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Currency Unit	 - Western Samoa Dollar (or Tala)(WS$)

At the time of Project Appraisal (November 1977)

WS$1.00	 =	 US$1.30
US$ 1 .00	 WS$0.77

At the time of Project Completion Mission (November 1983)

WS$1.00	 US$0.62
US$ 1 . 00	=	 WS$1.61

At the time of Post-Evaluation Mission (August 1985)

WS$ 1 . 00	 US$0.46
us$ 1 .00	 =	 WS$2.16

ABBREVIATIONS

0

Copra Board of Western Samoa
cost-insurance freight
European Economic Community
free-on-board
metric ton
Mill Management Consultant
Project Implementation Consultant
Public Works Department
Samoa Coconut Products Limited
Special Project Development Corporation
South Pacific Developing Member Countries
Turnkey Contractor
Western Samoa Trust Estates Corporation

NOTES

1. The fiscal year (F'?) of the Government and that of the
SCPL coincides with the calendar year.

2. Throughout this Report, "$" refers to US dollars.
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PREFACE

This Project Performance Audit Report (PPAR) reviews the
Coconut Oil Mill Project in Western Samoa for which a Bank loan (No.
328-SAM(SF)) of US$2.25 million was approved on 13 December 1977. The
Government had requested the Bank to provide technical and financial
assistance for the Project which was included in the Third Development
Plan (1975-1979). The establishment of the coconut oil mill aimed at
processing the country's entire copra output into high-value products
for export to augment the export earnings of the country. The Project's
technical and financial feasibility was eablished by a consultant
provided under a technical assistance grant.— The Borrower was Western
Samoa and the loan proceeds were relent to the newly established
Executing Agency, the Samoa Coconut Products Limited (SCPL).

Consulting services were provided under the loan to assist in
the design, bid evaluation and supervision of civil works construction
and installation of turn-key equipment. Also, a management consultant
assisted in the Initial operation of the mill. The equipment was
procured on a turn-key basis through international competitive bidding
procedures from Malaysia. The civil works construction was negotiated
locally with the Government-owned Special Projects Development
Corporation (SPDC). The Project was commissioned for commercial
operation 20 months behind the schedule envisaged at appraisal. The
loan was closed on 31 December 1984 after the closing date had been
extended by nine months. The total cost of the Project amounted to
$5.289 million and involved a cost overrun of 47 per cent. The Bank has
complemented Its support for the Coconut Mill Project with a loan to the
Western Samoa Trust Estates Corporation (Loan No. 338-SAM(SF)) and a
loan for Agricultural Development (Loan No. 485-SAM(SF)) both of which
included components to increase the coconut crop, the country's major
export item. The Bank furth1 assisted the agriculture sector with two
technical assistance grants.—

A Project Completion Report (PCR) prepared by the Bank's
Industry and Mineral Division is appended to this Report. The PCR of
June 1984 discusses the Project's formulation and design, its
implementation and some technical aspects of its Initial operation; the
Post-Evaluation Office generally accepts Its observations and
conclusions. This PPAR focuses on institutional aspects, the demand for
and prices of copra and coconut oil, the economic issues of coconut oil
processing In Western Samoa, and the oil mill's financial position and
long-term financial prospects.

This PPAR is based on a review of the attached PCR, the
Appraisal Report (AR), documentation In Bank files, and discussions with
Bank staff. The Post-Evaluation Mission (PEM) visited Western Samoa in
July 1985 and held discussions with Government agencies, the management
and staff of the SCPL and suppliers of copra. Copies of the draft PPAR
were submitted to the Borrower, the Executing Agency and Bank staff for
review and comment. Comments received are reflected in the Report.

!/	 T.A. No. 172-SAM In the amount of US$37,000 approved on 19 July
1976.

2/ T.A. No. 189-SAM in the amount of US$73,000 approved on 24 February
1977 and T.A. No. 586-SAN In the amount of US$215,000 approved on
10 February 1984.
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BASIC PROJECT DATA

COCONUT OIL MILL PROJECT
(Loan No. 328-SAJI(SF))

Independent State of Western Samoa

Samoa Coconut Products Limited (SCPL)

Mission
Completion

Project Engineer
Sr. Operntlons Officer
Financial Analyst
Counsel
Coconut Mill Consultant
Country Economiet
Operation Manager
Sr. Project Engineer
Sr. Project Engineer
Control Officer
Sr. Project Engineer
Financial Analyst

Total Man-day.

Han-

16
16
16
16
16

9
2

'V
8
8

115

OTHER RELATED BANK-ASSISTED PROJECTS AND TECHNICAL ASSISTAMCE

Mount
Projects	 Loan No.	 ($Mn)	 Approval

WSTEC Agricultural Development 	 338-SAM	 3.0	 22 December 1977
Aericultural Development	 485-SAM	 3.0	 27 November 1980

Technical Assistance	 l.A. No. Mount	 Approval

Agricultural Development	 189-SAN	 73,000	 24 February 1977

	

RSTEC Agricultural Development Planning 225-SAM 150,000 	 22 December t77
WSTEC Agricultural Development

Project IT	 308-SAIl	 64,000	 7 October 1979
Agricultural Sector Study	 586-SAM 215,000	 10 February l9R

*/ Technical Assistance No. 172, Project Preparatory, Special Fund.
/ Evaluation methodology based on domestic production coats - refer to text, paras 59-61.

c/ The Project was formulated and prepared under T.A. No. 172-SAM, approved on 19 July 1qg and date of
completion in December 1976.

df Semi-Annual Report and Loan Administration and Technical Assistance as of 31 December 1°84.
ef Loan Agreement
TI Pro-rated man-days



I. STJMNARY

1. The Coconut Oil Mill Project was formulated and appraised as a
major undertaking under the Third Development Plan (1975-1979). It is
part of the effort to develop the potential for processing indigenous
raw materials to augment foreign exchange earnings and contribute to the
national economy.

2. The Project experienced a 20-month delay and a cost overrun
of ill per cent in terms of total cost in local currency, and 47 per
cent in foreign currency. Part of the delays and cost increases
occurred when modifications and additions to the Project components were
introduced during Project implementation. However, most of these
changes to the Project were useful adaptations and have either increased
capacity or efficiency.

3. The Project has achieved its objective of processing the
entire commercial coconut crop Into oil and meal for export. It has
also generated employment opportunities. In the context of creating
economic linkages, some use is being made locally of oil and meal but it
is too early for major linkages to have developed.

4. However, the objective of establishing the Samoa Coconut
Products Ltd. (SCPL) as a self-sustaining institution with multiple
functions in supporting the development of the coconut sector has not
been fully achieved. While SCPL's financial position as a commercial
entity has a sound base there is a need to coordinate and streamline the
functions of SCPL and the Copra Board to assure SCPL's institutional
sustainability and to increase efficiency in the production and
marketing of coconut products. Also the task of creating a cadre of
suitable Indigenous managers has not yet been fully accomplished.

5. The Project has a high economic internal rate of return (EIRR)
of 30 per cent. However, if international prices for copra and oil are
used in the evaluations, the processing of all copra into crude oil
does not indicate maximum contributions to the national economy. This
suggests that flexibility should be provided to SCPL to export either
copra or oil or a combination of both in response to advantageous terms
in the world markets. Current institutional arrangements appear to
impede the optimization of returns for the economy and the Project's
economic objectives are therefore only partly achieved.

6. The following points are of particular interest from the
Bank's point of view:

(i) The provision of expatriate management for the
initial operation waè a well-conceived Project
component. However, the Bank's concurrence, at the
insistence of the Government, to use local staff has
proved to be a constraint on operations, because it
turned out that suitable local staff was not as
readily available as assured by the Government (paras
37-38).



-2-

(ii) The Government and SCPL'S Board need to make
concerted efforts to recruit qualified indigenous
personnel and to provide management training (paras
43-44).

(iii) The implications of establishing a new corporate
entity within the institutional framework of the	 -
coconut sector and the need for streamlining and/or
reform were not addressed at the time of appraisal
(paras 34 and 88-90). 	 -

(iv) The Project may serve as an example for agricultural
raw material processing in South Pacific countries in
regard to design, technology, corporate status and
management arrangements. However, the experience
points to the need for detailed analyses of the
economic costs and benefits, and of the institutional
framework in each particular situation (paras 17-18

and 99).
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[I. FINDINGS

A. Project Objectives and Scope

1. Objectives

7. The Coconut Oil Mill Project was formulated as part of the
strategy of the Third Development Plan (1975-1979) whereby new
industrial activities were to be based on the processing of indigenous
raw materials. The processing of copra, the country t s maj1y
agricultural cash crop and export commodity appeared a logical step.—
The Project was consistent with the Government's intention to maintain
its share in the International coconut products trade which undergoes
changes because former importers of copra are phasing out their
extraction plants and are shifting to the Import of coconut oil.

8.	 The Project was formulated with the following objectives:

(i) processing of indigenous copra into coconut oil and
meal for export;

(ii) contributing to the national economy through value
added by milling of copra into oil and generating
foreign exchange earnings; and

(iii) establishing new industrial activity and creating
employment and linkages with other activities.

9. To achieve the objectives the Bank and the Government
considered it appropriate that a new corporate entity, the Samoa Coconut
Products Ltd., (SCPL), be established to operate the Mill, purchase
copra, and market the products.

10. It was realized at the time of appraisal that the Project
would have ramifications throughout the entire coconut sector and Bankts
concern extended therefore beyond the objective of merely installing an
agro-industrial processing facility. For instance, the Bank was
concerned with fuller utilization of the country's potential to increase
coconut production - thereby assuring sufficient supply of copra to the
Mill. A number of measures were identified to improve cultivation
practices, i.e., systematic weeding, application of fertilizer and
pesticides, removal of diseased and senile trees and their replacement
with high-yielding varieties (AR, para 9 and PCR, para 8). Although no
quantitative targets were specified, the Government agreed to pursue
relevant programs to improve cultivation practices. 	 In particular

1/ Production of copra is estimated to account for about 15 per cent
of gross domestic product (GDP) and 55 per cent of total export
value (see Western Samoa Agricultural Sector Study, ADB, October
1984).
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continued governmental support for the coconut replanting scheme was
formally agreed upon. Two of the Bank's subsequent agricultural
projects included portions which were aimed at improving the
productivity of the Western Samoa Trust Estate Corporation's %/STEC)
coconut plantations as well as the productivity of small growers.-

11. The Bank further identified the need for institutional support
and improved incentives for the coconut producers, such as the
production and distribution of seedling of high-yielding varieties,
credit facilities for coconut producers, provision of more feeder roads
and copra collection centers, and continued price stabilization to the
advantage of the producers. Specifically agreed with the Bank was the
setting of reasonable2 yurchase prices for copra to ensure the supply of
copra to the Project.-

2. Scope

12.	 At appraisal the Bank-financed components of the Project were:

(i) installation of copra crushing and oil expelling
equipment (3 units) with all ancillary facilities to
process about 73 mt of copra and to extct 46 mt of
crude oil and 24 tnt of copra meal daily;—

(ii) provision of consultant services to carry out design,
bid evaluation, supervision of construction and
training of Mill personnel in plant operation, and
maintenance; and

(iii) provision of expatriate managerial personnel for
initial operation of the Mill and training of
indigenous personnel.

13. The Bank's loan was inynded to finance the foreign exchange
cost of the Project components.— The Government was to finance the
local cost of the major portion of site development (including water
connections, a transformer substation, access roads) and the civil works
construction (including the Mill building, a 2,000 nit copra storage shed
and other small buildings and structures).

1/ Loan No. 338-SAN(SF), WSTEC Agricultural Development Project of
$3.0 million, approved in December 1977 and Loan No. 485-SAM(SF),
Agricultural Development Project of $3.0 million, approved in
November 1980.

2/
	

Loan Agreement, Schedule 6, para 2.
3/ An earlier Project formulation had been amended during appraisal

with the inclusion of one more expeller unit to increase the
capacity from 50 nit to 73 tnt daily or from 16,000 mt to 24,000 tnt
annually.

4/ The Bank-financed components represented 73 per cent of the
total cost of the Project as defined at appraisal.













































































ACTUAL AND PROJECTED STATEMENTS OF CHANGES IN FINANCIAL POSITION, 1978-1997
Samoa Coconut Products Limited

(WS$ '000)

	

Construction	 ACTUAL	 ESTIMATED	 PROJECTIONS

Period	 June-Dec.	 Jan-May

	

Aug.1978Apr.1982	 1982	 1983	 1984	 1985	 1986	 1987	 1988	 1989	 1990	 1991	 1992	 1993	 1994	 1995	 1996	 1991

SOURCES

Operations
Net Profit After Tax (Loss)	 -	 (362)	 697 3,131 1,749 1,695 1,454 1,307 1,328 1,339 1.422 1,043 1.054 1,057 1.057 1.115 	 308

Depreciation	 -	 192	 283	 287	 348	 473	 473	 473	 473	 473	 349	 349	 349	 349	 349	 249	 104

Amortization. Preoperat ing
Expense	 -	 44	 56	 56	 56	 56	 12	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Total Working Capital(Deficit)
Provided From Operations 	 (126)	 1,036 3,474 2,153 2,224 1.939 1.780 1.801 1.812 1,771 1,392 1,403 1,406 1,406 1,364 	 412

Borrowings	 2,461	 180	 223	 347	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Grante	 447	 (447)	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Equity	 750	 1.043	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Total Sources	 3,568	 650	 1,259 3,821 2,153 2.224 1,939 1,780 1,801 1,812 1,771 1,392 1,403 1,406 1,406 1,364 	 412

APPLICATIONS

Investment/Fixed Assets 	 3,984	 1,264	 84	 616	 149 2,000	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Repayment of Principal 	 -	 41	 62	 415	 415	 337	 317	 317	 236	 236	 236	 236	 124	 -	 -	 -	 -

Loan to Grant-Capitalized 	 -	 235	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -
Current Portion of Long-term Debt	 58	 205	 239 (111)	 16	 (83) -	 (81) -	 -	 -	 -	 -	 -	 -	 -	 -

Dividend Payment.	 -	 -	 -	 -	 -	 269	 269	 269	 269	 269	
269	 269	 269	 269	 269	 269	 112

Total içplications	 602	 1,745	 385	 914	 580 2,523	 586	 505	 505	 505	 505	 505	 393	 269	 269	 269	 112
Change in Working Capital 	 (384)	 (1,095)	 874 2.907 1,573	 (299) 1,353 1,275 1,296 1,307 1,266	 887 1.010 1,137 1.137 1,095 	

300

Change in Working Capital
Increase (Decrease) in
Current Assets-
Cash	 48	 (48)	 1,024	 588 1,982	 (382) 1,353 1,194 1,296 	 (193) 1,266	 887 1,010 1,137 1,137 1,095

	 300

Receivables	 5	 130	 21	 540	 (1) -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Inventories	 -	 474	 133 2,108	 (443) -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

Net Increase (Decrease)	 53	 556	 1,178 3,236 1,538	 (382) 1,353 1,194 1,296	 (193) 1,226	 887 1,010 1,137 1,137 1,095
	 300

Inc rease (Decrease) in
Current Liabilities -
Payables/Overdraft	 319	 1,446	 65	 446	 (49)	 -	 -	 -	 -	 (1,500)	 -	 -	 -	 -	 -	 -	 -

Current Portion of Long-Term Debt 58 	 205	 239 (117)	 14	 (83) -	 (81) -	 -	 -	 -	 -	 -	 -	 -	 -

Net tncrease(Decrease)	 437	 1,651	 304	 329	 (35)	 (83)	 -	 (81)	 (1,500)	 -	 -	 -	 -	 -	 -

Change in Working Capital
Increase (Decrease)	 (384)	 (1,095)	 874 2,907 1,573	 (299) 1,353 1,275 1,296 1,307 1.266	

887 1,010 1,137 1,137 1,095 	 300

Debt Service Payments (WS$'OOO) 	 -	 255	 381	 696	 631	 508	 443	 437	 319	 300	 281	 261	
129	 -	 -	 -	 -

Debt Service Ratio (No. of times)	 -	 0.35	 3.56	 5.40	 3.75	 4.72	 4.66	 4.35	 5.91	 6.25	 6.46	 5.43 10.92
	 -	 -	 -	 -

(Ref eremce in text: page 14, para 49
page 15, para 52
page 28, para 93)
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1, 307. 000
1, 328. 000
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1,422.000
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236.44 7
338. 373
334.85 3
404.000
529.000
485. 000
4 73.000
473. 000
4 73. 000
349.000
349.000
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349.000
349.000
249.000
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55.585
224. 560

2,175.760
4,632.603
2,328.699

149.131
703. 761
149.000

2,000.000.

(1,934.000)-'

C	 55.585)
( 224.560)
(2,175.760)
(4,632.60 3)
2,229.96 7
1,384.835
3,019.611
2,220.000

39 5.000
2,065.000
1,900.000
1,884.000
1,876.000
1,816,000
1,417.000
1,408.000
1, 406 .000
1,406.000
1,364.000
2,346.000

FINANCIAL INTERNAL RATE OF RETURN CALCULATION

Samoa Coconut Products Ltd.
(In WS$'OOo)

Capital
	

Net Profit
	

Depreciation!
	

Net Cashf lows
Year
	

Cost at 1984 Price	 _After Tax
	 Amortization
	

Interest
	

At 1984 Terms

/ Residual value assumed as 10 per cent of the total cost of the fixed assets of SCPL and about
50 per cent of the working capital as of end 1984.

FIRR (interest during construction excluded) = 14.9%
FIRR (interest during construction included) = 14.4%

0-
x

(Reference in text: page 15, para 54)
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Appendix 10
Page 1

ASSUMPTIONS USED IN THE FINANCIAL ANALYSIS AND PROJECTIONS AND
IN THE CALCULATION OF THE FINANCIAL RATE OF RETURN

1. Financial Statements form 1982 to 1984 are based on actuals. All
projected values are in constant 1984 values.

2. The useful life of the plant is assumed at 15 years (beginning and
ending at mid year) which together with Project's implementation
over 3 years determines the evaluation period of 18 years. The
SCPL's financial year is from 1 January to 31 December.

3. All billings are collected during the month of sale at fob value
(net of freight insurance and broker's commissions).
(a) The fob price of coconut oil used in the projections was

derived as the average of the selling prices from 1975 to 1985
all converted to 1984 values. This price is US$635 per mt or
about WS$1,321 per mt at the 1984 exchange rate of
WS$2.081=US$1 (see Table 1).

Table 1: FOB Price of Coconut Oil and Copra Meal
US$/mt at Constant 1984 Values

1975 to 1984 (Actual) and 1985 (Estimate)

Coconut Oil, fob Price	 Copra Meal, fob Price
Year	 US$ per mt	 US$ per mt

89
92
118
101
111
109
102
98
105
90
37

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985 (Estimated)

449
456
632
650
919
572
495
397
662

1,050
703

(b) The fob price of copra meal is similarly determined with US$95
per mt or approximately WS$ 199 per mt at the same exchange
rate (also refer to Table 1).

4. Investment cost of the Project including planned investment for
1985 and 1986 are summarized below in Table 2 on current and 1984
values and converted into WS$ at the 1984 exchange rate.

(Reference in text: page 15, para 50
page 15, para
page 16, para 56)




