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 1. Sector Performance, Problems, and Opportunities 
 
1. Disaster risk. The Cook Islands experiences a range of natural hazards, including tropical 
cyclones, tsunamis, floods, and droughts.1 It faces particularly high tropical cyclone risk, with 
associated high winds, storm surges, and flooding. Disasters can have a devastating economic 
and social impact on immediately affected communities, resulting not only in damage to 
infrastructure, crops, and housing but also in the loss of livelihoods, disruptions in economic 
activity, and significant additional demands on limited public resources. About 60% of the 
country’s gross domestic product is generated through the highly sensitive tourism industry, which 
can be hurt both by the direct physical impacts of disasters on tourism infrastructure and by 
downturns in the regional and global economy. A small, narrowly based economy that relies 
heavily on a single industry is particularly vulnerable to natural hazards, which are likely to disrupt 
economic activity, lead to loss of livelihoods, and undermine the government’s fiscal position. 
 
2. Tropical cyclone risk was highlighted in 2005, when the country suffered five consecutive 
cyclones within 2 months, including four category 5 storms, which caused damage estimated at 
$10.0 million.2 Previously, in January 1997, the main island of Rarotonga, where three-quarters 
of the population lives, had been extensively damaged by Cyclone Sally. In November of the 
same year, Cyclone Martin destroyed about 90% of houses and killed 19 people on Manihiki atoll.3 
The most recent major cyclone occurred in 2010, damaging 78% of houses in Aitutaki, 
devastating crops, disrupting tourism, and requiring a $6.1 million recovery and reconstruction 
program.4 Data on historical losses is incomplete, but an analysis undertaken under the Pacific 
Catastrophe Risk Assessment and Financing Initiative indicates that the country faces an average 
annual loss of $4.9 million from tropical cyclones alone, with probable maximum losses of 
$56.8 million from 1-in-50-year events, $103.0 million from 1-in-100-year events, and $198.1 
million from 1-in-200-year events.5 
 

2. Government’s Sector Strategy 
 
3. Policy and institutional arrangements. The Cook Islands has established strong policy 
and institutional arrangements for DRM. The DRM Act of 2007 provides the legal framework for 
declaring a disaster and a state of emergency. A 10-year, NZ$288.0 million national infrastructure 
investment plan was launched in 2015, including criteria to reduce and manage disaster and 
climate risks as part of the process of identifying priority infrastructure investments, as well as risk 
reduction measures. The activity management cycle for investment planning, implementation, 
and monitoring and evaluation identifies any major risks posed to public investments by climate 
variability, climate change, and natural hazards, and indicates measures to minimize these and 
improve resilience. 
 
 

 
1 Given the focus of the proposed program on disaster risk management (DRM), the sector assessment concentrates 

on public sector management issues related to DRM. 
2  ADB. 2006. Strengthening Disaster Management and Mitigation. Volume 4: Climate Change Considerations. Manila. 
3  F. de Scally. 2008. Historical tropical cyclone activity and impacts in the Cook Islands. Pacific Science. Vol. 62, no. 

4:443–459. 
4  Pacific Community. 2011. Cook Islands Investment in Disaster Risk Management. Suva. 
5  World Bank. 2015. Country Note: The Cook Islands—Disaster Risk Financing and Insurance. Washington, DC. 

http://www.adb.org/Documents/RRPs/?id=50212-002-3
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4. Despite establishing policy and institutional arrangements, the government recognizes 
that more effort is required to enhance DRM, including strengthening national and local DRM 
arrangements by defining roles and responsibilities, and operating procedures during disasters; 
providing regular national and local capacity building or disaster drills to ensure the successful 
implementation of DRM plans during disasters; improving access to and management of climate 
and disaster finance; developing climate change strategies and action plans to better prioritize 
and expand investments in DRM and climate change adaptation; and strengthening policies, 
plans, and public financial management and expenditure to better use climate and disaster 
finance. 
 
5. Since the approval of the first phase of the program in December 2016, the government 
has approved several key policy and planning documents for DRM and climate change under the 
program policy reform areas, including the second Joint National Action Plan for DRM and climate 
change adaptation in 2017 (JNAP II), which supports a whole-of government, all-hazards 
coordinated approach, closely aligned with other key national documents, such as sustainable 
development plans. JNAP II covers the related activities of all line agencies and lists wide-ranging 
actions and indicators. Emergency Management Cook Islands and Climate Change Cook Islands, 
two divisions of the Office of the Prime Minister, are jointly responsible for implementing JNAP II. 
Other key policy actions include a new national DRM plan that describes the standard operating 
procedures during emergencies and was approved in 2017, a new Strategic Roadmap for 
Emergency Management that identifies gaps and priority actions to strengthen DRM, approved in 
2018, and the new Climate Change Policy approved in 2019. The Country Preparedness Package 
of 2018 outlines the national structures and the agreed plans for utilizing international support 
during a disaster.  
 
6. To strengthen coordination for DRM, the National Disaster Risk Management Council is 
convening regularly, and DRM training sessions are held locally. Efforts are also underway to 
strengthen forecasting and early warning systems, with development partner support. An online 
geoportal, set up by Emergency Management Cook Islands in coordination with Infrastructure 
Cook Islands and the Meteorological Services, provides a database on housing, infrastructure, 
and other assets, as well as some detailed vulnerability and risk mapping, e.g., for coastal 
inundation in Rarotonga. It also offers critical baseline data for post-disaster damage 
assessments. In addition, a new building code incorporates elements of disaster and climate risk 
mitigation. 

 
7. Layered approach to disaster risk financing. The most cost-effective way to finance 
disaster response is through a range of tools within a common framework that deal with different 
layers of risk, breaking down disaster risk according to the frequency of occurrence of different 

types of hazard events of varying severity and associated levels of loss. 6  Risk retention 
instruments for more frequent, less damaging events include annual contingency budget 
allocations, disaster reserves, and contingent credit arrangements, all of which are put in place 
before disasters strike. In the aftermath of a disaster, governments can also reallocate budgets, 
increase borrowing, and raise taxes. Market-based risk transfer solutions are a more cost-efficient 
source of financing for risks that generate higher levels of loss but occur less frequently. These 
include insurance and insurance-linked securities, such as catastrophe bonds, and are taken out 
in anticipation of potential disasters. In the event of major disasters, governments also appeal to 
the international community for assistance.  
 
 

 
6 D. Clarke et al. 2016. Evaluating Sovereign Disaster Risk Financing Strategies: A Framework. Washington, DC. 
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8. Contingent financing is particularly cost-effective in addressing risks pertaining to events 
that would exhaust any dedicated national reserves or contingency budgets but are too frequent 
to be covered cost-effectively through insurance (Figure). 
 
 

Figure: Layered Approach to Disaster Risk Financing 
 

 
 

 
9. Governments should seek to select the most appropriate instruments for each layer of 
loss based on various factors such as the scale of funding needed, the speed at which 
disbursement is required, and the relative cost-effectiveness of alternative instruments for specific 
layers of risk in individual country contexts. The Government of the Cook Islands has established 
several ex ante mechanisms to better manage the fiscal risk of disasters, but recognizes the need 
for further strengthening. In the event of a significant disaster, it would have insufficient resources 
through budget contingency lines, reserves and insurance to meet immediate post-disaster 
financing needs, instead it would have to rely heavily on budget reallocations, which can take 
some time to secure and often redirect funds away from development priorities.  
 
10. A disaster response trust fund, established in 2011 with initial funding of NZ$0.2 million,7 
now has reserves of NZ$1.7 million (2019). The use of this trust fund is limited to emergency 
response purposes, rather than longer-term rehabilitation and reconstruction. The fund can only 
be drawn down following the declaration of a state of disaster or emergency. To further augment 
its disaster risk financing arrangements, the Cook Islands joined the Pacific Catastrophe Risk 
Insurance pilot in 2013 and has participated in the scheme ever since, purchasing annual 
parametric insurance cover with a 1-in-10-years attachment using its own funds. It has not 
experienced a disaster triggering a payout, but continues to purchase cover using its own funds 
for the $100,000 annual premium. The maximum insurance payout would be $2.7 million. The 
captive insurance company, Pacific Catastrophe Risk Insurance Company, was established in 
the Cook Islands. 

 
7 Government of the Cook Islands. 2011. Policy governing the establishment and operation of the Cook Islands 

Disaster Emergency Trust Fund. Rarotonga. 
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11. Post-disaster budget reallocation both within and between ministries and international 
assistance provides additional sources of financing. However, public infrastructure is not insured 
against natural hazards. Penetration of catastrophe insurance cover for homeowners and 
business is also low. Following the declaration of a state of disaster or emergency, the Minister 
for Finance and Economic Management and/or the Executive Council may authorize expenditure 
from the public account to meet emergency needs in addition to those already appropriated up to 
an amount not exceeding 1.5% of the total public account appropriated for that year.  
 
 3. ADB Sector Experience and Assistance Program 
 
12. The Asian Development Bank (ADB) often plays a key role in post-disaster needs 
assessments in the Pacific, and can provide small grant funding for the humanitarian phase 
through ADB’s Asia Pacific Disaster Response Fund, and for recovery and reconstruction through 
emergency assistance loans. ADB provided financial support to the Cook Islands to assist with 
post-disaster reconstruction in 1997, when Cyclone Martin struck the Northern Group and a 
massive wave surge devastated the island of Manihiki; and in 2005, when five major cyclones 
with wind speeds of more than 200 kilometers per hour buffeted the country and damaged key 
infrastructure, particularly the Avatiu wharf. 8  After the 2005 cyclones, ADB also provided 
technical assistance to support the development of the 2007 Disaster Risk Management Act, the 
establishment of Emergency Management Cook Islands within the office of the Prime Minister, 
and the integrated preventive infrastructure master plan. The Avatiu wharf was rebuilt with 
financing from ADB of an $8.6 million loan from its ordinary capital resources (OCR) and a 
$6.9 million loan from the Asian Development Fund, approved in November 2008. A further OCR 
loan of $4.7 million was approved in March 2011 to take account of increases in construction 
costs and exchange rate fluctuations. In addition, the ADB Climate Change Fund provided a grant 
of $0.8 million to finance measures for climate change adaptation. The Pacific Regional 
Infrastructure Facility9 supported the development of the national infrastructure investment plan, 
which embedded strengthened disaster-resilient principles into broader development 
investments.10 
 
13. Phase 1 of the Disaster Resilience Program for the Cook Islands was the first program set 
up in the Pacific to provide contingent financing for disasters, complementing the steps already 
taken by the government to strengthen fiscal buffers. The program was approved in December 
2016 as a stand-alone policy-based loan. Eligibility to access the funds is based on a set of prior 
policy actions on DRM, but actual disbursement is deferred until the formal declaration of a state 
of disaster. Phase 1 also includes a post-program partnership framework for additional target 
policy actions on DRM. The Cook Islands has not experienced a major disaster to trigger 
disbursement of the loan proceeds under the program’s first phase. The 3-year program will be 
completed in December 2019. The government has made significant progress in the Phase 1 
post-program partnership framework, and completed new policy actions to strengthen disaster 
and climate risk management.  

 
8  ADB. 1997. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Cook 

Islands for the Cyclone Emergency Rehabilitation Project. Manila; and ADB. 2005. Report and Recommendation of 
the President to the Board of Directors: Proposed Loan and Technical Assistance Grant to the Cook Islands for the 
Cyclone Emergency Assistance Project. Manila. 

9  The Pacific Regional Infrastructure Facility is a multidonor technical assistance of ADB, Australia’s Department of 
Foreign Affairs and Trade, New Zealand’s Ministry of Foreign Affairs and Trade, the World Bank Group (including 
International Finance Corporation), the European Commission, and the European Investment Bank. 

10  Government of the Cook Islands. 2015. National Infrastructure Investment Plan, 2015–2020. Rarotonga. 
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PROBLEM TREE 
 

 
DRM = disaster risk management. 
Source: Asian Development Bank. 
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