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| NTRODUCTI ON
1. The first country cooperation framework (CCF) for the Cook Islands covers

the period 1998-2002. It drew upon the UNDP advi sory note, which, in turn, was
based upon consultation with the Government of the Cook Islands, as well as
representatives of civil society organizations, the private sector and donors,
in August 1997. It also took into consideration the md-termreview of the
third country programe, which covered the period 1992-1996.

2. Due to its preoccupation with the serious economc and financial crisis
that the country is currently experiencing, the Government was unable to nmake
firmdecisions on its priorities for UNDP support until the conpletion, in

July 1997, of its 1997/98 budget. |t becane apparent during the course of the
year that the process to formulate the CCF could not be conpleted intinme to
present the docunent to the Board at its third regular session 1997. Under

t hese circunstances, the Admnistrator found it necessary to extend the period
of the third country programe to cover the year 1997. The Admi nistrator w shes
to bring this to the attention of the Executive Board at its current session

3. Accordingly, during 1997, the UNDP country office worked with the
Governnent to: (a) better define the priority areas for the first CCF

(b) provide advice on ways to advance the plans of action elaborated at the
various United Nations-sponsored gl obal conferences and sunmts; (c) help to
nobi | i ze resources from ot her donors; and (d) nove ahead with programe
formulation for the first CCF

. DEVELOPMENT SI TUATI ON FROM A SUSTAI NABLE
HUVAN DEVELOPMENT PERSPECTI VE

Sust ai nabl e human devel opnent si tuati on

4. The Cook Islands, with an estimated per capita gross donestic product of
approxi mately $5,720 in 1996, al so had the hi ghest human devel opment i ndex anong
t he i ndependent and self-governing Pacific Island States in 1994. This

achi evenent was nmade possible by a range of factors, including a high | evel of
investment in infrastructure and social services, nuch of it is underwitten by
foreign aid and | oans. The econony expanded at a steady rate of 6 per cent per
year throughout the 1980s and the early 1990s, driven mainly by a high |evel of
performance in the tourismindustry, where significant income was generat ed.

But governnent enpl oynent, which had accounted for 59 per cent of the total

| abour in 1993, and governnent-rel ated economic activities, also underwitten by
aid and | oans, contributed the nost to the relatively high standard of |iving
enjoyed by the popul ation of the Cook Islands during the past decade. Since
1990, the overall economnmic performance has, however, been characterized by
fluctuations in growh, pressures on the governnment budget and a severe buil d-up
of external indebtedness. The recession of the last two years had highlighted
the country's vulnerability to external shocks and the structural inbalances of
the econony, and the current fiscal deficits and debt are a reflection of past
weaknesses in public finance and econoni ¢ nanagenent. By early 1996, the
Governnent's total debt had reached 63 million New Zeal and dollars ($N2).
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5. In response to the crisis, the Governnent, in consultation with its key
devel opnent partners, the CGovernment of New Zeal and and the Asian Devel opnent
Bank (AsDB), with support from UNDP and the Governnent of Australia, formulated
its Reform Agenda, which is centred on principles of good governance. Foll ow ng
Cabi net approval, the Government of the Cook Islands formally presented its

Ref orm Agenda to its devel opnent partners at a Consultative G oup Meeting, held
in Fiji, in June 1996. The five-pronged strategy of the Reform Agenda is
outlined bel ow

(a) Public sector reform Since June 1996, the Governnment has nade maj or
changes in both the organi zation and size of the public sector. The nunber of
governent departnents has been reduced from52 to 22, and the nunber of
enpl oyees in public service has been reduced from2,905 to 1,461. Suitable
public sector managenment courses, tailored to the various needs of civi
servants, have begun to be inplenented through in-country training and
fellowships to institutions in New Zeal and, Australia and other institutions in
the Pacific region. There is a need to strengthen capacity in and to streamine
the institutional arrangenents for delivering public sector output, consistent
with legislation recently passed, ainmed at raising the level of efficiency in
the civil service. Meanwhile, to cushion the severity of the cuts, the
Governnment of New Zeal and and AsDB, through a transition project, have assisted
t he nmovenent of displaced workers fromthe public sector to the private sector
t hrough nmeasures such as the provision of bridging funds, training workshops,
counsel ling and access to credit. However, to date, relatively little progress
has been nmade in the area of rationalizing central government costs as they
relate to the adm nistration of outer islands, even though a Local Covernnent
Act was recently passed, supporting the devolution of adm nistrative and
financial responsibilities to the Island Councils. Recognizing the disparities
in the standard of living between the capital, Rarotonga, and the outer islands,
an integral part of this effort will require capacity-building and upgradi ng the
revenue-generation capacity of the local governments. |t should be noted that
t he key recomendati ons of a UNDP-financed public sector reform project (1994)
were incorporated in the Governnment's Reform Agenda

(b) FEinancial and Econom c Managenent. Since June 1996, the Governnent,
after negotiations with its major creditors, has |aunched an action plan to
reduce and reschedule its debt. Appropriate fiscal neasures are al so being
instituted. Government expenditure has been reduced froma deficit budget of
$69 nmillion in 1995/96 to a bal anced budget of $NZ 43 million in 1996/97, with a
proj ected bal anced budget of $NZ 43 million for the next biennium Legislation
has been passed to enforce better financial responsibility, debt managenent and
accountability;

(c) Private sector development. |In the past, an oversized public sector
bol stered by increased debt and overseas budgetary support tended to constrain
the growmth of the private sector and, in particul ar, expansion of the productive
base of the econony. The reformstrategy includes neasures for the inprovenent
of access to |land and capital, divestnment of state-owned enterprises, and
i nprovenent of the policy and regulatory environment for overseas and | oca
i nvest ors;
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(d) Devel opnent of the productive sectors. The Cook Islands has
significant potential in three sectors: tourism agriculture and marine
resources. The reformstrategy sought to identify and renove critica
constraints to the expansion of private-sector activities in these areas. Anmbng
t he nmeasures being inplenented are better marketing practices, investnent
promotion, provision of basic infrastructure, inproved access to credit, and
renoval of price-distorting policies. The strategy al so recognizes that the
outer islands have a significant contribution to nake to econom c recovery. The
Sout hern and Northern G oups are capabl e of generating significantly greater
incone, as long as basic infrastructure is maintained. Consistent with the new
Local CGovernnent Act, outer island devel opnment will involve greater decision-
nmaki ng and participation of the nenbers of the community;

(e) Sustainability and equity issues. Because of its significant inpact
on the econony, the reform agenda is being undertaken with the w dest possible
| evel of community consultation, ensuring that the nost vul nerable and
di sadvant aged groups are protected and enpowered. These groups not only include
di spl aced public servants but residents of outer islands as well. Every effort
is also being nmade to ensure that the country's natural resources and cultura
heritage are reasonably protected.

6. VWhile there is not a high rate of poverty in the Cook Islands, the
downsi zi ng of the public sector has created a degree of vulnerability and

i nequality that has not been experienced before, as a result of the reduced
nunber of paid jobs both in the Governnment and in the private sector and because
of a lack of versatility in job skills. Many fanmlies have experienced
hardship, and there is increasing pressure on the subsistence sector, which has
been negl ected over the years. Wth free access to New Zeal and and Australi a,
mgration renains an attractive option for many Cook |slanders. A household

i ncone and expenditure survey is expected to provide an indicator on the degree
of emerging vulnerability and inequality in the country for wonmen, nen and
children.

7. Al t hough wonen are well-integrated into all aspects of Cook I|sland society,
the Governnent is committed to ensuring that they are integrated into econonic
activities as well as into reform programes, through the provision of equa
access to social and economic opportunities for advancenent. Wonen's groups are
active in Rarotonga and in all the outer islands. According to a survey by AsDB
there are fewer wonen than men enployed in the formal sector, with wonen
representing 37 per cent of the paid work force. |In the public sector, wonen
actually had slightly higher average wages than those of men. Wnen were al so
the driving force behind the subsistence sector (outnunbering nmen five to one),
supporting hone gardening, tending of livestock, and engaging in subsistence
fishing. The upcom ng UNDP-funded househol d i ncome and expenditure survey wl |
gauge the contribution of wonmen in econonic activities within both the fornal
and i nformal sectors, neasuring, anong other things, changes in famly
structure, |abour activity and consunption patterns. Under the auspices of

devel opnent assistance fromthe Government of New Zeal and, capacity-buil ding
activities to establish mechani sns that pronote the advancenent of wonen are
being carried out in the Wonen's Division of the Department of Internal Affairs.
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1. RESULTS AND LESSONS OF PAST COOPERATI ON
General overview of external assistance
8. O ficial devel opnment assistance in general, primarily aid fromthe

Governent of New Zeal and, has done nuch to advance the goal s and objectives of
t he Government and peopl e of the Cook Islands, particularly in the area of hunan
devel opnent. The preference of the Government and donors for channelling aid to
soci al services over the last 10 years has been particularly fortuitous for the
SHD agenda. At the sane tinme, the bias in favour of consunption has been
allowed to develop to the extent that very little aid supported investnent and
producti on. Consequently, economc activities and living standards in recent
years increasingly have conme to depend on unsustai nabl e foundati ons of debt and
publ i ¢ spending.

9. From an SHD perspective, the greatest challenge at present is to ensure
that the inevitable drop in living standards is arrested before it triggers

em gration and further capital flight, as people and investors |ose confidence.
The Governnent now recognizes that it is critical to redirect the role of aid to
create a platformon which to build a nore sustainable formof econom c and
human devel opment. Wthout aid to provide alternative enpl oynent and |ivelihood
options, the Governnent fears that people will |ose hope and mgrate to New

Zeal and.

The role and contribution of UNDP

10. The third country programme for the Cook Islands, which covered the period
1992- 1996, focused primarily on three main areas of cooperation, nanely:

(a) tourismdevel opment; (b) outer island devel opment; and (c) public sector
reform Assistance for tourismdevel opnent was provided in the formof advisory
personnel and training equipnment for the Hospitality and Tourism Training
Center. Assistance provided to the outer islands concentrated on the

i mprovenent and upgrading of the electricity supply, as well as tourismrel ated
training. In the area of public sector reform UNDP provided assistance in the
early stages of the restructuring of the Governnent's planning, financial and
economnm ¢ nmanagenent departments, a process which is now being continued with
assi stance from AsDB and the Governnent of New Zeal and under the Reform Agenda.
Support was al so provided in two areas outside of the main country progranmme

t hrough the Special Programme Resource-funded fire prevention and nitigation
project and the human resource devel opnent project, an unbrella project covering
United Nations Volunteers (UNV) assistance to various governnment departnents.
The Cook Islands has al so benefited from UNDP regi onal programes and projects
in such areas as di saster nmamnagenent, public sector reform biodiversity
conservation, environnmental managenment, agriculture and fisheries. The

conbi nati on of progranmes, projects and forns of support represented an
appropriate response to the Cook |slands' devel opnent priorities. Moreover
UNDP- supported projects continue to be closely aligned with and very nuch
anchored in national priorities.

11. At the md-termreview of the third country programme in 1995, it was
agreed that the slight shift in governnent policy towards outer island
devel opnent, public sector reform and human resource devel opnent reaffirned the

l...
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rel evance of the UNDP focus areas. As a result of the review, it was broadly
agreed, however, to focus UNDP support nore narrowly, on enploynent creation
through the training for the tourismsector project, and on assistance to

di sadvant aged groups of people on the outer islands through the outer islands
devel opnent project. The participants in the review also re-affirnmed their
support for the public sector reform progranme.

12. It was agreed at the review that the lack of an effective counterpart
system continued to be a problem and was one of the causes of failure to nmake
progress in the area of capacity-building. This observation applied in
particular to the poor prospects of Cook Islands trai ned personnel being
appointed in the near future to take over the functions of UNV specialists, who
invariably ended up filling gaps in line mnistries. Because of this |ong-
standing problem it was decided that project design should be nore realistic
and that UNDP resources should only be used in support of high-priority

gover nnment progranmes where effective capacity-building and sustainability could
be assured. Consequently, it was decided that the provision of "gap-filling"
UNV specialists in line positions woul d be phased out by the end of 1996 and the
UNV positions under the human resource devel opnment project woul d not be extended
beyond the end of the ongoing contract period. The Governnment is fully aware of
the problemand has conmtted itself to providing appropriate counterparts for

t he new programe.

13. The participants in the md-termreview al so agreed that past experience
with national execution had been m xed. Wile there had been no najor probl em
wi th nmanagenent and deci sions by the Governnent, reporting had been a problem
It was noted that the extent of responsibility pertaining to the executing agent
had not al ways been sufficiently clearly defined and the governnment personne
had not received any training for the tasks involved. It was therefore agreed
that training and other nmeasures were needed to strengthen the Governnent's
capacity for national execution. Subsequently, assistance under the regiona
programe | ogistical support project as well as attachments in the UNDP office
in Apia by Government staff were inplenented as neasures to strengthen the
Governnent's capacity.

14. Fromthe perspective of SHD, the need to target enploynment creation was
greatly reinforced towards the end of the third country programe, owi ng to job
cutbacks in the public sector. |If alternative enploynment or |ivelihoods are not
found for redundant public servants and school |eavers, deterioration in living
standards and further out-mgration are likely to result.

[11. PROPOSED STRATEGY AND THEMATI C AREAS

15. In the context of the progranme approach, the Governnment's Reform Agenda
provides a coherent framework for governnent and donor interventions.
Commensurate with avail abl e resources, the Governnent of the Cook Islands

desi gnat ed AsDB and the Governnent of New Zeal and to take the lead role in
assisting its effort to fornulate and i npl enent the Reform Agenda, with support
fromthe Government of Australia and UNDP. A direct contribution of
approximately $NZ 7 million per year had been a feature of New Zeal and officia
devel opnent assistance to the Cook Islands until fiscal year 1995/96. For the

l...
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fiscal year 1996/97, at the request of the Cook Islands, the direct cash
contribution converted to project assistance to help reduce the size of the
civil service. An additional anount of approximately $NZ 12 mllion was
approved to support other conponents of the reform programe during 1996/ 97
The contribution of AsDB is estimated to be around $US 5 nillion

16. In order to prombte SHD through programmes in direct support of the
Governnent's priorities, the main elenments of the overall strategy for the first
CCF are: (a) to concentrate resources in fewer high-priority areas; and (b) to
focus on capacity-building in support of SHD. Gven the relevance of the outer
i sland devol ution programme to SHD, future capacity-building activities will be
extended to subnational entities. Geater use will be nade of the technica
cooperati on anong devel opi ng countries (1 CDC) nodality, and the UNV programe
wi Il be made even nore effective by reinforcing the focus on capacity-building
for SHD.

17. Commensurate with avail able resources, only one thematic area has been
identified for UNDP support, nanely, the area of governance. Based on a series
of extensive consultations with the Government of the Cook |slands and with

ot her donors, UNDP will directly support the national Reform Agenda through the
public sector reformprogramme. UNDP had earlier played a catalytic role in
public sector reform as manifested in the adoption by the Cook Islands of key
reconmendati ons of a UNDP-financed public sector reform project (1994), which
was | ater picked up for funding by the Governnent of New Zeal and and AsDB.

Under the first CCF, UNDP will conpl ement ongoing efforts to advocate good
governance for the outer islands, through the governnent's devol uti on programe.

Quter 1slands Devol ution Progranme

18. Although sonme ml estones have been achieved in the first 12-nonth period of
t he Reform Agenda, including in the area of public sector reform relatively
little attention has been devoted to operationalizing public sector reforns as
they relate to outer island adnministration. As a first step in this direction,
the Quter |sland Devolution Programme will focus on the devel opment of the
overall policy framework and the structure of the devolution progranme to each
of the outer islands. In addition, an assessnment will be made of the
operational needs of the programme, including budgetary and financial

requi renents, capacity-building, managenent and accountability systens, human
resour ce devel opnent, and adequacy of the |egal framework. Upon conpletion of
capacity assessnent, it is envisaged that UNDP will also fund sel ected capacity-
buil ding activities, in consultation with the Governnent and other donors, with
priority likely to be given to the managenent of entrepreneurial programes.

The Pacific regi onal governance progranmme is envisaged to play an inportant role
i n backst opping UNDP interventions, through the nobilization of short-term
consultants in key areas to provide options and to assist in the fornmulation of
t he necessary framework for the devol ution programe.

19. The programe is expected to result in:
(a) Draft recommendations presented to the Governnent of the Cook Islands

on: (i) the framework for the devolution progranme; (ii) the structure and
procedures for operationalizing devolution; (iii) the requirenents and steps
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needed to phase out the Mnistry of Quter Island Devel opment in Rarotonga by
1999, and on other measures necessary to reduce central governnment costs as they
relate to the admnistration of outer islands; (iv) capacity-building needs for
t he devol uti on programme. The recommendations on the framework will guide the
Governnment in its decision-making processes and in the ultimte establishnment of
a strategic and policy framework to bring greater coherence to the processes of
devol ution, also facilitating the coordination by the Governnent of the Cook

I sl ands of donor inputs towards outer island devel opment, in the context of the
Ref or m Agenda

(b) Legislation in support of devolution drafted and adopted by the
Governnment will result in the enpowernent of the Quter Island Councils to start
di versi fying and stimulati ng economi c production, which they are currently
unabl e to undert ake;

(c) Increased participation and ownership of outcomes by the |oca
comunity, reinforcing the traditional system of governance;

(d) Strengthened capacity of the Island Councils to manage key aspects of
t he devol uti on programe and processes;

(e) Strengthened capacity for managenent of entrepreneurial programmes by
| ocal entrepreneurs.

20. Under the auspices of aid fromthe Governnent of New Zeal and, funding for
key infrastructure devel opnent for sonme of the outer islands is envisaged in the
area of water, waste managenent, health, education, sustainable energy sources
and envi ronnental managenment, and agricul ture.

V. MANAGEMENT ARRANGEMENTS

Execution and inpl enentation

21. During the third country programe, several projects in the Cook Islands
were executed nationally. The Governnent would like to continue to use the
nati onal execution modality in order to build national capacity in programe
framework formul ation and inplenmentation. Wereas nost governnment departmnents
are in a position to manage projects, national execution involves specific
reporting and accountability requirenents that are different from norma
government procedures. There is a need to provide support through training to
enabl e government officials involved to famliarize thenselves with UNDP
procedures and requirements.

22. United Nations agencies may play inportant inplenmenting and supporting
roles within the franmework of the Governnent's execution responsibilities.
However, the Government expects that, under national execution, the

i mpl ementation role of the United Nations agencies will be mnimzed, in
conparison to their role in technical backstopping. Sonme agencies will either
i mpl ement certain programme conponents or provide technical backstopping to
governnent inplementation. Oher possible support functions include cost-
effective nodalities such as the provision of short-termconsultants instead of

l...
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| ong-term experts, and the use of national capacity where national experts are
avai l abl e, the United Nations Short-Term Advi sory Resources and Transfer of
Know edge through Expatriate Nationals nodalities for Cook |slanders abroad,
national volunteers, and UNV specialists.

Moni tori ng and eval uati on

23. Wth regard to monitoring and evaluation, the United Nations Consultative
Conmittee on Programe and Operational Questions guiding principles for a

nmoni tori ng and eval uati on net hodol ogy for the progranme approach will be
followed, in order to ensure that the nmajor aspects of the progranme approach
are integrated into the first CCF at its initiation. Accountability will be
nmoni tored through three different dinensions: substantive (relevance, inpact
and success); managerial (financial, budgeting, nonitoring); and audit-rel ated.
The programme and projects will be subject to the standard UNDP nonitoring and
revi ew process, including annual tripartite reviews to eval uate progress and
nmake necessary inprovenents in inplenentation. The first CCF will be subject to
a triennial review, at which progress will be eval uated and deci si ons nmade on

t he bal ance of programmabl e resources.

Resource nobilization

24. Resource nobilization targets for the first CCF are provided in the annex.
In addition, Governnent cost-sharing, third-party cost-sharing, and resources
from ot her UNDP-managed funds (e.g., the @ obal Environnment Facility, the United
Nat i ons Devel opnent Fund for Wnen, UNV and TCDC) will be sought.
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Annex

RESOURCE MOBI LI ZATI ON TARGET TABLE FOR THE COCOK | SLANDS (1998-2002)

(I'n thousands of United States dollars)

Sour ce Anount Comment s

UNDP CORE FUNDS

Esti mated carry-over 12

TRAC 1.1.1 217 Assigned i medi ately to

country.

TRAC 1.1.2 Oto Thi s range of percentages is
66.7 per cent |presented for initial planning
of TRAC 1.1.1 |purposes only. The actual

assignnent will depend on the
availability of high-quality
programmes. Any increase in

t he range of percentages woul d
al so be subject to availability
of resources.

SPPD/ STS 60

Subt ot al 2892

NON- CORE FUNDS

Gover nnent cost-sharing 100

Sust ai nabl e devel opnent funds 150 A obal Environnment Facility

Third-party cost-sharing 200

Funds, trust funds and ot her 235

of whi ch:
Poverty Strategy Initiative 115
Partners in Devel opnent
Pr ogr amme 20
Uni ted Nations Vol unteers 100
Subt ot al 685
GRAND TOTAL 9742

@ Not inclusive of TRAC 1.1.2, which is allocated regionally for subsequent country

appl i cation.

Abbr evi ati ons:

for technical services;

SPPD = support for policy and progranme devel opnent;

STS = support

and TRAC = target for resource assignnment fromthe core.



