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SECTOR ASSESSMENT (SUMMARY): PUBLIC SECTOR MANAGEMENT1 
 
Sector Road Map  
 
 1. Sector Performance, Problems, and Opportunities 

 
1. Role of the state. The public sector accounts for a substantial portion of overall 
expenditure in the Cook Islands, with government spending averaging around 30% of gross 
domestic product. Public sector performance management is overseen by the Public Service 
Commissioner. The public sector is made up of 40 separate entities in the form of ministries, 
constitutional agencies, outer island administration offices, crown agencies, and state-owned 
enterprises (SOEs). There were 1,736 public sector employees (excluding SOE employees) as 
of June 2011, representing employment of 16% of the total resident population (a similar 
proportion as in 1996 prior to substantial public sector reforms).  
 
2. Public sector priorities are guided by Te Kaveinga Nui, the country vision document, and 
the medium-term guides to its implementation—the National Sustainable Development Plans 
(NSDP 2007–2010 and NSDP 2011–2015). Five strategic outcomes are set forth: 

(i) Well educated, healthy, and productive people and resilient communities. 
(ii) A secure society built on law and order and good governance. 
(iii) Sustainable economic growth in harmony with our social values, culture, and 

environment. 
(iv) Responsible and mature foreign relations with New Zealand and other regional 

and international communities in the interest of the people of the Cook Islands. 
(v) Enhanced cultural and environmental values. 

 
3. The NSDP 2007–2010 was comprehensive and aimed high. However, weaknesses in the 
process of aligning strategies and interventions across agencies meant not all targets were 
achieved. There is also a lack of separation between policy, regulatory, and service provision 
functions, and government roles have not been identified as such. There are still embedded 
commercial activities that could be undertaken as public–private partnerships or left to the 
private sector. These concerns reflect the lack of ongoing public sector performance 
management following the significant staffing cuts and ministerial reorganization of the late 
1990s.  

 
4. The state also plays a significant role in the Cook Islands economy through the provision 
of infrastructure services. The Cook Islands Investment Corporation acts as the holding company 
and ownership monitor for all SOEs, of which the Airport Authority, Port Authority, Cook Islands 
Bank, and the power utility are considered commercial in nature. Through its subsidiary, the 
Cook Islands Government Property Corporation, it also holds the government’s 40% 
shareholding in Cook Islands Telecom. The assets of these SOEs are valued at around $130 
million, yet financial returns are generally low, with return on equity around 3%.  
 
5. It is noteworthy that the people of the Cook Islands enjoy a high standard of living and the 
high human development index2 reflects the historically high level of government expenditure on 

                                                 
1  This summary is based on consultant reports from ADB. 2010. Technical Assistance to the Cook Islands for Public 

Finance Management and Public Sector Performance Review. Manila (TA 7646-COO, approved 12 November, 
$300,000); and Government of Cook Islands. 2011. Cook Islands Public Financial Management Performance 
Report and Performance Indicators. Rarotonga.  
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health, education, and welfare. Schools are accessible to the entire population (including 
residents of the outer islands) and education at primary and secondary levels is free at 
government-funded institutions. The country will achieve most of its Millennium Development 
Goals by 2015.  

 
6. Constraints faced arise out of the decline in population facilitated by the ability of the 
population to take up residency in New Zealand. The significant population loss (as high as 25%) 
experienced immediately following the public sector downsizing which was part of the reforms of 
the late 1990s has left a mark, and any current consideration of reforms is tempered by the risk 
of further population loss. Limited capacity across the whole economy is also an outcome of 
earlier reforms. Limiting the role of the state in development is constrained in the case of outer 
island development where there are few private sector opportunities and it is a constant struggle 
to halt population loss to Rarotonga.  
 
 2. Government’s Sector Strategy 
 
7. The government indicated its intent to consider significant reforms to the public sector 
through commencement of the functional review process in 2011. The intention is to develop a 
more responsive and cost-effective scope, structure, and size of the Cook Islands public service, 
which is aligned to national priorities. The government considered the detailed recommendations 
of the functional review and commenced with implementation of recommendations regarding 
Outer Islands administration. This will be accompanied by development and updating of public 
services policies and procedures. The Asian Development Bank (ADB) is supporting these 
efforts.3  
 
8. The biggest risk to the implementation of public sector reform is lack of continued political 
and community support. The cabinet endorsement of implementation of functional review key 
recommendations provides a guide to the level of reform commitment. The other risk to the 
sustainability of the reforms is the capacity of the ministries and agencies to integrate new 
operational demands. The envisaged phased shift from direct service provision to a policy and 
regulatory role will require a realignment of capacities.  
 
9. The government has also shown initial interest in considering SOE reforms. These were 
not covered under the umbrella of the functional review; however, ADB has facilitated a gap 
analysis of the SOE portfolio in the Cook Islands. This reviewed the financial performance of 
SOEs and the legislative, governance, and monitoring frameworks in place. The analysis 
identified high-priority areas for change, including the need to adopt an overarching SOE policy 
to guide the implementation of reforms. Immediate priorities for reform included adopting the 
primary obligation of SOEs to operate as successful businesses, and hence adopting this as the 
principle behind all SOE board decisions. To ensure the ongoing financial viability of SOEs, 
community service obligations should only be undertaken by SOEs if specifically directed by 
government and fully funded by government (either through cash payment, reduced profit, or 
dividend targets). 
 

                                                                                                                                                             
2  The Human Development Index is a normalized measure of life expectancy, literacy, education, standard of living, 

and gross domestic product per capita used by the United Nations Human Development Program in its annual 
Human Development Reports. 

3  ADB. 2011. Technical Assistance for Implementing Public Sector Reforms. Manila (TA 7958-COO, approved 9 
December, for $500,000). 
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10. In response to the findings of the public expenditure and financial accountability 
assessment, the government has developed a public financial management (PFM) reform plan 
which sets out planned improvements in PFM systems by June 2015.4 Specific actions will be 
undertaken between FY2013 and FY2015 to improve current systems, better align resources 
and accountability towards development results, and present a sound basis for development 
partners to provide general budget support. The actions focus on  

(i) improving measures of accountability across government,  
(ii) further reducing systemic vulnerabilities to corruption,  
(iii) better transparency and more regular provision of key fiscal information to the public,  
(iv) greater involvement of the legislature in scrutinizing public finances and the annual 

budget law,  
(v) improved control in budget execution, and  
(vi) improving financial management capacity across government.  

 
11. The proposed reform framework is comprehensive and the actions realistically 
achievable. The government will produce quarterly monitoring reports to keep the reforms on 
track, with a subsequent public expenditure and financial accountability assessment scheduled 
for 2015 to benchmark performance. The government has prioritized use of its own budgetary 
funds in support of the PFM reforms and there is potential for ongoing development partner 
assistance. Limited capacity within the Ministry of Finance and Economic Management is a risk 
to the PFM reform program and this will need to be carefully managed, with the provision of 
coordinated assistance from development partners, to ensure the sustainability of reforms 
implemented.   
 
 3. ADB Sector Experience and Assistance Program 
 
12. In support of the NSDP, 2007–2010, ADB’s country partnership strategy, 2008–2012 
addresses the binding constraints on private-sector-led environmentally sustainable economic 
growth through improved economic and social infrastructure and public sector service delivery. 5 
Recent and ongoing technical assistance has supported the design and implementation of public 
sector reforms.6 Earlier technical assistance facilitated the implementation of a medium-term 
expenditure framework for PFM. The PFM assistance was provided in close cooperation with the 
Pacific Financial Technical Assistance Center. Various activities have been supported through 
regional technical assistance, including development of financial responsibility ratios, 7 SOE gap 

                                                 
4  Government of the Cook Islands. 2011. 2011–12 to 2014–15 Cook Islands Government Public Financial 

Management Roadmap. Rarotonga. (available from 
http://www.mfem.gov.ck/docs/Treasury/Other%20Docs/PFM%20Roadmap/Cook%20Islands%20Government%2
0Public%20Financial%20Management%20Roadmap.pdf) 

5  ADB. 2008. Country Partnership Strategy: Cook Islands, 2008–2012. Manila. 
6  ADB. 2010. Technical Assistance to the Cook Islands for Public Finance Management and Public Sector 

Performance Review. Manila (TA 7646-COO, approved 12 November, for $300,000); ADB. 2011. Technical 
Assistance to the Cook Islands for Implementing Public Sector Reform. Manila (TA 7646-COO, approved 13 
December, for $500,000). 

7  ADB. 2009. Technical Assistance for Pacific Economic Management, Subprogram 1. Manila (TA 7280-REG, 
approved 13 May, for $2.0 million); ADB. 2010. Technical Assistance for Pacific Economic 
Management—Enhanced Economic Management (Subprogram 2). Manila (TA 7681-REG, approved 6 
December, for $1.0 million). 

http://www.mfem.gov.ck/docs/Treasury/Other%20Docs/PFM%20Roadmap/Cook%20Islands%20Government%20Public%20Financial%20Management%20Roadmap.pdf�
http://www.mfem.gov.ck/docs/Treasury/Other%20Docs/PFM%20Roadmap/Cook%20Islands%20Government%20Public%20Financial%20Management%20Roadmap.pdf�
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analysis, 8 and social welfare reform.9 Assistance is being provided to support the strengthening 
of infrastructure governance, and it is intended that support to this area will be continued.10  
 
13. Subprogram 1 of the Economic Recovery Support Program supported the Cook Islands 
in its recovery from the impact of the global financial crisis. 11 Policy actions undertaken by the 
government improved PFM and continued the strengthening of infrastructure governance. In this 
way the work reinforced that of technical assistance and provided continuity of engagement in 
these key areas for improved public sector performance. Counterpart funds generated by the 
loan allowed the government to raise capital investment, and so improve the basis for future 
growth and also create job opportunities. Subprogram 2 will build on this sound base and has 
been coordinated with both the European Union and New Zealand as the main development 
partners in this sector.  
 

                                                 
8  ADB. 2009. Technical Assistance for Pacific Private Sector Development Initiative Phase II. Manila (TA 7430-REG, 

approved 10 December, for $12 million).  
9  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Grant for Social 

Protection of the Vulnerable in the Pacific. Manila (Grant 9151-REG, approved 13 September, for $3.0 million) 
10  ADB. 2009. Technical Assistance to the Cook Islands for Infrastructure Services Delivery Improvement. Manila. 

(TA 7287-COO, approved 19 May, for $600,000). 
11  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster 

and Loan for Subprogram 1 to the Cook Islands: Economic Recovery Support Program. Manila.  
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Sector Results Framework (Public Sector Management, 2012–2014) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contribution 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Improved efficiency and 
effectiveness in 
performance of the public 
sector and public service 
delivery 
 

Tax revenue not to 
exceed 25% of GDP 
(Baseline: FY2012 24%) 
 
Public sector wages and 
salaries should not 
exceed 40% of total 
revenue  
(Baseline: FY2012 
43.1%) 
 
Debt servicing as a 
percentage of total 
revenue should not 
exceed 5%  
(Baseline: FY2012 1.7% 
 
Overall deficit should not 
exceed 2% of GDP 
(Baseline: FY2012 2.2%) 
 
Net debt–GDP ratio 
should not exceed 35% 
(Baseline: FY2012: 
12.7%) 

 
 

Establish medium-term 
fiscal framework and 
develop medium-term 
budget 
 
Conduct functional 
analysis of public 
service and review 
performance 
management 
 
Improve opportunities 
for the vulnerable 
through improved 
infrastructure services 
such as water supply, 
sanitation, and energy 
 

FY2012 budget uses 
a medium-term fiscal 
framework 
 
Cost savings of $6 
million annually from 
public sector reforms  
 
All urban residents 
have access to safe 
drinking water (by 31 
December 2015) 
 

Planned key activity 
areas 
 
Public Sector 
Management (40% of 
funds) 
 
Infrastructure 
Governance (60% of 
funds) 
 
Pipeline projects 
Economic Recovery 
Support Program, 
Subprogram 2 ($6 million) 
 
Improving Delivery of 
Infrastructure Services 
(Phase 2) ($0.4 million) 
 
Ongoing projects 
Improving Delivery of 
Infrastructure Services 
(Phase 1) ($0.3 million) 
 
Implementing Public 
Sector Reforms ($0.5 
million) 
 

Planned key activity 
areas 
Capacity in public sector 
change planning and 
management 
Strengthened 
arrangements for 
improved infrastructure 
governance 
 
Pipeline projects 
Tariffs to achieve 100% 
recovery of water supply 
operation and 
maintenance costs fully 
implemented by 31 
December 2015  
 
Strengthened public 
financial management and 
improved targeting of 
social welfare 
 
Ongoing projects  
Design for comprehensive 
public sector reform 
Policy papers analyzing 
key infrastructure 
governance and 
management issues 

ADB = Asian Development Bank, FY = financial year, GDP = gross domestic product, TA = technical assistance. 
Source: ADB estimates. 


