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GOVERNMENT OF THE COOK ISLANDS 

OFFICE OF THE MINISTER OF FINANCE 

 

P.O. Box 3246 Rarotonga, Cook Islands 

Telephone: (+682) 24-875; Facsimile: (+682) 24-178 

 

29 October 2014 

 

STATEMENT OF RESPONSIBILITY 
 

L ƘŀǾŜ ǊŜŀŘ ǘƘŜ CƛƴŀƴŎƛŀƭ {ŜŎǊŜǘŀǊȅΩǎ {ǘŀǘŜƳŜƴǘ ƻŦ wŜǎǇƻƴǎƛōƛƭƛǘȅ ŀƴŘ ŎƻƴŎǳǊ ǿƛǘƘ him regarding the 
preparation of the Budget Appropriation 2014/15.  

The economic and fiscal information included in the budget is based on the best professional 
judgment that we have at this time.   

I accept the overall responsibility for the integrity of the Budget Appropriation Statements 2014/15 
and the compliance with the Ministry of Finance and Economic Management Act 1995/96. 

 

 

 

 

 

Honourable Mark Brown 

Minister of Finance 
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MINISTRY OF FINANCE AND ECONOMIC MANAGEMENT 
GOVERNMENT OF THE COOK ISLANDS 

 
PO Box 120, Rarotonga, Cook Islands 
Phone (+682) 22878 or 22879 Fax (+682) 23877 
E-mail:  richard.neves@cookislands.gov.ck 
 
29 October 2014 
 

STATEMENT OF RESPONSIBILITY 
The 2014/15 Budget Appropriation Estimates have been produced in accordance with the Ministry of 
Finance and Economic Management Act 1995/96 (the Act).   

The 2014/15 Budget process involved the annual publication of the Budget Policy Statement on 19 
December 2012 which was available on the mfem.gov.ck website and the establishment of the 
Budget Support Group commissioned to review department budget proposals prior to Cabinet 
consideration and approval. 

In addition, a budget consultation document was produced preceding these documents to encourage 
community involvement in the preparation of the budget.   

In compliance with Section 24 (1) of the Act the Ministry of Finance and Economic Management 
provided Cabinet with the: 

¶ estimated revenue of the Crown; 

¶ ŘŜǘŀƛƭǎ ƻŦ ŜŀŎƘ DƻǾŜǊƴƳŜƴǘ 5ŜǇŀǊǘƳŜƴǘΩǎ ōƛŘ ŦƻǊ ŦǳƴŘǎΤ ŀƴŘ 

¶ /ǊƻǿƴΩǎ ŘŜōǘ ƳŀƴŀƎŜƳŜƴǘ ǊŜǎǇƻƴǎibilities. 

Cabinet, as required under Section 24 (2) of the Ministry of Finance and Economic Management Act 
1995/96, returned to the Ministry a fiscally responsible budget in accordance with the principles 
outlined in the Act. 

The information in the supporting documentation is comprehensive going well beyond the 
requirements of the Act and includes a Statement of Fiscal Responsibility that clearly sets out the 
position in terms of fiscal responsibility as required in section 23 (2) (a) of the Act. 

It should be noted that financial information relating to national public finances is consistent with the 
standards outlined in the International Monetary Fund (IMF) 2001 manual on Government Finance 
Statistics. 

As Financial Secretary, I accept full responsibility for the integrity of the information provided. 

Kia Manuia, 

 

Richard Neves 
Financial Secretary 
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PARLIAMENT OF THE COOK ISLANDS  
 

APPROPRIATION BILL  

 

EXPLANATORY NOTE  

 

This note does not form part of the Bill but is intended to indicate its effect. 

 

The Constitution of the Cook Islands provides in Article 70(1) that ñé all expenditure from the Cook Islands 

Government Account or from any other public fund or account, shall be in accordance with an Appropriation 

Actéò 

Clause 1 provides that, on enactment, the Bill will be called the Appropriation Act 

2014. 

Clause 2 is the application provision, which specifies the financial year to which the 

Bill relates. In this case it is the financial year ending 30 June 2015. 

Clause 3 authorises expenditure out of the Cook Islands Government Account of the 

amounts not exceeding those set out in the Schedules to the Bill, for the 

several votes specified therein. 

Subsection 5 limits any expenditure which may be charged to the 2014/15 

appropriation to actual expenditure incurred in the period 1 July 2014 to 30 

June 2015. 

 Subsections 6-7 limits any expenditure which may be charged to the 2013/14 

appropriation to actual expenditure incurred up to 30 June 2014. 

 Subsection 8 limits any expenditure which may be charged to appropriations 

from years prior to 2013/14 to actual expenditure incurred up to 30 June 

2015. 

 

_________________ 
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Hon. Mark Brown  

 

 

Appropriation Bill 2014 
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1 Title 9 
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3 Grant and appropriat ion out of the Cook Islands Government Account 10 

 

Schedule 1(a) Ministry Appropriations 

Schedule 1(b) Outer Island Appropriation 

Schedule 2 Benefits and Other Unrequited Expenses 

Schedule 3 Borrowing Expenses and Debt Repayment 

Schedule 4 Other Expenses 

Summary 

 

 

An Act to appropriate certain sums of money out of the Cook Islands Government 

Account to the services of the year ending on the thirtieth day of June 2015 and to 

appropriate the supplies granted in this period 

MOST GRACIOUS SOVEREIGN:  We, Your Majestyôs most dutiful and loyal subjects, the 

Parliament of the Cook Islands, towards making good the supply which we have cheerfully granted to 

Your Majesty in this year, have resolved to grant Your Majesty the sum specified in this Act and 

humbly ask Your Majesty to assent to the sum.  And the Parliament of the Cook Islands enacts as 

followsð 

1 Title 

This Act is the Appropriation Act 2014.  

2 Application 

This Act applies to the year ending on the thirtieth day of June 2015 (ñthe yearò). 
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3 Grant and appropriat ion out of the Cook Islands Government Account 

(1) The Minister responsible for Finance may authorise the incurrence of expenses or 

expenditure and may issue and apply out of the Cook Islands Government Account, 

towards making good the supplies granted to Her Majesty for the services of the year, 

any sums which in total do not exceed the sum of $224,383,065.   

(2) Subject to subsection (3) the sums authorised to be supplied are appropriated for the 

services set out in the votes specified in the Schedules to this Act. 

(3) The votes identified in Schedule 4 to this Act as being funded through loans from 

financing partners or from grants by development partners are further limited to the 

lesser of the votes specified in those Schedules and the loan proceeds or grants 

received for the purpose of financing the expense or expenditure in relation to those 

votes. 

(4) Notwithstanding section 37 of the Ministry of Finance and Economic Management 

Act 1995-96, the appropriations made under this Act will lapse on 30 June 2015. 

(5) Payments that may be charged against any appropriation made by this Act after 30 

June 2015 are limited toð 

(a) self balancing journal entries to correct  posting errors during the year ended 

30 June 2015; or 

(b) expenses incurred or payments due during the year ended 30 June 2015 for 

which a valid invoice was submitted before 30 June 2015, but for which a 

payment or payments to extinguish that liability in relation to that invoice had 

not been made by 30 June 2015. 

(6) The appropriations made in the Appropriation Act 2013 will l apse on 30 June 2014. 

(7) Payments that may be charged after 30 June 2014 against any appropriation that 

lapses under the provisions of subsection (6) are limited toð 

(a) self balancing journal entries to correct  posting errors during the year ended 

30 June 2014; or 

(b) expenses incurred or payments due during the year ended 30 June 2014 for 

which a valid invoice was submitted before 30 June 2014, but for which a 

payment or payments to extinguish the liability in relation to that invoice had 

not been made by 30 June 2014. 

(8) Where in the period ended 30 June 2014, the Financial Secretary appointed under 

section 4 of the Ministry of Finance and Economic Management Act 1995-96 had 

directed that an unexpended appropriation from an Appropriation Act for a previous 

year be available for expenditure in the year ended 30 June 2014, those 

appropriations will also lapse on 30 June 2014. 

(9) Payments that may be charged after 30 June 2014 against any appropriation that 

lapses under the provisions of subsection (8) are limited toð 

(a) self balancing journal entries to correct  posting errors during the year ended 

30 June 2014; or 
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(b) expenses incurred or payments due during the year ended 30 June 2014 for 

which a valid invoice was submitted before 30 June 2014, but for which a 

payment or payments to extinguish the liability in relation to that invoice had 

not been made by 30 June 2015. 



Appropriation Bill 2014 

 

 

7
 

 

Schedule 1 
Ministry Appropriations 

Ministry Personnel Operating Depreciation Gross 
Operating 

Trading Net Operating POBOCS Capital Total Gross Total Net 

    Appropriation Revenue Appropriation Expenditure Appropriation Appropriation 

Agriculture 809,653 87,643 5,035 902,330 90,535 811,795 0 0 902,330 811,795 
Audit (PERCA) 877,440 104,180 26,678 1,008,298 178,700 829,598 138,100 0 1,146,398 967,698 
Crown Law 493,054 146,100 5,983 645,137 0 645,137 0 0 645,137 645,137 
Cultural Development 487,095 254,288 96,655 838,038 175,000 663,038 722,500 0 1,560,538 1,385,538 
Business Trade and Investment Board 409,486 236,574 9,000 655,060 23,380 631,680 0 0 655,060 631,680 
Education 9,617,626 1,114,765 340,864 11,073,255 0 11,073,255 3,307,482 155,000 14,535,737 14,535,737 
Environment 787,683 162,724 30,381 980,788 35,000 945,788 0 0 980,788 945,788 
Finance and Economic Management 2,615,359 581,939 128,530 3,325,828 503,500 2,822,328 14,665,983 6,294,000 24,285,812 23,782,312 
Financial Services Development Authority 231,200 178,906 9,867 419,973 0 419,973 0 0 419,973 419,973 
Foreign Affairs 1,151,596 541,151 77,726 1,770,473 20,000 1,750,473 609,166 0 2,379,639 2,359,639 
Head Of State 183,168 34,080 15,057 232,305 0 232,305 15,000 0 247,305 247,305 
Health 8,207,307 1,756,330 654,788 10,618,425 400,000 10,218,425 1,599,870 810,000 13,028,295 12,628,295 
Infrastructure Cook Islands 1,504,670 264,351 233,013 2,002,034 245,626 1,756,408 645,000 8,818,500 11,465,534 11,219,908 
Internal Affairs 942,109 118,085 17,264 1,077,457 6,000 1,071,457 17,484,348 50,000 18,611,805 18,605,805 
Justice 1,374,361 419,371 120,547 1,914,279 500,000 1,414,279 267,000 0 2,181,279 1,681,279 
Marine Resources 1,095,833 303,125 57,318 1,456,276 15,000 1,441,276 200,000 0 1,656,276 1,641,276 
Ombudsman 208,382 53,840 5,822 268,044 0 268,044 0 0 268,044 268,044 
Parliamentary Services 463,676 83,611 24,579 571,866 8,419 563,447 2,585,446 0 3,157,311 3,148,892 
Pearl Authority 205,493 236,688 21,916 464,097 0 464,097 0 0 464,097 464,097 
Police 2,876,739 458,663 218,622 3,554,024 69,360 3,484,664 210,000 154,000 3,918,024 3,848,664 
Prime Minister's Office 930,638 182,849 36,069 1,149,556 0 1,149,556 625,000 2,203,000 3,977,556 3,977,556 
Public Service Commission 1,533,708 55,447 64,747 1,653,902 0 1,653,902 0 0 1,653,902 1,653,902 
Tourism Corporation 1,422,893 2,908,553 16,000 4,347,446 200,000 4,147,446 2,250,000 0 6,597,446 6,397,446 
Transport 480,465 138,964 39,047 658,476 36,000 622,476 56,000 0 714,476 678,476 
Cook Islands Investment Corporation 0 0 0 0 0 0 75,000 2,741,000 2,816,000 2,816,000 
Cook Islands Seabed Minerals Authority 211,801 123,139 5,060 340,000 0 340,000 0 0 340,000 340,000 
Capital Funds Committee- (MFEM) 0 0 45,000 45,000 0 45,000 0 200,000 245,000 245,000 

Total Ministries 39,121,433 10,545,365 2,305,568 51,972,365 2,506,520 49,465,845 45,455,895 21,425,500 118,853,760 116,347,240 

           Ministerial Support           
Prime Minister 300,509 110,773 11,100 422,382 0 422,382 0 0 422,382 422,382 
Deputy Prime Minister 130,000 85,372 5,628 221,000 0 221,000 0 0 221,000 221,000 
Minister Mark Brown 186,455 81,613 6,802 274,870 0 274,870 0 0 274,870 274,870 
Minister Kiriau Turepu 122,907 56,931 11,162 191,000 0 191,000 0 0 191,000 191,000 
Minister Nandi Glassie 101,585 78,415 12,000 192,000 0 192,000 0 0 192,000 192,000 
Minister Mona Ioane  68,500 118,000 5,500 192,000 0 192,000 0 0 192,000 192,000 
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Ministry Personnel Operating Depreciation Gross 
Operating 

Trading Net Operating POBOCS Capital Total Gross Total Net 

    Appropriation Revenue Appropriation Expenditure Appropriation Appropriation 

Leader Of Opposition 147,000 48,200 6,800 202,000 0 202,000 0 0 202,000 202,000 

Total Ministerial Support Offices 1,056,956 579,304 58,992 1,695,252 0 1,695,252 0 0 1,695,252 1,695,252 

           Outer Islands           
Aitutaki 1,022,283 389,111 143,884 1,555,277 48,250 1,507,027 0 262,000 1,817,277 1,769,027 
Aitutaki Power Supply 254,316 1,608,228 348,789 2,211,333 1,900,943 310,390 0 0 2,211,333 310,390 
Atiu 668,152 402,588 138,561 1,209,302 224,318 984,984 0 12,000 1,221,302 996,984 
Mangaia 789,916 544,197 204,700 1,538,812 301,000 1,237,812 0 12,000 1,550,812 1,249,812 
Manihiki 613,450 175,281 92,199 880,930 136,300 744,630 0 10,000 890,930 754,630 
Mauke 628,957 208,270 80,877 918,104 113,853 804,251 0 10,000 928,104 814,251 
Mitiaro 472,400 66,199 55,200 593,798 58,899 534,899 0 8,000 601,798 542,899 
Palmerston 248,604 65,214 44,812 358,630 20,599 338,031 0 10,000 368,630 348,031 
Penrhyn 349,768 203,887 52,407 606,062 83,904 522,158 0 12,000 618,062 534,158 
Pukapuka-Nassau 697,808 145,580 140,552 983,939 73,695 910,244 0 12,000 995,939 922,244 
Rakahanga 362,148 50,732 37,829 450,709 49,336 401,373 0 8,000 458,709 409,373 
Outer Islands Capital Fund-Administered 
by MFEM 

- - 27,500 27,500 0 27,500 0 0 27,500 27,500 

Total Outer Islands 6,107,802 3,859,286 1,367,309 11,334,397 3,011,097 8,323,300 0 356,000 11,690,397 8,679,300 

Gross Total 46,286,191 14,983,955 3,731,869 65,002,014 5,517,617 59,484,397 45,455,895 21,781,500 132,239,409 126,721,792 
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Schedule 2 
Benefits and Other Unrequited Expenses 

     Category of Benefit Budget Estimate Budget Estimate Variance Per cent 

2013/14 2014/15   

Welfare Payments 13,583,800 16,541,348 2,957,548 22% 
Parliamentary Superannuation 180,000 180,000 0 0% 

Total Benefits and Other Unrequited Expenses 13,763,800 16,721,348 2,957,548 21% 

 

Schedule 3 
Borrowing Expenses and Debt Repayment 

      Budget Estimate Budget Estimate Variance Per cent 

2013/14 2014/15   

Gross Debt Servicing (see Schedule 10) 5,710,000 5,424,736 -285,264 -5% 

Total Borrowing Expenses and Debt Repayment 5,710,000 5,424,736       -285,264 -5% 

 

Schedule 4 
Other Expenses 

     Category of Expense Budget Estimates Budget Estimate Variance Per cent 

2013/14 2014/15   

Airport Authority 2,047,997 2,047,997 0 0% 
Bank of the Cook Islands 181,000 181,000 0 0% 
Te Aponga Uira 350,000 350,000 0 0% 
Asset Management 1,800,000 1,800,000 0 0% 
Contingency Funds - Capital Expenditure 50,000 50,000 0 0% 
Contingency Funds - Operating 100,000 100,000 0 0% 
Crown Infrastructure Depreciation 5,069,598 2,920,397 -2,149,201 -42% 
Expenditure of ADB Loan 0 3,245,000 3,245,000 - 
Expenditure of Chinese Loan (TMV)  6,946,000 6,452,000 -494,000 -7% 
Official Development Assistance 59,363,162 63,693,150 4,329,988 7% 
ADB Share Capital 26,600 26,600 0 0% 
Transfer to Emergency Response Trust Fund 0 100,000 100,000 - 
Transfer to Reserve Trust Fund 498,263 515,476 17,213 3% 
Depreciation Contingency Reserve  0 3,100,000 3,100,000 - 
Debt Servicing Interest 1,429,000 2,137,300 708,300 50% 

Total Other Expenses 77,861,620 86,718,920 8,857,300 11% 

 

Summary 

Category of Payment Budget Estimates Budget 
Estimate 

Variance Per cent 

2013/14 2014/15   

Schedule 1  
Ministry Outputs (Gross), POBOCs and Capital 
Expenditure 

101,894,147 115,518,061 13,623,914 13% 

Schedule 2  
Benefits and Other Unrequited Expenses 

13,763,800 16,721,348 2,957,548 21% 

Schedule 3  
 Borrowing Expenses and Debt repayment 

5,710,000 5,424,736 (285,264) -5% 

Schedule 4 
 Other Expenses 

77,861,620 86,718,920 8,857,300 11% 

TOTAL APPROPRIATION 199,229,567 224,383,065 25,153,499 13% 
*Note schedule 1 Ministry Appropriations includes all POBOCs which is then replicated in schedule 2 Benefits and Other Required 
Expenses.  
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3 GOVERNMENT FINANCIAL STATISTICS OPERATING 
STATEMENT 

The Operating Statement reflects the financial performance of Government and discusses general 
trends and revisions of forecasts for operating revenues, operating expenditures and the resultant 
operating balance. 

Table 3.1 GFS Operating Statement of the Crown 2014/15 to 2017/18 ($000) 

 

Statement of Government Operations 

2014/15 2015/16 2016/17 2017/18 

Budget Estimate Projected Projected 

TRANSACTIONS AFFECTING NET WORTH     

 
  

REVENUE 186,966 158,299 146,471 148,324 

Taxes                             108,695 110,415 108,825 110,704 

Social contributions       20 20 20 20 

Grants           63,762 34,749 24,484 24,484 

Current 17,597 12,629 9,549 9,549 

Capital 46,166 22,120 14,935 14,935 

Other revenue         14,488 13,114 13,142 13,115 

EXPENSE 140,792 136,268 134,609 133,724 

Compensation of employees 48,704 48,692 48,689 48,685 

Use of goods and services         42,312 37,668 34,078 33,319 

Depreciation 9,785 9,758 11,755 11,771 

Interest 2,137 2,285 2,223 2,085 

Subsidies                 15,026 15,026 15,026 15,026 

Grants                 0 0 0 0 

Social benefits  17,501 17,570 17,570 17,570 

Other expense               5,323 5,267 5,267 5,267 

NET OPERATING BALANCE 46,174 22,030 11,862 14,600 

 

3.1 GFS Net Operating Balance 

The Government Finance Statistics (GFS) operating balance is the balance of operating revenues 
minus operating expenditure as prescribed by the MFEM Act.  Given the analysis provided in 
sections 3.2.1 and 3.2.2, the GFS net operating balance in 2014/15 at the time of the Pre-Election 
Fiscal Update (PEFU) published in April 2014 was estimated at $44.1 million. After the inclusion of 
adjustments to operating revenue and operating expenditure, this has now been revised upwards by 
$2.1 million due in large part to the improvement of overall revenue estimates as well as the 
reduction in several expenditure items.   

Going forward, changes in expenditure and revenue estimates are predicted to result in a 
$46.1 million operating balance in 2014/15, $22.1 million in 2015/16, $11.8 million in 2016/17 and 
$14.6 million in 2017/18.  
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3.2 GFS Operating Revenue 

Operating revenues are made up of taxation receipts (59 per cent), Grants/Official Development 
Assistance (ODA) (34 per cent) and other revenues, which include agency trading revenues, interest 
and dividend receipts (7 per cent). These revenue streams are used to finance the on-going 
operational expenditure of government, with surpluses used for investing activities such as 
infrastructure development projects (where apparent). 

At the time of the PEFU published in April 2014, GFS Operating revenues were estimated to tally to 
$180.1 million, of which $110.4 million was expected to be collected in taxes for 2014/15.  

Since April 2014, total movements in operating revenue have resulted in a downward revision of 
operating revenues by $6.7 million to $186.9 million, due to both parameter and Policy decisions. 

For 2014/15, tax revenue is anticipated to be $1.8 million lower than previously forecast, due almost 
exclusively to the impact of wholesalers avoiding the final 33 per cent increase in the tobacco levies 
by bringing forward tobacco purchases into the 2014/15 tax year.  

Adjustments to indirect taxation include an increase of $1.2 million to fisheries revenue from 
fisheries activities in which the Cook Islands Government has recently settled on agreed amounts 
with two fishing vessels which have infringed in Cook Islands waters.  The actual for 2013/14 and 
estimates for 2014/15 reflect actual monies received that were not reported at the previous 
update.  Total fines received by MFEM in 2014/15 amounted to $1.225 million.  

 

3.3 GFS Operating Expenditure  

Operating expenditure is made up of Compensation of Employees (35 per cent), Use of Goods and 
services (33 per cent), Social Benefits (12 per cent), Subsidies (13 per cent), Depreciation (7 per 
cent), and other expenses including interest expenses (4 per cent). 

At the time of the PEFU published in April 2014, total movements in operating expenditure have 
resulted in an upward revision of operating expenditure by $4.4 million to $140.4 million, due to 
both parameter and Policy decisions. 

Since April 2014, Operating expenditures at the time of the PEFU were estimated at $136.1 million. 
These have been revised upwards to reflect an increase of $4.6 million, predominantly in goods and 
services which is mainly driven by an increase to recurrent official development assistance (ODA) 
directed to funding capital projects in 2014/15. After the exclusion of ODA, operating expenditure is 
decling to take into account Crown depreciation, to reflect actual capital projects completed to date 
and timing issues.  A depreciation contingency reserve has been formed to accommodate the capital 
projects appropriated for the next two to three years as detailed in the capital plan book. The 
Budget also includes several technical adjustments to the budget baselines to reflect an update to 
the funding formula for the pa enua, reclassification and more up to date data being available which 
updates forecast estimates done at the time of the budget last year. 

Further budget adjustments in operating expenditure are discussed at length in the expenditure 
chapter (Chapter 8). 

4 FISCAL UPDATE 

4.1  Overview 
The 2014/15 Budget was developed in a conservative context, acknowledging that the Cook Islands 
has a limited economic base which relies to a large extent on tourism as its main revenue generator. 
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Government continues to appropriate funding towards underwriting two long haul service routes 
between Rarotonga and Sydney, and Rarotonga and Los Angeles.  

Due to the recent general elections held on 9 July 2014 and the length of time is has taken to 
confirm the Executive, the normal development process of the budget has been interrupted and 
changes in expenditure for 2014/15 are minimal and result from either: 

¶ policy decisions leading to new initiatives undertaken by Government; or   

¶ movements that occur outside of a decision referred to as Parameter adjustments through no 
short term action by the government.  For example, these would include depreciation or 
movements in welfare beneficiary numbers.   

 

Prior to this publication, according to the PEFU published in April 2014, it was projected that the 
starting position for Budget 2014/15 anticipated an underlying operating deficit of $0.739 million for 
2014/15.  After updating the forecast following the analysis of actual revenue collected and 
expenditures spent as of 30 June 2014 the underlying budget balance has improved significantly as 
result of various factors discussed below.   

 

The Government has produced an underlying budget surplus of $0.009 million in 2014/15, 
worsening budget deficits of $0.090 in 2015/16, $3.1 million in 2016/17, and $0.335 million in 
2017/18.   

Table 4.1 Underlying Budget Balance 2013/14 to 2017/18 ($000) 

  
2013/14 
(Actual)  

2014/15 
Budget  

2015/16 
Forecast  

2016/17 
Forecast  

2017/18 
Forecast  

Final Underlying Revenue  119,141 123,203 123,549 121,987 123,840 

Final Underlying Expenditure  115,568 123,195 123,639 125,060 124,175 

      Final Underlying Operating Balance 3,573 9 -90 -3,072 -335 

 

The key factors in reducing the operating deficit for 2014/15 were technical adjustments to the 
budget baselines to reflect an update to the agencies and the pa enua, reclassification and more up 
to date data being available which in turn adjusted  the forecast estimates. This included a significant 
reduction to the Crown depreciation and the reclassification of Cook Islands Investment Corporation 
(CIIC) appropriation which was factored into the forward estimates but has now been removed.  The 
budget also includes adjustments for the outer years as result of contracts and projects coming to an 
end.   

In addition, savings were identified within year personnel savings as result of vacant positions from 
all government ministries, line agencies, and ministerial support offices and excluding the critical 
service delivery functions such as Health, Education and the Pa Enua.  
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Table 4.2 Reporting of budget balance 2013/14 to 2017/18 ($000) 

Statement of Government Operations 

2014/15    
Budget 
$'000 

2015/16 
Estimate 

$'000 

2016/17 
Projected 

$'000 

2017/18 
Projected 

$'000 

NET GFS Operating Balance 46,475 22,640 14,122 16,860 

          

GFS Revenue 186,966 158,299 146,471 148,324 

Remove ODA Revenue 63,763 34,749 24,484 24,484 

Underlying Revenue 123,203 123,549 121,987 123,840 

          

GFS Expenditure 140,792 136,268 134,609 133,724 

Remove ODA Revenue 17,597 12,629 9,549 9,549 

Underlying Expenditure 123,195 123,639 125,059 124,175 

          

Underlying Budget Balance 9 -90 -3,073 -335 

          

FINAL UNDERLYING NET OPERATING 
BUDGET BALANCE 9 -90 -3,073 -335 
 

To control the impacts of fiscal policy and macroeconomic stability, the Budget 2014/15 reflects the 
fiscal responsibility principals as outlined in the MFEM Act:  

¶ ensuring that unless Crown debt is at prudent levels, operating expenses will be less than 
operating revenues (i.e. Government will run an operating surplus); 

¶ achieving and maintaining levels of Crown net worth that provide a buffer against factors which 
may impact adversely on net worth in the future; 

¶ managing prudently the fiscal risks facing the Crown; and 

¶ pursuing policies that are consistent with a reasonable degree of predictability about the level 
and stability of tax rates for future years. 

4.1.1 Changes to Revenue 

Total operating revenue in 2014/15 is estimated to reach $123.2 million, this is made up of 
$103.10 million in tax revenue and $20.2 million in non-tax revenue. These estimates include the 
impact of the following Policy decisions or initiatives previously committed to Government:  

¶ exempting New Zealand Superannuation for income tax purposes to 31 December 2012; 

¶ reducing the dividend payout from Te Aponga Uira, to assist the utility with on-going capital 
investments; 

¶ amending the Transport Act allowing overseas full driver's licenses to be used here in the Cook 
Islands;  

¶ implementing the excise-equivalent duties on local alcohol and soft-drink from 1 July 2014; and 

¶ settling with a number of fishing vessel operators who have infringed in Cook Islands waters. 
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Table 4.3 Recommended Underlying Revenue Changes 2013/14 to 2017/18 ($000) 

  2013/14 2014/15 2015/16 2016/17 2017/18 

Revenue Underlying Balance PEFU 2014 118,447 124,518 123,820 128,794 128,795 

Changes in Tax Parameters 0 -1,383 638 -5,956 -4,077 

Other Changes to Non Tax Revenue 0 397 391 419 392 

Changes to Trading Revenue 0 -708 -745 -745 -745 

Impact on Revenue of Parameter 
adjustments 0 -1,694 284 -6,282 -4,429 

Changes in Tax Decisions 0 -325 95 125 125 
Other Decision Changes to Non Tax 

Revenue 0 705 -650 -650 -650 

Impact on Revenue of Decisions Changes 0 380 -555 -525 -525 

Final Underlying Revenue Balance 118,447 123,203 123,549 121,987 123,840 
 

The Government has also received payments resulting from settlements on illegal fishing activities. 
This is a one off adjustment for 2014/15 and has not been factored into the outer year estimates. 

 

Table 4.4 Parameter adjustments to Tax Revenue 2014/15 to 017/18 ($000) 

  2013/14 2014/15 2015/16 2016/17 2017/18 

VAT Adjustments 0 1,023 1,209 -888 -137 
Income Tax Adjustments 0 -402 -1,116 -2,549 -2,151 
Company Tax Adjustments 0 153 94 -570 -362 
Import Levies Adjustments 0 -1,889 810 -1,489 -1,189 
Withholding Tax 0 0 0 0 0 
Departure Tax 0 -267 -359 -459 -238 

Total Changes in Revenue Taxation  0 -1,383 638 -5,956 -4,077 
Note: a negative number indicates a negative impact on the Budget (a decline in revenue) 

As illustrated above in table 4.4, VAT is performing better than previously expected ς even when 
accounting for the full-year impact of the VAT increase to 15 per cent (which was already accounted 
for at the time of the PEFU). The reduction in taxation estimates is driven by import levies which are 
decreasing by $1.9 million in 2014/15 due to suppliers shifting tobacco purchases forward to 
2013/14 to avoid increased tax rates.  

Other tax changes relate to 2013/14 actual and changes in economic forecasts, although the latter 
affects all tax types. 

Total operating revenue collected in 2013/14 was lower by $1.3 million representing a variance of 1 
per cent in comparison to the original Budget estimates and was mainly attributed to lower than 
estimated tax revenue collected.  

Previously the Government committed to the following Policy decisions or initiatives:  

¶ to refund of tax paid and/or elimination of tax debts on New Zealand Superannuation prior to 
31 December 2012; 

¶ to reduce the dividend payout from Te Aponga Uira, in order to assist the utility with on-going 
capital investments; 

¶ amendments to the Transport Act allowing overseas full driver's licenses to be used here in the 
Cook Islands;  
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¶ implementation of the excise-equivalent duties on local alcohol and soft-drink from 1 July 2014; 
and 

¶ one-off illegal fishing penalties. 

In addition to these are further revenue adjustments to recognise interest on loans to subsidiaries 
from the Ports Authority on the subsidiary loan taken with the Crown for the construction of the 
Avatiu Harbour.  

Motor Vehicle Registrations have been conservatively increased by $0.1 million in the 2014/15 
estimates due to the increased number of vehicles imported, namely motorbikes with engine 
capacity over 100cc. 

Minor adjustments to other revenue include changes to trading revenues collected by various 
agencies and island administrations based on efficiencies in service delivery to the community and 
increased fees charged.  

 

4.1.2 Changes to Expenditures  

At the time of the 2014 PEFU, MFEM estimated underlying expenditure for 2014/15 to be 
$125.2 million declining to $123.8 million for expenditure from the time of the budget 2013/14 to 
the 2014/15 budget, excluding ODA. 

Adjustments in expenditure are made up of two types: Parameter adjustments and Policy decisions. 
Parameter adjustments are the result of factors outside of the immediate control of the 
Government, whereas Policy decisions ǊŜŦƭŜŎǘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴǎΦ 

Due to the general elections held on 9 July 2014, and taken to confirm the Executive, the normal 
development process for the Budget has been interrupted, and changes in expenditure for 2014/15 
are very minimal and result from: 

¶ policy decisions leading to new initiatives undertaken by Government; or   

¶ movements that occur outside of a decision, referred to as Parameter adjustments through no 
short term action by the government.  For example, these would include depreciation or 
movements in welfare beneficiary numbers.   

Total operating expenditure spent in 2013/14 was lower by $2.1 million representing a variance of 2 
per cent in comparison to the original Budget estimates and were mainly attributed to lower 
expenditure on the Air New Zealand Underwrite, Toa profit guarantee and lower levels of spending 
my ministries.  

New Expenditure Initiatives  
 Increased spending amounts to $1.2 million in 2014/15 reducing slightly to $1.1 million in 2015/16. 
The increases in spending are offset by reductions to expenditure Parameter adjustments by 
$2.5 million in 2014/15. In addition, MFEM has identified a total of $0.414 million in savings mainly 
resulting from the long haul underwrite and delays in recruitment for vacant positions in the past 
three months. Further details on each of the initiatives can be found in the expenditure chapter 
(Chapter 8). 
 
The Budget also includes several technical adjustments to the budget baselines to reflect an update 
to the funding formula for the Pa Enua, reclassification and more up to date data being available 
which updates forecast estimates done at the time of the budget last year. The budget also includes 
adjustments for the outer years as result of contracts and projects coming to an end.   

Total capital expenditure funded by the Cook Islands Government and various other sources such as 
lending, State Owned Enterprises (SOEs), ODA and Crown reserves are budgeted at a sum of 
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$21.8 million as published in detail in the Capital Plan (Book 3). This represents a significant increase 
of $12.4 million from the original budget of $9.4 million to be funded by Government in 2013/14.  

¶ $4.5 million towards the Te Mato Vai to the water upgrade project which is being undertaken by 

ǘƘŜ /ƻƻƪ LǎƭŀƴŘǎΣ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ ŀƴŘ bŜǿ ½ŜŀƭŀƴŘΦ  

¶ $4.7 million has been allocated towards the third phase of project city which upgrade the roads 

from the international airport to tupapa area.  

¶ $10.2 million towards the Renewble Energy Programme Support funded by New Zealand which 

includes the construction of renewable energy infrastructure on Rarotonga and islands of the 

Northern Group.  

¶ Concepts notes for the Chinese building repairs, Apii Nikao school rebuild are in the process of 

being finalised to be submitted for consideration to be funded using the balance of China grant 

funds. A request for contributions towards the 50th Anniversary celebrations next year is also 

being processed. The balance of funds will be allocated using the new process which includes 

recommendations for capital projects approved by the Infrastructure Committee. 

¶ Improving sanitation is a priority of  the Cook Islands Government as set out in the National 

Sustainable Development Plan (2011ς2015), Sustainable sanitation solutions are essential to 

ensuring adequate protection for public health, the environment and the tourism sector. 

Following the completion of the Muri pilot upgrade, the Sanitation Upgrade Programme aims to 

scale up improved sanitation to all of Rarotonga and Aitutaki from 2014-2018 with a total 

budget of $10 million. 

4.1.3 Budget Policy Statement  

The Budget Policy Statement (BPS) 2014/15 was published in December 2013 and standard practise 
includes this key document forming the basis for decisions which are incorporated into the  Budget 
Estimates. As mentioned above, due to recent general elections held on 9 July 2014 and the length 
of time is has taken to confirm the Executive, the normal development process of the budget has 
been interrupted and changes in expenditure for 2014/15 was minimal. Therefore Budget 2014/15 
includes minimal adjustments and it is anticipated that the normal budget process will take place 
possibly next year during the development of a Supplementary Budget to accommodate any further 
necessary budget adjustments required.  

It is important to note that the key intentions of the BPS 2014/15 continue to be supported and 
implemented through existing budgetary baselines of ministries and crown agencies.  

The broad strategic priorities for Budget 2014/15 build on the achievements of the Government to 
date by directing public spending to encourage growth and complement private sector investment.   
Taking the National Sustainable Development Plan (NSDP) as a point of departure, the Government 
is certain that the broad strategic priorities for 2014/15 will provide a framework which protects our 
fiscal position and supports inclusive sustainable growth.  Our broad strategic priorities are to: 

1. improve the wellbeing of our people; 

2. revitalise growth in the Pa Enua; 

3. maximise the social and economic benefits of infrastructure investment to our communities; 

4. facilitate greater income generation opportunities and economic growth in the Cook Islands; 

5. take the precautionary approach to economic development ;  

6. promote safety and justice; and 

7. improve public service productivity. 
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4.2 Fiscal Responsibility Ratios  

The original Fiscal Responsibility Ratio (FFR) benchmarks were established under the Manila 
Agreement, prior to the move to GFS reporting. 

Some of the ratios have now changed in their nature ς for the 2014/15 Budget reporting will be 
against the previous measures, but the Government will review a new set of fiscal benchmarks 
which will maintain similar fiscal control to incorporate the new GFS reporting framework during 
2014/15 and introduce these in the 2015/16 budget.  

 

4.2.1 Tax Revenue to GDP 

This ratio establishes boundaries on the collection of revenue and ensures government limits the 
diversion of resources away from the private sector and households.  The benchmark that current 
and previous governments have agreed to work within is to maintain collections to within 25 
per cent of GDP.  The expected performance against this benchmark is illustrated in Chart 4.1 below.  

Current forecasts estimate that the Government will exceed the benchmark by a small margin to 
26.1 percent in 2014/15 and remains around the approximately the same in the forward estimates. 
The reason for this is the tax reform that the Government endorsed in Late 2013, which included the 
tax rate of VAT being increased to 15 per cent and the rate of PAYE being reduced.  

Chart 4.1  Tax Revenue to GDP, 2013/14 to 2017/18 

 

 

4.2.2 Personnel Expenditure to Revenue  

This ratio is aimed at controlling the expansion in the size of the public service.  Current and previous 
Governments have agreed to work within a benchmark to maintain the expenditure on personnel 
within 40 per cent of total revenue.  As illustrated in Chart 4.2, the Government is expecting to 
remain within the overall ratio 40 per cent for 2014/15 and outer years. It is also important to note 
that the actual personnel expenditure spent in 2013/14 was relatively lower by 8.5 per cent 
compared to the original budget estimates.  
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Chart 4.2 Personnel Expenditure to Revenue 2013/14 to 2017/18 

 

 

4.2.3 Underlying Net Operating Balance 

This ratio indicates that Government is able to afford the operational costs of performing the 
functions of government from its own revenue streams.  Government has set a benchmark of 
running an operating surplus in each Budget.  As illustrated below, it is anticipated that Government 
has an underlying operating surplus of $0.009 million per the provisional actual due to the phasing of 
the Tax Review.  

Going forward, changes in expenditure and revenue estimates are predicted to result in a 
$0.009 million operating surplus in 2014/15 and worsening to $0.1 million deficit in 2015/16, a -
$3.1 million deficit in 2016/17 and -$0.34 million in 2017/18, this is mainly due to the profile shifts in 
revenue mainly caused by large investments in infrastructure projects and a reduction in the Apex 
Profit Guarantee as the contract comes to an end.  
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Chart 4.3 Underlying Operating Balance 2013/14 to 2017/18 

 

 

4.2.4 Net Debt Servicing to Revenue 

This ratio measures the ability of Government to service its debt obligations from revenue collected.  
Debt servicing includes both interest and principle, and is now net of draw-downs in earmarked loan 
reserves to more accurately reflect the ability of Government to service its debt obligations.  As 
shown in chart below, the ratio of debt servicing over the short to medium term is maintained within 
the benchmark of five per cent of total revenue.  

Chart 4.4 Debt Servicing to Revenue 2013/14 to 2017/18 
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4.2.5 Budget Overall Balance to GDP 

This ratio is the operating balance less non-operating expenditure (purchase of assets and 
repayment of liabilities).  Where the overall budget balance is in deficit, it must be serviced through 
lending or a drawdown of reserve funds.  The benchmark is set to be maintained within -/+2 per cent 
of GDP to ensure that Government does not rapidly accumulate debt, and taken together with the 
debt servicing to total revenue and net debt to GDP ratios, ensures that debt is managed and taken 
on within sustainable levels. Chart 4.5 illustrates that Government breach is expected to the overall 
Budget balance due to large scale infrastructure projects, which are financed by concessional 
lending. This is predominantly driven by large projects funded through loans ie: Te Mato Vai and 
Renewable Energy projects which are highlighted in Capital Book 3. The negative balances for 
2016/17 and 2017/18 are also driven by the deficit in the underlying operating balance.  

Chart 4.5 Budget Overall Fiscal Balance to GDP 2013/14 to 2017/18 

 

 

4.2.6 Net Debt to GDP 

This ratio measures the level of debt relative to national income and is intended to control the 
ƻǾŜǊŀƭƭ ƭŜǾŜƭ ƻŦ ŘŜōǘ ǘŀƪŜƴ ƻƴ ōȅ DƻǾŜǊƴƳŜƴǘ ƛƴŎƭǳŘƛƴƎ {h9ΩǎΦ  ¢ƘŜ ōŜƴŎƘƳŀǊƪ ŀƎǊŜŜŘ ǘƻ ōȅ 
Government is to maintain net debt within 35 per cent of GDP.  This would represent total 
borrowings of $93.7 million estimated in 2014/15.  Chart 4.6  illustrates that Government is well 
within the benchmark over the short and medium term.   
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Chart 4.6 Net Debt to GDP Ratio 2014/15 to 2017/18 
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Table 4.5 Fiscal Indicators Summary  

  FY13/14  FY14/15 FY15/16 FY16/17 FY17/18 

  Actual Budget Estimates Projected Projected 

Statement of Financial Performance           

Taxation Underlying Revenue ($m) 97.2 103.1 104.8 103.2 105.1 

Social Contributions ($m) 0.0 0.0 0.0 0.0 0.0 

Other Underlying Revenue ($m) 20.8 20.1 18.7 18.7 18.7 

Total Operating Underlying Revenue ($m) 118.0 123.2 123.5 122.0 123.8 

     Total Underlying Revenue Percentage of 
GDP ($m) 31.2 31.1 30.9 31.4 31.3 
     Tax Underlying Revenue Percentage of 
GDP ($m) 25.7 26.1 26.2 26.5 26.6 

Personnel ($m) 44.0 46.3 46.4 46.4 46.4 

     Percentage of Total Underlying Revenue   37.3 37.6 37.6 38.0 37.5 

Total Operating Underlying Expenditure ($m) 113.7 123.2 123.6 125.1 124.2 

     Percentage of GDP  30.0 31.1 30.9 32.1 31.4 
     Percentage of Operating Underlying 
Revenue  96.4 100.0 100.1 102.5 100.3 

Re-appropriation of Previous Years Funds 
for Capital ($m) 0.0 0.0 0.0 0.0 0.0 

Underlying Operating Balance ($m) 4.28 0.01 -0.09 -3.07 -0.34 

     Percentage of GDP  1.1 0.0 0.0 -0.8 -0.1 

Total Non Operating Balance ($m) 15.2 27.9 27.1 16.9 11.0 

Fiscal Balance Surplus/(Deficit) ($m)* -10.9 -27.9 -27.2 -20.0 -11.4 

     Percentage of GDP  2.9 7.0 6.8 5.1 2.9 

Statement of Financial Position ($m)           

Assets ($m) 530.5 600.1 642.9 660.9 681.1 

Liabilities ($m) 119.0 116.0 120.4 117.0 113.1 

Crown Balance ($m) 411.5 484.1 522.5 543.9 567.9 

     Percentage of GDP  -108.6 -122.3 -130.6 -139.8 -143.5 

Statement of Borrowings ($m)           

Gross Debt end of FY ($m) 89.3 93.7 97.5 92.6 85.9 

     Percentage of GDP  23.6 23.7 24.4 23.8 21.7 

Net Crown Debt, end of FY ($m) 72.4 77.7 81.6 77.4 73.1 

     Percentage of GDP  19.1 19.6 20.4 19.9 18.5 

Loan Repayment Reserves Held ($m) 16.2 16.1 15.9 15.1 12.7 

Development Partner Support ($m)           

Grants ($m) 33.2 63.7 34.7 24.4 24.4 

     Percentage of GDP  8.8 16.1 8.7 6.3 6.2 

Net Debt Servicing1 ($m) 1.4 4.2 4.2 4.4 5.9 

    Percentage of Total Underlying Revenue  1.2 3.4 3.4 3.4 3.4 

Memo item:  Nominal GDP ($m) 378.8 395.7 400.1 389.0 395.7 

*The Fiscal Balance is the sum total of the Net operating balance and the Non-operating balance. The shortfall/deficit is then funded 

through cash reserves, depreciation and loans which can be found in the Statement of Fiscal Responsibility (Financing and Applications 
Statement) on pages 178-179  
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5 ECONOMIC UPDATE 

5.1 Introduction 

The Cook Islands is a small open economy largely dependent on tourism where its natural 
comparative advantage lies. Consumer preferences and economic growth in the major tourist source 
market of New Zealand (and to a lesser extent, Australia) has a major impact on domestic economic 
performance. Any international developments affecting New Zealand will eventually impact on the 
Cook Islands. Not only is New Zealand the Cook Islands largest trading partner and source of tourism, 
but changes in the New Zealand dollar will also impact on domestic markets and inflation. 
Increasingly, large capital works have also become a driver for economic growth. The completion of 
these projects will present challenges for maintaining the economic stimulus of construction activity 
in future years. 

Despite being one of the most remotest countries in the world, and one of the smallest (even by 
Pacific standards), the Cook Islands is one of the most prosperous countries per capita in the Pacific, 
behind New Zealand and Australia. The Cook Islands has enjoyed a sustained period of economic 
prosperity following the rapid growth of the tourism industry and a series of public sector reforms 
following the economic crisis of the mid-nineties. The economic dependency on tourism has 
benefitted the Cook Islands greatly. Despite this success, the lack of economic diversity or 
economies of scale can make any progress fragile and reversible.  Labour market constraints across 
various areas of the economy still present major limitations on economic growth. 

The reliance on imports to support local consumption makes the Cook Islands extremely vulnerable 
to external price shocks ς particularly in regards to fuel, as transport and energy costs affect the 
price of almost all goods. Despite the large imbalance in goods trade, the Cook Islands enjoys a 
current account surplus, owing to the significant contribution of estimated tourism revenue (which is 
counted as a service export).  

Global recovery from the 2008 economic crisis continues. The Euro area (as a whole) is out of 
recession but remains sluggish, while the US recovery seems likely to continue in the near term. 
DǊƻǿǘƘ ƛƴ /Ƙƛƴŀ ŀƴŘ 9ŀǎǘ !ǎƛŀ Ƙŀǎ ǎƭƻǿŜŘΣ ōǳǘ /ƘƛƴŀΩǎ ƎǊƻǿǘƘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ǎǘŀȅ ŀōƻǾŜ seven per 
cent on the back of continued government stimulus. Initial tensions in Ukraine and the middle-east 
have had impacts on their respective regions, but are yet to have significantly wider implications on 
commodity prices (such as oil and gas).  

In October 2014, the International Monetary Fund (IMF) revised its forecast for global economic 
growth in 2014 to 3.3 per cent, a slight downward revision, with the World Bank forecasting 2.8 per 
cent (a downward revision from the 3.7 per cent growth estimated earlier this year). For 2015, the 
IMF is forecasting that global growth will improve to 3.8 per cent, and the World Bank estimates 3.4 
per cent. The ten-year average for world economic growth is 3.4 per cent growth per annum.  

Official growth forecasts for New Zealand and Australia were not updated in time for this 
publication. The most recent forecasts from their respective Budget documents suggest that for 
2014/15 they will grow at 3.5 per cent and 2.5 per cent respectively. Continued economic growth in 
these markets should have positive flow on effects for tourism arrivals, although recent arrival 
figures (particularly out of New Zealand) have been weaker than anticipated. This may be due to 
international competition coming mainly from discounted fares previously and additional capacity 
being offered into other Pacific destinations such as Fiji, Hawaii, and Bali. 

Since the 2014 PEFU, tourism arrivals for July and August came in around 1,500 less than expected ς 
for context, this shortfall is around 1.3 per cent of total annual arrivals.  This has led to a revision of 
the 2014/15 arrivals forecasts.  
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While tourism forecasts for 2014/15 have been revised downwards, there has been an upward 
revision to GDP estimates due to a large increase in public sector capital investment. The potential 
ΨǎƭƛǇǇŀƎŜΩ ƻŦ ŎŀǇƛǘŀƭ ǎǇŜƴŘƛƴƎ ŀƴŘ ǘƘŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ development partner projects are the main 
risks to the economy outside of declining tourism arrivals. The economic gains from the Cook Islands 
Government 2013 Tax Review also contribute to estimated GDP growth in 2014/15.  

Nominal GDP (which includes inflation) is estimated to have grown by 2.6 per cent in 2013/14, a 
downward revision from the forecast of 4.8 per cent growth forecast at the time of the PEFU, due to 
a combination of slower tourist arrivals and a shift of capital projects into 2014/15. Nominal growth 
is expected to be an estimated 4.5 per cent in 2014/15, due largely to increased public sector capital 
investment. Estimated growth falls to 1.1 per cent growth in 2015/16 due to completion of some 
capital projects, before declining 2.8 per cent in 2016/17 due to a large reduction in the capital 
profile (a combination of completed capital projects and no new projects being scheduled). 

Tourist growth has been revised down from the forecasts at the 2014 PEFU. This takes some 
pressure off the capacity constraints that were expected to significantly reduce growth from 2017 
onwards. Growth in visitor arrivals is expected to slow from 1.6 per cent in 2013/14 to a 0.5 per cent 
reduction in arrivals in 2014/15 due mainly to a slower growth out of New Zealand and fewer 
arrivals than expected in July and August 2014. The forecast for 2015/16 has been similarly revised 
down from 1.7 per cent growth to 0.9 per cent growth. 

Inflation as measured by the Cook Islands Consumer Price Index (CPI) was 1.6 per cent in 2013/14, 
however, year average inflation from September 2013 to September 2014 was higher, at 
1.9 per cent. Through the year inflation to September was higher still, at 2.7 per cent, due the full 
inflationary impacts of the VAT increase on 1 April 2014. Through the year inflation in the June 
quarter of 2014 (the quarter where the VAT was increased) was expected to be around 3.5 per cent, 
but the result was 2.2 per cent. This is only a 1.3 percentage point increase on the March 2014 
inflation result, suggesting that reported price gouging by some retailers was not widespread.  

With the exception of the one-off increase in the VAT, inflation is expected to adjust towards its 
long-term trend. The year average CPI is forecast to increase to 3.8 per cent in 2014/15 due to the 
change in VAT, before increasing to 2.6 per cent in 2015/16.  



 

25 

Table 5.1 Summary of Economic Indicators  

Economic Indicators 0 0 0 0 0 0 
0 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 
0 Actual Est Proj Proj Proj Proj 

Economic Activity ($000) 0 0 0 0 0 0 

Nominal GDP     369,131     378,788       395,745     400,085       389,015       395,732  
    Percentage change (YOY) -1.0 2.6 4.5 1.1 -2.8 1.7 
Real GDP (2006 Prices)    278,953     284,652       292,778     291,925       278,536       276,956  
    Percentage change  -1.7 2.0 2.9 -0.3 -4.6 -0.6 

Inflation ($000) 0 0 0 0 0 0 

Consumer Price Index (base 
Dec. 2006 = 100) 

124.9 126.8 131.6 135.0 139.2 143.6 

    Percentage change (YOY) 2.6 1.6 3.8 2.6 3.1 3.1 

Construction/Capital Investment ($000) 
Commercial Building Approvals          2,975          1,859           1,859          1,859           1,859           1,859  
Residential Building Approvals          5,887          6,161           5,732          5,611           5,494           5,378  
Public Works (includes Dev 
Partners) 

31,295 49,455 65,311 58,365 25,185        21,002  

Productive Sector Indicators ($000) 0 0 0 0 0 

Visitor Arrivals    120,909     122,900       122,200     123,200       124,100       125,000  
    Percentage change (YOY) 3.5 1.6 -0.6 0.8 0.7 0.7 
Estimated Visitor Expenditures 
($'000) 

   222,127     229,100       235,200     243,400       252,800       262,500  

Pearl Exports             291             252               150             150               150               150  
Fish Exports          8,059       20,816         20,820       20,820         20,820         20,820  

External Sector ($000) 0 0 0 0 0 0 

Merchandise Trade Balance 
($'000) 

 -126,170  -132,411    -130,200  -131,000    -132,000    -132,800 

Services Trade Balance     222,127     229,100       235,200     243,400       252,800       262,500  
Exchange Rate (USD/NZD 
Average, April 2014) 

0.822 0.830 0.863 0.847 0.847 0.847 

Financial Sector (at end of financial year)0($000) 0 0 0 0 

Government Net Debt Position 
($'000) 

     16,178       58,244         71,703       75,444         60,833         41,241  

Private and Public Enterprise 
Deposits)*  

   228,949     170,273                  -                   -                    -                    -    

Private and Public Enterprise 
Loans  

   286,213     280,364                  -                   -                    -                    -    

* No attempt is made to estimate public or private deposits or loans due to breaks in the data series, although both series show 
downward trends 
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5.2 Gross Domestic Product (GDP) 

Real GDP (removing the impact of inflation) for the Cook Islands declined 4.8 per cent in 2013, 
reversing gains achieved in 2012. Contributing to this decline were construction (2.8 percentage 
points )  and finance and business services (2.6 percentage points). Partially offsetting the declines 
were contributions from transport and communication (1.1 percentage point) and agriculture (0.7 
percentage points).  

The 2013 GDP estimates highlight the sensitivity of national GDP to construction projects, and their 
associated implementation schedules. This is particularly important in the coming years, where the 
level of public capital investment will be at record levels. 

 

Chart 5.1 Contribution to 2013 real GDP growth (percentage point contribution) 

 

 

Including price changes, nominal GDP fell 5.1 per cent in the 2013 calendar year, due to both 
quantity effects mentioned above, but also to falls in price.  

With the arrival of new and quarterly GDP data for the 2013 year, baseline estimates of economic 
activity were able to be updated to as recently as the December quarter 2013. The 2013/14 year is 
now expected to have grown 2.6 per cent in nominal terms, as compared to an estimate of 4.7 per 
cent at the time of the PEFU, due largely to a shifting of capital projects to 2014/15 and slower 
tourism growth. 

Nominal GDP growth is then estimated to increase to 4.5 per cent in 2014/15 due to large increases 
in public capital investment by the Cook Islands Government and development partners. Slippage of 
some capital investment activity from 2013/14 into 2014/15, and the bringing forward of some 
activity into 2014/15 (notably, renewable energy for the Southern Group) will benefit the economic 
outcome for 2014/15. By 2015/16, slow growth in tourism and the completion of some capital 
projects are expected to lead to a slowing of nominal GDP growth to an estimated 1.1 per cent.  
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Table 5.2 GDP growth revisions (percent)  

 
2013/14 2014/15 2015/16 

 

2014  
PEFU 

2014-15 
Budget 

2014  
PEFU 

2014-15 
Budget 

2014  
PEFU 

2014-15 
Budget 

 Nominal GDP growth  
 

4.8 2.6 3.9 4.5 1.9 1.1 

 Real GDP growth  
 

2.2 2.0 -0.7 2.9 -1.1 -0.3 

Implicit GDP deflator  2.3 0.6 4.6 1.6 3.1 1.4 

 

Real GDP is forecast to follow a similar pattern to nominal growth but is lower as it excludes the 
impact of inflation. The 2014/15 Budget is the first time where attempts have been made to forecast 
a GDP deflator (previously this was assumed to equal inflation). Despite a large reduction in nominal 
GDP growth from the forecasts at the PEFU, real GDP growth for 2013/14 was revised to 2.0 per 
cent, due to lower than expected inflation over 2013/14.  

The changes in the GDP deflator flow on to 2014/15, with a significant improvement in the real GDP 
forecast. Real activity in 2014/15 is also anticipated to be much higher due to the level of public 
sector capital investment in that year. The completion of some projects in 2015/16 offsets subdued 
tourism growth to reduce real GDP by 0.3 per cent.  

These forecasts remain dependent on a number of recent trends continuing. The key risks to GDP 
growth are: 

¶ poor budget execution of the public sector capital investment planned across the Cook Islands ς 
in particular, any delays in the implementation of the renewable energy or water projects; 

¶ the preferences of New Zealand and Australian tourists moving towards other competing 
tourism markets in the Pacific or Asia (for example recent openings for direct flights to Bali, 
Honolulu, and Manila from Auckland); 

¶ an economic slowdown in New Zealand and/or Australia; 

¶ domestic labour market failing to increase through a decline in migrant labour entering the Cook 
Islands to fill job vacancies, or Cook Islanders continuing to leave the local market; 

¶ external price shocks to our major import categories (fuel or food supplied by New Zealand);  

¶ dramatic changes in consumption patterns due to VAT or import levy changes (above and 
beyond those already forecast); and 

¶ any reductions in projected ODA. 

On the upside, a return to trend levels of inflation may not occur, as current inflation levels appear 
to be below what was expected in previous forecasts, suggesting that the GDP deflator (the 
difference between nominal and real GDP) may be lower than expected.  
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Chart 5.2 Real GDP at 2006/07 prices, 2003/04 to 2017/18 ($000) 

   

Note: the shift in the Real GDP graph is due to a revision in the GDP deflator between the two 
forecast periods (2014 PEFU uses CPI inflation). The availability of quarterly GDP estimates is another 
difference between the two series. 

 

Chart 5.3 Nominal GDP at current prices, 2003/04 to 2017/18 ($000) 
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5.3 Consumer Price Index (CPI) 

Inflation in the Cook Islands is measured by the Consumer Price Index (CPI) which is reported on a 
quarterly basis. Over the last ten years, the Cook Islands has enjoyed low and relatively stable 
inflation due to the use of the New Zealand dollar as the national currency (with the exception of the 
dramatic increase in global fuel prices which drove inflation to 10.2 per cent in 2008/09). 

At the time of publication, the most recent CPI data available was for the September quarter 2014, 
which showed inflation of 2.7 per cent compared to the September quarter 2013, and average 
annual inflation of 1.9 per cent for the 12 months to September. 

Average annual inflation up to the September quarter 2014 was driven by a 28.4 per cent increase in 
tobacco prices (contributing 1.0 percentage points to overall inflation, see Chart 5.4) and a 3.5 per 
cent increase in Food prices (contributing 1.1 percentage points) being partially offset by 2.1 per 
cent decrease in the cost of housing (subtracting 0.3 percentage points).  

Chart 5.4 Contribution to September quarter 2014 year average inflation  

  

 

The year average inflation is estimated to increase from an average annual rate of 1.6 per cent in 
2013/14 to the historical average of 3.1 per cent in the outer years as shown in Chart 5.5.  This is 
slightly higher than the New Zealand target rate.  

The exception to this is 2014/15, which will bear the full inflationary effect of the VAT from 1 April 
2014, with an estimated average annual inflation of 3.8 per cent. This is a significant downward 
revision from previous estimates of 4.6 per cent. While food, tobacco and alcohol appear to be 
following the expected price changes stemming from the VAT increase on 1 April, price changes in 
other areas have been relatively flat. Notably, the prices in key areas such as household operations, 
housing and transportation have fallen, providing relief to household budgets. Indeed, the price 
increases in tobacco have been the major driver behind CPI increases since 2013, when the duty on 
wholesale tobacco was increased by 33 per cent. 

There are substantial risks surrounding these forecasts. A decline in the New Zealand dollar from its 
historic highs would be expected to have an inflationary impact on the Cook Island economy through 
higher import prices. Similarly, fuel prices have remained relatively stable in recent times, and any 
increase from current prices could have a dramatic effect on the prices of all imported goods, which 



 

30 

make up the bulk of consumer items (as occurred in 2007/08 and 2008/09).1 Issues surrounding 
retailers using the increase of the VAT to price gauge also presents a risk, although this has been 
partially factored into the forecasts for 2014/15. 

Recent quarterly inflation figures have been less than expected both in the Cook Islands and New 
Zealand. If this were to continue, inflationary pressure on the economy may be much less than 
anticipated over 2014/15. 

Chart 5.5 Consumer Price Index (CPI), year average, 2003/04 ς 2017/18 

  

 

5.4 Tourism 

Tourism remains the largest industry in the Cook Islands, accounting for around 60 per cent of the 
economy. The Cook Islands has experienced record tourism arrival numbers almost every year since 
2001 and 2013/14 was no exception, with another record year. 

However, as predicted at the time of the 2014 PEFU, growth in tourism arrivals continued to slow 
from 3.2 per cent growth in 2012/13 to 1.6 per cent growth in 2013/14 (2013/14 was forecast to 
grow at 1.7 per cent). The strong growth experienced from New Zealand and Australian markets 
likely to have peaked over 2010 to 2012 and a return to double digit growth in the near term is 
unlikely. Subsequently, tourist arrival forecasts have been further revised downwards.  

Reflecting ongoing softness in key markets, tourist arrivals are forecast to contract 0.5 per cent in 
2014/15, the first fall in arrivals since 2007/08. Subdued growth of 0.9 per cent is predicted for 

                                                           
 
1 !ǎ ǇŀǊǘ ƻŦ ŀǎǎŜƳōƭƛƴƎ ŦƻǊŜŎŀǎǘǎ ŦƻǊ ǘƘƛǎ ǇǳōƭƛŎŀǘƛƻƴΣ ŀ ƳƻǊŜ ǘƘƻǊƻǳƎƘ ŀƴŀƭȅǎƛǎ ƻŦ bŜǿ ½ŜŀƭŀƴŘΩǎ ŘƻƳŜǎǘƛŎ ƛƴŦƭŀǘƛƻƴ ŀƴŘ ƛǘǎ ƛƳpacts on the 
Cook Islands was undertaken. A regression analysis suggests that around 10 per cent of the variation in current Cook Islands inflation can 
be related to either the 3-month lag or the current-period New Zealand goods inflation, with up to 80 per cent of the variation being 
unrelated to New Zealand goods inflation (even when both time periods are used). While this is not a complete analysis, it suggests that 
price shocks in New Zealand goods may not always translate to price shocks in the Cook Islands. Using New Zealand export price indices 
may provide further guidance in this area and may assist in assembling future forecasts. 
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2015/16. This is a downward revision from the PEFU estimates of 1.7 per cent for 2014/15 and 1.9 
per cent for 2015/16 due to lower than expected arrivals so far this financial year.  

Current year-to-date arrivals (January-August) are 0.9 per cent higher than the similar period in 
2013, but the last three months (June-August) are 2.6 per cent lower than the same period last year. 

New Zealand remains by far the largest market at 65 per cent of total arrivals in 2013/14, a slight fall 
in the share of total arrivals from 2012/13.  

Australia has a smaller, but increasing share (18 per cent, up 2.9 percentage points in the last four 
years) which is offsetting the declines experienced in European markets.  

The average stay is estimated at around 8.0 days, with this average heavily influenced by the level of 
New Zealand and Australian arrivals. The average daily spend (including accommodation) is 
estimated to be around $200-230 per visitor (including children), but varies by time of year and by 
tourist source market. 

 Chart 5.6 Total monthly visitor arrivals (12 month moving average) 2005-2017  

 

 

Table 5.3 Actual and forecast total tourism numbers by quarter 2012/13 to 2017/18  

  Qtr 1  Qtr 2 Qtr 3 Qtr 4 Total  

2012/13     39,113      31,571      20,493      29,732     120,909  
2013/14     39,031      31,902      21,294      30,627     122,854  
2014/15     37,722      31,724      21,300      31,400     122,200  
2015/16     39,100      31,600      21,200      31,300     123,200  
2016/17     39,300      31,900      21,300      31,600     124,100  
2017/18     39,500      32,200      21,500      31,900  125,000  

 

In the lead up to the Pacific Island Leaders Forum in July/August 2012, which led to a record number 
of arrivals, it was evident that capacity constraints are an issue in Rarotonga. July 2012 continues to 
be the benchmark for the maximum number of arrivals that Rarotonga can be expected to 
reasonably handle until new capacity comes online (which may be as soon as late 2014). Continued 
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private investment will be required to sustain industry growth during the peak months, although the 
downward revision in tourism forecasts for 2014/15 has relieved this pressure in the medium term.  

Table 5.4 Rising capacity utilisation of Cook Islands tourism sector, 2011/12 ς 2016/17 

    Months with arrivals of between...   

Year 
Average 
capacity 

80-90 
per cent 

90-94 
per cent 

95-98 
per cent 

99-100 
per cent 

Estimated 
lost arrivals 

2012/13 73.0 per cent 2 2 0 1 
 

2013/14 74.1 per cent 2 2 1 0 
 

2014/15 73.7 per cent 4 0 1 0 
 

2015/16 74.4 per cent 3 1 1 0 0 
2016/17 74.9 per cent 3 0 1 1 107 
2017/18 75.4 per cent 1 2 1 1 217 

 

Due to the downward revision in the arrival forecasts, and an increase in some types of 
accommodation, capacity constraints are not as dramatic as they once were over the forecast 
period. Slower growth in arrivals will provide more time for new investments to come online in a 
timely manner. However, after a short reprieve in 2014/15 and 2015/16, it is expected that July is 
back at full capacity from 2016/17, with significant strain in August (95-99 per cent capacity 
utilisation).  Increasingly, arrivals are being loaded onto the latter half of the calendar year. 

While growth has been relatively muted in 2013/14, and has been revised downwards overall, the 
capacity of the tourism sector (be it management capacity or additional capital investment) needs to 
expand if arrivals are expected to continue. The overall Tourism Corporation strategy of increasing 
arrivals in non-peak times may be able to increase the capital returns of the industry in the short 
term, thereby encouraging more investment, but increases in value offerings or capacity will be 
needed so long as Australia and New Zealand remain the major tourist markets. 

 

5.4.1 New Zealand 

New Zealand continues to be the Cook IslandsΩ leading market for visitors, accounting for an 
estimated 65 per cent of the total market (or 80,251) in 2013/14.  

Over the past ten years, New Zealand arrivals have grown an average of 9.5 per cent a year ς a 
phenomenal level of growth with New Zealand arrivals more than doubling over that period 
(increasing by 140 per cent). Outbound tourism from New Zealand only grew 37.3 in total per cent 
over the same period, an average of 4.6 per cent a year. This represents a large shift in New Zealand 
tourist preferences towards the Cook Islands over other destinations. This is supported by the 
results of the recent visitor survey which estimates that 47 per cent of visitors from New Zealand are 
return visitors ς an impressive achievement for the tourism industry. 

However, in 2012/13 outbound tourist growth from New Zealand fell to 1.4 per cent, the lowest 
growth since 2000 (the earliest data publically available). New Zealand arrivals into the Cook Islands 
followed a similar trend, with growth in New Zealand arrivals falling to 2.9 per cent for 2012/13, the 
third lowest growth outcome in 12 years, and well below the 8.1 per cent growth experienced in 
2011/12. 

Similarly, growth in arrivals slowed further in 2013/14, with arrivals from New Zealand only 
increasing 0.5 per cent, the slowest growth in New Zealand arrivals since 1997/98.  

Going forward, New Zealand arrivals are expected to decline by 0.5 per cent in 2014/15, due largely 
to poor performance in July and August (when compared to the stellar performance in previous 
years). With the recent performance of New Zealand arrivals, as well as the slowdown in outbound 
New Zealand tourists, New Zealand arrivals are expected to grow by 0.5 per cent in 2015/16 and 0.4 
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per cent in 2016/17 ς a significant revision. The long term trend is also projected to be much lower 
than historical performance would suggest, at around 0.4 per cent. These forecasts are based on 
recent performance, greater anticipated competition for New Zealand tourists from other Pacific 
destinations, and a strong New Zealand dollar reducing relative price competitiveness. 

Chart 5.7 New Zealand monthly visitor arrivals (12 month moving average) 2005-2017  

 

 

Table 5.5 Actual and forecast New Zealand tourism numbers by quarter 2012/13 to 
2017/18 

  Qtr 1 Qtr 2 Qtr 3 Qtr 4 Total 

2012/13     28,482      19,933      11,272      20,148       79,835  
2013/14     28,382      19,323      11,666      20,880       80,251  
2014/15     27,388      19,262      11,700      21,500       79,900  
2015/16     28,000      19,200      11,700      21,400       80,300  
2016/17     28,100      19,300      11,700      21,500       80,600  
2017/18     28,200      19,400      11,800      21,700       81,000  

 

5.4.2 Australia 

The Australian market is the second largest tourism market to the Cook Islands, accounting for 
approximately 18 per cent of the total market share.  

Australia has been experiencing a boom in outbound tourism growth. In the last ten years Australian 
outbound tourism has grown by 112 per cent, an average of 9.3 per cent a year. To compare, 
Australian arrivals to the Cook Islands have increased 97 per cent, or an annual average of 7.5 per 
cent. While the growth in tourist arrivals from Australia has been impressive, the main driver of this 
appears to be the overall growth in Australian tourists, rather than the Cook Islands increasing its 
ƳŀǊƪŜǘ ǎƘŀǊŜΦ LƴŘŜŜŘΣ ǿƛǘƘ ǘƘŜ ŜȄŎŜǇǘƛƻƴ ƻŦ ǘƘŜ ƭŀǎǘ ǘǿƻ ȅŜŀǊǎΣ ǘƘŜ /ƻƻƪ LǎƭŀƴŘǎΩ ǎƘŀǊe of Australian 
outbound tourism fell across the period. 
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After growing an impressive 7.0 per cent in 2012/13, Australian arrivals slowed significantly in the 
last half of 2013, a trend that was expected to continue into 2014. Estimates from the PEFU are been 
largely unchanged, with Australian arrivals meeting expectations.   

Due to fewer arrivals than expected in July and August, the growth in arrivals for 2014/15 is 
expected to be around 1.6 per cent. Growth is then assumed to follow the outbound tourist 
numbers coming from Australia. Using Australian-based industry forecasts as a proxy for Australian 
arrivals into the Cook Islands, it is estimated that Australian arrivals will grow by 2.9 per cent in 
2015/16, before slowing to 2.8 per cent growth in 2016/17 and 2017/18.2  

The expected change in fleet from a Boeing 767 to a Boeing 777 on the underwritten Sydney route 
presents an opportunity to improve fare competitiveness with other destinations in the region 
(notably Fiji), but also presents the financial sustainability risks of the current strategy if arrival 
numbers are unable to  meet expected targets. 

Chart 5.8 Australia monthly visitor arrivals (12 month moving average) 2005-2017 

 

 

                                                           
 

2 ¢ƘŜǎŜ ŀǊŜ ŎƻƴǎŜǊǾŀǘƛǾŜ ŦƻǊŜŎŀǎǘǎ ǘƘŀǘ ŀǎǎǳƳŜ ǘƘŀǘ ǘƘŜ /ƻƻƪ LǎƭŀƴŘǎΩ ƳŀǊƪŜǘ ǎƘŀǊŜ ƻŦ !ǳǎǘǊŀƭƛŀƴ 
tourists does not change dramatically over the forecast period. Historically, evidence has been 
mixed, with 2013/14 showing a falling share of the outbound market, but 2011/12 and 2012/13 
showing an increasing share.  
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Table 5.6 Actual and forecast Australian tourism numbers by quarter 2012/13 to 2017/18 

 
Qtr 1 Qtr 2 Qtr 3 Qtr 4 Total 

2012/13       5,854        6,528        4,157        5,513  22,052  
2013/14       6,064        7,068        4,196        5,362  22,690  
2014/15       6,043        7,111        4,300        5,600  23,100  
2015/16       6,400        7,200        4,400        5,700  23,700  
2016/17       6,600        7,400        4,500        5,900  24,400  
2017/18       6,800        7,700        4,600        6,000  25,100  

 

5.4.3 Other major markets 

Outside of the two major markets, growth in tourist arrivals continues to remain relatively weak. The 
European and Canadian markets have continued to decline from the historic highs experienced in 
2000/01. While North American and Canadian markets have shown some recent resilience, growth 
moving forward is expected to be relatively flat. Asia and other markets continue to remain 
relatively minor contributors. 

Arrivals from other major markets grew 4.7 per cent in 2013/14, due to increases from Asian and US 
market and relatively stable numbers from Canada and Europe. Continued economic issues for most 
of the EU countries are likely to contain any future growth from this market. Improved economic 
recoveries in North America and Asia hold some promise for potential growth from these markets. 
European arrivals are expected to fall 4.3 per cent in 2014/15 on the back of relatively weak growth 
in the European area, before falling a further 3.6 per cent in 2015/16. US arrivals are expected to 
hold at around 4,900 for 2014/15 before growing 4.5 per cent in 2015/16. A chartered flight from 
China in early 2015 will add significantly to Asian arrivals in 2014-15, but this is assumed to be a one-
off improvement. 

Key risks and opportunities in the non-Asian markets relate to the future of the underwritten route 
to Los Angeles. The significant increase in capacity and associated reduction in per-seat costs present 
an opportunity to keep fairs low and encourage greater arrivals from those markets, but if growth 
does not improve, the additional expense of the larger aircraft could risk the financial sustainability 
of the current strategy. 
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Chart 5.9 Other major markets monthly arrivals (12 month moving average) 2005-2017 

 

 

Table 5.7 Actual and forecast tourism numbers by quarter 2012/13 to 2017/18 

 
Qtr 1 Qtr 2 Qtr 3 Qtr 4 Total 

2012/13       4,777        5,110        5,064        4,071  19,022  
2013/14       4,585        5,511        5,432        4,385  19,913  
2014/15       4,292        5,350        5,300        4,300  19,200  
2015/16       4,600        5,200        5,200        4,200  19,200  
2016/17       4,600        5,200        5,100        4,200  19,100  
2017/18       4,600        5,100        5,100        4,200  18,900  
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5.5 Marine Resources 

The Cook IslandsΩ marine sector is predominantly made up of tuna fisheries and to a smaller degree 
black pearls. Recently, exports have been dominated by fresh fish (mainly tuna). In 2013/14, fresh 
fish exports were $12.1m, an almost 2.5 per cent increase from 2012 exports.3  

Other marine exports include live fish for aquarium trade and black pearls. Although in 2012/13 the 
exports of these products were at a historical low of $57,000 for live fish and $241,000 for black 
pearls.  

The recent increases in fresh fish exports are significantly greater than the previous annual average 
from 2006-2011 of around $2.5 million dollars per year. The recent increase in exports are attributed 
to efforts to encourage the foreign fishing fleets to offload more of their catches into Rarotonga. 

Since 2012, a Taiwanese fishing company has operated two fish carrier vessels to offload its fresh 
catches into Rarotonga. This offloading is done in partnership with a domestic Cook Islands fishing 
company. The tuna are exported by airfreight to markets in Japan, U.S and New Zealand.  

The main direct revenue derived from fishing activities for government continues to be the licensing 
revenue received by the Ministry of Marine Resources from treaties and fishing licenses ς estimated 
at $5.5 million in 2013/14 comprising of $2.1 million from foreign purse seiners, $3.0 million from 
foreign longliners and $0.4 million from Cook Islands flagged longliners. 

Chart 5.10 Domestically Processed Fish Exports 2008/09 to 2017/18, ($000) 

 

                                                           
 

3 Fish exports (as counted by the Cook Islands Statistics Office) includes any catch landed at Avatiu 
harbour and excludes fish caught in Cook Islands waters that are offloaded in Pago Pago. The catch 
landed in Avatiu does not necessarily need to be processed onshore, and includes catch that is 
simply trans-shipped from one vessel to another. As such, the value of fish exports to the Cook 
Islands economy is likely to be less than what exports suggest as the value of the catch is not 
captured by local production. 

     Actual 

     Forecast 

 

     Actual 

     Forecast 
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5.5.1 Fishing 

The Cook Islands Exclusive Economic Zone is divided into a Northern and Southern fishery. The 
majority of fishing takes place in the Northern fishery where the waters are more stable and 
productive. The main fishing grounds are from Penrhyn in the east to Pukapuka in the west, and 
south of Suwarrow.  

Since 2002 the main fishery in the Cook Islands EEZ has been long lining for albacore tuna which is 
offloaded frozen to the cannery in Pago Pago. Many of the fishing vessels are based in Pago Pago or 
Fiji. From 2009 onwards, the Cook Islands fishery has diversified and expanded from three thousand 
tonnes of mainly longline catches in 2008 to 27 thousand tonnes of longline and purse seine catches 
in 2012. 

Chart 5.11 Fishery Catch in the Cook Islands Exclusive Economic Zone 

 

In 2013 there were a total of 17 Cook Island flagged longliners, 26 foreign flagged longliners and 17 
foreign purse seiners that fished within the Cook Islands waters (Table 5.8). In addition two foreign 
flagged carrier vessels and four Cook Island flagged vessels operated exclusively on the high seas. 
This brings the total number of licensed offshore fishing vessels managed by the Ministry of Marine 
Resources (MMR) to 66 fishing vessels. 

 

Table 5.8 Number of licensed and active fishing vessels 

Licensed and active vessels 2012 2013 

Offshore fishery 
  Long liner 60 45 

Purse seiner 16 17 
Other commercial 4 4 

Total 80 66 

   Local artisanal and game fishery 
 

223 

 

The total catch for the longline fishery in 2013 was 8,500 tonnes with an estimated landed value of $28 million 
dollars (Table 5.10), a reduction from the 15,500 tonnes caught in 2012 due to a fall in the number of vessels.  
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Table 5.9 Fishery Catches in the Cook Islands EEZ by Species 

  2012   2013 

  Longline Purse Seine   Longline Purse Seine Local 

Albacore 8,800  - 
 

6,500  - 1 
Bigeye 2,800  100  

 
500  60  <1 

Yellowfin 1,800  800  
 

900  300  180 
Skipjack - 11,000  

 
900  3,400  10 

Other 2,100  - 
 

- - 80 

Total     15,500        11,900         8,800          3,760  270 

 

Table 5.10 Landed value of fishery catches ($m) 

Landed value 2012 2013 

Longline fishery 40 32 
Purse seine fishery 25 9 
Local artisanal and game fishery 

 
2 

Total 65 43 

 

 

The total catch for the purse seine fishery in 2013 (from June 2012 to June 2013) were 3,800 tonnes, 
with a landed value of $9 million dollars, down from the 11,900 tonnes in 2012 when there was a 
spike in interest by US purse seiners in the Cook Islands waters.  

The recorded catches in artisanal and game charter fishery was 212 tonnes from 9 out of the 12 
inhabited islands. The total estimated catch in 2013 was 270 tonnes. The landed value assuming an 
average price of $8 per kilogram of round weight is $2.2 million dollars. 

In 2013, there were 240 tonnes of fresh offshore fishery catches offloaded into Rarotonga for fresh 
airfreight export and local consumption. Most of the exported tuna are the high value bigeye tuna 
and the export grade yellowfin tuna. 

Additional to fresh catch, in 2013, 340 tonnes of frozen offshore catch were offloaded by the foreign 
owned Cook Islands registered company Huanan Fishery Ltd into Rarotonga. These catches were 
mainly trans-shipped from the fishing vessels into container ships for overseas markets. 
Approximately 40 tonnes of by-catch was sold locally. It was estimated that over $0.4 million of 
direct expenditure was incurred during the offloading process into the local economy, mainly 
through fuel purchases, employment, food provisions and port charges.  

In 2014 the Huanan Fishery Ltd intends to expand the offload of catches into the port of Rarotonga 
to 2,500 tonnes. As of August 2014 the company has offloaded 900 tonnes of frozen catch for 2014. 

The 2014 purse seine catches are already registering peak catches under the US Fishery Treaty. As of 
April 2014, nine months into the annual reporting cycle, there have been approximately 16,000 
tonnes of catch recorded. The Cook Islands has also begun a dual payment system of receiving catch 
revenues, whereby a regional portion of the catch is paid on a catch tonnage basis and additional 
catch revenues acquired by selling fishing days in advance on a bilateral basis. So far 400 additional 
fishing days have been sold to the US treaty under the bilateral arrangement at a rate of USD5,000 a 
day.  

In 2014 it is anticipated that a purse seine fishing day rate will increase to USD 8,000 per day. 

The spike in purse seine fishing activity by the US treaty fleet in the Cook Islands water is attributed 
to newly established regional quotas set out by the Western Central Pacific Fisheries Commission 
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(WCPFC) which has assigned a national annual allocation of 30,000 tonnes and 1,250 fishing days to 
the Cook Islands.  

In 2014, MMR is proposing to introduce a quota system to limit the longline catches caught in its EEZ 
for albacore and bigeye tuna. This will ensure catches are restricted to sustainable levels. MMR will 
continue its efforts to seek compatible catch limits on the high seas to ensure overfishing does not 
occur at the regional level. There continue to be significant potential growth prospects for the Cook 
Islands fishery: 

¶ The local fishery is an important economic activity supporting the game-charter operators, semi-
commercial sales and subsistence fishing. The local fishery has recorded good catch rates in 
2013 with significantly increased catches around Rarotonga in 2013 attributed to the 
deployment of fish aggregate devices (FADs). Sustained catches can be expected provided these 
FADs are properly resourced and maintained. 

¶ There is potential for high valued airfreighted export for fresh high quality fish. The medium 
term targets of 1,000 tonnes per annum are feasible provided the market demand, particularly 
in the US and Japan, is sustained and there are regular airfreight links.   

¶ The offloading of frozen longline catches into Rarotonga is expected to continue to expand.  A 
medium term target of 6,000 tonnes offloaded into Rarotonga per annum is feasible. The 
logistical constraints and costs for offloading into Rarotonga will determine whether there are 
further prospects for value added processing activities. Onshore processing is encouraged as this 
would lead to wider economic benefits. 

¶ The purse seine fishery is likely to become the most significant source of licensing revenue for 
the offshore fishery. The Cook Island total allowable catches of 1,250 days or 30,000 tonnes 
equates to a conservative licensing value of around $11 million dollars per annum. Combined 
with current licensing revenue from the longline fishery of around $3 million, the total licensing 
revenues are expected to be in the order of $14 million per annum.  

5.5.2 Pearls 

Cook Islands pearls are sold on both domestic and international markets. The performance of the 
Cook Islands pearl industry is mainly assessed on the export trends over time because it is difficult to 
quantify the size of the domestic market.  

The value of exports has continued to decline from $1.6 million in 2009/10 to $0.142 million for the 
year ending December 2013. However, the production base in terms of seeded oysters during this 
period has remained relatively stable at around 290,000 ς 300,000 shells. In the December 2012 
survey, seeded oysters were estimated at 279,000. The saleable pearl crop for 2013/14 is estimated 
to be 106,000 pearls ς a significant increase on the 70,000 estimated for the 2013 calendar year. 

Previously, the bulk of pearls were exported with the domestic market only absorbing around 20 per 
cent of the annual crop. Since 2009, the declining export figures suggest that an increasing 
proportion of pearls are being sold on the domestic market where prices are better, or being 
stockpiled at the Pearl Exchange.  

The current plan is to increase the production of Cook Islands pearls with the assistance of a revised 
pearl production revitalisation programme funded by the New Zealand Aid Programme which was 
approved in July 2013. Until such time that production increases are evidenced under this 
programme, the pearl production capacity over the next two to three years will continue to be 
stable and modest at around 270,000-300,000 seeded oysters, estimated to yield 106,000-115,000 
saleable pearls. 

The decline in international market prices for black pearls since 2009 (current prices are the lowest 
on record) has had a major impact on the Cook Islands pearl industry. Demand for high quality pearls 
from the Chinese jewellery market was beginning to be reflected in improved pearl prices by 
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mid-2014. It is expected that export levels in 2014/15 will continue to decline in comparison to 
domestic sales. 

Chart 5.12 Pearl Exports (including pearl shell) 2008/09 to 2017/18, ($000)  

 

 

5.6 Agriculture 

The Agriculture sector accounted for 3.2 per cent of GDP in 2013, an increase of 0.9 per cent or 
approximately $8.9 million (as compared to $6.8 million in 2012).  Agriculture production and export 
trends appear to show some improvement for 2014, with this trend expected to continue to 
improve.   

Agricultural food production is an important part of Cook Island cultural tradition, while also forming 
an important element of food security and overall nutrition.  The 2011 Agricultural Census showed 
that 72 per cent of households in the Cook Islands are engaged in some form of agricultural, 
horticultural, aboricultural, or livestock activities. In Rarotonga, 67 per cent of households are 
engaged in agriculture food production (Agriculture Census 2011). These households vary from 
subsistence agriculture or backyard gardens that supplement purchased produce, to semi- and 
fully-commercial farming.   

The 2011 Agricultural Census recorded 240 commercial or semi-commercial farmers on Rarotonga, 
compared to 238 farmers at the time of the 1988 Census of Agriculture.   

The Cook Islands has considerable potential for increased local agricultural production (drinking 
coconuts, root crops, ornamentals, fruits, vegetables, hydroponics vegetables, and processing and 
value adding products including handicraft products). However, there are numerous constraints that 
limit further growth in this sector including: substandard facilities for international market access; 
labour shortages; high fuel costs; high local wages; low water supply; coordination failures in supply 
chains; land issues; and high costs of transportation to get produce to markets (from the Outer 
Islands to Rarotonga, or from Rarotonga to abroad).  

The Ministry of Agriculture realise the need to collaborate with other government agencies (such as 
Health and Education), growers associations, and other non-government stakeholders in an attempt 
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to address the issue of non-communicable diseases (NCDs), especially in relation to the nutritional 
benefits that could be derived from greater consumption of local food crops. 

Current initiatives that the Ministry of Agriculture has underway include the establishment of select 
high valued crops such as vanilla and maire (under shade cloth) for export. In addition, the use of 
coconut product for high grade virgin oil and body shop cosmetics, the launching of the Cook Islands 
Delicious Cactai (dragon fruit), and the newly introduced Cook Islands Golden Pineapple  is expected 
to increase availability on the domestic market from 2013/14 onwards. The forecast of agricultural 
products has been kept conservative until some of these initiatives show some success. 

Chart 5.13 Agriculture Exports 2008/09 to 2017/18, ($000) 

 

Export forecasts continue to decline due to lower maire exports and no growth in the export of noni.   

With regards to domestic production, there has been a marked increase in the number of 
hydroponic and semi hydroponic, biological/organic, and aquaponic systems in Rarotonga, Atiu, 
Mauke, Manihiki and Aitutaki for the supply of salad products. These products include lettuce, herbs, 
spring onions, bok choi and some other summer vegetables that cater for the high demands from 
the local restaurants, super markets and hotels.  Together with household consumption, the size and 
growth in the tourism market suggests that there are still numerous opportunities to fill domestic 
demand requirements. 

 

5.7 Goods Exports and Imports 

5.7.1 Goods Imports 

In 2012/13, the total value of imports to the Cook Islands was $135.2 million, a decrease of 4.8 per 
cent from 2011/12. Imports for 2012/13 were predominantly made up of food and live animals (22.6 
per cent); machines, transport and equipment (20.0 per cent); minerals and fuel (19.6 per cent); and 
miscellaneous manufactured goods (which includes finished or consumer goods) (9.9 per cent). 

Data for the 12 months to September 2013 shows that imports decreased by 0.3 per cent from the 
year to September 2012.  The September quarter 2013 showed 13.9 per cent higher imports as 
compared to September 2012, due almost entirely to a 70.7 per cent increase in machinery and 
equipment. In fact, without the significant contribution from machinery imports (assumedly for 
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construction projects) imports grew just 0.7 per cent from the previous September, and fell 6.7 per 
cent for the 12 months to September. This is assumed to be a one off importation of equipment for 
a construction project and is expected to contribute only to the 2013/14 year, before returning to 
trend levels in 2014/15.  

Imports are expected to grow by 4.5 per cent in 2013/14, and then fall by 1.7 per cent in 2015/16 
(due to the purchase of machinery in 2013/14 only affecting that one year).  

New Zealand continues to be the leading exporter to the Cook Islands, accounting for approximately 
68 per cent of total imports in 2013. 

Chart 5.14 ±ŀƭǳŜ ƻŦ ǘƻǘŀƭ ƛƳǇƻǊǘǎ нллтκлу ǘƻ нлмсκмтΣ όϷΩлллύ 

 

For 2012/13, it is estimated that import leakage from the Cook Islands was approximately 35 per 
cent ς or more simply, that for every dollar spent in the Cook Islands economy, 35 cents went to 
foreign production. This is because of the Cook Islands heavy reliance on imported products to meet 
local demand (including that derived from the tourism industry).  

 

5.7.2 Goods Exports  

Total goods exports in 2013/14 grew to $21.6 million, a $12.6 million (40.1 per cent) increase on 
2012/13, driven by a $12.8 million increase in the export of fish. The growth in fish exports is due to 
the arrangement with Chinese fishing vessels (Huanan) being able to offload catch at Avatiu harbour. 
It is notable that the all the other categories (noni, pearls, maire and other) experienced declines. 

For 2012/13, it is estimated that for every dollar earned in the economy, approximately 63 cents is 
derived from foreign sources (although this is almost exclusively driven by tourism, with a small 
contribution from goods exports). 

It is expected that total goods exports will decline 0.4 per cent in 2014/15, due largely to declines in 
non-fish exports. If the arrangement with Huanan is expanded, these forecasts will need to be 
revised to accommodate the additional fish exports.  
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Chart 5.15 ¢ƻǘŀƭ ŜȄǇƻǊǘǎ нллтκлу ǘƻ нлмсκмтΣ όϷΩлллύ  

 

 

5.7.3 Balance of Trade 

A negative merchandise balance of $119.8 million is estimated for 2013/14, improving to a deficit of 
$117.4 million in 2014/15. The improvement is largely driven by a reduction in the import of capital 
machinery versus a stable forecast for exports. 

Tourism dominates the services trade, with estimates for tourism spend reaching $229.1 million for 
2013/14, and $235.2 million in 2014/15.  

When estimated services trade is included, the forecast balance of trade is a surplus of 
$109.5 million for 2013/14, and $117.9 million in 2014/15.4 This trade surplus is expected to grow in 
line with increases in tourism spending rising faster than the associated increases in imports (as 
most tourism spending is paid to the provision of services that are produced locally). 

                                                           
 

4 While there are no official capital account figures, estimates of a trade surplus (when including 
tourism arrivals) are supported by cash holdings at Banks in Rarotonga having to be transferred to 
New Zealand for prudential reasons ς this prevents the build-up of cash reserves normally 
associated with trade surpluses.   
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Chart 5.16 Balance of Merchandise (goods) Trade 2008/09 to 2017/18, ($'000)  

 

 

Chart 5.17 Balance of Services Trade 2008/09 to 2017/18, ($'000)  
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Chart 5.18 Overall Balance of Trade 2008/09 to 2017/18, ($'000)  

 

 

5.8 Banking and Finance  

The Reserve Bank of Australia reports that there has been a continued improvement in financial 
stability with international financial markets ōŜƛƴƎ ΨǊŜƳŀǊƪŀōƭȅ ǎǘŀōƭŜΩ ŦƻǊ ǘƘŜ Ǉŀǎǘ ǎƛȄ ƳƻƴǘƘǎ. The 
US Federal Reserve has committed to the final tapering off of its monetary stimulus and 
international markets have broadly been unaffected from the difficulties in the Ukraine and the 
Middle East.  

Domestically, non-performing loans and credit rationing remain an issue. The implementation of the 
Banking Review has been delayed, with future progress likely to be slow. According to the Financial 
Supervisory Commission, non-performing loans appear to have worsened slightly in 2014, to 11.1 
per cent of the total loan pool.  

 

5.8.1 Deposits  

Due to a revision in the historical series from the 2013 calendar year, it is difficult to make 
meaningful comparisons prior to 2013. This revision includes the re-classification of codes where 
balances owed to other banks have now been removed from term deposits and hence the dramatic 
decrease in reported deposits from December 2012 to March 2013.  

Total deposits increased by $16.4 million between June 2013 and June 2014, to a total of $175.3m. 
At $109.5m, non-term deposits are the second highest on record. 
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Chart 5.19 Total Value of Deposits, June 2010 to June 2014, ($000) 

 

 

5.8.2 Loans 

The overall total value of loans has been in a slow but steady decline since 2008, due largely to 
declines in personal credit. Total loans fell from $266.3 million in June 2013 to $246.1 million in June 
2014 due largely to an $8.1 million decline in personal loans. 

The on-going portfolio of non-performing loans, together with lenders engaging in credit rationing, is 
expected to weigh on loan growth going forward. Demand for credit is also assumed to remain 
weak, with most industries showing little change (or small declines) in overall levels of credit in the 
past five years.  

Chart 5.20 The Total Value of Loans, June 2010 to June 2014, ($000)  
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5.8.3 Housing and Construction 

The value of building approvals has been in a steady decline since 2008/09 driven by both 
commercial and residential construction.  

The value of approvals for residential construction fell 5.7 per cent between the March quarter 2013 
and the March quarter 2014, to a total value of $5.8 million. Residential activity is currently 
estimated to fall by an annual average of 2.1 per cent for each of the forecast years.  

Commercial building approvals were not forecast due to their volatility and sometimes long lead 
time before construction begins. However, there are significant upside risks to the current level of 
commercial construction, with the Nautilus Resort likely to add significantly to activity in 2014. 

Chart 5.21 Value of building approvals 2002/03 to 2016/17 ($000) 

 

 

5.9 Financial Services Industry 

The financial services industry is estimated to collect fees of a net value of $1.43 million for services 
undertaken in 2013/14. In 2014/15, net value of services is expected to be slightly lower at 
$1.40 million due to changes USD exchange rates, as registration fees are generally denominated in 
USD. 

There has been slight decline in trust and limited liability company (LLC) registrations and an 
increase in company registrations for 2013/14. The Financial Supervisory Commission estimates no 
annual growth in the number of new international companies, LLCs, trusts and foundations 
registrations in 2014/15. Foundations are being registered at a slow rate. Captive Insurance is the 
newest service, with legislation passed in June 2013. It is expected the first captive registration may 
occur during the 2014/15 Budget year.  

New products and services as well as amended legislation for existing services are part of the effort 
to grow and diversify client markets. The International Companies Act is in the process of being 
overhauled and is expected to be passed in 2015.  Focus continues on promotion of the Cook Islands 
in Asia, particularly for trusts, foundations, and companies. Promotion of captive insurance in the 
next year will be targeted to the Australia and New Zealand corporate markets, as well as to existing 
clients. 

  Forecast 

 

  Forecast 
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The industry continues to comply with international regulatory standards. At the end of 2013, 
numerous amendments to existing industry legislation were enacted to address areas of 
ƛƳǇǊƻǾŜƳŜƴǘ ƘƛƎƘƭƛƎƘǘŜŘ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΩs 2012 OECD Global Forum Phase One Peer Review. The 
Phase Two Peer Review took place in May 2014 and a positive report is expected at the Global 
CƻǊǳƳΩǎ ǎŜssion in early 2015. New legislation has also been passed to allow banks and trustee 
companies to comply with international tax information exchange agreements (namely FATCA out of 
the United States) and each financial institution has registered under FATCA.  2014/15 will see a 
follow up report to the Asia Pacific Group Mutual Evaluation Report on Anti-Money Laundering and 
Know Your Customer laws and practices. 

 

5.10 Sensitivity Analysis 

There are several risks surrounding the forecasts presented. Modelling alternate scenarios assists 
officials in planning for possible contingencies should the outlook change and these risks become 
realised. Four scenarios which are viewed as most likely to affect the forecasts have been modelled 
and are summarised below: 

Scenario 1: Capital projects experience slippage similar to that experienced in the last two 
years ς Capital projects contribute a substantial amount to the local economy and 
missed deadlines delay the economic benefit from wages, contractor fees, and the 
benefit of the completed infrastructure.  

Scenario 2: Local capacity to carry out capital projects is approaching its limits ς There are 
concerns that there is not the local capacity to deliver the volume of capital projects 
scheduled for 2014/15. The capital plans for both 2014/15 and 2015/16 are 
significantly higher than previous years and may present issues for local contractors 
to absorb or tender for the new projects. 

Scenario 3: Weaker than expected tourism arrivals ς if the weaker than anticipated tourism 
arrivals experienced in the three months to August 2014 continue for the remainder 
for the 2013-14 year, the tourism arrivals will need to be revised downwards. 

Scenario 4: Suppliers of tobacco products stretch out inventories till the end 2015/16 ς it has 
become clear that tobacco suppliers invested significant funds in 2012 to stockpile 
tobacco products prior to the 33 per cent increase in the tobacco import duties in 
2012, 2013 and 2014. Within nine months, importers had stockpiled approximately 
3 years worth of supply. Current estimates predict that imports in 2014/15 will be 
much lower than would have been the case without the bringing forward of stock 
purchases, with stock running out sometime in 2015. If lower consumption means 
that importers can stretch inventories further into 2015/16, then there will be less 
need for importing replacement stock in 2014/15. 
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Table 5.11 Sensitivity Analysis  

   

Impact on total revenue 
in... 

Scenario 

Impact on 
nominal GDP 

2014/15 
(percentage 

contribution) 

Real GDP in 
2014/15 

(percentage 
contribution) 

2014/15 
($000) 

2015/16 
($000) 

Scenario 1: Slippage in capital projects  -2.6  -2.6 -2,084 -1,957 

Scenario 2: Lack of capacity to deliver 
capital projects 

-3.0 -3.0 -2,426 -1,870 

Scenario 3: Weak tourist arrivals -1.4 -1.2 -1,336 -1,491 

Scenario 4: Extended tobacco 
inventories 

0.1 0.4 -780 -790 

 

5.11 Special report: Depopulation ς Income and cost of living 

5.11.1 Background 

Depopulation has been an ever-present feature of the Cook Islands social and economic landscape 
since the opening of Rarotonga International Airport in 1974. Depopulation has numerous cultural, 
social, and economic implications, although formal studies of the overall impacts on Cook Islands 
society are not widespread.  

Geographically, depopulation is focused in the Pa Enua, with Pa Enua Tonga (the Southern Group) 
particularly affected. Depopulation in Pa Enua Tokerau (the Northern Group) has been a more recent 
phenomenon, with depopulation being a major feature from 1996 onwards. In terms of individual 
islands, Atiu and Mangaia have been the most affected, with their populations declining from peaks 
of 1,455 and 2,081 (in 1971) to just 480 and 572, respectively. Most other islands experienced 
declines in population, but to nowhere near the same extent (usually between 100 to 300 people 
per island) despite being significant proportions of the individual island populations. Rarotonga is the 
only island to experience population growth. 
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Chart 5.22 Cook Islands population trends 1902-2011 

 

Source: 2011 Cook Islands Census 

Of those who identify themselves as ethnic Cook Islanders living overseas, 60,255 are in New 
Zealand and 15,726 are in Australia.5 When combined with those residing in the Cook Islands, there 
are almost 91,000 individuals identifying as ethnic Cook Islanders across the three countries.  

 

Table 5.12 Where Cook Islanders are born and where they live 

 
 

Born in... Total Cook 
Islanders living 
in each country 

 
 

The Cook 
Islands 

New Zealand Australia 

R
e
si

d
in

g
 

in
..

. 

The Cook Islands 11,095 2,357 340 14,974 

New Zealand 12,804 46,551 702 60,255 

Australia 4,108 6,300 5,318 15,726 

 

Total Cook Islanders born in 
each country 

28,007 55,208 6,360 90,955 

Source: 2011 Australian Census tables; 2013 New Zealand Census tables; 2011 Cook Islands Census 

Across the three countries, of the 28,007 individuals born in the Cook Islands, 12,804 are in New 
Zealand (46 per cent of all Cook Islanders who were born in the Cook Islands) and 4,108 in Australia 
(15 per cent). This suggests that if you are born in the Cook Islands you are much more likely to be in 
New Zealand or the Cook Islands than you are to be in Australia (migration to Australia being a much 
more recent phenomenon, as cited by the relatively low level of second generation Cook Islanders in 
Australia). 

                                                           
 

5 2011 Australian Census and the 2013 New Zealand Census 
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Lƴ ǘŜǊƳǎ ƻŦ ΨǊŜǾŜǊǎŜ-ƳƛƎǊŀǘƛƻƴΩΣ нΣстф όпΦп ǇŜǊ ŎŜƴǘύ ƻŦ ǘƘŜ смΣрсу /ƻƻƪ LǎƭŀƴŘŜǊǎ ōƻǊƴ ƛƴ ǘƘŜǎŜ ǘǿƻ 
countries had returned to the Cook Islands by the time of the 2011 Census. The high number of Cook 
Islanders born in New Zealand and Australia suggest that most of the Cook Islanders living in 
!ǳǎǘǊŀƭŀǎƛŀ ŀǊŜ ǎŜŎƻƴŘ ƻǊ ǘƘƛǊŘ ƎŜƴŜǊŀǘƛƻƴΣ ŀƴŘ ŀǊŜ ǳƴƭƛƪŜƭȅ ǘƻ ΨǊŜ-ƳƛƎǊŀǘŜΩ ōŀŎƪ ǘƻ ǘƘŜ Cook Islands.  

 

5.11.2 An aside on economic development 

Economic development is a difficult concept to measure. No single measure can capture the wide 
ŘŜŦƛƴƛǘƛƻƴ ƻŦ ΨǇǊƻƎǊŜǎǎΩΣ ŀƭǘƘƻǳƎƘ ƴǳƳŜǊƻǳǎ ŀǘǘŜƳǇǘǎ ƘŀǾŜ ōŜŜƴ ƳŀŘŜΦ ²ƘƛƭŜ ƛƴŎƻƳŜ ǇŜǊ ŎŀǇƛǘŀ ƛǎ 
often cited as being the best single measure, it is well known that this excludes several important 
indicators of social development. The United Nations Human Development Index (HDI) attempts to 
correct for this by including such things as life expectancy and education. As the Cook Islands is not 
part of the UN exercise it is difficult to make comparisons without first calculating an index for the 
Cook Islands. 

Using census information, calculations done by MFEM and the Ministry of Education suggest that the 
Cook Islands would have an HDI of around 0.780. In terms of a ranking, this would place the Cook 
Islands slightly higher than the nearest sovereign Pacific Island Country of Palau (HDI: 0.775, ranked 
60). While this rank should be commended as showing significant progress in overcoming the 
challenges of Pacific islands, Cook Islanders more often compare themselves to Australia and New 
Zealand than to their island peers. Australia (0.933) and New Zealand (0.910) are ranked second and 
seventh in the world, making the direct comparison a little unfair, but it is important to know the 
differences between the three economies to better understand the reasons that Cook Islanders 
choose to migrate, and hence, which polices could be adopted to attract returning Cook Islanders. 
Even when adjusting for overall inequality, the relative positions of the three countries would be 
relatively unchanged.6  

This special report examines two of the most commonly cited concerns relating to depopulation: the 
ability to earn an income and the local cost of living.  

 

5.11.3 Income and employment factors 

A key area of economic development is the ability to generate an income, usually through 
employment. It is commonly understood that the more disposable income that is available for 
individuals and families, the more likely they are to have a higher standard of living. Indeed, as far as 
single indicators are concerned, income is often used as the best single measure for economic 
development as it often correlates with other development outcomes (such as education and 
health). 

Using census data, it is not surprising that Cook Islanders living in New Zealand and Australia have 
higher nominal incomes compared to the Cook Islands average. A Cook Islander living in New 
Zealand can expect an average income of around $22,549.30, and $41,677.62 if they live in 
Australia.7 This compares to an average income of $17,038.75 if they lived in the Cook Islands.  

                                                           
 

6 The Gini coefficient (an indicator, where 0 = perfect equality and 1 = perfect inequality) for the 
three countries is around similar levels. The range of the coefficient for Australia is between 0.309 
and 0.468, and 0.330 and 0.455 for New Zealand, depending on the sample used in estimation. Using 
tax data, the Gini coefficient for the Cook Islands is around 0.417, so somewhere in the middle of the 
Australiasian ranges. 

7 For Australia: AUD$37,972.48 at an exchange rate of $0.9111 NZD/AUD. 
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However, looking at income alone masks significant differences in employment outcomes, or more 
simply, the probability that someone will be employed. Cook Islanders living in New Zealand face an 
unemployment rate of 19.0 per cent, almost three times higher than the 8.3 per cent they face if 
they lived in the Cook Islands. The unemployment rate for Cook Islanders in Australia is significantly 
lower than that in New Zealand, but still quite high, at 10.2 per cent.  

LŦ ǘƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛǎ ǳǎŜŘ ŀǎ ŀ ǇǊƻȄȅ ŦƻǊ ΨŘƛŦŦƛŎǳƭǘȅ ƛƴ ŦƛƴŘƛƴƎ ŜƳǇƭƻȅƳŜƴǘΩΣ ǘƘŜ ǊŜƭŀǘƛǾŜ 
positions between Cook Islanders in the three countries remains the same (Australia being the 
highest income, then New Zealand, then the Cook Islands), but the income gap between New 
Zealand and the Cook Islands is significantly reduced. This strongly suggests that income motivations 
for migration to New Zealand are (on average) out of step with the actual experience of Cook 
Islanders who have migrated or were born in New Zealand. There are likely other reasons for 
migration (like education, future career opportunities, specialist opportunities, healthcare or welfare 
benefits), but on income measures alone, Cook Islanders in New Zealand are not as significantly 
better off that those living in the Cook Islands than direct comparisons would suggest. This is 
particularly true for those who migrate without first securing employment before they arrive. 

However, Australia remains the clear frontrunner in terms of total income, even after accounting for 
ǘƘŜ ǎƭƛƎƘǘƭȅ ƘƛƎƘŜǊ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜΦ !ƭƻƴƎ ǿƛǘƘ ǘƘŜ ǇǊŜǎŜƴŎŜ ƻŦ ƻǘƘŜǊ ǎƛƎƴƛŦƛŎŀƴǘ ΨǇǳƭƭΩ ŦŀŎǘƻǊǎΣ ƻƴ 
pure income comparisons alone, Australia is likely to continue to attract further migration for those 
seeking higher incomes. This confirms a well-known issue for both the Cook Islands and New 
Zealand. 

In conclusion, while income-only comparisons to Cook Islanders in New Zealand and Australia are 
generally favourable to those countries, once unemployment is taken into account the Cook Islands 
performs much better. Cook Islanders living in New Zealand gain only a marginally higher level of 
income but suffer an unemployment rate almost three times that of the Cook Islands. Australia 
remains the best performer overall, with the much higher income more than enough to offset the 
marginally higher unemployment rate. 

 

5.11.4 Cost of living factors 

A World Bank study in 2011 aimed to provide a universal comparison of prices across the world, 
including a special chapter on the Pacific. The study formed an average basket of consumer goods, 
and then priced this basket in separate countries. Below is the table for the three countries of 
interest, where 100 represents the average world price. 

 

Table 5.13 Price comparisons with Australia and New Zealand 

 

Price level 
index (world = 

100.0) 

Percentage 
higher than the 
world average 

Percentage 
higher than the 

Cook Islands 

Cook Islands 148.4 48.4 - 

New Zealand 149.8 49.8 1.0 

Australia 187.8 87.8 26.5 

Source: 2011 International Comparison Program, The World Bank 

 

Perhaps surprisingly, New Zealand and the Cook Islands have index numbers which are extremely 
close (only 1 per cent difference in cost of living). While consumers in New Zealand spent smaller 
portions of their income on things like food and utilities, other items including housing, healthcare 
and restaurants drew significantly larger parts of their income. This is a similar pattern to Australia, 
although housing and healthcare are more expensive again (particularly housing). 
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It is important to note that these price indices are averages, and there is likely to be substantial 
variations within all three countries in regards to urban/rural, high income/low income, household 
size and between ethnic groups.  

In regards to overall price differences in housing, cheaper access to land in the Cook Islands for 
indigenous Cook Islanders likely plays a significant part to keep the cost of living low (despite 
creating issues for investment). Indeed, the issue around housing affordability in Australia and New 
Zealand are ongoing political issues. 

 

5.11.5 Summary 

The much higher average income for Cook Islanders in Australia is enough to compensate individuals 
for the higher likelihood of being unemployed and the much higher cost of living, but once these 
factors are included, the difference between the Cook Islands and Australia on income measures is 
much reduced. The difference in average income with Australian-based Cook Islanders is $24,638.87, 
but taking higher cost of living and higher unemployment into consideration, this difference reduces 
to around $11,889.33 (52 per cent less than what nominal numbers would suggest).  

Similarly, the income gap with Cook Islanders in New Zealand falls from $5,555.55 to $2,485.98 (a 55 
per cent reduction), due mainly to the much higher level of unemployment among New 
Zealand-based Cook Islanders. 

For those choosing to migrate to either New Zealand or Australia without jobs already secured, the 
potential income gap between the Cook Islands and the two countries is much lower than average 
figures would suggest. While Australia still has a clear advantage in income potential, other factors, 
such as future earning potential, access to education and health services, or access to retail markets 
may play a larger role, particularly in relation to Cook Islands-New Zealand migration. 
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6 CLASSIFICATION OF FUNCTIONS OF GOVERNMENT 
(COFOG) 

As part of ǘƘŜ tǳōƭƛŎ 9ȄǇŜƴŘƛǘǳǊŜ ŀƴŘ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘŀōƛƭƛǘȅ όt9C!ύ ŎǊƛǘŜǊƛŀΩǎ ŦƻǊ ǘƘŜ ŎƭŀǎǎƛŦƛŎŀǘƛƻƴ 
of the budget, performance indicator 5 requires the Government budget to be classified in two 
international standards: 

¶ Government Financial Statistics (GFS) format which can be found in Chapter 3 of this book; and 

¶ UN Supported Classification of Functions of Government (COFOG).   

The COFOG has ten main functions at the highest level and a further 69 functions at the second (sub-
functional) level. 

Table 6.1 and chart 6.1 demonstrate the budget 2014/15 at the main functional level. 

Table 6.1 Classification of Functions of Cook Island Government Budget 2014/15 

COFOG 
Codes 

Sector Government 
Spending 
2014/15 

 
Percentage 

% 

ODA 
Spending 
2014/15 

($ million) 

 
Percentage 

% 

    ($ million)   

701 General Public Services 38.4 17.1% 20.6 32% 

  MFEM 11.7 5.2% 19.3 30% 

  Parliament 3.3 1.5% 0.0 0% 

  Outer Islands 11.7 5.2% 0.0 0% 

  Ministerial 1.7 0.8% 0.0 0% 

  Other 9.9 4.4% 1.3 2% 

704 Economic Affairs 26.7 11.9% 18.1 28% 

  Tourism 18.9 8.5% 2.2 3% 

  Marine Resources 1.7 0.8% 1.0 2% 

  Agriculture 0.9 0.4% 0.2 0% 

  Other 5.2 2.3% 14.7 23% 

708 
Recreation, Culture, 
Religion 

1.8 0.8% 0.2 0% 

  Sport 0.2 0.1% 0.0 0% 

  Culture 1.6 0.7% 0.2 0% 

710 Social Protection 18.4 8.2% 1.4 2% 

  Internal Affairs 18.4 8.2% 1.4 2% 

703 Public Order and Safety 6.7 3.0% 6.8 11% 

  Policing 3.9 1.7% 6.8 11% 

  Justice 2.2 1.0% 0.0 0% 

  Crown Law 0.6 0.3% 0.0 0% 

705 Environmental Protection 1.0 0.4% 4.8 7% 

707 Health 13.0 5.8% 1.2 2% 

709 Education 14.5 6.5% 3.5 6% 

706 
Housing and Community 
Amenities 

16.1 7.2% 7.1 11% 

  ICI 11.5 5.1% 6.9 11% 

  CIIC 4.6 2.1% 0.2 0% 
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COFOG 
Codes 

Sector Government 
Spending 
2014/15 

 
Percentage 

% 

ODA 
Spending 
2014/15 

($ million) 

 
Percentage 

% 

    ($ million)   

  Other 24.1 10.7% 0.0 0% 

  Gross Debt servicing 5.4 2.4% 0.0 0% 

  Contingency 0.2 0.1% 0.0 0% 

  Depreciation 6.0 2.7% 0.0 0% 

  Expenditure Loans 9.7 4.3% 0.0 0% 

  Debt Servicing 2.1 1.0% 0.0 0% 

  Other 0.6 0.3% 0.0 0% 

  
Total Government 
Spending 

160.69 72% 0.00 0% 

  ODA Contribution 63.69 28% 63.69 100% 

  
 Total Appropriation 
Amount  

224.38 100% 63.69 100% 

 

Chart 6.1 Classification of Functions of Cook Island Government Budget 2014/15 
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Chart 6.2 Classification of Functions of Cook Island Government Official Development 

Assistance (ODA) 2014/15 
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7 REVENUE 

7.1 Total Revenue 

It is expected that total Crown revenue (including ODA) will reach $187.0 million in 2014/15, 
representing an increase of $36.4 million on the estimated $150.6 million received in 2013/14.   

As illustrated in Chart 7.1, total revenue mostly consists of general taxation (62 per cent), with a 
significant contribution from grants from other governments (31 per cent).  The remaining revenue 
is from sources such as sales of goods and services, dividends, fines and interest. 

Table 7.1 provides total revenue amounts (including ODA) as classified by the IMF Government 
Financial Statistics Manual 2001. Table 7.2 provides revenue amount excluding ODA to determine 
total underlying revenue. 

Table 7.1 Total GFS Revenue 2013/14 to 2017/18 (Transactions affecting Net worth) 
($000) 

  

2013/14   
Actual  

2014/15    
Budget  

2015/16    
Estimate  

2016/17 
Projected 

 

2017/18 
Projected 

 

Taxes 103,510 110,020 110,515 108,925 110,804 

Social Contribution 14 20 20 20 20 

Grants 33,208 63,693 34,679 24,414 24,414 

Other Revenue 14,559 13,233 13,084 13,112 13,086 

Total Operating  Revenue 151,290 186,966 158,298 146,472 148,324 

Growth on Previous Year   23.6% -15.3% -7.5% 1.3% 

 

Chart 7.1 Total GFS Revenue 2014/15 (Transactions affecting Net worth) 

 

 

 








































































































































































































































































































































