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Social Acccunting and the study of Fconomic Structure

This working paper is an introductory statement of work about to'be
set in progress. This work wiil consist of a study of sociel acqountlng
data in Bast Africa with two ends in mind. On the one hand it will form
part of a large program of study and research, emanating from the Econoic
Growth Center at Yale University, which has as its purpose the‘cgllectlon
and analysis of data from eighteen under-developed countries, initially
in the form of a series of country study monographs, subsequently through
cross-section analysis of the resulting set of comparable and evaluated
data. The bias of these studies will be in the direction of the analysis
of the historical patterns of growth, with a view o seeking some
explanation of that history end understanding of the current struc@ure;
the bias of this project is therefore neéither planning nor projection.

On the other hand, this piece of research will form a part of the
Economic Development Regearch Project at the Bast African Institute of
Social Research. As such, it will be interested in roughly the same sort
of question — an analysis of economic structure - but it will'take up
those aspects perticularly concerned with the needs of econcmic planning
and will include some attempt at economic projection of a kind exceeding
the terms of reference of the Yale project.

Because of the nature of these projects, with their concern with
the collection and analysis of the existing aggregative data, this
project can also perform a third possible function - it could provide
something of @ service to the rest of the Last African Development
Bconomics project, in providing and evaluating the social accounting
material.

The purpose of attempting a working paper this early in the process
is two~fold. An inventory of the existing published data, with 2 brief
survey of methods and some critical comment will provide the initial
perspective on the magnitude of the task to be performed. It will also
give other memberes of the East African research project an opportunity
to offer suggestions and advice on the planning of this research and
suggest additional sources and methods wnereby the many gaeps might be
filled.

The tentative nature of the paper will be readily apparent, but it
is felt that no apology for this is necessary as the virtucs of opening
a discusiion on these problems at the earliest possible stage must
surely outweigh the emberrassment of any resulting gaucherie.

The paper is corgenized intos
1. A description of the current Bast African national accounts:

II. An cutline of some issues raised in recent discussions of African
social accounting, particularly with reference to the subsistence
sectors

III. A preliminary agenda for research into the quantitative aspects of
the structure and growth of the East .ifrican economy.

I. The East African national accounts.

1. National accounting in Africa developed in the post-war period,
either as the result of the efforts of visiting acedemics (Phyllis Deane
in Rhodesias and Nyasaland, Prest and Stewart in Nigeria, Poacock and
Dosser in Tanganyika), or as the product of government statisticed
offices (as was the case in Kenya and Uganda). The initial ambition
was 1o measure aggregates which would be more or less comparable to
those in use in the developed countries.

2. It did not prove possible to tackle the problem using the full
range of triple entry technique developed in the European and American
context. The source of data was typically a melange of product,
expenditure and income estimetion. bolstered by a substantisl amount
of imputation and sheer guesswork.




3. So as to provide por oryita welfare estimates, the accounts were
usually made as compreqons'we as p0861ble. G chngoeivennes oo 2lUo
viewed ags deeira.it for urnoses of intesr-temporal comparison. Tnere—
fore there were &avutempss o axisnd the bLoundaries of production for
accounting purpose beyond those activities in 7 =t involving cash
transactions. Lhera were also c*dmnleo of atteupts to include cash

transactions which would .ot have entered the accounts in the developcd
counffles for e amﬁlo, r*““* & Dlowart uisd bride price as a basis for
estimating vhie seconowic sewvices provided by wives in Nigeria, Phyliis
Deane suggented that in Northern Rnodesia the value of prostitutes
services shoald bz inciuvded, whilst Okigho in his recent estimates of
Nigerian na’icnal “‘ﬂc‘ui;~ exlndes the services of wives on prineciple
but only cx«-ciudes thozc of nrogtitutes because of the statistical
difficmlu,ek involved., “Sach notlons represent & movement away Ifrom the
ethnocentric vowards the absurd.

4. The pattern of siatistical deve “opzenu in Kast Africa was simi’ ar
to that throughout -~ .tish colecial AL r1cc, Bei e Tthe second world
war there was an exyv:znsive conpilation of foreign trade data. government
financial davtva fragmenvary crop data. In the case of Kenya there have
been at least tvo subsequent abuemptu to ulilize this data for estimates
of inter-war national product. Robert West made such estimates in A
Yale Pn.D. thesis (theresults have been Uublished in prart in the East
African Econcmic Review nere Lio 22%3 out his estimates of tThe inter-
war Balance of Payments); C.J. Mertin , cx-Director of the East African
Estatistical Department, inform. X me that he had also made such estimates,
although it is likely thaw those are no WCnger in existence. Reference
is made to these aitvempts so as Lo indicate the p0551k ity of using
available data to obtain rough indices of aggragate economic activity,
particularly for the cash economy, for guite long = “ods of time,

i

5. The firss estimater off dincome and product for Kenva were made by
the Zast African Sta ulﬂ* cal Department Ior the year 1947, Uganda for
1950 and Tangarrika for 1554, DPeacock and Dosser provided estlmates for
Tanganyika for 1952--1954, Ilowever; the current ectimates are computed
on a basis utilised only for *he i 19d since 1954 in each territory.
The esvimates for the years previo. vo 1§54 for Uganda and Kenya are
not comparable with those of the later years. The methods used in
compuving tne polt - 1954 escries have been made available in three
pamphietsz, one for each tzrritory, whi-. .-.% out in scme detail the
methods us" I in set of estimates. The methodology described in these
pamphlets ig sHill substantially that used for current estimates. This
set of da%ta is tne basic maierial which can be used I = the study of the
development of economic structures; tlie pre--1854 ebtlmates might also be
utilizeble. However, they are not discussed in th.is paper. Because of
the importance of this basic material, the —aragraphs below sc: cut to
describe in some detail the main characteristics of the estimates.

6.. ~zhniques used in Tanganyika have bheen influenced by the original
work done by Peacock and Dosser and therefore vary in some important
particulars from thoegs used in other pa:tu of Zagst Africa, As in the
other two territories the estimates are of domesiic rather than national
product and are estimaies built up on the product side at factor cosv
There is a more detailed inuastrial classification than in the Uganda
accounts but simllar to the Kenyan. An unusually wide coverage of
subsistence’ plOdU”“]On is atvewmpted; in particular subsistence constru-
ction activity and craift industry are_both inclucded., Estimates of
reliabili<y bty C.J. Ualen suggest that the estimates of manufacturirg
output are on a fer weeXer basis than.in Kenyve and that estimates of
distribution and rent are extremely rough.

7. Xenva provides grose preoduct estimates based on an industrial

cAAﬁmlflcatlon simila 'to that in the Tanganyilran accounts. In the

Kenyan case the : estimates and the non--African agriculture
are tullt on & Tovndation of somewhat more reliable census

data than that w T exisis elsc.-sre n Tuast Africa. The subsistence

sector estimater are resiricted to primary oubtput of agricultural

produce and ¢o not inrlude cubsietence construction or ciaft industries,

In this cage the weakest links are distriovution, rents and the subs._stence

sector,
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8. In the Uganda case the estimates of the mamufacturing sector have
to be constructed without the aid of the results of a census of
industry, and therefore must rely on tax returns for estimates of the
non-wage component of value added. In this case a larger part of the
total of economic activity is represcnted by the cash crop industries
serviced by marketing boards from which the basic and most reliable datea
uscd in the estimates are derived. Subsistence is estimated on a

ba. .s similar to that of the Kenyan estimates.

Detailed comparison.

A. Industrial activity

9. In Tanganyika manufacturing is estimated by multiplying the wage
bill, obtain.d from the annual employment survey, by a factor derived
fom the results of the 1954 Industrial Production Survey of Dar-es-
Salasm as checked against the results of an industrial survey in 1956.
The results do not cover establishments of less than five employecs.
Mining is estimated using the output data from the annual report of the
department of mines. Construction was valued from public accounts and
guestionnaires to the construction industry, with deductions of purchases
estimated from import data. Own account construction outside the public
sector is not included. Road transport is estimated by multiplying- the
number of vehicles by an assumed milcage and average cost per mile.

10. In Kenya Manufacturing, Mining and road transport are estimated

by applying a fixed ratio derived from the censuses of industry (1954,
1956 and 1957) to an estimated& wage bill derived from the annual survey
of employment. Building and construction are estimated using government
contracts, returns on buildings completed in the six main townships and
information on non-African farm building derived from annual agricultu-al
censuses. Own account building on non-African farms, by thegovernment or
elsewhere is not included under building and construction with the ex-~
ception of the construction activity of the Ministry of Works and the
African Tand Development Organization. The value added estimates are
made by taking 10% of gross turnover in construction and adding it to

the wage bill estimate.

1l1. 1In Uganda non-African enterprises and public services are estimated
by adding the wage bill estimates to the surplus component of value added
which is estimated from the size of taxed profits. The industrial class-
figation of thc employment data (derived from the annual survey) and
the profits tax data are different, resulting in crude re-allocation of
the profits data. In addition a rough estimate is wade of- the contridu-
tion of sclf-employed non-Africans. African transport is estimated
from information in the Hawkins report.

12. Transport and communication services supplied by the EACSO organi-
zations are .allocated between the three territories on the basis of the
wage bill derived from the annual employment surveys within each territory
and a three-way division of tiae surplus into egual parts.

B- Distribution, commerce and rents.

13. In Tanganyika, wholesale and retail trade is estimated by multiplying
the number of licences in each category (e.g. sholesalers, retailers)

by an assumed income for that category. Assumed incomes are adjusted to
allow for changes in the cost of living and oscillations in the level of
trade. BRents are estimated with the use of a cowbination of population

date, house density estimates and rent data for Mar es Salaam, major
and minor townships.

1l4. Kenyan estimates of the value added contribution of wholesale &
retail trade are arrived at by applying to estimates of gross turnover
derived from foreign and domestic output data, wmarzgins and propvortion

of final value attributed to gross surplus; to this is added the adjusted
wage bill derived from the annual employment survey. The trading

margines used are estimated on the basis of data derived from the 1952
South African Census of Distribution.
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A Kenyan Survey -of Distribution wascerried out-in 1960 but the
results are not = % used in product estimates. This method pro-
vides significantiy higher estimates than those to be derived
with the use of income tax data. Rents are imputedat 10% of

the original costs; of this 2#is assumed to go in maintanance

and repair, leaving a met rent contribution of 74% of the original
cost of the property. For non-residential property an 8% rent

is imputed, for government buildings 5%.

15. 1In Uganda, the output of African shopkeepers, other than
food retailers, is estimated from the number of trading licensces
(which are multiplied by an assumed incomes; for food retailing

an estimate of total surplus is made by applying an assumed
margin to e:timated food sales. Non-African distribution is esti-
mated along with all other non-African enterprises in the manner
set out in paragraph 11 above. Rent is imputed on government
property at 7% of historical cosTs. Frivate rents were either
taken from tax returns or imputed on *he basis of the current
taxable value of the property.

C. Agriculture. (non-swbsistence)

16, The only detailed censuses of agricultural gctivity in E.Africa
involved the Furopean farming community of Kenya. Apart from
that sector; the available reliable data consists of the sales
figures of the major cash crops, particularly because of the
role of tlie wmarketing boards. OCnly in the case of non-African
agriculture is allowance made for the cost of inputs purchased

- in the Yenyan case on the basis of assumptions regarding
agricultural cost structures, im the Tanganyikan case from
direct estimates of purchases. Estimates of focd crops sold and
livestock slaughtered are extremely crude. Basic livestock
estimates are made by za2pplying an assumed off-take ratio to the
estimated herdsize, or from estimates of hides and skins sold.
Thus the agricultural value added estimates in East Africa can
only be looked upon as being at all reliable in the case of the
major cash crops. Also, no attempt is wmade to estimate African
capital accumulation in agricultural production, except for a
crude estimate offered as an addendum to the Ugandan accounts.

D. Government

17. As the besie accounts are of value added product at factor
cost, the govermment contribution is measured by the size of the
government wage bill. As income outlay tables are not included,
the basic national accounts do not contain very complete infor-
mation on the size and composition of government expenditures
more complete data are ave~ilable, of course, from the annual
approgiation accounts of the government.

E. Capital formation

18. Estimates of gross capital formation are available for all
three territories. As with other items, procedures differ from
territory to territory.

19,  Construction estimates are based on the building and constru-
ction output data used to arrive at the value added estimates
outlined in paragraphs 9 - 11, Some effort is made to allow for own ac-

count oonstruction in the Kenyan case. (Public and parastatal

organization investment is taken from the organizations' aceounts, )
In the Ugandan accounts, own account construction in private
industry is not included.

20.:.African investment in agricultural activity is not measurecd

. (except for the Tanganyika estimates of subsistence house constru-
ction). In the Ugandan accounts a guess regarding the magnitude
of this activity is offered as a addendunm.
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21, Machinery and equipment is estimated from import data with
allowances for mark-ups and installation charges. It Tanganyika
all automobiles are included within the definition of capital
formation, in Uganda only vehicles purchased for commercial
purposes while in Kenya automobiles are included but are also
recorded as a separate sub-total.

22. Invenbtory changes are not measured and no estimates of
inventory stocks are published.

F. Subsistence.

23. The definition and metizod of estimation of subsistence out-
put varies as between the three territories. In Xenya, crops

are estimated on basis of an acreage and yield estimate for one
year, to which an assumed rate of change is applied each year,
which may be varied according to conditions. Apparently the out-
put is priced at local market prices. Livestock are measured

by using an assumed off-take in cowmbination with an estimated
herd size. No measurement of subsistence construction, services
or craft industry is attemped.

24. 1In Uganda, staple crop figures are arrived at by multiplying
a population estimate by estimates of per caprita commodity quanti-
ties and prices. Livestock producfion is estimated from the sale
of hides. DBeer production and firewood collectior by Africans

is included in both subsistence and.cash output, beer being valued
at town market prices and subsistence wood at an imputed estimated
labor cost. House construction is not included. The Ugandan
subsistence figures therefore cover a conceptually wider area

than those of Kenya but are not as broad in scope as the
Tanganyikan.

25. Tanganyikan estimates of subsistence activity include size-
able sums for craft industry and own account subsistence constru-
ction which would not be included in the accounts of the other

two territories. Valuation of estimated staple outputs is at
nearest markct prices. The reason for the more inclusive production
boundary in the Tanganyikan case is the influence of the early
estimates ifor that territory by Peacock and Dosser; subsequent
estimates are cxtrapolations of their results.

G. Foreign sector.

26, The Balance of payments figures, which have been estimated
for the years since 1955, are not too informative, particularly
during the past two years, because of the difficulty of tracing
movement of funds between East Africa and the rest of the Sterling
area, As a result in 1962 the largest single item in the accounts
was the errors and omiesions item. The territorial significance
of the Balance of Trade data {(i.e. flows of visible imports and
exports) is not straightforward of problems of valuation; for
example, most of Ugandan imports are valued at Mombasa. The

data on inter-territorial trade of domesticall: produced goods are
alsosincomplete, because of the difficulty of recording trade
conducted via road or on the hoof.

H. Incrme and expenditure estimates.

27. As was pointed out above, it has not proved feasible to deve=
lop the East African National Accounts on a fully articulated
entry system. However, each territory attempts some division of
income by factor slares, derived as a side product of the methods
of estimating value added. The major weakeness of such figures

is the estimate of surplus, which in every case is arrived at

by imprecise methods and at times quite crude estimation. The

use of these data in discussions of year to year fluctuations of
factor shares or in international comparisons would be gquite
suspect. On the expenditure side, gross capital formation estimates
are provided, categorized both by type and as between private

and public sector. Government expendi.ure data are available.



FwAerandent ef._:timatcs Aaf Annernmtinn DXT\PI’W‘:‘]"‘UT‘C arce not ava’” able.
S0 @CUlasta . Aaw-m~A as resitual. from the other data would be-
cubject to congiderable error.

T. Estimates of real cutmut.

28. BEBsvimates of reall deaeciic suipav are not a ailable for any

07 the “erritories. Therzs is some . 'elihoodl Tha official estimates
arda in the near future. Indices of foreign

trade and cosgh of Jiving indices for Nairohi and Dar es Salaam are

avels ¢

eneral comment.

29. So far - . eccount has besn largely a brief precis of the
existing data. Having stated the facls some comment is in order.
The picture which emerges frou the detailed descriptions is of

an understaffed statistical cer-ice attempting to conjure up
comprehensive tables from guite i 3mentary data. The verdict
must be that although they have dornz surprizingly well they have,
of necessity, been forced to use techincues whicih render the
r_sults quite suspect for som= purposes. Thus, for exaumple, theyse
-7 an accumed vage share iIn esiimating valuc added, based on
cachmark rosulis, will mean that ot ~7ed gnnual fluctuations

in the aggreg:te share will be depenuent on the changing

industrial comp.aiticrn of output and not the changing size of.

the wage share within individual industries. The use of import
data to estimate capil L formation produces an observed statistical
rzlationship betwsen impert: =nd investiment resulting from the
statistical assumpitions, which could not be used as a test of
hypotheses regarding the economic relationship between thscs two varisbles.
4lso0, a%t certain points -in Tthe estimations, population data are
nsed to derive aggregate from per capita estimates. The unwary
might subsequently use the resulting aggregate data with later,

and higher, populztion estimates to derive unjustifiably low per
cap:ta esiimates. For such reasons it would be as vw:1ll to avoid
neiag any of these data, particularly the aggregate totals,

vithout 2 detailed knowledge of the basis on which the data were
originally compiled,

Another way of stating the same coneclusion, is to clearly
distinguish that part of the underlving data which can be considered
"hard”, the more s:lid v -t ~f une foundations on which the
flimsy strucbture 1¢ ™iiiv. Such an inventory of “hard" sources
would ine7-.2c che annual employment surveys, the surveys of
wusin . ovuring in Kenya (and to a lesser extent Tanganyika), the
sales data for the major cash c¢r »g, the government accounts and,
for East Africa as a whole if nc. for the individual territories,
the data on vieible imports and exports. The aggregates built
arround this basis information are ditficult to evaluate because
of the maniforld assumptions made in the many steps between the
initial "hard” figure and the end-product totals.

IT. The current state of African naticnal sccounting.

30, In this section note will be taken of recent discussions at
the internavcional lsvel. This will procide a broader perspective
against 1 aich to consider the East ATrican accounts. It will
provide information regarding a technical literature which is
likely to have considerable influence on the development of
accounts in Bast Afxr 1. Also, it will provide the opportunity
for co:sidering vhe poussibilities of comparative analysis with
the uce of data from a number of the African countries.

5051sting pf the early case studice {Phyllis Deane, H.S. Frankel,
irQSt.? Stewart, etcjyt’?omments and working party notes from

. com the various ;?atlgticalgoﬁflces, occasional coumments and
papers in the publications of the International Assoeciation for

31. The literature on this subject is su: orizingly extensive,
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Research in Income and ¥ 11%h and, in the last couple of years,
the results of systematic attemps to consider the problems of
African sccial accounting in cc-operative ventures at the inter—
tional level. In particular, the latter are represented by the
Internaticnal Association for Rzsearch in Income and v :alth's
conference and subsequent publication of the procecdings
(African Studics in Income and Wealth,) ed. L.H. Samuel) and by
the work of the Economic Commission for Africa's Working Group
on the Adaption of the U.N. System of National Accounts for use
in Africa.

32, The report of the working committee on national accounts of
the E.C.A. is particularly important, both because it resulted

from the co-operation of a number of working statisticians and

is likely to be very influential on the evolution of the techniques
of official staticians throughout Africa. This will be particu-—
larly so becausc of the necd of inexperienced statisticians to
lean on outside help.

33. A general impression which can be gained from the literature
is that for all their faults the East Al--“can accounts are as

well developed as anywhere in tropical Africa, except perhaps

the Rhodesias and Egypt. The Rhodesian estimates have benefited
from the cxistense of an able and experienced statistical depart-
mens, plus considerable acadewmic interest. The Egyptian data

have been denefiting from considerable work by Bent Hansen during
the last two yecars the results of which are just becoming available.
Also there has been major re-calculation of the Nigerian national
accounts extending back to 1950 (the work of P. Okigbo). South
African accounts and censuses are available on a morc reliable
footing than the rest of Africa, but tiis is largely the result

of the devecloped state of the South African economy, and does

not indicatc any particular sus-ess in dealing with those problems
special -to social accounting in Tropical Africa.

34. The evidence of African Studies in TIncome and Wealth suggest
that there arc a number of distinguishing features separating the
problems of ‘African social accounting" from the variety in the
U.S. and Europe. These are
I the cextreme scarcity of statistical personmnel, which
.- ~ns6s a necessity of choice and ruthless priority not
neccssary in countries with the luxury of large statistical
officesy
ITI. subsistence economic activity plays a much more important
role in the lives of the populations in relative terms than
is true in the more develocpcd countries;
III. in that part of economic activity inv.iving cash transa-
ctions, foreign trade and international capital movements
play a much more important role than in the developed
economies (this is both an advcatage as in means that an
important part of cac.: activities are readily susceptible
to measurement, and a disadvantage, because of the correspo-
nding importance of the balance of payments, which is extre-
mely difficult to measure);
IV. +the general lack of good ancillary data (e.g. population
series of any reliability);
V. the high rate of structural change which is planned ,
which ©ill result in greet difficulty of inter-temporal
comparison even in ©the face of more complete dataj
VI. finally, the 1li ‘lihood of considerable aggregative
economic planning in the future which, of necessity, will
have to be based upon assumptions about structure and trends
of the categories about which so little is currently known.

The first five points render social accounting difficult, the
final point makes it extremely necessary.

4 - _ el
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3%. iluch of Tune discussLoil concerning African social accounting
arises out the conflict hevween the desire for comprehensiveness
and the necd Tor reliability in the estimates., Two issues where
these objectives conilroy are in ﬁae +1eatwent of subsistence
cetivity and 1a the cacice Tz svtempting fully comprehensive
aggregate accounts ox i ed with sectoral accounts for
the more urhu k;o aetwvible A L11rd criterion which is some-—
Times ussion is the utility of the accounts
as a tool for goli%y—makers a others.
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Accounting for subsistonce economic activity,

3%, In the development of HMJiOﬂ“L accounving techniques in the
coentexs of Tthe developed cconomics wany cf the decisions made

about method have been made on a pra@matic bagsis rather than
through the exercise of abstioact priaciple. Much of the ease with
wnich a consensus emerged was orooablv the results of the similarity
of ecoromic cuvirorments in which the principles were developed
(although even in those circumsitances competing systems emerged and
issues were left unresolved). Morcover, the techniques were applied
to econcmies with enougly continuity of structure to make inter-
temporal comparison on the basics »f social accounts a sensible
activity.

37. By and large, social accounting became an accounting system

for cash t““ sactions., although in some areas (e.g. rents) values
were imputed The sectiocn oif vThe economy in which a large propo-
rtion of proauotior wae used dircctly in the sustenance of the
actual oroduceLs was small cnough for its treatment to be a marginal

. eiderati Of couxrege, Lhosz ocecupicd i~ Tull-time paid
€. ooyment in such gconomies may engage in leisure time produetion

for own consumpition to such a degree that the absolute value of
Tthelr out-put might be very considerable - greater in absolute per
capita terws than subsistence output in * "ose economies where such
activity is the exclusive concera of a sizeable proportion of the
copulation. In the developed economy there is some likelihood that
such awtivities are propcrtionately only a swmall part of the total
productive active and a stable proportion at that. Neither of these
two assumptions can be made about the importance of subsistence
activity 2g a source of economic welfare in Tropical Africa. What
ig a marginal issue 1in the case of the developed countries becomes
a potential source of serious difficulty in Africs

In the Toce oI this difficulty practise has varied. As has
been pointed out above, differcnt technigues of subsistence
accounting are used in the "ree Eagt African fTerritories even
although the accounts emerged under the auspices of the same
statisticsl department. This is an are» where no satisfactory
consensus scems To be emerging.

38, The Unitcd Nations exper®ts, in their system of National
Lccounts (1953) advir=d +that:

"In the casc of priwmary producers, that is tl ose engaged
in agr 1culcuwe, hunting, fishing, mining and quarrying, all
primary production wheunﬂr exchansed or nov and all other go»ds and
services proauced and exchanze are included in the total of produ-—
ction..... As a resculs Tl rules vThere is ommitted irom
production the ne?v amou on—-primary production performed
by produccers outside t des and coneumed by themselves.
Now-primary producvio ey be defined broadly as the transformation
and dissribution =f tangible commodities as well as the rendering
of services.,™
This was & pragnatic et of criteria apparently designed for
economies experiencing a hign dogrec of division of labour in which
the distinction between the acvivities conducted in the pursuit of
a producer's srade other activities had a clear comm nsense
boundary. These criilzria were adophed in the production of the
Teanlan end Leiryan nationa’ accoun.s.
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39. A number of economists have felt that such criteria are insuffi-
cient in dealing with eccnor. =2s with a low degree of division of
labor, where the cash ecconowy has o2ly achieved very limited pene-
tration into the lives of the popurace. This is particularly the
case w..¢n cne of the purposes of the accounts is supposed to be the
international or the inter-temporal comparison of welfare. This
is the motivation of the decis’ '+ made by Peacock and Dosser to
include craft industrics and subsistence construction in their
estimation of Tanganyikan national product. G.H. Billington (for
a number of years respo ible to the Rhodesian accounts) opts for
very inclusive estimation in the belief that it is necessary for
planning purposes, suggcesting that building construction, land
works, processing, storage, transportation and distribution of won
primary products in the cubsistence sector should all be measured,
so as to minimize the risk of under-counting. He accepts the
neglect of processing of goods npurchased and other household
services. On the other hand. Okigbo, re-casting the Nigerian
national accounts, feels that there has been an overconcern with
welfare measures which has resulted in dubious technigues of
estimation; he therefore opts for a very narrow definition of
subsistence output.

40. Just as the removal of the cash criterion imposes the nece-
ssity of introducing other arbirary definitions of the boundary
of measured production, so also does it remove the straighforward
basis of valuation. The choice is between -a2luation at some-
narket price (the more ineclusi. . measure) and valuation at exfarm
prices. The difficulty also arises, if a broad definition of
subsistence output is used, that there might be some items (e.g.
rural huts) for which there are nc comparable cash prices.

41. Faced with these differences, the E.C.A. working group advices
that the- boundary or production should include, in -.2dition to all
goods and services sold:
"i) All other agricultural, fo.estry and fishing products;
ii) Own account building, consiruction and land works by
housenhold;

iii) Pwroceszing, storeve, transportation and distribution of
own primary outputv by rural households (as defined else-
where in the same document)?

For the working group, the main interest of such estimates was to
provide a record of resources which could be mobilized for develo-
pment purposes.

42, In the discussions under review only one coummentator, Miss Peter
Ady, comes out asainst the measurement of the subsistence sector

at all. She offers two arguments. On the one hand, the subsistence
sector is self-balancing and can be expected to have minig<l

effects on the rest of the economy. On the other, she claims that
even in African countries subsistence income is but a small perce-
ntege of total mnaticnal income. However, the sfecond claim is
dependent on the validity of the very accounts the utility and
meaning of which she is doubting.

43, These discussions suggest that the economic statisticians conce-
rned with these guestion arz moving away from the attempt to measure
levels of welfare; they state that they desire to produce figures
which.will be of utility in the planning process. Howecver, there
seems to be little clear idez of how the existing or suggested
estimates could, in practi«~, be utilized by a planner.

L4, If the issues of principle have been a source of conflict, the
practical difficulties of estimation have been an even greater
barrier to the achievement of meaningful estimates of subsistence
product. The efforts so far have involved the manipulation of
numerous estimates, each individually subject to errors the magni-
{nde and dircction of which can only be guessed.
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There is no evidence that any of the component parts are adequate-
neither the population estimates , nor the acreage, nor The produ-
ctivity estimates used. Guess is multiplied by guess. If in
principle subsistence estimates are desireable there is no evidence
that there are yet means of achieving meaningful estimates in
rractice.

45. To conclude the discussion of tiais subject, it will be useful
to consider a little more explicitly why these figures are needed
and whether tliere are przctical means whereby such needs can be
met.

46. The easy answer to tliose who seek to conduct intermnational

or inter-temporal compariscns of welfare is to point out the

dubious foundations on which any such project must rest, even in
principle. Some years ago H.S. Frankel ably marshalled the case

on the side of the sceptics. Nevertheless, it may wecll that the
statistician is not a free agent in this matter, in thet willy-nilly
his figures will be used for such purposes and that therefore he
should make scme effort tc ensure that such comparisons are not sub-
ject to excessively gross distortion.

47. Insorfar as the exercise of measurement is undertaken for the
purposes of welfare compariscn, the relevant measure would be an
estimate of the wmoney income that would be necessary to achieve
comparable standards in a monetized economy, as in fact are
achieved in the subsistence situation. For this purpose the

cost of the subsistence output, either in terms of expenditure of
effort or in opportunity cost terms, is irrelevant. If, for
example food an” shelter is a frees good in a particular community
they are not to be valued at zero for welfare comparisons. What
is required is a measure of consumption standards, not. inputs of
factor services nor even a measure of the market value of the goods
consumed if they wcere marketed in the existing conditions. Thus
it migkt well be that a rural hut which provides an essentially
similar service as the city dwelling of an African worker could
command not even a nominal rent in the countryside. Now it could
be arzued that the market price criterion of value should result
in both being valued at rents which cculd be obtaincd if the
facilities were offered for rentals in the Tast African case a
simple town dwelling would be valued at twenty pounds or so per
annum, while the rural dwelling would be valued at a near zero
value. This is the logice of the procedure most often adpted.
However, to achicve full counsistency with other social accov~ting
practices anotiner step should be included - the value firures
should be adjusted for differcnces of price level; if commodities
are valued at the low market price operating in the country-side,
then for comparison the resulting series should be expanded by
price indices allowing for the differentials in the level of
prices betwesn the rural and urban sectors.

48. It can be safely asse. ted that existing estimates of
subsistence output in East Africa do not provide a basis for
sensible welfarc comparison. The implication of the accounts as
they are currently produced is that for a large proportion of

the population income levels are almost identical with the consu-~
mption of food, and even that is valued at very low prices. This
may be a true cstimate of the standard of welfare in some cases,
but as a general victure it is certeinly incorrect, undervaluing
the welfare derived from self-constructed homes and numerous

craft activities. This conclusion is derived without consideration
the implications of the failure of social accounts to take account

at all differences in the consuaption of leisure; in an
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econemy precominantly given. over to a 40 hour week and 50

week working year t'is is no serious proble; in comparing

welfare in an industrial and a subsistence economy it is a
very important izsue.

49. The conclusion must be that it is the responsibility

of the economic statistician to vigorously assert the impos-
sibility of weking meaningful comparisons of welfare in money
value terms. More would be gained by short verbal descriptions
of the character of life in the subsistence sector, supplemented
ray be by crude indexes c¢f.hehlth and .fonduintake, than by
attempts to conjure up monetary estimates of subsistence con-
sumption standards.

50, In a sense, the argument above is fighting a battle
already won, for the tendency now is to view the estimation
of subsistencc output as a task which may be of utility in
some sense to the planner. Thus, one use of subsistence
estimates might be complete the data necessary to wmake
estimates of changes in productivity over time. Without
estimates of subsistence output it would be iupossible to
distinguish improvements in productivity over time frowm the
results of increased monetization. Unfortunately, the data
currently availabie in no sense nmake this possible. For
example, frowm thes existing sstimates of subsistence econonic
activity in East Africa it is nct possible to tell whether
the increases in African cash output erec at the expense of
subsistence production or the result of increased supply of
effort or of improved productivity. Similarly, it is not
possible to tell whether the movenent of labour to the town
has resulted in any dimunition of subsistence output. This
is because thc current subsistence estiwvates are not based
on any real information about subsistence activity, but are
rather the result of assumptions anG surmiscs concerning
®#he very things about which it is desirable to have hard
facts. If more information were aveailable it would probably
be of wmore usc in its original state than.in dubicus trans-
formations invo monetary figures.

51. However, after so nuch negative coument some positive
suggestions arec required. There are two possibilities

which might be considered. Productivity is a relationship
between inputs and outputs. The reason why the subsistence
measure is of potential importance is becausc output per capita
is a commonly used index oI productivity improvement. The
same result would be achieved by mecsuring productivity in
the cash sector in relation to the labour force employed in
that sector; this would not be possible for that part of
cash out put which is derived from peasant cultivation.
Output per worker ewployed could be uszd as a measure of
progress in non-peasant, non-subsistence economic activity.
On the basis of current methods of computation such a sceries
would move with the average wave level.



52. A second method would be to substract from cash

output that element of production which would have been
produced as a sutksistence activity -~ that is, an

allowance for that part of cagh output which goes into

such things basic foodstuffs and minimal housing nceds.

In principle such an operation would be no less duvious
than current attempts to estimate the output of the
subsistence scctor. In practice, however, such a procedure
would have the virtue that the manupulations involve opera-
tion on known cdata and would demand les. imputation and crude
estimation than is now requircd in the wmeasurement of the

great unknown subsistence sector.

53. Any such judldgements are very much second best

solutions; what is ne ded for more complete information

is reliable bvench-mark data from a ccecnsus of agriculture.
Meanwhile it -is unfortunately +rue that work to date in
measuring subsgistence actitivity has been neither usciul for
welfare comparison nor has it provided appropriate date for
planning purposcs. In the immediate future any elaborate
schemes to achieve greater comprehensiveness will only

be appropriate for the occasional benchmark year.



The Question of Prioccities.

54. There are a number of other subjects which have
interested those participating in recent debates of African
income accounting. Some of these issues are considerable
practical interest to the working statistician e.g. whether
gross domestic or national income is the relevand concept
for African purposes, how subsidiaries should be treated,
how intercst payments on foreign held debt and indirect
taxes on exports should be handled - these and similar
questions ave been raised in the discussions. These
questions are not of great imvorience for the sidcussion at
hand. However, there is a general theme which runs through
much of the discussion which is worthy of comment. This
involves the choice over the order of priorities in setting
up. accounts.

55. At itls most extreme the debate over which accounts
should be attempted first involvis a division betwecn those
who favor attempts at comprehensive aggregate measures

very early in the process of statistical development and
those who claim that many of these attempts at comprehensi-
venes result only in confusion. Thke latter claim that
understanding will be furthered more by exclusive concentra-
tion on those sectore for which reliable information can

be derived, which are also, it is claimed, the strategic
sectors from the policy point of view. The claim is made
that utility and accuracy will be increased at the expense
of comprchensiveness. Thus, in the East African cass,

it has been shown that the aggregate results are built on

a narrow fouprdation of "hard®™ data expanded by cxfrapola-
tions from bench-mark years, expansion by estimatcd or
assumed ratios and completed through the imputation of un-
measureble volues. Do thesc aggregate add anything vo

the skeleton of solid data, or does tie tissue of such
flimsy construction not chscare wmore than it reveals?

56, A position on ' s issue is implicit in the discussion
of subsistence estimates above, and in the comments on the
Bast African data. Accuratc analysis is probably better
served by concentrating ou these pieces of Cata which have
some claim to be facts, rather than on the loosely compiled
aggregates. Nevertheless, there is a case to be made for
sketching out a comprehensive framework of accounts very
early in the development of a sy..em of statistics; by so
doing, the gavs to be filled are made apparent and potential
inter-relationships are suggested.

57. The sensible way out of this dilemma, which is suggest-
ed by the proposals of the E.C.A. working group, is to set

up a full comprehensive framework of accounts as the eventual
ambitious goal for a statistical system, but along with it

to suggest a set of priorities, ordered both according to
importance and case of achievement, whereby the goal can

be achieved through a scquence of forward steps. It is not
relevant in this draft to discuss these prvposals in detailj
it might be the case that such a discussion would be demanded
ty any later paper which contained practical suggestions

to the stotistical services.

58. Finally, it is interesting to note that the recent
discussions of Africa social accounting have concentrated
excessively on time series computation of the national income
accounts to the neglect of problems which in some scnses
might be considered previous to the achievement of reasonable,
time scries - namely, the periodical surveys and censuses

of industry, distribution and agriculture whioh provide a
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lot of thec sclid detail on which the time series estimation
is based, The inadequacy of such data is the basis of the
dubious naturc of the end-product social accounts.

111, A vrozrom of action.

59. Having described and criticized the existing cata,

the much meore difficult tesk of formulating a program of
action must be tackled. The emphasis for this projcct must
be on the actenpt te squeeze the maximum possible iuformation
from existing data, rather than attempting original projects
of data colliection. The degrec to which the tasks sct out
below can in fact be achieved will only become apparcnt as
they are aticapted.

60. The emphasise at this stage iB on mapping out the main
lines of attack rather than the details; the analytical
framework within which the data will be utilized is nct made
explicit. This is something which nust be developed pari
passu with increasing famiiiarity with the facts. For the
moment thcrefoce theagenda of statistical orgenrization is
derived frou s.ume very general notions of the data necessary
in econdcimic analysis plus a preliminary idea of the sectoral
breakdown which will prove wus#ful.

61. The program of work can be divided, at this preparatory
stage, intc threc major subdivisions:

A, The time series description of output and input
flows, income ghares, ¢xXpenditures and rolationships
=ith the foreugn scctor;

B. A bench mark study of structure, in terms of inter-
industry rclationships, the stywmcture of costs, the
atock of manpower skills and capital, and the

- levcl of capacitysy

C. A framework of projection.

Such objecctives invoive a counscl of pe ~fectiong
limitations on.the achievement of such objectives deriwve
both from the availability of basic data and the manpower
costs of manipulating the existing data.

62. Besides the using industrial and factor input classifica-
tions already uszsd in the accounts it seems likely that for
the purposes of analysis it will prove necessary to build

a sectoral model with a number of subdivisions. A suggested
sectoral framcwork is set out as follows:-—

Large scale

i.  Private foreign Expatriate
needs
Industrial ' Local
ii. Government
guasi--govt, African
needs
Development

Government services
Routine.

Food staple
African Cash c¢xport crops
Agriculture Mixed farming
European  Cash export crops.

This is suggested in a tentative fashion, leaving the
way open for suggestions of alternatives.
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A. Time series.

63. A list of times scries to be cullected or consfructed
is set out under this hecading.

1. Value added output by major industry - the behaviour
of the basic scrics, 1954-1962, with emphasis of
these sectors for whor the cstimates are built on a
more solid baesis.

ii. Foreign trade - exports and imports — categorization
by stage of wanufacture, type of product and industrial
use.

iii. Gross expenditures - the use of the data in (i) and

(ii), along with gross output data from the surveys of
industry and thc estimates of gross investment and

the govermment accounts to construct crude table

for expenditures, divided into the usual catogories

of investment, exports, government expcnditures and

consumytion.
iv. Division of incowme by racisl group.
VV. Division of incowme by factor share.
vi. Labour inputs, by racial group & educational gualifica-

tion, with a scctor and industry breakdlown.

vii. The flows of inter-territorial trade.
viii. The balance of payments.
ix. The sources of capital finance.
X. Spending by racial and income groups - categorizakion

by sector origin. (This is unlikely to be ashicvable -
it is suggested in case someone can offer suggestions
on how it wight be handled.)

64. This list meinly includes data already available, although
subject to the criticisms already mentioned. The really major
gap, which therc will be some crude attempt to fill, is re-
presented by (iii). (viii) dews not exist at present in a very
informative~ fashion and is a gap which can be filied only

as a result of official action.

This pregram will be achicvable in a much morc complete
fashion for Kenya than for the other two territorics.

65. The cstimates of value added output will attempt to
measure the ‘growth of output ovtéeide the subsistence sector
with some attempt to net ocut the affect of increascd monetiza-
tion.

An index of real output.

66, Thisg lis. .cuves out the possibility of producing estimates

of output in reel terms; as was mentioned above thers 1s some

hope of official estimates appearing in the Ugandan case. Such
estimation is a major undertoking, best shouldered by the official
statistical scrvices. There is a possibility, however, that a
erude production inlex could be produced based on the scattered
series of physical oufkput available (e.g. agricultural output,
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fuel inputs, transport activities, physical import guantities).
Indices of economic activity based on selective information

have proved of some use in interpreting cyclical and growth
patterns in more advanced economies. This possibility is thrown
out as a suggestion rather than a proposal, so as to see whether
there is a feeling that it has any wmerit.

B. Bench-mark analysis of structure.

67. Perfectly, what are reguired are input-output tables
exposing the relationships between the various industries,

data on the cost structure of firms according to size within
industries and data on labour/output/capital ratios. In
practiee, it would be a considerable achievement to complete

a far more modest agenda. Initially, the emphasis must be

on the industrial structure .of Kenya, with attempts to construct
crude input-output tables based on the 1956-1957 industrial
surveys. Some work can be done on projection of this data

with the use of the results of the annual employment surveys

and them c¢ ecking to see if the input-output relationships
resulting are roughly consistent with the 1956-1957 patterns,

In relation .to this subject, there is some possibility that

the East African Common Services Organization will undertake work
on Input-output relationships,

C. 'Projection.

68. Projection will be part of the work of each component
study of the Economic Development Research Project. To a
greater or lesser extent each study is concerned with guant-
itive prospecte for particula~ sestions of the East African
economy. Insofar as this particular study involves a more
aggregative approach it must lean to some extent on the other
studies for information about the sevarate parts. Its primary
concern must be with inter-relationships between industries
and seotors rather than questions of feasibility and efficiency
within any sector. It must draw together the available data
on patterns of demand, local ~ad foreign evidence of income
elastieities, patterns of output increase and the resulting
inputs dewmanded, patterns of income generated by development
process and supplies of factors forthcoming, and fit the pieces
together into a comprehensive model - at best an analytical
and explanatory model which provides insights into the histor-
ical process, at the minimum some crude tests of .consisténcy.
This is neither an easy nor an obvious task. It is a task
that should »probakly. oaly be started at the point when the
project as a whole is beginning to reap the benefits of
economies of scale.

Sunmar:.

69. This has been a discursive discussion of existing

sources with & very broadly conceived agenda for research
appended. It would help to focus the nature of the research
planned if, ©to conclude, a note were made of activity to

be undertaken during the cowing few months. Research will ..
consist primarily of data coliection and manipulation at-this
stage. It will consist of three major undertaking - the third
of which ig egsentially tentative.

1. The ccvstruction of expenditure tables for
East Africa, 1954 - 19623

2. An investigation of the strueture of inter-industry
relationships in the ¥ ayan ecorony, 1956-1957;

3. Work on an index nf enanam=:c —-d2-—-
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‘The other clements in the data program will, at this stage,
not_be the culj-ct of any work other than transferral from
official sources and a minimum manipulation.
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