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I. In t roduct ion  and Summary 

During t h e  19701, Solomon Irlands  recorded  an  annubi  average  growth 
ce of  about 8 per   cen t ;   however ,   in  1980, GDP a t  c o n r t a n t   f a c t o r   c o a t  
, l ined by 5.3 per cent. A r h a r p   d e t e r i o r a t i o n   i n   t h e  termr of   t rade 

compounded  by  a f a l l  i n  copra and f i r h   o u t p u t   a d v e r r r l y   a f f e c t a d   t h e  
p r o f i t  porition of bus ine r re s ,  and thio,   coupled  with  uncertain  export  
prospects,   curtailed  the  growth of new pr iva te   invr r tment .  The p & t t a r n  
of economic  development  remained  broudly  the rame i n  1981;  although  out- 
put of mort  major  commoditiar  revived  due  to  favorable  production  condi- 
t i ons ,  real operat ing  rurplures   of   businorear  and hourrholdr  continued 
to   dec l ine  on account of f u r t h e r   d e t e r i o r a t i o n   i n   t h e  termr of t r ade .  
Real CDP grew by lea8  than 1 per   cant   during  the  year .   Avai lable   indi-  
cators   suggest   that   investment  i n  1981 wae we11 below t h e  levr l r  of 
recent ycsre. In 1982,   external   dmand  cont inurs  to  bo weak and the  
terms of   t rade is  expec ted   t o   de t e r io ra t e   fu r the r .   P r r l imina ry  rrtimatrr 
suggest  that  rea l  CDP will dec l ine  by 4 pat   cen t .  

The rate of i n f l a t i o n   6 1 0 m d   t o  14.6 per  cent i n  1981 from 15.9  per 
cen t   i n  1980,  due  mainly  to a lower rate of   increare   in   ex te rna l  pricrr. 
In   the  f i rs t   half   of   1982,   conrumar  pr icer   incraarrd a t  an  annual rate 
of s l i g h t l y  less than   14   pe r   cen t ,   r a f l ec t ing   i n   pa r t  a rharp  increare 
in   import   dut ies  a t  the  beginning of the   year .  Wata re t t lementr   averaged 
10  to   12  per   cent   during 1980-82. Formal employment t o m  by 7 per cent  
i n  1981. 

Fiscal  developmcntr  in  1981 vere cha rac t e r i r ed  by a rapid  growth of 
dwee t i c   r evenues  and recurrent   expendi turea and by d e c l i n e r   i n   c a p i t a l   o u t -  
laye and fore ign   gran ts .  Oomestic revenues rose by 34 p e r   c e n t ,   r e f l e c t i n g  
large  increases   in   revenues from  import  dutfee and  income taxer. Current 
expenditures  increased by 33 per   cent   due p a r t l y  t o  an incraara   in   expaneor  
r e l a t i n g   t o   t h e   a d m i n i s t r a t i o n   o f   l o c a l  goverrrmente. Delayr i n  projec t  
formulation add execut ion   cont r ibu ted  to  a f a l l  i n  c a p i t a l  outlaym  and 
a l so   t o  a reduct ion   in   fore ign   graa t r .   Ref lec t ing   &here   deve lopment r ,  
t he   ove ra l l   budge t   de f i c i t  expanded from 2.8 per cent  of GDP i n  1980 LO 
6.8 pe r   cen t ,   w i th   t he   i nc reaee   i n   t he   de f i c i t  ~ ~ 8 t l y  financed  through 
greater  recourse  to  domestic  borrowing. 

In  1982, t h e   o v e r a l l   b u d g e t   d e f i c i t  is expected  to expand f u r t h e r   t o  
7.3 per   cea t   o f  CSDP, mainly a s  a r e s u l t  o f   s t agna t ion   i n  the grobth of 
total   revenue8  and  grantu.  me r evenue   s t r a t egy   i n   t he   o r ig ina l   budge t  
was t o  incraame domestic  revenues by 17  per   cent  over 1981,  largely  on 
the  b a s i r  of a 44 per   cent  rise i n  revenuee  from import du t i e s .  During 
t h ?  f i r s t   h a l f  of t h e  year, t he   i nc rease  i n  import duty  revenues was below 
expectatione  because of a d e c l i n e   i n  import volume,  and to ta l   domest ic  
revenue8 are now expected t o  increase  by 7 per   cen t  for the  year.   Current 
expenditures are e x p c t e d   t o   i n c r e a s e  by 11 per   cen t ,  w h i l e  continued 
de laye   in   p ro jec t   formula t ion  and execut ion   a re   expec ted   to   cons t ra in  
the  growth  of   capi ta l   out lays  and ne t   l ending  to about 6 per cent .  
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Moaatary rad credi t   dava lopmant r   dur ina  1981-82 r a i l a c t a d   t h a  arorion 
i n   a x p o r t   p r o f i t a b i l i t y  and rho   unca r t a in   bu r ina r r   c l ima ta .  Broad money 
f a l l  by   16   par   can t  ar dapra r rad  alrport aarninam  and  tha  r lu88iah aconomy 
lad a n t a r p r i r a r  t o  l i q u i d a t a  a laraa por t ion  of t h a i r  tiar d a p o a i t r   w i t h  
t h e   b a n k l w   r y r t a a   t o  aaka f o t a i a n  paymanta. I n   a d d i t i o n   t o   d a p l a t i n l  
daporitm, roma a n t a r p r i r a r  a100 turnad  t o  t h a   b r l k i n g  myatam to  borrow 
fundr   fo r  uorkiw c a p i t a l .   P a r t l y  a8 a rarult  of t h i r ,   t o t a l   d o m a r t i c  
c r a d i t  roam by 2 1  par  cant of t h o  rtock of broad monay, u i t h   o v a r   h a l f  
of t h a   c r r d i t  axpanoion in t h a   p r i v a t a   r o c t o r e  Duriw t h a   f l r r t   h a l f  of 
1982,  tha rima i n  t o t a l  d o m a r t i c   c r a d i t  var aqu iva lan t  to about  11 par 
can t   o f   t ha   r t ock  of broad  aonay a t  and-1911,  with alocrk a l l  of   tha  
c r a d i t  axpanmion f i n a n c i t u   r a v a n w   r h o r t f r l l a  i n  t h a  aovarmant budaat .  
Broad monay toma by 10 p a r  cant d u r i n l   t h a   f i r r t   h a l f ,   m a i n l y   t e f l a c t i n a  
a fur thar   incraama i n  tjaa dapoa i t a   ha ld  by tha   Nat iona l   Provldant  Fuud 
(WP) 

Tha balanca of paymantr p o r i t i o n  raaa inad  uaak i n  1911, d w  m a i n l y  t o  
a 19 pat cant d a t a t i o r r t i o n  i n  t h a  tamr of trada. Tha voluma of arrportr 
fora by about  10 por cant uhilm t h a t  of impertr v i r t u a l l y   r t a l ( n a t a d .  CI. 
a r a r u l t ,   t h a   c u r r a n t   a c c o u n t   d a f i c i t   w i d a n a d  from 8011 9 * 3  million (8.5 pot 
cant   of  CDP) i n   1 9 8 0  t o  8DR 17 .2  m i l l i o n  (12.4 par cent) .   Al thouah  tha 
c a p i t a l   i n f l o w   r o r e   r u b r t a n t i a l l y   d u a   t o   a n  imtaara i n   p r i v a t a  borrowlry, 
thm o v o r a l l   d a f i c i t   n a a t l y   d o u b l a d  t o  SDR 10.3 m i l l i o n ,  which , AI f inancad 
by a drawdown o f   i n t a r n a t i o n a l  ramervar and a Eurocurrency  loan. The 
pmttmrn of   balanca of paymanta  davalopmantr ham r6 Itad broad ly   t he  orma 
i n  1982;  the tamr of trada ara pro jac t ad  t o  dmt a f u t t h a r  by 6 par 
c a n t .  The voluma of axpartm i r  axpac tad   to  rtat h i l m  t h a t   o f  importr 
i r  t o   d a c l i n a   c o n r i d a r a b l y  dum t o  tha  mlusgirl lnt   the aconomye Iu 
the   va lua   o f  importr i r  p r o j a c t a d   t o   d a c l i n a  mora rrmn  tha: of arrporta, 
t he  t t a d a   d e f i c i t  is axpactad t o  ba rmallar. With tha  radutmd  t rade 
d a f i c i t ,  a m o d a r t   r u d u c t i o n   i n   t h e   c u r r a n t   a c c o u n t   d a f i c l t  ttl SDR 16.9 m i l -  
l i o n  (12 .1  par   cen t  of GDP) i r  p r o j a c t a d   f o r  1982. Nat c a p i t d   i n f l o n  
are e m t i m a t a d   t o   i n c r a a r a   r l i a h t l y ,   r a i l a c t i n s  tha in f low of l o a n r   f o r  
development  project. "ha o v a r a l l   d a f  i c i t  10 axpactad t o  d a c l i n a   t o  
SDR 7.2 m i l l i o n .  

A r  moat of a x t a r n a l   p u b l i c   d e b t  i r  on highly   concer r iona l   t a rmr ,  
dabt  r ~ r v i c s  paymantr h a w  b a m   n r g l i g i b l a   i n  recant yearm. In   1981,  
the Government con t rac t ed  I t r  f i r r t   r y n d i c a t a d   l o a n   o f  US920 m i l l i o n  i n  
t h a  Eurodol la r  market. The dab t  0 8 ~ 1 ~ .  r a t i o  war 1 par cant   in   1981 
and is projec ted  to rime t o   a b o u t  5 par   cen t   du r ing  1983-87 vhmn the  
grace period on the Eurodo l l a r   l oan  expire.. A t  t h a  and of Juna  1982, 
groee  internat ional   remerves  amounted  to  SDR 29.0 m i l l i o n ,   a q u i v a l e n t  
t o  about f i v e  month. of e r t i m a t e d  importr. Such reeetvee  are projac tad  
t o  d e c l i n e  by t h e  end of t h e  y e a r   t o  SDR 20.0 m i l l i o n ,   e q u i v a l e n t   t o  
l e e 8  than  four  monthe of importr. 

During the period from March 1981 t o  the  early part of AugUOt 1982, 
t he  Solomon Islandm dol la r  was pegsad  to a aett lement-weighted  currency 
baeket  dominated  by the U.S.  d o l l a r .  The tradc-weighted t e a l  effective 
exchange ra te  Index h a d ,  however, r i s e n  by March 1982 to  a level about 
9 per cen t   h ighe r   t han  t h e  l e v e l  of February  1981, when the Solomon I s l a n d 8  
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work r t o p p q a  on on. of t h o  major p lan ta t ion r ,   p roduc t ion   r av ivad   i n   1981  
and  rrachod an a11 ti- h iah  of 34,000 a a t r l c  tonr, d e r p l t a  a c o n t i n u i w  
dac l ina  i n  axpart and domaotic   buyiru  pr lcar   (Tabla  2 ) .  'ha parvorra 
movamantr batwoan  production and p r i c e  of c o p r a   r a i l a c t a d   t h o   r r r u l t r  of 
r u b r t a n t i a l   r a p l a n t i n g  of coconu t   t r aa r  by r ~ . l l h o l d a t r   t h r a a   t o   f i v a  
yaarr a80 and a t tomptr  by producarr to  maintain incoma lava10 i n  t ha  
f rca  of d r c l i n i w   p r i c a r   ( C h a r t  1). In 1981,   tha   rhr ra  of rma l lho ld r r r  
i n  t o t a l   p roduc t ion  of copra   cont inuod  to   incraara  and raachad 70.4 par 
can t  ar a conraquanca of improvamantr i n   c o l l o c t i o n  of copra from t h r  
o u t a t   l r l a n d r  I n  1982,  copra  product ion 10 axpactad t o  incraara by 
2.7 par   cant .   Conridarablm  potanrial  a11irtr i n  lncraar in8   product ion  
thtouah improvrd c o l l a c t i o n  of copra and i n   a x p l o i t l r y   t h o  numbat of 
poarlbla  by-produotr of coconut. 

Tho Copra Board har a monopoly  ovor  bu)lw  and  aarkatlng  aopra.  To 
incrrara c o l l a c t l o n  of  copra from t h o   o u t a t   l r l r n d r ,  tho board har a a t a b  
l i r h a d   t h r a a   c o l l a c t l o n   p o l n t r  mar. copra  i o  8r.ded and packad for axport. 
8inca h b r u a r y  1980,  tho Board buyr  copra from a11 producrrr  a t  a p r i c r  
coaparad of a uniform  baric prlca and a v a r i a b l a   f r a l u h t   r q w l l r a t i o n  
camponant# To d a t o m i n r   t h a   l a t t o r ,   t h e  country i r  d i v i d d  into four  
d l f   f a r a n t   r o n a r ,  and f t a i l h t   c a p m n r a t i o n  i o  pa id   t o   p roduc r r r   i n  aach 
lono on t h a  b a r i r   o f  t h a  avara8a  coot  of t r a n r p o r t a t i o n  and d i r t a n c a  
from tho naarart c o l l o c t l o n   p o i n t .   C o l l e c t i o n  of copra  from t h a   o u t a t  
i r landr   har   barn   fur thar   rnhancad  by lmprovod l n t a r - i r l a n d   r h l p p i a  
f a c i l i t i a r .  

I n  o a t t i -  l t r  d m a r t i c   b u y i q   p r i c a ,  t h a  Copra Board aim. a t  pro- 
v i d i w   p r o d u c a r r  w l t h  a r r l a t i v n l y  mora r t r b l a  prica than   tho   ona   ax i r t -  
ing i n  t h a   i n t a r n a t i o n a l  markat. ?or l t r  pt ica  rupport   pro#raa,  tha 
Board accumulatar raaarvar d u r i q   t i r a r  of p r l c a  buoyancy i n  tho  world 
aa rko t  and u r a r  tham whan world markat p r l c r r  ara daprar rad  t o  provlda 
pr ica   rupport  t o  domamtic  producarr.l/ hriw 1981-82, wlth tha  .harp 

I 

11 Tha d m r r t i c   b u y i n g  prlcr i o  datrrminad  on  tha bar10 05 tha London 
c.T.f. axport  prica ad ju r t ad  for f r a l u h t  and 0 t h ;  coot .  For axampla, 
i n  June 1982, thm domamtic buyin8  pr lca  war highar   than thm n a t  r a c a i p t  
of tha  Copra Board t 

( I n  U.8.  d o l l a r r  par mrtrlc ton )  

London c . i  I axport  p r  ica 315 
Fre ight  70 
Fixad c o l t  of C o p 8  Board 2 0  
Shrinkaga 5 par c a n t ,  brokeraga 

1 / 2  per c e n t  of fob v a l u r   1 3  
Net t a c a i p t a  of Copra Board m 
Domestic buying price m 

payman t 35 
Baric buying price m 
Impl ic i t  price ruppa t t  37 

Of which: avaraga t r a i g h t   a q u a l i t a t i o n  
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Tabla 2. llalaoa I r landrt  Copra Production and Pricar, 1977-82 

Urlu tad  Product  ion Pricrr (818 par mrtric ton) 
( '000 matr ic   tom)  Copra Board tl 

8rallholdat h y i ~  Prica Pjlpor t 
hall- Sbrr  Incl  ~ Irmilht Unit 
holdar Plantation  Total  (par cant) Paymrnt V.lurP/ 

1977 18.1 11 .1 29.2 62 * O  19 1 297 

1976 1 7  a 6  9.9 27 a 5  64 e 1  233 301 

1979 23.1 10.5 33.6 68.9 332 494 

1980 20.5 8.7 29 e 2  70.1 318 383 

19a1 23.7 10 .o 33.7 70.4 275 255 

Sourc r r r   S t r t i r t i c r  Offica, S t a t i r t i c a l   B u l l r t i n ,  No. 5/82; and data  provided by 
Solomon I r l andr   au tho r i t i r r .  

1/ Avaraga pricr for f i r r t  gtrda copra, including t h r  avrrrgr frriaht a q u l i r a t i o n  
p+nt . 
I 2 /  Export un i t   v r lur  rrflrctr  t h r  1.0.B. Honiara rxport  pricr. 
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1979 1980 1911 1982 
Brtiutm Projmctioru 

Currant account balance 

Memo f andun i e emm : 
Cornerrion r a t a  - SI$ par 9DR 

A v a  r8ga 
End of period 

Cur rent & C C O U ~  t balanca 
(am par cant of GDP) 

1 e 0 3  1 a09 
1 a 0 3  .. . 
18.5 20.0 

3.7 3.7 

Sourcar: Data provided by the  Solopon Xslandr Monetary Authority; and a t a f f  

l /  Include. v a l u a t i o n  adjurtP.nt. I /  Include8 Caatral Govmrumat. 

.etimatar. 
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Balanca  of  papraontr  davalopmantr i n  1982 have baan  character ized by 
c o n t i n u i w   d a t a r i o r a t i o n   i n   p r i c a r  'or mort major  mxporto  and a rha rp  
f a l l   i n  importo  rtamning from t h a  riu~~imhnarr of the economy. Projec- 
t i o r r r   fo r   t he  yaar indicate raullar d a f i c i t   o n   t h e   t r a d a   b a l a n c e ,  10 
cha  valua of lmportr i r  p r o j e c t a d   t o   d a c l i n a  mora t h a n   t h a t  of axportr. 
With tha  raducad t r d a  d a f i c i t ,  a r o d r r t   r r d u c t i o n   i n  tha cur ran t   account  
drficit t o  SDR 16*9 m i l l i o n  (12.1 por   can t  of CDP) i o  p r o j e c t a d ,   d a r p i t s  
a d a c r o a r a   i n   i n f l o n  of o f f i c ~ a l  t r a n r f a r o .  Nmt capital i n f l o w  ara 
p r o j e c t a d   t o  incraara r l i g h t l y ,   r 8 f l e c t i n g  mainly the   in f low  of   loanr  
for   davalopmant   projactr .  The o v a r a l l   d e f i c i t  i o  projmctad   to   dec l ine  to  
SOR 7 * 2  million. 

2. Marchandire trade 

In 1981, export o r r n i w r   r t a g n a t a d  10 tha f a l l  i n  a x p o r t   p r i c e r  
compla ta ly   o f f ro t   tha  10 pa r   can t  incraaoe i n  voltma. Lowar price. 
affrctad moat pr inc ipa l   . I tpor t   comwdi t i ra - - t imber ,   f i rh ,  and copra-- 
which cmprirad 73 par cant of to ta l  axportr. Tha r h a r p a r t  price d a c l i n a r  
occur rod   in   copra  and timber, t h a  expor t  u n t t  vrtuar of which wera ( l u  
SDR t a r m r )   l o m r   t h a n   i n  1960 by 19 par cant   and   15  par c a n t ,   r a r p e c t l v a l y  
(Appandix Tabla XXX) . Timbmr a x p o r t r   r o r o  by 22 par c a n t   i n  volume to  
ovar 300,000 cubic   matorr  for t h a   f i r r t   t h o ,   p r o v i d i n g   t h a  main volumo 
u p l i f t   i n   t h a   a x p o r t   r o c t o r .  Tha volumr  of f i r h   a x p o r t r  roo. by 10 p a t  
c a n t ,   r e f l e c t i n g   p a r t l y   t h o   a d d i t i o n  of a naw boat t o   t h a   f l r h i n p   f l e e t .  
However , the world rparkat f o r  f irh bacama incraar lngly   unf8vorabla   dur ina  
1981 d m  t o  t ha  v i c t u a l   c l o r u r a  of tha  North American  market t o  import. 
of tuna. The voluma of   cop ra   axpor t r   r aminad   conr t an t   du r ind  1979-81, 
a i d a d   p a r t l y  by price rupport   providad by tha  Copra  Board t o  domartic 
producere. The Cavarnmant  ruepandad  the  export  duty  on copra i n  1981. 
The volume of palm o i l   a x p o r t r  vao a100 unchanged ao e x i r t i n g  project. 
matured  and  product ion  r tabi l i rad.  Among othar export  cammodltiar, the  
volume of cocoa  exparto  continuod  to  expand in  1981  whi le   r ice  export. 
f e l l  am product ion  laveled  off   and largaly met t h e  domartic market need; 
r i r t n g  comta related t o   p a r t   c o n t r o l  and a r h a r p   f a l l   i n   w o r l d   p r i c e r  of 
ricm were tho major f ac to r .   con t t iku t ing   t o  t h i a  development. 

The expor t   e t ruc tu re  of Solomon I s l ands   con t inued   t o  be dominated 
by four  major  commoditiao--fi~h, timber, copra, and palm oil--vhich 
accounted for 90  per   cent  of t o t a l  exports i n  1981 (Chart 4). During 
1979-81, m a i n l y   r e f l e c t i n g   t h e   n e a r l y   h a l v i n g  of copra  prices i n  the  
world market, t he   r e l a t ive   impor t ance  of copra   i n   t o t a l   expor t s   dec l ined ,  
while t h a t  of t imber   increaeed   a lmost   equipropor t iona te ly .   In  tecent 
years ,  cocoa h a s  i n c r e a s i n g l y  become an  important foreign exchange  earner. 

In  1981, import payments  roue  by 13 per c e n t ,   r e f l e c t i n g  mainly t h e  
a u b e t a n t i a l   r i s e  i n  petroleum  importo  smeociated w i t h  expanded  logging 
and f ishing  operat ione  (Appendix Tables  XXII and XXIII). I n  contrast ,  
most m a j o r  c a t e g o r i e e  crf nonpettoleum  imports d e c l i n e d  in volume terms- 
I n  p a r t i c u l a r ,   t h e r e  wae a marked slowing down in import8 of coneumer 
goods due to reduced real Incomes  and t h e  a v a i l a b i l i t y  of locally-grown 
rice a t  competi t ive prices. Food import, dec l ined  by about  9 per cen t  
i n  volume. Imports of machinery  and  tranopott   equipment  also  declined 
c o n e i d e r a b l y ,   r e f l e c t i n g  the elowdown i n  i nvea tmen t   ac t iv i ty .  



The canpoei t ion  of   import .  ham changed  romawhat i n   r e c e n t   y e a r s .  
With increaming r e l f - su f f i c i ency   i n   food ,   food   Impor t8   dec l ined   f rom 
16 p e r  cent t o  11 p a r   c e n t  of t o t a l   i m p o r t s   b e t w e e n  1977-81. During 
t h e  aame per iod ,   pe t ro leum import. roee from 1 4   p e r   c e n t  to 23 p a r   c a n t  
o f   t o t a l   impar t r .   Manufac tu red   ~oodm,   i nc lud ing   mach ine ry   and   t r anmpor t  
equipment,   continued  to  ccm~prime the  b u l k  of importe, a c c o u n t i n g   f o r  
60 p e t   c e n t  of t h e  t o t a l   i n  1981. 

In 1982, t o t a l  export earning. are p r o j e c t e d  t o  d e c l i n e   b y  5 p e r  
c a n t ,   r e f l e c t i n g  a c o n t i n u a d   d e c l i n a  i n  mu8t export p r i c e s  and   e tagnaa t  
voluma. During the  f i r r t   h a l f   o f   t h e   y e a r ,  pricer plummeted f o r   f r a s h  
and frotan timh d u a   t o  axcemm i n v e n t o r l e a   i n   t h e   N o r t h   A m e r i c a n  market, 
and f o r  p a l m  o i l ,  a r  M a l a y s i a   ( t h e   w o t l d ' r   m a j o r   e x p o r t a r )  iacrmamed 
it8 expor t   vo luae   rubmtan t i a l ly .   Copra   p r i ce8   a l so   r ema ined  weak. Only  
t imber  pricem appaarad   to   be  racovering f rom  tha  low level8 of  1981. 
Unlike i n   t h e   p r e v i o u s   y e a r ,  t h e  volume of mrportr I8 not e x p e c t e d   t o  
increama i n  1982 ,   r e f l ec t ing   ma in ly  th r  e u b m t r a t i a l   d a c l i n o  in fimh 
e x p a r t s   a n d   t h e   c o n t i n u a d   r t a g n a t i o n  i n  copra  export.. However, growth 
i n   t h 8  voluma of palm o i l  expnrtm i m  p r o j e c t a d  to  remain etrong, am a 
r e r u l t   o f   i n c r r a r a d  y i e l d 8  from a new p o l l i n a t i o n   t e c h n i q u r .  Timber 
mrportr arm alro f o r e c a e t   t o   i n c r e a m e   m l i g h t l y   t o w a r d  the medium-term 
tar8et of ~OO,OOO 1 3 .  

Import  paymentr are p r o j e c t e d   t o   d e c l i n e  by 6 p e r   c e n t   i n  1982  due 
t o  a p r o j e c t e d   f a l l   i n   i m p o r t  volume  etamming  from cont inued   r luggimhncas  
i n  economic a c t i v i t y   a n d  reduced real i n c o m e e .   I n   t h e   f i r e t   q u a r t e r  of 
1982, import paymenta were 17 per cen t   be low the  l e v e l  of t h e  correrpond-  
ing  period  in  1981.  However,  import8 are p r o j e c t e d   t o   i n c r e a s e  somewhat 
d u r i n g  the  remainder  of the year, r e f l e c t i n g   r e p l e n i s h m e n t   o f   d e p l e t e d  
etocke  and  lumpineea i n  import   paymenta  occurr ing  toward the end of the  
year.   Import  prices are p r o j e c t e d   t o   i n c r e a u c   o n l y  by 1 per  c e n t  ae o i l  
price. are foracamt to r t a b i l i e e  and n o n - o i l   p r i c e s  from i n d u n t r i a l  
p a r t n e r   c o u n t r t e e  are p r o j e c t e d  t o  d e c l i n e .  

Solomon I u l a n d s '  major export markets i n  1981 were Japan  (37 per 
c e n t ) ,  t h e  United  State. ,   including  American Samoa a n d   T r u e t   T e r r i t o r i e s  
( 2 4  p e r   c e n t ) ,  t h e  United Kingdam ( 1 2  p e r   c e n t ) ,  and t h e  Nether landa  
( 1 2  par   cent)   (Appendix  Table  X X I V ) .  I n  recent yeare, the share of t o t e 1  
export. to  Japan  and t h e   U n i t e d   S t a t s e   h a s   i n c r e a r e d ,  while t h a t   t o   t h e  
n e i g h b o r i n g   P a c i f i c   i r l a n d   c o u n t r i s e   a n d   t o  countries of the   European 
Economic Community d e c l i n e d .   A u e t r a l i a   c o n t i n u e d   t o  be t h e   m a j o r   s o u r c e  
of importo, accoun t ing  for about  2 8  per c e n t  of the t o t a l  (Appendix 
Table  XXV). Singapore  ha8  beccme an i n c r e a s i n g l y   i m p o r t a n t   s u p p l i e r  
of importe.  The shares of importe from Singapore, Japan ,  New Zealad ,  
and the   Uni ted  Kingdom were 22 p e r  cent, 1 5   p e r   c e n t ,  9 p e r   c e n t ,  and 
8 per c e n t ,   r e e p e c t i v c l y .  

3. S e r v i c e s ,   t r a n a f e r a ,  c a p i t a l  oovcmente,  and r e s e r v e e  

The def i c i t  i n  t h e  eervicer account  remained  unchanged  in  1981 ea 
t h e  rlsing c o a t 8  of f re ight  and   i nourance   and   cha r t e r ing   o f   f l eh ing  boat8 
were o f f e e t  by a d e c l i n e  i n  outward remittances of div idends  and i n t e r e e t ,  
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d u e   t o   r o d u c d   p r o f i t a b i l i t y   i n  t h e  a g r i c u l t u r e  and timber e n t e r p r i s e s .  
Tranaferm  almo  remained  unchanged from t he   1980   l eve l .  Net inf lows  of 
nonmonetary   cap i ta l   rore ,  due t o  i nc rea red   p r iva t e   bo r rav ing   ma in ly  by t h e  
t imber industry. However, d i r e c t   p r i v a t e   i n v e m t n a n t   v i r t u a l l y   c e a r e d  
i n  1981, r e f l e c t i n g   u n c e r t a i n t y   o v e r   t h e  medium-term o u t l o o k   f o r  exports. 

In 1 9 8 1 ,   t h e   o v e r a l l  payments def i c i t  of SDR 10.5  m i l l i o n  was f inanced ,  
i n  ro-ably equal propor t iono ,  by a d e c l i n e   i n   r e s e r v e s  and a drawdown of 
SDP 4.3 m i l l i o n  (US$5 m i l l i o n )  from an Eurodo l l a r   l oan  of US$20 m i l l i o n .  
Gromm o f f i c i 8 1  remewem, Inc lud ing   t he   ne t   fo re ign   pos i t i on   o f   commerc ia l  
b a d h  and o m a l l  averreao working balancee  of t h e  Government, d e c l f n d  
by SDR 4 . 7  m i l l i o n   t o  SDR 18.5 m i l l i o n ,   t h e   e q u i v a l e n t  of 3.3 month8 
of Loapartr (Appendix T a b l e  X X V I ) .  

Iu 1982, n e t  mervice p a p e n t 8  are f o r m c a r t   t o   d e c l i n a ,  owiag maialy 
to reduced  remittancem of p r o f i t s  and  dividendo a8 t he   f i nanc ia l   pe r fo rmance  
of the   export ing  aector   weakens  and  payments   for  uoe o f   t h e   f i a h i n g  f lee t  
d e c l i n r   d u e   t o  a ohortenad fimhing s e a r o n .   I n f l o w s   o f   o f f i c i a l   t r a a m f e r e  
a r e  almo p r o j e c t e d   t o   d e c l i n e ,   r e f l e c t i n g   p a r t l y   t h e   t e r m i n a t i o n  of grautm 
from t h e  United Kingdom and p a r t l y   t h e   d e c l i n e  i n  t h e  number of ptojectr 
for whlch g r a n t   f i n a n c i n g  i r  a v a i l a b l e .  Net c a p i t a l   i n f l o w  are p ro jec t ed  
to increarc e l i g h t l y ,   m a i n l y  ar a r e s u l t  of disbursamentm  for  development 
p r o j e c t s .  The p r o j e c t e d   o v e r a l l   d e f i c i t  of SDR 7.2 m i l l i o n  i s  expected 
t o  be f inanced by a f u r t h e r  drawdown of t he   Eurodo l l a r   l oan .  Grosm 
o f f i c i a l   r e s e r v e s  are expected t o  d e c l i n e  from SDR 29.0 m i l l i o n  a t  the 
end of June 1982 to SDR 20.0 m i l l i o n  a t  t h e  end  of the year, equ iva len t  
to four  monthJ of es t ima ted  export.. 

4. Exte rna l   deb t  

a. Pub l i c   deb t  

D u e  t o  t he  a v a i l a b i l i t y  of g r a n t   f i n s n c i n g ,  Solomon I s l a n d s '   e x t e r u a l  
publ ic   debt   has   been  emall   (Appendix  Table  XXVII). In  1981,  the  Government 
con t r ac t ed  i t s  f i r a t   s y n d i c a t e d   l o a n   o f  US$20 m i l l i o n   i n   t h e   E u r o d o l l a r  
market. The terms of t h e   l o a n  are e i g h t  years, inc lud ing  a four-year   grace 
p e r i o d   o n   c a p i t a l   r e p a y m e n t s ,   w i t h   i n t e r e e t   r a t e s  of 7 / 8  per cent  above 
LIBOR f o r   t h e   f i r e t  two ycare, 1 per c e n t   f o r   t h e   n e x t  two y e a t e ,  and 
1 .5  p e r   c e n t   t h e r e a f t e r  . Repayments ere t o  be made i n  n i n e  e q u a l   i n e t a l -  
mente  beginning in mid-1985. The f irst  drawdown of US$5 m i l l i o n  wao made 
in Auguat  1981,  and  the  eecond of USS10 m i l l i o n ,  i n  February  1982. The 
remaining  balance of US$5 m i l l i o n  i s  expected t o  be drawn  before May 1983. 
Since  1978, t h e  Government h a s  u t i l i z e d   l o a n s  from the OPEC Special Fund 
for balance  of payments  f inancing. The moat r ecen t   o f  these l oans ,  
amounting  to  US$1 m i l l i o n ,  v a s  con t rac t ed   i n   Oc tobe r  1981, w i th  term8 of 
e i g h t  years, i nc lud ing  a grace  per iod of t h r e e   y e a r e   r n d   i n t e r e e t  of 0 . 5  per 
c e n t  per year. A t  end-1981, a balance of USSO. 5 million remained t o  be 
dram. Apart from the  Asian  Development  Bank, a recent source of long-term 
concess iona l  loans was t h e  European  Development FunG which, i n  November 1980, 
provided a l o a n   e q u i v a l e n t   t o  EUA 780,000 st an i n t e r e e t  rate of  0.5 per 
cen t  per yea r  for 30 ycare i nc lud ing  a lo -year   g race   per iod .  In 1981, 


