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NOTES 

 

(i) The fiscal year (FY) of the Government of the Cook Islands ends on 31 March. “FY” before a 

calendar year denotes the year in which the fiscal year ends, e.g., FY2014 ends on 31 March 

2014. 

(ii) In this report, “$” refers to US dollars unless otherwise stated. 
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Basic Data 

Cook Islands: Economic Recovery Support Program 

(Project Number 42503, Loan 2565 and Loan 2946) 

 

Safeguard classification: Category C 

Sector classification: Loan 2565-Multisector, Loan 2946-Public sector management 

Thematic classification: Economic growth 

 

Key Program Data ($ million) Loan 2565 Loan 2946 

Total program cost 10.0 6.0 

Foreign exchange cost 10.0 6.0 

Asian Development Bank loan amount utilization 10.0 6.0 

Asian Development Bank loan amount cancellation      0    0 

 

Key Dates Loan 2565 Loan 2946 

Fact-finding mission 20 Apr 2009 12 Apr 2011 

Appraisal mission 09 Aug 2009  

Loan negotiations 08 Sep 2009 19 Oct 2012 

Board approval 13 Oct 2009 22 Nov 2012 

Loan agreement 29 Oct 2009 16 Sep 2013 

Loan effectivity (Expected) 27 Jan 2010 15 Dec 2013 

Loan effectivity (Actual) 26 Mar 2010 22 Oct 2013 

First disbursement 30 Mar 2010 13 Nov 2013 

Program completion  7 Jul 2015 

Loan Closing 31 Mar 2010 24 Jan 2014 

Months (effectivity to closing)   

 

Borrower:  Government of the Cook Islands 

Executing Agency: Ministry of Finance and Economic Management 

 

Mission Data 

 Loan 2565 Loan 2946 

Type of Mission No. of  

Missions 

No. of  

Person-Days 

No. of  

Missions 

No. of  

Person-Days 

Fact-finding  1 7 1 7 

Appraisal 1 5 –                 – 

Review 1 3 1 5 

Program completion
 
review

a 
     

Program completion validation
b
     

Independent evaluation
c
  1 15 1 15 

a, b
 Desk review. 

c
 1 mission and 15 person-days for both Loan 2565 and Loan 2946. 

 

 

 





 
 

Executive Summary 

 

 

The Cook Islands is a relatively affluent country, with a per capita gross national income 

in 2015 of $16,735. The economy is small and open, but narrowly based and heavily 

dependent on tourism. With government expenditures at 41% of GDP in 2013, the public 

sector plays an important role in the economy. Raising the long-term rate of economic 

growth is the main challenge, with lack of investment, particularly by the private sector, 

a key constraint. Extreme poverty is nonexistent in the Cook Islands, which has a 

generous welfare payment system. However, there is a significant disparity between 

Rarotonga (the largest island of the Cook Islands where the nation’s capital Avarua is 

located) and the outer islands in terms of living standards, quality of services, and 

economic opportunities.   

 

With the adoption of the New Zealand dollar as its currency, fiscal policy is the main lever 

for growth and development. The Ministry of Finance and Economic Management 

(MFEM) Act prescribes benchmarks for prudent fiscal management. There is limited 

potential for increasing taxes, and the government is dependent on grants representing 

5%–7% of GDP. Leading up to the Economic Recovery Support Program (ERSP), there 

had been a decline in revenue collections, and the government had been maintaining a 

tight fiscal stance with restraints on capital expenditures.   

 

Program Design 

 

The ERSP was supported by two single-tranche policy-based loans (or subprograms) 

amounting to $16 million: $10 million for Subprogram 1 and $6 million for Subprogram 

2. The program aimed to provide short-term fiscal stimulus and support the 

government’s long-term reform agenda for achieving higher economic growth and 

greater inclusion. The program was prepared at a time when the Cook Islands was 

experiencing adverse effects of the global financial crisis—the economy contracted in 

2008 and 2009, and tax revenue as percent of GDP declined from 23.4% in FY2006 to 

22.9%in FY2009. The ERSP would support government efforts to counter the economic 

slowdown with a stimulus package consisting mainly of a large capital expenditure 

increase. It would also support several longer-term governance and institutional reforms 

to which the government had already committed.  The Infrastructure Master Plan, 

developed with technical assistance (TA) from the Asian Development Bank (ADB), was 

launched, and several key actions as part of the Infrastructure Governance Framework, 

also developed with ADB TA, were undertaken. In the area of public financial 

management (PFM), the government had been pursuing reforms with ADB and donor 

assistance. The ERSP would reinforce these reform initiatives by supporting sustained 

implementation. Further, the program would help the government identify actions to 

support the vulnerable, as well as give it the means to finance these initiatives. Unlike 

the areas of infrastructure and PFM where the focus was implementation of reforms, the 

social welfare component of the ERSP was mainly about developing a reform agenda. 

There was no specific TA provided for the design and implementation of the ERSP. 
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Performance Assessment 

 

Overall assessment. The ERSP was viewed borderline successful, as the evaluation judged 

it borderline relevant, effective, less than efficient, and likely sustainable. The program 

was successful despite issues related to design and efficiency.  

 

Relevance. The ERSP components addressed several of the main development challenges 

in the Cook Islands such as helping raise the productivity of and reducing backlogs in 

infrastructure critical to sustaining economic growth, developing better targeting 

mechanisms for welfare benefits, and sustaining PFM reforms. The program helped the 

government implement the goals of the National Sustainable Development Plan, 2007–

2010; the National Sustainable Development Plan, 2011–2015; and the Infrastructure 

Master Plan. It also supported the government’s plans to provide a short-term fiscal 

stimulus in response to the adverse effects of the global economic crisis on growth and 

revenue targets. The ERSP was aligned with the ADB country partnership strategy, 2008–

2012 where the main focus of the lending program was infrastructure development, and 

with ADB’s Strategy 2020 with its agenda of inclusive growth. 

 

The evaluation found issues with respect to relevance of design. The program was 

complex with a large number of policy actions and triggers spanning different reform 

areas. Outcomes were poorly defined with problematic indicators and targets that lacked 

monitoring and evaluation during implementation. The rationale for additional short-

term stimulus at a time when the planned deficit was already high was not clearly 

articulated, and the program’s design overestimated borrower capacity, especially given 

known limited capacity. 

 

The assessment took into account the challenges faced by small Pacific countries in 

implementing reforms, especially complex reforms pursued during periods of crisis and 

political transitions that affected program implementation. In assessing the program’s 

relevance, the evaluation placed more weight on the congruence of the program with 

the main development challenges; government strategies and programs; ADB’s country 

partnership strategy, 2008–2012; and Strategy 2020.  

 

Effectiveness. The ERSP was helpful in supporting the country’s fiscal position, protecting 

vulnerable groups, and getting the country through a difficult period. Nevertheless, the 

economy contracted in 2010 and experienced low growth in 2011, was partly due to 

delays in capital project implementation. However, construction value added in real 

terms had an average annual growth rate of 10% during FY2012–FY2013, greater than 

the 5.5% annual target. While fiscal stimulus was not as sharp or timely as intended, the 

economy achieved the average long-term economic growth target of 3.5% during 2012–

2015. The Infrastructure Master Plan—linked to the National Sustainable Development 

Plan—and the Infrastructure Governance Framework were implemented. The longer-

term institutional reforms in infrastructure and PFM were implemented. Welfare 

payments increased during FY2012–FY2015 compared to the FY2011 baseline. In 

addition, welfare benefits were maintained during the ERSP period, including in years 

when real GDP growth was negative (2010 and 2013) or low (2011). Many output targets 

were met. Policy actions were complied with, though some at a minimal level. Overall, 

the expected program outcomes and outputs were achieved.  

 

Efficiency. The implementation of the Infrastructure Governance Framework and the 

incorporation of the Infrastructure Master Plan into the National Sustainable 

Development Plan 2007–2010—accompanied by measures to maintain fiscal 

responsibility—helped promote the allocation of resources to priority infrastructure 
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projects. These projects were identified and assessed through an ADB TA project. The 

2016 Macroeconomic Assessment for the Cook Islands supported by an ADB TA project 

suggests that GDP growth would have been lower without the increased public spending 

on infrastructure during 2012–2015. However, in the absence of data on economic 

returns from these projects, it is difficult to assess the efficiency of ERSP resource use. 

There were major delays in the implementation of subprograms 1 and 2. Lack of ready 

projects under Subprogram 1 held up the stimulus during the crisis period. Even the 

review of monopoly economic regulations was hindered by delays in the functional 

review of the public sector.  

 

Sustainability. Components of the ERSP had reform champions and there was a high 

sense of program ownership on the part of the government. There is continuing 

government commitment to utilize the National Sustainable Development Plan 2016–

2020, the Infrastructure Governance Framework, and the National Infrastructure 

Investment Plan (initially the Infrastructure Master Plan) to guide decision-making and 

resource allocation. Improved infrastructure sector governance arrangements are 

expected to sustain gains made in the selection of capital projects. While the asset 

management system has yet to be fully operationalized, the system—when 

implemented—will help improve operational efficiency and maintenance of capital 

assets. The MFEM is also committed to maintaining fiscal responsibility. PFM continues 

to improve with periodic and independent public expenditure and financial 

accountability assessments tracking PFM performance. Several ongoing reforms—such 

as establishment of performance-based budgeting and implementation of a medium-

term budget framework—will help support greater effectiveness and efficiency in the use 

of public resources. Social welfare programs are in place and welfare policies are being 

continually reviewed. The relevant ministry (Ministry of Internal Affairs) is also 

undergoing institutional restructuring to support an effective and sustainable welfare 

payment system. Results-oriented civil service programs are being implemented, such as 

performance-based contracts of ministries and performance assessments of government 

officials. 

 

Other assessments. There are other evaluation criteria, which provided further depth to 

the evaluation: development impacts; and the performance of the borrower, executing 

agency, and ADB. The evaluation finds the overall development impacts less than 

satisfactory due to (i) lack of evidence that growth resulted in improvement in living 

standards of the vulnerable, and (ii) partial implementation of institutional initiatives for 

social protection and economic regulation. The performance of the borrower and the 

executing agency was satisfactory on account of the implementation of most of the key 

actions and reforms despite delays and reporting issues. The performance of ADB was 

considered to be less than satisfactory. There were major shortcomings in program 

design, and the appraisal process overestimated the government’s ability to advance 

projects to enable stimulus financing. There was lack of systematic effort to track the 

development impacts of the program. ADB could have assisted the government on 

program implementation more effectively.  

 

Issues, Lessons, and Follow-up Actions 

 

Issues. Key issues that limited impacts and are risks to the sustainability of ERSP results 

revolved around the need for (i) sustained capacity support, (ii) implementation of a 

systematic approach to expand and monitor benefits for the disadvantaged and 

vulnerable, (iii) full implementation of public sector reforms, and (iv) provision of 

appropriate budget to maintain infrastructure investments. 
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Lessons. This report identified four lessons drawn from the ERSP experience. 

 

(i) Policy-based loans should ensure adequate support for implementation of 

reforms. Accompanying TA would help clients meet key program targets. Policy-

based loan design should ensure that TA findings are translated into actions. 

With the MFEM’s preference for policy-based lending, loan design should forge 

strong links between TA and the program being supported.  

(ii) Policy-based loans can be a useful instrument for aligning donor activities and 

securing donor participation. In the Cook Islands, donors provide a significant 

amount of resources, including for capacity building. Various modalities of donor 

participation and coordination should be explored in the design of policy-based 

loans, such as inclusion of donor commitment and funding of specific programs, 

projects (especially in the social sectors, where donors are active), and TA 

(notably in PFM).  

(iii) Addressing multiple development challenges in a single operation could result in 

a complex program design that may not be appropriate for crisis response and 

where capacity is a key constraint. Narrowing the thematic focus may have 

resulted in a more coherent program. Other components could have been 

supported by other instruments, thus reducing the complexity of the ERSP. 

(iv) Institutional reform requires well-defined and attributable outcomes. The theory 

of change and intended results should be well articulated at the outset. Policy 

actions should be linked to development outcomes that are clearly defined with 

measurable indicators and baseline data for future evaluation. 

 

Follow-up actions. Based on the evaluation findings, four follow-up actions are proposed 

to ADB. 

 

(i) Continue engaging with the government in areas of public sector and social 

protection reforms. Governance reforms in the infrastructure sector will have to 

be accompanied by broader public sector reform. Social welfare reform that 

combines improved targeting with increased support to the disadvantaged and 

vulnerable should be undertaken. 

(ii) Support the implementation of household surveys. Equity is a recurring issue 

identified in various documents, but analytical work on this topic is sparse. 

Utilization of household surveys would help provide an important input to the 

development of strategies to address the equity issue. There was a lack of 

household survey data to show an increase in the relative standard of living of 

the vulnerable (an impact target), and a lack of sex-disaggregated data for 

welfare payments (an outcome target). 

(iii) Follow up on the recommendations of the ADB macroeconomic and private 

sector assessments on increasing private investment. The ERSP reforms address 

public investment issues but are not enough to achieve sustainable and inclusive 

growth. Other reforms identified in the ADB assessments are needed to increase 

private investment. 

(iv) Review possible opportunities for ADB private sector operations in the country. 

This could include private participation in infrastructure services and support for 

small and medium-sized enterprises. Private participation in infrastructure could 

help address resource constraints in the public sector and enable reallocation of 

public resources to social services. 

 

 



 

 
 

CHAPTER 1 

Introduction 
 

 

 

 

1. This chapter outlines the purpose of the evaluation and summarizes the intended 

program impact, outcome, and beneficiaries. 

 

A. Evaluation Purpose and Process 

2. The Economic Recovery Support Program (ERSP)
1
 was selected for evaluation as 

an input into the Corporate Evaluation of Policy-Based Lending of the Independent 

Evaluation Department (IED), which is programmed for delivery in 2018. 

 

3. The program completion report (PCR) and the subsequent PCR validation report 

(PVR) rated the ERSP successful. The rating for each criterion was in agreement—relevant, 

effective, likely sustainable—except for efficiency, which was rated less than efficient in 

the PVR due to several implementation issues. Both the PCR and PVR recommended a full 

ERSP evaluation to allow for a more complete assessment of the program. 

 

4. The assessment of the ERSP is based on the 2016 Guidelines for the Evaluation 

of Public Sector Operations,
2
 and specifically the relevant sections on assessing policy-

based loans, as there are special instructions on use and design of this kind of lending 

assistance.
3
 

 

5. Evaluation of the ERSP was accomplished by undertaking the following: 

 

(i) a review of relevant and available Asian Development Bank (ADB) 

documents; 

(ii) a review of ADB’s country and sector strategies and the government’s 

development plans, infrastructure programs and governance, fiscal 

management, and social assistance reform plans and policies; 

(iii) consultations with ADB staff; 

(iv) an independent evaluation mission to the Cook Islands to confer with in-

country stakeholders;
4
 and 

(v) a performance assessment using ADB’s program performance evaluation 

criteria. 

 

                                            
1
  Asian Development Bank (ADB). 2009. Report and Recommendation of the President to the Board of 

Directors: Proposed Program Cluster and Loan to Cook Islands for Subprogram 1: Economic Recovery 

Support Program. Manila (with corrigendum); ADB. 2012. Report and Recommendation of the President to 

the Board of Directors: Proposed Policy-Based Loan for Subprogram 2: Economic Recovery Support Program. 

Manila. 

2
  IED. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila: ADB. 

3
  ADB. 2009. Program Lending. Operations Manual. OM D4/BP. Manila. 

4
  Appendix 1 lists the officers and organizations met by the evaluation mission. IED had prior consultations 

with the Pacific Subregional Office in Suva, Fiji for the preparation of the PVR. Information gathered from 

these consultations were taken into consideration by the evaluation. 
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6. In completing the report, the views of the ADB departments and offices and 

those of the government and stakeholder agencies were considered. 

 

B. Expected Results 

7. The ERSP was designed in 2009 to promote inclusive private sector-led economic 

growth by focusing on strengthening governance and the institutional framework,
5
 and 

improving opportunities for the vulnerable. ERSP financing would help meet the 

government’s overall budget financing needs, which had increased due to greater 

demand for infrastructure investments. In the short term, the ERSP would provide 

economic stimulus by enabling the government to bring forward planned capital 

expenditures as a response to the economic slowdown that resulted from the global 

economic downturn of 2008. The ERSP consisted of two subprograms (footnote 1),
 
 with 

the following expected impact, outcomes, and outputs: 

 

(i) Impact. In the original design and monitoring framework (DMF), the 

ERSP’s impact statement was “higher and more inclusive economic 

growth.”
6
 In Subprogram 2, this changed to “economic recovery 

combined with protection of the most vulnerable and the fiscal 

position,” which was the original outcome of Subprogram 1. The report 

and recommendation of the President (RRP) for Subprogram 1 stated 

that the as a result of the ERSP, the “economy would thus recover faster 

than would otherwise be the case, and begin to return to at least the 

long-run growth rate.”
7
 

(ii) Outcomes. Subprogram 1’s outcome was “economic recovery combined 

with protection of the most vulnerable and the fiscal position,” which 

was then adopted as the impact statement in Subprogram 2. 

Subprogram 2’s outcome was “the government ensures sustainable 

budget allocations for needed capital investment and social protection.”
8
   

(iii) Outputs. Output 1 was “short-term boost to economic activity from 

higher capital expenditure” (stated as “higher capital expenditure by 

government” in Subprogram 2). This component had the bulk of ERSP 

financing. Outputs 2 to 5 focused on structural and governance 

improvements, support for the vulnerable, fiscal responsibility, and 

communication (Table 1).
9 

  

                                            
5
  An Infrastructure Governance Framework (IGF) had been developed earlier with ADB support. ADB. 2007. 

Technical Assistance to the Cook Islands for Preparing the Infrastructure Development Project. Manila. 

6
  Footnote 1, p. 9. 

7
  The RRP defined the long-run average yearly growth rate as 3.5%. 

8
  Reasons for the changes in the impact and outcome statements were not provided in the PCR. The Pacific 

Regional Department (PARD), in a consultation, later explained that they followed the following relevant 

advice provided in the Operations Manual: “Under the program cluster approach (or programmatic 

approach), the program design and monitoring framework (DMF) was charting a roadmap for all the 

subsequent subprograms to achieve the program's outcome, consequently, the outcome of the program 

should be the impact of each and every subprogram which will have its own outcome statement which 

matches the results of achieving the specific outputs that will be achieved under that subprogram. This 

allows flexibility to design subsequent subprograms in accordance with the changing circumstances in the 

policy reforms but within the overall framework of the original approval.” ADB. {2009}. Policy-Based 

Lending. Operations Manual. OM D4/BP. Manila (para. 5). The DMF was developed in close consultation with 

the Central Operations Services Office, now the Operations Services and Financial Management Department, 

and it formed the model for subsequent cluster DMFs in PARD. However, the evaluation is not in agreement 

with this explanation after examining DMFs of other programmatic approaches. 

9
  The intended outputs were slightly revised from Subprogram 1 to Subprogram 2 but did not fundamentally 

change. 
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Table 1: Expected Economic Recovery Support Program Results 

Subprogram 1 Subprogram 2 

Impact 

Higher and more inclusive economic 

growth 

Economic recovery combined with protection 

of the most vulnerable and the fiscal position 

Outcome 

Economic recovery, combined with 

protection of the vulnerable and the 

country’s fiscal position 

The government ensures sustainable budget 

allocations for needed capital investment and 

social protection  

Outputs 

1. Short-term boost to economic activity 

from higher capital expenditure by the 

government  

2. Structural and governance 

improvements 

3. Support for the vulnerable through 

targeted actions  

4. Maintenance of fiscal responsibility 

5. Communication and ownership of 

economic and fiscal management 

initiatives 

1. Higher capital expenditure by 

government 

2. Priority structural reforms and 

governance improvements 

3. The most vulnerable members of the 

community receive targeted support from 

government 

4. MFEM maintains fiscal responsibility 

5. MFEM communication of economic and 

fiscal management initiatives 

MFEM = Ministry of Finance and Economic Management. 

Sources: Design and monitoring frameworks of subprograms 1 and 2. 

 

8. Indicators and targets. The impact indicators and targets were (i) real gross 

domestic product (GDP) growth progressively raised to the government’s target long-run 

growth rate of 3.5% by 2016; and (ii) relative standard of living of the vulnerable groups 

of the community improved, as measured by a rising expenditure share of the lowest 

quintile of households (from 9% in 2007) and proportion of households headed by 

women in the lowest quintile in the 2013 household income and expenditure survey 

(from 31.8% in 2007). Though there was a shift of high-level results from one 

subprogram to another, the impact metrics did not change (Table 2).  

 

Table 2: Indicators and Targets for Impact and Outcomes of Subprograms 1 and 2 

 Subprogram 1 Subprogram 2 

Impact 

  Real GDP growth progressively raised to the government’s target long-run 

growth rate of 3.5% by 2016 

 Relative standard of living of the vulnerable groups of the community 

improved, as measured by a rising expenditure share of the lowest quintile 

of households (from 9% in 2007) and proportion of households headed by 

women in the lowest quintile in the 2013 household income and 

expenditure survey (from 31.8% in 2007) 

Outcome  Economic contraction avoided in 

FY2010 and FY2011 

 Growth in construction value-

added to exceed 5.5% in FY2012 

 Progressive implementation of 

the Infrastructure Master Plan 

 Infrastructure Governance 

Framework implemented on 

schedule 

 Stability or upgrade in the 

government’s sovereign credit 

rating (from BB in August 2009) 

to the end of FY2011 

 Growth in construction value added 

of 5.5% or greater in FY2012 and 

FY2013 

 Welfare payments above FY2011 

baseline rate of NZ$12.3 million in 

FY2012 and FY2013 

FY = fiscal year, GDP = gross domestic product. 

Sources: Design and monitoring frameworks of subprograms 1 and 2. 
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9. Policy actions. The ERSP was supported by two single-tranche loans for each 

subprogram: $10 million for Subprogram 1 (2009) and $6.0 million for Subprogram 2 

(2012). There were 21 policy actions for Subprogram 1 and 17 for Subprogram 2.
10

 The 

policy matrix for Subprogram 1 originally contained 19 triggers for Subprogram 2, as 

enumerated in the RRP for Subprogram 1. As discussed in the RRP, consideration of 

Subprogram 2 would depend on the satisfactory progress toward its policy triggers. 

Subprogram 2 was expected to be submitted to the ADB Board of Directors for 

consideration in 2011 after the key triggers were completed. Approval of the 

Subprogram 2 tranche was delayed by 1 year due to difficulties in achieving several 

Subprogram 2 triggers. 

 

10. The policy actions consisted of processes (e.g., cabinet approval or 

commitments), actual institutional reforms (e.g., merger of the Ministry of Works with 

the Office of the Minister of Island Administration) or implementation of reforms (e.g., 

implementation of the Infrastructure Governance Framework [IGF]), and achievement of 

performance benchmarks (e.g., higher levels of capital expenditures compared to the 

previous year). Out of the 21 actions in Subprogram 1, 10 were processes, 4 were 

institutional reforms, and 7 were achievement of performance benchmarks. Out of the 

19 prior actions in Subprogram 2, 4 were processes, 4 were institutional reforms, and 11 

were achievement of performance benchmarks.
11

 This evaluation defined the policy 

action categories as follows: 

 

(i) Process actions: studies (inputs to design of reforms) and government 

statements committing to, approving, or confirming the reforms. 

(ii) Institutional reforms: actions relating to implementation of various 

initiatives (as opposed to designing or approving them). 

(iii) Performance benchmarks: attainment of benchmarks or standards 

agreed with ADB, as various reforms are being implemented or 

prudential standards are being met (in the public finance area). 

 

11. Eighteen triggers were initially identified as expected prior actions for 

Subprogram 2, but evolving government priorities and reforms prompted (i) two 

additional triggers that had not been envisaged during Subprogram 1 preparation (i.e., 

functional review of public service and development of a public financial management 

[PFM] reform program), (ii) the adjustment of three triggers to become policy actions, 

and (iii) the dropping of two triggers (i.e., reviewing payments on behalf of the Crown 

and retaining Standard & Poor’s rating service). These changes were discussed in the RRP 

for Subprogram 2.  

 

12. As an additional input of the ERSP evaluation into IED’s ongoing corporate 

evaluation study on policy-based lending operations, the quality of prior actions was 

assessed using the following criteria: (i) relevance, (ii) criticality, (iii) value added, (iv) 

measurability, and (v) efficacy.
12

 

 

13. There were differences in quality among the prior actions in the infrastructure, 

social welfare, and fiscal responsibility components. The main factor explaining the 

quality differences is the degree of preparatory work. As ADB’s country partnership 

strategy, 2008–2012
13

 focused on infrastructure reforms and planned for an 

                                            
10

 Policy actions and triggers are listed in Appendix 2. 

11 The classification of policy actions is presented in Appendix 3. 
12

 The evaluation criteria are from the World Bank Independent Evaluation Group. Appendix 4 provides an 

assessment of the quality of prior actions. 

13
 ADB. 2008. Country Partnership Strategy: Cook Islands, 2008–2012. Manila. 
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infrastructure project, the infrastructure-related prior actions were coherent and 

represented an almost complete output, i.e., the capital expenditure budgets and most 

elements of the governance reforms were in place but the planned capital expenditures 

and governance reforms had not been fully implemented at the end of the program. 

 

14. On the other hand, there was no significant prior work on social welfare reform. 

Consequently, the social welfare prior actions were process oriented, consisting of a 

review in Subprogram 1 and another report in Subprogram 2, with no decisions on 

reforms; these reviews are better done by another instrument (such as TA) rather than 

by a policy-based loan. In the case of the fiscal component, reforms had already been 

completed or were underway, supported by other development partners (including a 

previous ADB operation). The fiscal responsibility prior actions were mainly maintenance 

of previously agreed performance standards, though there were some actions (such as 

the adoption of a medium-term budget framework) that had already been planned and 

supported by other development partners. 

 

15. All policy actions enumerated in the development policy letter were complied 

with. There were triggers that were initially planned but were eventually dropped 

(particularly relating to two prior actions for Subprogram 2). These recommended 

changes in prior actions were stipulated in the RRP for Subprogram 2. In addition, some 

had only minimal compliance, e.g., preparation and cabinet approval of policy 

statements for each infrastructure sector [roads, airports, ports and harbors, government 

buildings, energy, water supply, sanitation and waste management], including provisions 

for user charges, cost recovery and community service obligations. Compliance with this 

prior action was limited to the release of the National Sustainable Development Plan 

(NSDP), which set out infrastructure objectives and strategies. 

 

16. Delays were encountered. Although all Subprogram 1 policy actions were 

completed prior to tranche 1 release shortly after approval, there was a delay in 

expenditure of funds under Subprogram 1 due to the lack of infrastructure projects that 

were ready for implementation. This constrained the ability of the government to provide 

the planned short-term stimulus. In addition, delays in some Subprogram 1 policy actions 

adversely affected the achievement of Subprogram 2 triggers and the consequent 

disbursement of related funds. While the delays were necessary to ensure that 

expenditure under the program was effective, they had adverse impacts on both the 

effectiveness and efficiency of the ERSP. 



 

 
 

CHAPTER 2 

Design and Implementation 

 

 

 

 

17. This chapter provides information on the program design, including rationale, 

program formulation, and resource assumptions. Implementation design with actual 

implementation arrangements in achieving program outputs is also presented. 

 

A. Rationale 

 

18. The Cook Islands was hit hard by (i) the global economic slowdown in the late 

2000s, which affected tourism, on which the economy is based; and (ii) related global 

food and fuel price shocks, given the heavy reliance of small islands on imports. As a 

result, the economy contracted by 2.7% from 2006 to 2009. This led to a period of low 

revenues, with tax revenue as percent of GDP declining from 23.4% in FY2006 to 22.9% 

in FY2009 (Table 3). 

 

Table 3: Selected Economic and Fiscal Indicators, 2006–2009 

Indicator 2006 2007 2008 2009 

Real GDP (NZ$‘000) 289,680 289,097 278,937 281,862 

Real GDP growth (%)   (0.2) (3.5) 1.0 

Tax revenue (% of GDP) 23.4 22.5 23.2 22.9 

Overall budget surplus or deficit  

(% of GDP) 1.6 3.4 3.3 (0.7) 

( ) = negative, GDP = gross domestic product. 

Note: GDP figures are based on calendar year; fiscal data are based on fiscal year. 

Source: Asian Development Bank Statistical Database System Online. 

 

19. The ERSP was a policy-based loan designed to (i) support a governance reform 

agenda, and (ii) provide short-term fiscal stimulus through financing higher capital 

expenditures for achieving higher growth rates and greater inclusion (para. 7). A policy-

based loan (previously called a program loan)
1
 is provided by ADB to assist a developing 

member country in (i) developing a sector, subsector, or multiple sectors; and (ii) 

improving the performance of a sector through appropriate policy and institutional 

improvements over the medium to long term. Policy-based loans are relatively quick 

disbursing to cover the immediate adjustment costs arising from policy reforms. ADB 

grants policy-based loans only to developing member country governments (footnote 3). 

The ERSP consists of two sequential subprograms following ADB’s program cluster 

approach (now called a programmatic approach, which is the term used in this report).
2
 

This approach was to provide a broad range of benefits by (i) helping counter the 

negative impact of the global economic crisis, setting a foundation for higher private 

                                            
1
 ADB. 2016. Policy-Based Lending. Operations Manual. OM D4/BP. Manila. 

2
 The program cluster approach is an extension of standard program lending, designed to provide more 

effective and flexible ways of translating complex policy objectives into implementable policy actions. The 

program cluster approach recognizes imperfections in information and its availability, and allows for 

flexibility to cater to this in designing policy packages (footnote 3). 
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sector-led economic growth; and (ii) supporting the vulnerable with better targeted 

government programs.  

 

20. The rationale and design of the program were influenced by a 2009 ADB study, 

which suggested that a short-lived, value-for-money fiscal stimulus was a sensible 

response to an economic downturn, as long as development partners and governments 

were able to rapidly implement their programs to give maximum and immediate effects.
3
 

The study argued that the primary role of the stimulus would be to lift internal demand 

to help offset the decline in external demand during the crisis period, while a secondary 

role would be to protect the vulnerable. This policy guidance explicitly cautioned against 

further fiscal stimulus in the Cook Islands, however, arguing that it was among the four 

Pacific economies that had already effectively adopted an expansionary fiscal stance 

heading into 2009, as measured by the magnitude of their fiscal deficit. 

 

21. The ERSP did not follow the recommendation of the 2009 ADB report, as it 

advised the Cook Islands against further stimulus. But the contraction of the Cook Islands 

economy and the significant fall in tax revenue due to low tourist arrivals warranted an 

immediate response from ADB. The debt sustainability analysis reported in the RRP for 

Subprogram 1 projected that the government’s expenditure plans for FY2010 would 

result in a rapid rise of net public debt from 10.8% of GDP in FY2009 to 25.0% of GDP 

in FY2010. The ADB loan would further increase the planned FY2010 deficit
4
 and debt

5
 

by bringing forward certain capital expenditures, with debt levels remaining within 

prudent thresholds.
6
 

 

B. Time, Cost, Financing, and Implementation Arrangements 

 

22. ADB support was provided under a program cluster of $10 million for 

Subprogram 1 and $6 million for Subprogram 2 (para 9.). The loan size was determined 

after considering the (i) estimated impact of the global economic crisis and the projected 

budget deficit financing requirements; (ii) availability of additional funding from other 

development partners in the event the government was unable to meet its financial 

requirements; (iii) significance and complexity of the policy actions of the ERSP, and the 

budgetary resources and political capital to implement the program successfully; and (iv) 

conformity of the ERSP with ADB’s country partnership strategy, 2008–2012 for the Cook 

Islands. 
 
23. At the inception stage, the program was referred to as the Infrastructure 

Governance Reform Program. This later changed to the Infrastructure Sector Reform 

Program before being renamed the ERSP. The program evolved from what was originally 

intended to be an infrastructure-focused loan as envisioned in the country partnership 

strategy, 2008–2012,
7
 becoming a hybrid intervention with a wider scope that combined 

                                            
3
 ADB. 2009. Taking the Helm: A Policy Brief on a Response to the Global Economic Crisis. Manila. The study 

noted that as of 2009, several Pacific economies, including the Cook Islands, had already taken an 

expansionary fiscal stance, not as a deliberate response to the economic crisis but by virtue of allowing for 

increases in budget deficits (thus, a fiscal stimulus was already in effect). The study noted that the magnitude 

of the Cook Islands’ stimulus was already too high, and that it had already relaxed fiscal policy too much. 

4
 The RRP stated that the FY2010 budget had a planned deficit of 16.1% of GDP, compared to an estimated 

FY2009 deficit of 11.0%. The deficit already took into account grants, given that inflows included grants. 

During FY2006–FY2009, grants averaged 6.4% of GDP, but fell to 5.2% in FY2010. 

5
 The RRP estimated total ERSP borrowing to be equivalent to 7.3% of GDP. The Subprogram 1 disbursement 

would increase planned FY2010 debt by 4.6%. 

6
  The RRP cited 50% debt–GDP as the threshold for a well-performing low-income economy. 

7
 The ERSP (originally called Economic Stimulus and Infrastructure Reform Program Loans) replaced phase 2 of 

the Infrastructure Development Project, which was in the pipeline. 



8 Cook Islands: Economic Recovery Support Program 
 

(i) a programmatic approach to support infrastructure investments as a countercyclical 

stimulus and economic recovery measure, with (ii) elements of governance reform (both 

in infrastructure and financial management) and support for vulnerable groups.
8
 

 
24. The ERSP was prepared during the appraisal mission on 9–14 August 2009 for 

Subprogram 1. The fact-finding mission was undertaken in April 2009. The first tranche 

(i.e., Subprogram 1) was approved on 13 October 2009 and became effective on 26 

March 2010, 3 months later than planned. It was closed on 31 March 2010. The second 

tranche (i.e., Subprogram 2) was approved on 22 November 2012 after 1 month of loan 

negotiations, became effective a year later (22 October 2013, almost 4 years after 

effectiveness of Subprogram 1), and was closed on 24 January 2014. 

 
25. For both subprograms, there were single (tranche) disbursements. However, 

there was a delay in expenditure of funds under Subprogram 1 due to the government’s 

desire to undertake necessary planning and preparatory work for the capital works 

projects to be funded by the ERSP. This meant that Subprogram 2 triggers were achieved 

later than originally anticipated; consequently, disbursement of funds under Subprogram 

2 was also delayed. There were also delays complying with prior actions for Subprogram 

2 (para. 9). 

 

26. The Ministry of Finance and Economic Management (MFEM) was the executing 

agency and was supported by the National Sustainable Development Committee (NSDC) 

(consisting of officials from the MFEM, the Cook Islands’ Office of the Attorney General, 

the Office of the Public Service Commissioner, and the Ministry of Foreign Affairs) as the 

program coordinating committee to oversee the implementation of the ERSP. 

 

C. Technical Assistance 

 

27. There was no specific technical assistance (TA) provided for the design and 

implementation of the ERSP. There were, however, a number of TA (regional and country 

capacity development) and grant projects implemented from 2007 to 2013, which 

supported specific elements of the program addressing infrastructure services delivery, 

economic and financial management, and social protection of the vulnerable.
9
 No 

consultants were engaged or retained for the design or implementation of ERSP 

subprograms 1 or 2. 

                                            
8
 IED. 2016. Validation Report: Economic Recovery Support Program in the Cook Islands—Subprograms 1 and 

2. Manila: ADB. The Management, in a 3 July 2009 Management Review Meeting, observed that “the design 

had changed from an infrastructure program loan to being more strongly focused on budget support in 

response to the global financial and economic crisis.” In response, “The project team said that the concept 

had evolved to include a much-needed response to the [global financial and economic crisis] while still 

maintaining support for infrastructure development, which would provide a basis for longer-term economic 

growth—a hybrid response.” 

9
 ADB. 2007. Technical Assistance to the Cook Islands for Preparing the Infrastructure Development Project. 

Manila (TA 7022-COO); ADB. 2009. Technical Assistance for Pacific Economic Management. Manila (TA 7280-

REG); ADB. 2009. Technical Assistance to the Cook Islands for Infrastructure Services Delivery Improvement. 

Manila (TA 7287-COO); ADB. 2010. Technical Assistance to the Cook Islands for Public Finance Management 

and Public Sector Performance Review. Manila (TA 7646-COO); ADB. 2010. Technical Assistance for Pacific 

Economic Management—Enhanced Economic Management (Subprogram 2). Manila (TA 7681-REG); ADB. 

2010. Report and Recommendation of the President to the Board of Directors: Proposed Grant for Social 

Protection of the Vulnerable in the Pacific. Manila (Grant 9151-REG); ADB. 2011. Technical Assistance to the 

Cook Islands for Implementing Public Sector Reforms (TA 7958-COO). Manila; ADB. 2013. Technical 

Assistance for Pacific Economic Management (Phase 2). Manila (TA 8565-REG); ADB. 2013. Technical 

Assistance to the Cook Islands for Asset Management for Sustainable and Improved Infrastructure Services 

Delivery. Manila (TA 8416-COO). 
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D. Safeguard Arrangements  

 

28. The environment and social safeguards assessment envisioned no significant 

adverse environmental impact or any specific effect on indigenous people. Additionally, 

the program did not require any resettlement. 

 

E. Loan Covenants, Monitoring, and Reporting Arrangements 

 

29. Loan covenants. The covenants under the loan agreement were mostly complied 

with. Covenants that were not complied with or partially complied with were related to 

reporting, and monitoring and review. No covenants were modified, suspended, or 

waived during program implementation. As reported in the PCR, the government made 

specific assurances to (i) adopt and maintain policy positions as contained in the 

development policy letter and policy matrix, (ii) inform ADB of any changes in relevant 

policies and of policy discussions with other multilateral or bilateral agencies that would 

have implications for the program cluster, (iii) adequately resource the program in a 

timely manner, (iv) monitor and biannually report to ADB on implementation of policy 

actions and their impact on budget outcomes, and (v) continue program monitoring and 

evaluation for at least 1 year after program completion and produce a PCR. 

 

30. Monitoring and reporting. Within 3 months of loan effectiveness, the 

government was to establish and maintain a performance evaluation system acceptable 

to ADB, and the MFEM was to report to ADB semiannually over the term of the program 

on implementation of policy actions and their impact on budget outcomes and public 

enterprise performance (including financial and performance indicators). Completion 

reports were to be prepared for each subprogram, with an overall report to be prepared 

within 1 year following the end of the program to evaluate its overall success. 

 

31. This comprehensive report was to assess the impacts of the policy reforms. The 

government was to monitor and evaluate the program until the final PCR was prepared. 

While ADB policy does not require the preparation of PCR for each subprogram, this was 

not complied with as a loan covenant. As the PCR explained, the triggers for Subprogram 

2 were met, though delayed, and there were macroeconomic and fiscal statistics and 

reports. However, there was limited reporting in written form (at least from the 

government to ADB). 

 

32. ADB, in collaboration with the NSDC and other development partners, was to 

review program performance 12 months after loan effectiveness to review the outcome 

of Subprogram 1 and begin preparations for Subprogram 2. The review was to: (i) 

evaluate the implementation of the policy reform measures under Subprogram 1; (ii) 

assess the impact on each sector; (iii) identify lessons; and (iv) outline reforms and 

assistance needed for sustained economic recovery, to enable the processing of 

Subprogram 2. The NSDC met as required to monitor progress, oversee implementation 

of the program, and provide guidance and direction to the MFEM. 

 

33. At the time of completion, the government had not provided a report on the 

overall impact of the policy reforms described in the development policy letter and policy 

matrix.
10

 There were delays in the utilization of Subprogram 1 loan funds, as preparations 

for capital works projects had to be completed. The delays in the preparation of 

government annual accounts and other economic indicators contributed to inadequate 

                                            
10

 See Section 4.05 (b) of Article 4, Particular Covenants, of the Loan Agreement for Subprogram 1. 



10 Cook Islands: Economic Recovery Support Program 
 

and delayed tracking and assessments of the program’s impacts. The evaluation was 

informed that the infrastructure projects’ start-up and implementation delays and 

subsequent delays in completion also deterred the timely completion report for each 

subprogram. As shared during consultations, the executing agency focused on the 

financial side (treasury function), but there was a lack of overall program oversight. The 

lack of monitoring and evaluation reports may not have diminished the program’s 

performance, but it limited the reporting of program contributions and achievements. 

ADB could have requested more regular specific program reporting to promote better 

compliance with the monitoring and reporting covenants. 

 



 

 
 

CHAPTER 3 

Performance Assessment 
 

 

 

 

34. IED’s guidelines prescribe four core evaluation criteria: (i) relevance of the 

program to the government and ADB development strategies, and adequacy of program 

design in addressing development constraints; (ii) effectiveness of the program outcome 

and outputs; (iii) efficiency of processes, including timeliness of program approval and 

timeliness in implementing the actions agreed in the policy matrix; and (iv) sustainability 

of achieved outcome and outputs.
1
 Each criterion led to an assessment. 

 

A. Relevance 

 

35. The program responded to development constraints and was consistent with 

strategies of the government and ADB. However, the ERSP’s design was complex and 

overly ambitious, considering the country context. 

 

36. The ERSP components addressed several of the main development challenges in 

the Cook Islands. The Cook Islands 2008 Social and Economic Report
2
 identified raising 

productivity of and addressing the backlogs in infrastructure as critical to sustaining 

overall economic growth—these were addressed by ERSP outputs 1 and 2. Related to the 

ERSP’s infrastructure governance component, ADB supported several TA projects (Box 1). 

The Cook Islands 2008 Social and Economic Report, financed by ADB and the Australian 

Agency for International Development, argued for better targeting of welfare payments 

to enable expansion of benefits to the disadvantaged and elderly—ERSP output 3 was 

designed to contribute to the design of social welfare reforms. The report also noted the 

progress in improving budget practices, and recommended focusing on tighter 

prioritization and composition of government expenditures—ERSP output 4 would 

sustain ongoing public expenditure reforms. 

 

37. The ERSP was consistent with the strategies of the government and ADB. ERSP 

support would help the government implement national plans, including the NSDP
3
 and 

the National Infrastructure Investment Plan (NIIP),
4
 formerly the Infrastructure Master 

Plan (IMP).
5
 The NIIP outlines the Cook Islands’ priorities and plans for major 

                                            
1
 The overall rating was determined by aggregating the ratings for the four core criteria of relevance, 

effectiveness, efficiency, and sustainability. Under each core criterion, the four descriptor ratings translate 

into a whole number score from 0 to 3. The overall project assessment rating is a weighted average of the 

values of the four core criteria ratings and therefore ranges from 0 to 3. 

2
 ADB and Government of Australia. 2008. Cook Islands 2008 Social and Economic Report: Equity in 

Development. Manila. 

3
  Government of the Cook Islands, Central Planning and Policy Office. 2010. Cook Islands National Sustainable 

Development Plan 2007–2010: Te Kaveinga Nui. Rarotonga; Cook Islands Central Planning and Policy Office. 

2015. Cook Islands National Sustainable Development Plan 2011–2015: Te Kaveinga Nui. Rarotonga. 

4
  Government of the Cook Islands, Ministry of Finance and Economic Management. 2015. Cook Islands 

National Infrastructure Investment Plan 2015. Rarotonga. 

5
  The plan was prepared under ADB. 2005. Technical Assistance to the Cook Islands for Strengthening Disaster 

Management and Mitigation (Component 2: Preventive Infrastructure Master Plan). Manila. (TA 4605-COO, 

approved on 30 June, $600,000). 
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infrastructure from 2015 to 2025, and the funding and implementation of these 

investments. The ERSP supported two of the nine NSDP, 2007–2010 goals (well-managed 

private sector-led economic development; and strengthened and affordable basic 

infrastructure, transport, and utilities to support national development) and two of the 

eight NSDP, 2011–2015 goals (infrastructure for economic growth, and sustainable 

livelihoods). The ERSP also supported the government’s plans to provide a short-term 

fiscal stimulus in response to the adverse effects of the global economic crisis on growth 

and revenue targets. The ERSP was aligned with (i) ADB’s country partnership strategy, 

2008–2012 where the main focus of the lending program was infrastructure 

development, and (ii) the inclusive growth agenda of ADB’s Strategy 2020.
6
 

 

38. The Government of the Cook Islands’ national planning and decision-making 

continually draw information emanating from program results and efforts. The 

infrastructure goals of the NSDP, 2016–2020 built on the NIIP (the successor to IMP), and 

specific social protection schemes referred to the design and implementation of pilot 

programs under the ERSP. The governance and institutional reforms supported by the 

ERSP continue to be implemented. Government budget documents (Appropriations Bill) 

listed projects and activities to be funded by loan proceeds, which helped tracked 

subprojects supported by the program. The ERSP, therefore, remains relevant. 

 

39. While the evaluation found the program relevant overall, there are significant 

concerns, which are covered in paras. 40–46. 

 

40. The program was overly complex, with a lack of focus, some poorly defined, and 

a large number of policy actions and triggers, with 21 policy actions for Subprogram 1, 

and 17 policy actions and 19 triggers for Subprogram 2—spanning many different areas. 

The ERSP design did not take into account initial concerns raised during the Management 

                                            
6
 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 

 

Box 1: Technical Assistance for Infrastructure  

 

In line with the infrastructure focus of the country partnership strategy, 2008–2012, the Asian 

Development Bank (ADB) provided several technical assistance (TA) products to help 

government infrastructure investment. TA products provided important inputs to the design 

of the Economic Recovery Support Program (ERSP), specifically the components on expanding 

infrastructure spending and improving sector governance. The TA also helped sustain 

implementation of sector governance after completion of the ERSP. 

 

The 2009 TA for Preparing the Infrastructure Development Project produced a six-volume 

report that provided an overview; proposed a detailed institutional framework; and analyzed 

several sectors such as water supply and sanitation, transport, and power generation and 

distribution. It also provided evidence of user willingness to pay for improved services in water 

and sanitation in Rarotonga as an input to the design of user charges. 

 

The 2009 TA for Infrastructure Services Delivery Improvement proposed criteria for vetting 

infrastructure proposals, an asset management regime with resource allocations for 

maintenance, and institutional arrangements for regulatory reviews of tariff regimes and 

private sector participation. 

 

The 2015 TA for Asset Management for Sustainable and Improved Infrastructure Services 

Delivery addressed quality of service delivery and sustainability of physical assets adversely 

affected by (i) deferred maintenance, (ii) lack of clarity of the asset management governance 

framework, and (iii) lack of an information system to manage the framework. 

 

Source: Asian Development Bank project documents. 
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Review Meeting (footnote 8), nor did it reflect lessons from policy-based lending, which 

would suggest a minimum number of strong and effective conditions rather than a large 

number of minor ones. The Pacific Regional Department (PARD) later admitted that like 

many other ADB policy-based loans at the time, policy actions could have been simplified, 

and a small number of performance targets and policy actions could have been designed 

better.
7
 ADB and the government learned a lesson from this experience. The policy-based 

loan approved in November 2016 has 3 expected outputs and 12 policy conditions.
8
 

 

41. The results framework could have defined better outcomes in the areas of 

infrastructure governance and social welfare reforms. The DMF outcomes for institutional 

reforms were mainly process related (e.g., implementation of the IMP and IGF), rather 

than improvements that could be monitored in relation to efficiency and effectiveness of 

infrastructure capital and maintenance expenditures. No outcomes were defined for the 

social welfare component, which sought to redirect savings from improved targeting to 

increased support to the most vulnerable and disadvantaged. The monitoring and 

evaluation of the ERSP could have been strengthened, especially in the area of social 

welfare benefits. 

 

42. The rationale for the fiscal stimulus was not well articulated, and the borrower’s 

capacity to effectively utilize additional funding was overestimated. Based on the RRP, 

the estimated budget deficit in FY2009 was 11.0% and the budgeted deficit for FY2010 

was 16.1%, with financing of the deficit to come from ongoing loans from ADB and 

additional loans from the People’s Republic of China being negotiated. The ERSP 

(through Subprogram 1) would further increase the FY2010 deficit by financing 

additional capital projects to be brought forward. The Subprogram 1 loan accounted for 

almost two-thirds of the total ERSP loan package, with half of the policy actions process 

related. On the other hand, the majority of the policy actions for Subprogram 2 were 

implementation of reforms and achievement of performance benchmarks to support 

higher levels of expenditures (Table 4).  

 

Table 4: Economic Recovery Support Program Policy Actions 

Category Subprogram 1 Subprogram 2 Total 

Process actions 10 4 14 

Implementation of reforms 4 4 8 

Achievement of performance Benchmarks 7 11 18 

Total 21 19 40 

Note: Subprogram 2 actions refer to the 19 prior actions.  

Source: Asian Development Bank Independent Evaluation Department. 

 

43. The program design could have placed greater emphasis on implementation 

support. With the exception of the social welfare component where the reforms were 

not yet identified, the main challenge faced by the ERSP was implementation of various 

initiatives, especially in the area of infrastructure governance. The Cook Islands has 

limited government capacity and is ranked lowest among ADB Pacific developing 

member countries.
9
 While there was a TA project on Infrastructure Services Delivery 

Improvement
10

 to assist the government in the implementation of the IGF, there were 

                                            
7
  As explained by the Pacific Subregional Office in Suva, Fiji during the PVR commenting stage. 

8
  ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based 

Loan to the Cook Islands for the Disaster Resilience Program. Manila. This loan was at the processing stage 

at the time of evaluation. 

9
  ADB. 2010. State Performance and Capacity in the Pacific. Manila (Table 2). 

10
 ADB. 2009. Technical Assistance to the Cook Islands for Infrastructure Services Delivery Improvement. Manila 

(TA 7287-COO, approved on 19 May, $600,000). 
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delays in its implementation, not all recommendations were pursued,
11

 and the main 

product—an asset management system—has yet to be fully functional. The ERSP design 

could have better promoted implementation of TA recommendations. A policy-based 

loan without accompanying TA was arguably not the best instrument to support 

implementation of policies and reforms. 

 

44. There were shifts in the impact and outcome statements from Subprogram 1 to 

Subprogram 2. The programmatic approach methodology recognizes “imperfections in 

information and its availability,” and allows for flexibility to cater to this in designing 

policy packages. It also allows for the “reframing of solutions to policy issues in response 

to changes in the external environment” (footnote 3). Therefore, while some design 

changes may have been necessary and appropriate when transitioning from Subprogram 

1 to Subprogram 2 of a programmatic approach, the flexibility is in the prior actions and 

the outcome and impact statements should have remained the same throughout the 

program. There was no clear explanation on the shifts in the results statements, except 

PARD’s argument about the flexibility afforded to a programmatic approach (footnote 

8). The evaluation found, however, that when using this type of approach, in most cases 

the impact and outcome statements do not usually change significantly between 

subprograms, even if the guidelines allow for flexibility in the transition.
12

 

 

45. The DMFs of each subprogram identified some key performance indicators and 

targets, which turned out to be problematic. One of the performance targets for 

Subprogram 2 was a reduction in subsidies for airline services by FY2013. But during 

implementation and upon review, these subsidies were actually found to provide a net 

benefit to the country. In addition, there was a lack of household survey data to show 

an increase in the relative standard of living of the vulnerable (an impact target), lack of 

sex-disaggregated data for welfare payments (an outcome target), and unreliable 

estimates of some indicators like GDP and capital expenditures (against which several 

DMF targets and indicators should have been assessed). The shifts in result statements 

and problematic indicators therefore reflect weak program design, and made the 

monitoring and assessment of the overall program difficult. 

 

46. The ERSP as budgetary support, with policy conditions, was a new modality for 

the Cook Islands as well for ADB in supporting the country. The program preparation and 

implementation was a challenge for both the government and ADB. The government 

recognized its failure to look at its capacity to implement such a program and component 

projects. 

 

47. In determining the rating, the evaluation placed more weight on the strategic 

view where the program components addressed major development challenges and 

were consistent with government and ADB strategies. The evaluation took into account 

the challenges faced by small Pacific countries in implementing reforms, especially 

complex reforms pursued during periods of crisis and political transitions that affect the 

implementation of programs. The ERSP is assessed borderline relevant. 

 

 

 

                                            
11

 ADB. 2013. Technical Assistance Completion Report: Infrastructure Services Delivery Improvement in the Cook 

Islands. Manila. 

12
 Examples of contemporary programmatic approaches in the Pacific without any change in impact and 

outcome statements between subprograms are the Republic of the Marshall Islands’ Public Sector Program 

and the Samoa Economic Recovery Support Program. The same is true with most other programmatic 

approaches that IED has reviewed in other regions.  
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B. Effectiveness 

 

48. The program’s effectiveness was based on the assessment of the achievement of 

outcome and output metrics for Subprogram 1 and Subprogram 2. On the whole, many 

of the outcome and output targets were generally achieved.
13

  

 

49. Outcome for Subprogram 1: Economic recovery, combined with protection of 

the vulnerable and the country’s fiscal position. Based on ADB data, the Cook Islands’ 

GDP contracted by 3% in 2010 and grew by only 1% in 2011, well below the long-run 

average growth rate of 3.5% targeted in the RRP. However, GDP growth picked up in 

2012, and average real GDP growth was 3.6% during 2012–2015. The government has 

been able to maintain fiscal buffers and a sustainable fiscal position, with debt-GDP ratio 

within prudential levels as defined by the MFEM Act and the Manila Agreement (footnote 

13).
14

 The 2016 Cook Islands Macroeconomic Assessment
15

 found low risk of debt 

distress based on debt sustainability analysis and assuming sustained commitment to 

prudent fiscal management. The latest fiscal plan would result in a debt buffer of 7% of 

GDP. The government built up cash reserves of 16.3% of GDP as of FY2015. Objectives 

relating to the IMP (now NIIP) and IGF were generally met, while the main principles of 

the plan and framework continue to guide decision-making and resource allocation on 

infrastructure investments. Standard and Poor’s downgraded the Cook Islands’ credit 

rating by the end of FY2011, but credit rating information from the MFEM indicates that 

from 2011 to 2015, the rating remained unchanged at B+/Stable/B.
16

 

 

50. Outcome for Subprogram 2: Sustainable budget allocations for needed capital 

investment and social protection. This was generally achieved, but further tracking of 

performance would help promote the sustainability of expenditures for infrastructure 

projects and welfare programs. This outcome was to be measured by (i) growth in 

construction value added of 5.5% or greater in FY2012 and FY2013, and (ii) welfare 

payments above the FY2011 baseline rate of NZ$12.3 million in FY2012 and FY2013. 

 

51. Construction value added in real terms grew by 30.1% in 2012 from 2011, but 

declined by 9.5% in 2013. With an average real annual growth rate of 10.3% during 

2012–2013, the outcome target of 5.5% is considered achieved. Construction value 

added in real terms declined by 43.3% in 2014 but increased by 94.6% in 2015, with an 

average real annual growth rate of 25.6% during the 2 years (Table 5). 

 

Table 5: Construction Value Added in Real Terms, 2011–2015 

Item FY2011 FY2012 FY2013 FY2014 FY2015 

Construction value added in real terms 

(NZ$’000) 13,091 17,033 15,407 8,737 17,000 

Real annual growth (%)   30 (10) (43) 95 

( ) = negative. 

Source: Asian Development Bank Statistical Database System Online. 

 

                                            
13

 Appendix 5 provides a summary of the assessment of the program achievements in the DMF. Appendix 6 

shows selected indicators. 

14
 In 1998, the government made a commitment not to undertake new commercial borrowings for 7 years and 

to ensure that (i) debt as a proportion of GDP does not exceed 29%, (ii) government personnel costs as a 

proportion of GDP do not exceed 15%, and (iii) other (non-personnel) operating costs as a proportion of 

GDP do not exceed 11%. This commitment was supported by ADB and facilitated debt rescheduling and 

significant write-down of Cook Islands’ debt to official creditors. 

15
 ADB. 2016. Cook Islands: Macroeconomic Assessment. Consultant’s report. Manila (TA 8565-REG). 

16
Government of the Cook Islands, MFEM. Sovereign credit ratings reports. http://www.mfem.gov.ck/sovereign-

credit-ratings 
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52. Welfare payments, in absolute values, increased from FY2012 to FY2015. The 

budget allocation for welfare payments during this period averaged 4% of GDP (Table 

6). The 2016 Cook Islands Macroeconomic Assessment explained that the Cook Islands 

has a generous social welfare system that offers a wide range of support for public 

education, health, the aged
17

, and community services (footnote 15).
 
But the country’s 

aging population imposes pressure on social welfare benefits. The DMF for Subprogram 

2 required a sex-disaggregated data set for this indicator, but it was not available. This 

evaluation therefore referred to government social protection programs to gauge if the 

government gives due attention to gender and development. The government continued 

its maternity leave program for working women since FY2013. In FY2015, the Cook 

Islands’ budget reported that there were 100 women eligible for this benefit.
18

  

 

Table 6: Budget Allocation for Welfare Payments, FY2013–FY2016  

Item 2013 2014 2015 2016 

Welfare payments (NZ$ ‘000) 13.95 13.95 16.54 16.54 

% of gross domestic product 3.7 3.8 4.3 4.0 

Note: New initiatives include increasing the budgets for the Cook Islands Social Impact Fund to the 

disabled and mentally ill and the outer islands (NZ$60,000) beginning in FY2016, and carer order 

payments (NZ$10,400) beginning in FY2017. Welfare payment data are in fiscal year while GDP data 

are in calendar year. 

Sources: Welfare payment data from Cook Islands budget documents (FY2013–FY2017); GDP data 

from Asian Development Bank. 2016. Key Indicators for Asia and the Pacific 2016. Manila. 

 

53. The ERSP has five main outputs, each of which has several performance 

indicators and targets for subprograms 1 and 2. Performance against these outputs is 

discussed in paras. 54–73. 

 

54. Output 1: Higher capital expenditures by the government. Under Subprogram 1, 

the ERSP was intended to support a short-term boost to economic activity from higher 

capital expenditures. There were two performance targets: (i) FY2010 budget provides 

an allocation for infrastructure consistent with the IMP, and (ii) FY2010 budget funds 

capital expenditure greater than 12.2% of GDP. While the FY2010 budget was based on 

the IMP, the targeted level of expenditure was not met: capital expenditures were 4.7% 

of GDP in 2010, down from 5.3% in 2009. The ERSP did not result in increased short-

term stimulus due to lack of project readiness of capital works for financing. The 

evaluation finds it a blunt and delayed stimulus. The program was intended to support 

priority investments into FY2010. There were infrastructure projects for airport 

expansion, roads, and water supply, as prioritized in the IMP, but preparatory works were 

not ready.
19

 

 

55. Under Subprogram 2, the ERSP would support capital expenditures at the level 

of 12% of GDP in FY2012 and FY2013. The actual capital expenditures were at 3.6% of 

GDP in 2012 and 5.7% in 2013. The 2012 performance was lower than the 2009 baseline 

(Table 7). However, the 2016 Cook Islands Macroeconomic Assessment reported that 

government expenditure remained high, with capital expenditure around 12.2% of GDP 

                                            
17

 From anecdotal evidence, for example, a pensioner shared his positive experience with the pension system 

in the Cook Islands. 

18
 Government of Cook Islands. 2014. Government Budget Estimates 2014/2015, Book 2: Ministry Budget 

Statements. Rarotonga. 

19
 Government budget documents, e.g., for FY2013–FY2015, listed projects for ERSP funding included the 

following: Avatiu Port Island Shipping Services terminal building and ancillary services including bridge 

crossing to market; Development of Punanga Nui Coastal Area; Project City Stage 1 (water mains and roads–

Panama to Aquarius 2.7 kilometers; Project City Stage 2 (installation of water network–Aquarius to Tupapa); 

Project City Stage 3 (roads–Aquarius to Tupapa); and Project City (Avarua road, water improvements, and 

water tanks for Rarotonga). 
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in FY2015 but largely been financed through external grants or borrowings (footnote 

38). Therefore, in the absence of a clear target even with increasing estimates of 

government allocation for capital expenditures, the evaluation had difficulty assessing 

the performance of this sub-output. Nonetheless, capital expenditures in 2011 were 

aligned with the IMP, and building on this was the NIIP 2015, which is an integral part 

of the shorter term 3-year budget cycle.
20

 

 

Table 7: Capital Expenditures, 2009–2013 

Item 2009 2010 2011 2012 2013 

Capital expenditures as share of gross 

domestic product (%) 5.3 4.7 3.8 3.6 5.7 

Source: Asian Development Bank Statistical Database System Online. 

 

56. Output 2: Priority structural reforms and governance improvements across the 

infrastructure sectors. Under Subprogram 1, several of the outputs were process related: 

cabinet endorsements of the IGF and a prioritization process, government review of 

economic regulation of monopolies, and competitive tendering of access to monopoly 

public assets. Performance targets included a higher IMP budget in FY2010 compared to 

FY2009, and inclusion of IMP priorities in the FY2011 and FY2012 budgets. 

 

57. Most of the performance targets under Subprogram 1 were met. The cabinet 

endorsed the IMP, which was incorporated into the NSDP, 2011–2015. The subsidies for 

international air travel were reviewed, but there was no assessment of the feasibility of 

private operation of government-owned monopoly assets. In addition, there was no 

review of economic regulation of monopolies and other forms of anti-competitive 

behavior. This was to be included in the functional review of the public sector,
21

 which 

did not cover regulation of monopolies. 

 

58. The Implementing Public Sector Reforms TA project,
22

 which supported the 

implementation of recommendations of the earlier Public Finance Management and 

Public Sector Performance Review TA project (footnote 21), encountered problems and 

eventually narrowed its focus on civil service improvement. However, the secretariat of 

the Infrastructure Committee—which includes members from Infrastructure Cook 

Islands, the MFEM, the Office of the Prime Minister, and the private sector—has been 

established within the Cook Islands Investment Corporation, which is also the holding 

company for the Airport Authority, Ports Authority, and Electricity Authority (all state-

owned enterprises). It was revealed during the consultations for the evaluation that the 

Infrastructure Committee did not work well initially but was eventually revived. 

 

59. There were two performance targets under Subprogram 2. One was the 

reduction of subsidies to air services. The review found that benefits of subsidies 

exceeded subsidy costs; subsidies to air services were therefore not removed.
23

 Recent 

                                            
20

 The 3-year budget cycle identified proposed government capital expenditure in the succeeding year and 

broader projections for the following 2 years. For example, the 2015–2016 budget published in June 2015 

identifies planned expenditure for 2015–2016 and projections for expenditure in 2016–2017 and 2017–

2018.  

21
 ADB. 2010. Technical Assistance to the Cook Islands for Public Finance Management and Public Sector 

Performance Review. Manila (TA 7646-COO). 

22
 ADB. 2011. Technical Assistance to the Cook Islands for Implementing Public Sector Reforms. Manila (TA 

7958-COO). The Public Finance Management and Public Sector Performance Review TA project 

recommended strengthening partnerships with the private sector through public–private partnership 

arrangements, but its implementation was not included in the Implementing Public Sector Reforms TA 

project. 

23
 PARD explained that the program required an economic cost benefit to be undertaken to justify the subsidy. 

(In arriving at the subsidy, no such analysis had been made; indeed the subsidy was set by the airline.) The 
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data gathered by this evaluation showed a reduction in budget allocation for airline 

subsidies. The 2016–2017 Appropriation Bill showed the FY2017 budget estimate 

regarding the Air New Zealand underwrite of long-haul service routes to Los Angeles and 

Sydney
24

 at $9.5 million, which is significantly lower than the provision from the FY2016 

budget. This reduction was primarily a result of the lower fuel costs on the flights. 

 

60. The other performance target under Subprogram 2 was that the FY2013 

expenditures of the Ministry of Outer Islands and Infrastructure Planning (MOIP) would 

be within 4% of the budget allocation. The MOIP was restructured and was renamed 

Infrastructure Cook Islands in 2013. The functions of the MOIP were split, with 

responsibility for the outer islands to the OPM, and responsibility for infrastructure and 

planning transferred to Infrastructure Cook Islands. There were changes to funding 

formulas for assistance to the outer islands, with reduced budget and actual expenditure 

within the threshold. The government rescinded price control orders on all groceries 

(excluding bread) and laundry products in September 2011 to remove distortions in the 

economy impacting the private sector. 

 

61. A few intended sub-outputs for Subprogram 2 were not realized. While the 

cabinet approved in principle the cost recovery and user charges in the Rarotonga water 

sector, these were not pursued. In addition, there was no final decision on the 

institutional arrangement for governance of the water and sanitation sector. But there is 

a positive development on this area. On 8 November 2016, the cabinet endorsed a 

proposal to establish a more effective approach to water and wastewater (sanitation) 

planning and management by bringing together key government agencies under one 

steering group, enabling consistent government policy development and direction.
25

 

 

62. Output 3: Support for the vulnerable through targeted actions. One of the 

performance benchmarks under Subprogram 1 was the maintenance of the real per head 

value of welfare payments to the vulnerable using FY2009 as the baseline. The budget 

allocations for social welfare services increased during FY2012–FY2015 (para. 52; Table 

6), but sustainability depends on new funds from the government given that the Social 

Impact Fund
26

 ended in June 2016, and the project supported by the Japan Fund for 

Poverty Reduction (a grant for Social Protection of the Vulnerable in the Pacific) has been 

completed. Consultations with the Ministry of Internal Affairs (MIA) and MFEM revealed 

that the government will provide these new funds. Grants for home care workers were 

increased to NZ$165 per month in FY2014 and with commitment to increase to NZ$200 

per month.  

 

63. Under Subprogram 1, a review of the social welfare system was undertaken, but 

recommendations were not fully implemented considering other views during 

consultations. More support, further reforms, and regular monitoring and review of 

welfare programs are necessary going forward (Box 2). The Cook Islands 2008 Social and 

                                            
program supported the government in setting an appropriate analytical process to determine if a subsidy 

was warranted and, if so, what it should be valued at. In the event the subsidy was found to be warranted, 

the continued weakness in the United States market meant that the overall cost of the subsidy remained 

higher for longer than was expected. 

24
 This supports two non-commercial long haul services operated by Air New Zealand from Los Angeles to 

Rarotonga and from Sydney to Rarotonga. 

25
 As shared during the consultations. Government of the Cook Islands, MFEM. 2016. Government adopts a 

more coordinated and effective response to water and waste water. News release. 15 November. 

http://www.mfem.gov.ck/news1/121-finacial-secretary-office-news 

26
 The Social Impact Fund supported the delivery of services by civil society organizations on behalf of the 

government to meet the needs of the most vulnerable and focused on gender equality, children and youth, 

the disabled, the elderly, mental health, and domestic violence. This was jointly funded by governments of 

New Zealand (75%) and the Cook Islands (25%) for a total of NZ$860,000 annually. 
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Economic report (footnote 2) noted that welfare payments could be better targeted, 

such as by means testing and better needs-based definition. This would enable savings 

to be redirected to supporting the most disadvantaged. While the review of welfare 

programs in 2010 recommended targeting, and while the findings were shared in public 

consultations, there were mixed views as to whether programs should be means-tested 

or universally applied. The options were presented to the cabinet, and the decision was 

not to use means testing for the pension and child benefit because of possible political 

implications. However, other welfare programs were means-tested, i.e., welfare 

programs for the destitute/disabled and those with infirmities, and welfare programs 

providing caregiving and special assistance for the elderly. The new tax measures 

introduced in 2014 included taxation of pensions, which had the effect of means testing 

pensions. 

 

64. Subprogram 1 included performance monitoring of services used by the 

vulnerable; this has not been broadly implemented. For example, the pilot monitoring of 

a ward in Rarotonga Hospital that was transformed into a geriatric ward was not 

undertaken due to lack of resources. The focus has shifted from performance monitoring 

and analysis to the piloting of delivery of home care to the vulnerable with donor 

funding. As disclosed during interviews as part of the evaluation, one possible reason for 

this was the limited number of beneficiaries (there was only one patient in that ward at 

the time). One positive development that will provide impetus for regular monitoring is 

the current efforts at the MIA’s Welfare Division. This division is transitioning the welfare 

payments system, examining if the system is appropriate and with the right people, and 

ensuring the monitoring of social protection policies and programs. 

 

Box 2: Reforming the Social Welfare System 

 

The Cook Islands has one of the most extensive social welfare systems in the Pacific island 

countries. However, the system has yet to fully meet the needs of the disadvantaged and 

vulnerable, which include the elderly, the unemployed, single parents, children, and the 

physically challenged—groups that have resulted from a breakdown of family support systems 

due to emigration from the outer islands to Rarotonga, and from the Cook Islands to New 

Zealand. There is also a disparity in social service delivery between Rarotonga and the outer 

islands. These shortcomings should be given full attention. 

 

The Ministry of Internal Affairs (MIA) is responsible for the (i) implementation of welfare 

payments and services as outlined in the Welfare Act 1989, Employment Relations Act 2012, 

and government policy; and (ii) implementation and monitoring of government policies and 

programs for social protection and promotion of the rights of children, youth, women, the 

elderly, and persons with disabilities. Welfare payments administered by the MIA include: (i) 

Old-age pension 60+ and 70+, (ii) child benefit, (iii) newborn allowance, (iv) destitute and 

infirmed, (v) maternity leave, (vi) carer order payment, and (vii) caregiving.  

 

A review of the social welfare system published by the MIA in 2010 concluded that in order to 

meet the needs of the population while also remaining financially sustainable, the system has 

to be more targeted and be complemented by other forms of social protection such as 

livelihood, health insurance, and retirement savings schemes. The review made several 

concrete recommendations to promote the financial viability of the system, including 

increasing the eligible age for pensions. However, many of these have not been implemented. 

At the time of evaluation, the MIA explained that there is a plan to change the age eligibility 

from 60 to 65. 

 

Sources: Government documents; Asian Development Bank Independent Evaluation Department. 
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65. The performance benchmark for Subprogram 2 was the allocation in the FY2013 

budget for new targeted social welfare services. Other than the pilot initiatives that were 

financed mainly by donors, there were no new services in FY2013. However, there were 

new allocations incorporated in the FY2015 budget (increasing the Social Impact Fund 

to the disabled and mentally ill and to the outer islands) and the FY2016 budget 

(increasing the Social Impact Fund to carer order payments).  

 

66. The pilot home care giving for the elderly and disabled was implemented through 

the Japan Fund for Poverty Reduction grant (para. 62). Two home care and support 

services to welfare recipients (on Rarotonga and Mangaia islands) and two “meals on 

wheels” services to welfare recipients (on Mauke and Atiu islands) were delivered. A third 

“meals on wheels” service (on Aitutaki island) was then piloted. 

 

67. Output 4: Maintenance of fiscal responsibility. The government improved its 

fiscal management during the ERSP period, and recent developments reflected its 

commitment to reforms in fiscal management. The 2015 Public Financial Management 

Performance Report
27

 noted improvements in budget execution and credibility (Box 3). 

The government adhered to the fiscal responsibility ratios in the ERSP. The 2016 Cook 

Islands Macroeconomic Assessment reported a stable fiscal position for the Cook Islands: 

“Deficits are low…debt has increased gradually…Revenues are rising…and so are 

recurring expenses…Public investment remains high…and government has a reasonable 

cash position”(footnote 15).  However, the same assessment noted that budget forecasts 

indicated breaches in the debt-servicing ratio to domestic revenue and the tax revenue 

ratio to GDP. 

 

68. The medium-term budget framework has been adopted, but the 2015 PFM 

Performance Report noted the lack of multiyear perspective in fiscal planning as one of 

the weaknesses of the budget process. While the annual budget contains projections of 

the outer 2 years (following fiscal years), there are no agreed multiyear allocations for 

agencies and programs (footnote 20). Nonetheless, debt sustainability analysis has been 

undertaken during the past few years and there have been improvements in costing of 

health and education programs and strategies. 

 

69. Government budget documents reported a statement of the government’s 

operations in accordance with the International Monetary Fund government finance 

statistics standards to enable consistency in budget analysis, including across countries. 

Aid-funded work programs are integrated within the outcomes and key deliverables of 

ministry and agency business plans, strengthening budget planning links and placing 

performance responsibility for these plans with the heads of ministries or agencies (para. 

83). 

 

70.  In November 2016, the Cook Islands’ PFM Roadmap was published. It outlines 

specific actions to improve weaknesses in the current PFM system and to maintain areas 

of strength.
28

 The government (through its ministries) is committed to operationalize the 

road map, but they do not have adequate staff to manage the reforms. In a budget policy 

statement, the public finance frameworks should be consolidated, operationalized, and 

achieved. There is an ongoing study under a TA project about which institutions can deal 

with public finance frameworks and how many public finance frameworks are 

implementable to minimize engagements and overlaps. At present, there is insufficient 

                                            
27

 International Monetary Fund Pacific Financial Technical Assistance Center. 2015. Public Financial 

Management – Performance Report. Washington DC. 

28
 Government of the Cook Islands, MFEM. 2016. Public Financial Management Roadmap, 2016–2020. 

Rarotonga. 
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domestic capacity to do the reforms, and the government should find resources for their 

implementation. 

 

 

71. Output 5: Communication and ownership of economic and fiscal management 

initiatives. The government has implemented a cabinet-endorsed communications and 

engagement strategy. The 2015 PFM Performance Report identified public access to fiscal 

information as one of the strengths of the PFM system. One of the areas for improvement 

is in the reporting of consolidated fiscal risks from state-owned enterprises (footnote 27). 

 

72. The metric for output 5 (i.e., a 20% increase in the number of downloads of key 

budget, economic policy, and national planning documents from the MFEM website) 

was achieved. As of July 2015, the number of downloads was up more than 20% above 

2010 levels. Midway through 2016, the majority of the website pages were modified to 

a new layout and all previous pages archived. With these changes, the first budget and 

economic policy page created on 28 February 2012 was modified on 16 December 2016, 

with relevant documents under financial year tabs such as 2016–2017. Since the website 

creation and modification, this page has had 8,190 hits, which doubled the 2012 levels. 

 

73. In conclusion, while the fiscal stimulus was not as sharp or timely as intended, 

the economy has been able to achieve the long-term economic growth target (average) 

during 2012–2015. On balance, the ERSP was helpful in supporting the country’s fiscal 

position, protecting vulnerable groups, and getting the country through a difficult 

period. But the program could have achieved more with a simpler design. Even though 

there were external economic shocks in the late 2000s, the new government elected in 

2010 continued reforms and carried on with responsible fiscal policies. Spending has 

increased from about 33% of GDP in 2013 to about 41% of GDP in 2014, although this 

has primarily been on current rather than capital expenditures. At the same time, 

revenues have increased and the government has run a broadly balanced budget from 

2010 to 2013. As a result, the Cook Islands' debt levels still remain comfortable today (at 

the time of evaluation) at about 23% of GDP, which is well below the government's own 

limit of 35% (it was 50% at the time of appraisal). And while further reforms are needed, 

ADB's private sector assessment for the Cook Islands acknowledges that the country has 

Box 3: Sustained Progress in Public Financial Management 

 

The Asian Development Bank Country Performance Assessment for 2007 rated the Cook Islands 

highly in financial management compared to its peers. The Cook Islands 2011 Public 

Expenditure and Financial Accountability report found successful implementation of reforms 

towards strengthening the fiscal framework. The Pacific Financial Technical Assistance Center, 

established by the International Monetary Fund and United Nations Development Programme, 

has been providing capacity building support. 

 

The 2014 Public Expenditure and Financial Accountability report found improved budget 

execution, monitoring, and reporting since the 2011 report, notably increased budget 

credibility. Out of 31 indicators tracked by the Public Expenditure and Financial Accountability 

assessment, 23 showed improvement, although 15 were rated C or lower. However, there 

continue to be challenges in multiyear fiscal planning and budgeting, as well as on internal 

control on both revenue and expenditure management. 

 

The Cook Islands’ Public Financial Management Roadmap was published in November 2016. 

It outlines specific actions to improve weaknesses in the current public financial management 

system and to maintain areas of strength. 

 

Source: Asian Development Bank Independent Evaluation Department. 
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been one of the strongest performers in the Pacific.
29

 The evaluation considered ERSP 

effective. 

 

C. Efficiency 

 

74. There were major delays in the implementation of subprograms 1 and 2. Lack of 

ready infrastructure projects under Subprogram 1 held up the stimulus during the period 

of negative or low economic growth. Even though there was coordinated involvement 

of key stakeholders, there was slow use of Subprogram 1 funds due to a chain of events 

from the time of loan negotiations that included the 2010 national elections; 

replacements in the MFEM and MOIP leadership; changes in funding sources for 

proposed road projects; and prioritization and sequencing of capital works, which 

commenced in mid-2011 and continued into FY2012. Even the review of economic 

regulation of monopolies was hindered by delays in the functional review of the public 

sector. 

 

75. Even with implementation delays that adversely affected the full achievement of 

the ERSP’s main objective, it is reasonable to assume that there have been positive 

economic returns given the intent of the program. A good measure of efficiency would 

have been a measurement of the social and economic returns to the program, but it is 

difficult to quantify the full benefits of the $16 million in support from ADB because 

there was no full assessment of the impacts of policy reforms through the ERSP, which 

was required at program completion. 

 

76. The government implemented the IGF and incorporated the IMP into the NSDP—

accompanied by measures to maintain fiscal responsibility—to help ensure that resources 

were allocated to priority infrastructure projects. These projects had been identified and 

assessed with the assistance of ADB TA. The 2016 Cook Islands Macroeconomic 

Assessment suggests that GDP growth would have been lower without the increased 

public spending on infrastructure during the period (footnote 15). Nonetheless, in the 

absence of an evaluation of economic returns from these projects, it is difficult to assess 

the efficiency of use of ERSP resources. 

 

77. The program could have achieved more without these major delays. The ERSP is 

less than efficient from a process efficiency standpoint. 

 

D. Sustainability 

 

78. The evaluation was anchored on government ownership and reform champions, 

rationalization of budget allocation for component projects, improved governance 

arrangements, utilization of ERSP information in decision-making, interlinked civil service 

programs, private sector participation in national planning, and improved PFM 

performance. The achieved outcome and outputs of the ERSP are judged likely 

sustainable. 

 

79. Components of the ERSP had reform champions and there was high ownership 

on the part of the government. In the case of maintaining fiscal responsibility, the 

evaluation found that the targets were achieved given the MFEM’s commitment.
30

 On 

                                            
29

.As explained by PARD. ADB. 2015. The Cook Islands: Stronger Investment Climate for Sustainable Growth. 

Manila  

30
 Using a medium-term expenditure framework or a multiyear budgeting approach in its real sense is yet to 

be done (para. 68). 
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social protection, there is evidence of achievement, with social welfare programs in place 

and continued review of social welfare policies (e.g., there is a plan for doubling the 

pension and changing the age qualification from 60 to 65). Currently, an internal 

restructuring is ongoing in the MIA to support an effective and a sustainable welfare 

payment system.
31

 Meanwhile, on the infrastructure side, selection and prioritization of 

capital expenditures improved. However, there were implementation delays, as (i) no one 

took ownership of the IMP, and (ii) the Infrastructure Committee did not work well 

initially during the ERSP but was eventually revived. 

 

80. There are positive trends in resource allocation for key budget items, but there 

are concerns on specific projects. Capital, health, and education expenditures, and social 

welfare payments, are trending upward. However, there are some concerns on resource 

requirements to continue the gains of certain projects or activities, e.g., home care 

giving. There is also a need for resources for regulatory reforms in the infrastructure 

sector, e.g., the formulation of building codes and water standards. 

 

81. Improved governance arrangements in the infrastructure sector are expected to 

sustain gains made in the selection of capital projects. There is government commitment 

to continue utilizing the NSDP and IGF to guide decision-making and resource allocation. 

While the asset management system has yet to be fully operationalized, the system—

when implemented—will help improve operational efficiency and maintenance of capital 

assets. The government will need to make a decision on the governance arrangements 

for the critical water and sanitation sector, with a unit recently created by the cabinet for 

better sector planning and management. 

 

82. Development of national plans and programs benefited from information drawn 

from the ERSP. While frameworks and plans did not work very well initially (e.g., the IMP, 

which should have guided the NSDP, 2011–2015), the government is now using newer 

plans (the NSDP, 2016–2020 and NIIP 2015) as guideposts that include infrastructure 

and social protection elements. Although the ERSP has ended, the information drawn 

from the program is being utilized in planning and decision-making. For instance, the 

Infrastructure Committee is working for prioritization of projects through the NIIP and 

getting other ministries involved in the infrastructure sector (e.g., the Ministry of Health 

in the formulation of a road safety plan). At the time of evaluation, the NSDC is finalizing 

its new terms of reference. The ERSP and the grant funded by the Japan Fund for Poverty 

Reduction (para. 62) became tools for the formulation of government’s social protection 

programs. The conduct and the findings of the review of social protection schemes 

helped in meeting the policy conditions pertaining to the ERSP’s social protection 

component while the cost of continuing social services was studied based on the design 

and implementation of pilot programs supported by the ERSP. 

 

83. Implementation of results-oriented civil service programs will help steer the 

government in achieving national goals. The government has schemes that push for 

results, e.g., performance-based contracts of ministries and performance assessments of 

government officials by the Public Service Commission based on achievement of expected 

results. 

 

84. The private sector is involved in national planning (e.g., its members participate 

in economic task forces) and was consulted in the formulation of the NSDP. The private 

                                            
31

 The MIA’s Welfare Division is transitioning the welfare payments system, examining if the system is right, 

with the right people, and ensuring the monitoring of social protection policies and programs. 
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sector’s involvement should continue, and it should have a greater role in achieving the 

goals of the NSDP. 

 

85. PFM continues to improve with periodic independent public expenditure and 

financial accountability assessments that track performance. Several ongoing reforms—

such as the implementation of performance-based budgeting and a medium-term 

budget framework—will help improve effectiveness and efficiency in the use of public 

resources. A debt sustainability analysis in the 2016 Cook Islands Macroeconomic 

Assessment found low levels of external debt distress (footnote 15).  

 

86. Further, to improve the key components of the Cook Islands’ PFM systems and 

address challenges identified in the public expenditure and financial accountability 

assessments, the government launched in November 2016 its PFM Roadmap 2016–2020. 

The road map focused on (i) improving measures of transparency and accountability 

across government, (ii) improving the timeliness of financial reporting, (iii) further 

reducing systemic vulnerabilities to corruption, (iv) involving the legislature to a greater 

extent in scrutinizing public finances and the annual budget law, (v) improving control 

in budget execution, and (vi) improving PFM across government (footnote 28). 

 

87. There are sufficient reasons and evidence that positively back up the likelihood 

of sustainability of the ERSP’s achieved outcomes and outputs. However, additional 

actions could be taken to achieve greater impact and continue the momentum initiated 

by the ERSP reforms. These are explained in detail in Chapter 5. 

 

 



 

 
 

CHAPTER 4 

Other Assessments 

 

 

 

 

88. Other assessments were undertaken on the program’s development impacts and 

the performance of ADB and the borrower.  These evaluation assessments are 

considered noncore
1
 but provided further depth to the evaluation. 

 

A. Development Impacts 

 

89. The DMF for Subrogram 2 indicated that the expected impact was “economic 

recovery combined with protection of the most vulnerable and the fiscal position,” with 

two performance indicators: (i) real GDP growth progressively raised to the government’s 

target long-run growth rate of 3.5% by 2016, and (ii) relative standard of living of the 

vulnerable groups (lowest 20% of households) of the community improved.  

 

90. Real GDP contracted by 3% in 2010 and grew by only 1% in 2011, well below 

the long-run average growth rate of 3.5% reported in the RRP for Subprogram 1. 

However, real GDP growth picked up in 2012 at 4.7% and, while experiencing volatility, 

averaged 3.6% during 2012–2015 (Table 8). The July 2016 edition of Pacific Economic 

Monitor reported that GDP growth accelerated to an estimated 6.2% in FY2016, driven 

by an unexpected 8.2% surge in tourist arrivals. The launch of a new Jetstar Airways 

service between Auckland and Rarotonga in March 2016 helped boost arrivals. Growth 

is forecast at 4.0% in FY2017, supported by investment and tourism, including a new 

Virgin Australia Auckland–Rarotonga nonstop service, which was scheduled to start in 

June.
2
 The 2016 Cook Islands Macroeconomic Assessment argued for higher investment, 

particularly by the private sector, to sustain growth (footnote 15) (Box 4). 

 

Table 8: Annual Growth of Output 

Item 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Gross domestic product (%) (3.5) 1.0 (3.0) 1.0 4.7 (1.4) 6.3 4.8
a
 6.2

a
  

( ) = negative. 

a
 Provisional and/or estimate. 

Sources: Asian Development Bank Statistical Database System Online; Asian Development Bank. 2016. 

Pacific Economic Monitor, July 2016. Manila. 

 

91. It is unlikely that the program target of increased expenditure share of the lowest 

20% of households was achieved. While there is no household survey to verify it, 

continued economic volatility makes the improvement in the standard of living of the 

poorest 20% of households difficult. The next household expenditure and income survey 

is yet to be undertaken, and the latest available data is from FY2006. A comprehensive 

report on the overall impact of the program was never prepared as one of the 

                                            
1
 These assessments have no bearing on the success rating for the project. 

2
 ADB. 2016. Pacific Economic Monitor, July 2016. Manila. 
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commitments for ADB support. The lack of data hindered the complete assessment of 

this indicator.  

 

 

92. On institutional impacts, the ERSP mainly supported the implementation of 

ongoing institutional reforms in the infrastructure sector and PFM. The governance 

reforms in the infrastructure sector and the improvements in PFM had already started 

when the ERSP began. The merger of the Ministry of Works and the Office of the Minister 

of Island Administration to form the MOIP had already been implemented as part of the 

IGF. The secretariat of the Infrastructure Committee was established, and the functions 

of the MOIP were split and relocated within the Office of the Prime Minister and 

Infrastructure Cook Islands to ease differences in budgets and actual expenditures. The 

contribution of the ERSP was the integration of the IMP with the NSDP, both of which 

were also already in place. In the area of PFM, the MFEM had begun the process of 

establishing performance-based budgeting and a medium-term budget framework prior 

to the ERSP, which would support their full implementation. 

 

93. Two new institutional initiatives incorporated in the ERSP were not implemented 

(although a new initiative was eventually added): (i) the piloting of performance 

monitoring of services to the vulnerable was replaced with the piloting of a home care 

delivery service; and (ii) the review of arrangements for economic regulation of 

monopolies and other forms of anticompetitive behavior did not occur, and there was 

no program to increase private participation in government monopolies. These new 

initiatives that were not implemented would have been key elements toward increasing 

private investment in and improving delivery of social services.  

 

94. The evaluation views overall development impacts as less than satisfactory due 

to (i) lack of evidence that growth resulted in relative improvements in the living 

standards of the vulnerable, and (ii) partial implementation of institutional initiatives for 

social protection and economic regulation. 

 

Box 4: Private Sector Investment Is Critical to Economic Growth 

 

The 2016 Cook Islands Macroeconomic Assessment (funded with support from an Asian 

Development Bank technical assistance project) concluded that the main challenge facing the 

country is raising the long-term rate of economic growth. 

 

The assessment identified the lack of private sector investment as the major factor constraining 

growth. Tourism is the main industry whose growth potential is constrained by shortages in 

accommodation, which is in turn constrained by the existing land leasing framework and lack 

of adequate sanitation infrastructure. 

 

The Asian Development Bank’s 2015 private sector assessment also identified eight policy areas 

to improve the business environment and promote private sector development: (i) enhance 

policy transparency, (ii) improve the business entry process, (iii) strengthen land functioning 

and land management processes, (iv) improve access to finance, (v) advance gender equity, (vi) 

improve core infrastructure services, (vii) improve the policy and legislative framework for state-

owned enterprises, and (viii) address competition-related concerns. 

 

Source: Asian Development Bank Independent Evaluation Department. 
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B. Performance of the Borrower and Executing Agency 

 

95. The government undertook an ambitious reform agenda. The government had 

implemented many critical and difficult institutional reforms even before the ERSP 

approval, including the restructuring of governance arrangements in the infrastructure 

sector. The MFEM had also taken steps to improve the budget process. During the course 

of the ERSP, the government implemented various actions to underpin reforms to 

improve the efficiency and expand coverage of the social welfare benefits system. These 

were undertaken with difficulty and delays owing to weaknesses in implementation 

capacity and the political environment at that time. 

 

96. The weaknesses in the capacity to implement the ERSP resulted in delays of key 

actions compared to the agreed timetable. The government overestimated its ability to 

prepare infrastructure projects to be financed by the ERSP, which constrained the ability 

of the ERSP to provide quick response stimulus. There were issues in the implementation 

of the IGF, mainly in the areas of asset management (an ongoing effort) and governance 

of the water and sanitation sector. There were shortcomings in meeting the monitoring 

and reporting requirements of the ERSP, since this area was overlooked. There was lack 

of program oversight, as the MFEM focused more on the financial side (treasury 

function). The government shared during the consultations as part of the evaluation that 

it recognized these weaknesses. On a positive note, the government made an effort to 

specifically provide in its budget documents (Appropriations Bill) the projects and 

activities to be funded by ERSP loan proceeds. Support such as budgetary transfers is 

fungible, but this effort promotes transparency and can be utilized as a reference in 

tracking ERSP funds. 

 

97. Public sector reforms initiated through the ERSP have been slow and require 

more spread and depth.  Reversal of the initial decision
3
 to impose user charges for water 

provision in Rarotonga adversely affected the financial sustainability of sector 

investments and constrained the ability to address the issue of equity in the welfare 

programs and quality of service delivery between Rarotonga and the outer islands. 

 

98. Performance of the borrower and executing agency is assessed as satisfactory on 

account of the implementation of most of the key actions and reforms despite delays 

and reporting issues. Nonetheless, the evaluation notes the risks to the sustainability of 

the outcomes—especially in the areas of public sector restructuring and social welfare 

reform—which the government will have to continue addressing. 

 

C. Performance of the Asian Development Bank 

 

99. The program had three design weaknesses: 

(i) The rationale for additional short-term stimulus was weak given that the 

government was already running large budget deficits (based on RRP 

estimates) in FY2008 and FY2009, resulting in a front-loading of 

disbursements supporting process types of actions in Subprogram 1. 

(ii) The program was overly complex, with a lack of focus, some poorly 

defined, and a large number of policy actions and triggers. 

(iii) There was a lack of arrangements to support implementation and 

monitoring of policies and initiatives. 

 

                                            
3
 The government agreed in principle and proposed to introduce water charges in 2017–2018 (PCR). 



28 Cook Islands: Economic Recovery Support Program 
 

100. The appraisal process failed to identify weaknesses in capacity to implement key 

elements of the program. The lack of project readiness (capital works) resulted in delayed 

impact of the stimulus package—the appraisal was too optimistic about the 

government’s ability to bring forward certain projects. The performance monitoring of 

the geriatric ward of Rarotonga Hospital could not be undertaken by the cash-strapped 

MIA. 

 

101. ADB was not able to ensure more concrete actions and results in the reform of 

social welfare benefits and the restructuring of the public sector. There were no follow-

up reforms from the review of social welfare benefits completed in Subprogram 1. The 

planned reviews of arrangements for regulation of monopolies and effectiveness of the 

linkages among different institutions were to have been part of the restructuring of the 

public sector. However, the ADB TA for public sector reform narrowly focused on civil 

service reform and did not support implementation of critical recommendations from a 

functional review.  

 

102. Performance of ADB is less than satisfactory. There were major shortcomings in 

the program design, and the appraisal process overestimated the government’s ability 

to advance projects to enable stimulus financing. The PCR reported that ADB staff actively 

monitored progress of the program and completion of policy triggers, but there was lack 

of systematic effort to realize development impacts of the program. ADB could have 

assisted the government on program implementation more effectively.



 

 
 

CHAPTER 5 

Overall Assessment, Lessons, 

and Follow-up Actions 
 

 

 

 

103. The evaluation found a number of lessons from the program design and 

implementation. It also concluded with a set of suggested follow-up actions to improve 

economic and structural reforms in the country, to which the program has contributed. 

 

A. Overall Assessment 

 

104. Based on desk review and on-the-ground assessment, the evaluation considers 

the ERSP borderline successful overall, but nevertheless has specific concerns that 

warrant attention. Although the ERSP suffered from design deficiencies, it was 

considered relevant in addressing development constraints and consistent with national 

and ADB strategies. While the program resulted in a delayed fiscal stimulus and had 

unfinished reforms (mainly in the social welfare and public sector restructuring areas), it 

supported governance and institutional reforms and contributed to the achievement of 

the long-term growth target during 2012–2015. The program is therefore effective. Due 

to implementation delays, the program is viewed less than efficient. The evaluation found 

sufficient evidence that the ERSP achievements are likely sustainable, with strong 

government ownership. The evaluation took into account the country context, especially 

political economy considerations and capacity weaknesses. Table 9 summarizes the 

assessments for core and noncore evaluation criteria. 

 

Table 9: Overall Assessment of Program Performance 

Evaluation Criteria PCR PPER 

Key Reasons for 

Disagreement and/or 

Comments 

Relevance Relevant Relevant 

(borderline) 

Program components 

addressed major 

development challenges and 

were consistent with 

government and ADB 

strategies, but there were 

flaws in program design. 

Effectiveness Effective Effective While short-term stimulus 

did not materialize, long-

term reforms contributed to 

achievement of the long-

term growth target. Many of 

the outcome and output 

targets were achieved. The 

ERSP helped the country 

through a difficult period.   
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Evaluation Criteria PCR PPER 

Key Reasons for 

Disagreement and/or 

Comments 

Efficiency Efficient Less than 

efficient 

The program was not 

efficient from a process 

efficiency standpoint.  

Sustainability Likely sustainable Likely sustainable There is sufficient evidence of 

the likelihood of 

sustainability of the ERSP’s 

achieved outcome and 

outputs. 

Overall Assessment Successful Successful 

(borderline) 

 

Development impacts Not rated Less than 

satisfactory 

While the recovery and 

growth targets were 

achieved, there is no 

evidence that the relative 

living standards of the most 

vulnerable (bottom 20%) 

improved. Further, there was 

partial implementation of 

institutional initiatives for 

social protection and 

economic regulation that 

would have increased private 

investment and improved 

delivery of social services. 

Performance of 

borrower and 

executing agency 

Satisfactory Satisfactory Key actions and reforms were 

implemented through the 

ERSP despite delays and 

reporting issues. However, 

there are risks to the 

sustainability of the 

outcomes, which the 

government will have to 

continue to address. 

Performance of ADB Satisfactory Less than 

satisfactory 

There were program design 

shortcomings and the 

appraisal process 

overestimated the 

government’s ability to 

advance projects to enable 

stimulus financing.   

ADB = Asian Development Bank, ERSP = Economic Recovery Support Program, PCR = program completion 

report, PPER = program performance evaluation report. 

Source: Asian Development Bank Independent Evaluation Department. 

 

B. Issues 

 

105. There are key issues that limited impacts and are risks to the sustainability of the 

program results. 

106. Reforms entail sustained capacity support. Consultation with key stakeholders 

commonly referred to the lack of capacity in government for reform implementation. 

While some of the major reforms (such as the restructuring of infrastructure sector 

governance) had been in place at the beginning of the ERSP, these reforms needed 

sustained capacity support. Implementation of medium-term budgeting was also 
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constrained by capacity issues in many ministries and agencies. More attention to 

implementation is warranted in the context of a low-capacity environment.  ADB has a 

set of instruments, including TA, which would strengthen institutional and 

implementation capacity. 

 

107. There was no systematic approach to the expansion and monitoring of benefits 

for the disadvantaged and vulnerable. There has been no improvement of social service 

delivery performance monitoring to promote efficiency as well as equity in service quality 

to different groups, e.g., Rarotonga residents versus outer islands residents. The 

establishment of a monitoring and evaluation system would help to track whether social 

programs are reaching the most vulnerable and improving their lives. Without 

performance monitoring, it is difficult to improve efficiency of social services and verify 

that the disadvantaged and vulnerable are being reached.  

 

108. Other program reforms that have yet to be fully implemented relate to social 

welfare and water sector governance. The welfare benefit review undertaken as part of 

Subprogram 1 has yet to produce concrete reforms that are critical to fiscal sustainability 

and target the vulnerable. The institutional arrangements for the governance of the 

critical water and sanitation sector that were part of the IGF have yet to be finalized. 

Finally, the reversal of the decision to impose user charges in the water sector—despite 

findings of an ADB TA project indicating a willingness of users to pay—presents a setback 

to financial sustainability of the sector. The government proposed to introduce water 

charges in FY2018. Continued ADB engagement in these areas is needed to support 

implementation. 

 

109. Sufficient budget for maintenance is necessary. There is consensus from the 

government and private sector that expenditure for infrastructure maintenance is 

inadequate. There are two drivers to the compression of maintenance expenditures: 

(i) the budget process, which is based on historical cost with no 

adjustments for inflation since 2009, has resulted in ministries and 

agencies cutting operating costs; and 

(ii) the asset management system is not fully operational yet, as the ERSP 

has not focused on appropriateness of maintenance, e.g., while the ERSP 

has a target for expenditures, it does not have one for maintenance. 

 

C. Lessons 

 

110. This report identified four lessons drawn from the ERSP experience. 

 

111. Policy-based loans should ensure adequate support for reform implementation. 

Accompanying TA would help clients meet key program targets, such as implementation 

of the IGF and medium-term budgeting. Policy-based loan design should ensure that TA 

findings are translated into actions. With the MFEM’s preference for policy-based 

lending, loan design should ensure strong links between TA and the program being 

supported. Given (i) the limited implementation capacity of the government, (ii) the 

approval of a policy-based loan supporting Cook Islands’ Disaster Resilience Program 

(footnote 8), and (iii) the MFEM’s preference for policy-based lending, further capacity 

support is needed (Box 5). 

 

112. Policy-based loans are useful instruments for aligning donor activities and 

securing donor participation. As noted above, donors provide a significant amount of 

resources, including for capacity building. Various modalities of donor participation and 

coordination could be explored in the design of policy-based loans, such as inclusion of 



32 Cook Islands: Economic Recovery Support Program 
 

donor commitment and funding of specific programs and projects (especially in the social 

sectors, where donors are active) and TA (notably in PFM).  

 

 

113. Addressing multiple development challenges in a single operation results in 

complex program design that is not appropriate where capacity is a key constraint. 

Narrowing the thematic focus (e.g., infrastructure governance reform) could result in a 

more coherent program.  

 

114. Institutional reform requires well-defined and attributable outcomes. Many of 

the milestones for institutional reform are process related, e.g., cabinet endorsement of 

the IGF. The outcomes from the institutional reforms are not well-defined, e.g., higher 

economic and social rates of return. There is a need for closer monitoring and evaluation 

to determine whether the reforms achieved their objectives. The theory of change and 

intended results should be well articulated at the outset. Policy actions should be linked 

to development outcomes that are clearly defined, with measurable indicators and 

baseline data for future evaluation. 

 

D. Follow-up Actions 

 

115. Based on the evaluation findings, four follow-up actions are proposed to ADB. 

 

116. Continue engaging with the government in the areas of public sector and social 

protection reforms. Infrastructure sector reforms will have to be accompanied by broader 

public sector reform, which has been initiated in the Cook Islands with the help of ADB 

through TA. Governance could be a major theme of future ADB programs in the Cook 

Islands. Further work with social welfare reform that combines improved targeting with 

increased support to the disadvantaged and vulnerable should be undertaken. Targeting 

would enable savings that could be redirected to support other social welfare programs, 

and help ensure financial sustainability of the welfare system. The review supported by 

the ERSP should now be translated into actions and results. 

 

117. Support the implementation of household surveys. Equity is a recurring issue 

identified in various documents, but analytical work on this topic is sparse. Utilization of 

household surveys would help provide an important input to developing strategies that 

address the equity issue. Donor funding could be utilized for household surveys. There 

Box 5: Findings from the Independent Evaluation Department’s 2015 

Evaluation of Support to Pacific Developing Member Countries 

 

In 2015, the Independent Evaluation Department completed an evaluation of Asian 

Development Bank support to Pacific developing member countries. There are two items that 

are particularly relevant for the Cook Islands. 

 

First, the evaluation recommended strengthening of the Asian Development Bank’s approach 

to capacity building, and utilizing a mix of instruments that include policy-based loans, 

investment loans, and technical assistance. The evaluation urged greater resources to be 

allocated to technical assistance. 

 

Second, the evaluation recommended greater use of political economy analysis; wider 

stakeholder consultation and participation, especially among the disadvantaged; and use of 

capacity assessments for projects that would improve country ownership and yield better 

results. However, these would require more resources.   

 

Source: Asian Development Bank Independent Evaluation Department. 
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was a lack of household survey data to show an increase in the relative standard of living 

of the vulnerable (an impact target) and a lack of sex-disaggregated data for welfare 

payments (an outcome target). The latest available household expenditure and income 

data was from FY2006. 

 

118. Follow up on the recommendations of the ADB macroeconomic and private 

sector assessments on increasing private investment. The 2016 Cook Islands 

Macroeconomic Assessment identified lack of investment, particularly by the private 

sector, as a major constraint to growth. The ERSP reforms address public investment 

issues, but are not enough to achieve sustainable and inclusive growth. Other reforms 

identified in the ADB macroeconomic and private sector assessments are needed to 

increase private investment.   

 

119. Review possible opportunities for Asian Development Bank private sector 

operations in the country. This could include private participation in infrastructure 

services and support for small and medium-sized enterprises. ADB private sector 

operations could help support increased private investment. Private participation in 

infrastructure could help address resource constraints in the public sector and enable 

reallocation of public resources to education, health, and social protection. 
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APPENDIX 1: LIST OF OFFICERS AND ORGANIZATIONS MET 

 

 

Office of the Prime Minister 

 

Ms. Elizabeth Wright-Koteka, Chief of Staff 

Ms. Miimetua Nimerota, Senior Strategic Policy and Planning Adviser, Central Policy and Planning Office 

 

Ministry of Finance and Economic Management 

 

Mr. Garth Henderson, Financial Secretary 

Ms. Lavinia Tama, Manager, Development Coordination Division
1
 

Ms. Michelle Aisake, Program Manager, Development Coordination Division 

Mr. Russell Hynd, Manager, Treasury Management Division 

Ms. Miriam Cook, Treasury Officer, Treasury Management Division 

Ms. Brenda Dashwood, Treasury Officer, Treasury Management Division 

Mr. Jim Nimerota, Statistics Division 

 

Infrastructure Cook Islands 

 

Mr. Ngametua College Pokino, Secretary 

Mr. Solomona Solomona, Procurement and Assessment Manager  

Mr. Mac Mokoroa, Project Manager 

Mr. Fred Hosking, Procurement Officer  

 

Ministry of Health 

 

Ms. Elizabeth Iro, Secretary
2
 

 

Ministry of Education 

 

Ms. Gail Townsend, Secretary 

Member of the National Sustainable Development Committee 

 

Ministry of Internal Affairs 

 

Ms. Bredina Drollet, Secretary 

 

Audit Office 

 

Mr. Allen Parker, Director of Audit 

 

Public Service Commission 

 

Mr. Russell Thomas, Head of the Commission 

Ms. Daphne Ringi, Chief Executive Officer 

 

 

 

                                            
1
  The mission presented an overview of the Asian Development Bank evaluation process to the Cook Islands’ evaluation team in 

the Development Coordination Division of the Ministry of Finance and Economic Management. 

2
   The Director for Public Health Services joined the meeting. 
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Cook Islands Investment Corporation 

 

Mr. Tamari’i Tutangata, Chief Executive Officer  

Ms. Vasie Poila, Secretariat for the Infrastructure Committee 

Mr. Petero Okotai, Executive Officer 

(formerly with the Central Policy and Planning Office) 

 

Cook Islands Chamber of Commerce 

 

Mr. Brian Baudinet 

Mr. David Street 

Mr. John Webb 

Mr. Bob Taylor 

Ms. Lynne Samuel 

 

Te Vaerua Community Rehabilitation 

 

Ms. Heather Webber (via video conference) 

Ms. Oropai Mataroa 

 

Asian Development Bank 

 

Ms. Emma Veve; Director; Urban, Social Development and Public Management Division
3
 

 

Asian Development Bank Coordination Office in the Cook Islands 

 

Ms. Vanessa Jenner, Asian Development Bank Coordination Officer 

Ms. Charmaine Dolan, Asian Development Bank Administrative Officer 

 

 

 

                                            
3
  The meeting was held on 4 November 2016 at Asian Development Bank headquarters in Manila, Philippines. The Independent 

Evaluation Department had held prior consultations with the Pacific Subregional Office in Suva, Fiji. 



 

 
 

APPENDIX 2: POLICY ACTIONS AND TRIGGERS 

 

 

Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

Output 1:  

Short-term 

boost to 

economic 

activity from 

higher levels of 

government 

capital works 

1.1 Funding in 

the 2009–2010 

budget for 

infrastructure 

and public 

building 

investment 

accords with 

the priorities as 

stated in the 

IMP 

 

1.1 Funding in the 

2009–2010 budget for 

infrastructure and 

building work 

investment is in 

accordance with the 

priorities as stated in the 

IMP and is prioritized 

according to the process 

of Subprogram 1 policy 

output 2.6 

Complied 

with 

Output 1: 

Higher capital 

expenditure by 

government 

1.1 Funding in the 

FY2010-FY2012 

budgets for 

infrastructure and 

building works 

investment is in 

accordance with 

the priorities as 

stated in the IMP 

and is prioritized 

according to the 

process of 

Subprogram 1 

policy output 2.6 

Complied 

with 

1.2 Cabinet 

commitment to 

select new IMP 

projects for 

funding in 

2009–2010 

according to the 

prioritization 

process of 

output 2.6 

 Complied 

with 

  

1.3 2009–2010 

budget provides 

funding for a 

higher level of 

capital 

expenditure 

than in the 

2008–2009 

budget (as 

estimated) 

1.2 Confirmation that 

the 2009–2010 budget 

funded a higher level of 

capital expenditure than 

in the 2008–2009 

budget (as estimated) 

Complied 

with 

1.2 The FY2010 

budget funds 

capital expenditure 

not less than in the 

FY2009 budget 

(NZ$17.5 million). 

Complied 

with 

Output 2: 

Structural and 

governance 

improvements 

2.1 Adoption of 

the IMP 

 

2.1 2010–2011 and 

2011–2012 budgets 

provide 

for continued 

implementation of 

infrastructure and 

building work 

investment priorities as 

stated in the IMP 

Complied 

with 

Output 2: 

Priority 

structural 

reforms and 

governance 

improvements 

implemented 

across the 

infrastructure 

sectors 

  

2.2 

Incorporation of 

the IMP into the 

NSDP, 2007–

2010 

2.2 Implementation of 

key elements of the IGF, 

including: 

− preparation and 

cabinet approval of 

policy statements for 

each infrastructure 

sector (roads, airports, 

ports and harbors, 

government buildings, 

energy, water supply, 

and sanitation and 

waste management), 

including provisions for 

user charges, cost 

recovery, and 

Complied 

with 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.1 Implementation 

of key elements of 

the IGF including 

− release by the 

Prime Minister’s 

Office of the NSDP 

2011–2015 which 

sets out 

infrastructure sector 

objectives and 

strategies; 

− release by the 

Prime Minister’s 

Office of a 

renewable 

electricity chart; 

Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

community service 

obligations; 

− preparation and 

cabinet approval of 

asset management and 

forward budgeting 

frameworks for each 

infrastructure sector; 

and 

− tabling in Parliament 

of amendments to 

legislation governing 

infrastructure service 

delivery and institutions, 

including institutional 

improvement and 

reforms, agency 

responsibilities and 

powers for public 

infrastructure provision, 

ongoing asset 

maintenance 

management, provision 

for internal and external 

audit, and as relevant 

user charges and cost 

recovery, and multi-year 

budgeting
.
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

− Government 

completes first 

quarter review of 

the IMP for 2007–

2012; 

− cabinet 

endorsement of a 

policy standard for 

water supply in 

Rarotonga; 

− Cabinet gives in-

principle agreement 

to implementation 

of cost recovery and 

user charges in the 

Rarotonga water 

sector; and 

− Cabinet approves 

the development of 

sanitation user 

charges for the 

Muri-Avana area.  

 

2.2 Cabinet 

considers 

recommendations 

of the functional 

review of the public 

sector and agrees: 

− a focus on 

productivity and 

performance in the 

public sector; 

− the provision of 

capacity building 

inputs to support 

the performance 

management 

process; and 

− phased 

implementation of 

recommendations 

on Outer Islands. 

  2.3 MFEM prepares a 

report reviewing 

arrangements and 

agency responsibilities 

for the economic 

regulation of 

monopolies and other 

forms of anti-

competitive behavior, 

including at a minimum 

− statutory monopolies, 

with a view to removing 

those not in the public’s 

interest (e.g., 

telecommunications); 

and 

− price controls 

Complied 

with 

(price 

control 

retained on 

bread) 

 2.3 Government, 

through the Prices 

Tribunal, rescinds 

price orders on 

grocery and laundry 

products 

Complied 

with 

  2.4 Competitive 

tendering of access to 

monopoly public assets 

Complied 

with 

 2.4 Complete an 

independent 

economic analysis 

Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

and economic 

development subsidies, 

where feasible and in 

the public interest, 

including at a minimum 

− the private operation 

of Government-owned 

monopoly assets; and 

− subsidies for 

international air travel 

of airline subsidies 

which: 

− estimates the net 

economic benefits 

to the Cook Islands 

of the underwritten 

routes; and 

− assesses likely 

performance and 

profitability of 

underwritten 

routes. 

 

2.5 Adoption of a 

transparent process 

for financing 

provision of civil 

service 

organizations in the 

FY2013 budget 

 2.4 Formation 

of the NSDC 

 Complied 

with 

   

2.5 Formation 

of the 

Infrastructure 

Committee 

under the 

responsibility of 

the Cook Islands 

Investment 

Corporation 

Complied 

with 

 2.6 Cabinet 

commitment to 

endorse by 31 

October 2009 a 

transparent and 

objective process 

for use by the 

NSDC to 

– prioritize 

projects from the 

IMP based on 

multi-criteria 

analysis taking 

account of 

economic, social, 

and 

environmental 

considerations; 

and 

– subject 

prioritized 

projects to a 

socioeconomic 

cost benefit 

analysis to verify 

their liability 

 Complied 

with 

 

2.7 Cabinet 

endorses 

implementation 

of the IGF 

 Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

Output 3:  

Support for the 

vulnerable 

through 

targeted 

actions 

3.1 Cabinet 

commitment to 

undertake a 

review of the 

Cook Islands’ 

social welfare 

system, with key 

milestones of: 

– an issue paper 

for public 

consideration to 

be completed 

by end 

December 2009, 

and  

– the final 

review 

completed by 

end 2009–2010 

financial year to 

allow for 

inclusion of 

responsive 

actions in the 

2010–2011 

Budget 

3.1 MFEM and line 

ministries prepare a 

report which reviews 

social security benefits 

to assess the adequacy 

of benefits and to 

identify savings to be 

redirected to the most 

vulnerable members of 

the community 

Complied 

with 

Output 3: 

The most 

vulnerable 

members of 

the community 

receive 

targeted 

support from 

government 

3.1 Government 

makes public the 

consultant’s report, 

Review of the Social 

Welfare System, 

June 2010 

 

3.2 Government 

releases a public 

statement which: 

– sets out the intent 

to start a second 

round review of the 

social welfare 

system to enable 

Cabinet 

consideration by 

September 2013; 

and 

– sets out a 

schedule for public 

consultations 

Complied 

with 

 3.2 Cabinet 

commitment to 

pilot 

performance 

monitoring of 

the delivery of 

services used by 

the most 

vulnerable 

members of the 

community 

(pilot of the 

geriatrics key 

result area of 

the Ministry of 

Health [number 

1.10]) 

3.2 Performance 

monitoring being 

implemented for the 

delivery of services used 

by the most vulnerable 

members of the 

community 

Complied 

with 

3.3 At least two 

contracts are signed 

for a pilot of direct 

service provision to 

the vulnerable 

(home care for the 

elderly and persons 

with disabilities) 

which: 

– involves existing 

nongovernment 

organizations in 

service provision, 

– builds 

nongovernment 

organization 

capacity for such 

service provision, 

and 

– includes a 

monitoring and 

evaluation 

framework to assess 

pilot performance 

Complied 

with 

Output 4: 

Maintenance of 

fiscal 

responsibility 

4.1 2009–2010 

Budget 

manages total 

Crown debt at 

prudent levels 

to provide a 

buffer against 

factors that may 

impact 

adversely on the 

level of total 

Crown debt by 

ensuring that, 

4.1 2010–2011 and 

2011–2012 budgets 

manage total Crown 

debt at prudent levels so 

as to provide a buffer 

against factors that may 

impact adversely on the 

level of total Crown 

debt in the nature, by 

ensuring that, unless 

such levels have been 

achieved, the total 

operating expenses of 

Complied 

with 

Output 4: 

MFEM 

maintains fiscal 

responsibility 

4.1 FY2011–FY2013 

budgets are 

certified by the 

Financial Secretary 

as meeting the 

principles of 

responsible fiscal 

management set 

out in the MFEM 

Act, 1995–1996, 

Part III, clause 

23(2): 

Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

unless such 

levels have been 

achieved, the 

total operating 

expenses of the 

Crown in the 

financial year 

are less than its 

total operating 

revenues in the 

financial year 

the Crown in each 

financial year are less 

than its total operating 

revenues in the same 

financial year 

 

− managing total 

Crown debt at 

prudent levels so as 

to provide a buffer 

against factors that 

may impact 

adversely on the 

level of total Crown 

debt in the nature, 

by ensuring that, 

unless such levels 

have been achieved, 

the total operating 

expenses of the 

Crown in each 

financial year are 

less than its total 

operating revenues 

in the same 

financial year;  

− achieving and 

maintaining levels 

of Crown net worth 

that provide a 

buffer against 

factors that may 

impact adversely on 

the Crown's 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 

4.2 2009–2010 

Budget achieves 

and maintains 

levels of Crown 

net worth to 

provide a buffer 

against factors 

that may impact 

adversely on the 

Crown’s net 

worth in the 

future 

4.2 2010–2011 and 

2011–2012 Budgets 

manage, achieve, and 

maintain levels of Crown 

net worth that provide a 

buffer against factors 

that may impact 

adversely on the Crown's 

net worth in the future 

Complied 

with 

4.3 2009–2010 

Budget 

manages 

prudently the 

fiscal risks 

facing the 

Crown 

4.3 2010–2011 and 

2011–2012 Budgets 

manage prudently the 

fiscal risks facing the 

Crown 

Complied 

with 

4.4 2009–2010 

Budget pursues 

policies that are 

consistent with 

a reasonable 

degree of 

predictability 

about the level 

and stability of 

tax rates for 

future years 

4.4 2010–2012 and 

2011–2012 Budgets 

pursue policies that are 

consistent with a 

reasonable degree of 

predictability about the 

level and stability of tax 

rates for future years 

Complied 

with 

4.5 Cabinet 

commitment to 

adopt a 

medium-term 

budget 

framework in 

2010–2011 

 Complied 

with 

  

4.6 Cabinet 

commitment to 

refine and 

update the 

Manila 

Agreement 

financial ratios 

by end of 

December 2009, 

in relation to 

measures of 

capital 

expenditure and 

maintenance, 

public debt, 

4.5 Updated Manila 

Agreement financial 

ratios met in 2010–2011 

and 2011–2012 

Complied 

with 

4.2 Government 

meets fiscal 

responsibility ratios, 

set in Subprogram 

1, regarding tax 

revenue to GDP 

(25%), net debt to 

GDP (35%), and 

debt servicing to 

revenue (5%) in 

FY2011– FY2013 

and project’s overall 

budget deficit to 

GDP (+/-2%) will be 

within the ceiling 

Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

government 

personnel costs, 

and other (non-

personnel) 

operating costs 

by FY2014 and 

personnel 

expenditure to 

revenue ratio (40%) 

by FY2015 

4.7 2009–2010 

Budget to 

provide a 

Statement of 

Government 

Operations in 

accordance with 

the IMF’s 

Government 

Finance 

Statistics 

standards 

4.6 Budgets for 2010–

2011 and 2011–2012 to 

provide a Statement of 

Government Operations 

in accordance with the 

IMF’s Government 

Finance Statistics 

standards 

Complied 

with 

4.3 A Statement of 

Government 

Operations in 

accordance with 

the IMF’s 

Government 

Finance Statistics 

standards is 

available for FY2011 

and FY2013 budget 

shifts to a 

presentation of 

Crown revenue and 

expenditure 

(including FY2012 

outturn) consistent 

with the standards 

set out in the IMF 

Government 

Finance Statistics 

Manual 2001 

(Government 

Financial Statistics 

Framework) 

Complied 

with 

4.8 Government 

to maintain the 

financial 

contribution 

needed to 

retain Standard 

and Poor’s 

rating services 

through 2009–

2010 

4.7 Government to 

maintain the financial 

contribution needed to 

retain Standard and 

Poor’s rating services 

through 2010–2011 and 

2011–2012 

Dropped as 

a trigger for 

Subprogram 

2, but in fact 

Standard 

and Poor’s  

rating 

services were 

subsequently 

maintained 

through 

FY2011 and 

FY2012 

  

 4.8 Aid-funded activities 

included in Ministry 

outputs and subject to 

the same performance 

review as government-

funded functions 

Complied 

with 

4.4 Ministry and 

agency business 

plans will highlight 

outputs, objectives, 

outcomes, and key 

deliverables 

covering 

government-funded 

work plans and 

confirmed aid-

funded work plans 

Complied 

with 

 4.9 Review of the value 

for money from 

Payments on Behalf of 

the Crown and their 

inclusion in Ministry 

outputs 

Dropped as 

a priority 

trigger 

  

 4.10 Adoption of a 

medium-term budget 

framework in 2010–

2011 

Complied 

with 

4.5 Adoption of a 

medium-term 

budget framework 

in FY2011, and 

Complied 

with 
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Subprogram 1 Subprogram 2 

Output Policy Actions Triggers for  

Subprogram 2 

Compliance  Output Policy Actions Compliance 

continued use in 

FY2012 and FY2013 

   4.6 Government 

develops a PFM 

road map based on 

the findings of the 

public expenditure 

and financial 

accountability 

assessments, and 

completes the first 

review of progress 

Complied 

with 

(The Cook 

Islands PFM 

Roadmap 

was 

published 

in 

November 

2016) 

Output 5: 

Communication 

and ownership 

of economic 

and fiscal 

management 

initiatives 

5.1 Cabinet 

commitment to 

endorse by 31 

October 2009, a 

communications 

and 

engagement 

strategy 

prepared with 

effective 

engagement of 

key stakeholders 

that explains: 

– the 

Government’s 

programmatic 

response to the 

global economic 
crisis 

– transparent 

and objective 
process for 

prioritizing and 

implementing 

the IMP 

– infrastructure 

development 

and governance 

to support 

growth; and  

– government 

actions to 

address the 

needs of the 

most vulnerable 

5.1 The Cabinet-

endorsed 

communications and 

engagement strategy 

implemented 

Complied 

with 

Output 5: 

MFEM 

communication 

of economic 

and fiscal 

management 

initiatives 

5.1 The Cabinet-

endorsed 

communications 

and engagement 

strategy under 

Subprogram 

1implemented 

Complied 

with 

Number 21 19   17  

GDP = gross domestic product, IGF = Infrastructure Governance Framework, IMF = International Monetary Fund, IMP = 

Infrastructure Master Plan, MFEM = Ministry of Finance and Economic Management, NSDC = National Sustainable Development 

Commission, NSDP = National Sustainable Development Plan, PFM = public financial management. 

Sources: Asian Development Bank. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Program 

Cluster and Loan to Cook Islands for Subprogram 1: Economic Recovery Support Program. Manila; Asian Development Bank. 2012. 

Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan for Subprogram 2: Economic 

Recovery Support Program. Manila; project completion report on compliance based on what was reported in para. 27. 

 

 



 

 
 

APPENDIX 3: CLASSIFICATION OF POLICY ACTIONS 

 

 

1. This evaluation defined the policy action categories as follows: 

(i) Process actions are studies (inputs to design of reforms) and government statements 

committing to, approving, or confirming the reforms. 

(ii) Institutional reforms are actions relating to implementation of various initiatives (as 

opposed to designing or approving them). 

(iii) Performance benchmarks relate to attainment of benchmarks or standards agreed with 

the Asian Development Bank as various reforms are being implemented or prudential 

standards are being met (in the public finance area). 

 

2. There are a few items that mainly straddle the line between process and performance that could 

fit into multiple categories. For example, policy action numbers 1.2 and 4.7 under Subprogram 1 (both 

classified as process) could go under performance (Table A.3). 

 

3. The categories in para. 1 were developed as such because of the public financial component, 

which contained conditionalities rather than results from reforms supported by the Economic Recovery 

Support Program. 

 

Table A3: Classification of Policy Actions 

 Subprogram 1 Subprogram 2 Economic Recovery Support Program 

 Process Reforms 

Performance 

Benchmarks 

Sub-

total Process Reforms 

Performance 

Benchmarks 

Sub-

total Process Reforms 

Performance 

Benchmarks Total 

Output 

1 

1  2 3   2 2 1  4 5 

 (1.2)  (1.1; 1.3)    (1.1; 1.2)      

Output 

2 

3 4  7 1 2 1 4 4 6 1 11 

 (2.1; 

2.6; 

2.7) 

(2.2; 

2.3; 

2.4; 

2.5) 

  (2.3) (2.2; 

2.4) 

(2.1)      

Output 

3 

2   2 1 1  2 3 1  4 

 (3.1; 

3.2) 

   (3.1) (3.2)       

Output 

4 

3  5 8 1 1 8 10 4 1 13 18 

 (4.5; 

4.6; 

4.7) 

 (4.1; 4.2; 

4.3; 4.4; 

4.8) 

 (4.9) (4.10) (4.1; 4.2; 

4.3; 4.4; 

4.5; 4.6; 

4.7; 4.8) 

     

Output 

5 

1   1 1   1 2   2 

 (5.1)    (5.1)        

Total 10 4 7 21 4 4 11 19 14 8 18 40 

Note: Numbers in parentheses represent policy action numbers as outlined in the policy matrices (attached to the development policy 

letter). Subprogram 2 actions refer to prior actions. 

Source: Asian Development Bank Independent Evaluation Department. 

 



 

 
 

APPENDIX 4: ASSESSMENT OF THE QUALITY OF PRIOR ACTIONS 

 

 

1. The evaluation assessed the quality of prior actions using the criteria contained in Table A.4. 

 

Table A4: Criteria for Assessing the Quality of Prior Actions 

Criterion Definition 

Relevance The extent to which prior actions are relevant to objectives/outcomes, and whether there are links 

with actions from both previous and subsequent operations in case of a programmatic series. 

Criticality The extent to which prior actions have sufficient institutional depth to trigger policy/institutional 

change. Policy actions that are excessively process oriented, easily reversible, or only indicate 

intentions should be avoided.  

Value added The extent to which prior actions reflect the Asian Development Bank’s value added with respect 

to the borrower’s reform agenda.  

Measurability The extent to which the expected impact of prior actions is measurable. This largely depends on 

the quality of the monitoring and evaluation framework and the links between results indicators 

and prior actions. 

Efficacy The extent to which prior actions become completed as an output for the results chain. This refers 

mostly to prior actions such as draft laws, decrees, and strategies that require follow-up steps to 

be completed. 

Source: Independent Evaluation Group, World Bank. 

 

2. Relevance. The prior actions were relevant to program objectives. In particular the triggers on 

capital expenditures incorporated several reinforcing actions combining higher budgeted capital 

expenditures with improved infrastructure governance to ensure effectiveness and efficiency, as well as 

with fiscal performance standards to encourage that the government maintained responsible fiscal 

practices. 

 

3. Criticality. The infrastructure-related prior actions (covering outputs 1 and 2) were critical to the 

increase in capital expenditures and implementation of institutional reforms that had been designed and 

approved even prior to the programmatic series. However, the social welfare reform-related prior action 

was process oriented and did not include actions on recommendations of the review undertaken in 

Subprogram 1. With the exception of the adoption of the medium-term budget framework, the fiscal-

related prior actions were mainly continuations of performance standards set in the previous 

programmatic operation. 

 

4. Value added. The infrastructure-related prior actions reflected the Asian Development Bank’s 

value added to the borrower’s reform agenda, specifically the infrastructure governance reforms that 

were supported by various Asian Development Bank technical assistance projects prior to the 

programmatic operations. The social welfare-related prior actions resulted in the completion of a review 

of the social welfare system. However, the fiscal responsibility-related prior actions were mainly actions 

that the government had already begun to undertake as part of previous reforms or as part of existing 

laws and policies. 

 

5. Measurability. Some expected outcomes of the prior actions on higher capital expenditure and 

maintenance of fiscal responsibility were measurable and identified in the design and monitoring 

framework for Subprogram 2. However, the impact of governance reforms could not be measured since 

there were no arrangements for an impact evaluation. There were no outcome targets for the social 

welfare reforms, and given that the reforms had not yet been identified, there were no arrangements for 

monitoring and evaluation. There was also no arrangement to measure impact on poverty and inclusion. 

 

6. Efficacy. The infrastructure-related prior actions were one step away from being complete 

outputs for a results chain—the capital expenditures had been funded in the budgets and many elements 

of the infrastructure governance framework had been put in place. However, actual implementation of 
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capital projects and infrastructure governance reforms were not completed. The social welfare reforms 

had not been defined at the end of the program. However, the fiscal responsibility performance 

standards were in place. 

 

 

 

 



 

 
 

APPENDIX 5: DESIGN AND MONITORING FRAMEWORK SUMMARY 

 

 

Design Summary Performance Indicators/Targets Project Completion Report PPER 2016 

Goal (Impact) 

Economic recovery 

combined with protection 

of the most vulnerable 

and the fiscal position 

 

1. Real GDP growth 

progressively raised to the 

government’s target long-run 

growth rate of 3.5% by 2016 

(2009 baseline: 2.4%) 

 

 

 

 

 

 

 

 

 

2. Relative standard of living of 

the vulnerable groups of the 

community improved, as 

measured by a rising 

expenditure share of the 

lowest quintile of households 

(2007 baseline: 9%) and 

proportion of households 

headed by women in the 

lowest quintile (2007 

baseline: 31.8%) in the 2013 

household income and 

expenditure survey 

 

Real GDP growth peaked at 4.1% in 

2011–2012. Since then real GDP 

growth has been, or is projected to be, 

negative until 2018–2019, except 

during 2015–2016 when 1.4% real 

GDP growth was projected. However, 

revisions in the way GDP is estimated 

make GDP an unreliable measure of 

program effectiveness. Also, 

exogenous factors (particularly 

changes in levels of tourism 

expenditure) have considerable 

impacts on GDP growth rates. 

 

An updated household income and 

expenditure survey has yet to be 

undertaken. It is scheduled to be 

undertaken in 2015–2016. 

 

 

 

Not achieved. 

1. Although data still points to 

volatility in growth rates, (i) recent 

forecasts suggest a progressive 

increase in GDP; (ii) the July 2016 

Pacific Economic Monitor reported 

that in FY2015 the economy grew by 

0.7% (year-on-year) rather than 

contracting by 0.5% as indicated in 

earlier estimates; and (iii) growth 

accelerated to an estimated 6.2% in 

FY2016, driven by an expected 8.2% 

surge in tourist arrivals (and reflects 

updates to national accounts). 

2. It is unlikely that the program target 

of increased expenditure share of 

the lowest 20% of households was 

achieved. While there is no 

household survey, continued 

economic volatility makes difficult 

the improvement in the standard of 

living of the lowest quintile of 

households. The latest household 

expenditure and income survey is yet 

to be undertaken, and the most 

available data is from FY2006. 

 

Purpose (Outcome)  

The government ensures 

sustainable budget 

allocations for needed 

capital investment and 

social protection 

1. Growth of construction value 

added is 5.5% or greater in 

FY2012 and FY2013 

 

 

 

 

 

 

Construction value added in FY2012 

increased by 30.0% but decreased by 

47.0% in FY2013. 

 

 

 

 

 

 

Generally achieved. 

1. Construction value added in real 

terms grew by 30.1% in 2012 from 

2011 but declined by 9.5% in 2013. 

With an average real annual growth 

rate of 10.3% during 2012–2013, 

the outcome target of 5.5% is 

considered achieved.  Construction 

value added in real terms declined 
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2. Welfare payments (on a sex-

disaggregated basis) above 

FY2011 rate in FY2012 and 

FY2013 (FY2011 baseline: 

NZ$12.3 million in total, 

government to provide 

gender breakdown) 

 

 

 

 

 

 

 

 

Welfare payments totaled 

NZ$12.5 million in FY2012, 

NZ$13.1 million in FY 2013, 

NZ$13.6 million in FY2014, 

And NZ$16.5 million in FY2015 and are 

projected to be NZ$17.0 million in 

FY2016. Sex-disaggregated data is not 

available, but since 1 January 2013, all 

working women are entitled to at least 6 

weeks of paid maternity leave with 

government financial support for 

employers. In FY2016 it is estimated that 

80 women will receive this benefit. 

 

by 43.3% in 2014 but increased by 

94.6% in 2015, with an average real 

annual growth rate of 25.6% during 

the 2 years. 

2. Welfare payments increased from 

FY2012 to FY2015. The budgets for 

welfare payments during this period 

showed a 4% average as a 

percentage of GDP (at current 

prices). 

 

The 2016 Cook Islands 

Macroeconomic Assessment 

explained that the country has a 

generous social welfare system that 

offers a wide range of support for 

public education, health, the aged, 

and community services. The aging 

population imposes pressure on 

ballooning social welfare benefits. 

 

Although sex-disaggregated data is 

not available, the government 

continued its program on maternity 

leave for working women. In 

FY2015, the Cook Islands’ budget 

estimated that on average, there will 

be approximately 100 women 

eligible for this payment. This is a 

continuing program. 

 

Note: The achievements above are for 

Subprogram 2 targets following the 

project completion report, with the shift 

of results statements from Subprogram 1 

to Subprogram 2. The PPER included the 

assessment of Subprogram 1 performance 

as discussed below. 

 

1. The government was not able to 

avoid economic contraction in 2010 
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and a low growth rate in 2011. 

Based on ADB data, GDP contracted 

by 3% in 2010 and grew by only 1% 

in 2011, well below the long-run 

average growth rate of 3.5% target 

in the report and recommendation of 

the President for Subprogram 1. GDP 

growth picked up in 2012, and 

average real GDP growth was 3.6% 

during 2012–2015. The government 

has been able to maintain fiscal 

buffers and a sustainable fiscal 

position, with the debt–GDP ratio 

within prudential levels as defined by 

the MFEM Act and the Manila 

Agreement. The 2016 Cook Islands 

Macroeconomic Assessment found 

low risk of debt distress based on 

debt sustainability analysis and 

assuming sustained commitment to 

prudent fiscal management. The 

latest fiscal plan would result in a 

debt buffer of 7% of GDP. The 

government had built up cash 

reserves of 16.3% of GDP in FY2015. 

2. Objectives relating to the IMP (now 

NIIP) and Infrastructure Governance 

Framework were generally met, with 

the main principles of the plan and 

framework continuing to guide 

decision-making and resource 

allocation on infrastructure 

investments.  

3. Standard and Poor’s downgraded 

the Cook Islands’ sovereign credit 

rating by the end of FY2011, but 

credit rating information from the 

MFEM indicates that during 2011–

2015 the rating remained unchanged 

at B+/Stable/B. 
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Outputs 

1. Higher capital 

expenditure by 

government 

2. Priority structural 

reforms and 

governance 

improvements 

implemented across 

the infrastructure 

sectors 

1.1 FY2012 and FY2013 

budgets allocate more 

than 12% of GDP to 

capital expenditure 

(FY2009 baseline: 12% of 

GDP) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.1 Alignment of capital 

expenditure in FY2010-

2011 with the IMP 

prepared in 2007 

 

 

2.2 Reduction in subsidies to 

air services 

 

 

 

 

This was achieved but not until 

FY2012, reflecting the need to do 

necessary preparatory works for capital 

works projects for funding under 

Subprogram 1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This was achieved and, building on 

this, a 2015 NIIP was prepared and 

published. 

 

 

 

Subsidies to air services were reviewed 

but not removed. Air services were put 

out to competitive tender. The level of 

subsidies has not been reduced but 

has been varied according to fuel costs 

and passenger loadings on subsidized 

services. Benefits of subsidies have 

been assessed by the government to 

1. Unclear target. 

1.1. Actual capital expenditures were at 

3.6% of GDP in 2012 and 5.7% in 

2013. The 2012 performance was 

lower than the 2009 baseline. The 

2016 Cook Islands Macroeconomic 

Assessment reported that 

government expenditure remains 

high with capital expenditure around 

12.2% of GDP in FY2015. This marks 

an increase from 5.4% of GDP in 

FY2012, but it has largely been 

financed through external grants or 

borrowings. Therefore, in the 

absence of a clear target even with 

increasing estimates of government 

allocation for capital expenditures, 

the evaluation had difficulty 

assessing the performance of this 

sub-output. 

 

2. Achieved. 

2.1. Capital expenditures in 2011 were 

aligned with the IMP, and building 

on this was the 2015 NIIP, which is 

an integral part of the shorter-term 

3-year budget cycle. 

 

2.2. A review of subsidies was 

undertaken and it found benefits of 

subsidies exceeded subsidy costs. 

With this finding, subsidies to air 

services were not removed. Recent 

data gathered by this evaluation 

showed a reduction in budget 

allocation for airline subsidies. The 

FY2017 Cook Islands Appropriations 

Bill showed budget estimate 

regarding the Air New Zealand 

underwrite of long-haul service 

routes to Los Angeles and Sydney 
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exceed subsidy costs. 

 

Aircrafts at $9.5 million, which is 

significantly lower than the provision 

from the FY2016 budget, with the 

estimated outcome for FY2016 also 

much lower than budgeted. This 

reduction is primarily a result of the 

lower fuel costs on the flights. 

 2.3 Ministry of Outer Islands 

and Infrastructure 

Planning FY2013 

expenditure is within 4% 

of budget allocation 

Achieved with restructuring of this 

ministry and changes to funding 

formulas for outer island assistance. 

2.3. The Ministry of Outer Islands and 

Infrastructure Planning was 

restructured and renamed 

Infrastructure Cook Islands in 2013. 

There were changes to funding 

formulas for assistance to outer 

islands. 

 

A few intended sub-outputs for 

Subprogram 2 were not realized but 

there is a recent positive update 

considered in this evaluation. While 

the cabinet approved in principle the 

cost recovery and user charges in the 

Rarotonga water sector, these were 

not pursued. In addition, there was 

no final decision on the institutional 

arrangement for governance of the 

water and sanitation sector. A 

positive development in this area is 

the cabinet’s November 2016 

endorsement of a proposal to 

establish a more effective approach 

to water and wastewater (sanitation) 

planning and management by 

bringing together key government 

agencies under one steering group 

enabling consistent government 

policy development and direction. 

 

Additional information is provided for the 

assessment to include Subprogram 1 

performance: 

 



 

 

52⃒
 A

ppendix 5 

Design Summary Performance Indicators/Targets Project Completion Report PPER 2016 

Most of the performance targets under 

Subprogram 1 were met, and there have 

been positive recent developments. The 

cabinet endorsed the IMP, which was 

incorporated into the NSDP, 2011–2015. 

The subsidies for international air travel 

were reviewed, but there was no 

assessment of the feasibility of private 

operation of government-owned 

monopoly assets. In addition, there was 

no review of economic regulation of 

monopolies and other forms of anti-

competitive behavior. This was to be 

included in the functional review of the 

public sector, which did not cover 

regulation of monopolies. The ADB TA 

project (7958) supporting implementation 

of the recommendations of a prior TA 

project (7646) on functional review 

encountered problems and eventually 

focused narrowly on civil service 

improvement. However, the secretariat of 

the Infrastructure Committee (which 

includes members from Infrastructure 

Cook Islands, the MFEM, the Office of the 

Prime Minister, and the private sector) has 

been established within the Cook Islands 

Investment Corporation, which is also the 

holding company for the Airport 

Authority, Ports Authority, and Electricity 

Authority (all state-owned enterprises). 

The Infrastructure Committee did not 

work well initially but was eventually 

revived. An ADB TA project (7646) 

recommended strengthening partnerships 

with the private sector through public-

private partnership arrangements, but its 

implementation was not included in ADB 

TA 7948. 

 

3. The most vulnerable 3.1. FY2013 budget Reform of the taxation system has seen 3. Achieved. 
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members of the 

community receive 

targeted support 

from government 

allocations for new 

targeted social welfare 

services (FY2011 baseline: 

none) 

 

 

 

 

 

 

better targeting of tax incidence, which 

has indirectly improved targeting of 

welfare assistance. Paid maternity leave 

for women employees and increases in 

caregiver payments have been 

introduced. Other programs (e.g., home 

care and “meals on wheels”) have been 

piloted but require funding for 

sustainability. 

 

Other than the pilot initiatives, which 

were financed mainly by donors, there 

were no new services in FY2013. However, 

there were new allocations incorporated 

in the FY2015 budget (increasing the 

Social Impact Fund to the disabled and 

mentally ill and to the outer islands) and 

the FY2016 budget (increasing the Social 

Impact Fund to carer order payments). 

 

The pilot home care giving for the elderly 

and disabled was implemented through a 

Japan Fund for Poverty Reduction grant. 

Two home care and support services to 

welfare recipients (on Rarotonga and 

Mangaia islands) and two “meals on 

wheels” services to welfare recipients (on 

Mauke and Atiu islands) were delivered. A 

third “meals on wheels” service (on 

Aitutaki island) was then piloted. 

 

Additional information is provided for the 

assessment to include Subprogram 1 

performance: 

 

One of Subprogram 1 targets was the 

maintenance of the real per head value of 

welfare payments to the vulnerable using 

FY2009 as the baseline. The budget 

allocations for social welfare services 

increased during FY2012–FY2015, but 

sustainability depends on new funds from 

the government given that the Social 

Impact Fund ended in June 2016, and the 

project supported by the Japan Fund for 

Poverty Reduction (a grant for Social 

Protection of the Vulnerable in the Pacific) 

has been completed. Consultations with 

the Ministry of Internal Affairs and MFEM 

revealed that the government will provide 

these new funds. Grants for home care 
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workers were increased to NZ$165 per 

month in FY2014 and with commitment 

to increase to NZ$200 per month. 

 

A review of the social welfare system was 

undertaken, but recommendations were 

not fully implemented considering other 

views. More support, further reforms, and 

regular monitoring and review are 

necessary going forward. The Cook Islands 

2008 Social and Economic Report noted 

that welfare payments could be better 

targeted, such as by means testing and 

better needs-based definition. This would 

enable savings to be redirected to 

supporting the most disadvantaged. While 

the review of welfare programs in 2010 

recommended targeting, and while the 

findings were shared in public 

consultations, there were mixed views as 

to whether programs should be means-

tested or universally applied. The options 

were presented to the cabinet, and the 

decision was not to use means testing for 

the pension and child benefit because of 

possible political implications. However, 

other welfare programs were means-

tested, i.e., welfare programs for the 

destitute/disabled and those with 

infirmities, and welfare programs 

providing caregiving and special assistance 

for the elderly. The new tax measures 

introduced in 2014 included taxation of 

pensions, which had the effect of means 

testing pensions. 

 

The performance monitoring of services 

used by the vulnerable has not been 

broadly implemented. The pilot 

monitoring of a ward in Rarotonga 

Hospital that was transformed into a 
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geriatric ward was not undertaken due to 

lack of resources. The focus has shifted 

from performance monitoring and 

analysis to the piloting of delivery of home 

care to the vulnerable with donor funding. 

As disclosed during the interviews for the 

evaluation, one possible reason for this 

was the limited number of beneficiaries 

(there was only one patient in that ward 

at the time). One positive development 

that will provide impetus for regular 

monitoring is the current efforts at the 

Ministry of Internal Affair’s Welfare 

Division. This division is transitioning the 

welfare payments system, examining if the 

system is appropriate and with the right 

people, and ensuring the monitoring of 

social protection policies and programs. 

 

4. MFEM maintains 

fiscal responsibility 

 

4.1. FY2011–FY2013 budgets 

comply with all principles 

of fiscal responsibility 

stated in the MFEM Act 

 

Achieved and ongoing. 4. Achieved.  

Compliance with principles of fiscal 

responsibility under the MFEM Act is 

ongoing. The government improved its 

fiscal management during the ERSP 

period, and recent developments have 

reflected its commitment for reforms in 

fiscal management. The 2015 PFM 

Performance Report noted improvements 

in budget execution and credibility. The 

government has adhered to the fiscal 

responsibility ratios in the ERSP. The Cook 

Islands PFM Roadmap was published in 

November 2016. 

 

Additional information is provided for the 

assessment to include Subprogram 1 

performance: 

 

The medium-term budget framework has 

been adopted, but the 2015 PFM 

Performance Report noted the lack of 
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multiyear perspective in fiscal planning as 

one of the weaknesses of the budget 

process. While the annual budget contains 

projections of the outer 2 years, there are 

no agreed multiyear allocations for 

agencies and programs. Nonetheless, debt 

sustainability analysis has been 

undertaken during the past few years and 

there have been improvements in costing 

of health and education programs and 

strategies. 

 

Government budget documents reported 

a statement of the government’s 

operations in accordance with the 

International Monetary Fund government 

finance statistics standards to enable 

consistency in budget analysis, including 

across countries. Aid-funded work 

programs are integrated within the 

outcomes and key deliverables of ministry 

and agency business plans, strengthening 

budget planning link and placing 

performance responsibility for these plans 

with the heads of ministries or agencies. 

 

5. MFEM 

communication of 

economic and 

fiscal 

management 

initiatives 

5.1. Downloading of key 

budget, economic policy, 

and national planning 

documents from MFEM 

website is 20% above 

2010 levels (2010 baseline: 

2,550 downloads of 

budget documents) 

Achieved and substantially exceeded. 5. Achieved. 

As of July 2015, the targeted 20% increase 

over 2010 levels had been surpassed. 

Midway through 2016, the majority of the 

website pages were modified to a new 

layout and all previous pages archived. 

With these changes, the first budget and 

economic policy page created on 28 

February 2012 was modified on 16 

December 2016, with relevant documents 

under financial year tabs such as 2016–

2017. Since the website creation and 

modification, this page has had 8,190 hits, 

which doubled the 2012 levels. 
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For Subprogram 1 targets, the government 

has implemented a cabinet-endorsed 

communications and engagement 

strategy. The 2015 PFM Performance 

Report identified public access to fiscal 

information as one of the strengths of the 

PFM system. One of the areas for 

improvement is in the reporting of 

consolidated fiscal risks from state-owned 

enterprises. 

ADB = Asian Development Bank, ERSP = Economic Recovery Support Program, GDP = gross domestic product, IMP = Infrastructure Master Plan, MFEM = Ministry of Finance and 

Economic Management, NIIP = National Infrastructure Investment Plan, PFM = public financial management, PPER = program performance evaluation report, TA = technical 

assistance. 

Note: With the shift in results statements from Subprogram 1 to Subprogram 2, the evaluation referred to the assessment of the design and monitoring framework in the project 

completion report, which focused mainly on Subprogram 2 indicators and targets, and added an assessment of the Subprogram 1 targets. 

Sources: Asian Development Bank. 2015. Completion Report: Economic Recovery Support Program—Subprograms 1 and 2 in the Cook Islands. Manila; Asian Development Bank 

Independent Evaluation Department. 

 

 



 

 
 

APPENDIX 6: SELECTED INDICATORS, 2009–2015 

 

 

Item 2009 2010 2011 2012 2013 2014 2015 

Real GDP (NZ$‘000) 281,862 273,491 276,169 289,133 285,064 303,138 317,596
a
 

Real GDP growth (%)   1.0   (3.0)   1.0   4.7   (1.4)   6.3   4.8
a
 

Tax revenue (% of GDP) 22.9 25.5 25.1 23.6 25.5 … … 

Overall budget surplus/deficit (% of 

GDP) 
  (0.7)   6.4   3.7   4.1   2.6 … … 

Capital expenditures (% of GDP)   5.3   4.7   3.8   3.6   5.7 … … 

Construction value added (in real 

terms) 
… … 13,091 17,033 15,407 8,737 17,000 

Construction value added (real 

growth rate) (%) 
… … …      30      (10)    (43)       95 

Budget allocation for welfare 

payments (NZ$’000) 
… … 12.30  13.95   13.95  16.54  16.54 

Welfare payments (% of GDP) … …   3.4   3.7   3.8   4.3   4.0 

… = data not available, ( ) = negative, GDP = gross domestic product. 

Note: GDP figures are based on calendar year; fiscal data are based on fiscal year. 

a
 Estimate. 

Source: Asian Development Bank Independent Evaluation Department.  
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