 5,840 291 5.0 8.6
Of which: Cotton fabrics 624 68 10.9 2.0

Linen, etc. 179 51 28.5 1.5
Utensils 122 28 23.0 0.8

Machinery and transport equipment 8,564 450 5.3 13.3
Of which: Outboard motors 280 26 9.3 0.8

Passenger cars 185 54 29.2 1.6

Miscellaneous manufactured goods 3,048 552 18.1 16.3
Of which: Furniture 140 32 22.9 0.9

Clothing 795 271 34.1 8.0
Footwear 85 28 32.9 0.8

Miscellaneous 280 36 12.9 1.1

Unallocable - 55 - 1.6

Total 30,983 3,388 10.9 100.0

Source: Statistics Office, Ministry of Finance.
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Table 5.6: INCOME TAX PAYABLE BY A SINGLE PERSON AND A
MARRIED PERSON WITH FOUR CHILDREN

(amounts in SI$)

Tax payable by a family
Tax payable bV a single person /a with 4 children /b

Total % of % of
income Amount income Amount income

100 - - _ _
200 - - - -
300 - - _ _
400 - - _ _
500 - - _ _
600 - - - -
700 11.00 1.57 - -
800 22.00 2.75 - -
900 33.00 3.67 - -

1,000 44.40 4.44 _ _
1,500 106.20 7.08 - -
1,750 139.40 7.97 7.70 0.44
2,000 174.40 8.72 35.20 1.76
3,000 332.40 11.08 163.20 5.44
4,000 518.00 12.95 318.80 7.97
5,000 731.20 14.62 502.00 10.04
6,000 990.40 16.51 712.18 11.87
7,000 1,259.60 17.99 952.00 13.60
8,000 1,556.40 19.45 1,218.80 15.23
9,000 1,880.80 20.90 1,513.20 16.81
10,000 2,232.80 22.33 1,835.20 18.35
15,000 4,212.40 28.08 3,762.00 25.08
20,000 6,212.40 31.06 5,762.00 28.81

/a Entitled to an allowance of SI$600.

/b Entitled to allowances of SI$1,680 (personal and spouse allowances of SI$600
each and child allowances of SI$480).

Sources: Inland Revenue, Ministry of Finance; and mission estimates.
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Table 5.7: DISTRIBUTION OF BUDGETARY EXPENDITURE BY PURPOSE, 1975-79 /a

(SI$S000)

1975 1976 1977 1978 1979

prelim- budget
inary estimate

Recurrent Budget
Natural resources 1,367 1,480 1,891 1,696 1,910

of which:
Agriculture (1,191) (1,208) (1,209) (1,351) (1,490)

Commerce, industry
and tourism 258 207 261 347 45,5

Economic infrastructure /b 1,967 2,335 2,937 3,294 5,479
Education 1,609 1,892 2,399 2,762 3,305
Health 1,089 1,318 1,666 1,651 1,839
Administration and

other 2,978 3,413 4,497 6,927 7,120
Interest payments 7 13 10 10 37

Domestic (7) (13) (10) (7) (9)
External ( - ) t - ) ( - ) (3) (28)

Total 9.275 10.658 13.661 16.687 20.145

Development Budget
(Expenditure and Net Lending)

Natural resources 1,087 997 1,688 1,947 6,762
of which:

Agriculture (765) (435) (796) (722) (2,117)
Commerce, industry

and tourism /c 125 309 679 3,114 5,546
Economic infrastructure /b 1,663 3,329 2,831 3,950 13,506
of which:

Roads and bridges (394) (647) (1,570) (1,074) (3,767)
Marine transportation (331) (643) (364) (776) (4,095)
Postal service and

telecommunications (228) (98) (118) (843) (1,136)
Water supply and sewerage (113) (85) (196) (222) (712)

Education 435 443 530 400 1,882
of which:

Primary education (40) (119) (104) (27) (305)
Scholarships (151) (235) (251) (271) (506)

Health 831 1,064 1,023 919 1,787
of which:

Malaria eradication program (765) (704) (810) (786) (1,163)
Administration and

other 621 878 873 1,253 1,776

Total 4,762 7,020 7,624 11,583 31,259

/a The classification largely reflects administrative breakdowns. Series
are not necessarily comparable over time due to departmental reorganizations
during the period.

/b Including housing and community services.

/c Large increases in 1978 and budgeted for 1979 reflect government equity in-
vestment through the Government Shareholding Agency, which rose from
SI$65,000 in 1977 to SIS2.4 million in 1978, and to an estimated SIS$/ mil-
lion in 1979.

Sources: Statistical Bulletin, July 1978; Annual Accounts, 1975, 1976 and 1977:
provisional unaudited accounts for 1978; and 1979 budget documents.



Table 5.8: LOCAL COIJNCILS - ACTUAL CASH EXPENDITURE, 1977
(SI$'000)

Santa Central Guadal- Makira/ Eastern
Western /a Isabel Islands canal Honiara Malaita Ulawa Islands Total

Recurrent Expenditure 380 70 115 114 248 432 132 56 1,547

Administration 260 55 67 92 232 252 95 39 1,092
Agriculture 26 3 2 9 - 13 11 1 65
Education 15 10 13 7 4 13 6 2 70
Health 20 - 2 1 3 35 8 7 76
Works 59 2 31 5 7 119 12 7 242
Other - - - - 2 - - - 2

-1

Capital Expenditure 120 43 47 55 63 138 37 58 561

Administration 13 4 3 15 12 28 6/a 2 83
Commercial - - 1 - 4 - - - 5

Education 1 18 33 - 47 8 - 25 132
Health 8 - 3 1 - - - - 12
Works 93 21 7 39 - 96 31 31 318
Other 5 - - - - 6 - - 11

Total Expenditure 500 113 162 169 311 570 169 114 2,108

/a Revised estimates.

Source: Statistics Office, Ministry Finance.



Table 5.9: LOCAL COUNCILS - ACTUAL CASH REVENUE, 1977
(SI$'000)

Santa Central Guadal- Makira/ Eastern
Western /a Isabel Islands canal Honiara Malaita Ulawa Islands Total

Recurrent Revenue 393 102 105 152 242 324 176 66 1,560

Basic rate 30 18 9 15 108 28 17 10 235
Licenses 20 4 5 9 8 12 6 2 66
Commercial 38 16 9 21 26 2 17 4 133
Works 6 1 11 - - 7 3 1 29
Grants /b 294 63 70 105 93 267 125 48 1,065
Other 5 - 1 2 7 8 8 1 32

Capital Revenue 113 34 56 53 28 158 37/a 77 556

GDA /c 89 - 18 45 - 149 37 35 373
Other 24 34 38 8 28 9 - 42 183

Total Revenue 506 136 161 205 270 482 213 143 2,116

/a Revised estimates.

/b Central government grants.

/c General development allocation, paid from UK development aid.

Source: Statistics Office, Ministry of Finance.



Table 5.10: PROVINCIAL ASSEMBLIES - CASH REVENUE AND EXPENDITURE ESTIMATES, 1979
(SI$'000)

Santa Central Guadal- Makira/ Eastern
Western Isabel Islands canal Honiara Malaita Ulawa Islands Total

Recurrent revenue 707 169 191 399 729 602 249 114 3,160

Capital revenue 416 149 74 336 149 195 311 46 1,676

Total Revenue 1,123 318 265 735 878 797 560 160 4,836

Recurrent expenditure 708 169 174 341 580 602 249 108 2,931

Capital expenditure 416 149 87 336 138 195 310 46 1,677

Total Expenditure 1,124 318 261 677 718 797 559 154 4,608

Note: The former local councils are now known as provincial assemblies.

Source: Statistics Office, Ministry of Finance.



Table 6.1: ASSETS AND LIABILITIES OF THE SDLOMON ISLANDS MONETARY AtTHORITY, DEC. 1977-DEC. 1978/a
(SI$ '000)

Dec. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.
1977 1978 1978 1978 1978 1978 1978 1978 1978 1978 1978

Assets

Domestic assets 91 139 137 138 100 94 89 264 260 258 298

External assets 2,118 2,645 2,694 3,070 3,642 3,658 3,696 18,423 21,141 23,013 24,388
Australian dollar (2,109) (2,591) (2,421) (2,797) (2,930) (2,947) (2,984) (9,857) (10,836) (8,514) (7,884)
Pound sterling (9) (11) (11) (11) (11) (10) (11) (5,139) (6,005) (10,188) (11,527)
US dollar (-) (44) (262) (262) (701) (701) (701) (3,427) (4,300) (4,311) (4,977)

Fixed assets and other 44 34 33 34 70 71 79 79 79 80 80

Total 2,253 2,818 2,864 3,242 3,812 3,823 3,864 18,766 21,480 23,351 24,766

Liabilities

Currency in circulation 2,100 2,559 2,600 2,974 3,539 3,498 3,527 3,589 3,661 3,924 4,132

Capital and reserves 106 106 106 106 106 106 106 106 106 106 106

Other liabilities 47 153 158 162 167 219 231 15,071 17,713 19,321 20,528

Total 2,253 2,818 2,8612 242 2 3,8 23 3,864 18,766 21,480 23,31 24766

/a End of month.

Sojrce: The Solomon Islands Monetary Authority.
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Table 6.2: ASSETS AND LIABILITIES OF TRADING AND SAVINGS BANKS, 1977-78
(SI$ million)

1977 1978 1978 1978 1978 1978 1978
Oct. 19 Jan. 18 Apr. 19 Jul. 19 Oct. 18 Nov. 15 Dec. 13

Assets

Cash 0.4 0.5 0.3 0.4 14.9 19.0 19.2
Loans 16.7 12.4 16.2 16.7 4.8 4.5 4.4
Advances 5.6 7.0 7.1 6.3 6.8 7.1 5.2
Other assets 2.0 2.6 2.7 3.0 2.4 2.4 2.6

Total 24.7 22.5 26.3 26.4 28.9 33.0 31.4

Liabilities

Deposits
Sight 6.2 4.4 6.5 8.3 8.9 11.6 9.8
Savings 5.0 4.6 4.9 5.2 5.3 5.4 5.3
Time 12.6 12.9 14.2 12.3 13.7 15.1 15.5

Total deposits 23.8 21.9 25.6 25.8 27.9 32.1 30.6

Other liabilities 0.9 0.6 0.7 0.6 1.0 0.9 0.8

Total 24.7 22.5 26.3 26.4 28.9 33.0 31.4

Source: The Solomon Islands Monetary Authority.
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Table 6.3: DISTRIBUTION OF TRADING AND SAVINGS BANKS' ADVANCES, 1977-78
(SI$'000)

1977 1978 1978 1978 1978
Nov. 16 Feb. 5 May 17 Aug. 16 Nov. 15

Manufacturing 256 263 242 343 398

Agriculture and forestry 669 529 917 873 922

Fisheries 404 1,296 1,615 641 1,268

Construction 194 161 156 127 202

Transportation 276 614 536 540 492

Retail distribution 1,371 2,175 1,056 1,057 1,370

Other distribution 940 749 548 532 471

Other service industries 1,239 563 1,520 1,528 1,468

Personal loans 536 963 753 802 978

Total 5,885 7,313 7,343 6,443 7,569

Source: The Solomon Islands Monetary Authority.



- 103-

Table 6.4: ASSETS AND LIABILITIES OF
THE DEVELOPMENT BANK OF SOLOMON ISLANDS, 1974-78 /a

(SI$'000)

Oct.-Dec.
At the end of: FY74/75 FY75/76 FY76/77 1977 1978

Assets
Loans /b 738 809 866 1,126 1,834

Equity investments 71 71 71 71 105
Cash & bank deposits 435 428 673 825 471

Other current assets 38 13 15 21 49
Fixed assets 33 43 82 79 174

Total 1,315 1,364 1,707 2,122 2,632

Liabilities
Paid-in capital - - - 1,800

Retained earnings 657 683 704 707 339
Government loans 656 675 999 1,408 483

Current liabilities 2 6 4 7 10

Total 1,315 1,364 1,707 2,122 2,632

/a Figures prior to December 1977 relate to the Agricultural and Industrial
Loans Board. FY74/75 to FY76/77 refer to 12-month periods ending on
September 30.

/b Net of provisions for loan write-offs. At the end of 1978, total loans
outstanding, including provisions for write-offs of SI$69,204, amounted to
SI$1,903,168.

Source: The Development Bank of Solomon Islands.
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Table 6.5: DISTRIBUTION OF LOANS BY THE DEVELOPMENT BANK
OF SOLOMON ISLANDS, DECEMBER 31, 1978 /a

No. of Amounts
loans outstanding

(SI$)

Commerce 26 302,749

Industries 38 729,992

Rural trading centers 20 55,925

Agriculture and other natural resource sectors 42 232,797

Cooperatives 4 327,477

Cattle industry 255 173,293
of which:
ADB loan for onlending to the Cattle Development

Authority (30) (18,778)

Rural welfare (housing, etc.) 80 39,219

Purchase of expatriate plantations 7 41,679

Total 472 1,903,131

/a Estimates.

Source: The Development Bank of Solomon Islands.
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Table 6.6: ASSETS AND LIABILITIES OF THE NATIONAL PROVIDENT FUND, 1977-78
(SI$'000)

June 30, 1977 June 30, 1978

Assets

Current deposits with banks 85.4 178.4

Term deposits with banks 700.0 1,600.0

Loans - 400.0

Accrued interest 12.9 48.1

Fixed assets 77.0 68.4

Total 875.3 2,294.9

Liabilities

Contributions account 690.7 1,967.9

Government grants 82.4 82.4

General reserves 102.2 243.0

Accrued expenses - 1.6

Total 875.3 2,294.9

Source: The National Provident Fund, Second Annual Report, 1978.
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Table 6.7: EQUITY INVESTMENTS /a OF THE GOVERNMENT SHAREHOLDING
AGENCY, DECEMBER 31, 1978

% of
holding (SI$'000)

Air Pacific Ltd. 1.7 69.6

Brewer Solomons Agriculture Ltd. 45.0 1,350.0

Development Bank of Solomon Islands 100.0 1,800.0

Mendana Hotels Ltd. 36.0 300.0

National Fisheries Development Ltd. 75.0 281.3

Pacific Forum Line Ltd. 11.1 12.0

Solomon Islands International
Telecommunications Ltd. 49.0 392.0

Solomon Islands Plantations Ltd. 26.0 650.0

Solomon Taiyo Ltd. 25.0 /b

/a At cost.

/b Shares issued free under joint venture agreement.

Source: The Government Shareholding Agency, Second Annual Report, 1978.
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Table 6.8: INTEREST RATE STRUCTURE AS OF FEBRUARY 28, 1979
(percent per annum)

Hong Kong
Australia Commonwealth Shanghai
New Zealand Trading Banking

Bank Bank Corporation

Term deposits
30 days 5.00 5.25 5.00
60 days 6.00 6.00 6.00
Three months 6.50 6.50 6.50
Six months 7.00 7.00 7.00

Savings deposits
Accounts of up to SI$4,000 } 4.00 3.75 } 4.00
Accounts exceeding SI$4,000 } 6.00 }

Saving-investment accounts 6.00 6.50/a -

Call n.a. n.a. 3.75

Overdrafts/loans
Up to SI$100,000 } 10.35 }
Over SI$100,000 } 11.0-14.0 11.00 } 11.00
Personal loans } 7.25-7.50 }

Deposits with the Solomon
Islands Monetary Authority:
six months 8.00 8.00 8.00

/a Subject to a minimum balance requirement of SI$500.

Source: The Solomon Islands Monetary Authority.
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Table 7.1: RETAIL PRICE INDEX, 1970-77
(4th Quarter 1970 - 100)

Drink Water
and and Motor All Annual

Year/Quarter Food tobacco Clothing fuel transport Misc. items change

(%)

(Weight) (540) (120) (80) (50) (40) (120) (950)

1971 105.9 101.2 102.8 105.2 100.6 102.4 104.3 4.3
1st 102.6 100.0 100.8 104.9 100.0 101.5 102.0
2nd 102.5 100.3 103.5 105.3 100.3 102.2 102.3
3rd 108.4 100.3 103.5 105.3 100.9 102.8 105.8
4th 110.0 104.0 103.4 105.2 101.3 102.9 107.2

1972 115.2 112.2 103.8 105.4 102.8 104.1 111.6 7.0
1st 114.1 111.6 103.6 105.3 102.3 103.2 110.7
2nd 115.5 111.9 103.7 105.3 102.5 104.4 111.5
3rd 117.1 113.2 104.0 105.3 102.5 104.0 112.3
4th 114.1 112.2 104.0 105.8 103.9 104.9 111.5

1973 119.4 113.0 110.0 107.1 105.1 107.4 115.1 3.1
1st 115.8 111.3 105.1 106.9 104.4 106.0 112.1
2nd 114.5 113.2 108.4 106.8 104.8 106.7 112.0
3rd 118.3 113.5 111.1 106.9 105.1 109.5 114.5
4th 129.1 114.1 115.2 107.6 105.9 112.4 121.8

1974 150.6 119.7 125.0 111.6 109.1 121.0 136.8 18.9
1st 138.9 117.8 121.4 109.0 106.8 117.3 128.9
2nd 144.2 116.5 121.7 112.4 109.4 120.7 132.1
3rd 151.3 120.7 125.2 112.4 110.0 121.8 137.7
4th 168.1 123.7 131.6 112.8 110.3 124.2 148.5

1975 166.7 134.9 140.4 122.9 122.8 121.4 150.6 10.1
1st 170.5 130.6 135.6 118.4 117.5 118.8 151.0
2nd 168.7 130.8 140.4 120.6 122.4 121.4 151.1
3rd 163.6 133.5 142.7 122.6 123.7 122.3 149.0
4th 163.9 144.7 142.9 130.0 127.5 123.3 151.2

1976 169.8 149.1 148.7 134.8 135.8 128.8 157.1 4.3
1st 166.6 148.2 145.6 134.0 127.8 127.8 154.2
2nd 168.9 148.8 147.5 134.0 136.8 129.4 156.4
3rd 176.7 148.8 150.7 135.0 139.0 130.7 161.4
4th 167.2 150.7 151.2 136.2 139.7 131.8 156.5

1977 182.6 163.5 166.5 147.6 151.8 141.5 170.3 8.4
1st 169.7 155.8 162.7 144.1 147.4 137.8 161.1
2nd 175.3 160.1 165.2 146.7 157.7 141.1 166.0
3rd 190.3 164.2 166.4 149.9 157.7 142.2 175.4
4th 195.2 164.9 171.8 149.9 144.5 145.0 178.6

Note: A new index was introduced in 1978 (see Table 7.2). The two indices
are not strictly comparable because of changes in the weights attached
to different categories of expenditures, and the inclusion of housing
expenditures, which were previously not taken into account, in the new
index.

Source: Statistics Office, Ministry of Finance.
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Table 7.2: NEW RETAIL PRICE INDEX, 1978
(4th Quarter 1977 = 100)

Drinks Housing
and and All

Period Food tobacco Clothing utilities Transport Misc. items

(Weight) (470) (95) (50) (155) (110) (120) (1,000)

1978 106.4 113.7 101.9 103.0 107.5 105.6 106.4

January 100.9 101.3 100.0 101.0 108.6 103.1 102.0

February 104.4 106.7 100.0 101.4 105.6 103.4 104.0

March 104.7 119.1 100.0 101.5 105.6 102.9 105.2

April 104.7 122.8 101.0 101.6 105.9 102.7 105.7

May 105.4 126.8 100.7 101.6 105.9 102.9 106.4

June 106.8 114.5 101.9 101.5 106.8 103.6 106.1

July 108.8 118.3 103.4 103.3 106.9 104.6 107.9

August 107.3 109.8 103.2 104.8 107.3 106.8 106.9

September 108.0 108.8 103.3 104.8 107.4 108.4 107.3

October 107.6 112.1 103.0 104.9 109.8 109.4 107.8

November 107.8 109.7 103.0 104.9 110.0 110.6 107.9

December 110.2 115.0 103.0 104.9 110.4 109.8 109.4

Source: Statistics Office, Ministry of Finance.



Table 8.1: LAND TENURE BY PROVINCE, 1978
(square kilometers)

Santa Central Guadal- Makira/ Eastern
Western Isabel Islands canal Honiara Malaita Ulawa Islands Total

Total land area 8,573 4,014 1,722 5,625 21 4,543 3,561 837 28,896
of which:

Customary land /a 7,306 1,420 1,347 5,279 - 4,477 3,523 702 24,054

Non-customary land /b
owned by:

Solomon Islanders 153 2,199 5 88 - 27 6 - 2,478
Government /c 1,073 395 370 258 21 39 32 135 2,323
Gilbertese settlers /d 41 - - - - - - - 41

Leases to non-Solomon
Islanders F

by Solcomon Islanders - 1 - 53 - 1 - - 55 o
by Government 243 95 115 189 - 36 26 1 705

/a Owned usually by clans or lineage groups, according to unwritten rules varying from island to island,
and from time to time. Ownership of customary land is restricted to Solomon Islanders.

/b Non-customary land is mostly registered, with its ownership and boundaries recorded in a central land
registry in Honiara. Only Solomon Islanders, or government, or certain Gilbertese settlers (see /d
below) can own "perpetual estates" in registered land. Others may only lease land (which must be
registered) either from Solomon Islanders or Government.

/c Includes about 600 sq km of land owned until December 31, 1977 by non-Solomon Islanders. The Land and
Titles Amendment Ordinance (1977) converted land owned in "perpetual estate" by non-Solomon Islanders
into 75-year "fixed-term estates" (Government leases).

/d About 500 Gilbertese settlers and their families and descendants were exempted from having land they
owned converted into fixed-term estates.

Source: Lands Division, Ministry of Agriculture and Lands.
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Table 8.2: COPRA PRODUCTION /a BY PROVINCE, PRODUCER AND GRADE, 1970-78
(long tons)

1970 1974 1975 1976 1977 1978

Province
Western 7,557 9,631 7,108 6,813 7,583 n.a.

Santa Isabel 1,885 2,071 2,047 1,955 2,560 n.a.

Central Islands 5,749 5,677 7,554 6,297 7,142 n.a.

Guadalcanal 4,797 5,192 4,599 4,558 5,522 n.a.

Malaita 1,769 2,677 2,380 1,890 2,922 n.a.

Makira/Ulawa 1,949 1,953 1,774 1,497 2,372 n.a.

Eastern Islands 518 903 589 424 642 n.a.

Producer
Smallholder 13,489 17,808 13,730 13,149 17,814 n.a.

Plantation 10,735 10,296 12,321 10,285 10,929 n.a.

Grade /b
First grade 12,749 18,935 18,035 15,183 19,912 n.a.

Second grade 2,463 4,751 3,329 3,573 4,153 n.a.

Third grade 4,647 4,418 4,687 4,678 4,678 n.a.

Total 24,224 28,104 26,051 23,434 28,743 27,216

/a Marketed production only. Production for own consumption not included.

/b 4,365 tons in 1970 were not classified by grades.

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of
Finance.
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Table 8.3: COPRA PRICES - DOMESTIC BUYING PRICES AND
AVERAGE LONDON MARKET (c.i.f.) PRICES, 1971-78

(SI$ per long ton)

Average
'London

Domestic buying price market
First Second Third price
grade grade grade (c.i.f.)

1971 126.25 n.a. n.a. 183.28

1972 82.29 n.a. n.a. 116.80

1973 102.50 n.a. n.a. 170.03

1974 246.00 n.a. n.a. 447.58

1975 189.46 n.a. n.a. 193.10

1976 Quarter 1 100.80 89.60 78.40 158.37
Quarter 2 100.80 89.60 78.40 178.84
Quarter 3 123.20 112.00 93.33 251.48
Quarter 4 164.27 153.07 130.67 312.56

1977 Quarter 1 179.20 168.00 145.60 389.18
Quarter 2 194.13 182.93 153.07 411.42
Quarter 3 201.60 190.40 156.80 296.41
Quarter 4 201.60 190.40 156.80 313.67

1978 Quarter 1 216.53 205.33 171.73 345.70
Quarter 2 224.00 212.80 179.20 367.35
Quarter 3 238.67 227.73 201.60 408.24
Quarter 4 268.80 252.27 235.20 497.62

Source: Statistics Office, Ministry of Finance.
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Table 8.4: PALM OIL PRODUCTION, 1965-77

Hectares Hectares
cultivated cultivated Production (metric tons)
during year (cumulative) Palm oil Kernels

1965/a 9 9 - -

1971 49 58 - -

1972 633 691 - -

1973 568 1,259 - -

1974 700 1,959 - -

1975 721 2,680 - -

1976 535 3,215 4,535 358

1977 120 3,335 7,044 1,435

/a Trial.

Source: Statistical Bulletin, July 1978.
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Table 8.5: FISH CATCH AND UTILIZATION, 1970-78/a
(metric tons)

Total Frozen/ Frozen/ Other
catch Canned Smoked exported local sales disposal

1970 - -

1971 4,165 - - 4,165

1972 12,138 - - 12,138 -

1973 5,511 321 - 5,091 91 8

1974 10,958 1,836 429 8,400 248 45

1975 7,526 2,619 1,006 3,641 172 88

1976 15,464 2,076 1,120 12,052 145 72

1977/b 13,005 1,842 n.a. 9,615 n.a. n.a.

1978/b 15,712 2,109 n.a. 13,029 n.a. n.a.

/a The figures relate to the catch of tuna type fish in the Solomon waters by
Tayio Fisheries, the major company involved in this industry.

/b Figures for fiscal year ending on November 30.

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of
Finance.



Table 8.6: FORESTRY - LOG PRODUCTION AND UTILIZATION, 1970-78
(cubic meters)

1970 1971 1972 1973 1974 1975 1976 1977 1978

Total log production 234,214 266,778 246,284 250,005 235,378 228,583 264,117 258,972 248,000/a

Export log shipments 225,588 257,773 237,032 242,195 220,678 208,294 241,233 237,584 220,639

Sawn timber

Log input 8,626 9,005 9,252 8,800 14,700 19,742 21,902 20,698 25,627

Sawn timber production 4,313 4,502 4,626 4,400 7,350 8,111 9,209 8,215 10,823

Sales
Export - - - 82 158 1,247 1,936 1,895 2,500

Domestic n.a. n.a. n.a. n.a. n.a. 4,978 4,988 4,736 6,621

Veneer sheets

Log input - - - - - 547 982 690 1,681

Veneer production - - - - - 181 410 362 788

Sales export - - - - - 181 351 267 897

/a Estimate based on export log shipments and log inputs of sawn timber and veneer sheets.

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of Finance.
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Table 8.7: RICE CULTIVATION AND PRODUCTION, 1970-77

Area under cultivation Area Paddy rice (dry)
(hectares) harvested /a harvested

Dry land Irrigated (hectares) (metric tons)

1970 708 - n.a. 1,930

1971 1,052 89 n.a. 3,000

1972 16 378 n.a. 1,320

1973 16 378 n.a. 1,220

1974 16 378 n.a. 1,220

1975 - 451 599 1,237

1976 779 1,297 3,829

1977 845 1,940 6,269

/ Between one and two and a half crops of rice a year are possible.

Source: Statistical Bulletin, July 1978.
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Table 8.8: RICE MILL PRODUCTION, 1970-77
(metric tons)

Polished rice
Paddy rice input production By-products /a

1970 1,900 1,170 310

1971 2.800 1,630 550

1972 1,180 670 250

1973 1,120 640 240

1974 1,090 620 234

1975 1,099 623 234

1976 3,217 1,850 719

1977 5,802 3,308 1,186

/a Including brown rice, broken rice and bran.

Source: Statistical Bulletin, July 1978.
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Table 8.9: DISTRIBUTION OF CATTLE BY PROVINCE, 1974-77

1974 1975 1976 1977
No. of No. of No. of No. of No. of No. of No. of No. of

Province herds cattle herds cattle herds cattle herds cattle

Western 77 1,044 87 1,317 113 1,621 121 1,817

Santa Isabel 36 888 49 1,194 59 1,714 65. 1,849

Central Islands } 8 5,473 13 5,150 13 5,272
} 101 15,214

Guadalcanal } 105 8,828 119 8,796 126 8,771

Malaita 305 3,042 322 4,653 358 5,448 360 5,426

Makira/Ulawa 54 1,010 77 1,159 101 1,251 99 1,522

Eastern Islands 1 30 2 49 5 130 6 118

Total 574 21,228 650 22,668 768 24,110 790 24,775

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of
Finance.
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Table 8.10: COCOA BEANS PRODUCTION BY PROVINCE AND PRODUCER, 1970-78/a
(long tons)

1970 1974 1975 1976 1977 1978

Province

Western 40.2 25.5 26.9 15.1 19.8 29.1

Central Islands 30.0 29.8 43.6 37.4 36.0 63.4

Santa Isabel } 5.5
} 13.0 13.1 16.2 28.3 41.8

Guadalcanal } 45.7

Malaita 45.2 35.1 30.8 31.3 22.2 3.9

Makira/Ulawa - - - - -

Eastern Islands - - - - - -

Producer

Smallholders 44.2 49.5 41.4 37.8 48.2 95.4

Plantations 84.2 54.2 126.1 74.3 115.6 122.1

Total 128.4 103.7 167.5 112.1 163.8 217.5

/a Cocoa is graded by the Ministry of Agriculture and Lands. However, in 1975,
1977 and 1978 a significant tonnage of cocoa was not graded and hence not
classified by province. Estimates of this ungraded production are included
in the total production for 1975, 1977 and 1978.

Sources: Statistical Bulletin, July 1978; and Statistics Office, Ministry of
Finance.
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Table 9.1: PRIMARY SCHOOL ENROLLMENTS, 1970-78

Stan-
dard 1970 1971 1972 1973 1974 1975 1976 1977 1978

1 n.a. 5,357 5,259 5,025 4,828 5,928 5,569 n.a. 5,871

2 n.a. 5,027 4,848 4,635 4,318 4,508 4,982 n.a. 5,229

3 n.a. 4,215 4,617 4,439 4,200 4,825 4,387 n.a. 5,075

4 n.a. 4,080 4,051 4,373 3,941 4,138 4,446 n.a. 4,793

5 n.a. 2,482 2,443 2,595 2,623 3,965 3,770 n.a. 3,732

6 n.a. 2,035 2,296 2,170 2,194 2,580 3,867 n.a. 3,468

7 n.a. 1,948 2,056 2,205 1,984 2,275 - - -

Total 21,270 25,144 25,570 25,442 24,088 28,219 27,021 28,482 28,264

Sources: Ministry of Education and Training; and Statistical Bulletin,
July 1978.
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Table 9.2: PRIMARY SCHOOLS BY ADMINISTERING AGENCY, 1970-78

1970 1971 1972 1973 1974 1975 1976 1977 1978

Government 5 5 5 5 192 266 275 265 266

Private 413 394 375 379 131 78 63 64 78

Total 418 399 380 384 323 344 338 329 344

Source: Statistical Bulletin, July 1978.
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Table 9.3: DISTRIBUTION OF PRIMARY EDUCATION FACILITIES, 1976

Proportion of
work force /a Proportion

without of
any formal Enrollment untrained Pupil/
education ratio teachers teacher

(%) (%) (%) ratio /b

Western 8.1 88 18 26

Santa Isabel 49.2 85 30 28

Central Islands 48.4 78 45 27

Honiara 26.5 69 4 28

Guadalcanal 46.3 63 28 30

Malaita 68.2 59 38 28

Makira/Ulawa 37.8 90 42 26

Eastern Islands 58.7 77 52 25

Total 43.8 73 33 27

/a Population 15-54 years, not attending school.

/b Trained and untrained teachers.

Sources: Population Census 1976, Preliminary Results; and Ministry of
Education and Training.
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Table 9.4: PRIMARY PUPIL/TEACHER RATIO, 1970-77

Pupil/
Number of Number of teacher
teachers /a pupils ratio

1970 881 21,270 24

1971 1,060 25,144 24

1972 1,077 25,570 24

1973 1,088 25,442 23

1974 1,074 24,088 22

1975 1,071 28,219 26

1976 1,060 27,021 25

1977 1,069 28,482 27

/a Trained and untrained.

Source: Statistical Bulletin, July 1978.
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Table 9.5: PRIMARY TEACHERS BY TRAINING, 1975-78

Fully trained Partly trained Untrained Total
% of % of % of % of

Number total Number total Number total Number total

1975 /a 416 47.2 172 19.5 294 33.3 882 100.0

1976 /a 407 47.1 168 19.4 280 32.4 865 100.0

1977 /b 440 47.6 159 17.2 325 35.2 924 100.0

1978 /b 492 53.6 179 19.5 247 26.9 918 100.0

/a Education board schools.

_b. National Teaching Service.

Source: Ministry of Education and Training.
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Table 9.6: TEACHERS COLLEGE:
INTAKE OF PRIMARY TEACHER TRAINEES, 1970-79

Primary Upgrading
course course

1970 37

1971 51

1972 51

1973 36

1974 38

1975 60 20

1976 45 19

1977 65 47

1978 50 n.a.

1979 62 n.a.

Source: Solomon Islands Teachers College.
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Table 9.7: ENROLLMENTS AT NATIONAL SECONDARY SCHOOLS, 1970-78

Form 1970 1971 1972 1973 1974 1975 1976 1977 1978

1 464 469 492 519 515 445 391 n.a. 389

2 385 437 428 489 507 517 420 n.a. 387

3 128 167 207 218 227 219 316 320 347

4 65 79 116 197 200 209 220 279 269

5 - - 60 103 176 181 181 156 217

6 - - - - - - - 26 27

Total 1,042 1,152 1,303 1,526 1.625 1,571 1,528 n.a. 1,636

Sources: Ministry of Education and Training; and Statistical Bulletin,
July 1978.
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Table 9.8: ENROLLMENTS AT HONIARA TECHNICAL INSTITTJTE, 1974-78/a

1974 1975 1976 1978

Trade and Allied Courses /b
Marine mechanic 31 10 5 -

Carpenter/joiner 33 34 33 24

Diesel mechanic - 27 22 28

Electrician 37 18 20 22

Motor mechanic 29 31 28 28

Plumber 18 5 8 9

Short courses 26 142 9 84

Others 18 - -

Subtotal 192 267 125 195

Surveying and drafting 5 9 11 3

Commerce 44 39 41 53

Marine 44 31 54 37

Supervision /c 243 189 173 -

Total 528 535 404 288

/a Full-time courses, Solomon Islander only.

/b Courses run for 2-3 years.

/c Short-term course of 1 week.

Source: Central Planning Office, Office of the Prime Minister.
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Table 9.9: OVERSEAS GRADUATES RETURNING
TO SOLOMON ISLANDS, 1970-78 /a

Certificate Diploma Degree Total

1970 n.a. 6 3 n.a.

1971 n.a. 8 4 n.a.

1972 n.a. 10 6 n.a.

1973 n.a. 16 4 n.a.

1974 n.a. 10 10 n.a.

1976 10 15 6 31

1977 11 17 6 34

1978 13 21 14 48

/a 1975 not available.

Sources: Ministry of Education and Training; and Localization (Report of the
Localization Comittee, October 1974).
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Table 10.1: TOURISM: VISITORS AND CRUISE SHIP ARRIVALS, 1970-77

Number of
Other Total Number of cruise ship

Year Tourists visitors visitors cruise ships passengers

1970 1,739 1,653 3,392 5 5,202

1971 1,983 1,940 3,923 5 5,239

1972 2,455 1,866 4,321 7 8,062

1973 3,288 1,389 4,677 10 7,600

1974 2,791 1,933 4,724 4 3,535

1975 3,377 3,499 6,876 14 13,650

1976 2,686 4,404 7,090 17 13,207

1977 2,913 4,446 7,359 8 8,533

/a Visitors are considered as persons who spend between 1 - 120 days in the
Solomons, and who are not classified as permanent or temporary residents.

Source: Statistical Bulletin, July 1978.
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Table 10.2: TOURIST ARRIVALS BY COUNTRY OF RESIDENCE, 1970-77

Papua New
Year Australia Guinea USA Pacific /a Other Total

1970 289 197 910 144 199 1,739

1971 276 381 837 203 296 1,993

1972 353 517 997 269 319 2,455

1973 578 730 979 555 446 3,288

1974 598 381 704 596 512 2,791

1975 962 429 694 658 634 3,377

1976 888 579 537 337 345 2,686

1977 n.a. n.a. n.a. n.a. n.a. 2,913

/a Includes New Zealand and all Pacific countries other than those already
specified.

Source: Statistics Office, Ministry of Finance.
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Table 10.3: DISTRIBUTION OF HEALTH FACILITIES, 1978

Hospitals Clinics
Govern- Health Govern- Indus- Aid
ment Church Total centers ment Church trial Total posts

Western 1 1 2 1 12 13 2 27 6

Santa
Isabel 1 - 1 - 5 1 1 7 6

Central
Islands - - - - 5 2 3 10 1

Honiara/
Guadalcanal 1 - 1 2 9 2 5 16 5

Malaita 1 1 2 2 15 9 - 24 9

Makira/Ulawa 1 1 2 - 8 9 - 17 4

Eastern
Islands 1 - 1 - 3 - - 3 3

Total 6 3 9 5 57 36 11 104 33

Source: Review of Health Situation, Ministry of Health and Medical Services,
July 1978.
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Table 10.4: DISTRIBUTION OF MEDICAL STAFF, 1978

Doctors /a Nurses Aides Total

Central Hospital lb 10 63 16 89

Western 3 65 51 119

Santa Isabel 2 13 14 29

Central Islands 1 25 11 37

Honiara 1 10 - 11

Guadalcanal 1 23 7 31

Malaita 5 84 13 102

Makira/Ulawa 2 29 5 36

Eastern Islands 1 18 5 24

Total 26 330 122 478

/a Excluding 4 doctors at headquarters.

/b Located in Honiara.

Source: Review of Health Situation, Ministry of Health and Medical Services,
July 1978.
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Table 10.5: ELECTRICITY CONSUMPTION, 1970-77
('000 kwh)

Auki Gizo Tulagi
Honiara (Malaita) (Western) (Central Is.) Other /a Total

1970 7,572 537 349 68 8,526

1971 8,377 560 376 85 9,398

1972 8,930 574 431 - 94 10,029

1973 9,549 551 474 836 84 11,494

1974 9,377 560 482 1,461 93 11,973

1975 10,263 532 530 1,798 98 13,221

1976 11,206 532 514 2,361 76 14,689

1977 11,965 530 581 1,586 115 14,777

/a Includes Kira Kira (Makira/Ulawa) and Santa Cruz (Eastern Islands).

Source: Statistical Bulletin, July 1978.



Table 10.6: ASSETS AND LIABILITIES OF PRIMARY COOPERATIVE SOCIETIES, DECEMBER 31, 1977

Sav tng s and
loan socie-

Central Fastern Cuadal- Makira/ Santa ttes of West-
Islands Islands canal Honiara Ulawa Malatta Isabel Western ern Province Total

Ntumber of cooperatives 4 16 12 1 20 40 29 60 1o 192
Number of members 504 1,474 1,032 1,901 1,093 4,152 1,642 3,689 549 16,036

Assets (SI$)
Bank deposits 17,096 62,077 15,884 19,582 26,854 59,010 33,108 48,174 1,203 282,988
Investment in secondary coop societies 100 10,414 640 - 4,300 4,951 3,714 46,242 7,672 78,033
Loans and advances 11,898 23,440 2,634 24,737 12,197 67,296 38,117 58,747 1,053 240,119
Inventories 16,668 55,168 29,950 78,511 48,546 185,136 108,816 68,397 14 591,206
Land, buildings, plant and equipment 828 10,587 8,379 127,514 18,432 70,249 47,190 108,971 7 392,157

Total 46,590 161.686 57.487 250,344 110,329 386,642 230,945 330,531 9,949 1,584,503

Capital Reserves and Liabilities (SI$)
Share capital 4,169 12,224 11,369 22,317 8,637 46,490 24,110 44,160 901 174,377
General reserves 10,868 66,331 14,059 33,670 23,444 90,023 55,126 124,564 680 418,765
lindistribtited profits 10,366 37,579 13,180 31,155 21,848 82,846 36,184 9,269 1,909 244,336
Members' deposits and loans 440 11,113 1,246 81,998 9,140 28,618 30,444 68,850 6,293 238,142
Other 20,747 34,439 17,633 81,204 47,260 138,665 85,081 83,688 166 508,883

Total 46,590 161.686 57.487 250,344 110,329 386,642 230,945 330,531 9,949 1,584,503

Source: Ministry of Trade, Industry and Labor.
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