UNIVERSITE DOTTAWA .. ECOLE DES GRADUES

DEVELOPMENT OF NATIONAL ACCOUNTS
FR FIJI ISLANDS

by Mohammed Ali Sahib

Thesis presented to the Faculty of Social
Sciences of the University of Ottawa as
partial fulfillment of the requirements
for the degree of Master of Arts

Ottawa, Ontario, 1962

Universitay

BI®LIDTUECA

Otrav,gnsi®

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES




UMI Number: EC55768

INFORMATION TO USERS

The quality of this reproduction is dependent upon the quality of the copy
submitted. Broken or indistinct print, colored or poor quality illustrations
and photographs, print bleed-through, substandard margins, and improper
alignment can adversely affect reproduction.

In the unlikely event that the author did not send a complete manuscript
and there are missing pages, these will be noted. Also, if unauthorized
copyright material had to be removed, a note will indicate the deletion.

®

UMI

UMI Microform EC55768
Copyright 2011 by ProQuest LLC
All rights reserved. This microform edition is protected against
unauthorized copying under Title 17, United States Code.

ProQuest LLC
789 East Eisenhower Parkway
P.O. Box 1346
Ann Arbor, Ml 48106-1346



UNIVERSITE DOTTAWA .- ECOLE DES GRADUES

CURRICULUM STUDIORUM

Mohammed Ali Sahlb was born August 6, 1929, in
Lautoka, Fiji Islands, He received the Bachelor of Arts
(Honours) degree from Government College, Lahore, West
Pakistan, in 1955. He received the Master of Arts degree
in Statistics from the University of the Panjab, Lahors,
West Pakistan, in 1957. According to the University regula-
tions a thesis for this latter degree was not compulsory,
but he did specialized work in demographic branch of statis-
tics. He worked as statistlician for the Govermment of Fiji
in the Customs Department, Burns Commission's local staff,
and Commerce and Industries Office during the period from

October, 1957 to August, 1960.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES




UNIVERSITE DOTTAWA - ECOLE DES GRADUES

CONVENTIONS

Although it 1s customary to adopt a phonetic form of
spelling for Fijian names in maps, reports and writings on
Fiji likely to be read outside the Colony, the standard
Fijian spelling 1is adopted in this thesis. It is not con-
sidered that to the majority of the uninitiated outside Fiji
the correct pronunciation will be a matter of great concern.
For those who wish to use it, the following table will be
an adequate guilde:-

b is pronounced "mb" as in timber

c ngpt that
da Hng" band
q Bnggh finger

A1l sums of money are expressed in Fijian pounds un-
less stated to be otherwise. The official rate of exchange
is & Fijian 111 = & Sterling 100 = $ Canadian 295,188.

Government Departmental Reports and other Government
publications are normally issued as papers in the Journal of
the Legislative Council of Fiji, and have an admirably simplg
reference by number of paper and year. They are referred to,

for example, in the form C.P. (for Councll Paper) 29/1958.
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INTRODUCTION

Comprehensive economic poliecies are almost always
formulated on the basis of national accounts analysis.
Without this basice information the development plans of
emergent nations are necessarily haphazard and unco-
ordinated. Resources tend to be inefficiently utilized and
the maximum social productivity remains unattained.

Many underdeveloped countrles are aware of the nseed
for national accounts but they are invariably poor in
statistical information. Serious attempts are being made
to remedy this deficiency. The task is so enormous that
it will be some time before these countries have adequate
statistics.

Advenced countries have come to the aid of under-
developed nations by seconding experts to them to help
organize national income studies. These experts have to
cope with two fundamental tasks. First, economic concepts
which are appropriate in developed economies must be modi-
fied and in some cases redefined in the context of developing
economies. Second, ingenulty must be employed with the
poor statistical data in estimating sectors and components
to arrive at realistic national product and expenditure
aggregates,

This report is a case study of the Fiji Islands'
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INTRODUC TION viii

national income and social accounts. It begins with a =mur-
vey of the collection, coverage and adequacy of statistical
material available in Fiji, This will be of particular
importance in revealing some of the obvious shortcomings
inherent in the unco-ordinated raw datsa.

The conceptual difficulties are considered in the
second chapter. The presence of a large volume of sub-
sistence activities in the economy makes it necessary to pay
special attention to this phenomenon so that the true account
of the national output may be presented in any estimate,

A sultable methodological framework is discussed in
Chapter III. Its use, 1t 1s suggested, will not only reveal
the operations of the Fijl economy but also help organize
the collection of statistics which are essential, relsvant
and comprehensive,

In Chapter IV this national accounting framework
is 1llustrated with the available or estimated data for the
year 1958, The following chapter describes the sources and
methods of compiling the given statistics.

Chapter VI proposes the possible trend of develop-
ment in the general field of statistlies in Fiji. Future
need for benchmark statistlcs and constant price estimates

is considered.

Indirectly this report is an extremely valuable
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INTRODUCTION ix

prelude to the type of work the writer will be expected to
do on his return to Fiji. It is therefore contended that
this is the type of practical academic qualification which

best prepared students from emerging countries.
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CHAPTER I

DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI

The usefulness of comprehensive and reliable economic
statistics is obvious. A firm must have adequate data
about production, labour costs, prices, raw materials and
inventories. An industry will need to have information on
markets, imports and exports, taxes, and so on. A state
which has responsibilities towards its people and which is
required to play a role in the international sphere, must
have more comprehensive statlstics of all types. But an
underdeveloped country, such as Fiji is, has all the more
need for statistics of economic and non-economic nature.
It needs statistics about world market conditions so as to
be able to sell its exports by producing them at favourable
costs., Statisties are required to assess its internal
potentialities in order to diversify its economic base and
thus avoid being wvulnerable to fluctuations in interna-
tional prices for its exports, to suggest productive chan-
nels of investment within to private capital from abroad,
and above all to seek aid from other countries and inter-~
national agencies for its future development. No compre-
hensive long term development plans can be drawn without
such information. And plans to underdeveloped countries

are absolute necessities.
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DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI 2

Less developed countries or economies came into the
focus of world's interest and attention after World War II.
It is interesting therefore to note the changes in termi-
nology applied to these less industrialized countries withinp
this short period of time. Writers used to speak of them
as "backward" nations, which naturally irritated the
peoples of those lands. The United Nations to avoid offencd
used the roundabout expression "less-developed", and some-
times "underdeveloped". Today most people adopt the exprest
sion "underdeveloped",l or still more recent term, the
"emerging" nations. It is believed that this latest term
has a more ready appeal than any expressions previously
used.
What is generally implied by the expression?

Samuelson gave this answer:

An underdeveloped nation is simply one with real

per capita income that is low relative to the

present-~day per capita incomes of such nations

as Canada, the United States, Great Britain, and

Western Europe generally. TUsually an under-

developed nation is one regarded as being

capable of substantial improvement in its income

level.

Others have added to the low per capita income

1 p, samuelson, Economics, An Introductory Analysisg
New York, McGraw Hill, 6 ed., 1958, p. 751.

2 Ipbid., p. 752.
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DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI )

other economic characteristics in their explanations of the
underdeveloped country. They are:

- High proportion of the population in agriculture.
It would be possible to reduce the number of
workers in agriculture without affecting total
output.

- Considerable disguised unemployment and a lack
of opportunities outside agriculture.

- Whatever savings do exist are usually achieved
by a.... class whose values are not conducive
to investment in industry or commerce. Other
sources of capital are very meagre,

- The primary industry, that is, agriculture,
forestry, and mining, are usually the residual
employment categories.

- Major proportlion of expenditures on food and
necessities.

- Poor credit_facilities and poor marketing
facilities.d

Another important characteristic, if not the definition of
underdeveloped countries, 1s the lack of adequate reliable

statistical information.

1. Collection of S8tatistical Data in the Past

The group of islands, some 300 in number, which go
by the name of Fiji Islands, was ceded to the United King-
dom Government on the 10th of October, 1874, by its para-
mount chief, Cakobau, when he faced difficulties to meet

his fictitious "commitments" claimed by some white traders

3 Harvey Lelbenstein, Economic Backwardness and
Economic Growth, as quoted by Benjamin Higgins in his book
Economic Development, New York, Norton & Co., 1959,

p. 11l.
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DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI 4

who had gone to the Islands in the 1820's for sandal wood,
and later for beche-de-mer, a sea-slug which, when dried,
found a ready market in China for culinary purposes. A
fresh tide of white immigrants, particularly from Australiaj
came to F1ji following the end of the alluvial goldmining
in Australia, in 1865,4 by which time there was 8 permanent
white population of planters. Their main activities were
concerned with production and trade in coconut oil, coconut
fibre, beche-de-mer, tortoise shell, cotton and sugar.
Sugar and cotton were belng cultivated on plantations, and
in the 1860's cotton particularly enjoyed a boom owing to
the cutting off of American supplies through the American
Civil War. Sugar, which was later to become the backbone
of Fiji's economy, was first exported in 1875.5
The hend-over of Fiji Islands, rectified by a Deed
of Cession, the Fijian Magna Carta, was in fact necessitated
among other things by the apprehension of the natives
arising out of arbitrary "purchases" of large tracts of

land by the white settlers for such articles as axes,

clothes, iron, etc. The take-over, it was believed by the

4 c. 0'Loughlin, The Pattern of the Fiji Economy,
The National Income 1950-1955, Suva, Government Printer,
1956, p. 4.

5 Ipid.
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Fijian6 people, partieularly the chiefs, would put an end
to such abusive practices and protect the Fijian race in
respect of their culture, habits and rights especially to
land.

The first Governor, Sir Arthur Gordon, was appointe(
in 1874 to this constitutional Crown Colony. He organized
an administrative machinery and took as his first task the
"arresting of the rapid break-up of Fijlan society under
the pressures of European private enterprise, pressures
which the Cakobau Government was qulte unable to control
or withstand".’ This attitude of the officials from the
beginning in fact contributed to Fijians adopting sub-
sistence, and not the market type exchange, economy.

With the administration organized collection of
statistics, the bare minimum, was largely as a byproduct
of administrative process. Two departments in particular
have been quite active in the collection of statistics
through this method.

The Customs Department of the Government of Fiji
compiled valuable trade statistics, Information on imports

and exports with dlstinctlon between domestic export and

6 The term "Fijlan" refers to the indigenous people
of Fiji. Other races go by their respective names, viz:
Europeans, Indians, Chinese. In this thesis, therefore,
this distinction will be maintained.

7 0.H.K. Spate, The Fijian People: Economic Problems
and Prospects, Suva, Government Press, 1959, p. ol.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES



UNIVERSITE DOTTAWA .. ECOLE DES GRADUES

DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI 6

entrepot trade are today available from 1891.
Even for the period before 1891 some statistics
were avallable as the following clearly shows:

e..In 1878, four years after the cession of Fiji
to the British Crown, the values of the colony's
main exports were as follows:- Copra £122,194,
cotton £20,000, sugar %£18,640, There were in
Fiji 9,166 acres of coconut plantations, 2,390

of cotton, 1,219 of sugar, and 1,000 of maize.
Banana shipments were started in 1877 and reached
45,062 bunches by 1879. The recorded values of
ecopra and sugar exports had more than doubled in
the four years after cession. The colony's imports
had also practically doubled in value., In 1875,
Government Revenue stood at -£16,000 and Expendi-
ture at 470,000, but by 1878, Expenditure had been
brought into line with Revenue which had nearly
quadrupled and stood at £61,000...8

The other reliable statistics existing in Fiji 1in
the early days was the migration statisties particularly
of the Indian immigrants brought into Fiji as indentured
labourers to work on the sugar plantations after attempts
to use other neighbouring Pacifie Islanders from Solomon
Island and Ellice Island had been unsuccessful, The first
group of Indlan immigrants, 48l in number, arrived in Fiji
in 1879. By this time the Indians had built up a reputa-
tion as good plantation workers, especially in sugar cane,
by their records in Mauritius, British West Indian Terri-

tories and Natal, South Africa, Immigration of Indians was

8 ¢. 0'Loughlin, op. cit., p. 5.

UNIVERSITY OF OTTAWA . SCHOOL OF GRADUATE STUDIES




UNIVERSITE DOTTAWA . ECOLE DES GRADUES

DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI 7

slow in the 1880's but was speeded up in 1890s., By 1896
they numbered over 10,000, Besides indentured labourers
there were the free settlers and by 1904 about 10,000 of the
total 22,700 were free settlers. When the indentured systen
ceased in 1916 there were 62,837 people in total to be
introduced under the system, Of these 24,655 exercised
their rights of repatriation.®

These immigration figures had to be collected for
obvious reasons, and today provide a valuable nucleus for
demographic studies of Fiji Islands.

Health and vital statistics also apparently have had
an early start. 1In 1899 a Commission was appointed to look
into the causes of decline of the Fijian population which
from a reputed 150,000 at the time of Cession in 1874 had
declined to less than 100,000 in 1901 probably due to
contact of European diseases.lO Obviously the Commission
must have compliled revelant statistics on which to base its
recommendations., It is conclusive therefore that the
impetus of today's elaborate vital and population statisticq
originates from the foundation work carried out by this
Commission. The Commission had recommended that the Govern-

ment undertake expenditure in medical, sanitation and

9 R. A, Derrick, The Fiji Islands, as quoted by
C. O'Leughlin, ibid., p. 5.

10 1bid., p. 130.
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educational projects, By 1906 stability in Filjian popula-
tion was evident. It 1s interesting also to note that this
"early concern with native population problems is probably
one of the main reasons why Fiji has now got one of the best
and most widespread medical services of any colony, composeﬂ
not only of young people trained during the recent post-war
perlod of plentiful money, but boasting a solid core of
native and European staff with nearly a lifetime of
experience behind them."}l

Most of Fiji's earlier statistics of trade, agri-
cultural produc tion, Government revenue and expenditure,
and education were published annually in what was commonly
known as the "Blue Book™. The practice apparently started
during the closing years of the last century and continued
up to the late thirties when trade statistics, because of
its inereasing volume and detailed coverage, had to be
separately published. About this time the system of annual
departmental reports was also devised, each department
publishing its own relevant statistiecs. Thus the disinte-

gration and eventual disappearence of the "Blue Book" of

Fiji.

11 ¢, O'Loughlin, op. cit., p. 5.
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2. Occasional Interest in Statistics

The history of development of statistics in colonia
territories is one of spasms and interruptions, Until very
recently almost all senior and middle grade officers in the
administrative machinery were people from the metropolitan
countries, leaving only the junior eclerks to be the people
of the colonial territories, Only a very few of these
expatriate officers had the ability to remould thelr educa-
tional training to suit the conditions of an underdeveloped
land. That the environment of their training, i.e.,
Western Europe, differed from that of the place of their
duty in the colonial countries was obvious., Many of these
administrators, newly appointed to jobs of responsibility,
tried to impose the standard methodology amnd concepts
befitting a Western and developed economy to the slow,
subsistence economies of the colonies. Their enthusiasm
and sometimes sincere wish to do something for the people
allowed them little time to assess the differences that
existed., Not many had even such enthusiasm. The result
was spasmodic development, sometimes very biased.

There was also the subjective element of these
expatriate administrators. They had diversified interests
and training., The development of statistical series many
a time depended on the interests of the officer concerned,

or on the particular needs of his department, or on his

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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ability to spare a junior person under him to collect rele-
vant statistics.

A few administrators had some statistical inclina-
tions but more often than not it was in some particular
field. Obviously statisties in that field developed. Or as
stated earlier the dictates of time or circumstantial needs
also led to the compilation of statistics in some one parti-
cular field. But neither the circumstantial need nor the
administrator was a permanent feature, or could remain so.
Trensfers of officers particularly among the British colo-
nial territories were common. When once a transfer was
effected a successor inevitably followed., He might or
might not have had any inclination towards statistics. If
he happened to like statistics but in a field different from
his predecessor's he had no hesitation to switch over.
Discontinuities in the series were therefore inevitable due
to such factors.

Consistency in the statistical series also suffered.
With each change of officers due to transfers or retire-
ments the successors revised theilr coverage and methodology
leaving the work already done quite isolated and of
practically little comparative value. Manipulated adjust-
ments could have rendered intertemporal comparison meaning-
ful but such adjustments were never made, the older series

having been neglected altogether,

UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES
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Many of the administrators were old and long since
out of their universities or colleges. 0ld methods and
ideas dictated their efforts in the field of statisties 1if
they were any the keener to compile figures. New develop-
ments in thoughts, concepts, ideas and methodology largely
remained unnoticed or unheeded and therefore unknown. One
could keep up with new ideas and developments through
Journals, reviews, etc., but these were difficult to come
by in early colonial days and administrators were far too
occupied with administrative chores.

New 1deas and developments could have been incor-
porated in the system of statistics by the new "erop" from
universities., But these fresh recruits into colonial ser-
vices were largely at the level of junlor officers, not of
the decision making status. Thelr efforts largely remained
either unnoticed or regarded as unacceptable due to many and
varied reasons.

It may be worthy to note in passing here that after
World War II there has emerged a new feeling of nationalism
among the colonial peoples. The metropolitan governments
too have wished to see their former colonies independent
nations equal to them in all respects., This led to the
increasing utilization of local resources of which skilled
manpower is one among many. The use of local people qua-

1i%ied through aid programmes or individual initiative are
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being employed in increasing numbers in the administration.
They possess many inherent comparative advantages over their
expatriate counterparts. Above all, they instill a sense of
permanency in all efforts, and compilation of statisties
being no exception.
The shortcomings listed above apply with equal
emphasis to Fiji as they do for many other territories.
Hitherto all statistics have been collected on an ad hoc
basis, largely as part of administrative functions. Trained
and qualified personnel were few and facilities meagre.
Besides, there never has apparently been any serious interesﬁ
to develop statistics although there were many suggestions
to the effect. This will be evident from Section 3. One
example will probably be indicative of the official attitude:
The first attempt at estimating Fiji's Balance of
Payments was made in 1936, This study was recog-
nized at the time to be inadequate owing to the
difficulties of obtaining data.l?

The next attempt was not until 1950 and that too at the

direction of the Secretary of State for Colenies from London.

3. Plea to Develop Statistics

The dependent status of Fiji with regard to capital,

skill and technology has in the past been the cause of

12 ¢, O'Loughlin, op. cit., p. 56.
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occasional internal economic disharmonies between the various
sections of its people such as the farmers and the millers,
and the workers and the employers. It must, on the other
hand, be admitted that Fiji has been free from any racial
strife although people of quite different cultural and ethniq
background, such as Indians, Fijians, European and Chinese,
with diversified attitude towards material things and system
of living reside within a total area of 7,055 square miles.
However, of late some apprehensions have been expressed in
some quarters about the disproportionate growth of various
races in the spheres of economics and population. That this
would require sounder economic planning for more equitable
future development, or lead to the other extreme of worsening
racial feelings and the deportation of some sections of the
population as some are subtly advocating, would only be
revealed by the future. The first alternative is likely to
prevail. It was recommended strongly by a recent Royal
Commission on "Natural Resources and Population Trends of
the Colony of Fiji"l3 which virtually ruled out the second
alternative.

The Report of the Commission comments on the state

13 Commissioners were Sir Alan Burns, Chairman,
Mr, T, Y. Watson, and Prof. A, T. Peacock. The Report was
published in 1960 as C.P. 1/1960,
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of Statistics of Fiji. Two such comments are: "...paucity

of economic information in the colony"lk4 when talking of an
industrial development policy; and "...economic statistics

for Fiji were found to in a rather primitive state"l5 when

dealing with past economic¢ planning which was ™conducted in
an almost total absence of qualified staff..."

The Burns Report, as this document is popularly
known, stressed "that economic information....should be the
responsibility of one government department only and not
several and that it should be processed and interpreted by
persons with some training in economic statistics and
economics..,"16 It added later:

The collection and analysis of ... information can
only be carried out with the co-operation of the
business community and it would be a tribute to
its sagacity and farsightedness if it became
possible to collect this information without the
introduction of a general statistical ordinance

of the kind in force in some of the other colonial
territories.l7

This report was not the first to stress the need
for better statistics in Fiji. Earlier in 1944, Dr. C. Y.

Shepherd, an agricultural and industrial relations expert

from Imperial Institute of Tropical Agriculture, Trinidad,

14 1bid., p. 101.
15 Ibid., pe. 1l4.
16 Ibid., p. 97.
17 Ivid., p. 1ll4.
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British West Indies, also pointed out the need. He went to
F1ji to arbitrate in a prolonged dilspute between the sugar
cane growers and the millers over raw sugar cane purchase
price, in 1943. After the conclusion of his mission he made
a separate study on the Agricultural Policy for Fijl and
presented to the Government a report18 in which he remarked:

The work of Government is repeatedly hampered by

the lack of comprehensive and up-to-date statis-

tical data. The deficiency 1s by no means con-

fined to agricultural statistics.
He recommended that "the services of a statistician should
be secured to advise on the collection and compilation of
agricultural statisties in Fiji."

Not long after Dr. Shepherd!'s remarks, a certain

Mr. Cruickshankl® presented a detailed plan, with remarks,
for the organization of a statistical office, its staff and
functions. Apparently, the idea did not appeal to the then
Colonial Secretary and the whole scheme remained a secre-

tariat memorandum. Such arbitrary decisions at the top are

characteristic% of an underdeveloped nation,

18 ¢, Y. Shepherd, Report on Agricultural Policy for
Fiji and the Western Paclfic High Commission Territories,
Suva, Government Press, 1944, p. 1l3.

19 T am not exactly aware of his credentials or the
purpose of his visit to Fiji, or even the Secretariat file
number where hls remarks stand, but I am sure of the exist-
ence of the file and remarks as I had worked on a similar
task while with the Government of Fiji.
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However, in studying all the various periodic
attempts towards the formation of a statistical system in
Piji one feature is apparent: the lack of positive decision
at the proper time. Rather the practice was to "pass the
buck" to some one else, preferably towards the top, for
decisions., Miss Barbara Ward talking of Indian Planning
Commission and state-owned enterprise run by former Indian
Civil Servants says:

.sethe tradition of speedy decision-making and
swift executive action is not yet highly developed.
The tough breaking of bottlenecks does not come
easily to the civil servants trained in British
tradition. He prefers to defer action while all
the alternatives are weighed - or simply pass on
the file.20
Cumulatively these delays caused a loss of interest and,
unremedied, have decidedly worked agalnst the creation of
a statistical system in Fiji.

Soon after the war a war-time price control officer
was redesignated as Government Statistician. Some basic
economic statistical series as reclassifying of publiec
accounts, unit price indices of imports and exports, and
terms of trade were organized. An attempt to construct 1lifq

tables was made. It was this officer who reorganized with

the help of a framework from Colonial Office, London, the

20 Barbara Ward, India and the West, New York,
W.W. Norton and Company, Inc., 1961, p. 160.
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abandoned attempt to compile balance of payments statistics,
an admirable piece of work considering the very meagre
resources available to him,

However, the office of the govermment statistician
did not remain as such for very long. It was changed to
Commerce and Industries O0ffice in the early 1950s with the
officer concerned redesignated as Commerce and Industries
Officer, with additional duties of internal and external
marketing which was becoming important because of growing
population pressure and need to diversify economic base of
Fi1ji from 1ts one-crop economy. In his new cepacity he also
became the trade correspondent to the U.XK. Board of Trade.
The duties of economic adviser to the Government of Fiji alsg

came to him, and he became a consultant for all overseas

inquiries for investment prospects in Fiji. Issues of impor$§

licences for dollar area goods and other restricted imports
was another major task. These duties have since remained
the function of Commerce and Industries Office which has had
some addition to its staff but not specifically trained to
carry out statistical duties.

It is not surprising, therefore, that the develop-
ment of statistics suffered once again. The Bums Report's
description of "rather primitive" economic statistics does
not seem exaggerated. Although the local resources, i.e.

finaneial provisions and skilled personnel, do not seem to

4
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warrant at once any elaborate system such as the Dominion
Bureau of Statistics of Canada a central statistical office
primarily concerned with compllation of comprehensive

statistics seems imminent.

4, Survey of Present Statistical Resources

Population censuses in Fijl have been quite regular,
The first census was taken in 1881 and thereafter contlinued
at 10-year intervals until 1921, The next one was 15 years
later in 1936 whence once again decennial censuses were
resorted to. Census results were analysed into such details
as sex, race, age, occupation, religion, household composi-
tion, types of dwellings, educational attainment, ete. These
censuses are taken to be qulte reliable. No analytical
work, however, has ever been attempted from these essential
raw data, Table I contains the summaries of censuses taken
so far.

As already Indicated earlier, trade statisties of
Fiji have a long record and are fairly detailed. Entrepot
trade, l.e. re-exporting of imported goods to the neigh-
bouring Pacifle Islands, is of significant lmportance both
as a source of income to people and institutions of Fiji
and as an indication of Fiji's economic position in that

geographical region.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES



UNIVERSITE DOTTAWA -

ECOLE DES GRADUES

DEVELOPMENT OF ECONOMIC STATISTICS IN FIJI

19

TABLE I
RACIAL COMPOSITION OF POPULATION
1881-1956

Year Fijien Indian Others Total
1881 114,748 588 12,150 127,486

& 90,01 0.46 9.53 100
1891 105, 800 7,468 7,912 121,180

7o 87.31 6.18 6,53 100
1901 94, 397 17,106 8,622 120,124

g 78.60 14,20 7.20 100
19011 87,096 40,286 12,159 139,541

Do 62.42 28.87 8.71 100
1921 84,475 60,634 12,157 139,266

) 53.71 38.56 7.73 100
1936 97,651 85, 002 15,726 198,379

e 49,22 42,85 7.93 100
1946 117,488 120,063 22, 087 259,658

7o 45.25 46.24 8.51 100
1956 148,134 169,403 28,200 545,737

o 42.85 49.00 8.15 100

A

Source:

Census Reports.
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Until 1954 Fiji had its own system of classifying
imports and exports. From 1955 the Standard International
Trade Classification of the United Nations was adopted thus
facilitating direct international comparison.

Banking statistics, published once a quarter in the
"Fiji Royal Gazette", include a statement of assets and
liabilities of Fiji's commercial banks, debits to customers!
accounts, and a statement of assets and liabilities of com-
mercial savings banks of the colony. FEach of the three21
banks have savings bank facilities which they organized
since 1957. In addition the government has its Post O0ffice
Savings Bank with a much older history. Its statistics are
published yearly in a separate annual report as a Council
Paper in the Journal of the Legislative Council. Commercial
banks have hitherto supplied relevant statisties on
voluntary basis but only after due cajoling by the Financial
Secretary and Commerce and Industries Officer.

Statistics about construction, residential and com-
mercial, for the city of Suva, the capital, only are pub-
lished about once a month in Fiji's only daily English lan-
guage paper, "The Fiji Times™. Apparently these statistics
are compiled from the building permits issued by the Suva

2l Bank of New South Wales, Bank of New Zealand, and
Australia and New Zealand Bank, Ltd, A fourth one, Bank of
Baroda, Ltd. started operation in 1961.
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City Council, Details inelude alterations, additions and
new construction, Such statistics would have been really
valuable for national income studies had other towns and
townships and local health offices which issue permits for
all construction, rural and urban but not of Fijian communal
villages known as the koro, published their figures or sup-
plied them to a central agency which could eompile valuable
series out of them.

The measure of cost of living was first initiated
during the war., Three series, (a) Indian Workmen in Suva
town and environments, (b) Indian Workmen in Viti Levu
(excluding Suva), and (¢) European families, were compiled
since September, 1943 with August, 1939 prices equal to 100.
These indices have been on quarterly basis and published in
the Labour Department's annual reports with quarterly changes
issued through the Department's press releases and appearing
in the local press.

The trend of price movements is indicated in Tsble Il
Two serious deficiencies are inherent in these indices. A
major component of the population, the Fijians, are omitted,
This omission has never been explained anywhere, Perhaps
the large subsistence sector in Fijian income involving no
real monetary transaction makes a cost of living index for
them meaningless and unrepresentative., However, without a

national series the national income deflater must necessarily

| be _devised through ad hoc means.
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TABLE II

COST OF LIVING INDICES
August 1, 1939 = 100

Date ()% (b)) (c )
January 1, 1944 173 215 1450
1945 173 198 1 43%3%
1946 164 183 141
1947 18¢ 206 156
1948 204 229 170
1949 210 238 172
1950 212 237 182
1951 222 252 1¢el
1952 259 293 219
1953 263 305 226
1954 274 317 235
1956 275 310 242
1966 274 309 246
1057 285 324 253
1958 281 322 255
19569 281 321 2567
1960 281 320 260

e ap——
— —

Source: Annual Report, 1960, of the Department
of Labour.

% (a) Indian Workmen in Suva Ares
(b) Indisn Workmen in Viti Levu (exel. Suva)
(¢) European Families

#% For August 1, 1944
##% For April 1, 1945
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Secondly, the composition of expenditure has sub-
stantially changed since 1943. Easy money, during and
immediately after war years, has altered the dietary habits
of Indians particularly. Additional amounts are also being
expended by all communities on recreation and luxuries the
facilities for which have developed significantly since
World War II. The weighting system must necessarily be out
of proportions and the index itself unrepresentative.

A new series of cost of living index on a national
basis was undertaken in 1958 with the help of a statisticlan
from New Zealand. The results have not been published yet.

Substantial statistical information exists on governt
ment accounts., Budgetary estimates are published at the
time of budgets. At the end of the flscal year, which is
the same as the calendar year, the Accountant-General
publishes a "Report on the Accounts and Finances" of the
government, The details follow strictly the budgetary votes,
One authority on colonial national income studies said:

«-othe classification of accounts according to
votes 1s not suitable for our purpose (i.e.
national income) and, indeed, once double-counting
is removed, every item in the accounts had to

be reclassified for national income purposes...22

Local governments of city, towns and townships

publish their annual accounts in the local newspapers. They

22 A, T. Peacock and D. G. M. Dosser, The National
Income of Tangenyika, 1952-1954, London, H.M.S.0., 1958, p.55.
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are, however, not co-ordinated.

Appendix 1 glves a comprehensive list of statistics
collected by the different goverrnment departments. These
are published in their respective annual reports. It will
be noticed that there are repetitions of information which
either entail duplication of effort or mere interdepartmental
transcription. Besides no beneficial use of these statistic$
can be possible, scattered as they are, unless all the rele-
vant series are co-ordinated and compiled into one single
statistical digest or bulletin and published as such under
the auspices of a central statistical office.

It must be remembered that much of these statistics
are collected as the by-product of administrative function
of the departments. Many of these collections of raw data
will have to continue as at present for some time yet until
the central office is well organized and staffed. All
statistics must eventually be handled at the central office
however, where trained and qualified people can better work

them for the use of the Government and public at large.

5., Statistics Legislation of 1961

An Agricultural Statistics Ordinance of 1521 was the
only legislative authority existing in Fiji. It had provi-
sions for collection of data on agriculture and agricultural

industries, both secondary and tertiary. Some other
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statistics were offered on veluntary basis by the business
community. Both these arrangements were unsatisfactory.
Agricultural Statistics Ordinance was limited in coverage
and Fiji's economic development and its present day require-
ments needed much wider and diversified types of information.
Voluntary efforts of the business community was generally
inadequate when one or more persons arbitrarily refused to
corroborate. Besides, there could be times when persons fron
whom information was sought were legally bound to refuse to
supply sueh information unless required to do so by law, for
example, legal firms acting as trustees and managers of
estates.,

In view of sueh difficulties, and largely due to the
recommendation of the Burns Commission mentioned in Section 3,
& new Statistics Bill was presented to the Legislative
Council of Fij125 and duly became 1law when 1t was passed on
August 2, 1961, With this ordinance the "present plans are
largely intended to deal with economic statisties but it is
desirable to allow for some scope because in the many facets
which go to make up estimates of national income, it is

diffiecult to define strictly limited fields of informstion."q%

23 The Fiji Times, August 3, 1961.

24 public Relations Office, Govermnment of Fiji,
Press Release of April 166l1.
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The next step will be to organize a separate Bursau of
Statistics with some qualified, experienced or trained per-
sonnel. This is just the beginnling; there is still a long
way to go towards comprehensive statistics for national
income studies and other relevant economic analysis and for

economie plenning.

6. Problems of Assembling Data for National Income

In general the problems of national income measure-
ment in an underdeveloped country are many and varied. Of
purely economic nature are (a) economic backwardness,

(b) dependent status, and (¢) plural society.

Economic backwardness implies the presence of large
subslstence activity which can have considerable disguised
unemployment, The range of exports is also limited, often
to one or two major crops, in such economies, and the level
of incomes is dependent on prices in world markets, and not,
as in advanced countries, mainly on the level of investments.
Factors of production alsoc are generally slow to move betweern
different economic activities, The question of land particu-
larly is important as, in the case of Fiji, 83.6 per cent of
all land is Fijian owned and unalienated and therefore not
aveilable for general use by people other than the Fijians.

The dependent status of the economies require not onﬂy

outside capital but also expatriate skills and technology.
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"Development will thus be of a non-indigenous nature and may
bring about revolutionary changes in the economy at a speed
which does not allow for corresponding adjustment on the part
of local factors of production.“25 Rate of profits, avail-
ability of suitable land and labour, political security and
race relations are important considerations to the expa-
triates.

The plural nature of the population of Fiji is evi-
dent from Table I. People included in "Others" are Buropeaniy,
people of mixed European and native descent, Chinese and
other Pacific Islanders. These different races are at
different stages of economic development and have different
attitudes towards economic gain, property and incentives.

Apart from these broad economic problems, there are
more specifie difficulties inherent in the study and measure-
ment of national income in an underdeveloped country like
Fiji. These are as follows:

(a) The presence of a large non-cash sphere of
economic activity and the problem of distinguishing between
economic and non-economic activity. The pricing of non-cash
activity presents a particular problem. More will be said
about this in Section 4 of Chapter II.

25 ¢, o'Loughlin, op. ¢it., p. 11.
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(b) The paucity of statistical data. This has been
referred to previously. To measure productivity, investment-
consumption relationship, multiplier effects, money flows,
and relation between volume of output and labour supply need
detailed statistics which do not exist. Besides, raw statisd
tics of significance to national income investigation are
scattered through many files in several departments largely
in unpublished form. Some of these may not be easily acces-
sible.

(¢) The presence of large blocks of overseas capital
owned mainly by overseas shareholders. This will necessarily
require distinction between 'national'!, 'domestic!', 'terri-
torial!' and 'resident' incomes according to their popular
concep tual meaning in the developed, 1lndustrialized economieq
This point will be dealt with in Section 2 of the next chap-
ter.

(d) The difficulties of making comparisons of living
standards, productivity standards and other economic compa-~
risons between groups within the country and between countrie
This problem, however, 1s universal, applying equally to
developed countries as it does to underdeveloped countries.
Section 5 of Chapter III will deal with the difficulties

faced in such comparisons.

(e) The difficulty of defining industry. In developdd

economies with a high degree of division of labour, fairly

8.
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well defined activities can be enumerated. This 1s not so
for developing economies, such as of Fiji. Cases of lateral
and horizontal integrations are not uncommon. One firm in
F1ji is known to be engaged in such activities as wholesale
and retail trade, shipping, insurance and manufacturing. The
indigenous communal living is another problematic sector.
Joint cultivation of food gardens and construction of native
dwellings for the need of the community as a whole present
difficulties in assessing the value of these activities
separately. Similarly in the case of Indian farmers, who are
essentially individualistie, there is considerable overlap-
ping of activities. Fast growing population and inaccess-
ibility to land have compelled the members of Indian farm
households to find alternative employment. A farmer may buy
his son a car to be operated as a taxi. Another may have a
farm tractor which he uses himself on his farm or hires it
out for cash returns. Sons of farmers living near towns and
industrial centres may be working for wages. All such
incomes are combined and invarlably appear, if at all re-
ported for tax purposes, as lncome of the farm household.
(f) The definitlion of capital formation. Decisions
have to be made whether to inelude only construction and
buildings, machinery used in mining, public utilities, sugar
and coconut production and certain other cash crops, or such

other ltems as bicyecles, sewing machines, boats, etec. as well
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which in remote parts of the islands may actually be a source
of income. If these expenditures are required to earn a
living, as they are in majority of cases, they must be in-

cluded in assessing capital formation.

1

Even if one has declded to use the three-way flow of oul
put, income and expenditure method of Richard Stone<8 for
national income compilation, as many colonial national incom¢q
students have suggested, the numerous problems are not over-
come in the light of avallable statistical resources., On the
production side there is need for a complete annual census
of production in the widest sense of the term; on the income
side, complete information on income received in money and
kind; on the expenditure side, detailed information on the
distribution of consumers'! expenditure between different
commodities, the distribution of government purchases and th?
distribution of producers! expenditure on capital investment.
Thus in the face of these pertinent requirements this three-
way method of independent estimates boils down to estimating
by any one approach only, usually production, and balancing
off others from scanty information for them.

There then ls the absence of universities, private

research Institutions, trade associations and trade unions

26 R, Stone, Measurement of National Income and
Construction of Social Accounts, United Nations, 1947,
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to ecarry out, as in developed countries, extensive research
or statistical inquiries in fields related to national
accounting. Besides, the total population of a country will
largely determine the amount of money resources that can be
expended by the government on such studies if the people can
appreciate the need for national income at all. One needs
little reminder that the burden of national accounting work,
series for series and account for account--assuming equal
quality--is practically the same for a country which has a
population of 40 million as it is for a country of only

400, 000.

And when one 1s remotely certain that difficulties
pertaining to concepts, statistics, skill and finance have
been solved there remain other difficulties inmherent in such
small economies as of Fiji. The presence of "entrenched
monopolies! and of single-firm industries will require specigfl
treatment of their statistics. The sugar industry of Fiji
with one enterprise, the Colonial Sugar Refining Company, an
Australian subsidlary, is an outstanding example. The com-
pany manufactures and markets all sugar. Its income will
have to be combined with many others in order not to reveal
the secrets.

The problems involved in the investigation of nationall
accounting in dependent territories are many., But one should

not be discouraged. The best thing about a social accounting
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system, 1in spite of its inherent difficulties when applied
to an emerging economy, is that it takes all sectors and

aspects of the national economy into account and it provided
in one paper their relative contributions and importance to

the national economic activity.
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CHAPTER II

CONCEPTUAL AND STRUCTURAL DIFFICULTIES
IN NATIONAL ACCOUNTING

The common basic concepts of national accounts are
essentially the product of developed and highly monetized
economies, A framework using these concepts and capable
of meeting the needs of administrators and economists con-
cerned with an economy like Canada is not likely to suilt
the requirements of a less developed economy like Fiji,

The division of income inteo rent, profits, interest, wages
and salaries, for example, a classification which has posi-
tive significance for an industrial economy, introduces
concepts which are inappropriate to one consisting largely
of peasant producers.

In this chapter problems of general concepts are
considered in Section 2 after an account of national income
studies done so far in Fiji in Section 1, The presence of
large subsistence activity in the economy and the methods
of its evaluation are discussed in Sections 3 and 4. Sub-
sistence economy necessarily entalls substantial unused
resources, especially manpower. Section 5 contains some

discussion on disguised unemployment.
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l, National Income Studies to Date

The great stimulus to national income analysis and
national accounting comes out of its utility for purposes of
economic analysis and formulation of economic policies,
Production, distribution and use of goods and services in-
volve many complex processes and to understand them better
an inereasing amount of statistical information is being
gathered all over the world. As the volume of this informa-
tion grows there 1s an increasing need to systematize it by
putting together the mass of details into a coherent picture
of the structure of the economy.

The efforts to systematically reveal the structure of
the economy have taken different forms.l One group of inves-
tigators concerned themselves mainly with the concept of
national income and product and their development into a
system of national accounts., Another group studied the
interdependence of commodity flows through the construction
of input-output tables which display the structure of com-
modity flows between industries, Yet another group con-
centrated on tracing the purely financial flows in the
economy. Others have interested themselves in estimates of

wealth rather than income and expenditure and have

1 ynited Nations, A System of National Accounts and
Supporting Tables, New York, 1960, p. 1.
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constructed balance sheets for the economy and its various
sectors. The basic aim of all of them has been a systematic
appraisal of the economy as a whole.

The main Impetus to study the economy in its entirety
came from the great depression of the 1930's and the problemg
of economic mobilization and war finance subsequently, for
World War II. In the post-war period information was desireq
to throw light on problems of economic reconstruction and
development and, more generally, for assessing economic
change as a background for economic decision-making in con-
nection with public policy.2

The first attempt to estimate nationel income of
Fiji was by Miss Carleen O'Loughlin, an economic research
worker from Australian National University, Canberra, The
project was mainly financed by the University, the Fiji
Government making a sum available for paper and field expen-
ses and undertaking to publish the report which went by the
name of "The Pattern of the Fiji Economy: The National
Income 1950-53", Her significant remark about this study is|

..sse because so little is generally known about the
economy of an underdeveloped country, a national
income study must 1In some ways be much wider in
scope than a similar study in an older country.....
Aspects of the economy, which in a developed
country are analysed by other specialist writers,

may have to be described in some detall by the
colonial national income investigator who 1s

2 Ibid.
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treading on new ground., This means that a colonial
national income study must be more than a set of
statistical tables; it must be something of an
economic survey as well.....

Her report therefore 1is necessarily extensive. Due
emphasis was given to agriculture and its components and
attempts were made to assess the extent of subsistence
activity in all agricultural pursuits. Output method? was
generally used for agriculture, i.e. estimated acreage of
each crop multiplied by the average yleld per acre for the
year concerned and then multiplied by average prices. No
cross checks from the income or consumption side were pos-
sible, but she used some ad hoc devices such as export figu-
res, and family budget surveys blown up to the nationsal
level, She felt that "in some cases these checks proved to
be useful”,

The output method was also used for manufacturing,
processing, distribution, publlc and private service indus-
tries. "Output figures were obtained....by deducting from
'Revenue from Sale' costs other than payments to factors of
production in the industry concerned".® However, overlapping

between industries made her estimates in this section rather

3 c. 0'Loughlin, The Pattern of the Fiji Economy:
The National Income 1950-53, Suva, Government Press, 1956,
Pe 15

4 gee Chapter III, Section 1.

5 ¢. 0'Loughlin, op. cit., p. 26.
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unsatisfactory. Besides, no separate values attributable to
some of the more important industries, much as this informa-
tion would have been desirable, could be published owing to
the necessity of respecting business confidence of many
resident and non~resident companies especially those that
enjoyed monopoly position in an industry.

Broad results of her estimates are shown in Table IIX
Much can be derived from this study in the way of inter-
temporal comparison in days to come. But it is rather
unfortunate that no further investigations followed her work
The most important gap found by the Burns Commi ssion® in
formulating its recommendations was the "lack of a continuouT
series of national income figures."™ In the opinion of the
Commission members "the significance of the investigation by
Miss C. O'Loughlin.... was apparently not appreciated™. Per-
haps a decisive factor for not following up with her attempt
was the lack of trained and qualified personnel who could
usefully carry out the necessary investigations with only a
minimum of guidance from the very few senlior officers who
understood the significance and importance of national incomT
studies.

The next attempt on Fiji's national income was by thq

6 Report of the Commission of Enquiry into the
Natural Resources and Population Trends of the Coloqy of
F1jI, 1959, Suva, Government Press, 1960, p. 130.
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TABLE III

NATIONAL INCOME AND EXPENDITURE, 1950-1953 and 1957
(2 P thousands)

1950 1951 1952 1953 1957
l. Personal Consumption Expenditure 13,540 16,208 17,676 18,264 20, 051
2, Gov't., Current Expenditure
Goods and Services 1,756 2,149 2,598 2,697 5,992
5. Domestic Investment
(a) Private 3,272 5,814 4,701 3,022 4,700
(b) Government 492 753 1,049 897 1,399
4., Foreign Investment 107 -2,569 -893 2,432 -968
5. Gross National Expenditure (Gross
National Product at Market Prices) 19,167 22,355 25,131 27,312 31,174
6. Less Taxes on Expenditure 2,119 2,354 2,999 2,829 2,482
7. Gross National Income at Factor Cost 17,048 20, 001 22,132 24,483 28,692
8. Less Net Income from abroad 845 642 1,103 896 1,828
9+ Gross Domestic Product at Factor Cost| 17,893 20,643 23,235 25,379 30,5620
10. Less Depreciation of Capital 1,173 1,243 1,235 1,264 1,900
11, Net Domestic Product at PFactor Cost 16,720 19,400 22, 000 24,115 %8,620
Sources: 1950-1953 from O'Loughlin's Pattern of the Fiji Economy. o
1957 o

from Burns'! Rggort.
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Burns Commission itself. The nature of this estimate is
summed up in the following remark: "Our own attempts to con-
tinue her (i.e. Miss O'Loughlin's) estimates by providing
figures of national income magnitudes for 1957 were felt ne-
cessary 1n order to give a more up-to-date picture of the
economic structure, but they are, of necessity, rough esti-
mates.“7

The Commission employed the "blow-up" technique for
some components and informed guesses, after discussions with
govermment officials, for others, It is, however, felt that
1957 gross national product of £31.2 millions is an under-
statement. The increase over 1953 is only B3.9 millions or
3.53 per cent annually. Empirical evidence, on the other
hand, has it that 1957 may have been the peak year in
building activities due mainly to the easy credit policies
adopted by the commercial banks., Private investment should
have been accordingly larger. Perhaps due to the lack of
time and resources this fact could not be verified by the
Commission staff,

As already indicated, Table III contains the results
of national income studies compiled so far., It 1s also indi-
cative of the economic structure of Fiji., Bffects of changes

in population and prices are shown in Table IV. The period

7 Ibid., p. 130.
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TABLE IV

NET NATIONAL INCOME PER CAPITA AT CURRENT AND CONSTANT PRICES

1960-1953, 1957 and 1958

(: F thousands)

I

1950 1951 1952 19563 1987 1958

l. Net Domestic Product at .

Factor Cost 16,720 19,400 22, 000 24,1156 28,620 31,318
2, Add Net Income from Abroad -845 -642 -1,103 -896 -1,828 -1,770
3. Net National Income at

Factor Cost (1 + 2) 15,875 18,758 20, 879 23,219 26,792 29,548
4, National Income per head

of total population $ F 54.93 62.95 68.01 72.25 74.24 78.94
5. National Income per head

of total population at

constant (1953) prices .

& F 66.66 70.17 67.60 72.25 67 .55 72,09

w
Burns' Report, Table B.3, p. 138,

Source:

1658 1gs estimated.

e e de——— b e
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covered is too short to reveal any significant trend move-
ments.

Apart from the two, i.e. Miss O'Loughlin's and Burns
Commission's, investigations of national income of Fijl therg
has been no other efforts in the field. However, references
at odd times to some sectors of national income have been
common. One very recent such reference was during the Legist
lative Council debates late in 1961, Speaking on a complaint
that the sugar industry was not subsidized, the government
spokesman sald:

.ese It was only when an industry was failing that
a subsidy became necessary. Had (the government)
not subsidized the gold mining industry (the
government ) would have been faced with a vast
unemployment problem three or four times as great
as the existing problem, and there would have been

a loss tQ the national income of k1,000,000 a
year-...

The only private effort fowards estimating national
income in Fiji weas a study by Bank of New South Wales of
Fiji'; balance of payments for 1936.9 It was an isolated
study but provided comparative figures when the balance of
payments series was officially initiated since 1950 on a
continuing basis. A summary of figures for selected years ig

given in Table V,

8 The Fiji Times report, 8.12.1961.

9 ¢. 0'Loughlin, op. cit., p. 56.
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TABLE V

BALANCE OF PAYMENTS FOR SELECTED YEARS

1956

( F thousands)

1950

19563

1968

Receipts Payments

Recelpts {Payments

‘ﬁeceipts.Payments

Receipts iPayments

Current: ! 1 i !
Merchandi ze 1,740 4 1,379 7,816 6,312 | 12,937 , 9,503 | 13,956 , 15,803
Invisibles 200 , 714 957 , 2,307 2,607 , 3,628 | 4,050 , 5,968

Total Current 1,940 & 2,003 8,773 : 8,619 | 15,544 : 13,131 | 18,006 : 21,771

Donations ee ! .o 59 ! 106 144 125 330 482

] [ | 1 )
Capital 211 58 1,199 | 447 1,255 | 1,162 317 , 1,610
Errors & Omissigns ' 1 859 I 2,525 5,210 !

t t ] '

Total Current ] 1 ) '

& Capital 2,151 , 2,151 | 10,031 ,10,031 | 16,943 , 16,943 | 23,863 , 23,863
] i | ]

Source: The Pattern of the Fijl Economy, p. 57, for 1936, 1950 and 1953.

Commerce and Industrles O

(o.) indicates "not available®.

ce estimates for 1958.

(4
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2. Conceptual Differences

The many concepts in economics suffer from the back-
ground in which they have been developed. This is particu-
larly true of concepts used in national income and social
accounts. No attempt to construct a logical and meaningful
system of social accounts is free from anomalies and obscu-
rities which severely limlit the precise quantitative signi-
ficance of the results, There are two main factors why the
primitive economy should raise especially difficult problems
for the national income investigator.

The first is that these problems are often different
from problems which attend the construction of social
accounts in the context of a Western economy. Western coun-
tries are old and have had heavily capitalized economies for
many years now., This fact creates in them a notion of
'static' in the sense that a predominantly industrislized
economic future is assured. This is quite contrary to the
underdeveloped countries which are undergoing a process of
speedy changes from agricultural, part subsistence economies
to the more developed, monetary types.

Secondly, the logical compromises which have to be m4de
in practice, in national accounts concepts, are based on ina-
dequate background of sociological data and are therefore motge
arbitrary than they would be for an investigator to whom a

comnunity's accepted ends of economic and social policy are
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'part of his native background.lo This follows almost natura#ly
from the first factor. The success of national income esti-
mates in the underdeveloped countries is likely to be influ-
enced by the extent to which these sociological changes can
be followed and recorded over time., To date, collection of
data has not been for a long enough period in any one place
for changes to be noticed and refined studies in concepts
accomplished therefrom.

The conceptual problems will continue to be 1lntrac-
table and largely concealed if the accounting framework is
made simpler to be adaptable in the primitive economies wherg¢
statistical and financial resources, organizational facill-
ties, and trained or experienced personnel are limited.

National income is generally implied to mean the
income of all the residents of a country. Normally some
residents will receive income as a result of economic acti-

vityll

abroad, a very common form of such income being from
ownershlp of property. Some non-residents will also be in
receipt of income from the country concerned. 1In Fiji
larger foreign owned business companies are partly or com-

pletely owned by shareholders living outside Fiji. They do

10 p, Deane, Colonial Social Accounting, Cembridge,
The University Press, 1953, p. 128,

11 professor L. Robin's definition of 'economic actid
vity'! runs as follows: ",., . human behaviour which endeavours
to dispose off scarce means which have alternative uses in
order to satisfy wants of varying importance.”
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manufacturing (sugar, beer, cigarettes, etec.), retail and
wholesale trade, banking and finance, some external trans-
portation, and mining. Profits from these enterprises are
in part sent abroad for remuneration of shareholders in the
form of dividends. A general tendency, which is clear from
Table V, 1s that Fiji pays more to the non-residents than
what its residents receive from abroad.

It is therefore always of profound interest and
importance to state whether one is discussing the 'national’
income or 'domestic'! income or 'resident' income or 'terri-
torial' income. The 'territorial income' concept is not ver]
relevant to Fijl but it certainly is to some other under-
developed countries, particularly of Africa. The migratory
nature of the peoples among adjoining territories "requires
a system of accounts covering all the economic activities
carried on within the territory's borders or benefiting the
territory's nationals."}? The territorial accounts must con}
tain a complete record of the transaction entered into by
all factors of production operating within the territory
whether owners are resident or not.

Besides the migratory nature of African peoples,
there are significant political factors which require the

distinction of 'territorial'! income. A metropolitan

12 P, Deans, op. cit., p. 227.
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Buropean country may have colonial possessions adjacent to
each other. Granted the regional political autonomy, there
is the tendency towards a "central control® in such matters
as defence, tariffs, public corporations, and foreign rela-
tions. This inevitably leads to concentration of foreign
firms in the 'centre! with branches in other territories.
The good example is the East Africa High Commi ssionl3 which
has jurisdiction over Kenya, Tanganylka and Uganda. Nairobi,
the capital of Kenya, has the head offices of all important
public corporations --Rallways and Harbours, Alrways, Posts
and Telegraphs-- and certain private organizations such as

banks . 4

On the assumption that some profits are made which
accrue to the organization as a whole should these profits
be regarded as income paid abroad to a "foreign owned" com-
pany in Nairobli and thus be excluded from the national incom¢
of Tanganyika? Rising nationalism, if no other economic
factors, will require compilation of individual 'territorial
income.

A parallel to territorial income exists in Canada in

the form of 'geographical' incomes of the different regions

13 Tnis 1s disintegrating as the three territories
are gaining independence, Tanganyika having already attained
independent status in February, 1962, and Uganda in March,
1962,

14 A, T. Peacock and D. G, M. Dosser, The National
Income of Tanganyika, 1952-54, London, H.M.S.0., 1958,
p. 18.
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of the country. But for the want of any serious political
consideration this geographical separation is to assess re-
gional economic growth and maintain balance as far as possiblle,
in their development.

The island nature of Fiji, geographically, does not
require the distinction between 'territorial'! and other con-
ceptual incomes. However, differentiation is required bet-
ween national 'domestic'! and national 'resident! incomes.

Domestic product or income includes all goods and
services produced within Fijl even if some of the factors of
produec tion involved, as for instance capital, is owned by
persons resident outside Fiji., Resident or national income
on the other hand includes earnings from overseas accruing tog
residents but excludes payments made by firms operating in
Fiji to residents of other countries., The distinction bet-
ween these two aggregates can be seen in Table XII.

The practical use of the two aggregates is obvious.
Gross domestic product will reveal a true picture of Fiji
about the economic productivity of its peoples and other
factors of production, the potentialities existing within the
country, and above all its dependent status with respect to
outside capital. However, from the welfare point of view
domestic product can be misleading. 1In fact, per capita
income from this aggregate will tend to show an erroneous

picture of income enjoyed by the residents of Fiji. A clearen
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idea of welfare will appear from the psr capita resident
income, i.e. after what is not available to Fiji's inhabi-
tants has been taken out of the calculation.

It may be noted briefly that per capita income from
total population of Fiji will not be quite representative
when different racial groups are considered. Table VI shows
the difference in income of the various races in 1953. The
BE72.25 per person (E78.94 in 1958) is no indication of the
welfare or even productivity of the overall population., It
only disguises the unequal distribution of income among
different races.

Large subsistence income implies lack of time and
place utilities for goods produced particularly in agricul-
ture. It is also indicative of the absence of choice element
in consumers' demand. A subsistence farmer producing sweet
potatoes has no means to substitute other commodity, say
rice, in his diet. 1In fact considerations such as these
render international comparisons of per capita income as

measures of welfare of academic interest only.

3. The Subsistence Activities

A subsistence economy is one where individuals pro-
duce to satisfy their own needs and there is no exchange of
goods and services. There is no universal measure which

could be used to sum the costs, either in resources consumed
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TABLE VI
PER CAPITA INCOME 1953
(£ F)
B —
Income per Head
Cash and
Subsistence Cash Only
Indians 64.2 56.3
Fijians 60.5 30.2
BEuropeans and Part-Europeans 233.9 233.9
Chinese 151.0 139.5
All Races (including "Others") 72.25 56.50

Source: C. O'Loughlin's Study, op. eit., p. 72.
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or in satisfactions foregone, of obtaining a particular
satisfaction. Subsistence output, therefore, is used through
out this report to mean output produced for one's own or
one's family's use, that is, all output not traded. Since,
however, an accounting framework presupposes the use of money
subsistence output must be evaluated and included in the
aggregates of income, output and expenditure. An aggregate
excluding it loses much of its value as an index of total
economic activity.

The sources of subsistence output in Fiji can best
be described on the basis of racial distribution of popula-

tion. The Chinese as traders are found in rural areas as

well as urban centres, Those living close to city, towns and

townships are engaged in market gardening. Some portion of
their product they consume themselves. Those having small
retail shops in remote areas of the country often act as
'buyers' of native products such as copra, shells, yaqona,
mats, etc. 1In exchange for manufactured goods, both food and
non-food items., They sell these to their urban counterparts
at some profit. Such incomes and what they grow in the
backyards of their shops form the subsistence output of the
Chinese,

Since imputed items such as rents of dwellings and
interest on capital which one provides himself are not in-

cluded in subslistence output or income, Europeans and

L—
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Part-Europeans are known to have little in the way of sub-
sistence income. Only a few of them do any farming or other
allied activities to be engaged to any significant degree in
subsistence pursuits. Moreover, the strict business atti-
tude they have in all their pursuits leaves little room for
subsistence income.

For the Fijians their mode of living itself is con-
ducive to the existence of large subsistence activities. In
rural areas whlich contain 88.71 per cent of the Fijian popu-
lation,l® they live in the secluded villages where there is
very little individual ownership of anything. Their staple
food, generally root crops of kassava, sweet potatoes, taro,
yams, etc., are cultivated on communal basis. Though indi-
viduals may be required to tend certain patches of the food
gardens the consumption from them can be both individual and
communal. Fish from the sea and rivers supply the much
needed variety in their otherwise high carbohydrate diet.
Fishing may be done individually or communally. Some Fijiang
are known to be engaged in fishing on commercial basis,
Exeluding this, only the excess from a good catch after all
the communal needs have been satisfied is sold for monetary
returns in nearby towns or townships or to the Indians and

Chinese in the neighbourhood.

15 y, MacArthur, Census of Population of Fiji, 1956
Suva, Government Press, 1958.

’
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Fljian villages have native-type houses, called
"bures", made of timber from the forest and thatch. These
are built according to the needs of the village as a whole.
Sometimes an individual may try to have a separate bure for
his family. In all cases, however, the whole village helps
in the construction. Cleaning and weeding of the villages
are also done by thelr inhabitants collectively for no
monetary return.

Subsistence activities among the Indians too are of
significant importance. In sugar cane areas tenancy farming
is common., Average holdings are of 10 to 12 acres in size
rented from the Sugar Company, from the Crown, and from
native land owners. Their homesteads are invariably on theiw
own farms and it is almost universal to the extent that it
can be called a custom that an Indian tenant farmer will
have, besides his pair of bullocks {or more recently a
tractor owned individually or on a co-operative basis) to
cultivate his land, a cow for milk for the family, a dozen
or so poultry birds at a time for eggs and meat, a few small
patches of vegetable gardens in his backyard, up to fifty
mounds of kassava or sweet potatoes to supplement his food
purchases from retail shops, several clumps of banana plants
for fruit and a few coconut trees. This is by no means an
exhaustive list and neither does this mean that no vegetable

*
fruit, or root crops are purchased from the market. In Fiji
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fruit and vegetable markets are quite common and they play an
active part in the lives of almost all communities in the
country. However, whatever 1s produced in and around a home-
stead never enters a market and there 1s no monetary transacH
tions over thenm.

Indians of the sugar cane districts also produce cer-
tain amounts of rice, legumes, corn, etc. on their farms fron
the patches of their holdings that have to be left fallow
for a year before replanting sugar cane in them. These, too,
do not go to the market or very little of it. Gensrally they
are for home consumption or livestock feed or exchanged in
barter form among farmers, Indians from non-sugar cane dis-
tricts engaged in one principal occupation, e.g. dairying,
rice-growing, coconut plantation, do maintain subsistence
occupation in their backyards. Thus it can safely be
generalized that in the life of Indian farmers subsistence
agriculture is important.

In underdeveloped countries women have special roles|
Their position is substantially different from 'Western'
women. They assist considerably in crop production or other
occupation, e.g. dairy farming, coconut gathering, etc.,
their husbands are engaged in. In the Fijian society they
may even have their own food gardens; they weave mats which
are for home use and some are even sold; and they sometimes

do the selling themselves in the market., In the case of
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Indian farm wives they are quite active in helping husbands
cultivate crops and attend to other chores around the farm
homestead. Cooking, besides those activities, is universal
for all women within the household. But in keeping with conf
vention these services of women go unevaluated; perhaps a
more true statement would be that they are not separately
evaluated.

There is in Fiji nothing of the category of 'bride
price! whi;h is common in many parts of Africa where it is a
form of payment, in cattle, for a bride in the expectation
that she will bear children, This entails the necessity of
regarding children as "economic assets", whiech, although
implied, was never adopted in practice by any national incom¢
investigator of African territories.

However, with the present status of farm women in
Fiji, it still seems "far-fateched to regard wives as separate
economic units selling services to the family as distinct
from their services as crop producers... for the family."l6
Nevertheless if an economic survey ignored the activities of
unpaid dependents as being outside the scope of economics
it could not be expected to throw much light on the welfare
of the rural population however narrowly defined in terms of

material things.

16 Peacock and Dosser, op. cit., p. 15.
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The importance of subslistence activity in economy of

Fiji is now obvious. It often seems as if, because govern-
ments cannot easily tax the subsistence economy, they are nof
interested in it although the existence of such an economy o1
a large scale is important for tax purposes. An example is
imperative here:

The introduction of the c¢ess on Fijian copra in

1952 (although a measure of compulsory saving

rather than tax) resulted from the realization

that most of the money income earned by Fijians

was over and above thelr basic subsistence needs

which were met, mainly, by non-cash production;

and that it would be in their own interests for

some of this lncome to be used for community
development.l7

To exclude subsistence income outright from the na-
tional accounts will mean a very false account of the economy.
Although not entirely suitable for comparison of welfare
because of the attendant factors of social system, habits,
and ways of thought, subsistence income along with other datg
can be used at least to say something about the economic con-
dition of individuals in different countries and draw what

personal conclusions one likes about comparative welfare.

4, Evaluation of Subsistence Activities

Pure subsistence economy is rare. What is generally

found is the semi-subsistence economy, that is where a large

17 ¢, O'Loughlin, op. cit., p. 10.
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proportion of wants are satisfied directly by the producer
or his family but where barter or money exchange transaction#
are a potential factor in almost every form of economic
activity.l8

In the semi-subsistence economy 'price'! has some
meaning even if it is irrelevant to the internal economy of
the village. Among Fijians, although still engrossed in the
traditional system, there is a certain amount of special-
ization. Boat building, for instance, is done in coastal
villages, more so on smaller islands; pottery making is com-
mon where sultable clay is found. There are exchanges in
these items. Between inland and coastal villages some ex-
change of food is prevalent, Whether through barter or
"reciprocal giving" they do imply price. In recent times
increasing use of money for such exchanges has been resorted
to.

It is pertinent to point out the limitations of
placing money values to all activities and exchanges in the
semi~subsistence economy. Firstly, there is often no money
price which bears direct relatlon to the other money prices
in the economy, and also there are often multiple standards
of valuation and no fine adjustment of supply and demand,

Secondly, money does not have the same power of incentive

18 Phyllis Deane, op. cit., p. 122.
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in the semi-subsistence economy. Social and psychological
considerations frequently outweigh the money factor as detert
minants of activity. One gift exchanged for another implies
a certain price, but the 'price! may change according to the
status of the giver amongst other things.

In most colonial national income studies a choice has
to be made between two methods of evaluation, viz. market
price and ex~-farm price. In some advanced countries such as
the United Kingdom and Canada, ex-farm prices to value non-
marketed produce 1s used. In colonial territories, however,
the use of market prices is more common although ex-farm or
growers' prices have also been occasionally used. Miss
Carleen 0O'Loughlin's estimates of Fiji's national income was
at growers' price, and it seems this report must follow the
same practice to maintain consistency.

Exponents of the market price technique argue that
non-marketed production valued thus imply opportunity cost,
that is, the most favourable price that can be commanded by
a factor, labour in this case, of production in the next
best use. Ex-farm price on the other hand usually means tha
only the costs of growing crops would be used, that is,
before any allowance had been made for transport and distri-
bution costs.

Growers' or ex-farm price users have criticised the

market price technique. "In Fiji, it is ... unrealistic to
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evaluate opportunity costs in purely monetary terms as
customs, regulations and attitudes of mind which bind labou%
to village production are not wholly comparable to money
incentives, "1 Besides, it is said that evaluation at mar-
ket price involves cost of distribution and transportation
which must necessarily be incorporated in the price of a
basket of kassava, bananas, or breadfruit when it is sold
in the market. Once again this fact is not entirely rele-
vant in Fiji enviromment. Native food gardens may be some
distance (a mile or so) from the koro or village. It seems
logical that some transport and distributive labour is
expended when food is carried from the garden to the koro.
Perhaps the chief argument of the advocates of marketg
price technique is that a basket of produce in a market
carries with it an element of choice. The consumer, as
buyer, is able to choose one out of several baskets obtain-
able at the same price. Such cholce element or place uti-
lity may not be inherent in a similar basket of non-marketeq
produce at the grower's garden where he will of necessity
harvest according to his needs, usually one basket at a
time, It is doubtful whether this element of choice does
carry much value in practice because of customs and tradi-

tions. However, it is really a matter of expediency to

19 ¢, o'Loughlin, op. cit., p. 12.
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evaluate non-cash production by money prices. To include
'prices!'! for subtleties and indulge in sophistry in these
less developed economies where money is just beginning to
play its Western role will rather amount to being caught in
the chaff,

5. Subsistence and Disguised Unemployment

This section is an elaboration of a problem inherent
in subsistence activity. Subsistence or semi-subsistence
economy 1is where the major part of production is consumed
by the producer and the remainder exchanged for other goods
of his needs. Economies of this type, often based on a
family or tribal system of agriculture, have widespread
underemployment or concealed unemployment. This manpower
pool may not be counted in the census as unemployed but they
can scarcely be called employed. Following the 1956 Census
definitionzo of the "unemployed" in Fiji only 0.63 per cent
of 15 years and over were unemployed while 13.52 per cent
were in subsistence pursuits. However, subsistence workers
have shown the general tendency to leave villages for more
remunerative jobs in city, towns and townships. It is

assumed that this exodus will not cause any decline in the

20 1,6, ",,.d0oing no particular work at the time of
the census, and . were neither retired from some occupation
or profession, nor were pensioners, nor immates of institu-
tions..." Dr. N. MacArthur, op. cit., p. 223.
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agricultural output, a fact well borreout in many under-
developed economies in transition.21 But without the exodué
per capita income would be at bare existence, and standard
of living at subsistence level.

Subsistence pursuits have marginal productivity of
labour, i.e. the ability of one additional unit of labour
to increase the total product is at or close to zero level.,
The remuneration of the family or tribal worker is not related
to marginal value product, but corresponds roughly to the
average production of the group. Actual real wage being at
subsistence level, there will be a constant push of excess
population out of farm or tribal reserves. Even if there
be a sudden increase in productivity there will not be any
return of the population, but only consumption will increasg.
The increase in national product via increase in product-
ivity will therefore not enter the market economy to create
additional incomes and effective demand.Z?

What are the causegfconcealed unemployment in an

2l ynited Nations, Measures for Economic Development
in Under-Developed Countries, as quoted by G. M. Meier and
R. E, Boldwin in their kconomic Development, New York,
Wiley, 1959, p. 282, It 1s asserted that 20 to 25 per cent
migration of village adult population will not decrease
agricultural output of subsistence kind.

22 G, 0. Gutman, "A Note on Economic Development
with Subsistence Agriculture", 0xford Economic Papers,
Vol. 9, No. 3, October 1957, p. 3829.
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underdeveloped economy like Fi1ji? In the case of Fijians,
customs and traditional laws bind people to the koro and it;
needs. Organization of labour and even land use may be
under the jurisdiction of the chief and village elders.
Village duties have priority over individual's own enter-
prise. However, with the spread of literacy and more indi-
vidualistic attitude among the younger gensrations who try
to take up cash crop cultivation there has inevitably been
conflict of interests. To overcome this, exemption from
village duties may be granted by the chiefs if the exempted
person pald a fee. Exemptions are of three categories:

(a) to work away for wages, (b) to farm their land for cash
income, and (¢) to perform some specialized work for the
village such as cultivating rice or driving a tractor, or
to work in a village cash enterprise. In all cases, the
very idea of a fee or a 'tax' is a good deterrent against
people leaving the village although it must be admitted that
since the war the number of Fijilans leaving villages for
jobs with cash income has been growing.

Among the Indians surplus population exists mainly
in the sugar cane areas. Hitherto, sugar cane cultivation
to which Indians were first Introduced appealed to them morg
then any other cash crop. This was because of the ready

market for sugar cane within the country: the Colonial Sugaf
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Refining Company manufactured sugar from the raw cane grown
by the Indians.

Sugar cane cultivation is done on tenant farming
system, each tenant and his family of wife and children havii
an average of 10 to 12 acres. There are 12,500 such tenan-
cies at present. Thissystem was initiated in the 1920's and
proved very successful. Since its inception the acreage
holdings have not and could not be revised. Besides, little
new land became available to Indians (and other races) be-
cduse of Fijians' reluctance to alienate land., Even some
land which once the Indians cultivated were taken into
Fijian reserves for Fijian farmers. With the population
growing at a high rate, as is customary in rural societies,
the pressure on the lO0-acre tenancies grew. In 1959, the
Burns Commission found up to four families in one tenanecy.
An average 1l0O-acre piece of land, which was designed to pro-
vide adequately for one famlly only, now has one and a half
families,25 according to a more conservative estimate., This
extra half a family (an average family unit in Fiji among
Indians consists of 5.1 persons) is the surplus population

which must be supported and maintained.

25 Gcolonial Sugar Refining Co.'s submission to Eve
Commission, reported in The Fiji Times, March 4, 1961,

g
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Surplus farm population was also created by the
advent of farm tractors since World War II. In fact this is
one example where lalssez faire is not always advantageous
to the underdeveloped countries. Overseas trading firms,
with high pressured salesmanship, introduced tractors to the
Fiji countryside. Neither the slze of the farms nor the
existence of sons and their families, i.e. surplus hands,

was conducive to the introduction of tractors. Farmers

responded cautiously but favourably in the beginning to advel
tisements for tractors but soon emulation had its sway and
tractor craze caught on to aggravate surplus farm population
situation.

Whereas the farmer before the advent of tractors
could easily find himself occupied almost all the year arourqd
on his farm with a pair of oxen or other draught animals, he
is now able to do the same work in less than a third of the
time and spend the rest in idleness both for himself and his
machine., This is an extreme case of social ahd esconomic
waste, It is doubtful whether the increase in productivity
of farmers will, in the long run, be in a position to main-
tain this standard of living if the surplus population is
not drained off the farms.

On what terms will the surplus labour in agriculture

be prepared to accept employment? W, A, Lewis?4 is of the

24 As quoted by W.J. Barber in "Disguised Unemploymeht

in Underdeveloped Economies, in_ the issues of (Qxford Economif
Bpors. Vol. 15. Feb, 1961. p, 103, SOnOmL
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opinlon that real wages must exceed the average subsistence
production by an incentive margin., Or alternatively, the
indigenous male will accept wage employment when it serves
to maximize the real income of his family group. For these
eriteria to function, Lewis assumed two components in an
underdeveloped economy: (a) capitalist sector, i.e. that pary}
of the economy which uses reproducible capital and pays the
owners of capital for the use thereof; and (b) subsistence
sector, the traditional economic activities of the indigenou$
peoples whose production is concentrated in agriculture.
The two are brought together in the production process when
the capitalist sector, generally of outside capital, skill apd
entrepreneurship, combines the capital it provides with

labour obtained from the indigenous economy.

A dualistic description like the above is quite rele
vant to Fiji. The non-resident capitalist sector, almost
exclusively engaged in the industries of mining, manufacturiﬁg,
larger wholesale, retail, and other distributive trade, and
the 'local! capitalists engaged in inland transportation and
general building construction, employ large bodies of indi-
genous (Fijians from village and surplus Indians from farms)
labour. The combined real income of the many families is
thus drawn from production within the subsistence economy
and from wage earnings in the capitalist economy by its

adult male members.
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When allocating®® his lebour time, the adult male
mnust weigh the gains in real income from one source against
the possible loss of real income which might follow in the
other., When 'periodic!' disguised unemploym.ent26 exists,
temporary wage employment by the adult male does not reduce
the agricultural output of the family. The additional incomq
obtainable from money wages earned by the absent member is a
net gain for the family. In these circumstances a low real
wage may succeed in attracting workers into the labour force
required by the capitalist economy. This 1s true in Fiji
economy especially when the sugar cane harvesting season is
over,

But should the employers wish to draw off manpower
beyond the limits of 'periodie! disguised unemployment, then
the adult male would accept wage employment only on much
improved terms -- in fact only on terms which would more
than compensate for the loss in real income which his absenci

from the subsistence economy would entail.

25 william J. Barber, op. cit.

26 Opposed to this is the 'general' disguised unem-
ployment, i.e. when the indigenous population grows to the
point that 1t can no longer be absorbed on the land without
a reduction in the conventional level of family output. At
this point 'general' disguised unemployment submerges
'period' disguised unemployment. Ibid.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES



UNIVERSITE DOTTAWA .. ECOLE DES GRADUES

DIFFICULTIES IN NATIONAL ACCOUNTING 66

To conclude, 'full employment'! concept is difficult
o define in underdeveloped economies because labour force ig
not easily ascertainable., On the one hand traditions and
customs bind people to the village economy and their exodus
to paid employment in urban centres may not readily come
about. On the other hand, treatment of women of working age
is problematic. On the merit that they are potential sour-
ces of help in subsistence activities should they be includeq
in the labour force? These women in developing countries
are known to be taking up paid employment in incread ng
numbers besides their household duties, while at the same
time religious rites and other taboos prevent some women
from taking up any employment outside their homes.

These considerations do not allow a statistical
definition of full employment in emerging economies. A
reasonable level of employment only will have some meaning

and this is when those willing and able to work are employed
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CHAPTER III

THE FRAMEWORK OF NATIONAL ACCOUNTS

It is important to realize that a framework of
national income and social accounts in its characteristic
details suitable to industrialized, developed economies may
be less adaptable in emerging countries especially where
statistical information is scanty and no immediate improve-
ment foreseeable, It is also important to realize, however,
that a framework latent with crosschecks 1is expected to
Yield more reliable estimates than one without them. No
hard and fast rule can be laid; much will depend on the
exigencies and resources in the country under study,

In this chapter Richard Stone's triple-entry system
is considered in Section 1. 1In 8ection 2, the modern two-
way, balancing income-expenditure framework, which enjoys
United Nations sanction, is described., The principles in-
volved in organizing national accounts appear in Section 3.
Section 4 describes the uses, in general, of national

accounts to an econony.

1. The Income-Qutput-Expenditure Flows

National income has been variously defined by many
writers on the subject and these definitions have of neces-

sity caused confusions to different degrees. However, the
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construe tionl of balance sheets of national income and ex-
penditure clears up some of the problems of definitions and
provides a powerful statistical instrument for the cross-
checking of various methods of estimating national income.

There are two further purposes of great significance
served by these tables of income and expenditure:

() They make it possible for the statistician to
provide estimates of national income and expenditure in the
form which is most useful to the economist for elucidating
many economic problems.,

(b) If this form of tables is generally adopted
internationally, comparisons of national incomes will
greatly be facilitated.

The form of the three-way Income-Output-Expenditure
table, designed to provide a maximum amount of crosg-
checking, was first advocated by J. E. Meade and Richard
Stone? in 1941, Its framework, given in Table VII, is simplé
enough for common understanding.

The three columns of Table VII are elaborated furthey

as follows:

l 7. E. Meade and Richard Stone, "The Construction
of Tables of National Income, Expenditure, Saving and Invest-
ment" in The Economic Journal, Vol, 51, Nos. 202-203, June-
September, 1941, p. 216-2595.

2 Tbid.
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PABLE VII -

THE INCOME-OUTPUT-EXPENDITURE FLOWS

At Pactor Cost

Net National Income

Net National Output

Net National Expenditure

l. Wages
2., Salaries

3. Interest and
Profits

4, Rent

6.
7.
8.
9.
10.
11.

12.

13.

Net Output of

Agriculture
Mining
Manufacturing
Transport
Distribution

Net value of personal
services

Net value of govern-
ment services

Net income from
abroad

15. Personal consumption at
Merket price

1l6. Current Government
Expenditure on Goods
and Services

17. Government subsidies

18. Less Indirect Taxes

19, Home Investment

() Gross Home Investment
in Fixed Cgpilital

(b) Less Depreciation,
Renewals, Repairs, ete,

(c) Home Investment in
stoeks

(d) Costs involved in
transfer of property

20. Foreign Investment

5., Total N.N.Income

14.

Total N.N. Output

Source: The Economic Journal, op. cit.

21, Total N.N. Expendi ture

————— e e —— — ——  ——————
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Col. (i) Net National Income at Factor Cost measures

the money value of the income produced by, and accruing
to, the various factors of production in any period of

time, e.g. the rent of land, profits of business enter-
prises, interest on capital and the earnings of labour.

Col., (ii1) Net National Output at Factor Cost

measures the value added to the production in various
branches of economic activity.

Col. (iii) Net National Expenditure at Factor Cost

measures the amount of net national income (or output)
which is used for varlous purposes, e.g. for personal
consumption, for current government purposes and for

additions to the community's capital.

In countries like the United Kingdom, where there is
adequate and comprehensive statistical information, Column
(i) would be estimated principally from the income tax statig-
tics, and from statistics of the number of workers in employ-
ment and their average earnings. Estimates for Column (ii)
would be based primarily on the Census-of-Production method
of estimating the net value added in various industries
together with other supplementary information in such items
as the net income from foreign investment. Statistical esti-
mates of Column (iii) would be obtained from public finance

data (for items 16, 17 and 18), from a large number of
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different quantity and price series (for items 15 and 19) and
from figures of foreign trade and other foreign transactions
(for item 20).

The net output of an industry is definable as the sun
of wages, salaries, profits, interest and rents earned by the
factors of production engaged in it. On this basis Column
(i1) is essentially a rearrangement, by industries, of the
information contained in Column (i). Column (iii) shows the
laying out of incomes earned in Column (i). Therefore, each
of the three columns must offer ldentical results when fully
compiled.

Many national income investigators of colonial and
dependent territories have favoured this framework. Miss

Phyllis Deane's®

significant remeark is:

This fundamental table 1s a source for all other
income and expenditure tables which might be drawn
up for the economy....Indeed, the process of
constructing the fundamental table involves the
construction of all the smaller balancing accounts
of which it is made. 1In this way the inevitable
discrepancies between the estimates for total
incomes in the first place, total output in the
second and total expenditure in the third are

not dealt wlth residually in the final consolidated
table but are traced to thelr sources in the
constituent sectors of the economy ...

Improvements with respect to coverage or reliability

in the data of certain entries cause, as a result of this

3 P. Deane, Colonial Social Accounting, Cambridge,
The University Press, 1953, p. 14.
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articulated three-way flow system, a consequent chain of
improvements in other entries. Cross-checks effectively re-
duce chances of any serious distortion of truth. The more
varied the data available in the economy the better the
chances are for constructing each column separately on the
basis of independent series of estimates.

If the three independent estimates as required in
Table VII have been achieved and happen not to be identical,
an unweighted mean of the three should offer the best esti-
mate.? On the other hand, one of the three estimates may
appear particularly good because basic data for it were more
reliable than for the other two. It would therefore be
reasonable to assign better weight to this one in arriving
at the average value of the three essentially identical
aggregates,

Some colonial national income investigators do not
hesitate to admit that this three-way framework in practice
amounts to estimating national income by any one approach
only and balancing off others from what ever scanty data
available to them. "Generally speaking, the main problem...
is the impossibility of making independent estimates from

the income and product side..."® In underdeveloped countried

4 R, Stone, D.G. Champernowne, J.E. Meade, "The Precil
sion of National Income Estimates™ in Review of Economic
Studies, Vol., 9, No. 2, Summer 1942, p. lll.

5 A,T, Peacock and D.G.M. Dosser, The National Income
of Tanganyika, 1952-54, London, H.M.S.0., 1958,
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therefore the product approach is generally used. Better
information on agricultural production may come from the
requirements of the territory's agricultural policy; the
Customs Department provide import and export figures which
may yield information on the gross value of other products;
the government itself may be an important producer particulag-
ly as operator of public utilities.

The concentration on one flow of the framework
probably is a natural outcome of experiences in countries
like the United Kingdom where Stone's three-way framework
was designed and tested. In the United Kingdom "the quality
of the income data is incomparably better than the case for
output information or expenditure material";6 therefore the
income approach is used.

Needless to say crosschecks become less effective
and dangers of distortion greater when only one column is
definitely reliable. To overcome these difficulties Stone
later suggested the two-way framework. All former basic
characteristics were retained and the idea of accounting as
used by business firms was incorporated. The result has beern
the balancing income-expenditure account for the economy as

a whole,

6 P, Deane, op. cit., p. 14-15.
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2. The Balancing Income-Expenditure Account

Nationel or social accounts provide a systematic
description of the operation of the economy of a natlon by
bringing together in a comprehensive and interrelated system
a vast array of economic statistics.” They describe, when
presented in the familiar balancing income-expenditure framet
work, the total economic activity in terms of transactions
which take place between different parts of the economy as
well as a means of estimating the nation's output.

In this balancing income-expenditure form national
accounts are similar to the accounts of a business enterpris¢
in the sense that each set of accounts describe the operatiop
of an economic unit during a period of time. The only
difference is that business enterprises are individual units
of all sizes and a vast number of such separate units com-
prise the business sector of a nation, whereas the nation
with its individuals, business enterprises and government is
viewed as one single unit. National aceount therefore is
the aggregate of accounts of individuals, businesses and the
government.

The impetus to the present form of national accounts

came from the desire to provide a framework that described

7 Dominion Bureau of Statistics, National Accounts,
Income and Expenditure 1926-1956, Ottawa, Queen's Prinfer,
1958, p. 105.
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the economic system in its entirety. Such a need arose out
of the experiences of the great depression of the 1930's,
the economic problems generated by World War II, and the
problems of post-war changeover from war to peace economy.
This atmosphere had compelled the economists and statisti-
cians as much as administrators and politicians to improve
and enlargs upon the theoretical framework to which they
were hitherto accustomed. In so doing they had to strengthen
and systematlze the collectlion of quantitative data., All
this was intended to provide a better insight into the
working of a nation's economic system and thereby formulate
policies for future. The post-depression years, and indeed
post-World War II years, no longer allowed governments the
passive role of merely maintaining law and order, and admin-
istering justice but actually required them to actively lead
in the economic developments. This could best be done only
after a comprehensive assessment of their economies.

The construction of a set of balancing accounts
entails the measurement, by two largely independent methods,
of the value of output and provides statistics on the size,
composition, and distribution of the nation's production,

In essence the system means that
«ses ©very transaction will be recorded twice:
at the receiving and at the paying end... Each

single transaction between each single accounting
entity is separately recorded. Such an amount
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of detail would be quite unmanageable and means
must be found of reducing its bulk. Evidently
this can be done in two ways: first, by combining
accounting entities and, second, by combining
transactions.8

The skeleton framework of social accounts is given
in Table VIII. From the original three-way system income
and output flows are manipulated on the Income side to give
Gross National Product aggregate.

Gross National Product at Market Prices can be
arrived at, conceptually, byg three methods of measurements:

(a) summing final purchases by residents plus exportq,
plus the value of the physical chenge in business inventories
less imports;

(b) surming factor incomes plus capital consumption
allowances, plus indirect taxes, less subsidies; and

(¢) summing values added by industries and adding
indirect taxes less subsidies,

Owing to the difficulties of obtaining relisable

statistics for method (c) even in a country like Canada,

8 United Nations Measurement of National Income and
the Construction of Soclal Accounts, Geneva, 1947. The
Committee's description of social accounting appears on p.7,
and Richard Stone's "Definition and Measurement of the Na- J
tional Income and Related Totals" as an Appendix in p. 21-113
of this publication.

9 Dominion Bureau of Statistics, National Accounts:
Income and Expenditure, 1926-1956, Ottawa, Queen's Printer,
1958, p. 110.
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TABLE VIII

NATIONAL ACCOUNTS: INCOME AND EXPENDITURE

o e — ]

Income

Expendlture

4,

5,

Wages, Salaries, Allowances and
Supplementary Labour Income

Corporation Profits before Taxes

Rent, Interest and Miscellaneous
Investment Income

Accrued Net Farm Income from Farm
Production

(a) Cash Income

(b) Non-cash Income

Net Income of Non-Farm Unincorporated
Business

Personal Expenditure on Consumer Goods
and Services

Government Expenditure on Goods and
services:

3. Current Expenditure
4, Gross Fixed Capital Formation

Business Gross Fixed Caplital Formation:

6. New Residential Construction

7. Non-Residential Construction and
Machinery and Equipment

6. Inventory Valuation Adjustment 8., Value of Physical Change in Inventories
7. Net National Income at Factor Cost 9. Exports of/Goods and Services
8. Indirect Taxes less Subsidies 10, Deduct: Imports of Goods and Services
9. Depreciation Allowances 11, Residual Error of Estimate

10. Residual Error of Estimate

1l. Gross National Product at Market Prices 12. Gross National Expendil ture at Market

Prices

Source: Dominion Bureau of Statistics, National Accounts: Income and Expenditure,

1926-1956.
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only methods (a) and (b) are used.

Estimate of Gross National Product through expendi-
ture datalO means: Add together all personal expenditure on
consumer goods and services, plus government expenditure on
goods and services, plus exports of goods and services, plus
business expenditure on gross fixed capital formation, plus
the value of the physical change 1n the inventories of busi-
ness, If an item of expenditure be on goods produced in
earlier periods, business inventories must then be reduced
so® that only the value of goods produced in the current
period is taken into account. From this total, however, the
imports of goods and services must be subtracted.

The two aggregates, Gross National Product and Gross
National Expenditure, must always be equal due to the
balancing nature of this framework. In practice they are
rarely so. Some difference will exist which reflects imper-
fections in basie data or in estimating methods. Tradition-
ally, incomes, the main component on the product side, have
a biasll to be understated or under-reported rather than
overstated while on the expenditure side one of the chief
problems is the avoidance of duplication in summing componentp

of final expenditure.

10 1bia., p. 107.

11 1big., p. 170-171.
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However, to maintain conceptually identical totals
also equal in practice the following method is adopted: One-
half of the difference between the independently calculated
aggregates of Gross National Product and Gross National
Expenditure is added to the smaller aggregate and the other
half is subtracted from the larger. This averaging process
is considered preferable to showing the entire amount of the
difference on one side. This latter practice, if adopted
in less developed economlies with poor statistical resources,
can result in rather inflated aggregates with a large resi-
dual error of estimate on one side of the account.

In the case of Fiji, the last investigation by Miss
C. O'Loughlin followed the three-way flow principle. But
in this report the aim has been to develop the application
of the modern national accounting technique. As expected
the success is only partial primarily because of the absence
of elaborate statistical data on the workings of the Fiji
economy, However, with this framswork and the initial spade
work future investigations in national accounting can be
simpler. The whole operations of the new statistical office
of Fiji which is 1in the process of being organized at the
moment must be designed such that the central aim would be

economic data for national accounts.
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3. Principles in the Organization of National Accounts

The organization of statistics for social accounting
analysis involves certaln principles. They are important
in guiding the operations of government's statistics bureau

and may be outlined as follows:12

(a) Statistical Framework: The guiding principles

for assembling data into distinect aggregates sasre taken from
economic theory and on the basis of this theory statistical
framework 1s prepared so as to have a clear cut idea about
what totals are needed in what details. One such principle
is to group data into separate economic units which have
fairly homogeneous intentions of making economic decisions
(e.g. consumers). The second gulding prineciple is to
separate different kinds of transactions such as wages from
profits, transfer payments from payments for services ren-
dered, direct taxes from indirect taxes, and so on.

(b) The Use of Accounting Statements: All theoretical

concepts must be in measurable terms and follow broadly
actual business usage - such as lnvestment, depreciation and
profits., This is done by choice because it is useful for

many purposes to work with a summary for the whole economy

12 gimon Goldberg, "The Development of National
Accounts in Canada® in Canadian Journal of Economics and
Political Science, Vol. 15, February, 1949, p. 36-37. The
three following paragraphs contain principles expounded
by S. Goldberg.
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of accounting statements which may actually influence the
decisions of individual firms and other units. It is also
done by necessity because available statistical records are
limited, to a large extent, to the result of conventional
accounting practice. Numerous adjustments to approximate
to some theoretical ideal may not be feasible, or if feasiblp,
may produce dubious results.

(¢) Simplification and Consistency: National accounts|

are capable of reducing essentially complex phenomena into
comparatively simple entities within the comprehension of the
layman. The system inevitably becomes complex as more
details are provided and new sums developed. The statisti-
cian who must face such contingency must also be able to
maintain consistency between different parts. The user must
be able to interpret the results and relate the different
totals to each other. A scheme is therefore necessary to

facilitate both preparation and use. This scheme is provide

5

by accountancy. The logic and forms of presentation in
business accounting is carried over to the economy as a
whole.,

(d) National and International Comparability:

National comparability over time is best provided by main-
taining consistency. Concepts cannot be changed every year
or according to the availability of additional or sophis-
ticated data.
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International comparebility, which will be discussed
in the following section, is useful and its importance is
growing. The special characteristics of a country have to
be considered and, if significant, accorded special treat-
ment, e.g. the subsistence activity in the economy of Fiji.

(e) Quality of Estimates: The responsibility of

national accounting statistician is to ensure that the data
reflect, and not distort, reality. At the same time he
must avold being perfectionist and be able to say when to
-stop in the process of perfection. The perfectionist atti-
tude 1s common in the less developed countries. Perfect
statistical data are emphasized so much that often the
object of the investigation is accorded only secondary
importance. Such attitude has been common in Fiji too in
spite of the limited number of skilled statisticians who
looked after the statistical needs of the country.

(f) Timing of Reports: Information should not be

withheld merely because it 1s approximate. Revised esti-
mates could come later but approximate figures should be
presented when needed. If the information is useful and
believed to be reasonably correct, 1t should be published
if there is no chance of better data becoming available in
near future., Had this attitude prevailed from the beginnin&
F1ji would today have far more economic information.,

Instead in the wake of uncompromising perfectionism
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individual and private initiatives were neglected as un-
acceptable,

(g) Orders of Priority: With a very definite limit

to the numbers of economists and statisticians who might be

employed on national accounting work, a limit which is sooney

reached in emerging countries than in industrialized coun-
tries, the orders of priority must be decided upon. It
might, for example, be decided to concentrate on arriving at
some ad hoc figures for national income for a number of
years while on the other hand it might be decided to concen-
trate on a limited survey of well-documented industries and
their interdependence and blow up national aggregates there-

from,

Some controversy was current in the early 1950's
among British economists engaged in colonial national
accounting about the order of prilority of different forms of
presentation. One economistld strongly advocated the develoj
ment of sector accounts rather than aggregates since some
sectors are bound to have more reliable statistics collected
as by-products of the administrative process, and colonial

policy decisions are best served by concentrating on

13 pudley Seers, in his article "The Role of National

Income Estimates in the Statistical Policy of an Under-
developed Country" in Review of Economic Studies 1952-53,
Vol. 20(3), No. 53, p. 159.
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reliable data rather than on not so reliable aggregates ari-

[¢]

sing out of, among other things, the evaluation of subsistenc
output. This idea was contradicted by another economist14
who maintained that the policy objectives of developing coun-
tries demand much more than a detailed partial anslysis of
economic activity. The use of national accounts in the
future statistical policy of Fiji will be dealt with in
detail in Chapter VI, Section 1., However, suffice it to say
here that there 1s more merit in the latter view of developing
aggregates, through ad hoc methods of estimation if neces-
sary, for an economy like Fiji than developing partial ana-
lysis and perhaps input-output tables for some sectors only.
With the present statistical resources a input-output table
for Pijl will have a large number of "boxes" unfilled.

(h) Central Agency: Finally, more in the way of

practical necessity than mere principle, the preparation of
economic statistics for national accounts 1s best done, as
experiences in meny countries have shown, in a permanent
government agency: a bureau or a department set up for that

purpose.15 Several reasons exlst for this view:

14 5, R. Prest in his "Comment" to the article of
D. Seers, op. cit., in Review of Economic Studies 1953-54,
Vol. 21(5), No. 56, Pe 223.

15 7, B, D. Derksen in his paper "Organization
Problems in National Income Statistics™ to Inter-American
Seminar on National Income at Santiago, Chile, January 5:17,

T953, p. 4.
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(1) The compilation of natlonal income estimates is
a highly technical job requiring specialized training and
experience.

(ii) As available basic statistics cannot provide a
complete picture of the economy, methods of valuation must
constantly be improved, the basis of estimates enlarged, new
statistical inquiries initiated, and available estimates
revised.

(ii1) Once the work has started there 1s likely to
develop a rapidly inecreasing and continuous demand for
information from various governments and the public, includi;
the preparation of technical reports and special compila-
tions.

(iv) Since the estimates are likely to be used in
connection with Important issues of economic policy, object=-
ivity in the preparation of the estimates and high profes-
sional standards are a necessity.

Perhaps Fiji's new statistical office would do well

to note these principles,

4, Purpose of National Accounts

The twentieth century has seen the great increase 1in
the accepted responsibilities of government to the economy
of a country. The structure, direction and the rate of

development are subject to govermment control, whether

18
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through direct interventlon, or through its influence on
private enterprise, or lndeed through its failure to exert
any inf.luence.16 In Western economies, economic crises, war;
and experiences of wartime controls have accelerated the
role and responsibilities of the governments. In the emer-
ging countries, on the other hand, the dire lack of capital,
skill and entrepreneurship within have placed on the govern-
ments not only the responsibility to feed the people but als¢
to formulate economic policies for development so that a
reasonable level of living standard is maintained. Greater
direction and control have become the inevitable responsi-
bilities of the government. Lalissez faire is never the best
economic system for the less developed nations striving to
attain some degree of self reliance.

Governmments of o0ld and new nations, which possess
some national accounts statistics have found that this
information has numerous applications in the field of econo-
mic decision-making. For economic public policy they pro-
vide basic background information on the state of the
economy and the structural system within which specific pro-
posals can be examined and tested for consistency. Imple-

mentation of sound fiscal and monetary policies are facili-

tated so that inflationary or deflationary pressures are

16 p, Deane, op. cit.
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avolded, while maintaining high level of employment. The
magnitude and relationship of consumer expenditure component
becomes discernable and its importance in the economy easily
asgessed. National accounts data are also used for fore-
casting, e.g. private and public investments. Such forecasts
cause chain reactions 1n that the allied industries gear up
to the expected growth in demand for goods and services. But
perhaps the most important use of national accounts is in .thsg
presentation of a national budget which necessarily has the
nation's aggregate economic activity as the background as
well as the goal for coming years.

For the business community the national accounts
framework provides a set of tools for appraising the course
of economic events. Total future market is assessed 1n rela-
tion to the existing sales. Consumers with limited amount
of money have alternative uses, i.e. to purchase a house or
a car. Sales promotions by the business community may be
able to influence and 'help' consumers to decide on what to
spend their income. Business investment will therefore large
ly be dependent on the market analysis. And in all cases
the important function of decision making with respect to
prices, volume of production, expansion and industrial loans
will largely be influenced by consumer spending and its
analysis.

Labour leaders generally base wage negotiations on
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national income data after careful study of the growth of
industries, and particularly the growth of corporate income
sector, On that basis they may indirectly propose policies
to promote labour betterment in general.

Farmers as a group are interested in national
accounts. Their relative income is assessed and should it
be low floor prices or subsidies are demanded. They are also
Interested in comparing prices received for their products
with prices paid by them for their purchases, i.e. their
real income. Stability of income over a period of time is
their aim.

Social workers, to be realistic, must have a good
knowledge of national accounts. The question of social secu-
rity with its scale and rate will be omnipresent. The implid
cations of social security benefits,~i.e. increasing the
burden on working age population, redistribution of income,
effects on incentive, attitude towards efficiency arising
out of better health, education and peace of mind - will
all have to be considered.

In the general field of education national accounts
provide a convenient framework within which economic question
of public concern are considered in their quantitative
aspects by professional economists, university professors
and students, The habit of looking at economic problems in

quantitative terms and in relation to overall size of the

UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES

s



UNIVERSITE DOTTAWA .. ECOLE DES GRADUES

THE FRAMEWORK OF NATIONAL ACCOUNTS 89

economy 1s widespread. Here therefore the increasing use of
the empirical framework represented by national accounts as
a method of teaching economics is quite common.

The use of national accounts by many other groups of
individuals such as the public at large, the press, the
international organizations is growing every day. Comparison
of respective welfare of peoples around the world in many
countries, developed and less developed, and the assessment
of aid requirements of the less developed by the developed
are all done through national income and accounts,

All the various uses of national accounts described
above have equal application in developed or underdeveloped
economies. That the emerging countries apparently have had

less vigorous use of the data in the past was probably due to

the nonexistence of such information. Their economic develop
ment therefore has been slower, erratic and uneven. But as
days pass it is becoming evident that these emerging nations
are being caught in the stream of progress and in many cases
are compelled to direct thelr attention to compiling national
accounts to help them seek aid from richer countries.

Perhaps this chapter may be concluded with a note on
the effectiveness of international comparisons of per capita
national income. Firstly, such comparison is vitiated by th%
fact that the different money totals represent different

amounts of goods and services, both over national boundaries
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and over time. £1 in Fiji is worth far more then its equi-
valent, $2.65, in Canada because £1 commands more goods and
services in Fiji than $2.65 in Canada.

Secondly, income per head affords only a very rough
measure of relative welfare, Little clothes and slender
building structures among, say, African population are no
evidence of lack of protection for body against elements comy
pared with the relatively elaborate dress and housing of a
Western economy. "Lower income, therefore, is not conclusivé
evidence of a lower standard of living; put in another way,
a comparable definition of standards of living measured in
terms of income implies a valuation of the services of nature
such as sunlight."17

Thirdly, the variations in statistical procedures in
different countries render international comparison rather
hazardous. Although the efforts of the United Nations have
been to standardize the system of national accounting some
countries still persist in their accustomed methods. For
instance, though only the net foreign balance is shown in
the tables of gross national expenditure by some countries,
both exports and imports are shown in the Canadian table.
Also, in advanced countries, experts handle the task of

national income estimates whereas in the emerging countries

17 p, T, Peacock et al, op. cit., pe. 48.
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the job is done largely by inexperienced personnel, amateur
in their outlook and approach. This in itself is good enough
to make comparison between countries rather dubious.

Finally the presence of subsistence component in
income varies between countries or between racial groups
within the same country. Table VI is illustrative of this
point.

Thus international comparison in income is best done
after background knowledge of the consistency in methods and

the structure of the economies concerned has been assimilateq
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CHAPTER IV

TABLES AND COMMENTS

Attention must be drawn to the fact that owing to
statistical deficiencies figures used to illustrate the frame
work of national accounts in this chapter are estimates.
Some, like the central government revenue and expendilture,
are accurate, A few are mere guesses. Most of the others
are the result of a logical sifting of incomplete, unco-
ordinated details of evidence.

The deficiency of the statistical method used is alsg
to be noted. The "blow-up" technique is generally employed,
the base for which is the 1955 estimates previously referred
to. The interval between the two periods, i.e. 1953 to 1958,
is too short for any major structural changes in the economy.
This, however, can be an understatement for an emerging
country whose rate of growth is dependent not only on in-
ternal but also on external factors. Unprecedented high
prices for its exports or a sudden large inflow of foreign
capital leading to greater employment opportunities can
substantially alter the attitude of people towards work and
leisure, expenditure pattern of their income particularly
with respect to consumer durables, and their notion of
savings and thrift. Thus the "blow-up" technique is not

entirely adequate.
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Other short-cut methods were also used in meking
estimates of some components where there was the least fear
of misrepresentation. Refinements are possible to a con-
siderable degree.

In Section 1 of this chapter the main tables are
drawn. They form merely the skeleton framework. Other
tables sueh as investment income appropriation, national sa-
vings and sector accounts consolidation may be added as
astatistical data develop into necessary refinements,

Some components of the given tables, wherever deemed
necessary, are explained and statistically defined in
Section 2. They are made to appear meaningful in their con-
text. Section 3 contains an analysis and appraisal of the
economy of Fiji based on the data contained in the framework
Of necessity this cannot be a full analysis; only the high-
lights are considered from the viewpoint of time, structure

and consistency.

1. Tabular Framework

Tables IX to XVIII given in this section form the
framework within which it is proposed that the future na-
tional accounts of Fiji should develop. A simple but logical
fremework such as this has reasonable chances of being succegd
fully implemented; one with too many details will necessarilw

be confusing. Besides, the available economic information
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or resources of skilled personnel may not justify its imme-

diate implementation.

In the tables "n.a." implies statistical informa-
tion is not available. Figures (and letters) following
the description of items indicate cross-references. Sums
in the accounts column within parenthesis are included in

their respective sub-totals.
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TABLE IX
NATIONAL INCOME AND GROSS NATIONAL PRODUCT, 1958

No.
1 Wages, Salaries, Allowances and Supplementary
Labour Income 39
2 Corporation Profits before Taxes
3 Rent, Interest and Miscellaneous Investment
Income 105%
4 |Accrued Agriculture Income from Agricultural
Production
a. Cash Income 40 3,777%
b. Non-cash Income 44
5 Net Income of (Non-Agricultural) Unincorpo-
rated Business 41
6 Inventory Valuation Adjustments 67C
7 Net National Income at Factor Cost
8 Indirect Taxes Less Subsidies 53-60
% Depreciation Allowances
10 | Residual Error of Estimates
11 Gross National Product at Market Prices

E s _— -

Source: Tables XXXIV and XXXV.

This is only the imputed rent of government property.

Contains cash income of Fijians only; income from
agriculture for other groups are included in other
items.

This is an arbitrary estimate.
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TABLE X
GROSS NATIONAL EXPENDITURE, 1958
No. £ 000
12 Personal Expenditure on Consumer Goods
and Services 31 25,417
13 Governmment Expenditure on Goods and
Services 7,167
14 Current Expenditure (4,736)
15 Gross Fixed Capital Formation (2,431)
16 Business Gross Fixed Capital Formation 9, 099
17 New Residential Construction 63 eci (n.a.)
18 Non-Residential Construction and
Machinery and Equipment 63 cii (n.a.)
19 Value of Physical Changes in Invento-
ries 634 ~50083
20 Exports of Goods and Services 79 18,336
21 Deduct: Imports of Goods and Services
75-76 -22,253
22 Residual Error of Estimates -635
23 Gross National Expenditure at Market Prices| 34,631

Source: Tables XVII and XXXVI.

# HEstimated residually

#3% Arbitrary estimate
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TABLE XI
NET NATIONAL INCOME AT FACTOR COST, PERSONAL INCOME
AND DISPOSABLE INCOME, 1958
No. £ 000
24 Net National Income at Factor Cost 7 | 29,548
25 Add:; Transfer Payments 582
26 Bdd: Interest on Public Debt 59a 170
27 Deduct Earnings Not Paid Out to Persons n.a.
28 Equals: Personal Income 30,300
29 Deduct: Personal Direct Taxes -1,799
30 Bquals: Personal Disposable Income 28,501
31 Deduct: Personal Expenditure on
Consumer Goods and Services 12 -25, 417
32 BEquals: Personal Net 3Savings 48 5, 084

Source: Tables IX, XXXV and XXXVI
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TABLE XII

GROSS DOMESTIC PRODUCT AT FACTOR COST FROM GROSS
NATIONAL PRODUCT AT MARKET PRICES, 1958

No. £ 000
33 Gross National Product at Market | 34,651
Prices 11

34 Deduct: Residual Error of Estimate 10 -635
35 Indirect Taxes less Subsidies 8 | -2,575
56 Income Received from Non-

Residents =330
57 Add: Income Palid to Non-Residents 2,100
38 Gross Domestic Product at Factor Cost 33,191

Source: Tables IX, XVII and XXXV
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TABLE XIII

PERSONAL INCOME AND EXPENDITURE ACCOUNT, 1958

ncome

No.

Expenditure

59 Wages, Salaries and Supple- 46 Personal Direct Taxes:
mentary labour income 1 10,773 T 51 561
a. From business 67a 4,500 a., Income Taxes 5la
b. From Government 58b 22,,3693 b. Succession duties 5lb 51
c. From persons 47b (3,949) c. Miscellaneous 5le¢ 1,018
d. Deduct employer and
employees contribution to 47 | Purchases of goods and 15. 382
social insurance and Govern- services: ’
ment pension funds 55 ( =-45) a., From business 63a n.a.
b. Direct services 39b n.a.
40 | Net income of agricultural *
¢. Travel expenditure 73a (955)
and allied workers 67c¢ 35,777 d. Other expenditures
41 | Net income of non-agricultural abroad 73b (1,329)
unincorporated business 674 7,470
48 | Personal net savings 32 5,084
42 Interest, dividends and net
rental income of persons 30 49 Subsistence consumption 4b 6,489
43 | Transfer payments (excluding
interest):
a. From governments 59b 46
b. Chari table contributions
from corporations n.a.
44 Subsistence income 4b 6, 489
45 Total 28,585 50 | Total 28,585

Source:?

Tables XIV, XV and XVI
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TABLE XIV

GOVERNMENT REVENUE AND EXPENDITURE ACCOUNT, 1968

No | Revenue £ 000 || No, Exoenditure £ 000
51 | Direct taxes - persons: 658 | Purchase of goods and
a. Income taxes 46a 561 services:
b. Succession duties 46b 51 a., From business 63b 4,798
c. Miscellaneous 46c 1,018 b. Direct services-wages
and salaries 39b 2,569
52 | Direct taxes - corporations:
59 | Transfer payments:
2. Income tax collections 088 a. Interest 26 170
b. Other liabilities (if any)|. - be Other 43a 46
53 | Indirect taxes 68a 2,736
60 | Subsidies 68b 161
54 | Investment income: .
a. Interest 59 || 61| Surplus (+) or deficit (-) -1,043
b. Profits of government
business enterprises nil
55 | Employer and employee contribu-
tions to social insurance and
government pension fund 394 45
56 | Unaccountable 1,043
57 | Total 6,501 62 | Total 6,501

—
—

Source:

Tables XIII, XV and XVI
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TABLE XV
BUSINESS OPERATING ACCOUNT, 1958

No. Revenue £ 000)| No. Expenditure + 000
63 | Sales to residents: 67 | Pactor costs:
a. Persons 47 15,382 a. Wages, salarlies and supple-
b. Govermments 58a 4,798 mentary labour income 39a 4,500
c. Business gross fixed b. Investment income 72a 2,100
capital formation: c. Net income received from
1. New residential con- agricultural operations 40| 3,777
struction n.a d. Net income of non-

ii. Non-residential con- agricultural unincorporated
structlon and machinery business 41 7,470
and equipment n.a. e. Inventory valuation adjust-

d. Value of physical changes ment 6 100
in inventories 19 =500

68 | Other costs:
64 ! Sales to non-residents: a. Indirect taxes 53 2,736
a, Travel expenditures 77b 862 b. Less subsidies 60 -161
b. Other 77¢ 17,251 ¢. Depreclation allowances 1,873
65 | Residual error of estimate 1,179 69 | Purchases from non-residents 72b| 17,757
70 | Residual srror of estimgte -1,180
66 | Total 38, 972 71 | Total 38, 972

Source: Tables XIII, XIV,

#% Arbitrary estimate.

XVI and XVII
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NON-RESIDENTS' REVENUE AND EXPENDITURE ACCOUNT,

TABLE XVI

1968

—

No. Receipts from Fiji £ 000 No. Payments to Fiji £ 000
72 | Recelpts from business:
a. Interest and dividends 67b 2,100 77 | Payments to business:
b. Other 69 17,757 a. Interest and dividends nil
. b, Travel expenditure 64a 862
75 | Receipts from persons: ¢. Other payments 64b 17,251
a, Travel expenditure 47c 955
b. All other receipts 474 1,329 78 | Payments to other sectors:
Interest and dividends 223
74 | Receipts from Government, 1i.e.
Interest 72
Other, not specified 40
75| Surplus (+) or deficit (-) on
current account (or trans-
actions relating to the
National Accounts) -3, 917 l
76| Total 18,336 ][79 Total 18,336
Source: Tables XIII, XIV, XV and XVII
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TABLE XVII

BALANCE OF PAYMENTS SUMMARY, 1958

1958

Receipts | Payments

Goods and Services:
Merchandise

Non-monetary gold
Foreign travel
Transport and insurance
Investment Income

Government transactions

Total Goods and Services

Donations:
Private
Public
Total Donations

Total Current Transactlons

Capital:
Private Capital movements

Officiaf and Banking institutions
Total Capital Movement

Errors and Omissions

Total Transactions

(EF thousands)

12.816 15,800
1.140 . 003
.862 « 955
1.210 2.801
$223 2.172
1.755 . 040
18, 006 21.771
.051 .482
279 -
« 930 .482

18,336 22.255

«290 . 050
.027 1.560
317 1.610
5,210
23.863 23.863
e

Source: Commerce and Industries Office sstimates,

unpublished.
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TABLE XVIIT
GROSS DOMESTIC PRODUCT AT FACTOR COST BY INDUSTRY, 1950, 1953 and 1958

e ———

—_— =}

1950 1953 1958
& 000 Percant | £ 000 | Percent|{f 000 |Percent
Agriculture: Copra 1,031 5,76 1,983 7.82 1,348 4,06
Sugar 1,071 5.98 3,723 14.66 | 4,131 12.45
Bananas 81 0.45 193 0.76 109 0.33
Other agriculture 1,463 8.18} 1,918 7.56 2,714 8.18
Mining and Quarrying 966 5.57 755 2.97 994 2.99
Manufacturing, including Processing 1,656 9.25 2,059 8.12 3,458 10.42
Construction, Bullding and Engineering 1,184 6.27 | 1,494 5.89 2,593 7.81
Transportation 495 2,76 827 3.25 1,286 3.87
Wholesale and Retail Trade 2,274 12.81 5,052 12.02 3,834 11.55
Catering 244 1.36 358 1.42 1,005 3.05
Services: Personal, Professional and

Entertainment 1,066 5.96 1,261 4,97 1,668 5.03
Finance, Insurance and Real Estate 1,208 6.72 1,458 5.74 1, 940 5.84
Public Administration and Defence 712 5.98 929 5.66 1,622 4.89
All Non=-NMonetary Output 4,447 24.95 5,371 21.16 6,489] 19.55
Gross Domestic Product 17,893 | 100,00 {25,379 | 100.00 [33,191| 100.00

Depreciation 1,172 1,264 1,873

Net Domestic Product 16,721 24,115 31,318
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Source: The Pattern of the IFiji Economy: The National Income 1950-55, for 1950 and

1955,
Note:

1058 is estimated by the writer from Tables XAVLILILI and XXXII.
Depreciations had to be assigned to indivudual industries for 1950 and 1953.
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2. Notes on Tabular Framework

Sources of data and techniques of estimate are des-
cribed in Chapter V., However, some notes on the main tables
are considered essential as some items in this tabular frame-
work need elucidation. These items are important to maintain
consisteney in the accounts.

Inventory changes which are somewhat related to
overseas shipping movement suffer from a serious lack of
information. Arbitrary estimates, therefore, had to be made
Consequently, allowing for the fact that 1958 was a reces-
sion year, lnventory disinvestment to the value of
£500,000 is suggested for Item 19 in gross national expendi-
ture. In gross national product another arbitrary figure
of £100,000 is allowed for inventory valuation adjustment
(Item 6). These values ha&e to be taken into account to
ensure consistency in the accounting procedures. Nil entries
do not maintain such consistency especially when the amount
expended on wages and salaries is considered.

Corporation profits before taxes, Item 2, is com-
puted from the annual report of Inland Revenue Department.
Item 13 of Table X, govermment expenditure on goods and ser-
vices 1s taken from Table XXXV after allowing for local and
municipal governments.,

Statistics contained in the sector accounts are par-

ticularly inadequate. Government sector is better and could
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be improved once local and municipal government statistics
are co-ordinated. Other sectors, however, contain many
arbitrary estimates.,

Item 39a, wages, salaries and supplementary income
paid to labour by business 1is estimated as & 4.5 million,
a8 rule of the thumb estimate. Interest, dividends and net
rental income of persons, Item 42, is suggested as £30, 000,
This estimate can certainly be improved if income tax returms
are analysed to advantage,

Item 77a, interest and dividends received by busi-
ness sector from abroad is negligible as business firms of
Fiji are not known to invest capital, direct or portfolio,
outside the country. A nil entry is attributed to this
component.

Table XVII, balance of payments, is from a study,
unpublished, done by the writer while in service with the
Government of Fiji. This study, too, suffers from the pau-
city of information, ‘The large errors and omisslions of
£5.2 million, 21.8 per cent of the total transactions are,
however, accountable. Over 75 per cent, i.e, £3,9 million,
of the deficit acerue in current transactions where mer-
chandise alone accounts for & 3 million.

In 1958, there was also large repatriation of loans
by the commercial banks to thelr parent offices in Austra-

lasia. Earlier, in 1956 and 1957, banks had borrowed to
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extend credits in Fiji. 1In fact the sudden squeeze in the
credit facilities late in 1957 was primarily the cause of
the recession in 1958,

The subsistence or non-cash income is equated to
non-cash expenditure which 1s included in personal expendi-
ture on consumer goods of the gross national expenditure

table.

3. General Analysis

The function of this report has been to provide a
framework of national accounts for Fiji Islands drawlng on
quantitative data for 1958 for illustrative purposes, Having
done this, it seems proper to draw some conclusions while
abstaining from counselling on general economic policy. Con-
troversial discussions are, therefore, avoided; only the
main features are elaborated. Table XVIII is important for
the discussion that follows.

Gross domestic product between 1950 and 1958 rose
by £15.3 million or 85.5 per cent in terms of current prices
During the shorter interval of 1953 to 19568 the increase is
£7.9 million or 30.4 per cent, Prices have been rising from
1953 = 100 to 1958 =« 109.5. Thus in terms of 1953 prices
the gross domestie product of 1958 is £30.5 million, an
increase of %£4.9 million or 19.4 per cent only.

The average annual rate of increase in terms of
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current prices between 1950 and 1958 is the remarkable rate
of 10.7 per cent. Similar rate for 1953-1958 period is 6.1
per cent, however, BSuch features are not quite uncommon to
the emerging countries where prosperity 1is almost directly
correlated with the world prices of raw materials they pro-
duce generally but more specifically the price of the main
export product. In the case of Fl1jl, sugar, its main export,
enjoyed high prices during the mid-1950's and this is re-
flected in the general prosperity of the country.

In terms of constant prices, average annual rate of
increase between 1953 and 1958 is 3.9 per c¢ent. This is
more realistie. Almost all economic policies of the govern-
ment apparently are based on a growth rate of 3 per cent,
arbitrarily assumed. Population growth during the same
period has been at the annual rate of 3.33 per cent. While
governments' assumed rate of increase is justified, the
standard of living and general welfare of the people is not
expected to improve if what is produced additionally is just
sufficlent to feed the new mouths that come 1lnto existence.
Burns Commission, when forecasting the annual rate of
increase of 3 per cent over most of 1960's, contended that
this will only maintain the present standard of living
rather than improve it.

Agriculture as a single ssctor is dominant in the

economy of Fiji. Excluding the share of non~monetary,
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subsistence sector, 25 per cent of the gross domestic product
accrue to agriculture. Of this, sugar accounts for half the
amount with copra as a single crop in the second place. The
fortunes of banana trade fluctuates, perhaps largely accord-
ing to the climatic inclemencies. One tropical hurricane,
common during summer months, can ruin the whole crop but
recuperating does not take very long either.

Subsistence activities of the people of Fiji de-
clined from 25 per cent of the gross domestic product in
1950 to 19.55 per cent in 1958, It is imputed that four-
fifths of subsistence output accrue to Fijians, the remaindern
to Indians and Chinese. It can therefore be inferred that
money is slowly beginning to play its role among the indige-
nous people.

Primary production, which includes agriculture,
forestry, flshing and mining accounted for 47.56 per cent of
the gross domestic product in 1958, Similar figure in 1953
was 54.93 per cent, Secondary industry, i.e. engineering,
construction, processing and manufacturing was 18.23 per cent
compared to 14.0l1 per cent in 1953, And tertiary industries,
ineluding distribution, transport, service industries and
government contributed 34.21 per cent of the gross domestic
product as ageinst 31.0l per cent in 1953.

The stage of Fiji's development can be deduced from

these significant figures. The contribution of tertiary
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