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SUMMARY OF FINDINGS AND RECOMMENDAITONS
 

Overall, the project has 
progress4d exceptionally well.
From a purely business standpoint, progress has been 
just short
of phenomenal. Nevertheless, much remains to be done before the
federation 
 achieves its objective of self-sufficiency

realizes its full potential. 

and
 
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 projected. 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. $1.O0-T$1.Os
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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 "reliable 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,

supplies 
 and consumer wholesale. Lack of 

farm
 
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 

development plan 

year
 
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 3hort course 
in financial management.
 

Both men should come 
to the U.S. for 2-3 months of on-the­job 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 five-year

development program, taking 
into account all major 
functions now
 
being considered by management:
 

a. coopeLtive wholesale operations
 
b. fish marketing
 
c. vanilla marketing
 
d. handicraft 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
a long-range plan. 
 This exercise would 
serve as an excellent

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.
 

o. 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 losing 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 TC1'
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), PVO
a with a USAMD-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 agreement between the
Tongan government and TCr Is 
signed. The expert would help
out some of the problems and assist 
sort
 

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 jeen 
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 etntral 
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 process shorten the
the to 
 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 TS58,092 in The
1983. handicraft

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. Cari should be
 
exercised to educate members about the purpose of 
the cooperative

and to help establish meaningful functions 
for it. 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 by 
the
 
Ministry of Agriculture, Forestry and Fisheries (MAFF).
 

Recommendation: 
 This idea 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,

facilties required and the reaction of present 
firms in the farm
 
supply business. However, 
ve:y gradual expansion in combination
 
with sales of fishing supplies would appear 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.
 

ACDL's Donald 
Crane visited Tonga from 
October 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 

management problems and presented a 

and
 
detailed report 
in July 1980.
 

Bruce Gervan from 
 Volunt3er Development Corps (now
Volunteers in 
Overseas Cooperative Assistance, VOCA) conducted a
preliminary evaluation of TCr and submitted a report 
in May 1981.
These three reports form the basis for 
the OPG proposal and the
 
subsequent program.
 

B. Approach
 

The agreement between 
ACDI (grantee) and USAID 
(grantor)
September 30, 1981 
stipulates project evaluation 
as the primary
responsibility of 
 the grantee 
 (ACDI). Accordingly, ACDI
established an evaluation 
procedure and schedule 
to comply with
the agreement. The evaluation method used is based 
on the
"logical framework" 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 meaaured 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
ACDI and awaits official approval from USAID. The 
by
 

present
evaluation covers 
accomplishments 
during Phase A
I. 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 TS0.84 
(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 identify

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 
Tcr into a sound
and viable 
 cooperative organization capable of serving

members. A series of goals were 

its
 
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)
 

A. Gross Sales 
 $450,000 
 T$541,o000 1982
 
B. Transportation 	 T$2,241,000 1983
1.25-2.50% 
 1.10% 
 1982
Cost* 


0.90% 
 1983
C. Administrative 
 7.50% 
 3.70%

Expense** 	 1982
 

3.10% 
 1983
D. Gross Profit 
 9.00% 
 5.5% 
 1982
 

E. Current Ratio*** 2:l 	
7.0% 1983
 
2.5:1 
 1982
 
2:1 
 1983
r. 	Inventory Turnover
 

No Target 
 7 Times 1982
 
14 Times 1983
 

* Wholesale only 
** 
 Total excluding transportation
 
* 	 Ratio of current assets 
to current liabilities
 

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 mince gross profits were
almost 
zero and TCT was T$56,000 
in debt just prior to project
startup. 
 Because a larger percentage 
of TCF's merchandise
purchased 	 is
from overseas outlets, 
 the gross margin should
 
increase.
 

The major indicator, 
grosn sales, exceeded its goal of
TS450,000 more 
than tour 
times. Administrative 
expenses havebeen cut to less then half of 
the goal. (3.10 percent compared

with the goal of 7.50 percent).
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Table 2 -- TCF ORGANIZATIONAL GOAL ACHIEVEMENTS
 

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
 

c. Job Descriptions Prepared, Updated 
 Done
 

d. Operating procedures Prepared, Updated 
 Donc
 
for significant
 
recurring tasks
 

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

The most 
serious shortfall regarding organizational goals
in the accounting and information 
is
 

system. Finding capable
a
Tongan to train as replacement for the expatriate 
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 T$8,000
to 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
created a head bookkeeper position 
and recruiting is now 
under
 
way.
 

The 
original project proposal did not establish guidelines
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 at 
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 TCF and 
returning
it to Tongan management in 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.
 

SAgriculturul CO)perative
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III. 
POST PROJECT EXPECTATIOdS
 

In reviewing post 
project expectations consideration
given to events that significantly changed 
is
 

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 upon
sales
completion of 
the project were T$450,000, but 
by the first year
were exceeded by more 
than T$91,OOO, and by T$1,770,000 the 
next
year. Management requirements for $500,000
a business are
the same as for a $2,250,000 business. 
not
 

The goal of beiig
totally self-supporting at 
the end of two years may no longer be
 
valid.
 

The implication at the 
outset of this project was that
would be extended beyond it
the two original years. Although such
an 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
mentioned. 
 These have now 
even
 

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
impact from TCF operations. and
 
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 
TS2,241,000. 
 All other financial goals were
either met or exceeded except 
gross margins, and exceptional

progress is-belng 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 were
reviewed and discussions 
were held with some 
koy 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 three
only employees 
beside the expatriate manager.
There are now 21 full-time employees plus 10 working on a daily
paid basis. As of February 5, 1984, five of 10
these became
salaried (full-time) employees. 
Of the 21 regular employees only
10 were working in 1982 (Appendix B).
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The 
tour of duty of David Rushton, made available 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
 a 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 the
1983 figure

T$427,151 or about 20 percent of total volume 

was
 
of wholesale


merchandise 
business. This percentage would be higher if
additional items were stocked 
such as eggs and bread, and if
mutton flaps (a popular 
low cost New Zealand product) were
 
regularly available.
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Growing 
member support for TCF is indicated by the extent
they market vanilla beans through it. In TCF
1982, 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 societies (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 percnnt of the
federation's merchandise 
is sold to retailers othec than primary
societies. 
 It would be preferable if these percentages were the
other way 60-70
around, percent 
to members. Management is
considering ways to 
increase the percentage of business with

members and strengthen membeo[ societies.
 

E. The goal of the "federation being totally
self-supporting 
and capable of expanding its activities through
retained earnings and borrowings" has not been achieved, although
 
progress has been made in 
that direction.
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In 1983, for the 
 first time since 1978, it realized
profit. The a
wholesale merchandising operation 
showed a net
margin of T$51,163 and 
 the ha ndicraft operation T$4,092.
Unfortunately, 
a T$l3,125 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 its merchandise 
is purchased overseas
and not 
from local wholesalers. 
 In 1982, its net margin was :.5
percent but increased 
to seven percent in 1983. 
 All earnings on
non-member business go 
into a retained earnings account
used to operate the business. 
and are
 

Due to 
 the high ratio of
non-member to member business, 
retained earnings 1983
for are
significantly 
over T$42,000. When the 
project began in January
1982, TCF was already T$56,000 
in debt for a loan secured from
the TDB to repay a debt incurred before the project began.
loan is being repaid on a monthly basis and has 
This
 

now been reduced
to T$50,796. Had not
TCF 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 other 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 a
to dependable 
source of competitively priced
consumer goods and production supplies" has been accomplished for
consumer goods. The 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$541,000 in 
 1982 is an indication of
customer satisfaction with 
TCF merchandise. 
As further evidenco
of its market impact, gross sales 
in the first qu3rter of 1982
were only T$l,341,00 compared with 
the last quarter of the year
when gross sales were T$244,000.
 

0. The goal of "providing a reliable market 
for member
produce 
and a powerful spokesman for their interest" has been
realized for 
vanilla, 
 the only crop marketed. 
 Each member
society that takes delivery of green 
beans from individual
producer members dries 

the 

the beans and the federation sells them on
export market 
for the sucieties. Beginning with the 1984
crop, TCr plans 
to offer a drying service. Some of 
the smaller
societies will avail 
themselves of 
this service. 
 If it succeeds,
more societies may wish 

the 

to use this service. Eventually all of
member societies may have the 
federation dry 
their beans 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 its
 
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.
addition, the Government of Tonga wants TCF to 	
In
 

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 prcgress 
has 	been achieved during the two years
project 
 has 	 operated. However, it has not completely
the
 

accomplished its 
overall purpose of 
building up TCF a
to 	 sound
financial level with 
a 
trained Tongan management staff. 
 Perhaps
was 	not, reasonable
this 	 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 cooperatives

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

Churches before joining TCF. 

of
 
He is between 35 and 40 years old,
presentable and pleasant, and experlenced 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,
stockinq 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 11 
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.S., 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 generally
observe 
the complete operations of the coopecative. 
 The chief
accountant should 
 work side-by-side 
with the controller or
financial manager of 
a 
large regional cooperative. In additlen,

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.
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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 been
not involved in the decision-making

process. The 
manager 
has cited numerous occasions where

board and key employees have 

the
 
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 

Tongans. The manager will 

the
 
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 boon hired. 
 Both are vital to

the development of a successful 
long-range plan.
 

Elements 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

work plans, implementation schedules, 

with
 
budgets and a plan for
evaluation. In simpler terms, 
the plan describes what is to be
accomplished, why, 
how, when, cost, and methods of testing these
 

when the plan has boon completed.
 

In the 
following section what should be accomplished in 
such
 a plan 
and reasons are outlined. This 
may be used as the
beginning of a long-range plan to be developed 
in conjunction
with the and
board 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
form supply operation. These 
functions are considered next in 
the order listed.
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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

Monthly Sales-Wholesale). 

Ho
 
A look at Chart No. 3 (Appendix I)


indicates dimensions of hiring 
and training staff. When

project began in 1982, TCF had only 

the
 
thre employees. Today, it


employs 31 full and part-time workers (Appendices B and H). 
 One

of the ways to perpetuate success is to 
keep moving ahead. This
project 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 in
were 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 the was
1983, figure 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

as proposed in Phase I 
also should help reduce this problem.
 

Efforts to increase 
 gross marginb should continue.
 
Significant progress already being
is made. First year gross

margins averaged 9 5 percent. By 
the end of the second year,
they increased tc vn percent. 
 A larger percent of merchandise
 
was purchased 
 ..m large overneAs firms that offered better
 
prices and sales conditions. A future goal of 
nine percent has
been established. 
 When gross margins are increased, net margins

usually follow. 
 This year, for example, a 
two percent patronage

dividend is being 
paid to 54 societies on the basis 
of 1983
volume o! 1$410#000. Another problem 
is that tax exemption for

cooperatives ended last July. 
 Tcr will not feel any effect of

the change in status
tax 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 of Ha'apei. 
 Sales space in the stores in Nuku'alofa are
 
crowded and will require expansion.
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A computer system to 
control inventory needed.
is At the
present time 
 the merchandise operation 
 is turning over
TS2,250,000 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.

successful, it should help 

If
 
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 the
from Cooperatives Department some
short cooperative education 
courses should be conducted for the
 
Tcr staff.
 

Similarly, the cooperatives department can 
help introduce
system to monitor the election of board members in the primary 
a 

societies. During the remainder 
of the project, staff training
should be stressed with Increased emphasis on more formal

training than was previously possible.
 

Vanilla Marketnaj
 

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 post decade, vanilla has
gained an important place Tongan
in agricultural exports,
accounting for )jst above 
1? percent 1982.
in Most of the
vanilla is produced on the 
island of Vava'u.
 

Producers grow the vanilla 
vine under trees
palm and 
use
small trees to support the It the
vine. takes 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, are 
selected for pollination.

labor intensive operation requires 

The
 
trained workers 
to transfer
the pollen 
from the blossom to the stigma. Eight months after
pollination, mature green beans 
are ready for harvest. The beans
enter a curing process. Beans 
are placed in water up to 145degrees r. for three minutes, a process called called 
"killing"
the bean. Next, they 
are placed In a sweat for
box 40 hours and
then dried sun.
in the In some places an oven is used. Sun
drying rtquires three 
hours per day for seven days. Beans ore
taken 
 each night and during showers. After this they are
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placed in drying
a shed for one two
to 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 

cure their members' beans. The 

to
 
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
TS8. The federation deducted from 
the sales fund an 
amount
estimated to 
cover costs of providing these services. In 1983,
it was a break even proposition for the federation.
 

In 1984, TCF will 
 offer a bean curing service to the
societies 
for the first time. if successful, it's possible all
curing could be 
done in 
central facilities 
owned by TCF. The
federation believes can improve
it the bean quality and lower 
the
cost of curing. During the two years of 
federation management,
great progress has been 
made in 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 T$63.70 a 
 kilo. Prices have
increased significantly in recent 
years and plantings increased
accordingly in Tonga. Vanilla, 
however, could face glutted
markets in the future. 
 Tonga is fortunate in that 
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
advance payment price of about TSS 
the
 

a 
kilo paid by their societies
when green beans were delivered for curing. Because of the high
demand 
for green beans in 1983 dealers were offering TSIO to
$12 a kilo. The 
second payment added a little 
more than TS a
kilo, for total
a price of more than per But
T$13 kilo. some
members preferred an Immediate total 
payment of TSIO to $12 anu
sold to the dealers instead 
of their societies. Although 
aware
of this problem at the beginning of the season, TCr was 
unable to
secure sufficient funds to 
make a more substantial advance
payment. In the
1984# federation expects receive more
to 
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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
 

Ba3ed 	 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 providiing a market for fish being offered for sale. 
In 1983, TCF showed a net loss 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 sold, 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 A year is predicted from waters around Haapai, the most 
productive fishing area (Cooperative Fish Marketing Project 
Profile, Appendix D). 

rSP has a project to select, train and help commercial
 
fisherman purchase boats. Their program would train 15 boat
 
captains and help th.m become owners in three years. Tww
 
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 forty 20 foot
 
boats. Construction is under way in Nuku'alofa and Vava'u.
 
Toundation officials say the 15 new boat owners will double and
 
perhaps triple the present catch. A successful pilot operation
 
has produced four new boat owners who have been trained and are
 
now operating. Officials expect the federation to provide a
 
market for the catch 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 submitted 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 or
be 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 questions than may emerged
answers have 

discussions on fish marketing. 

from
 
What types of marketing systems


and facilities 
will be needed to do the job successfully? This
 
enters into projections market
of 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 least have
at

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 th, consumers on the other is so great

that it cannot 
help but cause trouble. Historically, this
situation has many when
arisen times 
 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. is
There agreement about need. No

objections were expressed provided the nor the
neither TCF

cooperatives department have bear the salary or
to 
 international

transportation expenses. 
 This could be an assignment for VOCA.
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The type of technical person required should have
marketing experience that predates modern conditions 
fish
 

in developed
countries. 
 The person should have work experience in developing
countries, preferably the
in 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 events 
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
solving 
these problems, but more is required. Uncertainty over
in
 

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, and
mats, bags), scrimshaw (carved
designs on bone), tapa 
(designs painted cloth made
on 
 from
bark of mulberry trees) and black coral 
the
 

jewelry. Tongan basketry

is the most famous in 
the South Pacific.
 

From a view
business point, 
TCF's handicraft marketing
operations have been 
a success. In 1982, 
gross sales volume was
T$12,480. In 1983, it increased to TS58,092 (Chart 2, Appendix
I). A net profit of TS4,092 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 was
it not 
operating as a bona fide cooperative.
Merchandis, 
was purchased from individual producers who were
organized not
into any form of cooperative. This situation 
is being
corrected 
 b., helping the handicraft producers organize 
 an
island-wide 
society on Tongatapu and from there to the other
islands. TCF and the cooperatives department working
are
together on this activity. Some 
suggestions and recommendations
 
follow.
 

The plan to create an Island-wide society on Tongatapushould be outcarried rapidly. 
 It should be extended to otherislands with sizeable numbers of producers, in the process of
helping producers 
organize, a meaningful cooperative function
should be provided. ror example, quality control of 
items buing
produced 
Is vital to the success of a handicraft marketing
program. TCr 
should provide primary cooperatives with advice and
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guidance 
and develop 
and institute 
a quality control
Another important function program.
of the society
supplies is to secure selected
for its 
individual 
members 
at best prices
Many items are produced. and terms.
But 
the more creative
better devote artisans could
their efforts 
to production 
rather
supplies. than securing
Another important role for the cooperative is 
to train
handicraft workers.
 

TCF's emphasis 
on purchasing 
only 
high quality items
working and should be continued. It should not become a 
is
 

buyer for residual
items produced 
 by the primary
organized. societies being
To prevent this, 
the TCF will have to set
on quality and prices. the policy
The potential for 
conflicts of
between the primaries and interest

TCF's market outlet 
exist. 
 Care must
be 
taken to anticipate and deal with 
this.
 

TCF's advertising 
 efforts 
 to promote 
 handicraft
locally and overseas sales
should continue. Production of high quality
items that will sell 
 in overseas 
markets
precludes any is limited. This
major overseas advertising campaign. 
 Rather
must be highly selective and care 
it
 

exercised not
the volume to overcommit. As
of quality items 
 increases, 
advertising
needed, 
increase. can, if
A luxury hotel 
in Fiji has recently been
decorated with items purchased from TCF's handicraft 
store.
 

Farm Supplies
 

The Tonga Cooperatives 
Department 
wants TCF to
function of assume the
providing 
farm supplies 
and agricultural
farmers. inputs to
TCF's management shares 
this interest
A Peace some extent.
Corps Volunteer to 

is 
being recruited
program and to work in this
Christian 
Aid (a PVO) 
has granted T$17,000
Tongan Government to the
to support 
it. This is only
of the amount a small fraction
required 
to begin


planning the project outlined in a
document 
 produced 
 by the Cooperatives
(Appendix Department
E). This 
plan calls

TS264,000 for capital investment of
over three years. 
 This would
(to purchase cover working capital
tools, seeds, 
 fertilizer, 
 chemicals
purchase) and and crop
buildings 
 (warehouses

recurrent costs being met 

and cold storage), with
from income generated by 
the project.
 
Officers 
in MAFF now 
have the 
responsibility
these supplies. of handling
Such international 
firms as 
Morris Hedstrom and
Burns Philip and others currently import and sell these supplies.
Based 
on the planning document 
drawn up in
MArF, close liaison
there appears with
to be interest 


over by the ministry in
its responsibilities turning
for agricultural supplies
far to TCF.
is the government willing to go? 
How
 

by What actions will be taken
the business firms now 
supplying these materials
the picture in if TCF enters
a major way? 
 These factors must 
be considered in
any TCF long-range plan.
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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 difficult
 
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.
 

EAgricultural Cooperative
DevelopmentInternational
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APPENDIX A
 

Contacts During Evaluation
 

Richard W. Greenslade Registrar of Cooperratives 

Fonongaika Tuipeatau Assistant Registrar of Cooperatives 

Jeffrey Schorr Peace Corps Dirictor 

Epeli Lavaki Manager# TCF Wholesale in Vava'u 

Haniteli Fa'anunu Principal Agricultural Officer 
in Vava'u 

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

Sione Tangi Cooperative Officer in Cooperative 
Department 

Hama Naati TCF Treasurer 

'Apolo Lufe Tcr Board Chairman 

Alexis Huni Tcr Wholesale Manager 

David Rushton TCF Expatriate Financial Manager 

Semisi Fakahau Principal Fisheries Officer, GOT 

Fred Hawarth 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
 

Exc Agricultural Cooperatlve
Development International 
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2. o1it u 	 lkdor Acoounts 0o* 1690.00 24/8/82
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APPENDIX D: 

320 	 T 1,Pzfl LUDE 
I. 	 ZEtt 1 

Cooporatiye Flsh UarketinR Plevised). 

Comergo Business Services and Finauoe/isherloso 

3. 	 Adm"+leri= AnC 
ong Cooperative Federation under the General supervision

of the Cooperative Division of the Kinistry or Iabour,Co-nice and Xnustries. 

4. 	 Other bartcimting Agencies 
Clome 1Alson with Fisheries Division. 

5. 	 Descrintion of Proljet 

a) The Ton, Cooperative Federation will supply the 
following services throuahout the 'Kingdomg 
1) urchase from cooperative and oithor

fishermen amd 0overument vessels all catchesof merchantable quality offered for bulk aloe.
ii) 	 ?"e#e, store, iee or otherwise deal with such 
orochasdthrouh preent facilities and those 

ill) 	 Distribution throuh Its member societies and
other suitable distribution points of finh 
required in the areas in vfich it in caught. 

4v) 	 Trmlportation of flh from catchinZ points to areas of short supply - ouch as Nuu'alofa ­
marketingi there. 

v) b-port of such fish for which there in no local 
economic demand. 

vi) Bale through It, am uaehouses and membersocieties to flehemsn, at reasonble pricee
the Inputs they require to secure their 
catches. 

b) Rtension of the above services - .rticularly in the area of fish processing - as required by the ine 
of the catch. 

c) trainin1 locally and overseas of staff of Tonae 
o r e Federation to m .unm the project*For 	this purposeteohnologst the services of a fish procossInMare 	required rst two years
eoarse
of the project)o 

a) 	 Reoeption of fish from eatehlg aronm 	 ooupled wit:iany proeesing necessary*
b) Devlojent of wholesale and retail mark ts for 	fiah

in both urban and ural res of tonCatapus
s) Provision of equirment, facilities and transport to 

oawy out these ai
4) Distribution of flshind equiment and oupplieo. 
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5.5 

506 

2. 

a) 	 Mnagement by Tonrp Cooperative Federation of the
 
iNl? fisheos inhtallation to enable it to pr6ceus

and dispose of the local catch to the best advantaoe
 

b) 	 Provision of working capital to enable the Fedoration 
,to purchase the expected artissnal eatch of 400 tons. 

c) 	 Market iand distribution in Vava'u of that part of

the oatch required for local oonsuytion.
 

a) 	 TranshiLment of fish to areas of scaree supply and
 
for export.
 

e) 	Distribution of fish equipment and supplies.o 

h~tNEL 
a) 	 Processing aind disposal of the local catch to the bet
 

advantages
 
b) 	 Provision of working capital to enable the Federation 

to purchase the expectsd artissnal catch of 400 ton. 
a) Trazhipant of fish to wvu of scarce supply and 

for export. 
a) Distribution of fishifn equipment aind supplies. 

(Notes The above operation assumes access to Government 
processinSp frosing and Leo facilities on a basis 
of equality with other oranisationm concerned with. 
fish mrketing. in HOlapat. Any other solution 
leads to a wsteful duplication of facilities@ 

Wlowever, two primary societies have been involved
 
with fisheries and it is anticipated that further 
such psmarles will be registered. Additional 
squipnnt will be needed to onsure their integration
into an orderly mrketing orniation.) 

!"m
 
a) 	 Installation of suitable plant to ensure adequate

supplies of io to l6cal Fishermon toaethor with suoh
processing may be neoesryo 

bo Provision of working capital to enable the Federation 
to purchase the expected artismnal catch. 

0) OwketLn# in 'lu ot that portion of the catch requirod 
for local oonsumptiono 

d) Transhipent of fish to Tongatapue 
O) Distribution of fishing oquipasnt and supplies. 
rlpmmwe, inmta 

Provision of working capital to enable the Tonga
Coo rative Federation to provide adequate supplies of 
ftaheries inputs at reasonable prices thro*&Mut the 
U ,oft expsoted rate of tuSovor of mw ofIM slow 
these itom Is seon as a Justification for seeking this 
huWui elment. 
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3. 

roL1ot Oblectives 
6.1 	 The project seeks to bring about the orderly marketinGof fish throughout the Kingdom. Also to bring to tho

fishermen those supplies and equipment needed for the 
extration of fish. 

6.2 	 Dy relieving the fisherman of the necessity of retailing
his fish to enable him to maximise the tims he spe-ls
fishing. 

6.3 	 By providing a mketing outlet for all fish offered for
asle to Stye an alternative income to auyone - andparticularly to the unemployed school leaver ­ who in 
.prepand to -ttah.. 

6.4 To Wro'Vide additional job opportunities within the
Federation for staff Involved with the handlin4g
processing and distribution of fish. 

6.5 	 To diversify the activities of the cooperative movement ­
comprising 68 multipurpose sooieties and one national 
apex 	society. 

6.6 	 To ensure the supply of fresh aid frosen fish 	throughout

the Kingdom as a substitute for imported proteins. 

6.7 	 To add to the Kingdonme for gaScurrency Income by the 
controlled export of*suitable fish. 

7. Danefata _andDr-fiaiarie­

7.1 Fishermen throughout Toa - artisanal and otherwise -vLl 	benefit from the ohoms* Sou d marketing is basic 
to the developent of the artimanal fleet and to the
development of fishine income additionan earner in 
to ariculture. 11o market - no comercial fishig. The 

speoent ad hoc arrangements are ins4equate to deal with 
the ]edicted catch.
 

7.2 	Fishing and the shorc based Infrastructure will croat 
Jobs for landless school I avers and others. 

793 	 Ooneumere throughout the Kingdom will benefit from the 
year round availability of chilled or frosen fish. 

7.4 	Movement of fish will utLlisc epty capacity on vessels 
meving within the island groupse 

7o5 The econoq of the Kingdom will benefit froml 
a) protein import subetitution froe the locally consu.-ed 

portion of the catcho 
b) forelg currency income from the exported portion 

of the catch. 

The- project will boost the ecoromAes of the outer "l]groups ace the main fish catching areas. Not only
wIl 	 Individual income beIncreased but an alternative sum of ineome to al oultural preduution will be puov1do4
in areas ich are umlikely to be attractive to indutrial 
developers. 

.Athou& mtest benefit will accrue to the owners ofthe larger boats oOmWising the artis.nal fleet the poorestsW. ower em aUM partioivte In the benefits offerd by
the projest. 
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9. agislot Cost
 

$452.000 

10. Proieso Finance,4 

Aid donor not yet idontifiodo
 

FUNDING SOURCE ?OT.L" 1984/85 FUTURE 

Aid Grants 452,000 257500 194,500
 

-Loanas-


Ton(a Govt. - - ­

'Other
 

(Notes Under Cooperative Societies Rulo No. 66 (3) tho
 
Statutory Roeorvo in indivisible and, even in 
liquidation not available for distribution. It
 
i; propooed, therefore, to protact the aid am-it 
by puttina it to this Statutory Reorve). 

11 Intez"l Rate of Ret-=n 

I 
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5. 

129 mlulementatio- Schodulo 

Projct Component Tear I Year 2 Year 3 Year 4 Year 5 

Fish Purchase x 
 x
I
 
Procossing Plants

'Eua x
Tongatapu x 

x x 

Processing Equip:
 
,Ha'apai x 
 x
 

IEua x I
 
Tongatapu x
 

Land & Building: 
'Eua x x
 
Tongatapu x I
 

Refrigerated Vehicle 
 •
 
Fisheries Inputo x 

Training & Travel X x • X X 
Technical Assistance x • 

- -

13. ProJaectSttu 

Updated Project. Original included as a Reserve Project in
1983/4 Developmnt Estimates - Vote 63 (a) Manufacturing
and Oommerce 3365,000. 
Uince the drafting of the oriinal project a Fish Marlcotin:
fxpert from the Amrican Volupteer Developmint Corps hascarried out an initial survey of the Federation's fishmarketini activities and potential. The CFTC Fish
MarketiMv Adviser took post on 5 February 1983. From thatdate to 31st Auust 1983 the Federation handled $26,000worth of fish (hriinced from its own romources) - $180000
of this in July and Auausto 

14. Date of Profile Proaration 

Original Profile 1 Feruary 1983 
Updato 19 October 1983 



FINANCE FDIX A 

PROJEC T COMI TMET • T o t al. .. - -" - - - . . . 
.. .C , ., coat Year 1 Year 	 2 Year 3 Yoar 4. Year 

CAPITAL EUDPiSES 
1. 	 Fish Purchase Catitkl
 

Vavaou 50 000 30,000 
 20,000
Ha'apai 30,000 5,000 15,000 10,00
 
'Eua 309000 10,000 10,000 10,000
 

2. 	 Fish Proopig lat
 
'Eua 30,000 10,000 
 10,000 10,000 
Tongatapu 20,000 20,0OO 

3. FUsh ProCeeuinrr Eqti 29 

Halapai 20,000 10,000 10,000
 
lEua 10,000 8,000 2,000
 
Tongatapu 20,000 20,000
 

4. 1an and BDui14ns 

'Eua 	 20,000 20t000 
Tongatapu 50,000 50,OOO 

5* Rfrg.erate iVe.}cle 22,000 22,000 

6. Fiheries Inut- 30,000 10, 000 10. 000 

7. Tmintng la yln_ 20,000 2,500 5,000 5,00 5,000 2, 500 
8.Technioal AsLateLee 100,000 50,000 50,000 

TOTAL CAPITAL 452,0OO 257,500 132,000 3.,000 15,000 12,5001 

All rocurront costs will bo rocouped from income Cunorated 
by project.
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APLENDIX E
 

1. 	Project Title. Doveloprcnt of Coopoertivo AgriculturalOpor 	tior. 

2. 	 Sector 
Bu..ineo Sorvic oa and F-Lacc,,:.ric olture.Corerce, 

3. 	 AdmrijtoriLnLA~o~ 
Federation undor the general oupervicior.Okn . Oo-o.:r,.tivo 


of tho Co-or)orAtive Division o! the Miniotr:. of Labour,
 
Cormnerce 	 and Industriec. 

4. 	 Other prnrtiI! A C i. 
Close lianor: with' , AYF 

5At 	 Project ..Oective 

5.1 To divoroify co-oporativo activitioc ini rcordmico with 
DPlV. 

tho Kinado. - but5.2 	 To mako available to fannerc throu hout 
-
particularly in the outer ilcnd supplico of aericul­

tur;-l inputs nt ro.aoncblo prices to nasiot L', tho incroa;, 
of ariulturnl production. 

5.3 	To hold adequate cetoch throughout to ,'r to avoid i, 'o, 
of t1icso roquiromenta. 

5.4 	 To roliove officers of !A.F of the reuoioibilit, of
 
1uindJin& thes up. .7t thuo aap.' '.in,- ti=.
 
on a:TloUtuml p--oduction. 

5.5 	To satioay ,ira 3.1(f) af tl]o Coconut Rovicw' ::touion 
interir report:­

"dovoloroc.t ol co-oper:.tivo societics to corc ao 
active agents for the disttibution o:^ fam i.: z; ........
 

5.6 	 To ;rovido adequcto rmr1ot,'n facilities for the romul­
tinj inaroxe in aTic ltural production. 

6. 	 Doritoo Projoot. 

6.1 The SOaA Co-operit..vc rcdcr:tioi - in close liaison 
iU jLh 	 - Imako b.th tc..ocMlO rll. the neoocu1.y omvrccu 

and Imoort into t'.o Yi.i'do:, Cie ci"rmtoult va.l tn 
rm:Auirotients of irrar.. 

6.2 The Federation will build the noooooary w,.rohouuinC 
facilitieo with cool roomo in Vava'u and ir,'lapalto storc 
those bulk inputu. Duc. purpose cheds rrili be erocta', 
to store inputc. ni to store agricuAturcl produce prior 
to shipmont. Ped ration storm. facilitio, prece.%l: 
o;:itin in Vavalu would be adequate for tVe first t .'o 
ycrmr of opero.tIon. 

6,3 Thromgh its sxtj odhsultl-urposo yrim..ry, nomber 
cooliotle the Fedrtlon wou. 4 vontunlly maku agicul­
tur:1 inputs mrzilablc thrtuho-at the Kin.mdom. .oreover, 
in vie of nreoent 	 lno: of fauitl-eo i- tho outer 
*l lvids 	 tha Faderet o,-, would conoentrute n VavaIu 

,3a anal societioo) 
In the w:x4ly vt: a of tho proaot.
2,micador sooietieo)t :rd (9 momber 



2. 

e ember end non­6.4 	 Prizary societies would cell tot 

membor. There in no roctriotion in Ton, or non­
member trading. Mlamorc wohad, of sores, bonofit 
from mny banun diatribution which in not availablo to 
non-mmocrro. Wo-maenbcro would be oncoursagc to join 
oo-operstivoi to anable them to prrticipato in thoeno 
benetits.
 

6.5 The Federatio would uso its chaln of mem'br sociatio 
oa buWisi stationr -or increraed agriculturta production. 
It would bulk agricultural produce, atore it prior to 
3hpecnt, .nd dispooe of it either within the Kingdor 
or by exp rt. 

6.6 The Fodernticn i. co-ops(artion with the Departccnt 
and K4F, A rount a series of cocumeq to tra4=. 

peroo'mol at both seocondary and prirazr level in the 
cLaracterictico xd use& of tho new products they wore 
handling. 

6.7 	 A vehicle would bo required in Tava' for dietribttcxi 
of Iayut. md colloctior: if crop pu.*aacoa. Any 
addition" eoWit muld be uosd to streaCn .n other 
waLl 	@ad uolceae oper.t.Q:w 1n the co-oc.rtivc 

ebaln. 
WT:- It Is pro.osed that Wi working ital rovidod for 

Ow Peorttion will be pu to tbo rrslrve Kun4. Undcr 
Oo-oparative 3ecietLw Pad* 6(3) thia rervc ic 
Ind1lveible nuu not asflr.ble for distribution th.un 
protoctisug the Srut UiMto 

Denefilt Sad Bencfici.rico. 

7.1 	 The prizry b¢.cficr1reo will be the rr .onul. ." 
in tAo outer tol.du. Ovor 2000 fM-l. 3rou~s : 
rembor of co-operstivo sociotioc, 7L.e'jc aro O4.Jed 
to contain comc 10,00 pooplo , o are L% dlrcot 
noitoct tirth tha oo.cportivc c..L:s.ki noted in 

6.4 -bovo non-,.crbre will be :.AitIo;t1 t s..iu11i.Lcr. 
All will bonefit from incrorned .roductlon. 

7.2 	 The nrtio,.,.l ooo:.oe .i1l ' onoit froi­

,) 	 incro.o:d toreii currency frcvr thm portion of tho 
inoro,ood crop o.orted. 

b) 	incre.iov :ille of thooo 2onplo tiaincd to O.4llc 

o) 	inorozod tizO VasIlbnl to MM' a.fcter: f(r~4 
fror Coirr'-n-, out fictlo., 4,ch nre .rooi1 
those 	 o' the co, crvmil acc,or. 

7.3 A14dtioonal co-' will be crjne4 Ln V,u oaI;onr
weithin tho 41ributiva C€,an. 

7.4 	 Me oo-o,)@r',vo noya: nt no . ?1(, will bn fit frf 
41Qrsoralc.tilo: of notivi, Ln %vAch woul4 ntroim,.hei.,"i 

C'rnrflantlh * 	 ,Al 

Tho irojeot will mrwk nvailAble earvices L; te rul 
aresa&u4 the outer 1e.ads i4.ich are aiot nvaliublo at 
preosent. The, serloue aohou4le.4 tc , iJAroeoe in 
produCtion withI u roe&1ltn Wlorg"LO IaiLmoo tj 9 r11. 
oetlvntora seljl teio rvicee. T. eertieeu ',eJ]1eIvnhls­
bIest vY 1.4O ovol n aotl j~i cantrno of h14not 	 poplation
 

(
 
*1!
 



3. 

Cfio tot.-a *:rojectcoa5t Is $2.,--,'4jOOO. 

10. Intenal Hato of ReZMn 

PflAM CC1;D-P01;T Yeacr 1 1Yc,.&t 2 Yoar 3 Yor1 Yoar 5
 

Crop Purohauo rmto 50O1 100%- -


IWrhouoing Uaa.x
 
Cool room lHals ai X
 

VWarohouning Vcv.'~u x
 
Cool rooin Voav'u X
 
V*:A±cle purchaeo x
 

Now project but persomlnel available to itsituto firt 

13. Date of Profile Pre)rr.ti2, 

2 Febrmzy 1983. 
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4. 

PROJECT PROFILE 

Dovelovment of Co-operative Anricutural Op,-ration
 

TOTAL 1983/34 .1..31/ 85/8 36/87 87;,o
PROJECT COUO ;IT , COST I 

CAPITAL ITEMS 

Workirn Capital
 

Crop Purchaso 20000 10000 10000
 
Agrc Tools 40000 16000 12000 12000
 
Soede 9000 3600 2700 2700

Fortilizor. 40000 16000 12000 12000
A ric Chemic*.le 40000 16000 12000 12000
 

Bui1diruo
 

,r-arhouooVlaowa~i 35000 35000
 
Cold Room 11a a';a 15000 15000
'Warehouoe Vavc.iu 35000 35000 
Cold Room Vava'u 15000 15000 1 

Vehicle 

Vev u 15000 15o0o0,0, _, _____ 

TOT.I. CAPITAL 26.000li 12660 487001 700
 

All rocurrcat coOto 'ill bo r c.t fronn inOomo 
gonCOrated from tho project. 

http:Chemic*.le


APP:,IXF
 

MUER O? ,.-OPRATIVE 

IN TVOUA BY TYrPE 8 wCaTiO 

2M onm !aal Ha Ianai Total 

uti Purpose* 28 5 18 8 59 
Thrift and Loan 7 1 8 
Industrial 1 1 
Conuuer * 5 1 6 
Development (Village) 1 1 
Canteen 1 1 
Secondary _ - - 1 

43 5 21 8 77,*, 

Indicates basis they are registered. Does not mean &llare operatinC 
as multi pur.se societies. 

These are primary societies tfat are members of Federation 

o Also primary societies in Federation 

eee 
 65 of'these are primary societies in the Federation 



wtinii G mam OF TIMM~ON 0BM I W& VS m T o 

10 MKD=A S)CIWI Oil 3 NWK ISLA=NDS LJQ3 

1 2 3 4 5 6 7 8 
1. t . 1977 1977 1973 1977 ke 1977 1968 
I b imb. 51 52 U 100 ko 20 31 41 
3. 4 mandoou 0mC. Gm. GM. ox. Gro. ro¢c. GIo. Grao.

Wmotor fiiornt. Flsh oat Ph & urdi &O.m Ntt. Cum Tna. On* Van. 
4e Aw. 10dys VoIL. Be 457 170 565 454 1312 475 400 600 

5 IN k 
5. lPo~fldm 19S3 p p L L L P 

$64 $10 73D $1,669 ($215) 85,174 ($1,582) ($578) $663 
6. Creat w ID I .0 a To ]z 

1. ho Sub. De, £1 eon to am mb 
go. lurnit 45% 400 40% 35% 40%hom mmb.ho. 60%g 25% Ike 

8. lmilv==mt ofmem ln ot " m by mom dw*epspu 

9. Obs - wfm mt sawlettw sent to eoetary eM doe t got dLmtibuted rcu 

10. Bzq-gneM tot ablp - Pzaeme abes of $to*h - p]loe vares f rie $ 5.U-.o.o 

Uo 296s£%amat m t of awiAb os In dope yadcmse tumr otar then co-opattvo uhlomle .outiintes run mund 40 
doe mot no al Item ste4 La stors. 

m Gany sdl11mt SAAt o-oP-- del; eaint met e m applsle on the trm* ad more frequent delivelo ,are 

13. Na uwm of I lo keqemm 

14. J6M fis pqpmst for u iaJs desrol (Tav'.a hOwetlo) 
5. b h In eUMO vmll-we mONG m VOCZfr6mted boes Ln SaMPS - p or mlar emwW boxes mIght be the 

9 1010 
1. Me 

3022 

Grio. Gme. 
lurch & 
Mrs Van. 

3) 200 

.1,817 (8100) 
Tm ]z1-


50% At 

- 50A Co-op W1.isms 

needed. 

L 



APPENDIX J: Local Employees - TCF
 

CHART 3 



APPENDIX I: Monthly Sales 
- Handicrafts
 

CHART 2
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APPENDIX H: Monthly Sales - Wholesale
 

QIART 1 



APPENDIX K: Map of Tonga 
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