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Introduction 
1. The Government of the Cook Islands invited a team consisting of representatives from 
Vanuatu, Samoa, Niue and Australia to undertake a peer review of its national planning, 
budgeting, public financial and aid management systems under the Forum Compact. The 
Government also invited observers fromthe Republic of the Marshall Islands and the Peoples 
Republic of China. Supported by the Pacific Islands Forum Secretariat (PIFS) the team 
undertook the peer review between 21 October to 1 November 2013 meeting with Cabinet 
Ministers, Members of Parliament (MPs), senior government officials, members of civil society, 
Non-Government Organisations (NGO’s), private sector, media and development partners in 
Rarotonga. The team also travelled and met with local governments in two outer islands of 
Mangaia and Aitutaki. The Cook Islands is the 12th Forum Island Country to undertake the peer 
review under the Forum Compact.  
 

Background 
2. The Cook Islands is well on track with the MDGs and has some of the best development 
statistics in the region.  Access to New Zealand’s markets through the ‘free association 
agreement’, combined with maximisation of Cook Islands own sources of economic growth has 
produced highly favourable outcomes.  With the third highest per capita GDP in the region (after 
Australia and New Zealand), the Cook Islands is a middle income country and expects to 
graduate in the medium term future from a primarily aid relationship with development 
partners.Because of its high GDP and good services, the primary developmental challenges in 
the Cook Islands are increasingly informed by the norms of developed rather than developing 
countries. For example, Government has gone beyond the MDGs to set ambitious targets for 
25% of the population to have tertiary education and will invest heavily to transition to a 100% 
renewable energy economy by 2020.  
 
3. Despite this, the Cook Islands remains vulnerable to external shocks and facesserious 
challenges in alleviating inequality and creating an inclusive economy that ensures participation 
and beneficiation to Cook Islanders. In particular, the continuedoutward migration, described 
by the AitutakiAriki as “emptying out”, presents a serious public policy issue. 

 
4. Overseas Development Assistance (ODA) continues to drive a significant portion of the 
economy. Aid is as much as a third of public expenditure and is an importantcomplement 
togovernment revenue. Major development partners includeNew Zealand, Australia (though 
delegated cooperation through New Zealand), the People’s Republic of China, the European 
Union and Asian Development Bank, with limited engagement from Japan. Multilateral agencies 
include the various UN agenciesbut, the Cook Islands is not a member of the World Bank or UN 
because it is represented by New Zealand.With a small resident population (less than 15,000), 
the Cook Islands actively participates and benefits from regional partnerships with the Pacific’s 
Regional Organisations and other regional initiatives such as PFTAC, particularly with respect 
access to training and technical assistance.  
 
5. The Cook Islands is investing in its national capacity to raise, manage and monitor public 
and external resources. A long-term fifteen year development plan provides an over-arching 
vision. Implementation is supported through medium term plans (of which the 2011-2015 
National Sustainable Development Plan (NSDP) is the second medium term plan), sector 
plans/strategies and business plans. 

 
6. Central government is strengthening controls on public expenditure and implementing a 
public finance management road map. The road map is informed by a 2011 Public Expenditure 
and Financial Accountability (PEFA) assessment. Macro-economic managementis sound,as 
evidencedby previousbudget surpluses and compliance with ‘fiscal responsibility ratios’. 
Inflation is largely under control and there is no challenge in managing foreign exchange 
because the currency is pegged to the New Zealand dollar. The Cook Islands has enjoyed 
comparatively strong economic growth weathering the financial crisis with a growing (largely 
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New Zealand and Australia sourced) tourism economy.  The economy remains heavily reliant on 
the tourism sector although there is substantial activity in the black pearls, agriculture and 
financial services sectors. Government revenue is reinforced with licencing fees from fishing but 
the bulk of the jobs, processing and value tends to accrue to other economies. 
 

Key Findings 
 
Planning and Monitoring 
7. The Cook Islands’2011-2015 National Sustainable Development Plan (NSDP) is its 
second medium term development plan. Implementation of the NSDP is coordinated from the 
Office of the Prime Minister through the National Sustainable Development Commission (NSDC). 
The plan is monitored by the Central Planning and Policy Office (CPPO). The intention of 
government to invite non-state actors and line ministries to the NSDC is commendable for its 
potential to increase ownership and harmonisation. Closer coordination between the NSDC and 
other structures such as the Central Agencies Committee (CAC) will further strengthen 
Government planning and oversight. It might be opportune to incorporate these considerations 
into a revised terms of reference for the NSDC. 
 
8. The NSDP provides a high level visionary guideline for the Cook Islands.However, it is 
not clear the extent to which the NSDP is revised to incorporate new political priorities as they 
arise or if it continues to express a single Cook Islands vision. This being said the NSDP is broad 
enough to accommodate many political priorities such as the current government’s focus on 
better water infrastructure and renewable energy. NSDP couldgo further to address or at least 
clearly identify ‘big picture’ priorities and structural impediments to growth and inclusion that 
relate both to the Cook Island’s middle-income status and move towards a post ODA future. Key 
issues that have been raised throughout consultations include:  
 

 The challenge of slowing outward migration (depopulation) combined with the 
continued practice of importing labour and the risk that this drives a rift between the 
country’s owners of capital and the rest of the population and results in growing unease 
about local culture and management of natural resources, amplified in the outer islands 
and with lower income families; 

 The vast resources being devoted to renewable energies and water infrastructure that 
will mean a substantive increase in public debt; 

 The new tax regime and how it will impact the whole population in terms of disposable 
income; 

 The impact on the economy as a whole from the recently increased subsidy to air 
transport costs (now the largest item in the national budget1); 

 The high cost of telecommunications (telephone and internet services) that will 
increasingly hamper and even prohibit access to new markets, economic opportunities 
and even health and education services. The cost of which is closely related to 
Government’s guaranteeing a monopoly to the service provider; and 

 Unresolved land tenure issues and no meaningful plan to address the systemic land 
tenure problems that continue to undermine the investment environment and 
particularly the agriculture sector.  

 
  

                                                             
1 Government appropriated $3 million in its 2009 and 2010 budgets but the2013 budget is now $13million 
representing a $2,000 dollars per tourist subsidy on the flight to Sydney and $800 dollars per tourist to the 
USA. While investing in such an important industry may be necessary, it is problematic that the subsidy is paid 
from general tax revenue and the direct benefits largely go to the private sector. At the same time, there is 
insufficient evidence to suggest that this expenditure is cost effective or will provide a meaningful return on 
investment in the medium term or indeed ever, 
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9. The viability of planning in the Cook Islands will increasingly depend on Government’s 
will and capacity to consult on and find meaningful solutions to either address the above–
mentioned fundamental challenges or to redress the negative impacts. In this regard, major new 
investments and structural problems need to be better incorporated into national planning 
processes and better communicated to the public. 
 
10. The current NSDP has been monitored once to date. The indicators in the NSDP and 
NSDC could be used more to communicate, lobby for and monitor implementation. High level 
monitoring by OPM-CPPO should be done in closer collaboration with the Ministry of Finance 
and Economic Management (MFEM) with inputs from the NSO, DCD and other ministries. The 
need for baseline data is vital for measuring progress and there is a need for greater monitoring 
and evaluation capacity. Coordination with the National Statistics Office (NSO)through 
implementing the National Statistics Development Strategy (NSDS) should also be strengthened. 
In other comparable contexts national development plan indicators reflect a bias towards data 
already available, collected and analysed by national statistics offices.Establishing a national 
policy and evaluation strategy to set standards for all ministries as well as standardise systems 
would improve monitoring and reporting. At some stage it might also be useful to review past 
use of performance indicators to inform better practices in the next iteration of the NSDP. 
 
11. Twice yearly reporting to parliament and cabinetwould be strengthened through 
simplified formats that are more conducive to easy review.Members of Parliament (MPs)have 
also expressed a desire for greater time to review in order to fully understand the implications 
of reports and plans. Government could consider investing more in itsanalytic capacitiesto 
quantify the success of existing policies and to stimulate a wider debate on the Cook Islands’ 
long-term developmental vision.In particular there is an evident need for better analysis on the 
drivers of migration, distributions of wealth and opportunities, and the long-term economic 
prospects for the Cook Islands.  

 
12. Data quality was raised as an issue both by stakeholders and the 2010/2011 PEFA 
report. Government has taken important steps to incorporate an evidence base in planning and 
budgeting and its insistence on verifiable data isrecognised as a good practice. The NSO is in the 
process of implementing a road map for improving national statistics. Standard methodologies 
must be put in place because in some cases, statistics are being analysed by different bodies 
with differingmethodologies, leading to inconsistency in budget and planning 
document.Currently tourism statistics are reported monthly but other data is only reported 
annually or when special studies are done (e.g. the household income and expenditure study 
due to be launched in 2014).This has led to some divisions attempting to estimate data that is 
not currently available which has created multiple sources of data even though there is only one 
government. It would make sense to release revised statistics on other key indicators on a 
quarterly basis. While raw data is not always available a greater focus on analysis and revision 
could go a long way to presenting consolidated data on key indicators.2 The next version of the 
NSDP would benefit from incorporating more quantified statistical targets (and a baseline). 

 
  

                                                             
2
It would be advisable to invest more in analysis reinforced by smaller periodic studies to provide estimates on 

a quarterly basis. For example, a sub-sample of households could be surveyed to provide an informed estimate 
on household income and expenditure data. It would also be valuable to better document financial 
performance against past projections and in relation to policy priorities (and expected outputs). 
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13. It might be valuable for Government to use well-performing ministries such as the 
Ministry of Education3 as a benchmark. The Ministry of Education, for example, has senior 
managers well versed with the sector because most of them have worked from the bottom up. 
This allows for succession planning and creates a culture that is acutely attuned to the negative 
impact of delivery interruptions should key staff move on. The ministry has an ambitious sector 
plan to use new technologies and strengthen tertiary and vocational education as well as 
important systems and incentives to develop the capacity of their own staff. Implementation is 
monitored through an Education Management Information System (EMIS) providing a good 
evidence base for decision making. The Ministry of Education is also the recipient of a sector 
budget support programme demonstrating confidence from external partners. Some of these 
good practices might be valuable as a comparator in improving effectiveness and delivery in 
other ministries. 
 
Communication and Coordination 
14. The Cook Islands has strong civil society, private sector, culture and media 
representatives and there is a clear opportunity for greater policy analysis capacity and 
dialogue across these groups.  All respondents recalled Governments good efforts to consult on 
the NSDP including innovative approaches such as soliciting feedback of families through 
scholars. Private sector representatives are regularly consulted and feature throughout the 
government’s coordination and decision making bodies, e.g. the chamber of commerce is 
included in the budgeting process. MPs often solicit expert views from non-state actors and 
media and civil society are also sometimes invited to consultations.Government’s efforts in this 
area would be improved by clearer lines of accountability to moreumbrella organisations that 
ensures representation of individuals is in the context of their accountability to sector 
stakeholders. A number of respondents had the unfortunate perception that the Chamber of 
Commerce has greater voice in decision making and resource allocations than elected officials 
or civil servants. Calling for or investing in ‘umbrella organisations’ can go a long way to 
alleviating accusations of undue bias and could be a particularly opportune investment as the 
Cook Islands makes ‘game changing’ investments in tourism, renewable energy and water 
infrastructure. 

 
15. Government’s capacity to communicate its business with the general public (and in 
particular the outer islands), non-state representatives and with line ministries as a whole is 
essential to delivery.Greater investment in communication would reap strong benefits.  
Acommunication strategy and resourced communication office could publicise implementation, 
planning and reformsand ensuring a strategic approach to internal and external consultation. 
With a small but vibrant media sector, such a plan could take advantage of a potential public-
private partnership or even just be informed by closer consultation with and inputs from media 
experts. Such a function could also contribute to a better harmonised approach to national 
development amongst line ministries.In this context, attention could also be paid to reinforcing 
the authority of the statistics office to ensure that statistical data is always presented in a 
common format and analysis using common methodologies. As above, there is good opportunity 
to improve parliamentary oversight by compiling reports and plans in a more digestible format 
for members’ consideration (e.g. in using score cards or press releases).  
 
  

                                                             
3
While a good practice, it is worth noting that at 3.4% of GDP and 11% of budget, education expenditure is 

disproportionately low compared to both developing and developed countries. 
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16. Greater communication and consultation with incoming parliamentarians on existing 
plans is needed and the NSDP would get more attention from the legislature if it was revised to 
reflect changing political priorities. Furthermore, a framework for dialogue and consultation on 
the structural challenges (above) facing the country would greatly assist monitoring and 
evaluation and even formulating the next NSDP.Experience elsewhere suggests that ongoing 
and sustained dialogue between public accounts committee, cabinet and senior government 
officials on policy and budget priorities results in more effective implementation of national 
priorities. The widely appreciated 2013 devolution process could be a good opportunity to 
exchange lessons learned and provide technical support to planning and strategy making in the 
outer islands.  
 
Budgeting, Performance Management and PFM 
 
17. Government appears to have a well-considered approach to public sector human 
resource management and is attracting and often contracting skilled and committed public 
servants at the senior level. However succession planning, retaining that capacity and continued 
capacity development are on-going challenges.While Government remuneration is often 
competitive, specialised skills (e.g. in policy making and planning, financial management and 
auditing) are expensive to source and in short supply. This problem may need Government to 
revisit its policy of providing tithed scholarships to increase the supply of skills on the local 
market.The recruitment of new high level staff means a new focus and a dramatic change in 
direction but occasionally results in a disincentive to long-term implementation and lessons 
learning. Line ministries need to focus more on continuity and retaining Cook Islanders in key 
positions especially in light of regular staff turnover4. This means recognising that to retain 
highly skilled and mobile staff, Government needs to effectively compete with employers in New 
Zealand. Furthermore, there is an opportunity for the public service commission to be more 
engaged for information the professional and understanding of protocol at middle to lower 
levels. MPs could also benefit from greater capacity development particularly in terms of vetting 
and critiquing budgets and financial reports.  

 
18. Government is commended for maintaining tight fiscal controls and accruing surpluses 
in recent years despite raising overall expenditure and weathering the global financial crisis. 
The budget support committee also has representatives from the Chamber of Commerce that 
provide an important alternative perspective to elected representatives and public servants. 
Government has also taken notable steps to improve transparency and management systems by 
recently updating the Financial Management Information System (FMIS) and is in the process of 
conducting a PEFA self-assessment in preparation for a second PEFA in 2014. The team also 
noted Government’s establishing a Public Accounts Committee (PAC) to guide and monitor the 
implementation of the budget at highest level. 

 
19. There are some concerns across ministries that the budgeting cycle is too long at eight 
months between submitting budget proposal and beginning implementation which is a problem 
for ministries that tweak expenditure as needs arise (e.g. the Ministry of Education that changes 
its plans based on the number of students that enrol/graduate/repeat, etc.).  The budgeting 
process would also benefit from closer integration into planning so that business plans, 
community sustainable development plans and sector strategies reflect a greater likelihood of 
activities that will be financed. 

 
  

                                                             
4
One respondent quipped that good staff change jobs every six months and another pointed to ongoing 

poaching of key staff between ministries and even between departments. 
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20. Procurement is an understandable challenge in a country of 15,000 citizens that is 
isolated from other source markets. It is also understandable that conflicts of interest are hard 
to avoid. However, there are worrying signsthat the electorate is not confident it has thepower 
to follow up and checkagainst leakages and/or undue influence. The notion of centralising 
procurement was criticised by a number of respondents because there is a need for sector 
specific knowledge and expertise to ensure effective procurement. That being said it does make 
sense to develop a central procurement service (and clearer procurement guidelines) although 
all procurements over $30,000 already involve the Ministry of Finance.As mentioned above, 
communication is a recurring challenge and Government evidently needs to do more to 
communicate how procurement works and how local providers can participate. It is 
unfortunate that some notable public procurements, for example, were incorrectly understood 
to have been ‘single sourced’ even though a competitive process was used.Finally, the practice 
of granting exemptions from procurement processes needs to be stopped particularly when 
such exemptions are sought because of avoidable administrative delays or planning issues. 
 
21. Government is committed to and focussed on constantly improving its effectiveness and 
efficiencies in delivery, planning and policy making. However, at times this focus comes at the 
opportunity cost of addressing themore difficult structural issues (such as in 
telecommunications and land tenure) which appear to be put aside to focus on less challenging 
delivery targets (such as the MDGs). This bias seems to also filter down to the administration 
level where, for example, following up on audit recommendations is secondary to clearing the 
backlog of audits. The risk is that a public service culture develops that is focused on new 
problems rather than addressing old and/or systemic problems. Performance targets and 
implementation plans need to be revisited with an eye to addressing recurring and historical 
problems. It might also be opportune to review and benchmark the efficiency and effectiveness 
of Government’s existing operations, systems (including standards for reporting and planning) 
and procedures. 

 
22. The Cook Islands has a strong national audit office with a clear focus on international 
good practices that is reinforced through benchmarking and using an international service 
provider (KPMG, an international audit firm). The audit office reports at an administrative level 
directly to the speaker of parliament. Operationally, the audit office reports to the Public 
Expenditure Review Committee (PERC) that has four private sector representatives (two 
accountants and two lawyers) appointed to it. This is a good confidence building measure that 
combined with regular publishing of audit reports contributes to considerable public trust in 
the audit office. Furthermore, a large number of public audits are implemented by KPMG who 
also works on quality control of Cook Islands government audits. Unfortunately, many audit 
reports are not regularly debated in parliament although this may be due to inaccessible data 
and lack of support to parliamentarians rather than to interest because performance (i.e. non-
financial) audits are more regularly reviewed by MPs. Recognising the capacity challenges 
facing the Cook Islands, there is still a need to invest more in developing internal audit 
functions.Getting up-to-date on the backlog of required audits is being treated as a pressing 
priority and resources should be provided to contract this out if necessary through the national 
budget and/or in partnership with regional organisations that provide auditing services. Audit 
reports should also be routinely incorporated in PSC in performance appraisals. 

 
23. Government has also made important efforts to improve accountability by establishing 
and resourcing the ombudsman. The ombudsman is an officer of parliament and has received 
140 complaints to date. While the ombudsman is making good progress processing complaints 
it has not completed or circulated its annual report which in itself undermines public confidence 
in the office. Again, there is a need for sustained communication on the role and functions of the 
ombudsman if it is to garner the public’s confidence. Unfortunately complying with reporting 
and procurement processes are an area in which a number of ministries underperform; 
evidently there is room to simplify reporting and demand higher levels of compliance. 
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24. The Cook Islands is in the process of vast public investment5 in water and renewable 
energy as well as undergoing the most significant change to tax policy in years. There are 
divergent understandings across private sector and the public about these changes with often 
unwarranted suspicions of Government motivations. Government could go a long way to 
addressing these suspicions through improving communication and consultation with citizens, 
MPs and stakeholders. This is essential if the Cook Islands Government is to accrue a 
reputational benefit from these important initiatives. 

 

Aid Management 
25. The Cook Islands has a strong Development Coordination Division (DCD) that is 
effective and forward looking.Government is to be commended for developing an Official 
Development Assistance policy. DCD has appropriately focused on areas such as promoting 
greater transparency in publishing existing data and reports. Additionally development partner 
funded projects are submitted to and reviewed by the NSDC prior to approval.Data is provided 
to the public that would be of even greater use if simplified to make it more accessible. DCD 
should be seen as a good practice and enjoys considerable support and buy in from 
development partners, stake-holders (less so in outer islands) and implementation partners. 
DCD has adopted an excellent approach to aid effectiveness choosing to work on emphasising 
broad government effectiveness initiatives that could benefit development partners rather than 
using a narrower development partner focussed approach. DCD is also working with 
development partners and urging a move towards greater harmonisation and alignment and a 
move away from project based approaches and towards sector based or budget support type 
approaches. As with other branches of government, however, DCD operates in a challenging 
environment with high rates of staff turnover. 

 
26. While there has been notable progress on improving the effectiveness of engagement 
with the main bilateral donors, regional and thematic budget lines as well as various 
projectscontinue to represent significant transaction costs for Government. Greater information 
on regional flows, in particular, is essential.Coordination is hampered by a large proportion of 
development partners not having representation in country. Further analysis could be 
considered and/or communication with these development partners on how these transaction 
costs could be reduced (such as through clarifying different mandates of ministries and 
government structures while calling for joint analysis, missionsand implementation/pooled 
funds). In this space it would also be valuable to demonstrate and communicate to development 
partners the relative inefficiencies experienced and costs increased when implementation is 
outside of (and without donor confidence in) Government systems.  
 
27. The Cook Islands receives sector budget support from New Zealand (and Australia 
through delegated cooperation) in the education and tourism sectors and will soon also receive 
budget support from the European Union.  However, the fact that only 37% of ODA planned in 
2012 was implemented indicatespressing capacity gaps within Government. These capacity 
gaps may unfortunately create concerns amongst development partners about the wisdom of 
movingtowards budget support.Line ministries often do not express a good understanding of 
DCD’s review and quality control practices and there may be a need to conduct a process review 
to measure the extent to which development partner systems and practices enable effective and 
efficient implementation. Much ODA, particularly for infrastructure, remains in a project 
modality for these reasons.This is a notable issue in Cook Islands that must be addressed in 
open dialogue with development partners so that common understanding and agreement is 
reached. It will continue to hamperthe transition from a relationship based on financial and 
administrative discussions to that of bigger picture policy dialogue. It would be opportune for 
DCD to launch internal consultations on how best to improve implementationand seek specific 
support from development partners for these reforms in order to achieve its goals of moving to 

                                                             
5
$230 million is intended for renewable energy on top of a purported $236 million in infrastructure 

investment. The combined $466 million in investments represents almost four times national budget and thus 
has systemic and potentially vast knock on effects for the local economy. 
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greater levels of budget support over time.Positively, Government officials’ and development 
partners both express a desire to move the dialogue away from project management wherever 
possible.  
 
28. If requested by Cook Islands Government, development partners could assist increating 
space for an inclusive dialogue around catalytic opportunities for development and growth and 
support analysis and dialogue on the structural challenges raised above (paragraph 8). Ideally 
this would provide a stronger basis for future policy dialogue over the medium term future. In 
this space there are also evident opportunities to initiate dialogue on other challenges such as 
climate change, emergency preparedness and resilience. Dialogue could also focus on better 
programming to orphaned sectors such as culture and agricultureas well as to theouter islands.    

 
 


