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With its recent Foreign Investment Act starting
to attract investors and a new Government
committed to a sustainable medium-term

fiscal strategy, the Solomon Islands is finally
emerging from its recent troubles.

he Solomon Islands, a collection
of six large volcanic islands and
about 900 small coral atolls in
the Melanesian Pacific, is an
independent member of the
Commonwealth, possesses significant natural
resources and a geography of immense beauty.
In spite of its natural advantages, the
country has had a troubled recent past. Major
social unrest between 1998 and 2003 caused
the advent of the Regional Assistance Mission to the Solomon
Islands (RAMSI), a multinational force that had to be strengthened
in 2006 due to further riots in the capital, Honiara.
While the country’s domestic politics continues to be eventful
(in December 2007, Dr Derek Sikua was proclaimed Prime
Minister after a vote-of-no-confidence in the previous Prime

DERICK AIHARI

Minister, Manasseh Sogavare), the economic emergency is over and
investor confidence is being restored.

CLEAR DIRECTION

‘T am confident in the new Government,’ states John Blake, CEO
for Australian Solomons Gold, a major investor in the mining
sector (see page 15). ‘Sikua has a clear vision of where he wants the
Solomons to be. He has clear tactics to get it there.”

With new elections due in 2010, the Sikua Government has a
relatively short time to make a major impact, but it has committed
itself to a Medium Term Fiscal Strategy (MTFS) until 2013,
and it has the resources and expertise of the major international
finance institutions to draw on in executing improved governance
and economic reform. The International Monetary Fund, Asian
Development Bank and RAMSI are all assisting in this respect,
while the World Bank is due to open an office in Honiara soon.

RECORD GROWTH

In a nutshell, the MTFS has two aims: to improve long-term
government finances and to make the Solomons a more attractive
business destination.

The early signs look promising, with the Central Bank of the
Solomon Islands reporting GDP growth in 2007 of an impressive
10.3%—the highest growth rate in almost two decades. On the
back of greater revenue, the Government is running a surplus,
foreign reserves are increasing and a still-strong GDP growth rate of
6% is forecast for 2008.

REGULATORY REFORM

The 2005 Foreign Investment Act can take some of the credit.
Investment certificates and work permit applications are now
taking less time to process.
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In 2007, the Foreign Investment Division of the Solomons’
Department of Commerce, Industries and Employment received
125 new foreign investment applications with an estimated value of
US$2.79 billion.

‘We're trying to assist foreign investors ... There’s been a lot of
work done in the investment area,” notes Derick Aihari, Director of
the Department’s Foreign Investment Division.

A new Companies Act is expected to be before Parliament
this year. This will make it cheaper, easier and quicker to register
a company in any of the country’s nine provinces, and improve
the enforcement of contracts. A new Trustees Act and Secured
Transactions Act will also give business better access to capital.

‘The Government and all stakeholders are trying to promote
the right environment,” says Tony Makabo, General Manager and
CEO of the Solomons’ National Provident Fund. “There is a sense
of growth and investor confidence.’

SAFE TO CONDUCT BUSINESS
The law and order situation is much improved too.

I think with RAMSI being here,
law and order is okay,” Brian Robb,
General Manager of ANZ Bank’s
Solomons operation told Business
Advantage. ‘The problems are really
isolated.” (ANZ is expanding its own
banking operations in the country—a
sure-fire indicator of improved
business confidence—and recently opened a ‘world-class, state-of-
the art’ branch in Honiara’s Panatina Plaza. Bank South Pacific is

ANZ’S BUSINESS BANKING
CENTRE IN HONIARA

following suit.)

BROADENING THE BASE

There is, however, a major cloud on the horizon for the Solomon
Islands economy, as the MTES itself sets out: ‘the challenge is the
foreseeable decline in economic activity as the country’s natural
forests are depleted by unsustainable logging.” Such is the rate of
anticipated decline for the Solomon’s major export industry, a
budget deficit is predicted for 2009.

While sustainable practices and plantations will alleviate some
of the decline (see page 21), there is no doubt that fast-growing
sectors of the economy—namely mining (see page 15), agriculture
(especially palm oil, copra and cocoa—see page 16), fisheries (see
page 14) and tourism (see page 9)—must take up the reins, and
quickly, if the Solomons is to maintain its economic progress and
provide employment for the rising numbers of school leavers.

The Government is fully behind these industries: from 2009,
5% of new Government revenue will be allocated to further drive
their development.
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“The area where I see the most opportunity is tourism,” offers

Derick Aihari.
UNLOCKING LAND

The difficulty of obtaining land for business purposes remains, in
the words of the MTFS, the ‘greatest barrier to income growth in
the Solomon Islands,” and the complexities of the issues leave even
seasoned business people holding their heads.

Almost all land in the islands is held communally by villages
and clans, with no official records of title. Knowing who one needs
to negotiate with to use a piece of land is therefore very difficult
indeed, and reaching unanimous agreement with all owners even
harder.

The Solomons Government has committed itself to land
recording and registration as a first step to unlocking land for
investment, but everyone agrees the task of land reform will be a
major one.

Another area that has badly needed attention is the nation’s
infrastructure but again there is progress, in part thanks to donor-
funded projects such as roads, wharves and bridges (for more on
infrastructure, see page 18).

HIGH ASPIRATIONS

With the country determined to expand its economic base, and aid
donors providing major assistance in infrastructure and economic
planning, there is every likelihood that the Solomon Islanders

will weather the coming economic storm, just as they coped
courageously with the April 2007 tsunami.

‘One thing that is a positive is the close relationship between the
Solomons and Australia and New Zealand, through RAMSI,” notes
ANZ’s Brian Robb. ‘Donor aid will help stimulate a lot of activity.
The aspirations are very high.’

‘I don’t think there will be a decline. I think there will be a status
quo,” opines Wayne E Morris, Partner at accounting firm Morris &
Sojnocki. “The economy is tracking reasonably well.” m

THE SOLOMON ISLANDS IN BRIEF

Area 28,450 sq km  Inflation

10% (2006/7)  Major import Australia (25.8%)

Population 566,000 Exchange rate

markets Singapore (25.3%)

SBD$1.00

Capital city Honiara (c. 50,000)

Official languages Pijin, English

(Solomon Island dollar)
= A$0.15/US$0.14

China (40.7%)

South Korea (13.2%)
Thailand (6.9%)
Japan (6.3%)
Philippines (4.5%)

Major export

New Zealand (4.6%)
Fiji (4.2%)
Papua New Guinea (4.1%)

Head of State

Nathaniel Waena
(Governor-General)

Head of Government
The Hon. Derek Sikua

People Melanesian 95%,  markets
Polynesian, Micronesian
& Chinese
Real GDP US$378 million/

Italy (4.1%) (Prime Minister)

A$405 million (IMF 2007)
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PROVIDENT FUND MAKES LONG-TERM INVESTMENTS IN SOLOMONS

When oil company Shell put its Pacific operations up for
sale in 2006, there were concerns that the Solomons’
access to fuel could be compromised.

While French company Total took over many of Shell’s
Pacific assets, in the Solomons they were purchased by the
Solomon Islands National Provident Fund (NPF) and local
company GRP & Associates, and became a new entity,
South Pacific Oil.

This investment, together with its large stake in Our Telekom
and Bank South Pacific (which now has a branch in the
Solomons), has made NPF a major player in the Solomon
Islands economy and a potentially strong local partner for
international investors.

‘We are looking for other opportunities. We would love to
participate in the economic and social development of this
country,” explains NPF’s General Manager and CEO Tony
Makabo.

With every wage earner in the Solomons a contributor to
the fund, and also a beneficiary, NPF has a responsibility
to pursue projects that will deliver long-term benefits. It
is currently investing heavily in executive apartments in
Honiara and commercial real estate, and is planning to
expand into housing. The acquisition of the Government-
owned Home Finance Ltd is also planned.

Tony Makabo identifies another area of interest as tourism,
especially the hotel sector.
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OUR SPECIALIST BUSINESS SERVICES INCLUDE:

- Over 60 IT professionals from a variety of different ICT
disciplines and experience.

- Our team is backed by the world-wide resource of partners
such as Hewlett Packard, Fuji Xerox, Intel and Microsoft.

- Qualified personnel who manage the installation, support
and troubleshooting requirements of any (LAN/WAN)
network.

- Specialise in the delivery and support of a wide range of
cost effective custom and packaged software solutions.

- Qualified trainers from PNG and overseas. IT specialist
courses, Professional Development, and Application Training
available

PORT MORESBY LAE SOLOMON ISLANDS

P + 675 302 2200 P + 675 472 8449 P + 677 25100

Email: sales@daltron.com.pg
Website: www@daltron.com.pg

‘Tourism is an interesting area that needs to be developed,’
he states. ‘It is part of our investment strategy ... If
investors came with an attractive proposal we would
consider it.’
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NEW EXECUTIVE APARTMENTS IN HONIARA ARE PART OF
NPF’S LONG-TERM INVESTMENT STRATEGY.

MELANESIAN NEIGHBOURS

SPEARHEAD GROWTH

The much-improved outlook in the Solomon Islands,
combined with a resource-driven boom in nearby Papua
New Guinea, has caused a rush of PNG investment to its
smaller neighbour.

For geographical, cultural and linguistic reasons, the two
Melanesian countries have always had close ties, and
major PNG companies like Kramer Group, KK Kingston
and Bishop Brothers have been established in the
Solomons for years.

But in the past three years the level of interest from PNG
has really taken off, with the advent of several high-
profile PNG investors, including Bank South Pacific,
New Britain Palm Qil Limited, Credit Corporation

and Daltron. Even the landmark Heritage Park Hotel

in Honiara (see page 10) is being financed by PNG
investors, including heavyweight superannuation fund
NASFUND. NASFUND’s joint CEO Rod Mitchell told
Business Advantage that ‘the opportunity was simply too
good to miss.’
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CASE STUDY: BANK SOUTH PACIFIC BOOSTS BANKING SECTOR

The expansion of the country’s
financial services sector is another
positive sign that the Solomon
Islands economy is strengthening.

The most visible example is Bank
South Pacific Solomon Islands, an
entity that emerged following the
takeover of The National Bank of the
Solomon Islands last year.

BANK SOUTH PACIFIC’S
MARK CORCORAN The bank, which has eight branches
and a further eight agencies throughout the Solomons, is
now run as part of the Papua New Guinea-based Bank South
Pacific (BSP)—which operates across PNG, the Solomons,
Fiji and Niue. The Solomons’ National Provident Fund is a
significant shareholder.

‘The major change is the change of name,” explains Mark
Corcoran, BSP’s Country Manager in the Solomons. ‘We

are looking at other significant changes as well. The most
significant will be the introduction of ATMs and EFTPOS.
There are advantages to having a much bigger bank behind us
as we now have their expertise to draw on. We’ve had many of
our people going to PNG for training as well many senior staff
coming here to assist with training and the implementation of
BSP processes and procedures.’

With the greater scale offered as a member of the BSP
network, BSP Solomon Islands is well-placed to compete
with the other two major banks in the Solomons, Australia’s
ANZ and Westpac.

‘T see a robust future. There are lots of businesses that
are really going ahead,” enthuses Corcoran. ‘I see some of
our clients producing world-class products and services ...
There’s some stability now, and the new Government has
been in for a little while, performing well and providing a
platform for businesses to grow and prosper.’

THE HUMAN RESOURCES CHALLENGE

The global skills shortage is not confined to developed
economies. Limited training opportunities, an influx of
donor agencies and a rebounding local economy make
human resources a major headache for many companies
operating in the Solomon Islands.

‘After the tsunami and earthquake struck in April 2007,
the province’s limited skilled labour was sucked up by the
rebuilding efforts in neighbouring islands,’ notes Simon
Le Gassicke, CEO of Kolombangara Forest Products Ltd,
a forestry operation with a remote location in Western
Province.

On the positive side, there is a consensus among foreign
operators that Solomon Islanders certainly don’t lack
enthusiasm as workers.

‘When I arrived here recently I was worried that Solomon
Islanders may have a rather laid-back attitude,” says Ritesh
Dass, General Manager of Solomon Islands Tobacco. ‘But

I have been really impressed by the professionalism I have
found at this company.”

ANZ Solomon Islands has one local employee who has been
with them for over 30 years and, like many other foreign
companies operating in the Solomons, utilises the resources

of its parent company to assist in the training of local staff.

Local and international employers have also welcomed

the recent creation of a specialist recruitment company

in the Solomons, Pasifiki Services Ltd, just launched by
Bob Pollard, known to many as the local representative for
both Australian Business Volunteers and the Enterprise
Challenge Fund.
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INVESTING IN A GOLDEN FUTURE FOR THE SOLOMON [SLANDS

ASG

AUSTRALIAN SOLOMONS GOLD LIMITED

Australian Solomons Gold Limited

(Tsx: 5GA) will soon be putting their Gold
Ridge project back into production.
Highlights of this exciting project of
national significance include:

Local employment opportunities

and training programs. Ground Floor, 60 Kingsford Smith

Drive, Albion Qld, AUSTRALIA 4010

Telephone +61 7 3624 9000
Facsimile +61 7 3862 1100

admin@solomonsgold.com.au

Churivunga Mineralised Zone
(CMZ) indicates promising
expansion opportunities.

Community building and
infrastructure development an

ongoing important investment. WWW.SOLOMONSGOLD.COM.AU






