
SOLOMON
ISLANDS
Table 1 2022
Population, million 0.7

GDP, current US$ billion 1.6

GDP per capita, current US$ 2225.2

National Basic Needs Poverty Ratea 12.7

School enrollment, primary (% gross)b 104.3

Life expectancy at birth, yearsb 70.2

Total GHG emissions (mtCO2e) 46.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Solomon Islands National Statistics Office. Most recent
value (2013).
b/ WDI for School enrollment (2019); Life expectancy
(2020).

The lingering impact of the 2021 riots

along with a local outbreak of COVID-19

and Russia’s invasion of Ukraine resulted

in a deep recession. However, the economy

will start to recover in 2023 and 2024 and

grow at about 2.5 percent. The hosting of

the Pacific Games and the 2022 reopening

of international borders will fuel growth in

2023. Inflation is expected to decrease over

the medium-term due to the cooling of en-

ergy and commodity prices. Downside

risks to the outlook include slowing growth

in trading partners, a reemergence of social

unrest, and climate-related disasters.

Key conditions and
challenges

Solomon Islands is a country in the South
Pacific with 721,000 people dispersed across
90 inhabited islands. The country faces sub-
stantial economic, development, and gover-
nance challenges shaped by its geographi-
cal dispersion, remoteness to international
markets, and vulnerability to natural disas-
ters. In particular, lack of infrastructure,
high unemployment, and a limited private
sector pose significant development chal-
lenges. The country is heavily dependent on
development assistance, while governance
challenges limit state effectiveness.
Solomon Islands is also vulnerable to natur-
al disasters, such as earthquakes, cyclones,
and tsunamis, which can cause significant
economic damage.
Development challenges have been fur-
ther exacerbated by the COVID-19 pan-
demic and the outbreak of riots in 2021,
which caused a sharp economic contrac-
tion and adversely affected livelihoods.
A World Bank phone survey collected
in September 2022 indicates that employ-
ment had recovered from the COVID-19
restrictions imposed by the government.
However, 40 percent of households re-
ported income reductions, while one-fifth
of households experienced moderate food
insecurity. In addition to reduced food
consumption, around a third of house-
holds had to make ends meet by purchas-
ing on credit or borrowing from others. In
Solomon Islands, the most recent official

poverty measure was based on the 2012/13
Household Income and Expenditure Sur-
vey (HIES). According to the survey, 12.7
percent of the population lived below the
poverty line.

Recent developments

The economy has been impacted by three
shocks in recent years: the COVID-19
pandemic, the civil unrest, and the war in
Ukraine. Initially, COVID-19 affected the
economy through border closures, but in
2022 the country also experienced a lo-
cal outbreak of COVID-19. This resulted
in a 4.1 percent contraction in 2022, mark-
ing the third consecutive year of eco-
nomic decline. Rising fuel prices, as well
as subdued global economic conditions,
were key external factors undermining
economic activity. Reduced agriculture
and logging production contributed to
the economic decline, reflecting lower de-
mand for commodity exports (mainly log
exports). The fishing sector also shrunk
due to a decrease in fish catch and disrup-
tions from riots. Conversely, the tourism
sector experienced a modest recovery after
borders reopened in mid-2022. The num-
ber of visitors rose from 360 in June to
4,207 in December 2022.
Inflation rose by 5.5 percent in 2022 due to
high global fuel and food import prices, as
well as supply chain disruptions from the
riots. The current account balance wors-
ened further to reach 13.4 percent of GDP
in 2022, driven by a deteriorating trade bal-
ance. Exports, including logging, fish, and
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FIGURE 2 Solomon Islands / Fiscal balance
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agricultural products declined, only partly
offset by a modest increase in tourism re-
ceipts. As a result, foreign reserves fell
from 11.5 months of imports in 2021 to 9.4
months of imports by the end of 2022.
A slowdown in economic activity and a re-
duction in logging revenue caused a 5 per-
cent decrease in overall revenue. Howev-
er, the government managed to contain ex-
penditure growth, despite facing substan-
tial spending demands. As a result, an
overall deficit of 3.5 percent of GDP was
observed in 2022, causing public debt stock
to increase to 18.6 percent of GDP, which is
double the pre-pandemic level.

Outlook

The economy is expected to recover in 2023,
with a projected 2.5 percent growth in real
GDP and 2.4 percent growth in 2024, boost-
ed by the 2023 South Pacific Games. The ser-
vices sector is expected to lead growth, fol-
lowed by the construction sector and in-
creased mining activity, including the ex-
ploitation of the Gold Ridge mine. The pri-
mary sector is expected to decline due to a
decrease in logging activity.
While inflation is expected to ease to 5 per-
cent in 2023 amid cooling energy and food

prices, the forecast is well above the aver-
age inflation experienced during the past
five years (2.7 percent). Despite a mod-
est growth in exports due to a project-
ed recovery in international and domestic
activity, faster import growth is expected
to deteriorate the trade balance. This will
lead to an increase in the current account
deficit to 15.1 percent of GDP. As a re-
sult, official reserves are projected to de-
cline to 9 months of imports in 2023. De-
spite this drop, foreign reserves are pro-
jected to remain above the reserve ade-
quacy range of 3 to 7.5 months assessed
by the IMF.
Revenue is expected to be driven by a
recovery in economic activity and new
policy measures, including reforms to the
tax administration system. Some of these
steps have already been taken (e.g., the
passage of Tax Administration Bill, the in-
troduction of export duty), while others
are expected to be implemented in the
coming years (e.g., VAT Bill). As a result,
domestic revenue is expected to grow
from 22.6 percent of GDP in 2022 to 24.5
percent of GDP in 2024. However, ex-
penditure will continue to exceed revenue
during this period, generating an average
fiscal deficit of 6.3 percent of GDP over
2023-2024. Over this period debt is antic-
ipated to increase to 23 percent of GDP.

Public debt is sustainable and the risk of
public and external risk of debt distress is
moderate, according to the IMF-WB 2022
Debt Sustainability Analysis.
Macroeconomic risks are mostly tilted to
the downside. Continuation and further
escalation of the war in Ukraine may
put continued upward pressure on prices,
which could severely affect the incomes
of poor and vulnerable populations. In
addition, subdued global economic condi-
tions may reduce demand for commodi-
ty exports, in particular demand for logs,
with negative impacts on growth, the cur-
rent account balance, as well as govern-
ment finances.
Solomon Islands remains highly suscep-
tible to climate-related risks. These risks
can have far-reaching consequences, in-
cluding damage to infrastructure and dis-
ruption of key economic sectors such as
agriculture and fishing. The 2024 general
elections increase the risk of political in-
stability and social unrest, accompanied
by economic uncertainty.
On the upside, economic recovery in major
trading partners, including in China, could
lead to stronger demand for Solomon Is-
lands exports. Furthermore, the pace of re-
covery in the tourism sector and increased
participation in regional labor mobility
programs may bring economic benefits.

TABLE 2 Solomon Islands / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.4 -0.6 -4.1 2.5 2.4 3.0

Real GDP growth, at constant factor prices -3.4 -0.6 -4.1 2.5 2.4 3.0
Agriculture -3.8 2.2 -1.8 1.1 0.9 2.3
Industry -3.9 39.1 -3.9 8.5 3.2 3.2
Services -3.0 -11.9 -5.6 1.0 3.1 3.3

Inflation (Consumer Price Index) 3.0 -0.1 5.5 5.0 3.9 3.3

Current Account Balance (% of GDP) -1.6 -5.0 -13.4 -15.1 -12.0 -11.2
Net Foreign Direct Investment Inflow (% of GDP) 0.4 1.5 2.5 2.5 2.5 2.5

Fiscal Balance (% of GDP) -2.4 -4.6 -3.5 -6.4 -6.2 -5.0
Revenues (% of GDP) 33.4 33.6 27.9 28.5 30.6 30.9
Debt (% of GDP) 10.3 13.2 18.6 21.3 23.2 23.3
Primary Balance (% of GDP) -2.3 -4.3 -3.1 -5.9 -5.7 -4.4

GHG emissions growth (mtCO2e) 0.0 0.0 0.0 0.0 0.0 0.0
Energy related GHG emissions (% of total) 0.8 0.8 0.8 0.8 0.8 0.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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