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APPROACH AND BACKGROUND FOR EVALUATION

Approach

This evaluation has been prepared and conducted by Donald Crane,
Director of Technical Services, ACDI. It 1s primarily a process
evaluation directed toward determining to what extent project inputs
have been properly applied, whether satisfactory progress has been
achieved toward project objectives and toward identifying any
required corrective actions to meet end of project expectations. In
addition, the evaluator has consrxdered the guestion whether
additional foreign assistance 1s required. Such an evaluation by
ACDI is required annually by the terms of the grant.

Mr. Crane was the individual from ACDI who first investigated
the need for assistance to the Tonga Cooperative Federation and who
prepared the original grant proposal for consideration by AID. As
Project Officer for the Asia/Pacific region he was responsible for
overseeing project imlementation until November 1983. Since that
time he has served ACDI as Director of Technical Services and has had
no direct responsibility for the project. Previous evaluations have
been conducted for ACDI by outside consultants hired specially for
the purpose, but on this occassion it was felt necessary to conduct
the evaluation in—- house because it has been nearly four years since
anyone on staff has ade an in—depth review of the project and since
only about one vyear remains for achieving end of project
expectations. Furthermore, if ACDI is to be involved 1in any
follow-on activities such a staff review will be of considerable

importance.

The evaluation methodology emplcyed herein is that recommended
by SPRDO which considers each of the sections of the grant proposal
to determine whether information set forth therein remains relevant
and to what extent envisioned actions have been carried out, to what
degree objectives have been achieved, and what adjustments are
required to update the basic grant document. The opinions and
findinga contained herein are thoase of the evaluator, but he hasas
attempted to interview as many people with knowledge of the project
as time and circumstances would 3llow. A complete list of persons
interviewed is contained at Appendix 1.

The evaluator visited Vava’u and Ha’apai to observe branch
operations in those outer island groups as well as the headquarters
and operations in Tongatapu. He was fortunate to have the
opportunity to sit in on a regularly scheduled management committee
meeting in Tongatapu as well as special regional subcommittee
meetings in Vava‘’u and Ha’apai in addition to the personal interviews
conducted.
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Background

ACDI’s 1nvolvement was 1initiated in June 1980 by a letter from
Mr. R. Greenslade, cooperative registrar for the Kingdom of Tonga.
He briefly outlined the serious difficulties of the Tonga Cooperative
Federation (TCF) and asked ACDI for help. ACDI received the letter
in late 1980, and began discuvaesions and planning leading to the satart
of a project in Tonga. On January 28, 1882, John Kreag arrived to
begqin a two-year assignment as Seretary/Manager of the federation.

This evaluator visited Tenga on behalf of ACDI from COctober 21
to November 4, 1980, to study the TCF situation and prepare a report.
Mr. S. Whittaker of Britain’s CLEAR Unit (Cooperative Liaison,
Education and Research), examined TCF’s financial records and
managema@nt problems and presented a detailed report i1n July 1980.

Bruce Gervan from Volunteer Development Corps (now Volunteers in
Overseas Cooperative Assistance, VOCA> conducted a preliminary
evaluation of TCF and submitted a report in May 1981. These three
reports form the basis for the 1nitial OPG proposal and the ensuing
program.

Process evaluations were conducted by Bruce Gervan (VOCA
congultant?) 1n February 1983 and by Job Savage (ACDI consultant) in
February 1984. A proposal to revise and extend the project to

January 1986 was submitted to AID and implemented by amendment to the
grant in August 1984,

Ray Lewis and Howard Johnson, both VOCA volunteers, have
produced gapecial reporta on fish marketing and vanilla marketing,

respectively.
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The Tonga Cooperative Federation has 3just completed a very
successful business year with sales of TS 3.7 million and net income
of T$ 147,000. The major component of this business has been 1n
consumer goods wholesaling and the channels, structures, and
procedures for this activity have now been well established. The
vanilla and fish marketing aspects of the business are less well

developed.

Though some vanilla production has occurred much longer, serious
production and marketing has begun only within the last 10 years or
50. The 1ndustry 15 still 1n a developmental stage and marketing
channels are unsettled. Cooperatives have played a major part in the
development of the industry and American buyers have been the
predominant buyers. Recently, however, serious competition for
vanilla beans has arisen from the GOT owned and operated Commodities
Marketing Board and a handful of sole proprietors. These competitors
generally market to non—-American buyers, principally 1n Australia or
New Zealand. TCF's competitive position has been damaged because 1n
1984 the beans offered for sale by cooperatives were of inferior
quality, containing high moisture and low vanillin with considerable
molding. This year, a GOT program of gquality assurance should help
to avoia the problems of last year, but i1t 1s i1mpossible to say at
this point how much lasting damage has been done to TCF’s 1mage as a
marketer of vanilla, neither with respect to purchasers or producers.
What we can say 1s that, for the first time, producers believe that
they could have received more money for their crop by marketing other
than through their cooperative.

Domestic fish marketing 1s a brand new 1ndustry for which
virtually no market channels have been established. Work which the
TCF has bequn 1n this area combined with promotional projects by GOT
backed by ADB and Japanese Dbilateral aid 1s very exciting from a
development point of view. GOT is building small fishing boats which
it distributes at subsidized prices 1in hopes of establishing an
artisanal fishing i1ndustry. Fishermen selected for the program must
undergo a six-month training program in fishing and boating technique
and business management. Upon successiul completion of the course
they become captain of their boat which they pay for from a portion
of the proceeds of their catch. In addition to the captain, 3 to 5
cCrew members are able to draw a3 comfortable living from the catch.
TCF 1s playing a crucial role in this development effort by providing
a ready market for the fish at a fair price. TCF freezes the fish
and transports them to Tongatapu where fish are 1n short supply.
There they are a cheap and relatively attractive alternative source
of protein to the canned fish, corned beef and fatty mutton flaps
which are the standard fare of the Tongan diet. Unfortunately, some
other GOT programs are having the effect of destabilizing the market
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price of fish and thus cast a shadow on the effort toc establish the
artisznal fieet. Also GOT indecision o©on whether to continue
arrangements providing tfreezing and handling eguipment to TCF leaves
in doubt whether the crucial marketing component of the industry will
continue to operate efficiently.

It appears that the TCF membership will accept a recommendation
of the HManagement Committee to split the Federation 1nto two new
organizations. Une part would keep the TCEF name and continue to
operate the wholesale goods business as always. The new organization
would operate the vanilia and fish marketing activities as well as
handicrafts, fisheries supplies and farm produce marketing. The
principal reascn ftor splitting the Federation 18 that management of
such a complex organization has become nearly 1mpossible especially
considering the daily demands of the large wholesale activity which
leaves little time for development of the other activities. Also,
the Management Committee 15 finaing 1t difficult to conduct 1ts
business. There 1s a built-1n conflict between the members who
principally are consumers and those that are producers plus there 1s
a conservative attitude amona the majority faction which represents
consumer societles that risk-taking associated with developing new
industries for fish, vanilla and other agricultural products should
be avoided +for fear of endangering the hard-won success of the
wholesale goods business. The reasoning 1s sound, but there |is
considerable danger that the new organization will be unable to
survive without the financial and managerial support of the
established TCF. Hopefully, AID or some other development assistance
agency wi1ll be able to provide technical support during the formative
period of the new organization.

Within the period of the current grant the evaluator makes two
major recommendations for strenathening vanilla and fish marketing
activities: construction of a central vanilla curing shed to be
operated by TCF in Vava‘’u of approximately 3-ton capacity and
establishment of a retail fish market in Nuku’aleofa. While these are
new activities 1n their particulars. the are clearly within the scope
and purpose of the gra:: and can be achieved with no new resources.

The vanilla curing shed will be useful to allow TCF to gain
direct experience 1n the curing of vanilla and thus become a better
representative of the industry. It will also provide an alternative
marketing channel for cooperative members who have been marketing
outside the cooperative system in order to aget higher initial
payments for vanilla beans or to hedge their bets. It will also
provide TCF with a permanent presence and base of obperations in
Vava‘’u, the major producing area for vanilla, which will be useful
for quality control and as a site for «collecting, grading, and
storing beans prior to marketing.
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The risn market will
fishermen 1n a high traffic
by TCr and thus provide fuil
necessary for a auccessful
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provide an outlet for the artisanal
area of Nuku’alofa fully owned or leased
control of equipment and customer access
buasiness venture but lacking at the

current government market location. This could be a very important
factor n the ultimate success oI the artisanal fishing i1ndustry.
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I. PROBLEN

A significant change has occurred in the nature of the problienm
since 1t was first defined in 1980, Though this change was
acknowledged in the proposal for the Phase II extension of the
current grant, 1t did not receive the attention it deserves, probably
because the full implications of the changed situation were not
completely understood at that time.

At the " .me the project was originally designed, the Tonga
Cooperative Federation (TCF) was deeply in debt in its consumer goods
wholesaling business and did not have sufficient assets to cover.
Arinual sales were down to practically nil from a previous high of
about Ts$350,000. Expectations for sales at the end of two years
given proper refinancing and good management were set at Ts$450,000.
However, due to low marketing margins fixed by law this level of
sales, though never before achieved, was judged barely adeguate to
cover overhead costs including, particularly, salaries necessary to
obtain and hold professicnal management. Thus, the most significant
problem identified was how the TCF might organize 1itself to cover
overhead so 1t could survive to provide its member cgooperatives and
other rural poor with the valuable consumer goods supply services it
had been providing prior to 1its financial difficulties.

Under the circumstances it seemed appropriate for the TCF to
attempt to diversify into other more lucrative activities in order to
spread the overhead costs of top management over a wider base. At
the same time, the Government of Tonga (GOT) was 1nterested 1in
promoting private enterprise involvement in vanilla and domestic fish
marketing. These appeared to offer the potential of making a
significant contribution to overhead and so were included in the
development objectives of the project. However, since both were new
activities 1n Tonga and TCF’s level of participation hinged to a
considerable degree on future GOT decisions, objectives were not
precisely quantified. Nevertheless, these were understood as major
development objectives of the project, of secondary priority after
rejuvination of the basic consumer goods business.

The principal change in underlying assumptions which has
occurred, however, 1s the notion that the consumer goods wholesale
function would never greatly exceed break-even status. As we now
know, sales targets were exceeded by the end of 1982 and sales for
1983 and 1984 exceeded T3%2 million and Ts$3 million, respectively. In
addition, all targets relating to cost of sales efficiency have been

met or exceeded.

# TS (Tongan Pa’anga) = USs O0.71 approximately
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A few of the inrlications of this happy miscalculation are as
follows: /

a. The wholesale business could have prospered on 1ts own
wicthout diversification and, in fact, may have suffered to some
extent from the distraction of top management:

b. Keeping up with the rapid expansion of the business has
required an expansion oi Tongan staff from 3 in 1981 to 30 at the end
of 1984, in turn regquiring a much greater effort in on-the-job

training than 1nitially envisioned;

c. The much larger than expected volume of business and larger
staff to supervise have required more time and effort than initially
expected with the result that development activities 1n vanilla and
fish marketing could rot receive the level of attention thoy miwht
have deserved.

Another 1ssue known at the time of project design but underrated
is the problem of combining consumer and producer oriented
cooperatives and 1ndividuals 1n the same federation. There 1s a
natural vroblem here because consumers are oriented toward low prices
for purchases while producers want high prices for their products.
This was played down because of the wide differences in the products
being handled and because the need for diversification was believed
to outweigh the possible disadvantages. At present, there is some
potential for direct conflict in the marketing of fish, but so far,
the biggest difficulty has been the attitudinal difference among the
types of members. This manifests i1tself primarily in the make-up of
the management committee. As a matter of good organizational
structure, the size of the committee must be limited, but the result
l1s a feeling among vanilla growers and fishermen that their interests
are subserviant to consumer wholesaling and that in total they are
not properly represented. Similarly, members representing consumer
socireties feel that too much time and effort are put into vanilla and
fish marketing regarded as secondary to the main business of the

Federation.

From a management perspective, the organization has become
overly complex as well. The wholesale business is thriving but
regulires constant attention. fMargins are fixed by Government and
demand close monitoring of operational efficiency. For prices to
remain competitive, goods must be constantly in the pipeline to avoid
carrying too much inventory and to avoid the risk of stock on hand
being adversly affected by market price changes. Only fast moving
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stock can be profitable i1n such circumstances and only 1f TCF can
capture the entire avaiiable margin. This latter implies that a
substantial proportion of sale 1tems must Dpe directly 1imported.
Staying on top o©of a3ll this 1s a full time job which allows little
time for developing new enterprises.

it 15 now the judgement of most or the cocoperative Jleaders 1n
Tonga that the 1interests of both the TCF and the vanilla producers
and tishermen would best be served by a split 1n the Federation which
would spin off the producer marketing activities in a new
marketing-oriented federation. Such a proposition will be presented
to the TCF annual general meeting 1i1n July, 1985, and 1s expected to
pass. Working out the detairis and actually implementing the
separation will take =some time, but 1t 1s anticipated that a new
federation devoted to producer marketing will have been established
by January 1, 1986, and that USAID donated capital originally
provided to TCF for the development of activities shifted to the new
federation would be transferred.

Since the wholesaling activities of TCF are well estabiished and
making adequate prorits to cover the costs of professional management
and since TwF hae hired a professicnal Financial Manager with the
additional titie of Secretary/Manager Designate, it seems reasonable
that ACDI withdraw its management support for TCF i1n favor of the new
federation and this 1s the view generally supported by the
Cooperative Department and TCF’s management committee, though final
decisicns on this matter have been derferred un*il the Annual General
Meeting of TCF members has had an opportunity to vote on the general
proposition of the aplit in the TCF.

The major activities of the new federat:ion, fish and vanilla
marketing, are developmental 1n nature, are ri1skKy Dbusiness
opzrations, and at present are operating at a much lower Jlevel of
s3les volume than the consumer goods business. There appears to be
considerable scope for development and expansion in these areas, but
there are considerable obstacles as well.

Fish Marketing

Fish marketing 1n Tonga 1s nearly an 1deal activity from the
point of view of economic and social development because it supports
the development of a budding artisanal fishing industry and provides
a local source of protein waich 1s cheaper and, 1n some cases,
nutritionaily better than traditional imports of canned fish, corned
beef, and fatty mutton flaps. However, making a business of it 1s a

tricky affair.
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The principal domestic market for fish 15 1n Nuku’alofa while
the principal fishing grounds are in the environa of Vava’u, Ha’apai,

and ‘Eua. Distances are dgreat, COmmunicatlons poor, transportation
intermittanc, handling racilities minimal and, for the most part,
gqovernment controlled. There 1s a lack of skilled manpower 1n the

technical aspects of fish handling which are very important to insure
the delivery of a asafe product with minimal spoilage and shrinkage.
Current marxeting facilities 1n Nuku’alofa are government owned,
shared with numerous other marketing activities, crowded and
generally 1nadeguate. Jultable commerciai sites are at a premium in
Nuku’alora, so alternative quarters will not be easy to come by.

Stall, the artisanal fi1shing 1ndustry continues to grow with
conslderable OGUOT support and promotion. This pbrogram 1s providing a
good living for the fishermen 1nvolved and provides the best hope for
development of a dorestlc source of Tilsh. Three Dboat vyards are
producing 20’7, 287, and 377 boats. These boats are sold to
individual tfishermen at a aupsidiced price and with Development Bank
rinancing. Each fisherman selected for the program must undergo a
six~-month training apprenticeship 1n fishing technique and business
practicTe. Crew are paid xn cash or by share of the catch. The bank
locan 1s repaid by deduction of a portion of the value of the catch
atter accounting for expenses. Records 1n Vava’u indicate that,
during the 6-month training per.od, the average @pprentice captain
managed to save T$54,800 on a total value of catch of TS10,000.

An obstacle to further developrent of TCF’s fish market .ng
activity concerns 1ts relations with the Government. The management
committe has refused to approve the portion of TCF’s 3-year plan
dealing with fish marketing unt:l the 1ssue of control of the fish
marketing facilities at Vava’'u 1s settled. Although TCF <currently
has de facto control of the facilities, no prover lease or management
agreement has been workea out. There 1s discussion in Government
clrcles that 1t would be unfair to lease only to a single party, but
that the facilities ought to be open to all that want to use themn.
It 18 the position of TCF, supported by this evaluator, that the
facilities are too cramped to be shared by various parties. One
could not maintain security of the fish, proper operation of the
equipment, good business practices, nor orderly buying of fish. TCF
has been providing a valuable service to the rfishermen of Vava‘u and
wants to continue, but a suitable long-term agreement for operation
of the facilities 1n Vava’u 1s essential.
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Also at 1ssue 1s the price of fish sold by the Government from

the catch of 1ts long-line ship, the Lofa, which 1s well below the
minimum profitable price for the artisanal tleet. The effect 1s that
whenever Lofa tfish are on hand, four or five times each year, TCF
fish are not price competitive and must remain 1n storage until the
Lota ti1sh are gone. At present this 1s not a severe problem because
the artisanal catch 15 well below the market demand, but as the

Government prodram of artisanal boat buislding which 15 to produce 40
new boats over the next two years continues the problem wlll become

more significant. There 1s also talk of GOT acguiring up to four
more commerc:al ships. Should this occur, and each of these ships
occasionally dump cheap rfish on the Nuku’alota market, the result

could be devastating to the infant artisanal fishing industry.

The 1nadequacy ©f tish handling and marketing facilities at the
Government Market 1in Nuku’alofa 18 a continuing problem. The number
of people buying and seiling 1n a congested area makes 1t 1mpossible
to properly control the tish 1nventory. Also, lack of control of the
facilities causes a problem. In one 1nstance, over a public holiday.
a freezer was left without power for several hours and a large

quantity of TCF fish spoiled.

Despite these problems, TCF has been using the Vava’u and
Nuku’alofa facilities to make a start at fish market development and
turned a small profit in 1984, It is now clear that with i1ncreased
volume, the activity can be profitable, barring technical failures
which could produce unacceptable gpollage.

Vanilla Marketing

Up to now TCF’s vanilla marketing prodgram has been operating
within a framework of chaos typical of an emerging industry. Going
back to 1977, production of cured vanilla reached 10 tons of which S
tons were produced by l2 cooperative socleties. In 13875, nowever,
the i1ndustry nearly collapsed. Since then it has been steadily
recovering and expandlng due to a rejuvinatlion progran instituted by
GOT with assistance from the Asian Development Bank. Today there are

about 50 vanilla curing sheds,. in all, of which 14 are operated Dby
primary cooperative gocletles. Iin 1977, cooperative societies’
market share was about 50% compared to 33% 1in 1983 and 1984,
Production by cooperatives reached only 3 tons and 4 tons,
respectively, in 1983 and 1984 , thus not vyet returning to 1977
production levels. At the same time, aided by an ADB assisted GOT
promotional program, industry total production has reached 12 tons 1n
1984, an excess of two tons above the previous record year of 1977.

This suggests that coopcratives have not participated proportionately
in the rejuvination program with implications for future nmarket share
as the expansion continues. It 1s estimated that about 60% of the
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vanilla 15 produced by cooperative members, but that they have been
induced to market outside the cooperative system to some extent,
primarily by competitors offering . one time payment for dreen beans
above the cooperatives first payment rate. This can be attractive to
farmers who need 1mmediate cash.

In addition to the Commodities Marketing Board and TCF there are
two large private curing operations and several smaller ones. Each
organization has 1ts own pricing stricture and export clients. Thus,
competition for green beans 1s heating up. Provided the competition
is fair, 1t 1s probably 1n the best i1nterest of the economy as a
whole, However, from the point of view of the Federation 1t is a

problem to be dealt with.

There are about 50 vanilla curing sheds in Tonga of which 14 are

operated by cooperative societies. However, the cooperatives produce
upwards of 50% of the total crop. TCF has been marketing only
cooperatively produced vanilla, and nas handled the majoraty of the

crop produced by that sector.

TCF suffered a major setback in its wvanilla marketing program

with the 15984 crop. Vanilla beans purchased by the Federation as
grade-A beans had not been properly cured and subsequently developed
mold problenms. Consequently, two-thirds of the crop was initially
rejected and had to be sold 2t discount. This produced an apparent
loss of about T£10,000, but after foreign exchange adjustments
obtained 1n 1985 the tinal net position 1s expected to be a gain of
about Ts11,000. Sti1l1l, the perception of the vanilla societies is
that they have received a lower final price than others delivering to
the Commodities Board or private buyers. They do not appear willing

to relate this to the fact that they have produced inferior guality
vanilla.

In the past, TCF has arranged loans for the primary societies to
purchase green beans from their members for curing. In return it has
required a society receiving such a loan to sell the cured vanilla
exclusively o TCF. In 1985, terms have been changed to require
societies . offer the beans first to TCF, but TCF 1is not under
obligation to buy nor the societies to sell, 1f they can get a better
price elsewhere. The Secretary/Manager of TCF will personally
inspect all of the vanilla before purchase this year and expects to
procure considerably less than 1n past years due to higher quality
standards necessary to get top price in the export market. As an
offset to this rather gloomy outlook, there i1s considerable opinion
that a government sponsored quality assurance campaign 1is having
effect and that the overall gquality of the Tongan crop will be much
better this year.
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Thus, a poor 1ncome vyvear w:i:ll be followed by a inecessary but not
necessarilly popular qualiity assurance program that will result in the
rejection of, at least some, cooperatively produced vanilla by the
TCF. At about the same time, these same societies will be asked to
throw their support to and join a new federation for their benefit.
Due to the requirement of loan financing, they will likely do so, but
1t would be unrealistic to think that the process wiil be simple or
sweet. Still, the scenario outlined above 1s probably in the long
run best 1nterests of the cooperative vanilla sector.

Another 1ssue 1n vanilla curing and marketaing 1s whether the
present structure ot 149 small cooperative curing sheds 1is
appropriate, or whether one or a few larger sheds would do the jcb
more etfficiently. The most signitficant factor in favor of reducing
the number of curing sheds 1s the i1ncreased ability to monitor and
control qualaity in both agareen bean grading and curing. A second
advantage would be the possibility of introducing driers and other
m=chanized curing equipment at an efricient scale. McCormick &
Comnnany, Baltimore, Maryland, has developed a fully mechanized
proc s8s which reportedly can produce high quality cured vanilla in
four +2eks which 18 a third of the time required for traditional
curing methods. The biggest negative to consolidation of curing
facilit. »s 18 the need for established cooperative sgsocieties +to
relingui. h their m&.n activity, the curing of vanilla beans, to the
new feder tion and to abandon their current investment in small
curing sheds.

There i1is also some philosophical opposition, particularly from
MAFF, to nsolidation of curing facilities based on the notion that
curing oug! . to be a amall holder’s operation to provide useful work
throughout the countrysaide. For the small-shed model to be 1in the
best inter+«-st of vanilla growers, however, requires striaict quality
standards e maintained which 1n turn requires higher recurring
expenses 1,0 inspection and procurement. Even with the stricter
SuUpervisilol. the smail-shed nmodel will likely produce a higher

percentage of i1nferior beans due to lack of sophisticated control and
highly skilled curing technicians.

A compromise position favored by some in MAFF makes a great deal
of sense. In this case, TCF or 1ts successor would construct a
single large shed on about a three—-*ton scale. This would allow the
Federation to compete for roughly halfi the cooperative members’
vanilla on a single price basis while continulng agsistance to
primary societies who wish to cure their own. O0Of course, any surplus
earned by the Federation on vanilla curing would be returned to the
members as patronage refunds 1n accordance with cooperative law.
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The .3tter approach would provide TCF with a vehicle to become
more 1i1nvolved 1n the vanilla i1ndustry gaining direct knowledge and
experience 1n vanilla curing which would be of considerable value 1in
establishing the TCF as a legitimate leader 1n the vanilla 1ndustry.
The faciiity would also provide TCF with a base of operations 1n
Vava’u useful as a site tor collection, grading and storage of cured
beans and alsoc useful as a continuous presence for the sake of
maintailning relationships between the Federation and the primary
socleties. Most 1mportantly, however, 1t would provide cooperative
members wi1ith two ways to market their vanilla as a hedging strategy
without selling cutside the cooperative sector.

Previously, a structural problem for vanilla marketing was that
vanilla quality 1inspection and 1ssuance of vanilla export licenses
were functions of the Commodities Marketing Board which 1is also 1in

the wvanilla curing and export business and, consequently, a
competitor of the Federation. This has caused no significant
problem, but the potential for conflict 1s obvious. However, this
year inrpections and grading will be conducted by MAFF which TCF
regards as a more appropriate authority. The Commodities Board,
however, remains the authority for 1ssuance of wvanilla export
licenses. There has never been any guestion of TCF’s eligibility for

for such a license, but the potential for conflict remains.

Problems of the New Federation

Deaspite the many good reasons for saplitting the Federation,
there are considerable problems facing the new federation. In the
first place, the activities of the new federation, fish marketing,
vanilla marketing, and handicraft marketing, are all fairly recent

activities producing only marginal profits. While there 1s
considerable scope for expansion of volune, one bad year could bring
the whole thing down. This 1s of course one reason the wholesale

interests are 1n ravor of splitting the rederation.

Secondly, 1t will be necessary for the new federation to
maintain two majlor branch offices because the principal procurement
activities are 1i1n Vava’u while the principal sales activities,

including overseas marketing, are in Nuku’alofa. This means that two
new top-level management pecple must be hired and trained within the
term of the existing grant. Given the track record in this regard,

this cannot be considered a trivial matter.

Finally, 1in order to leave the new federation with a solid base
of operations at the end of the grant requires a great deal of

conaetructinn eanninment Nnracnromond ArAans >at+ iMAnal whArle e+ afF
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development, and a great deal of promotional work with both producers
and customers. This will stretch existing management and advisory

capacity very thain.

In view of the above, this evaluator has two recommendations.
In the short run, 1t would be advisable to have a consultant assist
with Vava’u branch operations beginning in January, 1986. This
consultant would help establish the Vava’u branch office and work as
counterpart to the Vava’u branch mnanager. He wou!d oversee the
construction of the central wvanilla curing shed and begin to work
with cooperacive vanilla producers. both to help improve the quality
of wvanilla curing by cooperative societies and to begin promotion of
the services of the new federation’s curing shed. He would also work
on improving efficiency and quality of fish handling and promote
cnoperative membership among the fishermen.

In the longer run, ACDI and AID should give considerable thought
to the possibility of a follow-on project of assistance to the new

federation. Only 1f things go absolutely as well as possible will
the new federation be prepared to stand on its own feet by the end of
the current project. This supposes that fully qualified

top—-management people can be found whose only training needs concern
the operating specifics of the new federation.

Cooperative Membershinp

A separate problen, coneidered from —he beginning, is the need

for expanding membership participation in primary cooperative
societies. OSuch expansion might consist of either establishing new
cooperatives or increasing membership in existing cooperatives. To

date, little progress has been made in either direction.

Existing cooperatives have been loathe to expanding membership.
They are often organized along «¢lan lines or among a particular
religious group, thus creating barriers to others. Another barrier
has only recently been fully appreciated. The successful cooperative
societies have accumulated wundifferentiated, unallocated capital
under existing cooperative pulicies aimed at forcing cooperative
savings. The effect, however, has been to predjudice against new
membership which would share equally in accumulated capital with
existing members. New policies are now being considered which would
permit allocation of accumulated capital to existing members. If
enacted, such policies can be expectied to encourage expansion of
existing cooperatives. This evaluator believes that workinga out a
mechanism for allocating capital to existing members such as issuing
capital shares rzdeemable in 1ive vyears time accompanied by an
aggressive campaign to increase membership 1s necessary to broaden
the cooperative sector base.
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Until recently, it was cooperative policy 1n Tonga co limit
cooperative registration to a single cooperative 1a each village.
This has had the effect of limiting new cooperative formation.
Though the policy has since changed, 1t has been little publicized or

promoted thus far. However, conditions for 1ncreased participation
seem to be taking shape under the new Registrar and, 1f the two
policy 1ssues discussed above are vigorously pursued, 1t 15 not

unreasonable to expecht a new dynamism 1n the cooperative sector,.
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ITa. WORK TO DATE

For the most part, quantification of work to date will be given
in Section V, Time Frames, where a comparison of results to targets
i1s more natural. However, in this section progress toward goals will
be discussed in a more general narrative form of appraisal and the
flow of discussion follows the order in which i1ssues are raised in
the Goals section of the Phase II proposal.

Consumer Goods Wholesaling

TCF’s wholesaling busineass continuea to grow and proasper and has
reached a stage of development at which it can afford to pay for
professional management from sales revenue. It was a gtated
objective of the Phase II program to “phase out all direct management
and financial support for this (wholesalingl activity, leaving a
strong management team capable of sustaining a large and profitable
wholesaling business.'" Only the administrative details of how best
to achieve the objective remain because TCF has an appropriate
organizational structure, functional operating procedures, a solid
capital Dbase, good supplier relations, available banking and loan
facilities, and a profit position capable of supporting the
professional staff required to properly manage the business. These
are the ingredients that were missing at the time of project
initiation. They do not insure continued success, but they are the
necessary conditions for it and, as sucb, constitute fulfillment of
the initial objective of the project with respect to the wholesaling

activity.

It was envisioned that a microcomputer system for sales and

inventory control would be installed. Background work surveying
available equipment and potential suppliers was completed some time
ago, but no further steps have been taken. The complexity of

computerizing the sales points has become more apparent while manual
systems have been improved, thus decreasing the need for complete
point—-of-sale computerization. Still, there are aspects of the
business that could benefit to a considerable extent from
computerization, noteably overseas order control, inventory
management, and general ledger. The empasis would be on obtaining
more, better, and guicker information which 1is «c¢ritical to an
importing business that relies on the availability of the right goods
at the right time. In addition, more empasis should be placed on
quality training and specialized software and less on equipment than
initially envisioned. Ultimately, a better result will be achieved
by narrowing the scope of the systen, starting with simpler
equipment, and concentrating enough expert programming and training
assistance on the effort to make it work well. Expansion to nore
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complicated ayatema in the future will be much simpler and more
natural if taken from a simple but well understood base system.

Much has been done to improve wholesaling operations through
development of display, sales and warehousing methods. Shelving and
display racks have been installed in the wholesale store making it
easier for cutomera to see what 1is being offered for sale and
facilitating traffic through the store to service a higher customer
volume. The manual check-out system which has been developed seems
cumbersome to outside observers as it involves writing of an 1invoice
Ly one clerk, checking of the i1invoice and acceptance of cash by a
cashier, and finally matching of the invoice to the goods at the door
by another clerk. Still, it se2ems to be working well under Tongan
conditions. The major unfinished bit of business in this area 1is
adegquate handling of frozen goods. Walk-in freezers were recognized
as a need going back to the Phase I project, but no suitable space
has ever been 1i1dentified. This need is tied to the general need for
more space for the wholesale business, but 1f a new location can not
be obtained fairly asoon, it would make asense to settle for a less
than optimal =site for the freezergs because their lack is holding up
growth of the business. Once the freezers have been installed, it
has been suggested that TCF promote the sale of its frozen goods by
providing freezer chests to primary societies at concessional
purchase terms.

Another problem that has been holding up procurement of freezers
is lack of technical expertise on the part of TCF management and fear
of buying inappropriate equipment. A refrigeration consultant would
be useful to review the needs and draw up specifications for
procurement.

Development of extension activities for primary societies is an
area that has not received much attention primarily due to the
overwhelming demand on the Secretary/Manager’s time from the daily
routine of operating the federation. However, the need is still as
important as ever, 50 some way must be found to address this need.
It may be necessary to use some of the consulting or training
resources available to the project to get at this issue.

As noted in the problem section, sgeparation of the Federation’s
wholesaling business from its market development activities through
the creation of a new federation dedicated to producer cooperatives
is moving forward apace. If all goes as expected it should be in
operation by January, 1986.

Congstruction of a warehouse extension to the existing facilities
in Vava’u using bank facilities is still under consideration.
Ajoining land is available. At the same time, a search is under way
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for a suitable warehouse to lease as this may prove to be more cost
efficient.

Construction or purchase of adequate warehousing, sales, and
office facilities on Tongatapu is still in the investigation stage.
Office space currently occupied by the New Zealand High Commission
near the current TCF office located in the Tungi Arcade will soon

come available and may be taken by TCF. However, sales and warehouse
facilities are proving harder to come by. There 1i1s a site search
subcommittee actively working on the problemnm. Discuasions on

existing facilities have not led to agreement and the few available
sites for construction are either not good locations or have certain
entangling problems. It seema likely, though, that some suitable
resolution will be reached within the vyear.

Handicrafts

No significant export channel has as yet been developed. One
major sale in Fiji has not led to significant follow-on business.
Some items were sold in Hawaii on a trial basis to develop 1interest,
but this, too, has led to no significant orders. There are some
intermittant purchasers in New Z2ealand, but so far the volume is low.
@uality has been kept high, but so have prices. This has probably
depressed the local market to some extent while the quality market
has not yet been fully exploited. Sales targets for 1984 were not
met, though sales were up from 1983. If suitable space were
srailable, management would like to add a coffee sheop and handicrafts
demonstration area to the store in order to encourage shoppers to
stay longer. In the mean time, new display shelves and cabinets are
being installed to reduce clutter and facilitate shopper traffic.

Fish Marketing

As discussed in Section 1, the artisanal fishing industry
continues to grow witn considerable GOT support and promotion.
However, the issue of control of the fish marketing facilities at
Vava’u remains. TCF has had de facto control of the facilities and

has managed to keep them in good working order so far.

No proper lease or management agreement has as yet been worked
out. At present, it is doubtful that TCF could afford to bear the
full cost of the equipment at the facility because it 1is not
currently fully wutilized. This is especially true with respect to
the blast freezers. Some of the holding space is being used for
storage of mutton flaps and other {frozen goods instead of fish.
However, this situation is rapidly improving as catches continue to
increase and by the end of the current grant, the equipment should be
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heavily used for the purpose intended and the volume of fish should
be adequate to cover the cost of the facility.

It has been suggested that more efficient use of the facility
would be encouraged by granting access to it to several additional
parties. In this evaluator’s opinion that is not a correct view. In
the first place, TCF has been acquiring virtually all the fish
available for market as frozen product. Thus, providing others with
access to the freezers will not increase their use for the intended
purpose. Only increasing the total catch will accomplish this and
the program which will bring in the increased volume of fish 1is
already in full swing.

Secondly, although sume of the freezer space is currently under-
utilized, the wcrk space, at the time the fishing bcats are in port,
is fully wutilized and is inadequate to be simultaneously shared by
various parties. 0One could nct maintain security of the fish, proper
operation of the equipment, good business practices, nor orderly
buying of fish. While it may seem a reasonable proposition, in
theory, to permit sharing of the facilities, it 1is simplv not
practical.

TCF’s fish marketing activity, based largely on the purchase of
fish in Vava’u and sale in Nuku’alofa, showed a small profit of about
T$1,000 for 1984. For the first five months of 1985, fish volume has
been about double that of the same period the year before and the
activity is showing a profit of about T$3,000 to date. Appendix 2
shows the volume of fish handled by TCF at Vava’u for the period

March, 1984, to May, 1985,

At present in Vava‘’u there is a fiashermen’s cooperative society
with 1S members, but of these only 4 are actively fishing and only
one 1s landing catches <comparable to the more active newer fishermen.
The bulk of fish marketed by TCF is coming from 9 boats in the
28’ /32’ class. Kingdomwide, Tonga expects to produce 40 new boats in
the next two years. O0Of these, two are already scheduled to be put
into production in Vava‘’u yet this year and about half of the reat
are expected to be operated from Vava‘’u. Each ~f these boats is
conservatively estimated to land 11 tons of fish per year. Thus, it
is not unreasonable to expect catches to double in 1986 and to come
close to doubling again in 1987. Provided the fishermen continue to
find a well organized market for their fish at a feir price, such as
TCF has been providing, this looks 1like the beginning of a
substantial domestic industry that will provide gainful employment to
more than 200 commercial fishermen and a domestic source of protein
badly needed for both dietary and balance of payments reasons.
However, efficient marketing is the key.



EVALUATION REPORT July 15, 1985
TONGA COOPERATIVE FEDERATION PROJECT

SECTION 2a: WORK TO DATE Page 15

The Federation plana to take gstepa to get the fishermen not
currently members of a cooperative to join. At present the
nonmembers are receiving valuable services in marketing and fishing
supplies but are not eligible for patronage refunds which this year
could amount to as much as S cents per Kilogranm.

In addition to the domestic market, TCF has been experimenting
with export of specialty items. Initial sales of lobster tails in
Hawaii produced a profit of about 1,000 and this activity appears to
have considerable scope for expansion. Other specialty items which
will be considered include dried octopus and fresh tuna for the sushi
market 1in Hawaii. TCF has also been experimenting with packaging
choice fish filets for the Nuku’alofa market to gain experience which
might lead to export potential. However, the domestic market remains
the principal target and the potential demand far exceeds current

supply.

Fishing supplies outlets have been established in Vava’u,
Ha’apai, and Tongatapu and are doing a reasonably brisk business. It
is too early to say whether it is a profitable venture, but it seems
a necesgsary adjunct to the fish marketing business.

No significant fish marketing operation has been established in
"Eua, as envisioned, due to technical problems. Chief among these is
the inadequacy of the harbor there. There are GOT plans to improve
the harbor and it now seems prudent to wait until this has been done
before embarking on any major development activity. However, a
acaled down version is possible and wanted. One of the new 28’ boats
will be commissioned 1in “"Eua this year and existing fishermen who
currently waste time and fuel marketing their own fish in Nuku’alofa
would benefit from marketing services at an appropriate scale.

So far, there has been no problem selling all the available fish
in Nukualofa with the exception of one temporary glut in skipjack

tuna, a nonpreferred variety in Tonga. This situation is expected to
hold for one or two more years, but after that it will be necessary
to diatribute the fiah more widely. Now is the time to begin

planning for that day.

Dried or amoked fish and octopus have been mentioned as possible
new products to market. So far, TCF has done little work along these
lines and there is no significant production elsewhere. It 1is
unknown whether a local market can be cultivated for these products,
but the possibility is attractive because once processed they can be
handled withcut need for refrigeration and so can easily enter the
village distribution systen.
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The Phase II proposal identified declining quality standards as
a major problem facing the wvanilla marketing activity of TCF.
Considering the results of the 1984 crop of which two-thirds was

rejected for poor quality, this was guite prophetic. The specific
remedy suggested in the Phase II proposal was to create two large
curing sheds to be operated by TCF. This would provide greater

control over green bean purchases and curing operations.

The first step was taken in this regard when Howard Johnson was
recruited throujh Volunteers in Overseas Cooperative Assistance
(VOCA) to analyze the situation. His report, finalized in April
1985, recommended going forward with centralized curing and, in
particular, to introduce a mechanized curing process developed and
owned by McCormick & Co. Use of the McCormick process would be
accompanied by an exclusive marketing agreement. For the 1985 crop
it was too late to obtain the equipment.

An alternative suggestion, given the unavailbility of +the
mechanized process, was to lease or construct a large conventional
curing shed which could be operated conventionally in the current
year and later retrofitted with the mechanized curing equipment.
This was not done. Rather, contracts with primary societies were
revised so that TCF would not be committed to market soncieties beans,

if they are not of top quality.

If the concepts put forward in the Phase II proposal and the
Johnson report are to be accomplished in the term of the existing

grant, steps to implement them must be taken right away. However,
this evaluator recommends caution. So far, all of the analysis
appears to have been done from the point of view of TCF as an entity
unto itself, which it is not. TCF in its vanilla operations is a

federation of primary societies whose members are vanilla farmers.
Unless it can be demonstrated 1in terms of dollars and cents and
degree of risk that individual farmers will be better off with
centralized curing, it would be both improper and ill-advised for TCF
to make heavy committments in this regard. Also, it is not enough to
just do an analysis. The farmers must participate in the analysis
and the ultimate decision, if they are expected to believe in it.

A compromise position favored by some in MAFF makes a great deal
of sense. In this case, TCF would construct a single large shed on
about a three—-ton scale. This would allow TCF to compete for roughly
half the cooperative members’ vanilla on a single price basis while
continuing assistance to primary societies who wish to cure their

own.
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Thua, a feasibility study to conasider the alternatives and
demonstrate the economics of the various proposals is in order.

Farm Marketing and Farm Supplies

TCF is now selling farm supplies in Vava’u, Ha’apai and
Tongatapu. It is too soon to evaluate whether these activities will
prove to be profitable, but so far sales have been disappointing and
competition 1is keen. At present, TCF does not appear to have any

special constituency in farm supplies and it is questionable whether
now 1s the best time to expend valuable managerial resources in the
attempt to try to establish such a clientele.

A small beginning has been made in the marketing of kava.
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IIb. BENEFICIARY IMPACT

Wholegaling

TCF’s 1984 sales of T63.3 million compared to a total population
of about 100,000 implies a per capita annual transaction level of
roughly Ts33. While not everyone in the Kingdom has access to TCF
goods, the principal clients are the small neighborhood and rural
shops scattered throughout the islands providing daily essentials,
mainly food, to the average person near hies home. TCF has built its
volume by offering reasonable prices and convenience. It operates
wholesale satores in Tongatapu, Vava‘u and Ha’apai and delivers
directly to rural shops on a regular schedule in Togatapu and Vava’u
at the same price available in the wholesale stores.

As pointed out in the initial proposal, the theory of trade
states that whenever two parties make an exchange, both parties are
benefitted. Based on the above discusaion, it is clear that a large

proportion of the population of Tonga, particularly the rural poor,
have benefitted from the project.

In addition, the theory of cooperatives is that if the users of
a service own the service itself, they benefit not only from the
trade but also by capturing the profit associated with the provision
of the service. In 1984, TCF made a profit of T&147,000 which will
be either distributed as patronage refund to members or held as
capital contribution to further improve services offered.

Vanilla Marketing

At present, there are about 1,500 wvanilla producers oi whom
about 1,250 are located in Vava’u and 250 in Tongatapu. About 900,
or 60%, are cooperative members. Total area under vanilla production
is about 1,200 acres. It appears that cooperative members are
marketing only slightly more than half their crop through their
cooperatives.

In past years, cooperative members have always received a better
final price for their vanilla by marketing through the cooperative.

However, more agressive competion in recent years which offers more
money up-—fi;ont for green beans has been 1luring away cooperative
business. In 1984, however, TCF suffered price reductions on its

vanilla due to quality problems and, consequently, those who marketed
outside the cooperative system actually did better.

One may justifiably gquestion wherein the benefit 1lies with a
federation that returns a lower final price than the competition.
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However, thie is a short-run vieow. in the firat place, this is the
tirst year that TCF has not had the best final price. Secondly, one
does not know how well the competition has done financially nor for
how long they «can remain 8o price agra2ssive. Finally, and most
importantly, one might justifiably conclude that much of the
agressive competition for green beans 1s due to the Federation’s
presence in the market. Without TCF, the relatively small number of
private competitors and the Commodities Board could afford to become
complacent. TCF has managed to negotiate contracts for cured teans
at up to 98X of Madegascar prices and this has set the standard
against which the others have been forced to compete.

Fish Marketing

The nine commercial boats operating out of Vava‘u employ about
45 fishermen. Add to this the outboard boat fishermen and specialty
fishermen and the number receiving direct services from TCF is over
100, The 40 commercial boats scheduled to come on-line in the next
two years will employ an additiconal 200 fishermen. This 1is rapid
growth, but it 1s only the foundation of an industry which could

become much larger.

The fishermen involved are making a good living and receive a
good price for their fish, at present T&51.00 per kilogram for
grade-A&B fish compared to the retail price of T$1.35. They can sell
their entire catch immediately on return to port and do not waste
time t.ring to market their own fish. They can concentrate on
fishing, which they do best and which is the more productive use of
their time. They do not run the risk of spoilage. TCF freezes the
fish beyond what can be sold fresh and moves the excess to
Nuku’alofa, the deficit market. There is no way the fishermen could

do as well for themselves.

The real beneficiaries, however, are the consumers who are now
able to obtain fresh and frozen fish at prices far below traditional
imported pirotein sources.

Handicrafts

There are over 100 members of the handicraft society in
Tongatapu and the Federation alsoc purchases from nonmembers on the
other islands. During 1984, TCF’s cost of goods sold, equivalent to
payments made to handicrzit producers for items sold, was about
T&50,000 or nearly Ts$500 per producer. The handicraft activity 1is
not particularly significant when viewed as a percentage of TCF'’s
total sales, but it is likely significant ~to the budgets ¢f the
producers marketing through the Federation, mostly women.
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III. Baseline Data

A. Financial Indicators

Baseline data for the wholesale operation date back to
Objectives in this area have

period prior to project initation.

been fully met as shown in the following table:

Tzble 1l.-—- Wholesale Performance Compared to Baseline and Targets

Baseline (%)
Target (#%)

a. Oross Sales * Ts314,855

*%# T$S450,000

b. Transportation # 1.25%

Cost (1)

*% 1,25-2,50%

c. Administrative #* 7.40%
Expense (2)
*x 7.50%
d. Gross Profit * —-3.0% (loss)
*H 9.0%

fcontinued next page)

(17
)

Wholesale only
Total excluding transportation

Ts514,000
Ts$2,241,000
Ts3, 290,000

1.10%
0.90x%
1.00%

3.70%
3.10%
4.51%

(VBB N )
anonm
NN

the



EVALUATION REPORT July 15, 188S
TONGA COOPERATIVE FEDERATION PROJECT

SECTION 3: BASELINE DATA Page 21

Table 1. (cont’d) -- Wholesale Performance Compared to Baseline
and Targets

Objectives Target (#%) Achieved Year
e. Current Ratio(3) * 1:1 1979
* 0.7:1 1980

2.5:1 1982

2:1 1983

*®k 211 1.549:1 1984

f. Inventory Turnover 7 times 1979
No Target 2 times 1980

7 times 1982

14 times 1983

23 times 1584

At the beginning of the project there was virtually no organized
market for fish caught by the artisanal fleet, so the benchmark was

nil. Now there 1s something of a track record for future reference.
For the twelve months ended May, 1985, TCF marketed approximately 88
metric tons. DSales results are shown in Table 2.

Table 2.—— TCF Fish Sales

Year Sales Profit (Loas)

1983 Ts64,000 TS(13,000)

1984 T$114,000 Ts1l, 000
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Baseline 15 94.7% of the FOB Madegascar price. TCF achieved 98%
in negotictions for 1984, but since two-thirds of the crop did not
grade out, the negotiated price was not especially relevant.

4. Vanilla Quantity.

Baseline was about 5.5 tons of cured vanilla for 1982. In 1984,
TCF marketed only about 4 tons and a further reduction is expected in
1985. Clearly, the movement in this indicator is in the wrong
direction. Construction of a TCF operated central curing shed might

turn this around in 1986.

B. Organizational Indicators

1. Phase I Indicators.

As noted in the Phase II proposal, the Phase 1 oganizational
indicators had all been achieved within the 1limits of Phase I
including written contracts and jJob descriptions for employees,
organization chart, standard operating procedures, a long range plan,
and a useful management accounting system. However, there has been
continued progress in these areas during Phase II and much of the
credit 1is due to the O0ODA advisors who have filled the post of

Financial Manager up to the present year.

TCF’s management accounting system has become quite
sophisticated and 1s capable of showing reliable profit center
results for the various major activities of TCF as well as overall
financial performance. Audited financial statements for 1984 are

contained as Appendix 3.

Also during 1984, under the guidance of Patrick Blunt, 0oDA
tinancial advisor to TCF at the time, TCF prepared a detailed
Three~-Year Plan which is contained as Appendix 4.

2. Inventory Control.

The Phase II proposal identified inventory control as the Kkey
element for success of TCF’s wholesale business due to the narrow
marketing margins permitted by Tongan law. This is still the case.
TCF can not afford a high proportion of missing, damaged or spoiled
goods nor unintentional investment in stores of slow-moving goods.
Goods which must be imported must be directly purchased by TCF rather
than bought from local importers to avoid sharing the narrow margin.
Such i1mported goods must be obtained at a competitive purchase price
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and muat be continuously reordered to match the supply flow to demand
ag nearly as possible to avoid stock build-up and disadvantageous
price fluctuationa, Since maximum selling price 1s established at
time of entry of goods, no advantage can be achievd by storing goods,
but market price might fall and storage costs are unavoidable.

Currently, TCF is doing a very gocd job in this regard, but much
of the knowledge and technique exists only in the head of the current
Secretary/Manager. The manual systems are good but cumbersome.
Computerization of this element of the business, though not
absolutely essential, could certainly improve the timeliness, sCcope
and quality of reports in this critical area. Furthermore, the
effort tc computerize can help to quantify and make explicit many of
the procedures which currently rely on i1ntuition and memory. This
latter point could prove to be a valuable contribution to successful
transition »f Secretary/Managers.

3. Management Training.

This area has been recognized as critical all along and progress
has been made, principally as on-the—-job instruction of individuals
in their particular functions. The competence of the key Tonaan
staff, the Financial Accountant, the Stock Accountant, and the Sales
Manager, in their functions testifies to the effort in this regard.
However, these individuale seem to exhibit some confusion as to their
role in the overall organization. They and others could benefit from
an organized seminar on organizational structure, lines of reporting,
responsibilities to superiors, subordinates, management committee,
government and other outside parties. They could also benefit from a
discussion of general management principles such as management by
objectives and focusing on the mission of the organization.

Equally important would be a seminar for the management
committee. Ore 1important topic in this regard is consideration of
which issues are appropriate for management committee attention and
which should be 1left to management. A second important topic
concerns agenda planning so that the committee can focus on the more
important 1i1ssues outstanding and budget committee time in accordance
with pricrities.

Other priority needs for training 1include English language

lessons for key TCF staff, technical and managerial skills for TCF
staff, involvement of Cooperative Department perscnnel in managenmnent
and commercial exercises, and primary society level training as it

relates to TCF’s comnarcial interests.

There are more training needs than there are funds 1in this
project, but existing funds have been only lightly used up to now.
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Much of the original funding was earmarked for a few i1ndividuals who
would be 1dentified as candidates for the top two management
positions to receive high level training 1i1n the United States.
Unfortunately, no such high level candidates have emerged and a
strategy of slower development of staff up through the ranks has been
adopted. Under present circumstances 1t appears that training funds
can be much more efficiently used in Tonga. This requires a detailed
training plan to be developed to sort out priorities, identify
specific training programs, and to budget and schedule these. This
must either be done locally or a consultant will be needed. Patrick
Blunt, ODA advisor to the Cooperatives Department, has agreed to
explore whether his schedule will permit taking on this task. It
some competent local person can find the time to do it, this would
obviously save money for actual training.
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Iv. HMethology,

No major change from the methodology expressed in the Phase II
proposal 1is indicated. Howover, from a technical point of view, the
time frames recommended in this evaluation report take on additional
significance because much of the morey in this project allocated for
capital assistance, training and consultants is yet to be spent. In
order to achieve the objectives of the project, progress must be made
on several {fronts seimultaneously. Slippage from the schedule may
mean 1n some areas that funds can not be spent for their intended
purpose in a responsible way. Thus, close monitoring of progress in
these ares is called for so that any problems can be detected early
enocugh to be resolved or to permit funds to be responsibly
reprogrammed.
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V. Time Frame
A. Results Against Time Frame To Date
Time_Frame
As Programmed
September 1984

1. Activities begin under Phase II

2. Tongan Wholesale Manager managing
consurer wholesale business

3. Begin surveying market for nmicro-
computer hardware and software for
wholesale goods management

4. Vanilla contract negotiated with
FOB Tonga price at 96% of FOB
Madegascar price

December 1984

1. Computer and software selected and
ordered

2. Wholesale volume reaches annual
rate of T$3.0 million.

3. Gross margin on wholesale

activities reaches rate of 8%.

Results

Activities begun on Schedule

Tongan Wholesale Manager was managing
wholesale business with considerable
supervision, but he resigned 1in
November, 1384.

Survey of market on schedule

Vanilla contract was negotiated at
98%, but quality problems on 2nd and
3rd shiprents concerning high
noisture content, low vanillin and
nold led to down- grading and lower
prices

software not ordered.
considered involved

register entry.

Computer and
Systenms being
point-of-sale/cash
Systems appeared to be too complex
for Tongan situation. In interinm,
nanual point-~of-sale system greatly
improved. On reevaluation, comnputers
should be limited to stock control,
purchase management and financial
accounting within head office.

Wholesale volume reached annual rate
of T$3.3 million.

Gross margin on wholesale reached
9.,5%
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4. Net surplus on wholesale activities
reaches rate of 2.0%

5. Direct overseas purchase of items
for wholesale reaches 85X%.

6. Handicraft sales 1ncreased 25X over
1983 with gross margin remaining at
25%,

7. Volume of vanilla marketed reaches
14,000 1bs.

8. Number of cooperatives marketing
through TCF reaches 14,

9. Average vanilla curing ratio falls
to 4.6.

10. Fish sales reach annual rate of
TE125,000.

March 1985

1. Deputy Secretary/Manager designate
attends ranagement training course
in U.S.

2, Microcomputer and software inatall-
ed and training for computerized
inventory management begins

10.

Net Surplus reached 4.8%

Virtually no overseas goods are being
purchased from other importers.

Handicraft sales only increased 4.6%
and due to increases in staff costs
nade a small net loss.

Volume of vanilla marketed reached
only about 8,000 lbs,

Number of cooperative rarketing
vanilla through TCF did reach 14.

Vanilla curing ratio not available,
still being audited,

Fish sales reached 7Ts$114,000 (an
increase of 78% over 1983).

No Tongan Deputy Secretary/Manager
was ever appointed by the management
commnittee. The Wholesale Manager
resigned in November and was later
replaced by a Sales Manager at a
lower level. When the ODA-provided
Financial Manager transferred fromr
the Federation to the Cooperatives
Dept., an expatriate, Eric Abbott,
was hired as Financial Manager and
Secretary/Manager Designate. Thus,
the envisioned training program was
not appropriate,

Due to the =second thoughts about
computerization explained above,
procurement did not go forward. It
is appropriate now to go forward with
revised objectives.
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June 1985
1. Tongan appointed as Deputy Secret-

3'

Bl

ary/Manager of TCF and begins serv-
ing as counterpart for
nician

ACDI tech-

Fish marketing volume reaches rate
of 10 tons per month

Annual evaluation begins.

Remaining Time Frame As Programmed

July 1985

July 15, 1985

Page 28
As explained above, no Tongan was
ever appoilnted as Deputy
Secretary/Manager. Current intention
is for John Kreag to step aside as
Secretary/Manager of TCF in favor of

Eric Abbott in January, 13986, subject
to Management Committee approval.

Fish Marketing for the 12 months
ended May 31, 1985 reached about 7.3
tons per month. The high month in
the period was December, 1984, in
which 13.8 tons were purchased.
Purchases for the first five months
of 1985 are nearly double those for

the sam~ period in 1984.

3. Annual evaluation began on schedule,

- Computerized inventory management system in place

Comrent:

Due to delay in settling on the systen

paraneters this objective cannot be
achieved before »id-1986.

September 1985

- Vanilla contract negotiated with FOB Tonga price at

98% of FOB Madegascar price

Comment: O.K.

- Tongan accountant attends financial managerent course

in U.S.A.

Comment:

This training is no longer appropriate.
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- Warehouse extension completed in Vava’u

Comment: TCF has been renting warehouse space. Flans
for the extension are complete, but will
not be implemented until such time as it
becomes clearly cost effective. 3uch extension
will be bank financed locally.

December 31, 1985

- Wholesale volume reaches annual rate of T$3.5 million
Comment: Volume should considerably exceed this level,
but since greater attention needs to be

paid to fish and vanilla marketing there
16 no good reason to fix a new target.

- Gross margin on wholesale activities reaches a rate of 8.5%
Comment: O.K.

- Net surplus on wholesale activities reaches a rate of 2.5%
Comrent: O.K.

- Direct overseas purchase of items for wholesale reaches 85%

Comment: Direct purchase of items ranufactured overseas
is near 100% and should remain near this level.

- Handicraft sales increased 25% over 1984 with gross
rRargin remaining at 25%

Comment: Sales projections have been overly optimistic.
10x would be satisfactory and more realistic.
Gross margin target is 0.K.

- Volume of vanilla marketed reaches 16,000 lbs

Comment: In view of last year’s performance, such
a level is not achievable. However, TCF
should try to at leaslL achieve last year's
level of 8,000 lbs.
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- Number of cooperatives warketing through TCF reaches 16

Comment: Cannot be ach:eved. At least two cooperatives
that marketed through TCF last year are
having probleas acquiring green vanilla
because they are 1n default on vanilla curing
shed loans and so do not qualify for procurement

loans.
- Average vanilla curing ratio falls to 4.5

Comment: Last year’s results are not encouraging,
but the current Government program of quality
assurance is resulting in a much lower percent
of immature beans. At any rate, 4.5 1s
a proper target.

- Fish sales reach annual rate of T£250,000

Comment: The amount was a misprint. It should have
been T$200,000 as in the goal section.
T$200,000 nay be achievable and is a reasonable

target.

January 1986

- Tongan Secretary/Manager takes over primary responsibility
for TCF management; ACDI technician remains as advisor
and manager of special projects

Comment: The currently designated replacement for
ACDI’s technician as Secretary/Manager is
not Tongan but a British citizen. S5till,
it is anticipated that the transiton will
take place as scheduled and that managerent
of TCF, whether Tongan or not, will be paid
from the 1ncome of the business.
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- Federation moves to new owned facilities 1in Nuku’alofa

Comment: TCF has a site selection committee actively
working on this 1ssue, but i1f fac:ilities
need to be constructed, they cannot be ready
on this time line. It 1s more important
that expansion plans be prudent than rapid.
Hopefully, a site will have been selected
and a development plan roughed out by the
time ACDI’s technician relinquishes managerial
responsaibility in January, 1986.

- Annual evaluation begins

Comment: 0O.K.

- ACDI technician departs
Comment: O0.K.

- Tongans are competently executing the duties of the
following posts: Secretary/Manager, Controller,
Wholesale Manager, Fish Marketing Manager

Comment: Tongans are currently fulfilling the duties
of Sales Manager and Fish Marketing Manager,
which are mid-level supervised management
positions. Current plans are for the present
Financial Manager, a British citizen, to
assume the duties of Secretary/Manager in
addition to his current post and to hire
the services of a senior level Herchandise
Manager who is already fully qualified,
whether Tongan or not.

Jeptember 1986

- ACDI technician subrits final report to ACDI home office

Comment: O.K.
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- ACDI submits firal report to TCF Management Committee,
Tonga Department of Cooperatives, and AID

Comment: G.K.

- All expenditures under the grant have been completed
and final bills have been cleared

Comment: O.K.

- End-of-projert audit Las been completed and any required
reports have been submitted

Comment: O0O.K.

C. Recomnmended New Time Frame

July 1985

- Management committee approves establishment of fish
narket in Nuku’alofa and decides whether to build or
rent

- Feasibility study for central vanilla curing shed in

Vava’u completed and recommended to management committee
by Vava‘’u subcommittee

September 1985

- Feasibility study for central vanilla curing shed in
Vava‘’u approved by management comnittee

- Bank loan for central curing shed in Vava’u applied for

- Vanilla contract neqotiated with FOB Tonga price at
98% of FOB Nadegascar price

- Training consultant begins training plan and seminars
on management and organizational structure for TCF staff

and policy/representational skills for management comaittee

- Conmputer equipment ordered
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October 1985

- Land obtained or rental agreement signed for Nuku’alofa
fish market

- Rental agreement signed for ’‘Eua fish handling facility
- Refrigeration consultant completes specifications for

freezers and related equipment for Nuku’alofa fish market,
Vava’u and ‘Eua fish handling centers, and wholesale

warehouse
- Training plan completed and approved by management committee
~ Computer equiprment delivered and installed

- Software for overseas procurement and stock control
roughed out at ACDI

November 19385

- Land acquired for vanilla curing shed in Vava’u
Bank loan for vanilla curing shed in Vava’u approved
- Freezers and refrigeration equiprent ordered
- Consultant trains staff in use of computer and word
processing package and begins adaptation of software

for overseas procurement and stock control systems

December 31, 1985

- Drawings completed, bids submitted, management committee
approval for central vanilla curing shed in Vava’u

- Drawings conpleted, bids submitted, management committee
approval for Nuku’alofa fish market

- Wholesale volume reaches annual rate of T$3.5 aillion
- OGross margin on wholesale activities reaches a rate of 8.5%
- Net surplus on wholesale activities reaches a rate of 2.5%

- Direct purchase of overseas items for wholesale remains
near 100%
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- Handicraft sales increased 10% over 1984 with qross
rargin remaining near 25%

- Volume of vanilla marketed reaches 8,000 lbs

- Number of cooperatives marketing through TCF does not fall
below 12

- Average vanilla curing ratio falls to 4.5

- Fish sales reach annual rate of T$200,000

January 1986

- New Sacretary/Manager paid from TCF resources takes
over primary responelbility for TCF management: AGDI
technician remains as advisor and manager of the new
federation with responsibilities for fish, vanilla

and handicraft marketing

~ Federation has located site for new owned facilities
in Nuku’alofa a2nd has roughed out a development plan

- Vava’u branch operations consultant arives

- Construction contract let for central vanilla curing
shed in Vava’u

- Construction contract let for Nuku’alofa fish market

February 1986

- Freezers and refrigeration equipment delivered

- Equipment oraered and construction begqun for central
vanilla curing shed in Vava’u

- Construction bequn for Nuku’alofa fish market

- Computer software consultant returns for software maintenance
and revision for overseas procurement and stock :ontrol ayatems
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- freezers and related equipment for Nuku’alofa fish market,
Vava‘u and ‘Eua fish handling centers, and wholesale
warehouse 1nstalled

- Computerized inventory management system in place

- Central vanilla curing shed in Vava’u completed

Hay 1986

- Nuku’alofa fish market begins operation

June 1986

- Annual evaluation beqins

August 1986

- ACDI technician departs

September 1986

- ACDI technician submits final report to ACDI home office

November 1986

- ACDI submits final report to TCF Management Committee,
Tonga Department of Cooperatives, and AID

March 1987

- All expenditures under the grant have been completed
and final bills have been cleared

- End-of-project audit has been completed and any required
reports have been submitted
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VI. ASSUMPTIONS

The assumptions below are from the Phase 1II proposal. The
comments are those of the evaluator.

1. TCF will be able to attract and hold competent, honeat and
diligent management personnel.

Comment: TCF has been successful to a degree in this regard.
Certainly, they have attracted honest and diligent personnel who are
competent at the level of work they have been assigned. However, TCF
has not been successful in attracting personnel with proven
competency at the highest level of management despite having
advertised several times with salary scales increased each time.
Current mid-level management nay eventually reach top-level
competence, but promotion from this cadre will require a longer
time-line than originally envisioned to allow for adequate on-the-job
experience.

2. In light of TGF’s experience with hurricane Isaac March 1982, it
bears atating the obvious that project success depends upon freedom
from natural calamity, This is particularly relevant with respect to
vanilla production and fish catches.

Comment : Fortunately, the project has not suffered any
natural calamity thus far in Phase II, but the assumption is as valid
a8 ever with respect to the remaining period.

3. Fish marketing is highly dependent upon the continued pace of
boat building under programs currently being sponsored by the
Government of Tonga and also upon the schooling patterns of tuna.

Comment: The boat building program has been moving forward
apace and 1is responsible for driving the TCF fish marketing project
80 far. These projects are mutually dependent upon one another for

Success so the original assumption remains valid.

4. The Government of Tonga will continue to support TCF in concept
and practice. Specifically, the Government will Pass no new laws
detrimental to TCF’s consumer goods business, will not repeal the
vanilla marketing/export license and will not change its attitude
toward promoting TCF as the Principal institution for domestic fish
marketing.

Comment: GOT has been very supportive of TCF, thus
contributing immeasurahly to Project success to date. However, two

existing problems relating to fish marketing, ocne at the concept
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level the other at the practice level, are worth mentioning.

The Fisheries Department has been operating a long-line fishing
boat, the Lofa, and delivering most of the catch to the cannery in
Fiji. Occasionally, however, it brings fish 1nto Nuku’alofa and
sells them below market price as established by competition amongst
the artisanal fleet. This appears to be an example of one government
program at odds with another. If the artisanal fleet is to be the
permanent source of fish for the Tongan population, the market price
must remain high enough for the fishermen to achieve an adequate
return on their time and investment plus bear all the marketing costs

ot handling, freezing. transporting, spoilage and selling. So far,
in practice, this has not proved to be a major problem due to the
infreguency of dumping and the relatively small quantity of fish
compared to the annual demand. However, the potential difficulty is

considerable and there is a conceptual problem that ought to be
sorted out.

The practical problem relates to the fish handling facilities
which TCF has been operating in Vava’u. No proper lease has ever
been issued by the Government. This has caused no problem on a
day—-to-day basis because TCF has had de facto control, but the lack
of a proper lease is devastating from the point of view of long-run
business and project planning.

Looking to the future, it has been suggested that TCF’s
continued success 1in fish marketing depends upon establishing a
proper retail/wholesale fish market within the business district of
Nuku’alofa and renewed success 1in vanilla marketing depends upon
construction of a central curing shed in Vava’u. Thus, it would be
prudent to add the following specific assumptions to this category:

a. GOT will not oppose establishment of a retail/wholesale fish
market in Nuku’alofa:

b. GOT will not oppose coansiruction of a central vanilla curing
shed 1n Vava“u:

c. GOT will review its policy with respect to selling the catch
of the Lofa to avoid conflicting with the requirements of supporting
the artisanal fishing induscry;

d. GOT will execute a lease to the Federation as scle
propriator of the Vava’u fish handling complex.
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Before considering the specific goals below a general comment is
in order concerning those 1indicators relating to TCF’s wholesale

activity. By and large, goals in the wholesale activity have been
achieved. This activity has developed into a well-run, full-fledged
business. Opportunity for further growth exists, but there is little
scope for dramatic efficiency improvement. It is not yet a mature
business and considerable staif development work remains, but the
business 1itself 1is clearly beyond the development stage. Financial

indicators 1n this activity are important to monitor maintenance of
efficiencies already achieved, but provide little to shoot at as an
indicator of project progress. For this r=2ason, this evaluator
recommends placing mnuch greater emphasis on the indicators of the
other activities, particularly fish and vanilla marketing.

Te 3.0 million. TS$3.3 achieved.
Ts 3.5 million.

1. Gross Sales. 1984 target
1985 target

Comment: The 1985 target will certainly be exceeded, but
there is no compeling rezson to revise.

2. Gross Margin. 1984 target = 8.0%. 9.5% achieved.
1985 target = 8.5

Comment: The 9.5% achieved in 1984 is juat about all that
can be hoped for in the merchandising business
under current Tongan law. Since various commodities
carry different margins which increase moving from
essentials to less essential goods. Slippage in this
indicator might indicate nothing more than a change
in the mix of goods toward more essentials. This
would not necessarily be a bad thing. The 1985
target remains reasonable.

3. Overseas Purchases. 1984 target = 75%. Virtually 100% achieved.
1985 target = 90%.

Comment: TCF now purchases nearly all its overseas—manufactured
goods directly from overseas manufacturers or
distributers. The only exceptions are in rare cases
when some commodity is in short supply. This
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mode of operation muast be maintained for TCF to
remain successful.

4. Surplus. 1984 target = 2.0%. d4.8% achieved.
13885 target = 2,5X%.
Comment: Hopefully, with 1ncreased volume and continued high

gross margin, TCF will be able to maintain a surplus
rate above 4.0% on its merchandise business.

5. Current Ratio. Target = 2:1. 1.5:1 achieved in 1984.

omment: Although the ratio is below target, the cash position
is healthy. If accounts receivable are removed from
current assets, the remaining assets are sufficient
to meet current liabilities. Also, if one removes
vanilla procurement loans, not a part of the wholesale
activity, from current liabilities, then the ratio
would be greater than 2:1.

6. Inventory Turnover Rate. No target. Previosly reported rate:
1983 = 14.
Comment:! The computed rate for 1984 is far in excess of 14,

but is not meaningful because of the formula for
calculation which averages beginning and ending stock
to compare to sales. Since the business has been
rapidly expanding, this method underestimates the
actual stock position. If one had the computational
means to determine average daily stock position, this
would be a more meaningful ratio to sales. Since
bulk goods come 1in on roughly a monthly basis, according
to shipping schedules, it is difficult to actually
turn over inventory more than about 12 times. TCF
has been moving stock wel'l and this is the ultimate
key to continued success.

96% FOB Madegascar. 98% achieved.
282,

7. Vanilla Price. 1984 target
1985 target

Comment: The price is negotiated on the basia of grade-A
beans. Since two—thirds of the 1984 crop did not
grade out, negotiated price levels were not
achieved. The 1985 negotiated price target is
still appropriate.
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8. Quantity of Vanilla Marketed. 1984 target = 7 tons. 4 tons achieved,
1985 target = 8 tons.

Comment: In view of 1984 results, the 1385 target 1s not realist:-.
It will be very difficult to achieve th=z 1984 level, but
TCF should strive for that 1f consistent with maintaining
high quality standards. However, 1in 1985, one must regard
quality as more important than quantity.

S. Number of Cooperatives. 1984 target = 14. 14 achieved.
1985 target = 16.
Comment: This target relates to vanilla cooperatives. There are

are at present ne dynamics which would lead one to
e¥pect the 1985 target to be achieved.

10. Curing Ratio. Target = 4.5:1.

Comment: Although official computation of the 1984 curing ratio
has not yet been completed, i1t 15 clear that results
were not close to achieving the target. Primary
societies did not properly cure in 1984. Operations
in 1985 appear to be much improved. Though the target
may yet not be achieved, it is nevertheless achievable

and appropriate.

11. Fish Sales. 1984 target T$125,000. T$113,848 achieved.
138% target = T5200,000.

Comment: The 1985 target shouid be achievable.

25% increase. 4.6% achieved.
25% additional increase.

12. Handicraft Szles. 1984 target
1985 target

]

Comment: A more realistic target for 1985 would be a
10% increase over 1984.


http:Comme.nt
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B. Organ:izational Indicators

1. Phase I Indicators. As 1ndicated in the Phase II propoeal,
the Phase 1 i1ndicators had been achieved
in Phase I, but would continue to be improved
in Phase II. These included organization
chart, jJob descriptions, standard operating
procedures, management accounting system,
and a long-range plan.

Comment: Noteable achievements :n this regard in 1984/85
include the first fully audited financial statements
(Appendix 3) and a detailed Three-—-Year Rolling Plan
(Appendix 4).

2. Computerized Inventory Control. Targeted to be in place by June,
1985.

Comment: This has not gone forward. However, the need remains
as described 1n the Phase II goal. This should be
implemented not later than June, 1986.

3. Management Training. Goal 1s to shift from near total reliance
on on—-the-job training to a more balanced
program including formalized training.

Comment: Little has been done along these lines. Since high
level management candidates have not been identified,
the overseas training envisioned 1s considered a bit
premature. The consensus seems to be that more can be
achieved with training in country. A detailed training
plan must be drawn up right away to accomplish this
within the term of the grant.
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VIII. POST-PROJECT EXPECTATIONS

If the recommendations of this evaluation are implemented, the
following conditions can be expected to przvail at the end of the
project. The Tonga Cooperative Feder=ztion will have been split.
Only the consumer wholesaling function will remain in TCF. The
business will be able to carry on as a fully commercial venture. Top
management, though not Tongan in the near term, can be afforded from
the profits of the business. TCF can continue expanding its valuable

consumer services without outside assistance other than normal
banking support and occasional consulting on technical or managerial
matters. Continued success 1is not guaranteed, but TCF has now been
given the tools 1t needs to continue successful operation and the
advantages of capital and institutional structure the lack of which
contributed to its earlier difficulties.

The new federation or other organizational structure which is set
up to manage the "developmental' ac*ivities of vanilla, fish and
handicraft marketing will have established a principal office in
Nuku’alofa and a major branch office 1in Vava’u. Key personnel
including a General Manager, Vava‘’u Branch Manager, Assistant
Manager/Vanilla and Chief Curer (Vava“‘u), Assistant Manager/Fish
Operations (Vava’u), Assistant Manager/Fish Sales, and support staff
will have been hired and wiil be managing the organization. If there
is no follow-on technical assistance, the new federation will not be
in a strong managerial or organizational position, but such follow-on
assistance need not necessarily come from USAID. The basic
structure, facilities, and activities will be in place.

The new federation will be operating a vanilla curing shed and
assembly point for cured vanilla procurement in Vava‘’u, the fish
marketing complex in Vava’u, a small fish marketing facility in ’Eusa,
and a fish retail/wholesale store in Nuku’alofa.

The split in TCF will not be totally beneficial to the new

federation. It will be allocated the resources donated by various
assistance agencies for the sake of the activities it operates, but
it will not share 1in the accumulated profits of TCF. Nor will it
enjoy the good will and credit status which TCF has built up. Nor
can 1t hedge risks against the more certain merchandise income. Nor
will it fully participate in the staff development resources which
have been absorbed by TCF. However, it will have the advantage of a

more representative, more concerned management committee and a leaner
more focused organizational structure.

This is not a place to debate the pros and cons of splitting the
TCF since this 15 primarily a local debate which is well on its way
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to resolution. Only general member approval remains. The principal
driving force appears to be protection of the assets and interests of
the consumer praimary societies which dominate the affairs of TCF.
This seems a reasonable position for those societies to take. All
that remains for ACDI 1s to try to see that the new ifederation 1s in
the best possible position for survival at the end of the grant

period. Hopefully, some form of follow-on assistance will be
forthcoming, but all programs within the grant should be discrete so
that they do not directly depend upon follow-on assistance which may
or may not materialize. Nevertheless, the project should aim at

establishing a sound foundation upon which further expansion can be
based.
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IX. EVALUATIONS

ACDI’s grant atipulates annual evaluation and a terminal audit.
Only the final evaluation remains and the procedure as established
seems approprirate. ACDI is unclear concerning the nature, intent and
scope of the proposed final audit, but with AID guidance will conform

to requirements.
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X. FINANCIAL NARRATIVE

The overall budget for the project remains adequate for
achieving project objectives. Such changes as are recommended here
relate only to adjustments within line items and are intended to
better achieve original objectives.

Commodities

The commodities line item detail budget, in contrast to the
analysis of other line items herein, contains an estimate of amounts
committed as well as expended through June, 1985, because a
substantial amount has been expended from TCF 1local funds for
commodities to be financed by the project. These amounts are to be
reimbursed shortly. The figures for this detail were taken from the
project’s local books rather than ACDI/Washington books which reflect

only actual grant expenditures.

The commodities program began in Phase I when funds originally
intended for warehouse construction were reprcgrammed for hurricane
reconstruction and procurement of various kinds of equipment deemed
to be of higher priority and less within the means of TCF to provide

for itself than warehouse facilities. This was in recognition of
changed conditions. The 1line item Office/Warehouse and Other was
created at that time. In Phase II, additional egipment needs were

identified and were subsumed with the Phase I funds in the new
commodities line.

Phase I commodity funds were detailed at a level of $94,000 but
funded only at $85,000. 0f this amount, $20,000 was identified for
hurricane reconstruction, but only $3,000 was actually used. No
further expenditure for that purpose is anticipated.

Equipment for wvanilla curing sheds up to £3,000 each was
programmed to a total of $24,000. 56,000 has been expended and up to
four more sheds could become eligible within the term of the grant.
Thus, $6,000 is available for reprogramming.

Fish marketing equipment including a freezer were provided for
at s530,000. The smaller equipment has been purchased, but the
freezer has not been due to uncertainty over the type of equipment
that will best meet the need and lack of an appropriate place to put
it. OSimilar problems have held up procurement of freezers for the
wholesale activity. A refrigeration consultant and establishment of
the Nuku’alofa fish market and new wholesale facilities within the
term of the grant are expected to resolve these problenms.
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Of the Phase II funds, a total of $23,50C 18 avzailable for

reprogramming, The source of these funds 18 an excess 1n the budget
for sales displays for fish supplies, farm supplies, and wholesale
goods. The needs have been satisfied locally at much lower than

expected cost.

The major new item recommended for use of the available funds 1s
50% support of a new vanilla curing shed to be operated by TCF or its
successor organization. This appears to be impoitant to get TCF more
into the vaailla busginess and to establiasah a more permanent presence
in Vava’u. It 18 also important to permit cooperative members to
have an alternative marketing channel as a hedging strategy and to
permit them to get a higher front-end payment for their vanilla
without marketing outside the cooperative gystem.

Training

Amounts set aside for U.5. training are no longer appropriate.
Aside from the computer training funds, all available training funds
should be used locally. This evaluator recommends that a consultant

visit the project i1n September, 1985, to draw up a training plan with
local cooperative leaders and to provide basic seminars in management
and organizational structure for keyv staff of TCF and the management

committee.

Technical Assistance

This line item is the one easiest to program in advance, so less

change is expected. However, the need for additional short term
consultants was 1dentified. The budget provides for 5 one-month
consultancies. At this point, the project woulid be hetter aserved by

three consultancies for a total of eleven months.

The first consultancy would be a six-weck assignment for a
refrigeration expert to advise on appropriate equipment for the fish
marketing and wholesale businesses and to draw up specifications for
procurement.

The s=sezond would be another six-week assignment for software
maintenance of the procurement and stock control system to follow up

on the original implementation and training. This would permit wuser
feedback after an initial trial period to be i1ncorporated into
improvements in the system. ACDI’s experience has been that this 1is

a very valuable part of system development.

Finally, it would be desireable to have a consultant for eight
months beginning in January, 1386, through the end of the project to
help establish the Vava’u office for the new marketing federation, to
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oversee construction of the central vanilla curing shed, and to work
on 1mproving the <fish and wvanilla marketing activities at the

producer level. Due to communications problems, the head ffice must
be in Nuku’alofa so that the general manacer can manage the export
business. Also, the principal fish market will be in Nuku’alofa.
However, the bulk of the vanilla producers and <fishermen are 1in
Vava’u. Thus, the new federation must have a very strong branch
office there and the branch manager should Dbe the second ranking
position in the organization. The consultant would be counterpart to
the Vava’u branch manager. This consultant would also be in an
excellzant position to take over zroject management, if a follow-on

project is forthcoming.

Unfortunately, there appears to pe only enough money 1n the
technical assistance line to support 8.5 months of consultarncy. Such
additional funds as are available come primarily from reprogramming
unused housing and education allowances. The available time would
best be distributed by allocating 5 weeks to each of the first
mentioned consultancies and €& months to the Vavsa’u operations
congultant. The latter consultancy should begin in January shortly
after the establishment of the new federation. Perhaps, as the
project winds down, additional unexpended funds will become available
to extend the consultancy to project’s end or, if there is to be a
follow-on project, funds may be available from the new source.
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XI. BUDGET

There are no suggested changes 1n the controlling budget. Only
supporting detail for Commodities, Training, and Technical Assistance
line items are adjusted to reflect changed conditions and recommended
actiobns for achieving project goals within the remaining term of the

grant.

Total Expended Funds
Line Item Budget to 6/30/85 Remaining
Working Capital 168.0 140.9 27.1
Commodities 217.0 23.4 183.6
Training 57.0 8.6 48.4
Tecnical Assistance 641.5 380.0 261.5

TOTAL 1083.5 552.9 530.6
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Table 4.~-- Commodities Detail (8’000Q)

Current Expended/ New

Line Item Budget Committed Balance Change Program
Phase I:
Ha’apai warehouse &

hurricane reconstr’n 20.0 3.0 17.0 -17.0 3.0
Equipment for vanilla

curing sheds 24.0 6.0 18.0 -6.0 18.0
Fish marketing

equipment (freezer) 30.0 10.0 20.0 nil 30.0
Freezers for Tongatapu

warehouse 15.0 0.0 15.0 +11.5 26.5
Management contracts for

primary societies 5.0 4.5 0.5 nil S5.C

Subtctal Phaage I 94.0 23.5 70.5 -11.5 82.5

Not to exceed 85.0

Table 4 continued next page
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Table 4 (cont’d).~- Commodities Detail (S’000)
Current Expended/ New

Line Item Budget Committed Balance Change Program
Phase 1:

Subt »tal Phase 1 94.0 23.5 70.5 -11.5 82.5

Not .c w2xceed 85.0
Phase II:
Fish handling

equipment 12.0 7.5 4.5 nil 12.0
Ice maker, crusher,

boxes (Tongatapu) 12.0 0.0 12.0 nil 12.0
Freezer for ’‘Eua

(Ice maker, crusher) 24.0 0.0 24.0 nil 24.0
Cash register/display

for fish supplies 6.0 2.5 3.5 -3.5 2.5
Sales display for

farm supplies 8.0 1.0 7.0 -7.0 1.0
Display for wholesale 20.0 7.0 13.0 -13.0 7.0
Administrative equipment

(photocopier, computer,

software) 50.0 5.0 45.0 nil S0.0

Subtotal Phase II 132.0 23.0 109.0 -23.5 108.5
Central vanilla curing

shed & equipment at

50X firnancing (Vava’u) 26.0
GRAND TOTAL 217.0 46.5 179.5 nil 217.0
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Table S.-- Training Detail

General Training
Phase II:
U.5. training for:

Secretary/Manager
Designate

Financial Manager
Designate

S rretary.
iflanagement Committee

Computer training
Local training:
1384/85

1885/86

Jul

y 15, 1985

Page 51
(S7000)
Current Expended New
Budget 6/30/85 Balance C.. .nge Program
6.0 6.0 0.0 nil 6.0
9.5 0.0 3.5 -9.5 0.0
9.5 0.0 9.5 -9.5 0.0
0.0 1.3 -1.3 +1.5 1.5
7.0 0.0 7.0 nil 7.0
12.8 1.3 11.2 -11.2 1.3
12.5 0.0 12.5 +28.7 41.2
57.0 8.6 48.49 nil 57.0

GRAND TOTAL
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Line item budget
Expended through 6/30/85

Unexpended balance

New Program:
Salary
Payroll added cost

Allowances:

Housing 7.0
Education 28.7

Travel

Consultants:
Per diem (S50 x 30 x 8.5) 12.8
Fee (8250 x 24 x8.5) 51.0
Air fares (53,000 x 3) 9.0

Evaluation/Audit

Other direct costs

Administrative allocation (13.5%)

New technical assistance program

July 15, 1985

New Program
Jul 85 - Aug 86

35.7

26.3

72.8

15.0



APPENDIX 1
LIST OF PEOPLE CONSULTED

Government of Tonga

S. Raghavan, Secretary, Labour, Commerce and Industries

T. Simiki, Director of Agriculture, Fisheries and Forests

Fononga Tuipeatau, Regiastrar of Cooperatives

Sione Tangi, Asasistant Registrar of Cooperatives

Semiai Fakahau, Principal Fisheries Officer

Haniteli Fa‘anunu, rFrincipal Agricultural Officer, Vava‘u

Tevita Vulaono

*Aisea, Cooperative Officer, Vava'u

Aesea Tuipulatu, Fisheries Officer, Vava'u

Management Committee, Tonga Cooperative Federation

*dpolo Lufe, Chairman

Sini Nafe, Vice Chairman

Hama Na‘*ati, Treasurer

Selesi Takau,
*Aleki Sigifa,

Falekava Kupu,

Member

Member

Member

Mosese Tukufuka, Member

Tonga Levai, Alternate Member

Staff, Tonga Cooperative Federation

Eric Abbott,
Soane Talanoa,

Edgar Cocker,

Financial Manager and Secretary/Manager Designate
Financial Accountant

Inventory Accountant

Lomekina Pahulu, Sales Manager
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Staff, Tonga Cooperative Federation_ (continued)

Fotuaika, Store Manager, Tongatapu

Latu Fainga‘a, Store Manager, Vava‘u

Sio ‘UOfanoa, Fish Manager, Vava‘u

Robert Reutenaur, Peace Corps Volunteer, fish marketing, Vava‘u
Edward Cohen, Peace Corps Volunteer, fish marketing, Tongatapu
Maureen Kelley, Peace Corps Volunteer, handicraft sales

Alexis Huni, former Wholesale Manager, TCF

USAID
William Paupe

Louis Kuhn

Richard Nishihara

Others
Ronald Wootton, ODA Pacific Regional Officer

Patrick Blunt, Cooperatives Advisor, British Overseas Development
Administration

Ian Cartwright, Fisheries Development Specialist provided to
Fisheries Department by Commonwealth Fund for
Technical Cooperation (CFTC)
Richard Elsy, Former Fisheries Development Specialist provided to
Fisheries Department by Commonwealth Fund for
Technical Ccoperation (CFTC)
Stephane Sorin, Vanilla Advisor (French) to MAFF
J. Dequaire, Vanilla Advisor (French) to MAFF

Thomas Tischenor, Peace Corps Country Director
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Fish Catch at Vava‘u, March, 1984, to May, 1985
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TONGA CO-OPERATIVE FEDERATION LIMITED

1984 FINANCIAL HIGHLIGHTS
SALES INCREASE BY 45

MERCHANDISE \

$3.293 000

W
$428 000

MERCHANDISE
& 2.241,000

1983 TOTAL 1984 TOTAL
$ 2.500 000 $ 3,720,000

NET PROFITS (BEFORE TAXATION)
INCREASE BY 250

242000

1985



OPERATIONAL EXPENSES AS A PERCENTAGE
OF SALES REMAIN SIMILAR IN 1984 AS THEY

WERE IN {983
_ - Administra¥ion ang
Administration and Merchandise
Merchandise Fx
penses
Expenses 124 /3 A
TRANSPORT TRANSFPORT
1.1 7, 1.2 7
PROPERTY PROPERT Y
EXPENSES
SES
EXPEN /7 %
1.7 7, Finance Expenses
0.7%
Finance Expenses Z
087,
. STAFF EXPENSES
STAF- EXPENSES
[To7a0 EXPENSES } TOTAL EXPENSES
As v or saes 6.5/, As % of saLEs 6.7/

1983 1964

MERCHANDISE SALES - MEMBER /NON MEMRBER

MEMBER SALES INCREASED BY 26 % FROM $ 410,000 T0 $ 515,000
BUT NON MEMBER SALES INCREASED MORE

NON MEMBER
SALES 81.77

NON MEMBER
SALES 84.4 7,

1983 1984

MEMBER
SALES

183,

L0
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AUDIT REPORT
TONGA COOPERATIVE FEDERATION LIMITED
1984

ANNUAL ACCOUNTS

I have occasioned the audit cof the Annual
Accounts of Tonga Cooperative Federation Limited
for the financial year ending 31st December 1984
to be carried out in accordance with S.39 of the
Cooperative Societies Act 1973 and accep*ed
auditing standards.

In my opinion the attached Annual Accounts
of the Federation comprising of the Balance Sheet,
Profit and Loss Account and accompanying notes
and schedules represent a true and fair view of
the financial position of the Federation as at
31st December 1984 and account for income received,
expenditure made and movements of funds during the

financial year.

Acting Regis
Nuku'alofa.
June 1985,
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to the 1484

Annual Accounts

TCHGA COOPERATIVE FEDERATICH LIMITED

MM LANCE GHEET AS AT 31 DECEMBER 1q84
31/12/83 HOTES
FIXED ASSET cosT DEP'H  HET
5929 Building abG6 1245 5421
16460 Furniture & Fittings 31363 10351 21012
6016  Motor Vehicles 12525 8182 1743
28405 (1) 53554 23378 30176
22183 TDB Curing Shed Loan (6) 24187
CURRENT ABSET
277415  Stock 539521 (1)
Debtors &
40334 prepayments 198651 (8)
55080 Cash at Bank 188386
1658  Cash in Hand 3302
376487  TCTAL CURRENT ASSETS 929860
CURRENT LIABILITIES
2066 Vanilla Loan
Loan ThB 1330 (9)
- Vanilla Loan
Bot 209093 (10)
Creditors &
187846 Accruals 389026 (11)
- Tax Frovision 22015 (4)
2954 Member Savings _4825 (12)
192866 TOTAL CURRUENT LIABILITIES 626289
183621  WORKING CAPLTAL 3015739
$234209 $358134
ii_l'E_lﬂI_HSHN'l'ED BY: ’
22183 TLB Curing Shed Loan (13) 19487
50796  TUB Loig Term Loun  (14) 42863
Capitial Contribution
174302 Fund (15) 178789
MEMBERS I'UHDS
32400 Member Shareg (16) 32268
- Statutory Reserve (5) 20817
(45472) Profit % Loss Account -
- Time Share Deposits (17) 613910
(M) TO'i'AL MEWMBER FUNDS 115995
$234209 $358134

(g st Gt



PROFIT AND LOSS/APPROPRIATION ACCOUNT

For the year ended }! December 1984

1983 HOTES 3
(84661) Profit and Loss Account as at 1/1/84 (45,472)
Add: Approved Capitalizatione: (2)
A) Devei~pment Loopes pre 1962 73,895
B) Prelirinary Expenses
Pigh Marketing . 14,092
'Ha'apai - 1,007
88,994
Leps: Approved Appropriations: (2)
A) Patronnge Bonus for 1983 8206
B) Share Dividend for 1983 3167
C} Share Transfer Fund for 1983 24,732
D) Preliminary Expenaes for 1983 7,418
(43,522)

(84661) Balance C/f after 1983 Appropriations
Add:

Net Income for the year ended 31 December 1984:

47669 Nuku'olofa Merchandiwe (SCHEDULE 2) 118929
3492 Vava'u ¥erchandipe (SCHEDULE 3) 22,334
(292) Ha'upai Mesichandive (SCHEDULE 4) 17,710
4090 Handicruft (SCHEDULE 5) (2,236)
(13,124) Fish XYarketing (SCHEDULE 6) (1067)
- Vanilla Marketing (SCHEDULE T7) (10,717)
_ = ____ MNuku'alofa Agriculture (SCHEZDULE 8) (11)

41835 TOTAL NET IKCQE (SCHEDULE 1) 147,076

Income Received in 1984 in respect of
(2u18) prior years 5018
" Leos:

Cupitqlined Development Lobses and
Premliminary Expennes written back
to Frefit and Loss A/c. (2) (81,943)

1984 Patronagoe Bonus transferrid to Timg
Share Deposit A/c (SCHEDULE 9)

(263) (24,601)

- Provision for TAXATION

- Statutory Reoerve




1983
2559686

138139
2416437
186151
2368425

191261
173190

3fz27
10773
2140
44040

9161
12188

2149
11062

8394

42594

|

(1007)

( 705,(’)

SCHCDULZ 1

TONGA CO-OPEZRATIVCE PEZDZRATION LIMITED

Consolidated Operatine Statement

For the year ended 31 Dec>mber 1984

SALES

Opening Stock

ADD Purchases

L3S Closing Stock
Cost of Goods Sold
Gross Profit

Other Income

LiESS Expenses

STAFF EXPENSES

Wazes & Commission
Casual Labour
Leave Pay

FINANCE EXPEISLES

Interest
Bank Charges
Bad Debts
Discount

Cash Over
Doubtful Debts

PROPEQTY rAPEISES

Depreciation
Electricity & Water
Insurance

Rent

Repairs & Renewals

3720490 (1

(@]
(&)
e

~

136152
3721001

3907153
539522
336761311
352859 ( G.351)
45415

398274

57031
23890

4773
85694

10168
12551

1508

(3)
2866

27090

5491
7772
1919

21845
3818

41845

W



10258
8509
3399
4906

27012

64'f
2157
71772

15168

746

(6:5i%)

(1.84)

TSACPORT ELPUNSES

Preisht & Handling 25179
Transport Hire 11494
“~tor Vehicle Expenses 4480

Travelling 4794

MZRCHANDISITIG ZXPENSES

Advertising 4425
Damaces/Losses 290
Freezer Storage 6544

ADMINISTRATION EXPENSES

licence & Fees 929
Veeting 6051
Telephone/Telex/
Postacze 8619
Stationery & Office
Supplies 23458
Sundry Expenses 306

LZSS TOTAL EXPENSL3

NET PROFIT

45947

11259

39363

251198 (6.8

${37076 (4.0



1283

1804414
26786
2107234
2621

10387)

j44010
1765719

128575
11204
13)9879

|

4510
4079
3399

492
12480

219
2840

3752

$476009

{1003)

( 5.8%)

(4.92)

(2.5%)

TCUOA T SPTRATIVI PIDEAATION

san ol

Wit b

Nuru*1lof1 “erchand:se Jperatine Statemcnt

Por *-» :rar andrd 1Y dncomber 1084

SAL S
Jpeman~ %ok 173873
ADD: Purc-ades 332%81Rq

Trars{ers Inward 7752

L233: Tlas:ing Stock 40120)

Trans{-rs Justward 21148

C03% »f S-oda Sold
3rasa
Jtner I

ICTAL C

LE33

STAFF 7

LEDES 24526
Cacual Lazhur 17667
Leave iny 2058
FIuans

Bank Char-es 10373
Dioccunts 1508
Doubtful Jebts 2866

PACPIATY XPTUSES

Cepreriation J294
Zlectricity & Nater 1314
Ingsurance 144}
Rent 5994
Nerairs ° denawals 1304

TRAISPCRT TXPENSES

Freicnt % Haniling 3556
Transpars Hire 496
Motor Vanicle Sxpenses 4158

Travellinn 1111
UERCHAIDISING FXPIISIS

Advertising 2540
Damares/lorcgea 230
Freezer Storage 4826

AT NISTAATION EXPIISES

T{concer * Pnog 461
Telephore/Telex/
Postare 3008
Statiorery & Office
Suppliza 7107
Sundry Zxpenges (50)

Head Offize Expensecs 28701

1430814

37251

14747

14349

1)79};

7656

39427

3

2440920 (1003)

2215163
225757 { 9.23%)

2019y
246150

127221 (5.27%)

118929 (4.91)



1983
346309
420
6021
344502

50392
15420

119012
27297

(24)

27273
4226
1935
6496

1458
221

144

(100.:)

( 7.58

( 6.94)

( 1.03)

TONGA COOF=RATIVL.

scHonuL:

PEIDATION LIMITLD

Yava'u Oneratins Statement

Por the year ende

d 1 Decerber 1384

JALLS

Opening Stock
ADD: Purchases
Transfers Inward

LiSS Closingy Stock

Tranaters Qutward

Cost 57 Goods So0ld
iross Profit

Other Income
TOTAL [lCOMZ

LESS Expenses :
Yages & Commission
Casual Labour
Leave Pay

FROPTRTY IXFLNSZS

Depreciation

Electricity & vater
Insurance

Runtsg

Repairs & Renewals

TRANSPORT EXPMSTS
Freight & Handling

Tranasport Hire

532525 (1004)
56302
843

494505

52769
16533

550740

72308
478432

54093 (10.2%)
4443

58536

6937
3353 '
18
633 ,,lu I“
10923 1

780
304
32
1960
-
3423

7007

EE

Motor Vehicle Expenses 322

Travelling

MERCHANDISTING SXPZINS

183 181’
12048

Freezer Storage
Advertising

Darmages/Losses

ADNTHISTRATICH ZXF.M

——
=S
"t
1718
13

171

SIS

Licences & Pees

Telephone/Telex/
Poatage

Stationery & Office
Supplies

Head Office Zxpenses

Sundry Expensges

LI:3S TOTAL EXPENSES

NET FROFIT

136
141

1197
6303

———

8077
36202 ( 6.8%)

$22334 ( 4.24)

|
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SCHED!

TQ!GA CO-OP:RATIVZ FDZRATION LINITED

Ha'apal Operating Statement

For the year ended 31 December 1984,

SALES

Opening Stock
ADD: Purchase

Tranafer Inward

Less Closing Stock
Cost of Goods Sold
Gross Frofit

Other Income

TOTAL INCOLLS

Less Expenses:
STAFP EXPENSES
flages

Casual Labour

Leave Pay

PROPERTY =XPEISZES

Depreciation

Electricity & Vater
Rent

Insurance

Repairs & Renewals

TRANSPORT EXPINSES
Freight & Handling

Transport Hire
Travelling

MERCHANDISING =XPzlSES

Advertising

ADUTINISTRATION EXPINSSS

Licenses/Fees

Telephone/Telex,//Postage

119
321539

2001
213
161

5185
€83

126}

116
209

Stationery & Office Supplies 89

Sundry Expenses

Head Office Zxpenses

LESS TOTAL FXPCUSES

NET PROPIT

1184

321618

4493

2306

7131

4198

JLZ 4

319257

286218
33019
2826

35845

(106s;

(10.3%;

N



T0UGA CO-OP-RATIVE FPZDZRATICH LIMITED
Handicraft Operatins Statement

For the year ended 31t Decrmber 1984

1993 .
58092 (100%) SALES 50748 (100.7)
7113 Openins Stock 23315
52817 Add: Purchoses 46078
5798 Transfor Inwards _4553
73956
23315 Li33: Closing Stock 233132
532 Tranaf~r Cutwards -
41882 Coat of 5oodo Sold 50624
16211 (27.9%) %ross Frofit 10124 (16.7%)
3 Cther Incnnme 143
1621) TOTAL INCCK= 10267
’ Lesg Expenses:
TAFF EXFCU3E3
28136 Napges 4122
104} Casual Labour 529
B84 Leave Tay 223
3963 4874
FIUANCE ZXP:II'SES
- AMIX SERVICES CHARGE 29
PROPIRTY EXPEI3ES
146 Deprnciation 144
35 £lectricity & Water 169
13 Insurance 87
1765 Rents 2165
_1565 Repuirs & Renewals 149
524 2714
TRANSFORT ZXPZIN3ES
42 Frei nt/Handliing 20
17 Transport 108
_166 Travelling 802
825 930
MERCHANDISING EXPENSZS
_6715% Advertiging 775
ADMIVISTRATION EXPCNSES
36 Licence & Feeg 51
653 Telephone/Telax/Fostage 1139
Stationery & Office
1742 Supplies 1272
19 Sundry Expenscs 1
_686 Head Office Expenges _118
136 3181
12123 (20.94) LESS TOTAL FYPIISIS 12503 (20.6,5)

23090 ( 7.0%) HET 10SS i sTEEIET(-3.74)



1983
63940

64157

8572
23585

no
3
FS
o

S
(=}
&

)
—
[0¢]

|
|

20
279

2572
0

2891

===
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TO:i5A CO-QOPZRATIVE FEDSRATION LIMITED

Fish tarketing Overating Statement

Decomber 1984

For the year ended 1

SAL:S

Opening Stock 8572

ADD: Furchases 102656

Less Closinrg Stock

Cost of Goods 3old

Gross Profit

Other Income

TOTAL IICCIlE

LESS Expenses:

STAFT Z{TELS=S

Wages 5555

Casual Labour 5652

Leave Pay _484

PROPZRTY ZXPEI'SES

Depracia*ion 384

Electricity & VWater 5629

Insurance 68

Rent 5393

Repairs & Renewals __850

T2ANSPORT EXPENSECS

Freight & Handling 1385

Transport 957

Travelling 388

MERCHANDISING EXPEHSZS

Advertising i

ADSIITISTRATION EXPENSZES

Licences & Fees 65

Telephone/Telex/Postage 294

Stationery & 0ffice )
supplies 454

Sundry Zxpenses 39

Head 0ffice Zxpenses 1343

TCTAL EXPZH3ZS

FRAOCPIT

111228
17028

11691

12324

2730

159

106

113848 (1003%)

94200
19648 (17.3;5)
16518

36166

35099 (30.83)

——

{(0.97,9)

——




SCH.LUL: 1

TOlIGA CO-Q0P:RATIVZ FEDIIATICIH LINITED

Vanilla Opsrating Statement

For the year erd2d 11 December 1984

1683
196931 (100,s) SALZS 253096 (10.0;)
Opening Stock -
186208 ADD: Purchase 243156
LZSS5:Closing Stock 263
186208 Cost of Sales 242893
10723 ( 5.4%) Gross Profit 10203 ( 4.0:)
10723 TOTAL TilCOlixn 10203
LESS Expenses:
STAFF EXP_-1IS=5
101 Casual Labour 1190
FINANCE EIPENSES
3736 Interest 1920
- Bank Charges 2078
e | 3998
PROPERTY iXPINSES
- Electricity & Water 66
285 Insurance 360
- Rent 360
673 Repair/Renewvals 850
958 1636
TRANSPORT z=ZXPcNSZS
507 Freight 8019
53 Transport 8135
330 Travelling _163
890 9017
MERCIHANDISTIG EXPTiS=S
Advertising 42
ADVTIHISTRATION ZXFHSES
192 Licences 95
Telephone/Telex/
1253 Postage 619
Stationery & Office
2870 Supplies 1319
G Meetings 4
- Head Office Expenses 3000
4124 5037
10723 ( 5.4:5) LESS TOTAL ZXPENSIS 20920 ( 8.3:%)
$ 0 ( - ) NE? LOSS $( 19111)(—4-2%)
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TONGA CO-CPXRATIVE FEDZRATION LIMITZD

Huku'albfa Arriculture Opcrating Statement

For the ye:  ended }1 December 14984

1983
- SALES 396
Opening Stock -
ADDITRANSFL_R T:T/ARDS 9548
9548
LESS: Closing Stock 9467
Cost of Soods Sold _81
Gross Profit 15
Other Income -
15

TOTAL INCOIL:

Less Expenses:
ADTHISTRATION XPLWSES

Stationery & Office Supplies 26

LESS TCTAL EXPZHSZES

&
—
- n
— (o2
~—

3 - NET 10SS



SCHLOULS

TCIUGA COOPEZRATIVZ FIERATION

Time Shar.: Deposits and Jonus Distribution.
Sor the year ended 31 Decuinber 1984

. Balarce,
v Tirme Avairia:zl:
Time Shar: Interest PatronageWitharawls Share for wizn-

Societius deposit a3  grned Jonus ard Denosit drawl in
e cat 17184 o8 275 adgusument3d¥1373q veei]
! |

Toahola 205449 20.55 0 226.04 7 5e.i1
Fakaakeake 2894934 28.M 339.37 72.49  535.53 146,322
Leimatu'a 251.55 85.16  154.9) 11091.54 272. %1
Uasila'a 1130c. 39 125.71 448.50 326.00 1555.00 388.75
Fie'aonza 317.77 81.78 108.18 11207.73 301,53
Tonga Fced 15.C0 1.50 - 16.50 4.13
Matahansale 385.10 318.51 . 502.77 926. 32 231,%
Latanoa 120.00 i 120.00 | 0 -
Lotopcha 1243.04 | 111.51 99,84 31076 1143.65 285, 21
Lototaha 173573 i 155.27 | 499.30 433.93 1656437 { 189,46
Ministry of ‘lorks 391.2 39.12 - 430. 34 107.33
Si'i Kae ila 307.31 ' 30.78 - 338.59 | 34.35
Yisone 'oe 'Ofa " 120€.47 109.74 | 484.82 101,62 1499. 41 3174.35
*Ahiolio L 3712.95 1 371.30 0 1456.09 5540.34 ' 1385..8
Lateau 20.01 @ 2.00 | 2.18 24.19 | 6415
Mapu 'a Vaca 1205.75 120.58 + 950.50 ! 2276.39 569.22
Sia ko Kafoa 2302.53  280.25 ' 169.63 | 3252,41 . 313.10
Fakimoeto'y 576.52 57.65 + 923.99 1553.10 | 339.34
Faleono 539,45 58.95 3.06 651446 i 162.37
Fita Sanele 3d4.23 - 217.72 | 34.23 217.72 54+23
Poauma'a 112.32 11.23 . 206,30 729.35 182,42
Siu mo Heu 109.82 10.98 | - 120.80 30.20
Hala Vi lahi 150.37 1G04 296.18 505.59 . 126.20
Vai ko Kahana 31.45 " 3.15 97.28 | 131.88 12,37
Faliaola 'oc Kolo * 4 '

Kalkala 2420414 224.36 . 1196, 16 206.01 3240.55 - 81C.14
Maka ko Liuakiflanga 473.2¢ 47.321 1413.01 1913.60 481.40
Sio ki he Kahua'u Ji2.21 j4.22‘ - 376.43 94.11
Alafolau Heavula 10.00 1.00 ! - 11.00 2.75
Toutaiola 132,49 38.30¢ 152,92 574.21 143.35
Ha'asini Hamula 2538.82 258.88 1 2158.5¢4 5016.24 1254.206
Po'uli kae 'aho 762412 £€5.191 185.14 200.00 842.45 210.61
Kele'amaka 3.04 .30 - 4.00 1.20
Vai ko Likisia 410.80 41,08 27113 723.01. 180.75
Vai ko 'Atele 503. 37 50.34  723.606 1282.87 320.72
Longo moe Loto 3a7.32 }9.73| 23 437.28 109. 2

Hala Taukei ‘foe

Vaituilua T17.21 78.09; 450.96 194. 30 1111.96 277.39

Hala Tutuotas: 182,21 0 48,22 - 530.43 , 132.%1
Kolofo'ou ! 10.00 1.00 - 11.00 | 2,75
Fainramalie 1378.75 137.381 1048.75 2565.38 | ©6411.34
Kolo Falahola 1000.98  100.101  841.71 1242.79 | 435.70
Funga Veimwnauni . ©40.03 04.00  607.69 1311.72 ’ 327433
Kolomaile C147.37 14.74 262.87 424.58 106.23
Kauixaliloe ©378.97 37.90  347.44 764,31 1 191,38
ligele'ia ©305.27'  B0.S3 79.13 964.93 1 241.23
Tui mo Ngaue 13393 39. 20 8.33 108. 43 373.04 | 93.28
Malwnalu 'o Fuli- ' !

langi © 6098l .10 - 07,06 | 1c.To
Kolorahina ' 178441 17.84 .46 196.71 42,172
Yao latalci . 179455 17.96 170. 38 368419 ' $52.10
Lolo Paongo ' 10.04 1,00 2.90 13.94 .32
ilate ki Vaha ! 145. 41 14.54 53.23 223,18 55473
Houma NHiuvali | 126.57 12,66} 45.94 | . 18%.17 4c. 26
Yai ko Pule 525.4% 52434 703.28 . 1284.55 1 321414
Mata'aho j 81.55! 3.16/  396.62 P 4B6. 14 f 121,39

Pangei [ 1G. 00! 1.00 - ‘ 11.00 | 2.75



Time Shure Inter:st Fatrorase Withdrawls

Time
Share

3alanc:
Avarlzile

deposit us  larned  Bonus  and adjuat-eposit asfor wi-..-
at 1/1/84 10, 27,5 mants atli1/12/ 4 JF?V}_LL
. RE)
; 1452
llomuka : 3 9.31 5¢4.53 692.55 173412
vafoa e Ata 78 1 498,76 49.38 §42,33 991.47 247457
'Otukinekina ) 34.00 025434 299,34 . 249,%:
Hatatalafale 139 319.59 5¢5.08 1000.60 250,13
Ipu Tuluta 8.98 257.40 31950.22 CC.
Funga Fale'ungya 0 337.74 33.77 316.20 587.71 171,52
Afanzia 'o Panra-
nonu 1.00 313. 32 124.92 81.2:
fluku'alofa
Fishing 1.00 - 11.00 2,75
Kaha'u 'o Tu'anuliu 233.35 23.40 .15 257,50 tae L7
FPakama'un atu'u 4135.69 43.57 191.13 670. 39 107.<5
Alafolau 'a
Toutai 324.08 B2.41 432.14 1338.63 334,42
Ha'afuluhao «25 17.77 120.49 30.12
tHuitafuna 1 12.35 - 135.88 13.2
lataika 2 22.53 53¢.32 784.08 196417
Han-alz ko ‘ata e
Afe 1.00 - 11.00 2.7%
Houma iiiutao 273. 31 2733 499.29 799.9} 199.:2
Vai o Lupe 2.36 *13.03 28.60 166.49 91,22
Ngaue Fakamea'a 'o
Tonga - - - - -
Vai ko Lofia 390.15 390.15 97.54
Makzhokovalu 31.23 31.23 7,59
Sala 'o Vea - - - -
liateakifonua ‘o
Va'epopua 253.€9 253,59 63.22
‘Utulonroa’a - - - - -
Punga VYaoise 12.28 - 22.84 135.12 33,72
Fanrsa Tuto Ha 12.28 - 2.34 135.12 313.7:2
To'ansa 'Ofa <717 - 7.66 3.43 2.10
Livestock Deveiop-
ment 7.92 - . 79.21 37.13 21.72
Vao ilaga 4.58 - ! 45.70 50. 34 12.33
Lele *a Lulu - 5.67 l - 5.07 1.42
TOTALS - 37512.76  3730.16 24601.42 22133.05 63910467 15877.23
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1.

2.

3.

TONGA CCOPERATIVE FEIDERATION LIMITED
HOTES FORMING PART OF THE 1984 ANNUAL ACCOUNTS.

ACCOUNTING POLICIES

a)

b)

c)

d)

e)

f)

Accounting Convention - the accounts are prepe.ed under

the historical cost convention.

Depreciation - fixed assets are depreciated by the straight
line method at the following anrual rates calculated on the
cost of the asset:

Buildings 55

Furniture & Fittings 10%

dotor Vehicles 25%

Fixed Assets - the cost cf all additions to buildings,
furniture & fittings and motor vehicles are capitalised
except alterations to short-term leasehold property which
are treated as repairs and renewals, and small items of

expenditure which are written off in the year of purchase.

Repairs & Renewals - all repairs and renewals are charged

to revenue 1in the year the expenditure is incurred.

Stock Valuation - tradiig stocks have becn valued at the

Balance Sheect date at either cost price or net realisable
value, whichever is the lower. Stock-in-transit valuation
in based on the exchange rates in rorce at the end of the

financial yer.r.

Foreign Exchange - all foreign exchange gains and losses

are taken into account in the financial year in which they
occur, Oversecas creditors balances outstanding at the year
end in foreign currencies are valued at the rate of eichange
prevailing at the time of the importation of merchandise
into the Kingdom. Debtors balances outstanding at the

year 2nd in foreign currencies are valued at the rate of
exchange prevailing at the end of the financial year.

1983 APPROPRIATIONS _ made in accordance with Registrar of

Cooperative Societies authority reference J311/26/150 dated

27 March 1984 and subsequently approved by the Federation's

Membership during the 1984 Annual General Meeting held on 27 July
1984.

1984 MERCHANDISE PATRONAGE BONUS

Patronage bonus distribution has been calculated based on the

following formula:

Net Profit from Merchandising Branches X _Member Sales

Merchandising Sales


http:prepe.ed

Allocation of patronage bonus by cooperative society is
outlined in schedule 9.

4. TAYATION PROVISTON - the provision for taxation has burn
computed in conformity with the Income tax Act 1976.

5« STATUTORY RZISZRVE - the statutory reserve has been made in
accordance with S-38 5f the Cooperati e Societies Act 1973 and

taking in.o account the authority ot the Registrar of Cooperativag
of 27 March 1984 (sgee :lso Note 2 above).

6. VANILLA CURING SHED LOANS - adva-ced for a period of 8 years to

the following Primary Societies.

Date Advcnced Society Amount $§
31/8/83 Sio ki he Kaha'u 12193
31/8/83 Fie'aonga 12193

$24386
7. STOCK ' $

Merchandise Stock-in-Transit 177333
YMerchandise 312099
Handicraft " 23332
Fish 17028
Vanilla 263
Nuku'alofa Agriculture 9466

$ 539521

8. DEBTORS & PREPAYMENTS — include the following items:

$

Trade Debtors 23087
Vanilla Debtors:
South Pacific Duty Pree Storeg *! 1.3192
Vava'u vanilla societies 29717

' 171169
Trade Deposits 1010
Cargo claims 11463
Accrued Income 406

Less Provision for Doubtful Debts

207135
8484
$ 198651

"' Vanilla debtor in USdollars reccorded at the

exchenge rate of T$1.00 = Us$1.186.

/,(a



9.

10.

1.

12'

13.

14.

15.

VANTLLA LOAN (Tonga Development Bank) - represents the balarnce

outstanding on 7B 8% Vanilla Loan made to the Federation to
finance the processing of the 1983,84 vanilla crop. Funds op-
lent by Federation to Primary Society Vanilla producers at the
rate of 8% p.a.

VANTLLA LOAN BANK OF TONGA - represents the balance cutstanding

on 8 7% siort-term loan fecility, provided against the security

of a letter of cradit, to finance exports of the 1984 vaniila
crope.
CRZDITCRS & ACCRUALS - includes the following items:

3

Trade Croditors 32073
Provision for Leave Pay 5040
Accrued ZXxpenges 51532
Curing Shed Deposits:

Leimatu'a ' 2955

Sia ko Kafoa 21343

Alafolau 'a Toutai 400

Longo moe Loto 1005

g

$ 389026

MEMBER SAVINGS - deposited by Primary Societies during 1984
earning intercst at 104 p.a.

TONTA DEVZILOFILENT BANK IONG TERM LOAN -~ repreecents funds

borrowed from TDB on behalf of two primary societies in 1683

(cf. Note above) at 8% p-a. over 8 years in 1992,

TONGA DEVEZLOPMENT RANK LONG TYRM IOAN — represents runds provide

by TDB as part of the 1981 rescue package. The loan is

repayable over 10 years to 1991 at an interest rate of 8% p.a.

CAPITAL CONTRIBUTION FUND - represents cash and equipment
received from overseas aid donors and the Government of Tonga

mainly as port of the 1981 rescue package?

$

U.S. Aid 119871 67;%
Government of Torga 20000 1154
UK Christian Aid 17443 104
Canadian Aid 17400 1055
Ne Z. Aid 4075 2
$178789 1005

_—— ===

i) US AID granted US$491000 to Agricultural Cooperative
Development International (ACDI) on 30 September 1981 for

A7



the benefit of the Federation. Additional funding of

US$592505 under the sume project was provided in 1984

making total funds approved for the project of US31083505.
The grant funds are administered by ACDI in Nuku'alofa

and Washington DC U.5.A., but are not included in the
scope of thig audit except in respect of the T$119871
rece:ved by the Federation up until 31 December 1984 in
cash and 2quipment donaticns. However ACDI have provided
information on their expenditure of the grant funds and an
analysis of the expenditure information provided is

summarised below:-

ZAPENDITURE OF ACDI GRANT FUNDS
FOR TONGA CQOPERATIVE PEDEZRATION LIMITED
10 September 1981 - 31 December 1984.
(Unaudited by Cooperative Department)

- uss
1581/82 1983 1984 TOTAL b
Personnel 90935 B2282 90037 263254 57
Consultancy &
Bvaluations 5307 3591 10668 25566 6
Equipment & other
costs - 644 11219 10912 22775 5
Administration 12142 13689 13649 39680 9
Working Capital 96470 739 181y 39028 21
Training 869 4788 1933 7590 2
206507 122308 129018 457893 Ezl__
Less: Grant Funds Provided urder Project 1083505
Available Grant Funds as at 31 Dec. 1984 Usséesei2

Local Currency Zquivalent at T31.00=U$1.186 79741976

ii) Overseas Aid Donors .- have contributed manpower resources

to the Federation. During 19884 the following personnel

were provided:

Post Peraon Duration Ald Donors
Sec./Manager John Kreag 1/84 - 12/84  USA - USaid
Acting Secretary

Manager David Rushton 1/84 - 5/34 UK - ODA
Financial
Manager Patrick Blunt 7/84 - 12/84 " "

Fish Marketing
Manager Rickard Elsey 1/84 - 2/84 C.F.T.C.



Pish Manager Edward Cohen 1/84 - 12/84 USA Peace-

Vava'u/Nuku'alofa Corp.
Pish M?nager Robert Reutenzuer 9/84 - 12/84 USA Peace
ava'u
Corpe.
Marketing Assistant Maureen Kelly 1/84 - 12/84 USA Peace
Corp.

7.

Apart from the funding . nominal expenses in connection with
some of the above personnel the Federatizn has had the benef1t
of their services at little or no cost during the financial
year. It 13 the opinion of manapement that it would have cest
an additional $80,C00 to replace aid donor manpower used by

the Federation during 1984.

MELBERS SHARDS - repredents actual 3100 par value TCF shares

subscribed tc by meubter societies.

TINE SHARD DREFQOSITS ~ represents a 234 bonus on 168 atronage;
&=

106 Share Dividend for 1333 and a refund of some socliecties share-
holdings pa:d on a defurred besis, with maximum of 25% payable

in any ene financial year. The balunce on tne time share
accounts earn interest at the rate of 10% pe.a. calculated on

the average monthly balance and 1984 Patronage Bonus has been

added.



APPENDIX 4
TCF Three-Year Rolling Plan

(U



DRAFT

TOMGA  COOPERATIVE  FEDERATION  LTD.

SHORT TERM  OBJECTI/ES

1985

The following short tem objectives have been prepared by the nanagenent

of the TCF for consideration by the Managenent Cormittee. The objectives

are divided into the following major sections:

wHOLESALING

r1 SH MARKETING

IAND CRAFTS MARKETING
PRODUCE MARKETING

FARM SUPPLIES MARKTTING
INSTITUTIONAL DEYELOPMENT



INTRODUCTION TO TCF 3JYRS, ROLLING PLANNING PROCESS

Thig is the first time the Federation has started to prepare a longterm plan,
and as such it is an essential part of the development of a now very sucoess-
ful business, enabling us to renasin successful and to be able to offer an even
higher standard of service to our nembers in the future.

PLANNING PERICD

1,

3.

The period chosen for the long term plan is three years. This effectively
neans to say that when preparing our plan an attenpt is nade to try look
three years into the future fron 1st January 1985 -~ 318t Decenber 1987,
Next year the planning period will cover the next three year period 1986 -
1988, hence the name "rolling plan",

The next step is for the Managing Cormittee to give very careful conside-
ration to the "draft outline plan' asking thenselves the folloviing
questionst .

What is the purpose of the Federation?
Vhat businesses is the Federation in?
What services do nenbers want?

How can nember services be best provided?

Vhat obstacles lay in the path of the Federation in the next three
years? '

How can these ohstacles be overeone?

\hat opportunities are there for the Federation over the next three
years?

How can these opportunities be taken advantage of?

It is very inmportant that this process is covered by all nenbers of the
Managenent Cocmittee prior to attending the fomal neeting. ‘/here possible
di scussions should be held with the prinmary societies you represent,

Members of the lanagement Cormittee are then able to discuss their
individual opinions with others on the committee and with Senior llanagenent
staff so as to arrive at an "agreed outline plan" which all concernced are
ocomnitted too for the future.

Baged on the "agreed outline plan' Scnior Management will then prepare
necessary operating and capital budgets for 1985 (the first yeat of the
plan). These budgets are a financial representation ol the "agreed outline
plan" and provide the basis for assemsing the perfomance of the Federation

over the coning year.

During the operation of the plan it is the task of the managenent staff to
carry out the plan, and the task of the Managenent Coiraittee to use all
their resources to support the managenent staff in carrying out the plan:
and to nonitor the perfornance of the Federation towards achieving the
“"agreed outline plan® objectives.



LIIGTATIONS OF PLANNING

The "agreed outline plan" objectives hecause they are based on an attenpt to

look into the uncertain future and to provide an incentive for {:proved
nanagenent perfomance nay not always be achieved, and sone objectives nay be
easlly exceeded. It is for this reason that the plan rmust not be regarded as a
rigid statenent of what nust happen during the planning period, but rather a
guideline to help the Federation to plot a safe and successful course through the

uncertain seas «f toiorrow.

BENEF'ITS OF PLANNING

You will be able to recognise that planning prcvides an opportunity for nenbers
of the Managenent Comnittee to fully participate in deciding what the
Fedoration will be doing and how it will do it.

Planning provides for neaningfuvl discuesion to take place between the Managing
Comnittee and the Managenent Staff of the Federation enabling better undere
standing and creating an opportunity for staff and conmittee menbbrs to work
together as one tean for the greater bonefit of the nenbers based on nutual

trust and comon purpose.



TONGA _CCOPERATIVE FEDERATION
STATEMENT OF PURPOSE AaND LONG RANGE OBJECTIVES
1985 - 1987

BASIC PURPOSE OF FEDERATION

The purpose of the Tonga Co-operative Federation Linited is to provide narketing
snd other supporting services to the people of the Kingdon so as to:i-

- Meet the needs of primary producers through ocooperative marketing
- Meet the needs of consuners through cooperation
- Make profits and reinvest a signifioant portion of the profits in future

growth.
- Achieve and maintain institutional self-reliance
- Pronote unity and cooperation in the corxmnity
- Provide a high standard of service on a cost effective basis so as to

denonstrate best business practice.

MAJOR LONG RANGE OBJECTIVES

OVERALL/ATRMINI STRATIVE
1. To establish a permanent centralised adninistrative headquarter and sales
facility in Muku'alofa.
2, To contimuously exanine the structure of the Federation so as to provide
the highest qualities of services. .
3. To contimue to inprove inventory control and nanagenent.

4. To continue to inprove ordering systens and to nake purchases fron the best
possible sources to meet nmarket preferences.

Se To recruit, train and develop local manpower resources to be able to neet
the current and future needs of the Federation as a self-reliant lestitutie: .

6. To provide high quality cost effective services throughout the Kingdom to
include branch operations in 'Bua and possibly the Niuas. .

7. Maintain and Inprove Communications and relationships with menbers, staff,
goverment and the public at large.
8. To maintain and inprove profitability of all operations.

9. To naintain adequate liquidity through a retention of 2 significant
proportion of profite and Sound iinancial managenent.

10, To provide inproved conditions of service for staff as an example of best
enployment practicea in Tonga.

11, To investigate possible savings and withdrawal servicee of fering nore
convenience throughout the Kingdon.

. CONSUMER/WIIOLERALR
12, To provide a cooperative supemarket in Nuku'alcfa.

13. To gain a market share of 254 in the market that we serve.

14. To be alert to the opportunity to provids better services through acquiring
a pajor competitor.


http:retenti.on

15,
16.

17.
18.

190

20.
21,

22,

DEVELOPMENT ACTIVITIES

To seek to reduce the Conmodity Board nonopoly in copra and vanilla.

To inmprove wanilla harvesting and curing processes to as to maxinise incone
fron this crop.

To maintain a one-third share of the vanilla bean export market.

To inprove Tongan vanilla quality so as to obtain best export prices.

To be tite market leader in Tongan nmarine products with annual sales of
$500,000 by 1987,

To ingrease hand craft sales by 25% p.a reaching annual sales of $140,000
in 1987.

To provide marketing services for at least one new line of produvce each
year.

To establish agriculture and fisheries imputs marketing facilities in
Nuku'alofa, Vava'u and Ha'apail operating on profitable self-supporting
basis by 1987.

Lk Ty oS S s P S 2



10.
11

12.

13.

5.

i

HOLESALING

To eatablish a wholesaling bLranch in 'Eua to include fish narketing
facilities.

To provide freezer storage facilities at the Ha'apai branch as part of fis
fish nmarketing facility improvenents.

To buy and operate two new delivery trucks on Tongatapu.

To buy and operate one new delivery/warehouse collection truck for
Nuku'alofa.

To operate the existing Tongatapu delivery truck in 7ava'u to provide
delivery and warehouse collection services.

To rent a warehouse in Muku'alofa. (nininun size 3000ft2).

To create associate neribership status for establiched falekoloas
enabling them to share patronage.

To locate a site for building a future sales/warehouse/adninistration
conplex in Nuku'alofa. '

To provide regular sales representation and marketing information for
custoners in Tongatapu.

To obtain improved nerchandise facilities in Vava'u.
To achieve a 10/ gross nargin on nerchandise sales.

To echieve the following nerchandise sales:

$
Ra'apai 520,000 1232
Vava'u 700,000 - 1459
Tongatapu & 'Eua 3,000,000 21

54,220,000 OV

'Bua sales expeoted to average 35000 per week when
in full operation.

To investigate the viability of establishing a bonded warehouee in
Muku'alofa.,

FISH MARKETING

To achieve fish sales of $175,000 pa in 1985 (Vava'u $75,000, Nuku'alofa
$100,000).

Maintain a nininun gross profit nargin of 25%.
Explore the possibility of export sales.

To establish fish buying, ice making, and freezing facilities at 'Bua
as part of a new wholesaling branch.

To extablish fish buying, and freezing facilities at Ha'apai as part of ;7V
the Ha'apai branch. 1%



3|
4.
S.

1.

2,

4.
5.

FIS! WRKSTING

To consider and evaluate a lla'apal fish buying boat service to supply
fish to Nuku'alofa and if appropriate to inplenent either in addition
to (5) above or to coopliment it.

To establish a retail fishing supplies facility in Nuku'alofa as part of
a retail fishing and fam supplien outlet.

To operate fish narketing within a working capital facility of $15,000
plus cwiulative net profits,

To operate fishing supplies narketing within a working capital facility of
$15,000 plus cumlative net profits.

To break-even on fishing supplies narketing.

HAND CRAFTS MARKETING

To achieve sales of $90,000 increasing to $110,000 if larger facilities are
obtained.$5000 oi wales of traditional hand craft materials to producers

are projected.

To achieve a nininun nargin of 29,0 on all sales,

To increase wholesale hand crafted exports to $8400 PA.
To produce an export quality colout catalogue. |

To produce and distribute a direct mailing ained at the up-narket
sector for hand crafts exports.

To expand to a larger sales prenise in Nuku'alofa.
To provide as part of the expanded sales prenises:-
1. Spall luxury coffee shop
2. Tongan background nusic
3. In-store hand crafting denonstrations
To operate hand crafted narketing within a working capital facility of
$25,000 plus curmlative net profits.

PRODUCE MARKTTIHG

To establish a Fedcration controlled 3 tonne curing shed in Vava'u buying
green beans at market price for cash. 4

To purchase primary society cured vanilla beans at the prevailing narket
price for cash.

That all profits on vanilla to be allocated to the menber society tine
share accounts.

To contime to expand kava nparketing.

To market one new agricul tural crop.

~D
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11.

12.

FAR.: SUPPLIZS M.RKETI.G

To establish retail fam supplies facility in Nuku'alofa 28 part of a
retail fishing and farn supplies outlet.

To.achieve sales of $36,000.

To obtain an average gross margin of 20%.

To break-even during the year.

To operate fam supplies narketing within a working capital facility of

$30,000 pdus curmlative net profits.

INSTITUTIONAL DEVELOPMENT

To establish an appropriate institutional structure for the Federation
and seek necessary revesions to the tye-lawg and (if neceasary) the
Cooperative Societies dct 1973.

To establ ish seporate financing and financial controls for each of its
activities.

To recruit and train local staff for all key managenent positions.

To have an appropriate staff organisation structure with all necessary
posts approved to enable the three years plan to be achieved.

To review current employment probedures to include hiring procedures
and a renuneration package.

To have a well defined and understood nanagement systen with written
gurdelinzs on main operating areas.

To have all staff positions filled by salaried staff,

To enable nmanagenent to have sufficent authority delegated to it by the
Managenent Cormittee to enable the Federation to achieve its short and
long term objectives.

To establish a regular newspaper in the Tongan language for nembers of
cooparatives.

To train nembers of the Management Comittees.
To create an associate membership grade in the Federation's Wholesaling
business, which will participate in the wholesaling patronage through

the time share accounts.

To buy and operate on Tongatapu a nirni-van for adninistrative use.

F AT IEA R W R S I

D~

<=

o



Increasing Tongan/Polynesiar. population overseas,

Seek export narkets in US. painland/Hawaii, NZ,

fustralia (estinated to be over 50,000 Tongans plus

other Polynesiens). 14 E*a‘%

TCF _PLAIDING 1985 - 87
MAJOR OPPORTUIT TIES/BENEFITS
1
i OPPORTUNITY/BENZFIT PRIORITY HO.. TO INCREASE OFPORTTIITY (IF POSSIBLE)
L 4
} 1. Je have a large ownership base through prinary Create a logo for the Federstion Incorporate the
l societies. logo into goods handled by the Federation.
; 2. We have a Unique position in being able to s Create aid donor opportunity slots with wxritten
; attract foreign aid. | project profiles. l
1
: |
l 3. Our staff generally have very positive attitudes ; Keep the ideas flowing and pair.iain williingness to
: (success.follows success. i try new things. .
| l S R |
: 4. e have a good financial reputation with outside Keep naking profits. l
I coormuni ty. ! Maintgin stroig financial policies.
i . Produce a professional looking anmial report.
' 5. ‘eakness of Foreign conpetitors. ! Be alert to all possible opportunities and be able |
§ ’ to act quickly. !
| : |
! 6. Tongan competitors are not as well organised as i } Contimue to inprove TCF organization to take !
! TCF. . advantage of pgrowing narkets. ;
: ! ‘
| 7. The Vanilla industry is expanding. Sane as 6 above. |
‘ y ng !
! | , i
8. Consuner consunption is expanding. I i Sty & b WLY\'.Q g
{ |
| |
]
|
t
1
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TCF  PLAIMTING

1985 - &7

JUJOR PROBLEIS

PROBLE.

PRIORITY |

IO® TO INCREASE NPPORTUNIZY (IF POSSIBLE)

1.

Riette's are not quite playing it straight
or ~7iving us the best service. (This is
considered a nild problen).

I'eed suppliers of US and Chinese goods for
checking quetes and as alternative
suppliers. ’

Local agent for llestle's in is not
Tesponsive to orders.

TCF cannot benefit from liquor sales which
are doninated by foreign businesses. This
is high profit, low cost line of business.

Lack of counter cyclical shipping between
Tongatapu - Vava'u & lla'apai.

rrice control regulations nake three tier
distribution in the country difficult if

not inpossible.

It is extrenely hard to recruit highly

¢
1
|
!
!
]
|
1
|
!
!
'
i
1
!
!
!
I
!

qualified personnel in the Tongan cormunity i
in part due to lack of bvelief in TCF's longi

tern stability.
Thig is a poor public inage of TCF.

A lack of adequate raw materials for hand
craft producers.

o e e r—— ——— —— — ——n + = "o ¢ e ® o

Look at changing suppliers in Australia.

Contact Rritish High Comnissioner/Hongkons trade
agency direct contect.

Contact Papo Pago Supplier for US poods.

Obtair. Jestle's agency through continued pressure.

Try to obtain a retail/wholesale alcohol outlet in
Iwu'alofa.

Negotiate with ATA (or another competitor for a good
freight rate and a better schedule.

Present case to linistry of Labour, Comerce &

Industry roquesting 2 change in price control
regulations.

- recrult fron oversezas
— increase staff training
-~ inprovenent of systens and orgenization

Inprove public relations.

TCF to approach MNAFF and growers on planting crops to
provide new naterials. Seek new sources particularily
fron outer islands.
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FROBLEM

PRIORITY!

IOV _TO_INCREASE OPTORTUNITY (IF POSSIBLE)

Lt Ty ——

10. A shortaée of fish!

11. Price coopetitiveness of TCF products
passed on by retailer to consuner

not

{

!

- TCF ice boxes to be transferred fron Vava'u to
Ha'apai.

-~ More ice boxes in Tongatapu.

~ Extension of buying to Ha'apai.

- Try to encourage our own prinary societies to follow!
TCF retail price advice.

- Mk uih prinas o Lo pupplias) Jo
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