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SUMMARY OF FINDINGS AND RECOMMENDA1 TONS

Overall, the project has progressad exceptionally well.
From a purely business standpoint, progress has been just short
of phenomenal. Nevertheless, much remains to be done hafore the
federation achieves its objective of self-sufficiency and
realizes its full potential. This summary outlines action to
achieve the goal.

1. Finding: Financial goals have either been met or exceeded
except for gross margins, and this has significantly improved
since the project began. Anticipated gross sales at the end of
the project were set at T$450,000* but were exceeded by
T$1,791,000, or nearly five times more than projectad. As a
commercial enterprise, the Tonga Cooperative Federation (TCF) is
a financial success.

Recommendation: Continue efforts to increase gross profit
figure to nine percent or higher.

2. Finding: An accounting and information system has been
installed and personnel trained in its use, except for a chief
accountant and head bookkeeper. For reasons explained later, it
has been impossible to hire a Tongan suitable for training for

the chief accountant position. The board of director's
reluctance to offer an adequate salary for this position has been
overcome and a search begun. The decision to hire a head

bookkeeper is a new one brought on by the inability to hire an
expatriate chief accountant. The chief accountant is leaving in
May 1984 to be replaced by another provided by the British
Government's Overseas Development Agency (ODA).

Recommendation: Continue to search for a chief accountant.

*T$=Tongan dollar
*U.S. $1o°°-Tslo°5
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3. Finding: Post project expectations, especially the one
calling for TCF to be managed by a Tongan at the end of two
years, have not been met. Good progress has been made on other
goals such as "sound financial position,” "member support,"
"public confidence," "self-supporting" "competitive supplier,"
and "reljable market for vanilla." A Tongan with potential to be
trained as a general manager was hired in October 1983. Another
12 to 18 months of TA will be required for him to acquire the
necessary level of training and experience to manage the consumer
wholesale operations. But the diversity of TCF operations will
require even more time to train him as general manager of all
operations -- vanilla, fish and handicrafts marketing, farm
supplies and consumer wholesale. Lack of a Tongan chief
accountant trainee further complicates the top management
training situation.

Recommendation: Continue to train the potential Tongan
general manager. Initial emphasis should be on training him to
make the day-to-day decisions, the area where he is weakest.
Later he can be introduced to more management techniques and take
a short course in selected management subjects in the U.S. After
this, he should participate with the expatriate general manager,
other top staff, and the board in developing a five vyear
development plan for TCF.

The Tongan selected to eventually be chief accountant should
be trained largely by the expatriate financial manager expected
to arrive by May or June 1984. He should also be sent to the
U.S.A. for a short course in financial management.

Both men should come to the U.S5. for 2-3 months of on-the-
job training with counterparts in a regional marketing
cooperative. Both should also be enrolled in an intensive short
course which addresses their area of need.

4. Finding: Looking ahead, TCF will prepare a fjive-year
development program, taking into account all major functions now
being considered by management:

a, cooper.-ive wholesale operations
b. fish marketing

c. vanille marketing

d. handicrafe marketing

e. farm supplies

Program elements for each function have been outlined with a
suggested planning structure.

Recommendation: Involve the top management staff,
expatriate general manager, financial manager, the Tongans being
trained to replace them, and the board of directors in developing
& long-range plan. This exercise would serve as an axcellent
training technique and the completed plan would be a blueprint

for Tongan management when it takes over.
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5. Finding: A critical problem in cooperative wholesale
" operations at this time is how to improve the ratio of member to
non-member business. About 20 percent of the merchandise sold by
the wholesale store is purchased by member societies., but more
than half the merchandise in their shops is purchased by
non-members. In most countries this would not be allowed, but
the Tongan Cooperative Act permits it. The major reason for the
societies doing such a large business with non-members is that
they do not adhere to a policy of open membership. Societies are
organized around common bonds such as family or church. Store
volumes are small and operations are inefficient.

Recommendation: Suggested actions to overcome this problem
are listed elsewhere in this report. They involve:

a. increased cooperative education and member relation
efforts.

b. allowing more than one society to be registered in a
village.

c. opening of one or more federation stores in selected
areas to demonstrate the advantage of larger stores.

d. management contracts with several society stores to
help them improve their operations.

e. more contact with societies by representatives of the
cooperative wholesale department, and

f£. improved delivery services to the member societies.

6. Finding: The fish marketing operation is 1losing money
Primarily because of the low volume of fish being offered to the
federation for sale. It has averaged about one ton a month.
Estimates indicate two to, two and a half tons are needed to
break even. The Government of Tonga appears anxious to have TCFP
become the major marketer of fish and has already turned its new
fish marketing facility on the island of vava'u over to TCF, but
NO written agreement has been signed. The Foundation tor the
Peoples of the South Pacific (FSP), a PVO with a USAID-funded
fisherman-training project in Tonga, is also counting on TCF to
Provide a market for the fishermen it is training.

Recommendation: There are numerous technical problems
associated with development of sound fish marketing, so a
recommendation is outlined in this report for a fish marketing
expert to be called in quickly after the agreemerit betwesan the
Tongan government and TCF is signed. The expert would help sort
out some of the prnblems and assist in preparing that part of the
long-range development Plan that pertains to fish marketing.
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7. Finding: Vanilla marketed by the federation has been highly
successful. Quality has _Leen improved and good prices have been
obtained for member producers. Although it has not been a
money-maker for the federation, no losses have resulted and much
good will has been created. Some of the societies want TCF to
provide a central curing service and arrange for funds so that a
more sizeable advance payment can be paid by societies to their
members when green beans are delivered for curing. The
federation is studying both requests.

Recommendation: Requests for a central curing operation and
securing more funds are sound. This year only a limited number
of the smaller societies will be offered the curing service. If
it proves successful, it should be expanded to include others.
This central curing system shoula be able to employ better curing
standards, thus improving the quality. Artificial heat should be
considerec in the process to shorten the curing time, which now
takes three to four months. However, this may take some years to
develop and institute.

8. Finding: Handicraft marketing is progressing. Gross sales
rose from T$12,410 in 1982 to T$58,092 in 1983. The handicratft
producers are being organized into island-wide cooperatives.
Tongatapu is the first to be organized.

Recommendation: This action should be spread to other
islands if it proves successful in Tongatapu. Carsy should be
exercised to educate members about the purpose of the cooperative
and to help establish meaningful functions for ic. TCF must
retain authority to set quality standards and the prices it will
pay for handicraft items.

9. Finding: Interest in having the TCF provide a farm supply
service t> agricultural producers seems to be increasing. This
idea is being advanced by the cooperatives derartment and hy the
Ministry of Agriculture, Forestry and Fisheries (MAFF).

Recommendation: This {dea should be carefully explored
before TCF becomes deeply involved. It is already handling a few
farm supply items tnrough its member society consumer shops.
Attention should be given to demand, government policy,
facilities required and the reaction of present firms in the farm
sSuUpply business. However, ve.y gradual expansion in combination
with sales of fishing supplies would appeadr to be a safe and
prudent approach for now.
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I. PROJECT OVERVIEW

A. Background

ACDI's involvement was initiated 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 discussions and
Planning leading to the start of a project in Tonga. On January
28, 1982, John Kreag arrived to begin a two-year assignment as
general manager of the federation.

ACDI's Donald Crane visited Tonga from October 21 to
November 4, 1980 to study the TCF situation and prepare a report.
Mr. S. Whittakar of Britain's CLEAR Unit (Cooperative Liaison,
Education and Research), examined TCF's financial records and
management problems and presented a detaijiled report in July 1980.

Bruce Gervan from Voluntyer 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 OPG proposal and the
subsequent program.

B. Apprcach

The agreement between ACDI (grantee) and USAID (grantor)
September 10, 1981 stipulates project evaluation as the primary
responsibility of the grantee (ACDI). Accordingly, ACD1
established an evaluation procedure and schedule to comply with
the agreement. The evaluation method used is based on the
"logical framewcrk" system. It outlines the purpose, goals,
objectives, and determination of inputs required and assumptions
to be met for achieving desired results. Indicators are selected
and meagured to determine when goals or objectives have been met
and program purpose(s) achieved.

The Tonga project started in January 1982 and Phase I has

been completed. A two-year Phase II proposal has been made by
ACDI and awaits official approval from USAID. The present
evaluation covers accomplishments during Phase 1I. A mid-term

evaluation was made by VOCA's Gervan in February 1983,
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II. CONDITIONS AT BEGINNING AND END OF PROJECT

A. General Situation

TCF was organized in November 1977 to serve 60 or more
Primary cooperative societies selling consumer goods to members
and non-members. It was intended to operate as wholesale
supplier of consumer goods for the societies, giving them some
economic advantages due to scale of purchase. By September 30,
1980, TCF had trade debts of about T$89,000. At that time one
dollar of U.S. currency equaled T$0.84 (and now T$1.05). TCF had
T$27,000 cash in the bank and T$23,000 in stock, questionably
valued at T$20,000. Accounts receivable were considered
uncollectable. In fact, it was bankrupt and ready to be closed
by the cooperative registrar's office. Because of incompetent
management, TCF had failed to generate a sufficient mark-up on
goods and sufficient volume of business to be a viable
organization. The Whittaxer and Gervan reports {dentify
additional reasons which only add support to the idea that poor
wholesale level management was the basic problem.

The primary societies were of course having some problems
because of the failures of their wholesaler (TCF), though they
continue to operate. It was felt that TCF's problems could be
corrected. Details of the action initiated through the project
and the results achieved are subsequently discussed.

B. Specific Goals and Achievements

The purpose of this project was to build TCF into a sound
and viable cooperative organization capable of serving its
memhers. A series of goals were developed and assumptions made
based on achieving them. Results of the effort are presented in
the following tables.
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Table I ACHIEVEMENT OF TCF FINANCIAL GOALS
Expected at end Achieved Year
Goals of Project (1984)
ttttttttttQtttttttttttt'tttt'ttt"ttQQQQ'tttttttttt't'ttttttt
A. Gross Sales $450,000 T$541,000 1982
TS$2,241,000 1983
B. Transportation 1.25-2,50% 1.10% 1982
Costc* 0.90% 1983
C. Administrative 7.50% 3.70% 1982
EXxpense** J.10% 1983
D. Gross Profit 9.00% 5.5% 1982
7.0% 1983
E. Current Ratio**w 2:1 2.5:1 1982
231 1983
F. Inventory Turnover
No Target 7 Times 1982
: 14 Times 1983
* Wholesale only

e Total excluding transportation
*** Ratio of current assets to current liabilities

t."""'.Q'Q"'."'Q'Q't""."Q'.'.QQQQQQ.'QQ"'."..QQQQQ'Q

Based on -these figures, it is apparent that financial goals
were either met or exceeded except for gross profit. Progress in
achieving this is very good, especially since gross profits were
almost zero and TCF was T$56,000 in debt just prior to project
startup. Bacause a larger percentage of TCF's merchandise is
purchased from overseas outlets; the gross margin should
increase.

The major indicacor, qross sales, exceeded {ts goal of
T$450,000 more than four times. Administracive expenses have
been cut to less than halft of the goal. (3.10 percent compared
with the goal of 7.50 percent),
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Table 2 -~ TCF ORGANIZATIONAL GOAL ACHIEVEMENTS

#QQQQ'QQQ'Q"Q#*Qti#####'###"*#'tt't#t#"#'t#'i"""'t"""

Goals Expected Status
a. Institutional Prepared, Updated Original proposal
Development Plan plus plan for

2 or more years

b. Organizational Chart Prepared, Updated Needs updating
€. Job Descriptions Prepared, Updated Done
d. Operating procedures Prepared, Updated hone

for significant
recurring tasks

e. Accounting & Infor- Installed, personnel Done, except for
mation Systems trained in their use chief accountant

""""""'t'"'Q'"""""""""""""""""""""

The most serious shortfall regarding organizational goals is
in the accounting and information system. Finding a capable
Tongan to train as replacement for the exXpatriate manager has
been very difficult because of the TCF board's reluctance to
authorize a salary high enough to attract a suitable person. By
October 1983, the manager was finally permitted to hire a man for
between T$6,000 to T$8,000 per year. This employee is now in
training but will need another 12 to 18 months before he can
assume the managership.

Another Tongan was selected last fall to fill the financial
manager position. However, his current employer then doubled his
salary, causing him to stay where he was. The federation then
crested a head bookkeeper position and recruiting {s now under
way.

The original project proposal did not establish quidelines
or goals requiring the manager to use sophisticated management
training techniques. Management practices were learned as the
business moved ahead. Considered this way, the project can be
judged a huge success. But if examined in terms of what would
happen if the expatriate were to be pulled out st this time, the
result would be disastrous. Had the concentration been on
training, using more formal and sophisticated methods. successful
business results would most likely not have been achieved. The
original premise of completely rehabilitating TCr and returning
it to Tongen management (n two years, was not realistic. In
fact, the original projections for a three-year program were
reduced to two years, reflecting the need to see if positive

accomplishments could be achieved.
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III. POST PROJECT EXPECTATIOWS

In reviewing post project expectations consideration is
given to events that significantly changed the project's
character. For example, when the Planning goals were exceeded,
original expectations may no longer be a valid indication of
achievements. For instance, anticipated gross sales upon
completion of the project were T$S450,000, but by the first year
were exceeded by more than T$91,000, and by T$1,770,000 the next
year. Management requirements for. a $500,000 business are not
the same as for a $2,250,000 business. The goal of being
totally self-supporting at the end of two years may no longer be
valid.

The implication at the outset of this project was that it

would be extended beyond the two original years. Although such
a4n expectation was not certain, the anticipation of it has
affected priorities. As a result, it is likely that sounder

decisions have been made and better results achieved.

In the original project planning, vanilla and fish marketing
were given scant attention and handicrafts marketing was not even
mentioned. These have now become important TCF services along
with wholesaling consumer goods. Since they were not originally
considered, no base line data or goals were established for them.
This makes it difficult to evaluate goal accomplishment and
impact from TCF operations. It also affects the validity of
original post-project expectations.

The following is an evaluation of post-project expectations
as outlined in the planning document:

A. TCF's consumer wholesale operation has achieved a sound
financial position. Gross annual sales have far exceeded the
goal established (T$450,000 by December 1983). Gross sales

actually reached T$2,241,000. All other financial goals were
either met or exceeded éxcept gross margins, and exceptional
progress is-:-being made to achieve that.

B. The goal of "capable management," that is, turning over
control to the Tongans, has not been achieved, but progress is
being made. During the evaluation, operations at each level wvere
reviewed and discussions were held with some kuy employees. The
staff below the level of wholesale and financial managers are
functioning well, but may need some further training and
experience.

For perspective, when the project began about two years ago,
there were only three employees beside the expatriate manager.
There are now 21 full-time employees plus 10 working on a daily
paid basis. As of February S, 1984, five of these 10 became
salaried (full-time) employees. Of the 21 regular employees only
10 were working (n 1982 (Appendix B).
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The tour of duty of David Rushton, made avajlable by the
ODA, ends in May, but ODA has agreed to replace him for two
years. TCF continues to search for a suitable Tongan to be
trained for this position, but prefers Rushton's replacement
participate in the screening and selection of this person. TCF's
manager is keenly aware of the scarcity of Tongans qualified for
this position and would hire a highly qualified person, if one
could be identified in the interim.

Another indication of progress toward establishing capable
management is that most of the organizational goals have been
met. TCF's role and functions in vanilla and fish marketing
require further effort. The manager is developing a more precise
long-range plan for these activities.

The manager recently observed that when he took over in
January 1982 and for a period thereafter, the board tended to
more or less "rubber stamp” his requests. Gradually they assumed
a4 more spirited role, more in keeping with a board of directors.
There is growing evidence the board is becoming capable of
functioning effectively.

C. The goal of "member support of the cooperative
wholesale operations" has increased markedly since the project
began. At that time the members (primary society stores) seldom

purchased merchandise from the wholesale department. At first,
the entire monthly volume of business for the wholesale
department was around T$1,000. The primary societies were

purchasing stocks from other local wholesalers. Even after the
cooperative wholesaler was nearly bankrupt, the societies barely
changed buying habits.

Figures on volume sold by the cooperative wholesaler to its

members in 1982 were not available. In 1983 the figure was
T$427,151 or about 20 percent of total volume of wholesale
merchandise business. This percentage would be higher it

additional items were stocked such as eggs and bread, and if
mutton flaps (a popular low cost New 2zealand product) were
regularly avai{lable.
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Growing member support for TCF is indicated by the extent
they market vanilla beans through ijt. In 1982, TCF marketed
member vanilla beans on the export market at a value of
T$295,000. This represents most of the vanilla crop delivered to
member societies. In 1983, TCF again marketed all member beans.

A major reason for this high member support is that TCF
management worked with key personnel in the Ministry of
Agriculture and the cooperatives department to improve the curing
ratio from 5.23:1 to 4.08:1 in 1982, although it declined
slightly to 4.6:1 in 1983. The federation was able to obtain a
better price for the beans because buyers wanted a larger supply
than individual sociaeties (members) could provide. In spite of
growing member support, it still needs to be increased.

D. The goal of "public confidence" is difficult to
measure. There are, however, some indicators, mainly the
attitude of those who have business relations with TCF. Tonga

Development Bank (TDB), Ministry of Agriculture, Forestry and
Fisheries (MAFF) Cooperatives Department, Bank of Tonga, and

local wholesale suppliers. The excellent support and working
relationship TCF has with these institutions indicates public
confidence. TCF can now borrow the maximum amount TDB can loan

and also borrows from the Bank of Tonga. The Commodities Board
gives approval to the federation to market all of the vanilla
from the primary societies. Wholesalers in Tonga do business
with TCF, both buying and selling. About 60 to 70 percant of the
federation's merchandise is sold to retajilers other than primary
societies. It would be preferable if these percentages were the
other way around, 60-70 percent to members. Management ig
considering ways to increase the percentage of business with
members and strengthen member societies.

E. The goal of the "federation being totally
self-gsupporting and capable of expanding its activities through
retained earnings and borrowings" has not been achieved, although
pProgress has been made in that direction.
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In 1983, for the first time since 1978, it realjzed a
profit. The wholesale merchandising operation showed a net
margin of T$51,163 and the handicraft operation Ts$4,092.
Unfortunately, a T$13,125 loss in the fish marketing operation
left a net margin from all operations of T$42,130. TCF has not
achieved its goal of a nine percent net margin, but is moving in
that direction as more of ijts merchandise is purchased ovarseas
and not from local wholesalers. In 1982, its net margin was 3.5
percent but increased to seven percent in 1983. All earnings on
non-member business go into a retained earnings account and are
used to operate the business. Due to the high ratio of
non-member to member business, retained earnings for 1983 are
significantly over T$42,000. When the project began in January
1982, TCF was already T$56,000 in debt for a loan securad from
the TDB to repay a debt incurred before the project began. This
loan is being repaid on a monthly basis and has now been reduced
to T$50,796. Had TCF not increased its gross sales way beyond
the planned target, its financial requirements would have been
far less. By this time, it would have reached, or been closer
to, its goal of financial self-sufficiency. On the other hand,
its economic service to members and consumers would have been far
less. If the fish marketing potential is realized, it could
eventually overshadow all the ocher operations of the federation.
Vanilla marketing operations as now conducted are on a break-even
basis. The fact that two expatriates are still required as a
general manager and financial manager, indicates TCF has yet to
meet this goal.

F. The goal of "cooperative members economic position
improved due to a dependable source of competitively priced
consumer goods and production supplies” has been accomplished for
consumer goods. Tha federation has sold only a limited amount of
production supplies. Demand for this service has not
materialized. That gross sales of consumer goods were
T$2,241,000 in 1983 and T$541,000 in 1982 is an indication of
customer satisfaction with TCF merchandise. As further evidenco
of its market impact, gross sales in the first quarter of 1982
were only T$1,341,00 compared with the last quarter of the vyear
when gross sales were T$244,000.

G. The goal of "providing a reliable market for member
produce and a powerful spokesman for thair interest" has been
realized for vanilla, the only crop macrketed, Each member

society that takes deiivery of green baans from individual
producer members dries the beans and the federation sells them on
the export market for the socleties. Beginning with the 1984
crop, TCF plans to offer a drying service. Some of the smaller
societies will avail themselves of this service. 1If it succeeds,
more societies may wish to use this service. Eventually all of
the member societies may have the faderation dry their bheans in
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centralized dryers. In time, artificial heat may be used in
drying rather than drying in the sun. If this can be done,
curing time may be significantly reduced from its present three
months to possibly a week or less. Saving interest on loans tied
up for three months in vanilla beans during curing would be
significant. Labor cost could be reduced and quality improved.
This should more than offset artificial curing equipment and cost
of facilities. Now that TCF has good management and improved its
financial position, it should look for other ways to better ijts
members.

To date, there has been no pressure from member societies
for TCF to market other crops. If this occurs, TCF's experience
in marketing vanilla should help it appraise the situation.
Technical help might be needed during the decision making
process, not unlike any other well managed organization.

TCF is a force in Tonga as evidenced by vanilla not being
marketed or tightly controlled by the Commodities Board. In
addition, the Government of Tonga wants TCF to take over much of
the fish marketing in the country. It is offering to turn over a
new fish storage and marketing facility in vava'u to TCF. The
terms for doing so are not known at this time, but indications
are they will be reasonable.

IV. LOOKING AHEAD

Good prcqress has been achieved during the two years the
project has operated. However, it has not completely
accomplished its overall purpose of building up TCF to a sound
financial level with a trained Tongan management staff. Perhaps
this was not, reasonable goal to expect in two years. The
project still has some time to run under the original proposal,
but it will take longer to bring this organization to the desired
level. Much work remains to be done.
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Non-member Business

The cooperative wholesale business sells over 80 percent of
its merchandise to non-members. Of the 20 percent sold to the
member societies, about 50 percent is sold by their stores to
non-members. This means about 10 percent of TCF's merchandise
goes to consumers who are members of a primary cooperative.

The cooperative department reports there are 65 primary
societies in the federation. About 3,000 families are members of
these societies. On the basis of an average family of six, the
total number of persons served by the societies is 18,000.
Because 50 percent of society business involves non-members,
there are another 3,000 non-member families doing business with
these stores. In addition, most villages appear to have four to
five shops stocking merchandise similar to that carried in the
cooperative shop.

Assuming far more people shop non-cooperative than
cooperative, why isn't there more cooperative member business?

During the evaluation, a number of cooperative societies
were visited and information obtained provided some ideas on the
problem. Mr. Greenslade, registrar of cooperatives and John
Kreag, federation general manager, also provided some perspective
and ideas. All agree these societies were formed by groups with
close common bonds such as church or family. Further, that
experience has indicated a great reluctance to open up membership
in these societies. All agree that most of the societies are too
small to be efficient, but merging them without some powerful
incentive would be difficult and perhaps impossible.

In a meeting with the registrar of cooperatives, further
ideas were discussed about what could be done to improve the

percentage of business with members. Efforts should be
concentrated on increasing member business not decreasing
non-member business to improve the ratio. The cooperativaes

department is changing to allow more than one cooperative society
in a village to be registered. TCF will work with several of the
more viable societies to improve their merchandising and show the
advantage of opening up membership to others. Board members will
be involved in the effort to increase membership.

TCF may set up a special store in two to three villages with

open membership. In conjunction with the cooperatives
department, TCF will put more emphasis on improving member
relations and communications with the primary societies. The

cooperatives department's newsletter will be given wider
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distribution. It now goes only to secretaries of societies. A
TCF staff person will regularly contact the primary societies to
improve. their operation and enhance communication between primary
societies and the federation. Improving the non-member situation
should be given high priority. Tonga's population is around
102,000 or about 17,000 families. Six thousand families are now
purchasing from the cooperative societies, but only half are
actually members. Hopefully, potential members may be obtained
from membership drives and other ideas.

Training - Replacement and Management

TCF has hired a person it considers trainable to become
general manager and a future financial manager is being sought.
Alexis Huni is the candidate for the manager post. He has a good
education, having been trained for the priesthood in New Zealand.
He was ordained and served as a priest for seven years. He
resigned for personal reasons and later worked for five and
one-half years with an international organization in New Zealand
looking after the welfare of Tongans there. He later decided to
resettle in Tonga and began working with the Tongan Council of
Churches before joining TCF. He is between 35 and 40 years old,
presentable and pleasant, and experionced in dealing with people.
He has had planning and organizing experience, but lacks business
training and experience.

Mr. Huni is wholesale manager and directly supervised by the
general manager. From this major and highly sensitive position
he is learning the most important operations of the business. He
is being taught to make day-to-day decisions such as where and
how to order, prices, discounts, rebates, insurance, storing,
stocking and delivery. Later, he will be introduced to planning
and control of the operations. Even now he attends the board
meetings as an observer. In time he will become a participant
rather than an observer at these meetings. Assuming Phase II of
this project is approved, Huni and the future financial manager
should be sent to the U.S. for a period of management training in
1985. While in the U.5., it would be advisable for them to visit
two or three cooperatives and discuss their management systems.

Both Tongans should be Placed with counterparts in a
regional marketing cooperative. The general manager should
observe all aspects of that Job and accompany the U.S. manager on
his daily rounds, attend staff and board meetings, and gqenerally
observe the complete operations of the coopecative. The chie?f
accountant should work side-by-side with the controller or

financial manager of a large regional cooperative. In addicinn,
many good short courses are offered by cooperatives as well as
private training institutions. Both Tongans should be enrolled

in an intensive short course which addresses their area of need.
The general manager will Probably want to modify requirements as
he further evaluates the training needs of his future replacement
and the financial manager.

m Agricultural Cooperative
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Given the relative maturity of the project, it is time to
move on to a more formal management system to develop increased
participation of Tongans in the management process. This does
not mean Tongans have not been involved in the decision-making

process. The manager has cited numerous occasions where the
board and key employees have been informed and consulted and
participated in management decisions. The meeting this

consultant attended during the evaluation indicated board members
are increasingly participating in the management of the
federation. But more ways should be found to involve the
Tongans. The manager will consider actions to implement it.

The ACDI evaluation Paper calls for a long-range development
plan with substantial involvement by key Tongan employees
including the future general manager and financial manager. The
manager believes it will be a useful training device and
essential to the success of the plan. If this suggestion of
having the board and the management employees participate in the
long-range development plan is accepted, only the preliminaries
should be conducted until the manager trainee has returned from
the U.S. Also, the new expatriate financial officer is not yet
in-country nor has his counterpart been hired. Both are vital to
the development of a successful long-range plan.

Elemenzs of a Long Range Development Plan

The framework for such a plan includes decisions about
what to accomplish and its purpose. Goa.. are then established,
functions identified, and pertinent policies and assumptions
established. Finally programs and projects are defined with
work plans, implementation schedules, budgets and a plan for
evaluation. In simpler terms, the plan describes what is to be
accompliched, why, how, when, cost, and methods of testing these
when the plan has been completed.

In the following section what should be accomplished in such

& plan and reasons are outlined. This may be used as the
beginning of a long-ranqge plan to be developed in conjunction
with the board and management trainees. Major federation

functions over the next five years will likely be a continuation
and strengthening of the cooperative consumer wholesale
operation, expanding and improving vanilla bean marketing,
developing viable fish marketing operations, further
developingand expanding handicraft marketing and developing a
farm supply operation. These functions are considered next in
the order listed.

m Agricultural Cooperative
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Cooperative Consumer Wholesale Operations

TCF's progress in increasing sales over the past year has

been phenomenal. This is shown in Chart No. 1 (Appendix H,
Monthly Sales-Wholesale). A look at Chart No. 3 (Appendix 1)
indicates dimensions of hiring and training staft. When the

project began in 1982, TCF had only three employees. Today, it
employs 31 full and part-time workers (Appendices B8 and H). One
of the ways to perpetuate success is to keep moving ahead. This
pProject is no exception. The general manager has outlined
numerous actions that are already under way or will be initiated
to maintain progress. Actions under way were in part developed
in conjunction with the board. Future actions should be
considered now to be incorporated in the long-range development
plan.

Action should be taken to reduce “leakage"” in the
operations. For 1983, the figqure was T$41,000 or two percent of
gross sales. Included in this figure are losses due to numerous
causes such as pricing errors, spoilage, damaged goods, and
pilferage. As employees become more experienced and better
trained, the situation should improve. Top staff will learn how
to more effectively lower the "leakage" rate. Using the computer
a8 proposed in Phase II also should help reduce this problem.

Efforts to increase gross margins should continue.
Significant progress is already being made. First year gross
margins averaged * 3 percent. By the end cf the second year,
they increased tc ven percent. A larger percent of merchandise
was purchased --m larqge overseas firms chat offered better
prices and sales conditions. A future goal of nine percent has
been established. When gross margins are increased, net marging
usually follow. This year, for example, a two percent patronage
dividend is being paid to %4 societies on the basis of 198)
volume o! T$410,000. Another problem is that tax exemption for
cooperatives ended last July. TCF will not feel any effect of
the change in tax status for about two years. It can carry over
prior losses and deduct patronage dividends and interest paid
to primary societies. The societies do not have those deductions
and will have difficulties competing with similar-sized private
businesses that do not keep records and pay minimal taxes.

Additional space to store merchandise is required in
Nuku'alofa and Vava'u. A future store will be established on the
island cf Ha'apei. Sales spece (n the stores in Nuku'alofa are
crowded and will require expansion.

m Agricultural Cooperative
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A computer system to control inventory is needed. At the
present time the merchandise operation is turning over
T$2,250,000 and does not even have a cash register. Wholesale
operations are hampered by a lack of sufficient delivery trucks.
Efforts are needed to increase the percentage of member business
relative to non-member business. Suggestions for accomplishing
this are presented elsewhere in this report.

Working with the cooperatives department, TCF can develop

and institute a meaningful member-relations program. It
successful, it should help increase the percentage of member
business. In the same vein, societies need to improve their

merchandising practices and open up membership.

Through demonstration Projecti, the primary societies can be
shown the advantages of expanding membership and size of their
operations. With help from the Cooperatives Department some
short cooperative education courses should be conducted for the
TCF scaff,

Similarly, the cooperatives department can help introduce a
system to monitor the election of board members in the primary
societies. During the remainder of the project, staff training
should be stressed with {ncreased emphasis on more formal
training than was previously possitle.

Vanilla Marketing

Vanilla beans come from vanilla plantifolia, the only orchid
that produces an edibie product., Its original home was in
Central and South America. In the past decade, vanilla has
gained an important Place in Tongan agricultural exports,
éccounting for just above 17 percent in 1982. Most of the
vanilla (s produced on the island of Vava'uy.

Producers grow the vanilla vine under palm trees and use
Emall trees to support the vine. It takes the new plants three
years to flower. The thousands of blossoms produced on the vines
must be hand pollinated to produce beans. A small number, those
judged as bean producers. ave selected for pollination. The
labor i{ntensive operation requires trained workers to ctransfer
the pollen from the blossom to the stigma. Eight mnonths after
pollination, mature green beans are ready for harvest. The beans
onter a curing proceas. Beans are placed in water up to 14%
deqrees r. for three minutes, o process called called "killing"
the bean. Next, they are Placed in & sweat box for 48 hours and

then dried in the sun. In some places an oven is used. Sun
drying requires three hours per day tor seven days. Beans are
taken . each night and during showers. After this they are
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placed in a drying shed for one to two months. Then the beans
are bundled and placed in trunks for another two months.
Finally, they are removed. sorted and prepared for shipment. The
curing process takes three to four months.

Primary cooperative societies are operating facilities to
cure their members' beans. The beans are sold on the export
market by TCF. It also secures financing from the Tonga
Development Bank for the societies to make advance payments to
members when green beans are delivered. Last year the advance
payment was about TS5 per kilo and the final payment just above
TS$8. The federation deducted from the sales fund an amount
estimated to cover costs of providing thase services. In 1983,
it was a break even proposition for the federation.

In 1984, TCF will offer a bean curing service to che
societies for the first time. If successful, it's possible all
curing could be done in central facilities owned by TCF. The
federation believes it can improve the bean quality and lower the
cost of curing. During the two years of federation management,
great progress has been made 1n improving quality and volume of
cured beans. TCF was awarded the first private license in Tonga
to export cured vanilla beans. By helping the societies improve
quality and volume, TCF has helped producers obtain a better
price. The federation should look into the feasibility of
central curing using artificial heat. Time and labor could be
reduced. Effect on the cured vanilla bean is a critical question
to be answered by experimentation. Another factor to consider
is market potential. Last year the federation marketed its
member societies' beans for TS6).70 a kilo. Prices have
increased significantly in recent years and plantings increased
accordingly (n Tonga. Vanilla, however, could face glutted
markets in the future. Tonga 1s fortunate in thac the government
does not require growers to sell to a commodity board as in most
other vanilla-producing countries. The board usually takes a
toll for the government, thereby lowering the price incentive to
growers.

Member growers have expressed some disatisfaction with the
edvance payment price of about TS5 & kilo paid by their societies
when green beans were delivered for curing. Because of the high
demand for green beans in 198) dealers ware offering TS$1O0 o
812 a kilo. The sacond payment added a little more than TS$B8 a
kilo, for a total price of more than T$1) per kilo. But some
members preferred an immediate total payment of T$10 to $12 anu
sold to the dealers instead of their societies. Although aware
of this problem at the beginning of the season, TCFr was unable to
secure sufficient funds to make 4 more substantial advance
payment. In 1984, che federation eXpects tO receive more
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loans funds from the Tonga Development Bank and increase the
advance payment. Madagascar is the world market price setter.
Its price is known well in advance of when green beans are ready
for sale in Tonga. This is an important hedge for TCF and other
vanilla buyers in Tonga. Tonga expects a bumper vanilla crop
this year and TCF could market much more than the 1983 volume of
three tons (about 1/. of the total vanilla exports for Tonga).

Federation management {is considering a plan to separate
vanilla marketing from the consumer wholesale operation. Already
potential conflict of interest situations are appearing . What
happens if there are losses or gains in one function compared to
the others? How are profits and losses to be shared between
vanilla producers and consumers? Many times they are not the
same people.

Fish Marketing

Based on meetings and informal discussions with
knowledgeable people on the subject, fish marketing in Tonga is
an important topic. The consensus view is the federation should
be the principal market for the catch of Tongan fishermen,
cooperative and otherwise. This view was expressed by the
Cooperative Department of MAFF and the Foundation for the Peoples
of the South Pacific (FSP is a PVO). Admittedly, the head of the
Fisheries Department does not personally favor TCF doing the
marketing, but says his views have not been accepted at higher
levels.

TCF is providing a market for fish being offered for sale.
In 1983, TCF showed a net 1loss of about T$13,000 on fish
marketing operations. The major problem seems to be the low
volume of fish caught and offered for sale. The general manager
says all fish purchased are being so0ld, but the one ton volume is
not enough to cover the fixed overhead. The break even point
would require about two to two and a half tons of fish. A
volume of this size might be possible. An artisanal catch of 400
tons » year (s predictaed from waters around Ha'apai, thea most
productive fishing area (Cooperative Fish Marketing Project
Profile, Appendix D).

FSP has a project to select, train and help commarcial
fisherman purchase boats. Their program would train 15 boat
captains and help them become owners in three vyears. Twou
expatriates are being assigned to do the training. In support of
this program, the Japanese Government has provided funds,
engines; and spare parts for the construction of forey 20 foot
boats. Construction (s under way {(n Nuku'slofa and vVvava'u.
Foundation officials say the 15 new boat owners will double and
perhaps triple the present catch. A successful pillot operation
has produced four new boat owners who have been trained and are
now operating. Officials expect the fedaration to provide o
market for the cetch of fishermen they are now training and
helping to secure boats.
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The Tongan government recently completed a fish marketing
facility in vava'u and it is being operated by the federation.
Facilities include a freezer and ice-making equipment in addition
to sale and storage space. TCF has a temporary arrangement with
the Fisheries Department to Pay only utility costs. A proposed
contract submittad to the Fisheries Department provides for TCF
to rent the facilities. There are three to four small groups of
fishermen being assisted by the Cooperatives Department to
organize into cooperatives. So far none are registered and it is
not clear what their cooperative functions will be or their
relations with the federation.

A detailed project was prepared in 1983 by the cooperatives
department in consultation with TCF management ("Cooperative Fish
Marketing, Revised," Appendix D). It reflects current thinking
and details services to be provided by TCF - purchasing,
freezing, storing, icing, transporting, and domestic and export
sales of all fish offered by cooperatives, other fisherman and
government vessels. This is further detailed for each of the
four major islands. Capital expenses are listed as T$452,000
over five years. Recurrent costs will be recouped from income
generated by the project.

More guestions than answers may have emerged from
discussions on fish marketing. What types of marketing systems
and facilities will be needed to do the job successfully? This
enters into projections of market demand and whether there will
be enough fish supplied to meet that demand. How are the
increased quantities of fish to be handled from a sanitation
standpoint? Under the present pricing policy, fish caught by
government boats are priced artificially high or at least have
that potential because the cost of maintaining the large
government vessel and a crew has to be subsidized somehow. To
whet extent could TCF find itself becoming a residual buyer?

What should TCF's relationship be to any fishing
cooperative? The potential for conflict between fishermen and
producers on one hand and the consumers on the other is so great

that it cannot help but cause trouble. Historically, this
situation has arisen many times when consumer and production
cooperatives have tried to operate under the same roof. The

results have nearly all been negative.

TCF and the cooperatives department should be provided some
technical assistance to study the fish marketing situation and

make recommendations. This would enable TCF to make sound
decisions and plans for fish marketing. This idea has been
discussed with federation management, the board, and the
cooperatives department. There is agreement about need. No

objections were expressed provided neither the TCF nor the
cooperatives department have to bear the salary or international
transportation expenses. This could be an assignment for VOCA.
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The type of technical person required should have fish
marketing experience that predates modern conditions in developed
countries. The person should have work experience in developing
countries, preferably in the South Pacific islands. Ray Lewis
from VOCA, who was here in the first quarter of 1983, would be
able to do the job. Although his work in Tonga was entirely
satisfactory, subsequent avents indicate it is time to have a
technician take another look. Lewis reported, for example,
"Little has been done on setting up operating procedures and
systems for the processing, quality control, sanitation and
transportation of fish caught." Some progress has been made in
solving these problems, but more is required. Uncertainty over
government policy on use of its fish marketing facilities by TCF
has impeded planning. But it appears the policy will be positive
for TCF. A signed agreement between TCF and the Tongan
government is expected. Once the agreement is signed, the
technician will be needed as quickly as possible.

Handicraft Marketing

Tongan handicrafts consist mostly of very high quality woven
products (baskets, trays, mats, and bags), scrimshaw (carved
designs on bone), tapa (designs painted on cloth made from the
bark of mulberry trees) and black coral jewelry. Tongan basketry
is the most famous in the South Pacific.

From a business view point, TCF's handicraft marketing
operations have been a success. In 1982, gross sales volume was
TS$12,480. In 1983, it increased to T$58,092 (Chart 2/, Appendix
I). A net profit of T$4,092 was realized compared with a loss of
T$1,078 in 1982.

Looked at as a cooperative handicraft society, it was not a
Success because it was not operating as a bona fide cooperative.
Merchandise was purchased from individual producers who were not
organized into any form of cooperative. This situation is being
corrected b helping the handicrafe producers organize an
island-wide society on Tongatapu and from there to the other

islands. TCF and the cooperatives department are working
together on this activity. Some cuggestions and recommendations
follow.

The plan to create an island-wide soclety on Tongatapu
should be carriad out rapidly. It should be extended to other
islands with sizeable numbers of producers. In the process of
helping producers organize, a meaningful cooperative function
should be provided. Fror example, quality control of items being
produced s vital to the success of & handicrafet marketing
program. TCF should provide primary cooperatives with advice and
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guidance and develop and institute a4 quality control program.
Another important function of the society is to secure selected
Supplies for its individual members at best prices and terms.
Many items are produced. .But the more creative artisans could
better devote their efforts to Production rather than securing
Supplies. Another important role for the cooperative is to train
handicraft workers.

TCF's emphasis on purchasing only high quality items is
working and should be continued. It should not become a residual
buyer for items produced by the pPrimary societies being
organized. To prevent this, the TCF will have to set the policy
On quality and prices. The potential for conflicts of interest
between the Primaries and 7CF's market outlet exist. Care must
be taken to anticipate and deal with this.

TCF's advertising efforts to promote handicrafe sales
locally and overseas should continue. Production of high quality
items that will sel) in overseas markets is limited. This
precludes any major overseas advertising campaign. Rather it
must be highly selective and care exercised not to overcommit. As
the volume of quality items increases, advertising can, if
needed, increase. A luxury hotel in Fiji has recently been
decorated with items purchased from TCF's handicraft store.

Farm Supplies

function of providing farm supplies and agricultural inputs to
farmers. TCF's management shares this interest to some extent.
A Peace Corps Volunteer Is being recruited to work in this
Program and Christian Aid (a PVO) has granted Ts$17,000 to the
Tongan Government to support it. This is only a small fraction
of the amount required to begin the Project outlined in a
Planning document Produced by the Cooperatives Department
(Appendix E). This plan calls for capital investment of
T$264,000 over three years. This would cover working capital
(to purchase tools, seeds., fertilizer, chemicals and crop
purchase) and buildings (warehouses and cold storage), with
recurrent costs being met from income generated by the project.

Officers in MAFF now have the responsibility of handling
these supplies. Ssuch international firms as Morris Hedstrom and
Burns Philip and others currently import and sell these supplies.
Based on the Planning document drawn Uup in close liaison with
MAFF, there appears to be interest by the ministry in turning
over its responsibilities for agricultural supplies to TCF. How
far is the government willing to go? What actions will be taken
by the business firms Now supplying these materials if TCF enters
the picture in a major way? These factors must be considered in
any TCF long-range plan.

g Asricultural Cooperative
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Bruce Gervan, who evaluated this project in February 1983,
made these observations about TCF taking on the agricultural
supply function business is highly seasonal; although difficule
to forecast probable consumption, such a forecast is critical
because goods must be imported and cannot be made available on
short notice; some commodities are incompatible with foodstuffs
and segregation of sales facilities is necessary; most primary
societies have very limited space.

Gervan's observations are valid and must be taken into
account in the Tonga long-range development plan. There are
other considerations:

If TCF adds the farm supply function., care must be taken how
it is structured in the organization. The interest of members as
consumers must be considered in relation to the interest of
producer members. There are many members who are not producers
of those agricultural products requiring supplies.

The question of TCF being expected to participate in crop
marketing other than vanilla should be resolved. The
government's project planning document as now drawn contains a
statement that TCF would "provide adequate marketing facilities
for the resulting increase in agricultural production." Exactly
what is intended is not clear. But it implies TCF would be
involved in marketing more than just vanilla. All export crops.
except vanilla, are now marketed by the Commodities Board.
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contacts During Evaluation

Richard W. Greenslade
Fonongaika Tuipeatau
Jeffrey Schorr

Epeli Lavaki

Haniteli Fa'anunu

Richard Elsy

Sione Tangi

Hama Na‘'ati
'Apolo Lufe
Alexis Huni
David Rushton
Semisi Frakahau

Fred Hawarth

Registrar of Cooperratives
Assistant Registrar of Cooperatives
Peace Corps Diructor

Manager, TCF Wholesale in Vava'u

Principal Agricultural Officer
in vava'u

Expatriate working on TCF Fish
Marketing Commonwealth Fund for
Technical Education (CFTE)

Cooperative Officer in Cooperative
Department

TCF Treasurer

TCF Board Chairman

TCF Wholesale Manager

TCF Expatriate Financial Manager
Principal Fisheries Officer, GOT

ODA Regional Officer

Interviewed primary society shopkeepers in ten
locations over islands of Vava'u, Ha'apai, and

Tongatapu.

Attended board meeting of TCF in Nuku'alofa
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1, ‘Ana '0fanca

2, ‘Iaita Liu

3 Supetaiki Maru'otalgha

4 Uilou '“NN
S¢ Hei'one Tautwa'a

1 Alexis Buni

2. Tevita Palu Fetu'u'alo

3o Viliemt Kolingl 'Akau’ola
4. Fotu'aika Pakalelu

Se Sione Muingata'’s

6, Soane Talanoa
Te Mocaki ‘Ahoafi
5. 'm ’OI\I
R/CAFZS

l¢ Tepuaki Ra'unge
2. Folauola 'Unga
LA ING

1. 'N-nt Uale
JAA'D:

1, Bpall lavaki

2 laty ’d*.l
3 Mai'ilese N'a
' Neleine Toagn
S 810 'Ofansa

Ieaiticn

Administrative Assistant
Sealor Accounts Clerk
Aocoounts Clexk

Cashier

Seoretary

¥/8a)¢ Manager
Store Nanager
Delivery Manager
fal emman
Cashier

Preight Qlexk
Saleman

¥/8ale Clexk

K/C Manager
Sal eswonan

Yava'u Mamager
Secretary/Acoounts Clexk
Saleovenman

SaleswonLn

Mah Manager

Anmal
Mlaxy

$1950,00
1690,00
140,00
1170,00
100,00

7000,00
1690,00
1430.00
100,00
100,00
1690,00
130,00
100,00

6/4/82
24/8/82
31/83
25/8/83
26/9/83

17/10/83
26/7/82
1978
1/1/82
31/83
2/3/8)
18/7/8)
ve/8)

1300,00

100,00

1690,00
1040.00
1040.00
1040.00
1300,00

16/1/84

10/10/83

1)/8/82
18/6/8)
26/8/82
10/3/9)
20/11/82

In sdditten the fellewing persons are werking en & daily paid basie the pereons mamked
W o ® vill likely be appeinted as salaried mployses on 6/2/84.

] Tope'al Pimmn
Yaikilafi Le'ete
Reni 'Abslelad
| (MUY

Yoaitt Pakvaty
Sita Nan

Kave Bemand

Nosese su'ufeten

Pish Mapager

Sal eswensn

fal eovenan
Galeman
Saleoswenan - Yova'u
Delivery Aseistant

Viliami Taketd

Mlisene Meala

Dalivery Mamay
Vava'y = Part

TUne

Venilla
Inspector =
Vava'y =
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APPENDIX D:
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EROJECT PROPLLE (UPRTED)
Rredect Tithe

Cooperatiye Pish Marketinz /Revised),
Sactor

Commerce, Business Services and Pinance/Pisheries.

mm ‘

TOI‘g Cooperative Pederation under the general supervision
of the Cooperstive Division of the Ministry of la ur,
Comnerce and Industries.

Qther Particiuating Agenciss

Close liaison with Pisheries Division.

Ressriztion of Profect
5.1 Gaparal

8) The Tonga Cooperutive Pederation will supply the
following services throughout the Kingdon,

1) Purchase from coopsrative amd othor
fisherwen and Governmsnt veassels all catches
of merchantable quality offered for bulk salo.

11) Preess, store, ice or otherwise deal with such
8 through present facilities and those
0 be installed,

111) Distridution through its member societies and
other suitable distribution points of fimh
required in the areas in which it is caughte.

iv) Trensportation of fish from ocatchins points to
areas of short supply - such as Nuku'alofao =
and marketing there.

v) Export of such fish for which there is no local
eoconomic demand. '

vi) Bale through ita own warehouses and member
societies to fishermen, at reasonadle prices,
th: ci.nputl they require to scoure their
o8 (] I

b) Extension of the above services - particularly in the
ares of fish processing - as required by the siszse
of the catah.

¢) Tral locally and overseas of staff of Tonga
ooperstive Pederation to manage and run the project,
Por this g0 the services of a fish cessinn
technologist are required for she first yoars
of the project).

5.2 Zoneatam
8) Reception of fish from catehing areas ooupled wit.
any prooeseing neceseary.
b) Donl:r-nt of wholesale and retail markets for fis)
in both urdan and rurel areas of Toncatapue
@) Provision of oqntrom. facilities and tranaport to
oarry out these aime,

4) Distribution of fishing equipment and supplies.
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Sed

Yasa'y
a) Management by Tonga Cooperative Pederation of ths

MAFP fisherigqe installation to enable it to pricess
and dispose of the local catch to the best advantago.

b) Provieion of working capital to enablc the Pedoration
‘S0 purchase the expected artisanal satch of 400 tons.

o) Marketing and distribution in Vava'u of that part of
the catch required for local consumption. -

4) Trenshipment of fish to arecs of scarce supply and
for export.

¢) Distribution of fish equipment and supplies.

la‘anal
a) Processing and disposal of the local catch to tho best
advantage.

b) Provieion of working capital to enable the Pederation
to purchase the expected artisanal catch of 400 tons.

¢) Transhipment of fish to areas of scarce supply and
for export.

4) Distridusion of fishing equipment and supplies.

(Note: The above operation assumes access to Government
processing, freesing and ice facilities on a basis
of equality with other organisations concerned witl.
fish marketing in Ha'apai. Any other solution
leads to a wasteful duplication of facilities.

However, two primary societies have been involved
with fisheries and it is anticipated that further
such primaries will be registered. Additional
squipment. will be needed to ensurs their integration
into an orderly marketing organisation.

L) ™

a) Installation of suitable ’hnt to ensure adequato
supplies of ice to local Pishermen togethor with such
processing as may d%e necessary.

b) Provision of working capital to enable the Pedoration
to purchase the expected artisanal catche

©) Marketing in 'Eua of that portion of the catch requirod
for lo conaumption.

4) Transhipment of fish to Tongatapus
o) Distribusion of fishing equipment and supplies,

Kinalon wide inputa

Provieion of working capital to enable the Tonga
comnun Pederation to provide adequate supplies of
fisheries inpute at reasonable prices Shroughous the

‘She expected slow rate of turmmover of -n{ of
these items 10 seen as a justificetion for seeking this
subaidy element.
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6+ Prolect Objectives

6.1 The rrojoot sesks to bring about the orderly marketing
of fish throughout the Kingdom. Also to bring to tho
fishermen those supplies and equipmont needed for the
extraction of fish.

6e2 :! relieving the fisherman of the necessity of retailing
8 fish to enable him to maximise the tims he spends
fishing.

6.3 By providing a marketing outlet for all fish offered for
aale to give an alternative incozme to anyons - and
partioularly to the unezployed school leaver - who is
prepared to.fighe '

6e4 To provide sdditional jod opgortunittn within the
Federaution for staff involved with the handling,
processing and distridution of fish.

6.9 %0 dtvontti the aotivities of the cooperative movement -
comprising 68 oultipurpose scoieties and one national
apex society.

Ge6 To ensure the mpplg.ot fresh and frosen fish throughout
the Kingdom as & substitute for imported proteins.

6+7 To add %o the Kingdom's foreign currenoy income by the
controlled export of suitadle fish.

7o Banafite sod Deneficiaries

Te1 Pishermen throughout Tongs - artisanal and otherwise -
will benefit from the schece. Sound narketing is basioc
to the developnent of the artisanal fleet and to the
development of fishing as an income earmer in addition
%0 agriculture. llo market = no commerocial fi e fThe

sent ad hoo arrangenents are inadequate to deal with
predicted catch.

7¢2 Pishing and the shorc based infrastructure will orecate
Jobe for landless school l.avers amd others.

Te) Oonsumers throughout the Kingdom will benefit frozm the
year round availability of chilled or frosen fish.

Te4 Movement of fish will utilige scpty capacity on vessels
moving within the island SToupe.

T+3 The economy of the Kingdom will benefit from:

a) protein inport sudstitution froc the locally cons.w:ed
portion of the ocatch.

b) foreign currency income from the exported portion
of she catch, po po

8. Resicnal and Rural Imnlicatisns

nwsoct will booet the ecoromies of the outer isla.d
groupe ch are the main fiah catohing areas. Not only
will individual inocomes de increased but an altermative
souree of ineoms to‘xﬂoutw production will be providod
:n l{.ll which are ikely t0 be attrective %0 industrial
evelopers.

u\tmg‘ teat benefit will accrue %o the owners of

the larger @ comprising the artisanal fleet the poorest

::no o?\o: oan aleo particivate in the benefits offered by
projeet.

)



9e mdlgt c“t
$452,000
10, (] F 9

4o

Aid donor not yet identifiod.

FUNDING SOURCE TOTLL 1984/85 FUTURE
A1d Grants 452,000 257,500 194,500
Loans - - -
Tonca Govt. - - -
‘Other - - -

(Notet Under Cooperative Societies Ruloc Noe 66 (3) the
Statutory Rosorve is indivisibie and, oven in
liquidation, not available for distribution. It

toct the aid grant

is pro

ped, therefore

by putting it to this

11, te e of Ret

atutory Resorve).

a\
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12 Igplemontation Schodulo

Project Component Yoear 1 | Year 2 Year 3 Yoar 4 | Year 5
Fish Purchase X X X
Procussing Plantt
'Eus X X X
Torigatapu X
Processing Equip:
“Ha'apai X X
'Eua X X
Tongatapu X 4
land & Building:
'Eua X X
Tongatapu X X
Refrigerated Vehicle X
Fishories Inputo X X X
Training & Travol X X X X X
Technical Assistance X X f
13, Project Statys

Updated Pro ject,

Original included as a Reserve Project in

1983/4 Dovolorgzgtogstimstol'- Vote 63 (a) Manufacturing
[ ] [ ]

and Gormerce

8ince tho drafting of the original
Expert from the Lmeri¢an Volunteer

carried out an initial survey

marketing activities and potcntiale
hgvilor took
st A

Marketi
date tomi1

t 198

of this in July and August.

14

Original Profile

Updato

Rate of Profile Proparation

1 Poruary 1983

st on 5 Fobruar
the Poderation
worth of fish (financed fron its

1983,

grojoet a Fish Marketin:
evelopment Co

of tho Federation's
The CFTC Iish

Fron that

"

lod 826,000

19 Ootobor 198)

own rogources) - $18,000

f\)



ARFENDIX 4

FIE‘ECE
Total S R Sal ]
PROJECT COMPONENT b Cogt p YOAr 1 | Year 2 | Year 3 | Yoar 4,|Year 5
C L SES
1o Pish Purchase Capital
Vava'u 50,000] 30,000 | 20,000
Ha'apai 30,000 5,000 15,000 10, 000
*Eua 30,000| 10,000 10,000 { 10,000
2. Eish Proccasing Elant
'Eua 30,000 10,000 10,000 | 10,000
Tongatapu 20,000{ "20,000
Ha'apai 20,000| 10,000 | 10,000
Eua 10,000| 8,000 2,000
Tongatapu 20,000] 20,000
4 land and Bujldings
'Eua 20,000} 20,000
Tongatapu 50,000( 50,000
Se gofr;gorutog Vehicle| 22,000| 22,000
G'W' 30,000| 10,000 | 10,000 | 10,000
7o Ioadndng and Trgvel | 20,000| 2,500 | 5,000 | 5,000 { 5,000 ]| 2,50
8¢ Techni ssintence [100,000] 50,000 | 50,000
TOTAL CAPITAL 452,000 257,500 132,000 | 3%,000 15,00C | 12,500
RECURRZZ

A1l roourrant costs will bo rocouped from income gunorated

by project.




APPENDIX E

TROJECT FPROFILE

1. Project Titlgc, Development of Cooperctive Agricultural
Onexc.tion.

2, Scctor
Commerce, Bu.inesp Services and Fisaucce,\gricvlture,

o, Co-oparitive Pederation wder the senercl supervicion
of the Co-operstive Division oi the Ministr, ol Lobour,
Cormerce and Induntries.

4.  Othor Paorticjipeting ismenciol.
Clope linigon viih NM,4.07.T.
5, Project Oujectivep
5.1 %‘glgivoroiry co-oporative activitieo in zccordanco with

5,2 To malke avnilable tc farmerc throushout tho Fingdon - Lut
porticularly in tle outer islcnde - supplics of agricul-
tur-l inputs at rocsoncble prices to esaiot i tho incroeauc
of arricultural vroduction,

5,3 To hold adequate ctocks throughout tho ye-~r to avoid nihiuite 00
of tiicoo roguirecments.

5,4 To rcliove cfficers of VAFF of tlio reuponsibility of
hindling these sup)’<os thug one™ling thes -« oil
on a:sricultural production.

5,5 To satisly p=rs 3.1(f) of tho Cocoaut Revicw iiouicn
interir. repirti-

"dovolomment of co-onorative socicticn to serve ao
nctive ogents for the distribution of fort: 1ui1itleeeseses”

5.6 To provido alegucto marlet‘n; facilitics for the rosul-
tiny inoreane in asric. lturcl production.

6. Desoristion of Projoot.

6.1 1he !o‘:ﬁa %-ogorzmt:’.vc Fedosctini. = in closce liaison
viih MAYF -~ will rako the necocsasy balk overcocs jurclaig:c
and ioport 1nto tho Finmor tue cericulturcl tnjut
rojuirorents of lamara,

6.2 The Foderation will build tho nocooscry whrchousing
facilities with cool rooms in Vave'u and li~'apad to sturc
thono bulk inputu., Duc’. purposo sheds will be ercciod
to atore inpute and to store agriculturcl produce pricy
to shipmont, Ped ratiun storuce focilitien precently
o:int in Vava'u would by adoquato for ilc first t/o
yours of oper.tion,

6,3 Through its sixty odd sulti-purpose srim~ry, nomber
sooiotien the Poderation would ovonfuclly maku nﬁrlcul-
turcl inputo aveilable throaghout the Kingdom., “ovwover,
in viev of nresent lac) of facilitioo ir tho outor
zul.gnd tho Podcn‘.tgm'. would aonocntrute an vava'u
21 pember coolotien) trd o cnad (9 member societion)
41 the exaly otnoe of tho projvct,



e.

6.4

6.5

6.6

6.7

2,

Prirary soclotics would oell %o Yoth omnber and non-
membor, Thore io o roctriotion in Tonzs or non-
member trading. Mamberc would, of course, benofit
fron bonuo diotribution which is not availsblo to
non-mem . Non-mendcro would bde oncouragced to join
go-ogorltim 40 wnable them $0 prrtioinato in thono
cnefito.

The Pederation would unc its chain of zember societios
os buying stationc Tor increcssd agriculturcl production.
It would bulk egricultural produce, ptore it prior to
shipment, cnd dispooe of it either within the Kingdar

or by cxpert.

The Foderntiom, ir co-oposttion with tho Departoont
cnd MAT?, -oula rount a series of coursea to traln
persomnol at both socondcry and primary level in the
characterintico :tnd usos of tLo mow products thoy wore
handling.

A vehiclo would bo required in Vava'u for distridutioun
of ixputs emd colleotion if crop purcianco. Any
addieimal ca:nni:i vould be uged to streagtiion other
retall omd nholeosalo opercit.als in the cu=-oporntive
ehain,

NOTE:- 1% %» mioud tmt wy workins espital nrovided for

(3

7.2

7.3
7.4

the Pederction will be put to tho Nowerve Pund. Under
tive Jociotiew e 66(3) thain reserve o

indivisidle md not evaflcble for disiribution thup

arotocting the gramt impats

4 ficia .

The princnf beocficicrien will be the rmurl populsde
in tie outer iolarndy, Ovar 2000 fo-il: grouye [.¢
nemborn of co-operative sociotios, Theunc cro cecir..ted
to contain comc 10,900 poonle v o are in dircot

aontact with Lho eo-cporative c.ali, A noted 4n

6.4 above non-tcobere ill be ~ilitionsl to t.a8 arL-ucy.
All ill boneiit froz® inorocned »roduction.

The na<¢io.nl ocojomr vill ‘onelit fromi~

2) 4inerauo:d foreim curroncy from that portion of thu
inoro..ood crop exuorted.

b) dncreacod 3killa of thoso Dpecple tiaincd to iandle
t40 Lipute,

6) incrotned timo availalble to YAT alficerc fried
from carrin-. cut funotio.s v.ich ore »ropoyvl
thoso 0" the corrorcial soc.or,

Additional jour will bo orsated 47 Veon'u and Na'aped
within the xlmrxbuuve ohain,

The 00=0der-.iivo nove: ent a2 & ficlo will benofis frer

diversific.tion of netivit ke wi.ich would atrengthes. Lto

inoene eamiry potentinl.

Tho project will mrkc avallahble sorvicce L e riual

arens ad the cutor fclsade 'Hhiich are :iot availecble at
proscint, Theey servicus shioilld lewd 1t &n inerernse in
production with u rosultant Lmrg_no i, incomo ‘&M%"“”"

oultivatore uaing tho ugrvicos. Tiiee selvieoe ¢ avnila-
le at village lavel =54 not aily L cantree of lLigh popilation
e.goMiru'alofa),

-

:"



Projcet Cost,

3.

™o total jroject voat 8 2:4,000.

10. Intemncl Rato of Return
11. Implementation Sclhec.le

PROJZCT COEiLOTIIT Yeer 1 | Ycar 2 |
Crop Purchase reto 50;% 100%
Inputs rato 40% 70;"
Yerehousing lia'a,a X
Cool roon Ha'e-ai X
Warohousing Vav:o.'u
Cool room Vava'u
Ve.:icle purchase X

| Yoar 3

100

“12 Project Status

New nproject wut personnel aveilable to institute first

phase,

13. Datg of Profile Presarr.tion

2 Pedbruary 1983.

— - ..

e ————p———



4.
PROJECT PROFILE

Dovelopment of Co-operative icultural rrati

\ } |
! . TOTAL ; 1983/34, 34/85 ! 85/86 |86/597 |87,/08
ROJECT COMPONENTS L COST |
|
CAPITAL ITENS !
Workirgz Capital !
Crop Purchasc 20000 10000 |} 10006
Agric Teools 40000 | 16000 {12000 | 12000
Scede 9000 3600 | 2700 | 2700
Pertilizers 40000 16000 112000 | 12000 )
Agric Chemiccls - 40000 16000 ;12000 | 12000
Buildinze , !
| !
Verchouse Hz'avai 35000 | 35000 :
! Cold Room lin'anai 15000 | 15000 !
| Warehoune Vevc'u 35000 35000 i
Cold Koor: Vava'u 15000 : 15000 | ; !
Vehicle | ' ! i | !
Veva'u 15000 | 15000 | | ! ’
. TOL.L CAPITAL 264,000 (126600 48700 £C700
ROCURILCNT

All recurrcat costo w41l bo mct from: income
gonoroted from tho project.

A


http:Chemic*.le

APPEDIX_TF

H 10 Tyt 8 ']

Type Topmtapy ‘Bua Yava'u Ha'avai tal
Multi Purpose * a8 5 18 8 59
Thrift and Loan 7 1 8
Industrial 1 1
Consuper ## 5 1 6
Develomment (Village) 1 1
Canteen 1 1
Secondary Y — - iy

43 5 2 8 T7eee
. Indicates basis they are registered. Docs not mean all are operating

as oulti purrose societies,
These are primary societies that are menters of Federution

L) Also primary societies in Federstion

L o 65 of these are primary societies ir the Federation
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APPEINDIX C

Ir Oxg.
s Bemb,

) Sesvices

&v. Ely. Vol. Bus.

5 Bny &k,
Pretit/fioes 1983

Credit

Toa Nanb. Dus,
Bet. Pereent
bon amb. bus.

OF 1MFU. ON _OBTAIMED FEDX VY
10 ¥S Ol N
BiE_SALIATION
1 2 3 4 5 6
D, 1977 n 1973 9 mnm Dice
P § 52 12 100 Dk, 20
Geoc. h Groc. Groo. Groc. Groc.
Truek Tractor HBandorft. PFish Boat
Copan Mgt.
897 1700 565 454 112 47
) 4 ) 4 - L & L
Q84 $10,7% 0,669 (sas) $5,174 (%2,582)
| ] | ] | ] ] o0 YIB
411 sall to non nembd.
455 405 05 k> ) 40% 608

Isvelvencat o Ssmere Most shope run by women shopkeepers
Hw-mlottc-thmhqmbumtmu-tuhmm
Beguirenents for sembership - purchase shars of stock « price varies from 1$ 5.0-3.0

Significant amsunt of merchandise in shops

dses =t caxry all items stocked ia stores.
Only stgnificant ecmplaint comoerned deliveries: not enough supplies on the truck amd more frequent deliveries.are needed.
Iagid turmsver of stere kespers

largar first pagment for vanills desired (Vava'u Societies)
B eleo hummnmmwhﬁp-pornhrmhm“tumm

1977

Groc,

Cure Vam.

L
(3578)

1968

Groo.
Cure Van,

9 1010
Dk, Dk.
» 2
Groce, Groe.
Purch &

Jure Van,

300 200

- L
2,87 (%00)
YEB X
50% 40%

puarchesed from other than co-opsrative sholesale.estimates run around 40 - 50% Co-op wholesale



APPENDIX J: Local Employees -~ TCF
CHART 3

LOCAL EMPLOYEES

$



APPENDIX I: Monthly Sales - Handicrafts

CHART 2

MONTHLY SALES -
HANDICRAFTS

b3




APPENDIX H: Monthly Sales - Wholesale

GHART 1

MONTHLY SAIFS -
WHOLESALE

|
|
|
|
|




APPENDIX K: Map of Tonga
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