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INTRODUCTION

Macroeconomics is that part of economics which studies the overall
averages and aggregates of the economic system. It seeks to explain

the causes and consequences of fluctuation in the general level of out-
put, or prosperity and depression, the general price level, or inflation.
and deflation, the general level of employment, which moves with the
level of output, and the general level of interest rates, which is to

some degree related to the phenomena above.

It is evident therefore that macroeconomic analysis involves the measure—'
ment of macroeconomic éctivity. That branch of macroeconomics which is
concerned with the measurement of macroeconomic activity is called
national accounting, of national income accounting. Like all other
branches of economics national accounting has evolved considerably over
the past three centurieé. Initially, different countries developed their
own national accounting systems, depending mainly on the structure of
their economies and the possibilities for data collection. Examples of
A;;velopments in this difection are the French system of national accounts

(1)

and the British system of national accounts.

Latef on, for the sake of international comparability, attempts were made
to develop a standard pattern which would be employed by all countries.
The results of these attempts were the 1953 and 1968 systems of National
Accounts introduced by the United Nations (U.N.), referred to as the U.N.

System of National Accounts.

This thesis studies the underlying concepts and the general applicability

of these two systems, the latter being a revised version of the former.

The thesis has two distinct parts. In Part I, the chronology of the

evolution of national accounting is reviewed.

Chapters I and II deal with an evaluation of the concepts and theoretical

complexities of the subject of national accounting.

Chapter III illustrates the U.N. system of national ‘accounts and its uses.

This chapter advocates that the U.N. system is best suited to the Western

(1) For a comparison of various national accounting systems, see
Yanovsky, M. Anatomy of Social Accounting Systems, 1969, Chapman
and Hall, U.K.




developed economies. To make it suitable for the developing economies,
certain changes in definitions and some alterations in aggregates are

suggested as necessary.
Chapter IV discusses these définitions and alterations.

Part I1 seeks to apply the revised system of national accounts to the
economy of Transkei. Transkei, whether regarded as a country or a
region lacks data on its macroeconomic aggregates, especially for recent
years. This in turn severely impairs any attempt for accurate.Formula-
tion of economic planning. However, this part'is'an exercise in compiling
certain data in order to examine the quantitative functioning of Transkei
economy .

The collection- of statistics in Transkei is fraught with formidable
difficulties. These problems are manifold. Chapter V discusses the
major statistical problems in Transkei. In the same chapter, the avail-
able macroeconomic statistics, as provided by various institutions, are
critically studied. These estimates are made for the period 1954-77,

-£hough unsequentially.

éhapter VI summarizes the results of my research for the estimation of

the national accounting statistics of Transkei for 1980. This research
commenced in 1981 and involved a number of surveys of which the business
survéy was the biggest, involving over a thousand interviews of various
business enterprises. '

In Chapter VII the 1980 estimates together with the 1954-77 estimates are
used to construct a time series for the economy of Transkei for the period
1954-80.

The quantification of the econcmy and the'interpretation of its resultant
estimates are two different things. The latter requires a great deal

of auxiliary socio-economic data. A comprehensive qualification of thé
~ trends of various macroeconomic aggregates of Transkei is clearly beyond
the scope of‘this study. Chapter VIII therefore provides a brief inter-

pretation of the primary connotations of the estimates.

Chapter VIII embodies the conclusions derived from the study. In order
to avoid repetition, the concluding section summarizes the thesis and

suggests the areas in which further research is required.

The Annexure on Methodology and Sources of Data' illustrates the method
of calculation of the 1980 estimates in Chapter VI.



CHAPTER I

ECONOMIC THEORY AND THE DEVELOPMENT
OF NATIONAL ACCOUNTS



I.1

| CHRONOLOGICAL REVIEW

National accounting, as a set of quantified economic measures,
has its conceputal origins in macroeconomics.’ Since macro-
economics conceives of the economy as a national unit, national
accounting, measuring the aggregate relationships established in
macroeconomics, has received attention at periods in history

favourable to government involvement in economic affairs.

Prior to the era of laissez-faire doctrine, there were no philo- ‘
sophical or theoretical justifications to restrict the government's
participation in economic activity, although lack of technical

and administrative, as well as time barrier for communication and -
data collection imposéd(severe limitations on this participation.
Nevertheless, economists from Aristotle (384-322 BC) to W. Petty
(1623-87) reserved a right, though implicitly, for the State to

intervene in economic activity.

The emergence of the mercantilist school, with its emphasis on
national and international trade, favoured a careful record keeping
in the 17th and early 18th centuries. . In England, W. Petty; using
the double-entry income and expenditure approach, estimated the
national income in order to assess the taxable capacity of the

nation as well as its disposable income.

Using the data produced by the English taxation system, George
King (1648-1712) estimated income and expenditure of the country. -
His method was an advance on Petty's in that he included saving as

a balancing item.

The Physiocratic economists (1756-1778), with their strong support

for agriculture as the only "productive" sector, paved the way for

a different approach. They were concerned with pfoduction and"

its distribution. Agriculture, to them, is.the only sector capable
of producing a surplus which must be used to support the other,
sectors. Dr Ouesnay (1694-1774), the prominent Physiocrat, in his
Tableau économique (1758), developed a distribution pattern of
national products. This elaborate table has been regarded, by

many, as the ancestor of the modern input-output table of W. Leontief.

Whilst France and England continued to improve their statistical



estimations, other European countries lacked the proper data

for any similar exercise. Mention should, however, be made

of F. Galiani (1728-1787), an Italian economist, whose criticism
of the physiocratic analysis laid the foundation for Pareto's
subsequent contribution. The absence of an implicit value theory,
Galiani remarked, was the main shortcoming of the physiocratic

calculation.

The belief that some economic activities were productive aﬁd some
non-productive, found an echo amongst the English.economists of
the classical school. Also the school advocated the laissez-
faire doctrine in which non-intervention by the State was ideal.
The ramifications of this doctrine for the evolution of national
accounting was inhibifiye. In other words, if the state was to
maintain law and order and defence without ihvolvement in any
further socio—ecoﬁomic,objectives, why then should the state be

concerned with the level of the national income?

In brief, the classical school confined itself to a narrow produc-
tion approach i.e. it excluded some economic functions from
productive activities. Karl Marx, later on (1818-1883), adhering
to a special version of this doctrine, stated that only the workers
were productive and all other factors' services were unproductive.
The non-wage compensation, he regarded as "surplus value", created
by lsbour and reaped by the owner of the capital. He refused,
thus, to recognise the service renderéd by the owner of the capital.
As such, capital replacement was included in gross value but not as
a part of the "newly produced value" ‘which could be called value
added.

The "material product system" of national accounts, used in the
USSR and other Eastern Bloc countries, is, to a large extent, based

on the Marxian concept (discussed later).

In Western thought, however, the emergence of the marginal school .
initiated a new framework .of relationships between theoretical

and empirical economics.. The identification of production with

the creation of utility opened up a new path to a more comprehensive
production approach. Contributions made by V. Pareto (1848-1923),
M.E.L. Walras (1834—1910), and N.W. Senior (1790-1864) helped the



evolution of the new methodological approach. In his book,
. Principles of Economics ( 1890), A. Marshall (1842-1924)'explainedv

‘the new developments as indicated in the following passage:

"The labour capital of the country, acting on its national
resources, produce annually a certain net aggregate of
commodities, material and 1mmaterlal, including services of
all kinds. The limiting word "net" is needed to provide for
using up of raw and half-finished commodities, and for the
wearing out and depreciation of plant which is involved in
production: all such waste must of course be deducted from
the gross produce before the true or net income can be
found. And net income due on account of foreign investment
must be added in. This is the true net annual income, or
revenue, of the country, or, the national dividend; we may,(1)
of course, estimate it for a year or for any other period."
For the actual estimation of national income, further developments
were required. Pigou, for instance, defined national income as the
comp031t10n of godds and services that "can be brought directly

(2)

or indirectly into relation with the measuring-rod of money"

Accepted by the official estimators, Pigou's criterion confined
national income (or product) to final goods entering the market and
imputations of value for non-market exchanges with important market

counterparts from which values could be derived.

Diring the 1930's the Polish economiéts, M. Kalecki and L. Landau,
and the Hungarians M. Matolcsy and'S._Varga,'advocated an estimation
of national income which was restricted to the market transactions:
only. Their method did not receive any support and,instead, there

has been a grwoing propensity to increase imputations.

The theoretical and- conceptual developments in economics during the
1930's had an unprecedented effect on the further expansion and
completion of national accounts statistics. Keynesian economics),
as the mainstream, required reliable statistics on investment,

income, consumption and government expenditure as well as

) Alfred Marshall; Principles of Economics; 1948 Bth Ed.

The Macmillan Company New York, p.523.

(2) A.C. Pigou: The Economics of Welfare, 1932; 4th Ed.

Macmillan & Co. Ltd. London pp 11 & 32




foreign sector transactions. More important, attempts to apply
and test the Keynesian economic theories necessitated the estima-
tion of these aggregates. In fact, J.M. Keynes himself was
involved in the statistical implementation of this approach

during the War in Britain.

Keynes, as well as other cycle theorists, placed a remarkable
emphasis on the role of money and credit and this, in turn, called
for the estimation of yet another set of accounts such as’financing‘
or flow-of-fund accounts in order to show the changes in assets

and liabilities over time. This, in turn, led to the emergence

of a growing theoretical emphasis on the influence of asset

holdings on expenditure patterns. (The Chicago School). Although’
wealth and its significance for economic growth had been appreciated
since the time of Petty, it was after the Second World War that
efforts were made to identify and measure real capital stock more
accurately. According to the new definition, any assets which
returned a yield over a number of accounting periods, were regarded
as investment and capital. This view of investment is broader

* than original Keynesian definition.

In spite of the considerable methodological modification and con-
ceptual refinement in economics, various systems of national
accounts follow closely the Keynesian description of the main
aggregates, i.e. Y=C +I1 + G+ X ~-M or Y=C+ S and so on.
This has ensured that, as C. 0'Loughlin remarked, "in this branch .
of economics at least the developments in theoretical thought

could benefit the framework of analysis ... (and) has also ensured
that the needs of the administrator and policy-maker éould influence

n(1)

the direction of theoretical studies.

Contemporary economics, more than ever, requires precise national
accounts statistics. Moreover, due to the unprecedented sophiéti-
cation and expansion of institutions and functions in economics,
only a more interrelated and comprehensive body of estimations

would satisfy the statistical requirements of the. economist. Thus

(1) C. 0O'Loughlin, National Economic Accounting, 1971, Pergamon
Press, Oxford, U.K.

’



individual, as well as collective, attempts have been made to
provide a satisfactory framework for the compilation of macro-

economic estimates.

After World War II, in 1947 the League of Nations Committee of
Statistical Experts prepared a report on "Measurement of National
Income and the Construction of Social Accounts". This report

and its appendix by R. Stone laid the foundation for an inter-
nationally comparable accounting method.. The emergence of the
United Nations (U.N.) and its Economic and Social Council, pro-
vided material and technical assistance to the membef countries
for the establishment of their economic accounts. This in return
encouraged the development and revision of the system of National

Accounts. (Discussion in the following section).

A parallel development in the Organization for European Economic
Cooperation (OEEC) resulted in a standardized system in 1953 of
national accounts in the member countries.  The U.N. and OEEC

systems are very much alike and it may be attributed to the rolé

played by R. Stone who was the leading engineer of them both.

Formulation and standardizatioh of national accounts estimations
have eased the task of the U.N. and other international or regional
- organisations in their evaluation and project preparation for

economic development.

Economic accounts are now almost standardized and continuously

(1)

prepared in most countries. Attention now is given in improv-
ing the quality of estimates as well as classification of aggregéte

measures in useful directions.

» Apart from the system of National Accounts, prepared by the U.N.,
there have been various individual attempts to construct other

types of economic accounts, i.e. "input-output matrices" of W. Leon-
tief, the "flow-of-funds" of M., Copeland and "balance sheets and
wealth estimates" of R. Goldshith. It should nevertheless be

mentioned that these various accounts are not independent of each

(1) National accounts estimates are compiled in 143 countries.
(See International Financial Statistics, IMF Quarterly Publica-
tion, Jan. 1982, Vol. XXXV, No. 1). ~



1.2

other. To the contrary there is a great deal of inter-

-dependence amongst them. In fact any successful interpreta-

tion of national accounts has to take cognizance of this

interdependence.

The 1968 U.N. revised System of National Accounts is an important

step towards a fully iﬁtegrated method.

METHODS OF ESTIMATION AND DATA COLLECTION

1 - Estimating Methods:

To measure different macroeconomic aggregates three methods can

be used, i.e. output, income, and expenditure. .

Since the three methods are, in fact, the Sthdy of the same
magnitude(s) in different phases of, production, distribution and
expenditure, they should arrive at the same value. In other
words total value of output creates income, and expendiiure emanates
from income. This is obvious in the case of a primitive economic
activity. For instance fhe total value of a brick-maker's output,
using a primitive technique, is tantamount to his income and his
expenditure equaiises his revenue. (The intermediate goods, clay
and water, are free in this production). The same principle is
true in advanced productions, excépt that here accounts should be

taken of intermediate goods in order to.avoid double counting.

‘That is, in a production where outputs of other industries are

used, the value of total output includes .some of another industry's
income. The value of a loaf of bread, for example, includes some

income of the chemical industry, agriculture, milling industry and

baking industry. To eliminate double-counting one has to measure

either the value of the final product or to add the "value added"
of various industries. Whichever approach is employed the end -
result is the same. The above example can be used to illustrate

this point.
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Value of Value added Income

Industry Product Output by Industry Generated
Chemical Fertilizer, ‘
Industry ' seed, etc. S5c T ' S5c

Agriculture Wheat 11c : 6c 6c

Milling Industry 19¢ 8c 8c

Baking Industry | Bread | | 29¢ ~ 10c 10c

From the table it is clear that:

a) the value of the final product (a loaf of bread) is equal to

the sum of all values added from different industries.

b) income generated in each industry (in the form of wages, prdfit,

interest, rent, etc.) is eqﬁal to the industry's value added.

An estimation, therefore, cduld apply to any of the three methods

to arrive at GNP or any.other aggregate. The use of a method,
however, is dependent as much on the objective of the investigation
as on the availability of statisticél data. If the investigator
intends to analyse the structure of economic activity, an output
method must be employed, and if the distribution of national income
among the factors of production is to be studied, an income approath
may be applied.

Also the structure.Of the economy may restrain the use of a method.
For example, in an agricultural economy, dsta on personal income,
social seéurity schemes and the like are not available and the
estimation of national aggregates has to use the output method. In
industrially and financially developed countries, elaborate records
of individual income, corporate income and other similar monetary and
fiscal values are available and the income method is easily employed.
In addition to the structure of the economy, the nature of ecanomic
~activity also affects the choice of the.method. In agriculture,

for instance, the factor shares are not clearly differentiated and
also many intermediate materials of agriculture production originate .

from the sector itself. The same is true for forestry and fishing.
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In these sectors the value-added or net-output method should be

used. In sectors such as mining and manufacturing, trade and
communication, the income method and net output method can as

an alternative be used. Whilst in finance (insurance, banks, etc.),
it is convenient to obtain data about factors' income, the

determination of its true value added is an intricate problem.

For services like professional and domestic, the income approach
is used exclusively. A similar approach is used for government
services. As a result of these practicél technicalities, any
estimation of national:accounts has to utilize a combination of
methods. And whenever possible, application of one method may
be used to check the accuracy of another. Each of these methods,"
howéver, has its own statistical shortcomings.. A true identifica-
tion of intermediate materials and a thorough elimination of
double-counting possibilities are not easily attainable. More
reliable estimates may, nevertheless, be obtained by using a method
appropriafe to the structure of the economy under study. In
general the expenditure method is the least reliable of the three
methods(1). Theoretically, and to some extent practical%§svthe

. Yet

~ it promises the best result in an underdeveloped country.  In terms

net output method is less reliable than the income method

of the output method, economic activities are divided as follows:

-1 —'Agriculture
a) Agriculture

b) Forestry, hunting

c) Fishing
2 - Mining and gquarrying
3 - Manufacturing (including all industries)

(1) This was also ascertained by the French estimates which used ‘all
three methods after Second World War. (See Studensky, P. The
Income of Nations, 1958, Chapter 27, 1I1-3)

(2) The income method has two distinct variants which could be
alternatively used, depending on data availability, i.e.
Income-Paid-0ut Variant, and Income-Received Variant.
Similarly the expenditure (or final Product) method has
three different variants: Commodity Flow Variant, Final Sales
Variant, and Family Budget Variant.
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~ Construction

- Electricity, gas and water works
Transport and communication

- Wholesale and retail trade services

- Financial services, i.e. banking, insurance

(Vo RN o o RN B e NV R =
|

- Community, social.and personal services
a) Public services '

b) Education and Health services

c) Professional services

d) Other services, i.e. churches.

The value added of each sector is then estimated in order to
arrive at the total output value, i.e. the GDP. If another item
for "Net income payments to factors of production from the rest of

M

world" is added to the above classification , the resultant
aggregate will equal the GNP,
For the advanced countries, with more articulated income flows,

an income method provides better results.

2. Data collections; General Methods

The accuracy and reliability of any national accounting estimates
depend, largely, on the sources and methods used in their
computation procedure. So as to increase validity of the esti-
mates, different relevant data are, usually, cross-checked. There-
fore, the more the diversity of statistical information in an area,
the higher the precision of its respective estimate(s). The
variety of statistical sources enjoyed by the industrially advanced
countries, thus, provides the necessary data for the preparation

of estimates of dependable precision. The socio-economic structure
of these countries embodies different agencies that collect data for
their own purposes. Although these agencies' surveys differ in
purposes, periodicity and reliability, they nevertheless provide

the groundwork for the national accounts estimates. Particularly

(1) This classification,_used by the U.N., is referred-to as the
“Internationsl Standard Industrial Classification" (ISIC).
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lThe major drawback of this compilatibn is its inapplicability

to the Less Developed Countries (LDC's), though understandably.

The presence of economic 'dualism' in the LDC's makes any general-
ization almost impossible. The fact that these countries are at
varying stages of transitionary development, further impairs any
generalization attempt. Even general methods such as extrapola-
tion for these countries should be applied very carefully.

Because in changing circumstances, as that of the deVeloping
countries, the assumption of fixed coefficients embodied in extra-
polating from bench-mark data, loses much of its validity. The
lack of up-to-date bench-mark data itself is an additional restric-
tive factor. As a result, dgta‘collection in these countries has
limited sources from which it can be obtained. Consequently the

quality of the estimates in the LDC's is considerably impaired.



CHAPTER I1I

MAIN CONCEPTS, COMPONENTS AND THEIR WEAKNESSES



16

I1I.1 Concepts:

The theorization and computation of national aecounts are based
on a number of concepts and definitions, of which some have still

remained controversial.
1.1 Production:

Historically, three concepts of production have emerged. The first

one is a comorehensive production concept, according to which the

national product is a total of both goods and services. Whatever
is capable of satisfying human wants and has a determinable price
is regarded as production. The creation of utility is, thus,

the criterion for classifying an activity as productioﬁ. With the
emergence of the ngginal School, this concept of production gained
increasing support. Using this concept, the national income in~

cludes all goods and services that:

" a) -are produced by human labouf and capital;
. b) need to be economized due to their relative scarcity;

c) either have a monetary price or could be assigned to one
by imputation;

d) either directly or indirectly can satisfy human wants.

According to the comprehensive production concept, national income
includes: (a) all goods and services produced for the market by

the private and public establishments; (b) all services produced
for collective use, i.e. thet of the armed forces; (c) all goods
and services produced by non-profit institutions, and (d) some goods

and services produced by members of the family for self consumption.

The inclusion and identification of the fourth category of goods
and services have created some disagreement amongst the advocates
of the comprehensive production approach. The main areas of dis-

agreement are the inclusion or otherwise of

a) self consumption of farmers from farm production;
b) unpaid services of the housewife and other members of the family;
c) unpaid services of tangible wealth and durable goods;

d) services of owner-occupied houses.
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In spite of these unresolved issues, the comprehensive production
_concept has been employed by all non-communist countries. Also
the syétem of National Accounts of the U.N. is based on this con-

cept of production.

The second concept is the Material Production Concept, according to
“which national production is the sum of material goods only. Adam’
Smith was the first to introduce this concept by distinguishing be-
tween "productive" and "non-productive” labour. According to him

labour is productive if:

(a) its output is a marketable material product
(b) the price of its output is worth a quantity of

labour equal to‘the‘labour required to produce it, and
(c) it added the value of its own maintenance plus the

entrepreneur's profit to the value of raw materials.

Smith maintained that all other labour was "unproductive" and in .
fact, supported by the former.

National product,” according to Smith, consisted only of saleable
material goods. All services, thus, unable to fulfill these
requirements were excluded from national product.

Smith's distinction between material goods and services, based on
their relative utility, was erroneous. He failed, as Professor
Studenski remarked, "to see that the production of services as well
as of commodities gives rise to the creation of profits and to fhe
circulation of éntrepreneurial capital”. (1)

To Smith durability seems to have been the main criterion for
measuring utility and hence excluding services owing to their perish-
ability. Whilst durability is not the main measure of utility, it
could be argued that durability of the effects of some services is
much highef than that of many material goods. Thus Smith's distinc-
tion is incorrect and ignores the reciprocity between services and
material goods, where one imparts utility to the other.

The material production concept as suggested by Smith, may be only
used in an extremely, primitive economy with no, or very little,
services.. Otherwise its application in an.economy with a large, and
growing service sector, results in an obvious underestimation of

economic production and welfare.

(1) Studenski, P.: The Income of Nations, p. 182
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After Smith,'the material production approach was accepted by Karl
Marx, though in a modified form. Marx maintained that only labour
is productive, whilst according to Smith labour and entrepreneur-
ship are productive if they partake in material production. . Further
Marx postulated that only hired workers have a productive role and
all values are his contribution. The entrepreneur, or proprietor,
having no production role, exploits the "surplus value" created by
labour, through the control of the means of production. . Thus, to

Marx the value of goods can be divided into two distinct parts:

(a) the part consisting of the cost of wages, raw material

and the use of fixed capital in the course of production;

(b) the part including the "surplus value" generated by labour
and appropriated to the capitalist to form his current income

and to add to his capital stock.

By so analysing, Marx differed from Smith by splitting the value
of national output into: ’

(a) the cost of raw material, auxiliary supplies,
maintenance and the like; )

(b) the cost of using fixed capital, i.e. depreciation;

(c) the newly produced value, to cover consumption and
investment, e.g. net national income in modern

(1)

language.

As regards the scope of the material broduction concept, Marx did ,
not make much alteration. Like Smith he regardé services as un-
productive including the government services. One exception,
however, is the kind of services which help the material goods to
realize their value. Transport of material goods, for instance
for Marx, is a productive activity because it changes the location

of goods and their use value.

The Marxian concept of productioh is employed in the estimation of
national income of the USSR. The Russian national income there-

fore excludes:

(1) Marx used his own terminology. For example "gross value of out-
put" is "gross product”™ or "net value of the output" is "gross
income".
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(a) ciVil-and military services of the government

(b) the services of social insurance institutions

(c) the services of passenger transportation

(d) the services of independent physicians, dentists,
teachers, artists and the like!)
(e) services of domestics, and

(2)

(f) services of dwellings.

The other mentioned criticisms of the Smith concept are equally
applied to Marx's concept. Any .estimate, using the material
productidn concept is at the best, a partial measure of true

production and welfare of the economy.

The third concept, the Restricted Market Productioﬁ'Concept, is in
fact, a compromise between the previous two concepts. According

to this concept, anyting controlled by the market forces is "produc-
tion". Since marketability is the main criterion, the services of
the government are excluded. Similarly any other collectives to
which market force is not appliéd.

The restricted market pfoduction concept has been used, by Léndau
and Kalecki, in 1929 in estimating the .national income of Poland.
Also, Matolesy and Varga used the same approach for the estimation
of the national product of Hungary for 1924-25 and 1936-37,

Using this concept of production, national income includes:

(a) all goods and services pfesented at the markeﬁ, and
- (b) all goods and services that have an identical market
counterpart, i.e. farmer's earning in kind, public
education and public investment as they increase

_national wealth just as much as do private investments.

The major drawback of this concept is its exclusion of government
services. It contends that government decisions are not as "cost-
conscious" as the private sector's and their inclusion may distort

the.true picture.of production of the economy.

(1) If these services are provided within the production units, i.e.
factories, then they are included in the national product.

(2) These exclusions and some other technicalities make the national
accounts data of the USSR debatable for comparative purposes.
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Whilst there is some truth in this contention, the government's
economic decisions are not so irrational and subjective to justify
the total exclusion of government services. Particularly in a

democratic society government decisions have to be as objective as

 that of the private sector, though it has to have a longer time

horizon. The provision of public roads and infrastructure, hygiene
and sanitation, education and the like, is as productive for the
society as the erection of dams and factories.(1)
From the foregoing discussion of the three concepts, it is obvious
that the first one is the most coherent and objective, though as

mentioned before, it has some unsolved problems.

Imputation:

The adoption of a'COmprehensive production approach, calls for the
concept of imputation. Imputation is the technique of estimating
the value of produced services and goods that are not presented at
the market. The rent for. houses occupied by their owners or the
food consumed by farmer's own production are examples of where

imputation is applied. In the underdeveloped countries, there is

~a wider range of -services and production which need imputation.

In other words an objective measurement of.national product has to
impute the value of "home garden production", "self-constructed
buildings" or the services of the housewife in providing fuel and

water for the family.

A more accurate study of imputation requires a classification of

"activities" into "economic" and "non-economic® activities. Only
economic activities, whether services or material production,

should be. imputed. A non-economic activity may be defined as the
activity of a recreational. character. This, in turn, depends

largely on the structure of the economy.. To worQ in the home garden,
for inétahce, is a leisure time activity in.a developed country and
cannot be regarded as an economic activity whilst the same is not-
true in an undeveloped country. One exception, however, is the
conventional services of housewives. Although these services are,

by any definition, of economic nature, no estimation of national

(1) One exception, however, is government expenditure on war
evaluation of which is open to debate.
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product has, so far, included them.
The identification and imputation of non-marketed economic

activities are useful for the study of economic structural changes.

The extent of imputation varies in different Aational accounting
systems. The rent of owner-occupied houses, and the contribution .
of the financial institutions are the main imputations in the
advanced countries. Generally the estimator, depending upon the
economy under study, has to identify activities for which‘imputa-

tion is necessary.

Final and Intermediate Goods

The estimation of major components of national accounts, i.e. GNP,A
GDP, as the total value of final products, calls for clarity of
(1)

definition. A distinction between "final" and "intermediate"
goods is necessary.

Many criteria have been suggested for the classification of goods
into the two categories{ In a market economy, for instance, if a
commodity is bought for resale it is regarded as "intermediate" and
otherwise as a final good. This is an erroneious definition be-
cause it regards government and non-profit institutions' purchases

as "final goods" whereas they are not clearly so. Or if an institu-
tion provides uniforms for its employees, it is assumed to be a

final good whilst it is not. And the same is true of the decorative
arrangements of offices and stores. '

Irving Fisher suggests that currently consumable goods are final
goods. This means the exclusion of savings and the addition to

the present stock of wealth from national product. Obviously,
savings as part of the current production (income) cannot be omitted
from national product. | .
Carl Sharp proposes a classification of goods into "pure" and "mixed",
the former being used solely for personal gratification and the latter
not only being consumed but also "serve to increase the production of

other things".(Z)

(1) Final goods should not be confused with "finished goods". A
finished good may be an input for another product.

(2) Studenski, P., The Income of Nations, 1958, p. 191.
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There have been many other proposals, like that of Professor C. Gini,'
A. Lowe, 5. Kuzenete. But each has its own theoretical and methodo-
logical difficulties.(1)
In practice, however, an intermediate good is a product bought and
charged to cost by another producer at the seme period, "whereas a

product purchased and not charged to cost is a final product".(z)

Another major controversial issue in this sphere.is the treatment of
government services. Should the government services be regarded as
final or intermediate goods? There are three answers to the

question.

a) Ail-govefnment services are intermediate:
Matolcsy- and Varga, who adopted this concept in their
estimation of the Hungarian national product, present

the following reasoning:

"... Qur reason being that the machinery required

for keeping order and securing safety, as well as

the whole civil service do not produce values in
addition to the flow of consumer's goods, but en-
sure only the maintenance of the present economic

and social order and the present level of production”.

(3)

As mentioned in the discussion of "production", this treatment of
government services is unrealistic on the ground that if goods
purchased by the government are regarded as final products, their
supplementary government services should, by the same token, be

regarded as final.

b) All government services are final products; this viewpoint
was first introduced by J.R. Hicks in England and later
supported by G. Colm who justifies his point of view as

follows:

"] have come to the conclusion that such classification

- of government services into intermediate and final would
introduce sources of error which may be larger than the
errors resulting from leaving the intermediate services
of government in the national product or national income
totals". (4)

(1) See Ibid., pp. 177-179.

(2) Yanovsky, M.: 'Anatomy of Social Accounting Systems, 1969, p.18.
(3) Studenski, P.: The Income of Nations, 1958, p. 196.

(4) 1bid., p. 197.
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It is obvious that this treatment views the government as the

provider of services which add new values to the producfs of

 businesses. The cost of these services (or these values) are

taxes and are reflected in the prices of final goods.

c) The third viewpoint emanates from the criticisms of
the second approach. Professor Kuznets, the prominent
critique of the second. approach, contends that:
"Most government activities are designed to presefve
and maintain the basic social framework and are thus

a species of repair and maintenance which cannot in
~and of itself produce net economic returns". (1)

In terms of Professor Kuznets' classification, only

a) direct services of the government to ultimate

consumers, and

b) addition by government to capital stocks can be

included in final goods.

Thus public defence services and public socio-economic regulations
are intermediate. The inclusion or otherwise of government services
in final products depends, largely,upon’the socio-philosophical basis
of the concept of "goals of economic activity". If the satisfaction
of individual consumer's wants is the criterion, then only a limited
number of government activities cah be classified as final products.
But the adoption of a less restrictive definition of the goals of
economic activity includes almost all public activities as final.

In recent practices of national accounting estimations, the second

method is usually émployed.

Stocks and Flows

In the competition of national product, two variabies should be '
clearly distinguished, e.g. stocks and flows. A stock is a magni-
tude measurable at a point in time whereas a flow is only measurable
over a specified period of time. For instance, inventories are

stocks and annual changes in inventories are flows.

(1) Studenski, P.: The Income of Nations, 1958, p.-198.
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" Whatever enters the national accounts tables is a flow, unless a

national balance sheet is presented. Those flows are of two

types:
a) flow variable with a counterpart stock variable, and’
b) flow variable without any stock variable.

To avoid any miscalculation, care should be taken in the case of

the former type, i.e. to distinguish between flows like the annual

saving of an agent and its stock of savings, or addition to capital
stock and capital stock itself. Needless to mention that the '
stock variables in these examples affect the flow variables, though
over a relatively long period. There are, however, certain stocks,
i.e. stocks of money and stocks of capital whose magnitudes prove
to be critical for the major flows of income, expendituré and

production.

Apart from the concepts discussed above, there are a few issues, a
detailed study of which would make this section undly long. They
do not have a critical impact on the computation process of national
accounts. - For instance, the concept of "value", as the product of
total volume of goods and their market prices, has been the object
of a long controversy, yet unsolved. Or the concepts of "gross"

and "net", the latter equalling the final production after taking
accounts of capital allowances for the.using up of the fixed capital
assets. Or another example is the difference between '"market '

price" and "factor cost" which is assumed to be "indirect taxes".

Components

The core of national accounts statistics is the GDP. The GDP at
factor cost is the sum of all income received by the factors of pro-
duction in the form of wages and salaries, rent, profit and interest
in the geographical area during the accounting period. The geo-
graphical area implies "domestic" which differentiates it from the
notion of "national" with its connotation of resident. The GNP 1is
therefore the sum of all income received by the residents of a
country during one year. In other words whatever is remitted to
residents abroad or received by national residents from abroad

should be subtracted from and added respectively to the GDP, e.g.
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GNP = GDP + Earnings of residents from abroad less

remittances accrued to foreign economies (1)

As mentioned in the second section, three methods could be employed

to measure the aggregates of national accounts. Depending on the
method used the resulting aggregate will correspond to either GNO -

or GNI or GNE. The three should, as. mentioned before, arrive at

the same value known as the GNP,

The GNP (or GDP) could be expressed either at 'factof.cost' or at
'market price’'. The difference is that the latter includes all
indirect taxes, business and consumer excises, and excludes subsidies,

e.g.:

I - ) 0 “ - - - )
GNPMP = GNPFC + Indirect taxes subsidies (2)

Net National Product: the concept of 'net' refers to allowances for
the use of capital stock during the period. This is, in practice,

equal to the depfeciation envisaged for capital goods. Thus

M
The difference between NNPM

NNPo = GNPMP - Capital Cohsumption allowances (3)

and NNP is as follows:

P FC

Net National Product (at market price)
Less: - Indirect Taxes
- -Business Transfer payments

- Statistical Discrepancies

Plus: - Subsidies less current surplus of government enter-

prises is equal to Net National Product at factor cost.
The NNP is the same as national income, e.g.

NNPMP = NIMP and NNPFC = NIFC (4)

In welare economics, national income at.market price is, as suggested
by J.R. Hicks, a measure of economic welfare. Hicks also suggests
that national income at factor cost is suitable for the measurement

(1)

of economic productivity.

(1) Hicks, J.R.: "The Valuation of Social Income", Economica, 1940.
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To show the distribution and disposition of national income,

~ certain adjustments are necessary. These adjuSEments,vary from
one economy to another. In general, to derive Personal Income (PI)
from national income at factor cost .the following alterations are

suggested:(1)

National Income at factor cost (5)
Less: - Contribution to social schemes (pension fund,
employees' fund)
- Undistributed corporate profit
- Capital consumption adjustments
- Cbrporate profit taxes
- Profits of government enterprises and from
govérnment»property
Plus: - Business transfer payments
- Govefnment transfer payments

- Net interest paid by government to people

Personal Income, as defined aone, is a current income which is not
a measure of current production.  There are some items for which
there is no corresponding current output, i.e. transfers.
To arrive at Disposable Personal Income, personal taxes should be
deducted from the Personal Income, e.g.

Personal Income - (Personal Taxes + Employee's contribution

to Social Schemes) = Disposable Personal Income (DPI) (6)

DPI detefmines the purchasing power of consumers and its magnitude
implies a potential demand for private and public goods and services.
.For DPI to be an effective demand, certain amounts must be subtracted,

e.g. _
Dispdsable Personal Income (7)
Less: - Personal Saving
- Interest paid by consumers
- Personal transfer payments to foreigners

is equal to Personal Consumption Expenditure on goods and services.

(1) Professor Studenski, in his book The Income of Nations, derives
three aggregates in which he distinguishes between private
income, personal income, variant one and personal income,
variant two. This is done by adjusting the NI in three, in-
stead of one, stage. This seems to have very little, if any,
practical use and no theoretical justification. See The Income
of Nations, p. 208.
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11.3 Weaknesses

As discussed, various aggregate of national accounts are used to
represent different economic performances. For instance, GNP is
indispensably regarded as the indicator of the performance of the
eéonomy. Yet it has several weaknesses of which the following are

worth considering:

a) GNP is not comprehensive in its.coverage. In other words,
it does not cover services and goods that are not produced or
exchanged through the market, i.e. the services of housewives and

other members of the family, self-consumed production and the like.

- b) GNP does not reflect any distributive aspect of the total
production. The economic well-being of a country depends on
both its total production and the way in which the production is
distributed. GNP ’'as an indicator lacks any content for the latter
issue. With the growing interest on economic development, the
income distribution pattern of .a society has come to the fore and

GNP fails to serve any purpose in this sphere.

c) GNP is a quality-free concept: '

With the constant application of new. technology the quality of

goods and services is improving. This change is not reflected by
the GNP. It may be argued that an improvement in quality is
associated with a higher market price and as market prices are used
in the calculation of GNP, this aspect is incorporated. in total value.
This is only partly true. With the prevalence of inflation, a’price

increase may not be attributable to quality improvement.

d) GNP is a money value and embodies inflation:
Whilst this weakness is critical, specially for the study of trends,
it could be to a large extent alleviated. This is done by adjust-

ing "money" GNP in order to arrive at "real" GNP. (See Séction 11,4)

e) GNP does not connote the purpose of production:

It is not the total value of production per se, but the .purpose of
production which matters. If the bulk of a country's production
originates from military weapons, transport, agriculture or otherwise,
it is not reflected by GNP.
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These weaknesses of GNP have raised an interest amongst the welfare
economists to introduce other social indicators as measures of
socio-economic well-being. "Property crimes", "violent crimes",
"life expectancy at birth", "substandard housing units", "days of
disébility" and "jobs satisfaction" are examples of these indicators.

In practice, however, these indicators suffer from two drawbacks:

a) Many of these aspects are not quantifiable, and

b) There is no common denominator for their aggregation.

As a result, the GNP and otHer components of national accounting
system, in spite of their weaknesses,. remain the only set of

reasonably quantifiable indicators of socio-economic performance.

Real Versus Money Income

With the emergenceé, extension and persistence of inflation, it is
now common knowledge that it is.the purchasing power of income that

counts and not the monetary value of products or income. Thus

~nominal values of economic aggregates are of little use. To be

more meaningful, they should be converted from current to real values.

In the wake of inflation, for instance, they should be deflated.

The Statistical Procedure

To eliminate the influence of price variations,.a base period 1s
chosen with which all other years (or the year in question) will be

expressed, e.q.

RVGY = (VGY/PIGY) (100) (1)

or

(100/PIGY) (VGY) = RVGY (2)
where:

R : Real, V : Value, G : Given, Y : Year, P : Price, I : Index

And value is price (P) times quantity (Q).

The abovementioned expression (2) gets the following form:
(Po/Pn) (Pn Qn) = Real Value of Given Year (3)
where: _
Po ¢ Price of Base Period
Pn : Price of Given Period

Qn : Quantity of Given Period
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Equation (3) indeed demonstrates the value of the given year

quantity (Qn) by using the. base period price (Po), e.qg.
(Po/Pn) (Pn Qn) = PolQn ' (4)

PoQn is the value of the given year products in terms of conétant
price, i.e. real value. This is known as the Paasche-Price Index.
Alternatively, the real value could be expressed as the product of

the base period quantity (Qo) and Pn, e.q.
(Qo/Qn) (PnQn) = QoPn

QoPn is, in fact, the value of the base period goods in terms of
the given year prices. This price index is known as the Laspeyres

Index.

Neither of the two methods, the "Paasche-type price index" or the
"Laspeyres-type quantity aggregate" is perfect as an index of cost of

living.

The Evaluation of Price Indexes.

Whilst an evaluation of the mathematical properties of the Laspeyres
and Paasche indexes i1s not to be discussed. here, a mention of their
major economic propertiés is necessary. It is a well-established
micro-economic theory that the consumer adjusts his expenditure
pattern, i.e. quantity consumed, in the wake of a relative price
change.  The Laspeyres method by using constant (base year) quanti-
ties, does not allow for the quantity adjustment in response to a
relative price change.. Thus this method tends to overweight thosé
commodities whose relative prices have increased and also it under-
weights those goods whose relative prices have decreased. As a
result, the Laspeyres index tends to have an upward bias, i.e. to

over-state price increases.

‘

The Paasche index applies current.period. relative quantities for
which the consumer has. presumably allowed for relative price changes.
Consequently, the Paasche index tends to underweight goods whosge '
prices have increased the most and as such it may imply a smaller
change in prices than in fact occurred.. Thus it can be said that

this index has a downward bias, that is, to understate price changes.

Although neither price index method is a perfect index of cost of
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living, the Laspeyres and Paasche indexes are upper and lower

- limits, respectively, of a true index.

Converting the current money value of various aggregates into real
terms is known as the Process of Statistical Deflation. To ease
the PSD, Po is conventionally assumed to be equal to 100. it is,
therefore, apparent that if prices (in any period) rose above 100,
the PSD would result in a lower real than current value. The
opposite would occur if prices fell below 100. The heartvof the
PSD is the "converting factors", i.e. Po/ or Qo/ known as the
"deflator"( )Wthh as an index suffers from the ub1qu1t0us de-
ficiency known as the aggregation problem, or the index number

problem.

In spite of the widespread use'méde of index numbers - whether of
prices, production, or anything else, there is no all-convincing
methodology with which an index number. can.be computed. Of course,
many - amongst them Irving Fisher - have attempted to solve the
conceputal problems of arriving'at a principle for the calculation
of an index number. Mahy formulas have been proposed but no single
one has been recognised as convincingly- appropriate. For instance,
Fisher suggests "the square root of the product of the Laspeyres

and Paasche indexes as an ideal price index", however, its economic

justification is not clear.

In practice, however, a number of indexes are calculated of which
the Consumer Price Index (CPI), the cost-of-living index and the
Wholesale Price Index (WPI) are the most widely used. In calcula-
ting these indexes,  the aggregation problem is someﬁow alleviated

by the availability of modern sampling techniques.. Existing
studies are utilised to choose the sample whereby "to ensure that
included items properly reflect the preference of the consumer”.
And, as' S. Rosen suggests, "variations from city to city are accounted
for by assigning relative weights according tolpoulation"EZ) Or, as
it is practised by the Bureau of Ecnomic Analysis of U.S. Department
of Commerce, a chain-link-Index could supplement the CPI as the

deflator. The chain price index 1is calculated as follows:

(1) Wykoff, F.C.: Macroeconomics, 1981, p. 23
(2) Rosen, S.: National Accounts and Other Social Accounts.
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In each period a new Laspeyres index is constructed, the previous
period's quantities being used as weights. The rate of price
change in each period is calculated on the basis of these fixed
previous period quantities as weights. Thus  in essence a new
set of weights is used in each period, but the rate of change
- calculated for each period is based on a.fixed set of weights.
Because the rates of change are calculated by using fixed weights
while new weights are employed in each subsequent.périod(s'rate
of change calculation, the index number is called the chain-link-

price-index.

Although the chain-link-price-indexes compensate for some of the
shortcomings, it obscures the meaning of accumulated price changes

over several periods.

These techniques,. of course, compensate for some of the difficulties.
The question still remains as to which price index should be used

as the deflator, i.e. CPI or QPI or what?

Strictly speaking, for the purpose of national accounting, the

index must be an all-inclusive one, though no such a measure exists
in reality. Furthermore, no matter how meticulously a deflator

is computed, it may be applied only for a limited period. As
Professor Studenski remarks, ‘the longer the series covered by a
given deflator, the less reliable are the deflation results.

All such deflations to the prices of a base year are founded on the
assumption that the general conditions during the other years in the
series are not much different from those that prevailed during the
base year . This assumption loses its validity if technological

and structural changes alter the nature, quality and production
costs of fhe products of the subsequent years. That is, then, the
price of the base year is no longer applicable to the transactions
of the other years. It is nowadays common that within a relatively
short period of time new products are introduced and their old
substitutes are phased out. A price index including the old pro-
ducts, clearly, would have little applicability.. This would be
further complicated if the quality of products were to be taken into

(1)

account.

(1) This drawback could be partly alleviated by using chain-link-
indexes which are developed in a period not very distant in
time from the period under consideration.
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Thus the base period has to change frequently. And the faster
the rate of technological change, fhe more frequently the base
period must be substituted by a more applicable year. This, in
turn, adds to the complexities. Since there is no unanimously
accepted criterion for choosing "a more applicable year", the
investigator has a great.émount of freedom in selecting a base year.
An unscrupulous and politically oriented.person, thus, can choose
a year best suited to his aims and goals.. '"These ére, of course", -
0. Morgenston remarks, "standard tricks,-used, undoubtedly, ever

(1)

since index numbers were invented."

To summarise the discussion, in order to minimise the margin of.

error, the considerations may be condensed into two features:

(a) the base period should be reasonably representative of

cyclical change, and

(b) it must be changed from time to time. Moreoever, the base

period need not be one year, it could be a period of several

years.

(1) Morgenstern, 0.: On the Accuracy of Economic Observation,
1963, p. 296.




CHAPTER III

THE UNITED NATIONS SYSTEMS OF NATIONAL ACC_OUNTS
: AND -
THE MAJOR USES OF NATIONAL ACCOUNTING STATISTICS
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1II.1 U N System of National Accounts

Attempts to formulate a meaningful system of national accounting

has resulted in the development of a number of systems, employed

in various countries. Endeavours to assist in the comparability

of these systems as mentioned before, led to the development of

the 1953 U N System of National Accounts (SNA). This system "was.
to provide a uniform basis for reporting national .income stétistics.ﬁ
The SNA divides the economy into four sectors, e.g.'production,
households, government and foreign sector, and by employing an

income approach constructs the following accounts:

,  ACCOUNT 1: PRODUCTION ACCOUNT

Payments Receipts
1.1) GDP at factor cost (2.9)| 1.3) Private Consumption Expenditure (4.1)
(Yfe) ’ (C)
1.2) Indirect taxes less 1.4) Government consumption Expenditure (5.1)
subsidies (5.7) (G)
_- (18) 1.5) Gross Domestic fixed capital
‘ ' formation (3.1)
(I)
1.6) Changes in stocks (3.2)
(Is)
1.7) Exports of goods and services (6.1)
(E)

1.8) Less Imports of goods and services (6.4)

(M)

GDP at market price Expenditure on GDP at market price

As the six accounts are interrelated, each item may appear in two
or more accounts. The fiqures in brackets indicate the position

. of the item in the other accounts.

To arrive at National Income, by allowing for dépreciation, the
second account in fact adds factor payments earned during the pro-
duction process of the GDP plus net factor income from the rest of
the world.
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ACCOUNT 2: NATIONAL INCOME ACCOUNT

Payments Receipts
2.1) Wages and Salaries of 2.9) GDP at factor cost (1.1).
Employees (4.5) (Yfe)
N
W 2.10) Less Depreciation (3.5)
2.2) Profits (non-incorporated (D)
busi 4.6 -
(“s;ness) (4.6) 2.11) Net factor income paid to rest
of world (6.2) ‘
2.3) Income from property (4.7) (R)
(Ni)
2.4) Savings of corporations (3.3
(Sc)
Direct Taxes on

2.5)
- corporations (5.8)
(Te)

2.6) General government income
from property (5.5)
(Ng) -
2.7) Less: Interest on governm
__ debt (5.6)
. (tr)
2.8) Interest on consumption

debt (4.10)
(tr) -

ent

National Income

Net National product at factor cost

The third account derives the total capital formation in the economy-.

from its various sources.

ACCOUNT 3: INVESTMENT ACCOUNT

Payments

Receipts

3.1) Gross domestic capital
formation (1.5)

(1)

3.2) Changes in stocks (1.6)
- (Is)

3.3)
3.4)
3.5)
3.6)

3.7)

Savings of corporations (2.4)
(Se) ’

Savings of households (4.4)
(Sh)

Depreciation (2.10)
(D)

Savings of government (5.4)
(sg)

Deficit of nation on current
account (6.6)
(F)

Domestic'capital formation

Finance of gross domestic capital
formation
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ACCOUNT 4:
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HOUSEHOLD ACCOUNT

Payments Receipts
4.1) Private consumption 4.5) Wages & Salaries (2.1)
expenditure (1.3) (Nw) -
C
(.) 4.6) Profits, etc. (2.2)
4.2) Direct Taxes (5.9) (Np)
(Th)
4.7) Income from property (2.3).

4.3) Current transfers
to government (5.10)
(tr) :

4.4) Savings to house-
holds (3.4)
(Sh)

4.8)

4.9)

4.10)

(Ni) : '

Current Transfers from
government (5.2)
(tr)

Net transfers from rest
of world (6.3)

Less Interest on consumption
debt (2.8)
(tr)

.Disposal of Income

Income of househaold

-

—
ACCOUNT 5: GOVERNMENT ACCOUNT
 Payments _Receipts
5.1) Government consumption 5.5) Government income from

expenditure (1.4)
(G)

Transfers to house-
holds (4.8)
(tr)

Net transfers to rest
of world (6.5)
(tr) :

Government savings (3.6)
(Sg) :

5.2)

5.3)

5.4)

5.6)

5.7)

5.8)

5.9)

5.10)

property (2.6)

(Ng)

Less: Interest on government
debt (2.7)

Indirect taxes less

subsidies (1.2)

(T1)

Direct taxes on corporations (2.5)
(Te) .

Direct taxes on households (4.2)
(Th) '

Transfers from households (4.3)
(tr)

Disposal of Government Revenue

Current Government Revenue
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ACCOUNT 6: REST OF THE WORLD ACCOUNT

Payments Receipts

6.4) Imports of gooas & services (1.8)
(M)

6.6) Less: Deficit of nation on
current account (F)

6.1) Exports of goods and
services (E)

6.2) Net factor income from
rest of world (R)

6.3) (and 6.5) Net current
transfers (tr) (5.3, 4.9)

(3.7)

Current receipts Disposal of Current Receipts

These six accounts cover all interrelated aggregates and could be further. -
summarized in a matrix of 6 by 6. Using the abbreviations, placed for
each item, such a matrix could be constructed as follows:

GDP at Net

—

L

market
Price &
Imports

National
"Income

Domestic
Capital
formation

Disposal
Household
Income

Disposal
Government
Income

Current
Receipts

Ekpenditure
on GOP &
Imports

I.
Is

~ Net

National
Product

Yfc

. Finance of Net
Domestic Capi-
tal formation

Sc

Sh

Income
of
Household

Nw
Np
Ni

tr

tr

Current
Government
Revenue

Ti

Ng
Tc

Th
tr

Disposal
of
Receipts

* D could be put, with a positive sign, in square 3-2, in which case capital

formation would be gross.

national inc

ome .

Also the sum of the second now would not be
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This‘matrix provides a static model in which rows and columns represent
"receipts" and "payments" respectively.

The 1953 System of National Accounts, as a result of considerable works
in this field, underwent a great deal of modification. The outcome

was "A System of National Accounts", 1968, In the new System, the ’
economy is divided into four areas for which accounts are envisaged,

i.e. production, consumption, accumulation, and the rest of the world.
The production account of the new system is the same as Acbount~1 in

the old system except that the expenditure side of the account is more

detailed, e.g.

1 - DOMESTIC PRODUCT AND EXPENDITURE

Outgoings _ Incomings

1 - Compensation of employees (17] 5 - General Government final

2 - Operating surplus* (19) consumption expenditure (12)

. . . 6 - Less: Direct purchases abroad
3.- Compensation of fixed : by government services (-39)
capital (2%) y s

. 7 - Private final consumption
4 - Indirect Taxes, net (20) expenditure in the domestic

market (13)

B - Increase in stocks (23)

9 - Gross fixed capital formation (24)
10 - Exports of commodities (32)
11 - Less'Imports of commodities (—38)'
Gross domestic product (Value Gross domestic expenditure at
added) at purchaser's values purchaser's value

*Operating surplus is 'gross output' at producer's values less the sum of
intermediate consumption, compensation of employees, consumption of
fixed capital and indirect taxes reduced by sub31d1es. ~(See 'A System
of National Accounts, p. 235)

The consumption account in this system represents the appropriation of
national disposable income - instead of national income of the old

system, e.qg.
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N

II - NATIONAL DISPOSABLE INCOME AND OUTLAY

12 -

6 -

—

Outqoings

Incomings

General government final
consumption expenditure (5)

13 - Private final consumption
expenditure in the

domestic market (7)

14 - Direct expenditure abroad

by resident households (40)

15 - Less: Direct expenditure in

the domestic market by

non-resident households (-33)

Saving (27)

17

18

19

20
21

22

Compensation of employees for
domestic activities (1)

Compensatibn of employees
received from the rest of the
world, net (34-41)

Operating.surplus (2)
Indirect tax, net (4)

Propefty income from the rest
of the world, net (35-42)

Direct taxes on income and
other current transfers from
the rest of the world,

net (36-43)

National Outlay

National Disposable Income

The third account, accumulation or capital transaction account, is

similar to its counterpart in the old system but it requires additional

data on acquisition of financial assets from within and outside the

economy, €.g.

IIT - CAPITAL FINANCE

Outgoings

Incomings

23 - Increase in stocks (8)

24 - Gross fixed capital
formation (9)

25 - Net lending to the rest
of the world (30)

26 - Consumption of fixed

capital (3)
Saving (16)

Capital transfers from the
rest of the world, net (-46)

27 -
28 -

Gross accumulation

Finance of gross accumulation

29 - Net acquisition of
financial assets (47)

30 - Net lending to the rest of
the world (25)

31 - Net issue of liabilities (44)

Capital Outgoings

Capital Incomings
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The fourth account, like the old system, is the balance of payments

account, though it is more detailed in the new system, e.g.

IV - THE REST OF THE WORLD

Outgoings

Incomings

32 - Exports of commodities (10)

33 - Direct expenditure in the
domestic market by non-
resident households (-15)

34 - Compensation of employees
(18 + 41)

35 - Property income (21 + 42)

36 - Direct taxes on income and
other current transfers (22 +43)

37 - Surplus on current transaction
(45)

38 - Imports of commodities (-11)

39 ~-Direct expenditure abroad,
general government services (-6)

40 - Direct expenditure abroad by
resident households (14)

41 - Compensation of employees (34 - 18)
42 - Property income (35 - 21) ‘

43 - Direct taxes on income and other
transfers (36 - 22)

qurent Outgoings

Current Incomings

4& - Net acquisition of financial
assets (31)

45-—Surplus on current transactions (37)

46 - Capital Transfers, net (-28)
| 47 -Net issue of liabilities (29)

Capital Outgoings

Capital Incomings

Whilst the 1953 System of National Accounts is based on (and structured .

for) the "flows" of economic activities the new system covers changes in:

stocks as well.

'

The connection between opening and closing assets and liabilities is

best presented by the following diagram:
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Opening . Closing ..
Liabilities [ - “Liabili-
T ties
Consumption
Production The rest of
y S the world Revaluation
1 i |
l \ | |
| Accumulation
Opening i _ l ¥ Closing
Assets » Assets

Source = A System of National Accounts, Unifed Nations, 1968, p.8

The fact that the new system has four, instead of six accounts, does
not mean that the-new system requires less detail. On the contrary,
. covering national balances, monetary flows and details of various
aggregates require a fairly sophisticated financial infrastructure*.
- To illustrate the new system iﬁ its complete form, a matrix of

(1

B8 x 88 is required. This could, however, be
summarized in a matrix of 4 x 4 to depiét the basic relatiohships of

_the bigger matrix.

GDP at Market | National | Gross accumula-| Current
Price and QOutlay tion and Capi- | Out-
' - | tal Outgoing goings

Expenditure on ,
GDP at Market ‘ C 1 E
Price & Imports

| National p
Disposable Ymp -D R
Income

Finance of Gross :
Accumulation & ' | Sd** £
Capital Incoming '

1 Current* M

. tr
Incomings

* These items include transfers of capital as well.
** §d is domestic saving.

" (1) See a System of National Accounts, 1968, p.19.
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Each account, in either system, needs few tables to illustrate

its deconsolidation. For the purposes of economic analysis,

these explanatory tables are very important. The 1953 system

was accompanied by 12 tables and the number of tables for 1968
system depends on the stage of financial structure of the economy.
Both systems of National Accounts are, quite expectedly, basically
engineered for the market économies with a certain degree of
financial advancement. Particularly the 1968 system is calculable

only in very advanced industrial countries.

The Major Uses of National Accounting Statistics

An interest in national éccounting has developed amongst the public”

authorities, economists, entrepreneurs, and labour organisations.

This is parimarily attributable to the properties of national

accounting statistics which serve to:

a) facilitate the theoretiéal analys;s of macroeconomic
relationships; '

b) provide means for the formulation and implementation of
economic policies.

The national accounts, for instance, render measures by which the

state can choose the direction and magnitude of its involvement in

the economy.

Labour organisations take great interest in the income part of the
accounts. Their relative share in the distribution of income is
of prime importance for them.

Business firms are concerned about their share of the aggregate

- output. Equally important for them, they need to adapt the direction

of their production in terms of aggregate expenditure, i.e.. expanding
and contracting markets. - .

Therefore they share a great interest in national accounts.
International organisations wish to use national accounts for the
comparative study of the performance of different economies.  1In
spite of its numerous drawbacks, National Accounting statistics remain
the most widely used indicators for comparative studies in inter-
national economics. National Accounting.statistics have paved the
way for the application of quantitative models to forecast economic

trends more accurately. . The nature of most of the quantitative
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models, however, requires a series of national accounts over a long
peribd of time. National Accounting statistics, if compiled,
preparé a wide range of data.on numerous essential aggregates,

i.e. production, consumption, capital accumulation, etc., which

could be used to (a) construct periodic national balance sheets and
(b) to uncover and amend any miscalculations or biases in statistics
compiled by other institutions, private or public.

In so far as economic pedagogical methods are concerhed, the national
account system has constituted a Framewofk within which economic
concepts and aggregates can be more systematically analysed and

their relationships be discussed.

With the emergence of intreasingly growing interest in "growth" and
"development", yet another use of. national. accounts was introduced. '
That is, the GNP (or GDP) became the yardstick of economic perform-
ance. Both .capitalist and non-capitalist countries regarded an

increase in the GNP as a sign of a healthy economy.

Depression, boom and cyclical changes are all measured and pro-

(1)

jected by using national accounting statistics. Usually, in

order to measure growth, variations in the GNP are compared with a

(2)

base year, and the state of the economy is determined accordingly.

Quite recently (1981) Arthur Okun, én American . economist, had made

a new use of the GNP, in evaluating the effectiveness of State
economic policy. Okun suggests the concept of potential gross
national product, against which economic performance could be evalu-
ated. Potentiai GNP, Okun theorized, is achieved when the economy
fully utilizes its resources. As the economy grows, its resources,
particularly its technology, are increasing and its.productive

(3)

potential and hence its potential GNP is growing at a constant rate.

t

(1) There has been some dissatisfaction amongst development econo-
mists about using the GNP as an indicator of economic progress.
They suggest, correctly of course, that the relative distribution
of the total output is as important.. This, however, does not
impair the importance of national accounts.statistics in this
sphere of economics.

(2) For a discussion of the problems.involved, refer to the section
on index numbers. '

(3) This assumption, as well as the computation of potential GNP,
is .somewhat abstract and its application in real. world proves
. problematic.
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Okun assumed a 4%% increase in the potential GNP of the United
States and presented the following diagram for the peridd
(1952 - 1981).

1400] _ /
1300) ' 7
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1958 '60'62 %4 %6 %8 Y70 '72 '74 '76 '78 '80'81
Source: The Okun Diagram - U.S. Economy 1952-1981. Actual
and Potential Gross National Product. :

The dashed area in the diagram measures. the loss in output. Only

one period does the economy seem to have out-performed its potential.
The Okun diagram, thus identifies periods during which economic

policy haé failed to bring about the economy's potential. This is
obviously an example of the use of national account statistics in

the short run.(1) In the medium and long run, National Accounting
data are extensively used for the preparation and formulation of

economic planning.

(1) The formulation of government fiscal policy, as an unavoidable
short run government exercise, relies on national accounts for
its basic statistical data.
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Economic planning is the formhlation of an.inter-related set of
economic variables for achieving certain objectives over a defined
period of time. The success or otherwise of a plan will mostly

depend, amongst other things, on:
a) how objectively its targets are set,

b) how carefully the plan is formulated, i.e. causal-

effect relationships are correct, and
c) how effectively it is executed.

Whilst the third issue need basically administration‘and managerial
expertise, the other two are fundamentally of a statistical nature.
Targets of an economic plan are, mostly, the future -magnitudes of

the existing aggrégateé. For example, the aggregate saving in five
years to come, or the level of 1nvestment, consumer expenditure,
private sector productlon and the like after the elapse of the plan’s
period.

The formulation of the plan is in turn the utilization of the existing
aggregates for the projection and materialization of future values.
During this phase, of course, the identification and establishment of
realistic causal relationships are crucial.

In both phases, however, the existing aggregétes are crucial to

start with. The national accounts aggregates, as.will be presented
later, provide the planner with a great deal of the required data,
though they must be supplémented by aggregatés required for the plan

and not covered by national data.

All in all, with the prevalence of quantitative.economics, it has
become indispensable for countries to provide national accounts

statistics for which so great a demand exists.



_CHAPTER IV

THE LDC's AND NATIONAL ACCOUNT STATISTICS
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THE LES's AND NATIONAL ACCOUNT STATISTICS

An examination of national accounts in the LDC's contains two main
issues. One is the suitability of the SNA for these countries
and the other is the problematic areas whose data estimations.en—
counter certain structural deficiencies, impairing the quality of
the estimates. These issues are discussed in this section and
also the general uses of national accounting in the LCS's are re-

viewed.

Suitability

In the section on the theory of national accounts, it became clear
that the concept.of national accounts evolved in the advanced
countries of today. Thhs its accordance with the structural
functioning of these economies is something to be expected. In

its finai version, as presented in the previous sections, national
accounts owes much of its theoretical foundation to the recent
economic models, émongst~others to the briginal work 6f JM Keynes.
These models, in turn, are influenced by and formulated for, the

industrial, monetized economies of those countries.

To apply this approach to the economy of the underdeveloped economies
with their distinct pre-industrial, semi-monetized characteristics

is justified if:

(a) either one can demonstrate an accounting system with its

corresponding economic theory conforming to actual functioning

of pre-industrial economies; or

(b) one can claim that the underlying economic model of the system

of national accounts is of general applicability.

Neither of these propositions is necessarily true. Firstly, no
suitable economic framework and its associated accounting system
are known. Secondly, the generalisation of a model of an industrial
economy to that of. a pre-industrial one, with mostly different
structural conditions, is ostensibly inappropriate. Further, at a
fundamental level, there is not a priori reason why an accounting
method will be of any use in these economies. To illustrate these

points, the basic economic model of the system of national accounts
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be compared with its counterparts in a non-monetized as well

as a semi-monetized economy.

1)

2)

3)

4)

5)

6)

In a simple model of a monetized economy, there is no income
in kind. ° The total saving is in the form of money and its
value depends on the size of money income and the rate of

interest, e.g. S = S (Y,i)

Investment, on the other hand, depends on the present value
of‘the expected future returns and thus it can be regérded
as a function of, amongst other things, the interest rate
and money income, e.g.

1 =1, i)

The actual investment, however, in an ex-post sense, is equal
to savings. The demand for money depends .inter alia on the
preference for cash balances and the rate of interest, e.g.

Md = M(B, i) where B is the preference for cash.

The supply of money, on the other hand, is assumed to be

exogenous: Ms = K -

The money wége is a function of the- marginal productivity of
labour. The real wage depends .upon employment and there is
a linear relationship between money and real wage, adjusting
for the price level: '

W =W (MPL)

1"

W

P

The demand for investment and the .money wage rate are attained

(1)

W (employment)

by maximising profit and labour input respectively.

In a subsistence economy with no monetised.sector, none of the above-

mentioned equations would hold true, except the last one, though

even this equation is obscured. by the prevalance of disguised un-

employment.

In such an economy, all transactions are in real terms and also the

major part of them is between the accounts of the same accounting

entity.

(1)

It is an over-simplified model to sketch the basic .relationships.
Economic models of this type have undergone tremendous modifica-
tions. Many variables are introduced in each equation and the
mention of any of them here would seem redundant.
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Investment and savings are identical and are.contingent upon the
expected need for consuming goods in future. The main decisions
are, thus, focused around the anticipated rate of increase in

(M

population. Because a growing population means an increasing
level of income of which a portion is to be spent on real invest-
ment. Since savings are equal to investment if the expected
population growth is higher than actual, more will be saved than
required. This will, all things being equal, lead to a gradual
rise in living standards in the future. ' Inversely, if the actual
growth of population is more than expected it means less is saved

than needed and a decline in average income will ensue.

Such a pure subsistance economy does.not, however, imply that ex-
change of goods for gdods (barter) or goods for services are non-
existent. The presumption is that production is not for profit
maximization. Neﬁther is there any utility maximization of a
certain amount of money income. Instead the main concern is to
maintain a certain level of consumption overtime, Or maybe to keep

a small amount of cash for precautionary purposes.

~The third type of economic model is the.one in which all the equa-
tions of the second model exist with a parallel existence of that
of the first one. - In such a model savings depend on not only money
income and the interest rate, but also on the rate of money income
and kind income. The same applies to money investment.. In other
- words, money savings and money investments are not representative
of total savings and total investment. Hence, two other functions
are needed, one for non-money savings and one for non-money invest-

(2)

ment. - For equilibrium to occur, total investments must be equal
to total savings, and further money saving and.non-money saving must

equal money investment and non-money investment, respectively.

It follows then, that the economy will be exposed to fluctuations if
there be any difference between the propensity to consume money

income and the propensity to consume kind income. For instance, even

(1) No unemployment in this model is meaningful or possible.

(2) The construction of rural huts or houses is an example of
non-money investments.
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when the total investment is equal to the total savings, if the
propensity to consume kind income is small, money saving will exceed

money investment and this may result in a depression.

In such an economy the demand for money is functional to liquidity
pefformance and the propensity to receive the earnings in cash rather
than in kind. It is, then, conceivable that with a rising price
level there may be a tendency to have a larger part of earnings in
cash. As in the case of the first model, the supply of mohey can

be assumed to be autonomous.

In the sphere of employment and wage determination,.in a pre-industrial,
partly monetised economy, the picture is blurred with the presence of
wages in kind and the remuneration to the members of the household
which in turn compounds the former. As such, the marginal producti-
vity of labour is not necessarily the main determinant of wage rate.

If this is taken into account, it may be assumed that real income

will be a function of employment, employment in turn being a function
of the wage rate. - An eduation.is also required to detérmine the

real income, i.e. to adjdst the money and kind income for the price

level.

This model is by no means a complete one, yet it points out the funda-
mental differences between a semi-monetised.economy and an economy in
~which theé non-monetised sector is relatively negligible. Put
differently, it emphasises the existence of income, saving and invest-’
ment flows in kind. Although it is the task of economic theorists

to analyse Qnderlying motives for these flows, their identification

for the estimation of the aggregate product is critical. The segrega-
tion of the two types of flows stretches the point that the non-
monetised flows do not benefit the accounting system which is built

to encompass the monetised flows. This has led many to view "the
system of National Accounts asvé monolithic, excessively ambitious,
dogmatic structure which 'requires' developing countrieé to produce
data in which they have no analytical interest using classifications
and conventions which are quite inappropriate to their circumstances,

(1)

and so on.

(1) This, of course, does not imply that Pyatt & Roe agree with
this point of view. See Pyatt & Roe: Social Accounting For
Development Planning, 1977, p.12.
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This, however, is a pungent criticism of the. SNA. In spite of

its unsuitability for the developing economies, the SNA has a

certain flexibility which allows adjustments in the system to make

it applicable to these economic systems. Furfher, in the absence

of a more suitable system, a modified SNA remains the only solution

for collecting a set of basic data for the economy of the LDC's.

The modification of the system depends mainly on the structure of

the economy under study. The works.of Pyatt & Roe in Sri Lanka

and Swaziland, and M. Mukherjee in India, are but examples of adjust-
ments which can be made to the SNA to suit the underdeveloped economies.

(1)

Moreover, modifications of this type' ‘were necessitated by the need
for economic data according to which the post-war interventionist

policies could be regulated.

~ Devoid of any adequate expertise, the LDC's had to rely on the inter-
national organisations to aid them in their data collecting endeavours.
The outcome has been an impressive flood of macroeconomic data collect-

ed (and published annually) in the UN Yearbook of National Account

Statistics, covering over 150 countries. Yet, in spite of this
apparent success, there is remarkable dissatisfaction and debate

about the suitability and usefulness of a great deal of these statis-
tics. This disquiet has numerous aspects of which a few are worth
considering. First, it is often argued that. the statistical documenta-
tion in these countries is poor and its resultant.data is not reliable,

actually too inaccurate to be useful.

Whilst there is little doubt that statistical data of a developing
country is less accurate than that of an advanced country, it does
not mean that available data can be discredited altogether. Rather,
one has to adopt an attitude of making the best of the existing data.
This, of course, should not be interpreted that 'any statistics are
better than no statistics’. Meaningless .statistics, no doubt,

could be extremely harmful if used as the basis of economic policies.
Generally, one has to admit that better statistics must regrettabiy
be viewed as something of a luxury.produced.partly as the result of

economic ‘development!' rather than as its precursor . Also account

(1) See Pyatt & Roe or Mukherjee, M. "The Technique of Social Account-
ing in a Pre-Industrial Economy", 1953~
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should be taken of the opportunity cost of improving existing

data, given the scarcity of statistical resources.

Second, it is usually said that the SNA is developed by the United
Nations and aims at international comparability. The experté sent
by the United Nations to those countries thus try to execute ’
the manual of the United Nations and prepare a set of standardised
aggregates. These aggregates may be of no analytical use for

these countries. More important, it forgoes the preparafion of
data on more necessary aspects such as producfion, population move- -

ment, distribution, and the like.

In essence, it is a criticism against the structure of the SNA which
is believed to be rigid, and~it is already discussed above. As
regards the utilisation of foreign statisticians, it is the political-
administrative body of the country to be blamed and neither the
statistician nor the accounting system. If, as Mitra comments,
'fashion pushes necessity aside', it is because the foreign expért is
usually pressurised to collect impressionistic macroeconomic estimates,
otherwise the SNA has enough flexibility to be adjusted for the need
of an average underdeveloped country. "In fact this is shown in the
document of "A System of National Accounts" of the UN (Ch.IX), 1968.

The document further provides a set of accounts for the public sector
and key kinds of economic activity. Also, since it is likely that

one (or more) areas may have special economic significance for the
overall development of an underdeveloped country, the document sugdests
a separate "accounts for selected areas".(1) This flexibility of

the accounting system enables the country "to adopt the suggested

S . . 2
priorities to its own needs and c1rcumstances".( )

Related to the second criticism is a more fundamental objection to
the SNA stressing its aggregate approach to the hodsehold sector.
This deficiency of the.system is recognised by the responsible committee
for the formulation of the SNA. In its 1968 document it writes:
"The Statistical Office is engaged in preparing an
integrated system of statistics of the distribution

of income, consumption and wealth which, at the
macro level, fits completely into the SNA (and also

(1) See A System of National Accounts, 1968, pp. 207-229.
(2) 1Ibid.,.p.215.
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into the MPS) and, at the micro level, is

complementary to the two systems."
As yet such a study has not been published and. thus very little is
known about the practicability of. such a concept. An attempt by
Pyatt & Roe for a partial integration of the concept has proven
extremely difficult. One of the major problems is the invariable .
statistical biases normally present in distributional data. In
the absence of any uniform format, every_individual.éount:y must
attempt to supplement its aggregated national:statistics with suit-

able details of the distributional aspect.

The Problematic Aggregates:

These aggregates are either on the expenditure side or in the

production side of the GDP by type of economic activity.

2.1 Expenditure on GDP

a) Government's final consumption egpenditufe in almost all the LDC's

. 1s hard to compute because (i) .government expenditure lacks an

economic and functional classification; (ii) there is little
differentiation between current and capital expenditure. This is
further distorted by calculating depreciation according to book
value instead of the replacement cost concept; (iii) there is very
little data on social security schemes, showing .government transfers
to households or other agents; (iv) Government accounts. usually
refervto the central government and do not cover local gdvernmentst
These problems are further compounded if.the government uses a
different financial year or if its actual figures are not available

on time.

b) Private final consumtpion éxpenditure is one of the most complex

aggregate estimations and is subject to a large margin of error.

Factors- contributing to this complexity may be listed as follows:

i) High rate of illiteracy: The majority of the population
in the LDC's live in the rural areas where the housewife
- cannot . read and/or write and hence no record of the family
budget is kept. In such .circumstances, a budget survey has
to rely on women's memories and field experience has shown

that their memory for quantities and expenditure is by no
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vmeans reliable. The experimental studies of Ghana and
Botswana, for instance, show that "the understatement of
expenditure on food by. the monthly interview method could
be anything betwe??$20 to 30% compared with the method of
"

daily recording.

ii) Different regions of an underdeveloped country have varying
standards of living. This, in turn, complicates the task
of household budget survey as it calls for a complete cover-
age of households which is impractical in terms of costs and

time.

iii) The existence of self-consumption of goods and services with
their concomitant valuation difficulties, is an additional

problem in household budget surveys in a LDC.

iv) The derivation of private final consumption expenditure, as
well as any other aggregates, from household (or other) surveys,
presupposes adequate population statistics. In the LDC's
the population census information, due to factors such as
migration and emigration, lack of statistical facilities and
so on, is rather doubtful. Thus, even if reliable per capita
expenditure (or output) could be obtained, the aggregate value,
derived by multiplying per capita by ‘'suitable factors', would

be subject to wide margins of error.

Given all these potential sources df error, 'private final consump-
tion expenditure' in the LDC's is usually measured as a residue,

e.g. by subtracting the other expenditure items from the GDP or GNP.

c) Gross fixed capital formation (GFCF): The measurement of this aggre-

gate, in the LDC's encounters. problems such as (a) estimating the
magnitude and value of own-account construction, especially in the
rural areas, (b) the problem of tracking development expenditure,
i.e. expenditure on education, health, etc., and (c) the treatment
of expenditure on research and exploration, expenditure on explora-
tion of minerals and petroleum and, finally, (d) the absence of
sufficient maintenance in its strict sense, i.e. whether the repair

work is likely to affect the life and/or productivity.of the assets.

(1) "Household Economic Surveys in Africa, (E/CN, 14/NAC 53)
pp. 70-78.
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Thus, as G.C. Billington suggests, "it might be useful for (these)
countries to examine the advantages and disadvantages of adopting

n(1)

the gross-gross concept of capital formation.

d) Changes in stock: Once again, the masurement of changes in stocks

is‘complicated due to.the lack of information on stocks in the
traditional sector of the economy. Thus in many of the LDC's, the
stock figures refer to certain key products, i.e. cotton, coffee,

wheat, oil, and the like.

e)Balance of Payments Account: In addition to its general unsuit-

ability of the detailed 'rest of the world account' of the SNA for

the LDC's, the measurement and classification of exports and imports
of goods and services in these countries face numerous problems,
'depending on the economic structure and geographical location of the

country. The main difficulties, common in most countries, are:

1) There is no factual basis for the calculation of noh-factor

services, i.e. insurance and freight charges.

2) The lack of adeqguate documentation of thsical movement of goods.
This is particularly relevant to some landlocked countries with
extensive borders to be policed. Obviously, thus, statistics
on cattle driven across borders,. fish landed, or smuggling trade

and the like are at best partial.

3) The declared values are usually easily falsified in order to

evade custom charges or exchange control whenever relevant.

2.2 ‘GDP by Type of Economic Activity

a)Agriculture: The total agriculture production is one of the aggre-
gates whose estimation is the most difficult and the least reliable
in the LDC's.. This is primarily owing to 1):the widespread practice
of mixed cropping, 2) uncertainty of yield (expected yield) due to
climatic variability show in the LDC's, and in Africa in particular,
(3) the lack of information about area under cultivation which, in

turn, is a result of unregistered title to land.

(1) G.C. Billington, "A Minimum System of National Accounts for use
by African Countries", African .Studies in
Income and Wealth, 1963, p.25.
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Given these obscurities, there seems to be a very unreliable basis
for the estimation of agricultural production, although annual
crop estimates are invariably made in most LDC's. In some
countries it is assumed that the annual growth‘rate of the
agriculture product is slightly higher than that of population

(1)

growth. Whilst this may be a theoretically intelligent assump-

tion, it cannot be justified without empirical verification.

In addition to the problems of quantification of total production,
(4) there exists insufficient data concerning the cost structure of
agricultural production and hence producer's prices are not easily
obtainable. The estimator is, thus, left to impute the unit cost

in order to place a value upon the total production.

Industries: With the rising interest in 'industrialisation' almost

all the LDC's have’ prepared information about their industries in
order to measure their industrial progress. Yet, statistics so
provided cannot be used for national accounting purposes because it

has two major drawbacks:

(i) they cover only selected (big) industries and as such
their coverage is neither complete nor representative of the

industrial sector.

(ii) They usually leave out small-scale and cottage industries.
These industries play a significant role in many under-
~ developed economies and thus their contribution to the total

production may prove to be considerable.

Construction: As in the case of industries, information on con-

struction in the LDC's is, at best, partial. In other words,
available data are more likely to cover impressionistic construc-
tion schemes, though partially. Thus for national accounts data,
separate supplementary surveys are necessary. These surveys are
likely to encounter two difficulties. First, in most of these
countries builders and contractors are not registered and, even if
they are, obtaining adequate information .from them proves to be

difficult. Secondly, the difficulty in estimating construction

(1) Ke-chiang Wang, "Planning and the Current Availability of
National Accounts.Statistics in Africa",
OECD Publication, 1974, p.21.
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in rural areas, especially African-style housing which is basically
own account construction. . As a consequence .of these difficulties,
estimates of national aggregates either do.nmot cover this part of

construction or are based on rule-of-thumb methods for valuation.

- d)Wholesale, Retail services: Like.other sectors, there is very

little reliable data available about the activities of wholesalers
and retailers in the underdeveloped. countries. This sector usually
consists of numerous yet scattered, establishments for which data
collection is extremely hard. This is mainly because many petty
traders, artisans and farmers are illiterate and keep'no records of
any sort Concerning their transactions. To compute the contribu-
tion of these services, the following devices might be used, depend-

“ing on their applicabiiity:

i) the use of income tax returns to impute the sector's

total transactions;

ii) the use of records available at marekting boards and

similar enterprises;

iii) to analyse the retail. price versus producer's price in

order to obtain a gross trade maréin;

iv) to take a comprehensive census in order. to cover main

importers, exporters and wholesalers;

v) to run a sample survey.of the: business sector to find
an 'average value added' for each establishment and then
" multiply it by a certain factor to arrive at the total
value. To employ this method, a reliable record of the
total number of establishments is required. These records
are Usually kept by a government department responsible

(1)

for business licences.

e) Transport services: Whilst air and rail transport services are

usually organised and their data are obtainable, road transport
remains. the main snag for the estimates of this sector. Different
devices are available for.the estimation of the total contribution

of transport services. ‘Some of them are as follows:

(1) This method is used for the estimation.of Transkei GDP as
the case study in the second. part of this thesis.



57

i) to use income tax analysis for the imputation of‘the

total measures;

ii) to use the records of various transport syndicates

wherever available;

iii) to apply method (v) proposed. for wholesale and retail

services.

In most LCS's in addition to motor transport serviceé, primitive
means of transport constitute a major part. Depending on the
magnitude of these services, it may be necessary to impute a value

for them, though this might prove impractical.

f) Other services: This category may include real estéte, business
and community sefvices} finance, insurance and the like. The
estimates of contribution of these services usually lack even
relative precisionl As mentioned previously, an income method 1is
used to meaéure the.value added of this sector. Amongst the sources
used are (i) business licence registers, (ii) income tax records,
(iii) employment and earning surveys, (iv) government records,
(v) records of non-profit organisations, (vi) special survey for the

purpose of national accounting.

Given the aforementioned theoretical. and practical drawbacks, the
SNA must be applied to the LDC's with special care. Further, as
underdeveloped economies consist of a wide variety of countries in
various stages .of development, the uses to which national account

statistics can be put will vary in. scope and complexity.

IV.3 General Uses of National Accounting

The uses of National Accounts in the LDC's may be broadly divided
~into two main categories: (a) their use in economic planning,
including short- and long-term development programmes and (b) their
indicative role as measures of improvement in levels of production
as well as the pattern of distribution. Both cétegories include a
wide range of aspects of which the most important ones are listed

below:

a) National Accounts make it possible to analyse the structure
of. the economy, measure its progress. and, rightly‘or wrongly,
industrialisation, as a necessary background to the preparation

of government economic policy;
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b) to measure.whether additions to capital stock of the economy
have been able to diversify.the structure of production in

order to reduce.dependence on imports;

c) also to identify the relative magnitude of.private sector,,
public enterprises, social services, the monetised sector
as well as the subsistence part of the economy. Any economic
plan, either short- or long-term, requires these values for

choosing its direction;

d) to provide general measures of changes in the more important
economic ratios such as the change in the ratio of traded to
untraded output, the propensity to consume imports, and so
forth. In any developmént planning, special attention is to

be paid to these ratios.

e) As discussed in the previous chapters, national accounts data

provide some general measures of change in living standards.

This is by no means an exhaustive list of the potential uses of
national account statistics. To conlude, however, as G.C. Billing-
ton remarks, national accounts "provide a method of thinking and

an economic approach to problems which, although of limited applica-
tion, nevertheless is likely to assist.the administrator to base

his decisions on a factual assessment.of the overall problems so far
as facts are available and to avoid the pitfalls of mutually incon-
(1) The emphasis so far placed on thé aggregates
of the SNA should not imply that this is the only solution to the '
statistical problems of the LDC's. It may well be, particularly

sistent policies."”

in the short-run, that 'sectoral .accounts' prove to be more economic-
al and usefﬁl. This is particularly relevant where development

plans for the underdeveloped areas have to shift their emphasis from
creating wealth to creating the capacity to create wealth or "thg
infrastructure for wealth". Put differently, the development planning
cannot confine itself to purely economic aspects, it includes projects
to improve the ability of people.to partake in the development process.
As such the computation of an integrated set of national aggregates

may not be necessary and, in fact, the allocation of scarce statistic-

al resources to this task may be regarded as a. waste. Instead, the

(1) G.C. Billington, African Studies in Income & Wealth, 1963, p.30.
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available resources could be used to.establish. sectoral accounts

for which. there is a more.immediate need.

In almost all underdeveloped countries there are two strategic::
sectors, the government sector. and the foreign sector. Both-
sectors account, to a large extent, for the short-run fluctuations
in the level of economic activities as well as the long-run growth
of the money economy. At.the,same time, for both sectors, basic
data are already available. These data can be used as'a'starting
point for identification of trends in.other sectors. This is
possible due to the role of these two sectors. in the economy of the
underdeveloped countries.. To.illustrate the point, the position

of the public and. foreign sectors are briefly examined:

1) The Publié¢ Sector

The dominating }ole of the government in an underdeveloped’ country
is attributable not only to. the sheer.size of its involvement
in economic activities, or its role in transforming the sub-
sistence economy to a modern economy, but also.to the fact that,
in the absence of circumstances required for a spontaneous growth,
the State has no alternative but to undertake the functions of
an entrepreneur. In other words, it has to direct savings into
productive investment or to assume responsibility for management.

Also the government is the sole provider of socio-economic infra-

structure. As such the State in an underdeveloped economy may be

regarded as: (a) the major contributor to the domestic capital
formation, (b) a crucially important . financial intermediary.

This is especially relevant to the.countries whose capital market
is not developed, {(c) the prédominant creator of employment and
hence demand, and (d) the regulator of income distribution in the

I

country.

Thus, if the sectoral accounts of the government are properly
established (i) an indirect estimation of other aggregates such’
as capital formation, money income.received by the households,
total imports and aggregate expenditure on.marketed goods and
services, can be made; and (ii) an analysis. of changes in the

public sector policies is feasible.
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The latter one is particularly important because it is the

direction of changes.in the public activities and not the activi-

\

- ties per se which is instrumental for modifications in the

2)

structure of the economy.

The Foreign Sector -

Most economies of the underdeveloped world rely.on the production
of primary products, either agricultural er mineral for export.
Their export proceeds plus government[expénditureAform‘the bulk

of money income which is mainly.spent on ihported~goods. The
remaining, however, forms the money investment of the economy.
Export proceeds consist of various components such as the value

of the raw materials, expenditure. on transport, éleCtricity, taxés,

wages and salaries and also purchases from public enterprises.

On the import side of foreign.transactions, included are statistics

for imported capital goods and consumer goods. Similar.to exports

the value of imports could be divided into various parts in order to
make extimates for items like transport, insurance and other

services, customs duties and so forth.

To conclude, then, the government sector accounts together with the
foreign sector statistics provide. the necessary background for the
formulation of development planning in the .short run. In the
medium and long run, however, these sectoral acceunts can be ‘'supple-
mented with the accounts of the 'finahcial.institutions sector',
household sector and then. these sectoral accounts. could be consoii-

dated in a national accounting format.



PART 11

NATIONAL ACCOUNTS IN TRANSKEI

"It is one thing to make a few additions and substractions
to a neatly tabulated column of figures. It is a very
different one to pull together miscellaneous figures and
other pieces of information, perhaps,scattered among many
files and many people's memories, and fashion them into a
coherent whole." ' '

A. R. Prest: The Investigation of National Income in British

'Tropical Dependencies. Institute of Commonwealth Studies,
London, 1957. ’



CHAPTER V

STATISTICAL PROBLEMS AND A REVIEW OF
EXISTING DATA IN TRANSKEI
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General Remarks

The term 'National Accounting’ ié'usualiy applied to economically
and politically independent regioné. Transkei, at present, is .not

economically ihdepéndant and its potential for economic independence

is very much in question. . As such the attempt to compile a set of

conventional national accounts aggregates does not presuppose either
its present, or any potentiality for, economic independence.  Rather
it is an effort to‘cdmpile a numberiof,convéntional estimates in '
order to examihe the QUantitative'workings of the Transkei economy.
In fact "aggregate economic estimates" would be a better -term in this

(1)

case, though it would disregard the macroeconomic conventions.

* macroeconomic quantitative data.. This is particUlarlyanotideable

* Statistical Problems in Transkei

Transkei like most underdeveloped regians.suffers from a paucity oft'
as regards the post-independence period (1976-81). Statistical
scarcity is the result of two types.af bottlehecka; administrative
and structural. 'AdministrativeAdeficienciéS'include insufficient
attention of authorities to the needs for a statistical framework.
The ensuing lack‘of reliable statistics in turn results in socio-

economic policies that are not based on any quantitative assessment

of economic magnitudes. Such policy-making practices disguise the

need for improvement of statistical.information. - The end result is .

the lack of an efficient ihstitutidn,tagent or a depaftment For:

-statistical services. - In Transkei, each department either has its

own 'statistics section' or its 'accounting sectionf which is responsf
ible for the collection of data. In either case the quality and
quantity of their data are poor, mainly due to incompeteﬁtlstaff. And
this relates to a more intractable constraint, namely the shortage of
staff with proper skills at all levels, from field enumerators to '
statistics analysts. The shortage of skilled staff is further -
exacerbated by the lack.of cooperation and coordination, instead

often rivalry, between the existing statistical units.

(1) The term 'regional accounts' is also inappropriate as it
implies a full political integration of the 'region' into a
bigger political entity. Apparently, however, this is not the
case in Transkei.. ' '
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-It is a serious matter when few units begin to duplicate or largely
overlap in their investigations. This leads not only to the
doubling of cost, time and manpower requirements,.but also to indivi-
duals and institutions.being required to furnish similar data to
various agencies. Yet..another problem arises when uneoordinated.
studies of these agencies lead to significantly. different estimates
for the same values. The obvious result, then, is a loss of

creditability of the statistical services in general.

The structural constraints.in Transkei are very similar to those
of other underdeveloped.regions. A high.rate of iliiteracy leads
tova poor, if any at all, recording of income-expenditure items of
business and individuals,.especially in rural areas. Therefore any
- quantitative survéy haé to (a) interview individuals and businesses,
and (b) rely on their memories. It is then quite likely that the
researcher encountérs the people's unfamiliarity with scales and
hence inability to associate quantities with their respective time
period. l
Transkei consistslof areas with varying production possibilities and
standards of living. Thus any statistical survey for aggregate
values has to include a complete coveraée of various areas. In the
absence of a proper infrastructure, i.e. roads, telecommunication,
etc., this poses a serious constraint in terms of time and cost.
Last and by no means least is the prevailing suspicious, apathetic
and uncooperative attitude of the business sector and individuals to-
wards any statistical enquiry. The underlying reasons fbr these
conditions are best spelled out by Hudson and Allen in the following
remark:
"In circumstances where a national central government is a
relatively new concept, where confidence in it on the part
of the people needs to be firmly established and where
government enquiries have traditionally been irregular and.
then confined largely to matters of taxation and other
agpects of control, it is frequently difficult to elicit
accurate answers to the wide variety of questions that

.appear in statistical surveys of all kinds, from population
census to family budget enquiries". (1)

(1) N.B. Hudson & R.M. Allen: "... The Inter-Relationships Between
Planning and National . Accounts in Developing Countries of The
Commonwealth". OQECD .Publication, 1974.
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(1)

 Suspicion of government enquiries’ “is hard to -eliminate and answers
to certain questions on matters such as income,_profi£ and the like
need adjustments. In addition to these statistical problems, what
were discussed in an earlier chapter on the LDC's is largely rele-
vant in Transkei. For instance the lack of reliable bench ﬁark

data on population, business establishments and the like seriously
confines the attempt to calculate most of thé macroeconomic aggre-

gates.

The Existing Statistics, their Sources and their Weaknesses

A: Data and their Sources

The pioneering study of the Tomlinson Commission, in 1950-51, pre-
pared some estimates for the domestic productionvof the Bantu ‘
regions, amongst them Transkei. These estimates are not, however,
useable as they excluded the then White populated areas of the
Transkei Territories, mainly because the Commission was concerned
about the production capacity of the then Black populated regions
of South Africa.

The first estimates for economic aggregates of Transkei (as a
whole) were made. for the 1954-55 perioa by economic researchers of
the University of Pretoria who prepared a set of data for the gross
domestic product, agriculture output and capital formation of,

amongst other Homelands, Transkei. This was continued until 1975.

In 1968, the Bureau for Economic Policy andvAnalySis~(BEPA) of the
University of Pretoria, at the behest of the Xhosa Development

Corporation (XDC), compiled national accounts statistics for Trans- °

kei.(z) This compilation was publishedvas the 7968 BEPA Interim

. Report.

In 1975, with the growing demand for national acceunts statistics,
the Department of Statistics of South Africa decided to undertake
and carry on the task of making national accounting estimates for

the Homelands. It further began to "make special effort to improve

(1) It must be noted that suspicion of government encuiries is a
common problem encountered by statisticians in both developed
and underdeveloped countries alike but the extent to which
people in the latter countries are uncooperative, is much higher.

(2) This report was prepared by Professor J.A. Lombard, Professor
J.J. Stadler and Mr. P.J. van der Merwe. In fact, they were
involved in the study of national accounts estimates for Trans-
kei at the University of Pretoria.
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(1)

the accuracy of the (previous) estimates and to publish them.”

After its first report in 1976 in which the Transkei accounts were
provided together with those of other Homelands, the Department

of Statistics prepared two other reports specifically for Transkei,
one in 1977 and one in 1978. After Transkei became . independent

in 1976, the Department of Statistics of South Africa discontinued
compiling data for it. = Thus the last official estimates are made -
for 1975. | |

On the basis of the 1975 estimates, the Bureéu for Economic Research,
Cooperation and Development (BENSO) made estimates for 1976 and
1977. BENSO in fact became the main source of statistical inform-

ation for all the Homelands including Transkei.

Each of the above sources has made estimates for a number of
aggregates. These aggregates vary from one source to another,
although there are some common aggregates for which all three

sources have made estimates.
/

The theoretical leqitimacy and calculation accuracy of the estimates
made by these sources will be questioned later... o
Meanwhile the useable statistics from each source are considered

below..

(i) From the 1968 BEPA Interim Report, the following table demonstrates
the GDP of Transkei by.its industrial origin for the period
1954/55 and 1959/60 to 1966/67:

(1) The Department of Statistics, National Accounts of the Bantu
Homelands 1969-70 to 1973-74, 1875, p.v.
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Table 1: The Gross Domestic Product of the Transkei , 1954/55
and 1959/60-66/67 (R1 000)
Industry N1954/55159/60 160/61] 61/62162/6363/64|64/65 |65/66 |66/67
1- Agriculture and :
Forestry 16 367119178 |2 959] 2095922 549 {24104 (19529 [24'692] 29819
2- Mining and
Quarrying - - | = - - - - - -
3- Manufacturing 2 396| 2739|2429 25571 278312848|2691{3 151 3 422
4- Construction :
(private) 60} 131 1420 163| 183| 204| 225 246 267
5- Electricity and :
water 55 75 71 90 68 73 82 91 101 -
6~ Transport and
Communication 7701 923] 990 1162| 1374} 1536 1692|1 877].1 931 .
7- Trade © 4 328) 5089|5144 4793] 5956|6481 6 63216 873] 8 006 .
8- Financial Services 182|. 220 222 ..209| 261| 285 293 311 395
9- Fixed property ' :
(home ownership) © 806 938 967 998 1018 1039{1060}1 081} 1 090 .
10- Government Admini- '
stration** 2 319| 3152|3430 3816| 4098{ 4 626f5591|6 672 6 885.
11- Other Services
—+a) Education 23 426| 3775|3844 4001 3969 41681 4 511 4 707 5 029
:(b) Health 881111551194 1382 1509{ 1 639{ 1690{ 1 815 2 024
" (c) Other 7 115) 7 646} 7807 7831| 8.289) 8 568| 87478 955 9 406
Tetal 38 705[45 02149 251 47 961|52 066 |55 48152 743 160 471{68 375 .

* Including subsistence production and also'"whlte areas"
** Including government construction

Source:

The BEPA 1968, p.4.

"Interim Report on the Use of the National Accounts ..."

‘Also, the Report indicates the contribution of the public sector

to the GDP for the same periods, e.g.:

Table 2: The Share of the Public Sector in the GDP of Transkei -
1954/55 and 1959/60 - 1966/67

Year R1 000 Percentage of GDP
1954/55. 7 135 18.4
1959/60 8 938 19.9
1960/61 9 441 19.2
1961/62 10 078 21.0
1962/63 10 713 20.6
1963/64 11 783." 21.2
1964/65 13 200 25.0
1965/66 14 766 24.4
1966/67 15 954 23.3
Source: The BEPA 1968 Interim Report, Table V, p.10.
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The BEPA Report. further provides data on agriculture production,
national income and expenditure. These. aggregates aré,iﬁpw-” ;
ever,unuseable as they exclude the 'White areas' or 'White income’

from the total values.

From the reports of the Department of Statistics the Following

statistics are useable:



Table 3: The Gross Domestic Rroduct.ofATtanskei 1969/70

69

to 1975/76
(R1 000) ‘
1969—70'1970—71l1971-72 1972-73(1973-7411974-75{ 1975-76
A - Market Production:
1- Agriculture, hunting
forestry 2 5721 2 2951 4 3151 6 110| 6 595| 8 5531 11 082
2- Mining and quarrying 13 77 48 28 141, 167 -130
3~ Manufacturing _ 2 3991 2 660| 2 888| 3 334 3. 695] 4 555 7 048
4- Electricity, gas and ’
‘water 128 145 145. 186 21 338 722
5- Construction* 1035y 1876) 2 037] 2 270 3 269| 4 689 5 656
6~ Wholesale, retail '
trade and catering
and accommodation : : :
services. 12 486 13 7841 14 039 15 250] 16 592} 18 0851 20 214
7- Transport, storage :
and communication . 4.4571 5087y 5 499| 5 638 5 888} 6 932| 8 058
8- Financing, insurance, '
real estate and
- business services 2 562 3121 4 260 4 639] 5 384 5 956 7 280
9~ Community, social & '
‘" personal services
{(a) Public Admini-
stration 8 709} 9.630| 10 800} 11 818] 13 218} 18 212} 22 913
(b) Educational ” o
services 6 404] 7 191} 8 4941 10 075| 11 830| 15 554f 18 615
(c) Health services 2 410} 2 821 3 9581 4 512 5 779 6 960 8 337
(d) Other marketed :
services 2 316 2 498| 2 654| 2 852 3 068] 3299 3 770
Total Market Productioni 45 491| 51 185 59 137| 66 712| 75 543| 93 210{113 755
B - Non-market
Production:
1- Agriculture,hunting,
forestry and fish-
ing 29 076] 25 335| 37 808] 34 896} 47 166| 55 188} 80 081
2- Manufacturing and -
water 6 457| 6 915] 7 4287 8 210y 9 203 10 206} 11 227
3- Construction 1485 15991 1 688] 1.799] 1 908 2 031 2 164
4- Home Ownership 2 0191 2 313] 2 435 2 601 27721 2 948 3 129
Total Non-Market - , _
Production 39 037| 36.163| 49 359| 47 506| 61.049| 70 373| 96 601
Grand Total 84 528| 87 348|108 496[114 218|136 592|163 583] 210 356

Sources:

a) Department of Statistics; "National Accounts of

1969/70 - 1973/74" Report No. 09-17-01, 1976
~b) Department. of Statistics; "National Accounts of
Transkei, 1971 - 1975", 1978.

* This includes mainly contractors' construction.

The Bantu Homelands

The Republic of
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For the same period the share of the pubiic sector. in the GDP

is calculated below:

Value Added Originating in The Public Sector

Table 4:
1969/70 to 1975/76
Year R1 00C Per cent of GDP
1969/70 22 771 26,9
1970/71 26 545 30,4
1971/72 31 130 28,7
1972/73 . 35 123 30,8
1973/74 40 673 29,8
1974/75 55 048 33,7
1975/76 68 002 32,3

Sources: The same as Table 3.

Similarly the gross fixed investment of the public sector is as

follows:

__~ Table 5: Gross Fixed Investment of the Public Sector in Transkei
‘ 1969/70 - 1975/76 (R1 000)

}

*SAR and H. Posts & Telecommunications, ESCOM, SABC and XDC.

~.

Institution 1969/70} 1970/71 (1971/7211972/73 1973/7411974/75 1975/76f
A. Transkei Authorities: . .
- Transkei Government 3 705 5 803| 4 845 6 3941 10 9631 11 1191 19 826
- Regional,tribal and ' o
other authorities 91 101 95 121 144 177 132
- Local authorities 250 483 693 674 1173 951 1 100
Total A 4 046 6 387 5 633 7 1891 12 2801 12 2471 21 057
B. South African Govern-
ment:
- General Government :
Departments 939 393 658 9621 1 195 399 73
- SABT 6 223 5 991 7 090 4 953 "4 460 3 946 | 14 797
Totél B p 7 162 6 384 7 748 5 915 5 655 4 3451 14 870
€. Cape Provincial Admin. . 96 6 15 84 26 - 109
D. Total Government '
Sector (A+B+C) 11 304) 12 777§ 13 396] 13 188] 17 961 | 16 .592 | 36 036
E. Public Enterprises* 4 179 2 908 6 285 2 707 3 662 4 838 9 987
F. Grand Total 15 483] 15 685] 19 682 15 895| 21 623 | 21 430 | 46 023
Sources: The same as Table 3.
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As regards thé allocation of investments, no information is
available for the period 1969/70-1970/71. In its 1978 report,

the Department of Statistics however provides the following informa-
tion concerning the distribution of the gross fixed investment. for
various socio-economic purposes. Also, it supplies daté on the
expenditure pattern of the government sector and certain public
enterprises for the same period. Tables 6 and 7 illustrate these

respectively.

Table 6: Gross Fixed Investment of the Public Sector By Purpose
: 1971 to 1975 (R1 000)

Purpose 1971 1972 1973 1974 1975
Education : - 848 1014 1 324 1 3771 1 949
Health 680 454 145 3421 615
Housing & Communlty Amenities| 6 081 4.264 1 4 0797 3 755\ 14 087
Agriculture 28681 3957 | 7598 6 899 | 10 040
Roads and VWarks 2 3931 33401 4 815 4 219 9 345
Electricity Supply . 530 186 916 284 350
Railways 128 93 67 42 27
Communication ' 200 239 264 266 578
Unspecified 59541 2348 2 415) 4 246 9 032

Total 19 682 | 15 895 | 21 623 | 21 430 | 46 023

Source: Department of Statistics; National Account of The Republic of
Transkei 1971-75, p.5. - .

Table 7: Total Expenditure of the Government Sector and Certain
Enterprises by Purpose 1971-75 (R1 000)

1971 1972 1973 1974 1975
General Administration 4 401 59391 7 2851 8 223110 635
Public Order and Safety 2720 3603 | 4 361 ) 5195 6429
Education 8 776 | 10 411 {12 101 | 16 365 | 20 782
Health 71071 7 135 7 799 9 73212 905
Social Security and Welfare ' )
Services 5064 ] 5738 6 692 | 9 00812 992
Housing & CommunltyAmenltles 6 100 | 4 307 | 4 130 | 4 420} 14 720
Agriculture 7 8351 9 242 |11 537 113 304 { 19 368
Roads and Works 6 837 | 7 716 | 9 32512 053] 26 434
Electricity Supply 9651 1 366 2062} 1 881 1722
Railways : 3280 ) 3464 3 566 | 4 466 6 359
Communications 916 9991 11224{ 1 300 | 1 037
Total 54 004 | 59 914 | 69 979 | 85 947 N33 383

Source: The same as Table6, p.4.
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Apart from the abovementioned tables, the reports of the Department -
of Statistics have no other systematic and sequential data pertain-
ing to the macroeconomic aggregates of Transkei. The lack of
serial estimates for the GNP, gross investment of the private sector,

total savings and so on is the main deficiency of these reports.

Based on the 1975 estimates, BENSO extrapolated estimates for the
GDP of Transkei for 1976 and 1977. It also made estimates for the
GNP of Transkei for the period 1970-77, e.qg. :

Table 8: GDP and GNP of Transkei 1970-77*

Year GOP {R1 000) | Percentage Annual|{ GNP (R1 000) | Percentage Annual
: Growth ~ Growth

1970 87 348 3.3 207 725 8.8%*
1971**% 108 496 24.2 233 093 12.2

1972 114 218 5.9 278 871 19.6

1973 136 592 18.9 344 819 23.6

1974 163 583 19.7 441 645 28.0

1975 210 356 28.6 582 408 31.8

1976 254 207 20.8 707 180 21.4

1977 287 705 13.2 822 276 16.2

* These estimates are compiled at factor cost. '
** Because there is no estimate for the GNP of 1969, no growth rate
could be calculated. 8.8% is however the average annual growth of
the GNP over the period 1960-70. See BENSO Statistical Survey 1980
Table 49. ' :
**¥%¥ The BENSO estimates exclude 1971. The estimates of the Department
of Statistics are used to complete the time series.

Source: -BENSO Statistical Survey of Black Development 1979 and 1980.
Tables 51, 53. -
-Department of Statistics: National Accounts of the Republic
of Transkei, 1971-75. Table 9.

As illustrated in Table 8, a major characteristic of the Transkeian
economy is the vast difference between its GNP and GDP, mainly due
to the foreign factor receipts. Further this gaé has been widening
over the 1970-77 period. The GDP as a percentage of the GNP has
declined from 42.04% in 1970 to 34.98% in 1977 which is attributable
to the growth rate differential between the GDP and foreign factor
receipts. The increase in the number of migrants during the first
half of the 70's and the subsequent wage increases during the latter
part of the period have been the main reasons for the rising foreign

factor receipt.
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The quantification of Transkeian foreign factor receipt requires
data on the number of migrants, commuters and their eafnings.

None of these items is readily available and various sources pro-
vide conflicting data(1), especially for the number of migrants.(z)
Similarly for the commuters there is.very little and what the
BENSO has compiled is at the best partly true because it mainly
includes the Queenstown éommuters whereas areas such as Umzimkulu,
Herschel and Bizana where a large number of commuters reside, are
omitted. However, what BENSO has estimated for this sphere is
summarized in the following table.

Table 9 : Number of Migrants, Commuters and Foreign Factor
Receipts and Payments of Transkei 1970-77

Year Number of | Total Migrant|Number of | Total Commu- | Total Foreign | Total foreig
Migrants | Earnings Commuters | ters Earnings| Factor Receipt| Factor Pay-
(R1 000) (R1 000) - ment (R1 000
1970 248 300 124 150 - ' 1 632 125 782 4 700
REEIGD - - - - - S
1972 279 700 167 820 - 2 633 - 170 453 5 800
1973 295 400 211 211 . - 3 616 214 827 6 600
1974 311 100 279 990 - 5 272 285 262 7 200
1975 265 000(2 372 552 - 7 700 - 380 252 8 200
1976 264 000(3) 453 156 7 100 -9 017 462 173 9 200
1977 263 000 534 165 | 7 100(8) 10 476 544 641 10 070

(1) No data are provided for 1971. _

(2) & (3) These are taken from the 1980 issue of BENSO Statistical
Survey. Their counterparts in the 1979 issue are 326 800 and
343 300 respectively. Interestingly enough .the total earnings
in both issues are the same!!

(4) The number of commuters increased to 7 600 in 1978 and 8 900 in
1979..

Source: BENSO Statistical SQrvey 1979 and 1980, Tables 16, 39 in the
979 Survey and Tables 18.and 52 in the 1980 Survey.

Apart from the aforementioned data, BENSO calculated certain other
indicators .such as GDP and GNP per capita, NDP, NNI as well as their

" values in real terms.

(1) Compare, for instance, twe BENSU'S surveys w1th the Transkel'
"Development Review No. 2. % ’

(2) Even the two BENSO Statistical Surveys differ in this regard.
In its first survey (1979), for instance, the number of migrants
in 1975 was 326 800 whereas in the second survey for the same
year the number was 265 000, i.e. 19% discrepancy!!

t
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Although these statistics will be quoted in the. next chapters
they deserve to be used with great reservation for the reasons

discussed below.

B. Evaluation of the Existing Data: their Weaknesses

The BEPA, the Departmeht of Statistics and BENSO have made a

distinction between aggregates relating to economic activities of .

'White' and 'Black' inhabitants of Transkei. ' For instance the
BEPA has estimated the national income of Black Transkeians only,
the Department of Statistics has distinguished betwéen the share
_of'Transkeians' and 'non-Transkeians' in the, GDP and BENSO has
-estimated GDP, GNP and National income for 'Blacks’ and 'non-Blacks'

in Transkei.

This distinction has neither any theoretical justification nor does
it have-any practical use. For it implies two totally segregated
economic networks which are functionally unrelated.  Such distinc-
tion in fact implies that if a'factory is owned by a 'White', the
output of the factory is the resilt of his managerial and capital
contribution. This obviously ignores. the share. of labour and land
in the prpduction function.

From a practical point of view, the distinction between the contribu-
tion of 'Transkeians' and 'Non-Transkeians' (Whites or Blacks)
becomes so arbitrarythatit makes the. whole exercise meaningless.
Moreover if the aim of national accouhting statiétics is to examine
the existing producing units and theif income generating capaciﬁy,
the question of who (with which colour) contributes. is immaterial.
Indeed the emphasis on the Transkeians' contribution has further

led the Department of Statistics, and its predecessors, to.

exclude the income of non-Transkeians in the natignal income. Indeed
there'is no estimate of 'Whites' income' and as such the estimates
for the GNP(GNI) do not represent the actual current expenditure
'capacity of the territory. Once again if natioenal. accounts
estimates are to be useable for.regional.(national) economic policy
formulation, they need to provide. a comprehensive account of
existing potentials, i.e. total current income, total current saving

and so forth.
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It is thus hard to utilize such an incomplete set of estlmates

to 1dent1fy economic. trends or to evaluate economic. potentials.

Apart from the abovementioned conceptual pitfalls, the estimates of
the Department of Statistics suffer .from technical. inaccuracies as
well. For instance the following depreciation estimates are made
for the period 1971-75:

1971 | 1972 1973 | 1974 | 1975

Depreciation (R1 000) | 1500 { 1800 2100 2500 | 3000

Percentage of GDP 1.38 { 1.57 | 1.53 | 1.52 | 1.42

Percentage of GNP | 0.64 | 0.68| 0.64 | 0.58 | 0.53

Source: Department of Statistics, National Accounts of the Republic
of Transkei 1971 to 1975,. 1978, Table 1, p.2.

These estimates are neither justifiable nor consistent. Firstly
the depreciation - GNP(GDP) ratio is,.usually.and for developed
economies, approximately 10 pef cent. Even if one considers the
Transkei economy as having.very little depreciable stock of
capital, which is not in any case a realistic assumption, the
depreciation-GNP ratios cannot be so low.

Secondly, and more important, one would expect that as the economy
of Transkei transforms from the subsistence to the market economy,
something which is suggested by the. estimates of the Departmenf of
Statistics, the depreciation ratio increases and not decreases as,
- shown in the above table.

Of course such excessive underestimation of depreciation by its

very implication, pushes up the :national income: of the region.

As regardé BENSObwhich_is the only source.of statistics on the
Homelands and 'independent. states', its statistics’are riddled with
(1) 1o scrutinize all BENSO
statistics is beyond the scope of thls thesis:but. the follow1ng

inconsistencies and miscalculations.

examples would suffice to substantiate the point.

(1) BENSO has published 3 statistical surveys so .far, i.e. 1978,
1979 and 1980. The criticisms mentioned.are valid for all three
surveys although the examples are drawn from the 1980 survey.
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(i) BENSO, following the methodology of the Department of
Statistics, has underestimated the depreciation allowances'

as shown in the following table:

, , 1976 1977
GNP (R1 000) : 707180 822276
NNP (R1 0GO) 703580 817976
Depreciation as percentage of GNP - 0.51 0.52

Source: BENSO Statistical Survey 1980, Table 53.

Underestimation of depreciation in turn implies an overestimation
of the national income, national income per capita and the purchasing

power of Blacks.

(ii) The population figures used by BENSO. for calculating GDP per
capita.differ from the figures used. for calculating. GNP per
capita and they both differ from those of the Department of

"’f/ Statistics as supplied by BENSO itself. The following table
2 illustrates the point.(1)

Year | GDP GOP Population{ GNP GNP Population esti-

(R1000) | per capita ESt%TiteS (R1000) |per capita m?teS(II)

1972 {114 218 61 1 872 426 |278 871 132 12112 659

1973 | 136 592 72 1 897 111 |344 819 160 2 155 119

1974 163 583 85 1 924 506 |441 645 | 200 2 208 225

1975 {210 356 107 1 965 944 {582 408 | . 258 2 257 395

1976 |254 207 120 |2 118 392 {707 180 290 2 438 552

1977 | 287 705 132 12 179 583 |822 276 328 2 506 939

Source: 1980 BENSO Statistical Survey. Tables 51,.53 and 55.

Both population figures of columns I and II are not compatible with
the 1970 population estimate provided in Table 9 of the 1980 BENSO

Statistical Survey.

It might be argued that the difference between columns I and II
represents the number of migrant labourers.. Such differentiation
a) does not have any theoretical grounds,. and b) is not consistent

with the BENSO's own migrant labour statistics.

(1)

Population figures in Column I are derived by dividing GDP by GOP

per capita and figures in Col.. IT are arrived at by dividing GNP by
GNP per capita.
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calculated, the BENSO estimates thus include a high margin

of error.

All in all, the aforementioned exampleé of the‘unrigorous
conceptualisation and the perfunctory computation. of BENSO's
-estimates cast doubt upon the validity of other statistics

provided by BENSO both for Transkei and the other Homelands.



CHAPTER VI

NATIONAL ACCOUNTING STATISTICS OF TRANSKEI FOR 1930
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Data Collection Method: 1)

National accounting estimates usualiy.derive their information from
national censuses, government records and the quantitative studies
of other socio-economic institutions. Often, the statistics of one
source are evaluated against that of another in order to enhance the
reliability of estimates. Or, results of different investigations
are used to verify certain hypothesés in. the socio-economic sphere.
As such, for the computation of national accounting aggregates very

seldom is recourse made to the primary sources of information.

- To the contrary, in Transkei there is a dearth.of national censuses

and other nation-wide studies. Nor are there many institutions
concerned with the quantitative research.from which one could draw

some information. And the few existing organisations such as the

Transkei Agriculture Corpofation (TRACOR), Institute for Management

and Development Studies (IMDS), are too new to supply any substantial

.'information, Consequently, the bulk of data for the compilation of

the GDP had to be collected from the primary sources. In other words,
a number of surveys had to be carried out, in some of which the

sampling method was used. In the case of the government sector,

public corporations, agriculature sector ‘and big manufacturers, a

complete survey was conducted. As regards the business séctor, trans-
port, community and personal services, a Business Survey was organised
in 1981. This method of data collection is costly in terms of time

and labour, though the only solution in these circumstances.

Moreover, the procurement of information from the primary sources en-

counters all the statistical problems that have already been discussed
(Section V.2). As a resuit_the estimator has to_extract every bit aof
information .from various sources and assemble them in order to make an
estimate. further, the reliability of such estimates is by no means
testable. ‘

\

In such circumstances, obviously, the attestation of any socio-economic

hypathesis is severely constrained.

(1) For a detailed discussion of the methodology.used in this research

see annexure on "Methodology and Sources of Data".
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Vi.2 Classification and Sources of Data:

The classification of economic activities, for the calcﬁlation of
the GDP, is in accordance with the Standard Industrial Classification
as explained in the first part of this paper. A further distinction
‘between the subsistence and market economy accords. with the United
Nations recommendation for the economies that.are characterised by
dualism "that is, the existence, side by side, of traditional and more
recent modes of living, social and economic organisation and'cérrying

(1)

on production.” Furthermore, it is desirable to know which
portion of préduction is not marketed or marketed and'hdw this pattern
changes over time. With the recent attention given to development

~planning in Transkei, the distinction between the value added of the
subsistence economy and that of the market economy is further necessi-
tated. For the estig?tion of the GDP the Comprehensive Production

Concept is employed. The method of valuation, wherever necessary,

and the source(s) of information for each sector are explained belaw.

-

—

VI.2.71 The Agricultural Sector

1 Crop Production

1.1 General Notes:

In measuring the contribution of agriéulture, or EHat of any other
sector, to the economy, one must firstly recognise that any sector

is part of an interdependent system represented by the country's
economy; What a sector does, is not fully attributable or credited
to it but dependent upon what happens in other sectors, including the

foreign sector. In other words, "its (a sector's) product may

perhaps be mofe correctly described as the result of the activities

of the economy whose particular locus is the given sector - rather

than a contribution of the given sector fully creditable to it as in -

(3)

it were outside the economy and offering something to the latter"”.

(1) A System of National Accounts, 1968, par. 9.5.

(2) See Part I, Chapter II, Main Concepts and Components and Their
Weaknesses. . ‘ ' :

(3) Simon Kuznets: "Economic Growth and the Contribution of Agriculture:
Notes of Measurement". Agriculture in Economic Development, p. 104.
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Secondly, accounts must be taken of historical events affecting the
magnitude and structure of a sector. The latfer,one is particularly
important in the case of Transkei. Historically. the inhabitants of
Transkei, along with those of other "Bantu" regions, were withdrawn

to work in the mines. This in turn.developed a reliance upon employ-
ment beyond their borders whenever the local production was in-
sufficient. There was, thus, less necessity to attain by themselves
a higher level of development at home. The knowledge that an outside -
authority would, in the last resort, assume responsibility for pro-
viding them with the necessary aid and services, led to a feeling of
dependence upon such authority. Also this proved to be detrimental
to the innovation and improvement of the agricultural sector. That

" is, as Anderson notes, "once manual .labour became deeply associated

with the loss of liberty, there was no free. social rationale for

(1)

invention". Symptoms of this historically institutionalised
attitude are apparent in the Transkei agriculature sector which is
stagnant in its function and inefficient in its operation. So dis-

'”i/%avoured a sector has been further harmed by the economic policies of

" the post-independence period. The drive for 'industrialization', by
providing cheap loans and protection, has been an effective tax on the
agriculture sector. ’ Furfhermore, what has been allocated to this
sector has been conducted by an improperly staffed Department which is
inefficient bureaucratically and inaphropriate functionally. The
inevitable result of the combination of the.foregding factors is a
predohinatnly fragmented agricultural system. Production, in this
‘system, is basically for own-consumption and very little.is supplied
to the market. As such the quantification.of its value added (factor
income) becomes increasingly ambiguous, and one has .to rely on the
permutation of the final output. To evaluate.the final product which

is consumed,. the production unit cost must be used and that is the price

at which producers in the region (or neighbouring.areas) sell the same
output. Some adjustmeht in the market price 'is, however, necessary

to exclude the applicable trade and transport. costs. Also provisioﬁ
must be made for the quality adjustment, for quite often there seems

to be a quality differential between commodities. supplied to the market

and commodities produced for self-consumption. ..

(1) Perry Anderson: -Passages from Antiquity to Feudalism, pp. 26-27.

i
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12 Sources of Agriculture Data

There are four types of agricultural production in Transkei, as

follows:

‘ a) Field production
b) Communal production
c) Home garden production

d) Commercial production )

The first three types are basically for self.cohsumption whereas
the fourth one is partly. marketed. . The commercial production includes

the State aided irrigation projects and also private.farming production. .

Field Production: The Department of AGriculture and Forestry (of

Transkei) has assumed responsibility for .production aid and crop
estimation of the field pfoduction.
For this purpose, the Transkei is divided into five agricultural
regions, each region including thfee to seven districts. Each regional
office is responsible for the implementation of agricultural policy of
the Department, i.e. to provide tractors.and other agricultural imple-
ments, fertiliser, and so on to the farmers in the .region. The
estimation of crops for the field production is made by the extension
officer of each district and later. consolidated by the regional
officer for the region. . A great deal of information is thus extracted
from the regional agricultural offices. It must, however, be noted,
that in spite of the extensive use made of their,statistics,.there are
numerous miscalculations and false estimations evident in their
documents. These flaws are of two types. Firstly, the extension
~ officers do not seem to put enough effort into their estimations and,

| secondly, the consolidation of these estimates is .made perfunctorily.

Moreover, there is no check back and thus the situation is further

aggravated.

To decrease the margin of error, therefore, one has to extract

information, as is done here, from the district officers' estimates.

Communal Gardens in Transkei are used to produce vegetables. The

government, through the regional agricultural office, provides
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Férmers with fertiliser and seed and the like.. Although information
about the expenditure estimates of this type of productlon is avail-
able, no.record is kept. about the output. Thus, an estimation of
production has had to be made. To.do so,.account had to be taken

of the yield differential in various districts. An estimation,

thus, had to be made for each district by using the records of its

District Agriculture officers.

Homestead Production is possibly the most.important,‘and yet con-

troversial, type of production. As a matter of convention this
type of production usually excluded from the.calculation of national
or regional production. It is argued that. homegarden production

is, mostly, the output of leisure time activity of a non-market nature.

Moreoever, its volume is, in more advanced economies, not large
enough to be worth considering statistically. Obviously it is not

the case in Transkei. Homegarden production is a relatively sub-

_stantial production. Also, this-production is the result of the

economic activities of women and old men in the countryside. Thus,
its exclusion from total production impairs. the meaningfulness of the
exercise as a comparability measure. This point is noted by Gilbert &

Kravis that "it is sometimes thought. that it is essential to take a

wider range of non-market activities into account to assure compar-

€))

ability in real product comparison". Furthermore,. it is a fact

that the classification of activities.into "market' and "non-market"
depends to a large extent on the economic .system. What is a "non-

market" activity in a market economy could well be a 'market' activity

. in a socialist economy. A mother of a family in a non-socialist

village, busy taking care of her children, is engaged in a non-market

activity. But the staff of a children's home in a. Kolkhoz( )

, where
the children are kept during the day will be. performlng a 'market’

activity.

The inclusion of homegarden.production is, thus, justifiable if not

imperative. Data was, therefore, collected by sending a questionnaire

(3)

to each District Agriculture Officer.

1M Gilbeft, M. & Kravis,'I.B.: "An International comparison of
national products and the purchasing power of currencies" 1954,
OEEC, Paris.

(2) .Kolkhoz is the name of government farming units in Russia.
(3) See the Annexure for a detailed explanation.
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Commercial Production in Transkei is still in its. embryonic phase,

though it started in 1964 with the Qamata Irrigation Scheme. There

are two privately run farming units, i.e. Magwa Tea Plantation and
Ncora Irrigation Scheme, and a few state-administered irrigation

schemes of which Qamata, Malenge and Xonxa are the biggest with

715, 280 and 330 hectares under cultivation, respectively. The others
are very small schemes, i.e; 5 - B hectares under cultivation. The
output of the small schemes is, however, included in tﬁe field out-

put estimates.

As mentioned before, private farming output.is included in the
commercial production. Similar to the other types of production,
private farming in Transkei has failed to.develop.its .potential and

thus has maintained its very unstable and irregular production pattern.
The sporadic assistance of the Agriculture Division of the TDC (now
TRACOR) to the private farmers has also proved inadequate. and unsuccess-
ful.

‘Insufficient, inappropriate as well as irregular support of commercial

farming are factors counting for its meagre contribution to the economy.

Moreover,very little record of private farming output is available.
Thus, to make an estimation, the memory and guessing ability of TRACOR

officials had to be taxed wherever no data was at hand.

In the four abovementioned production systems .different methods were
used and value added, therefore, differs accordingly. The Development

Strategy calculates the following for the value added of various produce:

Value added as a %

Production Type of gross output

s

Maize and other crops 60
Irrigation schemes 55
Fruit: Sub-Tropical 60
Deciduous 50 .
Tea : Leaf Production o 65
Processing 20
Sugar: Cane production 65
Milling 20

Source: .Development Strategy for the Republic of Transkei
(1980-2000) p. 25.
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Using the abovementioned ratios, the share of crop production is

calculated below:

Table 10:The Value Added of Crop Production in Transkei* 1980-81

Subsistence Economy Modern Economy

Produce Total Quantity | Value Added | Total Quantity | Value Added
Produced (Ton) (R1 000) Produced (Ton) (R1 000)
1- Maize 139 263 9 860 4 520 , 293
2- Sorghum 22 204 1 399 2 828 163
3- Wheat 192 | 21 1 169 118

4- Beans 15 336 4 408 168 44
5~ Peas 113 29 724 170
6~ Potatoes 73 276 8 485, 1 011 107
7- Cabbages 77 969 3 462 6 157 251
8-~ Pumpkins 121 865 - 1. 748 278 37
9- Onion 21 . 4 26 4
10~ Carrot 69 5 0 0
11~ Lucerne - ' - v 970 ' 32
12- Barley - - 154 18
13- Tea - : - 1 709 3 877
14—~ Others** 110 23 2 1
TOTAL - 29 444 - - 5 115

* For details see Annexure an Methodology
** Included are tomatoes, spinach and the like .

2 Livestock Farming

Livestock farming is by far the most prevalent activity'of which
cattle farming is predominant. A peculiar amalgamation of economic
and socio-tribal elements has created what is known as the "cattle
complex". Many attempts have been made to unwind the complex and
find some natural justification for various aspects of it.  Yet many
ambiguities have remained. v

These obscurities, in turn, injure the quantification of the value
added of this sector. This is further aggravated by the lack of a
reliable check on the movements of livestock across the border which
makes the estimation of slaughtering, hides and skins and wool, in-

~ creasingly difficult.

To measure the contribution of this sector, the following values

should be estimated:

a) Meat
b) Hides and Skins
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c) Wool and Mohair
d) Milk
e) Eggs

a) Meat: The estimation of stock offtake in Transkei has remained

controversial, though many attempts have been made to arrive at a

realistic fiqure.

The following formula, thus, is used to calculate the offtake rate: -

Offtake = SB + Birth - (SE + Exports)
SB: Number of stock at beginning of the year;
SE: Number of stock at the end of the year.

Evidently dead stock are consumed by the .people and thus no provision

for that is needed.

The abovementioned method gives the following results:

» | No. of
-~ Offtake rate Stock

' Livestock | 79/80 |80/81 1980/81

Cattle 3% - 12%* | 221 865 * The sharp increase is attri-
o or butable to the death of

Sheep 19% _ 19% 503 827 70 000 due to drought in
Goats 18% 19% | 344 480 - 1980/81
Pigs - - 2 001** | ** This.includies ‘pigs slaughter-
Fowls 250 122 151 798 ed in the abattoirs only.

To calculate the value added for 1980/81 the. following prices are

assumed:

Table 11 :Value Added of Livestock -ih Iranskei .1980/81

o

Stock  |Offtake | Value per | Total Value
Unit (R) (R)
1 Cattle 221 865 306 67 890 690
2 Sheep 503 827 23 11 588 021
3 Goats 344 480 29 9 989 920
4 Pigs 6 0017 77 462 077 *This includes an estima-
tion for the pigs
5 5 .
Fowls 151 798 2.60 394 675 slaughtered in the
Total _ _ countryside, i.e. not
Value added . 90 325 383 v bought into the abattoir:

Source: a) 1980 Annual Report of the Veterin Secti f
of Agriculturé)and Forestry. ary section of the Dept.

b) bizeﬁtock prices obtained from the Transkei Meat Industries,
mcata.
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b) Hides and Skins: These are mainly purchased by the Agriculture

c)

Products Brokers (APB) and therefore a reasonable amount of
statistics are available in this regard. It is notable, however,
that there seems to be a considerable sale of hides and skins
which are not done through the APB.. This phenomenon is prevalent
mostly in the Northern Transkei where 43% of the potential hides
and skins in Transkei i s produced. Only 11% of this area's
hides and skins is sold to the APB. '

The follow1ng table shows the total weight and.total net amount

received by the farmers:

Table 12: Total Value Added of Hides and Skins in 1980/81

Hides Sheep skins Goat skins

Mass Value Mass Value Mass Value Total**

(kg) (R) (kg) (R) (kg) (R)

Year

1979/80 | 742563 | 339689 [247725| 159251 | 76284 | 84369 | 583309
1980/81 | 851292 | 248822%| 286811 | 164342 | 79716 | 36533%| 449697

* During the year 80/81 the price of hide and goatskln dropped
drastically.

** This is the net amount accrued to the farmers and is tantamount
to the value added of these products.
Hides and skins produced in Transkei are not of good quality. This
is mostly attributable to the age of the beasts, i.e. Transkeian
beasts (especially cattle) are usually kept for the complete life
span of the animal and the inappropriate way the farmers process
the hides and skins before taking them for sale. If these two
deficiencies are corrected, the value. added of these products could

increase considerably.

I3

Wool and Mohair: Wool, like hides and.skins,.is purchased by the

APB. The statistical data are, therefore, available in this area.
Moreover, because the. wool produced in Transkei, or in any region
for that matter, is easily recognisable, the volume of unrecorded
sales, i.e. smuggling, is marginal.. In other words, the following
figures. are reliable estimations of the actual contribution of this

product to the value added of the sector.
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Mohair and Wool Production and Income
Received by Farmers 1980/81*
Wool Mohair**
Year: Weight Voorékot Agterskot Total Weight| Value Total
(kg) | (R) (R) R) | (kg) | (R)
1979/80 [ 3020415 | 2044064 | 733931 2777995> 20000 {108200 | 2886195 -
1980/81 | 3008489 | 2247340 | 674825 | 2922165 | 20000 | 108200 -3030365

According to the trade policy of the APB, the farmer receives some

initial payment (voorskot) at.the time of delivery and the rest
(agterskot) is paid to him after the sale of the product, dependlng
on the grade of the wool.

*%

made by the APB officers.

Mohair is not handled by the APB and. these figures are estimates

d) Milk:

vtion must be made.

There are two types of milk production in Transkei. One
is commercial and. specialised milk production and the other is the
For the

farmer, statistics are available whilst for the latter an estima-

milk consumed by the owner, mostly in the rural areas.
Here it is assumed that 60% of cattle in Trans-
kei are cows, of which 25% become pregnant, i.e. produce milk.

Further, it is believed that due to the inadequate and poof quality
Thus

each cow, if it calves, can only provide 100.1litres of milk to.its

feeding the actual milking ability of cows is very limited.

owner.

The contribution of livestock in the form of milk is, thus calcu-
lated as follows:

Table 14: Value Added of Milk Production in Transkei 1980/81

Typé of production| Price Total Production | Total value added
_ per litre| 79/80 80/81 (80/81)

Commercial 35.5 939262 | 2392736 849 421.

Self-consumption 28.4 25832000 } 21383000 607 277 .

Total o 26632000 | 23775736 1 456 698
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e) Egqgs: As in the case of milk prodﬁction, the production of eggs
 in Transkei suffers from incorrect feeding of the hens. This
is further aggravated by the fact that due to cultural reasons

the Xhosa people do not consume eggs in any large quantity. .

Egg production is, however, estimated by assuming that 75% of the
fowls are hens and, on average, each hen lays 50 eggs per annum.

A total number of 46 855 400 is arrived at. At a price of 4 cents -
for each, the total contribution of this item. is R1 874 216. -

Forestry
Forests, in Transkei, are the main supplier of firewood for which

no estimate is in hand, because the people obtain their.firewood-eithér

- illegally from the forests or from special plantations free of charge.

—

4

As such no record is available. The quantifiable parts, however, are
the supply of timber to the saw-mills and furniture factories as well

as the revenue from various plantations and camping sites.

_VWhilst for the latter statistics are available at the Forestry Section
of the Department of Agriculture, for the former a value shall be

estimated, (see the following table).

Fishing

Whilst it is believed that Transkei has considerable fishing resources,
no concerted effort has been made for a workable scheme to exploit
these resources. The two existing fishing companies seem to operate
in circumstances without any control either on their exploitation or -
on that of tourists and others. Clearly this situation leads to a
rapid depletion of fish resources and an ultimate destruction of the
fishing industry. In the meantime, the lack of an effective control
on the illegél fishing discourages the operating companies which are
already constrained by the lack of proper coastal and inland infra-
structure. To make the fishing industry viable, close government-
private sector cooperation is required in order to establish requla-
tions with respect to the long run interest of the country and the short -

run viability of the private sector operation.

At present the contribution of this activity is composed of the share
of the two companies for which data are obtained and that of the
illegal fishing:for which an estimate is made, though a conservative

one. : . R I
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Crop production, Livestock, Forestry, and Fishing, constitute the

contribution of the Agriculture Sector to the GDP, e.g.

- Table 15: Value Added of the Agriculture Sector by Type

of Production 1980-81

\

Subsistence Modern iEconomy Total

Type of Production R1 000 R1 000 R1 000

1- Crop production 29 444 © 5115 34 559
2- Livestock v ' '

a) Meat 90 325 1 454 91 779

b) Hide and Skin* - 585 585

c) Wool and Mohair| -~ - 3 030 3 030

d) Milk : 607 849 1 456

e) Eggs 1 874 . - 1 874

3- Forestry 1 025 1 784 2 809

4- Fishing ' 56 82 138

TOTAL : 123 331 12 899 136 230

* A 30% is added to the APB figures to cover the part which is not sold
to the APB.

Mining and Quarrying

In terms of the production resources, the Transkei region is 'a poor
one. This is nowhere more evident fhan in the underground resources.
In spite of extensive prospecting, undertaken by a number of South ‘
African coirpanies, there has been no report of any economically viable
underground resource.. The contribution of this sector is, thus,
limited to a few quarries in Transkei of which one is exclusively ex-
ploited by the Department of Works and Energy (or its. contractors) for
the Department's construction projects. The value édded of the latter
one is included in that of the Department of Works and Energy." As

such its separate estimation is impractical.

As regards the rest, there remains two for which a value. added of
R211 562.00 is estlmated.(1) |

(1) There are a.few companies whose side business is quarrying. But no
estimation of their (quarry) activity could be made because:
firstly, most of them are not registered quarries, and, secondly,
their quarry business is so occasional that it could not be re-
garded as significant:
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VI.2.3 Msnufacturigg

Apart from small manufacturing enterprises operating in Transkei, the
bulk of big manufacturers are the agency industries which resulted
from the decentralization policies of thc South African Government.
As these establishments are supported by the Transkei Development
Corporation (TDC) it was possible to. obtain a complete list of them
for survey purposes. The estimates for this part are, therefore,
comprehensive, with a fairly low margin of error. Estimates for
the former enterprises were made by obtaining data through a business
survey, particularly conducted for the present study. The business
census taken by the Department of Commerce, Industries and Tourism
in 1979 was used as the bench mark, though adjustments had to be made

as the census was not comprehensive.

As regards the subsistence economy, it is, on principle, accepted
that only the household's processing of primary products for own
consumption be taken into account. Clothes and other articles made

_—from material purchased from the market economy are not brought into

" estimation. The value added of making other articles, for own

consumption, such as clay pots, mats,. garments, wooden furniture and
the like which are not manufactured from purchased materials may prove
substantial, but it is, with the available information, almost im-
possible to estimate with reasonable accuracy. Thus no estimate for
these activities is made. One exception however is the brewing of
sorghum beer which is by far the most prevalent manufacturing opera-
tion in the subsistence sector. Furthermore, as asserted by the
Department of Statistics, "the inclusion of this activity in the gross
domestic product is desirable because, with the expansion of the market
sector at the expense of the non-market sector a substantial part of

(1)

sorghum beer consumption will come from factory production".

In order to make an estimate for the production of sorghum beer it is

assumed that only Transkeians residing in rural areas brew it and each
household's production is, on average, 400 litres per year.(z) At a

‘labour cost of 7.5 cents per litre the value added of sorghum beer

production is estimated.(B)

(1) Gross Domestic Product of Transkei, 1971—1974, The»Departmeht of
Statistics. Draft Report, 1976.

(2) Sorghum beer is mainly consumed.during festivities, i.e. weddings,
birth. parties, after ploughing celebrations and the like.
(3) For detailed calculation see the annexure on 'Methodology'.
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VI.2.4 Electricity and Water

Information. concerning electricity and water were obtained from the
Department of Local Government for the urban areas,.i.e. through the
municipalities (see Annexure 1). The Department of Works and Energy
was also consulted in the case of.its generators and pumping plants,
boilers, etc. .... The Department of Works and .Energy has one hundred
electricity generators, operating. in hospitals, police. stations,
schools, and so on, and 124 pumping.plants, 33 boilers and 71 burners '
and 60 sewerage and filtration plants. The value added of this
section is limited to the labour remuneration only. The Transkei
Electricity Supply Corporation. (TRESCOR) was also.consulted in connec-
tion with its share in the supply of electricity. TRESCOR is a .
newly organised corporation which is. to.take over the activities of

Escom in Transkei.

In addition to the aboveméntioned sources of electricity supply there
are a number of private generators.as well. In recent years, with the
.—"sharp increase in the fuel price,‘the number of generators has de-
‘. creased. However, for these generators, no. value added is desirable
because usually the owner operates.the generator and as such no

remuneration is involved.

In the subsistence economy the fetching of water for the household
is an inevitable activity which requires much labbur, and its labour
‘requirement varies in terms.of locality. In the absence of any
reliable data, a conservative estimate is,made by assuming that on
averagé a member of the family spends 1.5 hours. per day for this pur-
pose. At R1.8 per day - which is a woman's wage in the rural area -

the value added of this activity is estimated.

VI.2.5 Constructiaon P

In the market economy of Transkei. very little construction is financed

by the private sector. This is attributable to a number of factors

(1)

of which the communal land holding is the prominent. »

(1) In 1981, there has been some adjustment. in the law according to
which foreigners, under certain.conditions,. could buy property in
Transkei. But due .to its limited scope, it is unlikely to stimu-=
late any private sector involvement in construction.
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The government sector, including. the government corporations, is
the major investor in this sector. The construction activities
are undertaken, usually, by private contractors of which the major
ones are South African companies. Up until very recently, these
companies did not even have any offices in Transkei and as such they
did not differentiate between their activities in the Transkei and
elsewhere and hence they were unable to furniéh,any information about
their construction activities in Transkei. Data theréfore.was
obtained from the government departments,Athe TDC and supplemented by
the information supplied by some of the private.contractors and that

of the University of Transkei Accouﬁting Section.

To estimate the value added of .the construction activities it is’
accepted that 40% of total expenditure accrues to the factors of

production involved.

In the case of non-market construction activities, the United Nations
recommendation, on the valuation of own-account construction of the
—traditional dwellings, is éccepted that: "the value. of the buildings -
: should be estimated at actual costs of materials purchased plus an
imputed value of labour used, based on the number of man hours spent
and the average agricultural wages in the. area. No attempt should be
made to estimate the value of materials used which are usually not
marketed, but the imputed value of labour used should cover the time

(1)

spent in gathering these materials". Based.on this principlehonly
an estimate should be made of the average. number of man-hours required
for the construction of the hut, because no other. input is marketed

by the peasants.

The construction of a hut in Transkei needs, on average, two months
labour at a wage rate of R60 per month, the total value added origina-
ted from the erection of a hut.amounts to R120.00. !

The number of huts erected during the year is estimated by assuming
that (a) the average life span of a hut is 20.years, and (b) each
household has, on average, three huts. The .number of households in
Transkei, according to a survey conducted for. the estimation of home-
stead production, is equal to 485 997. It follows therefore that

(1) United Nations document. ST/ESA/STAT 77. 9 May 1975. Par 4.143
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.72 900 huts are‘built during the year. The man-hours required are

calculated accordingly and then .the value added.originated thereof.

‘VI.2.6 Wholesale and Retail Trade, Catering and. Accommodationg Services

This sector is by far the most. important activity in the market
economy of Transkei. This is not only because of the sheer size of -
the sector but more due to.its roleAin‘the transformation of the
economy from subsistence to the market.economy. With the exception
of people living in the vicinity of towns,:transactions with the
local trader (village store), for the villagers, remain their major
participation in the market. economy. . Money as an institution toget-
her with credit as. a further supporting device are.utilized, if not -
introduced, through the local étore.. Thus this activity,.as a border
operation between the two economies, could have mixed blessings for
the development, and the.direction, of the subsistence economy'of.

Transkei.

__In the urban areas, on the other hand,. this sector involves activities

B in which the local entrepreneurs seek their investment opportunities.
In fact in the absence of a genuilne local'manufacturing sector, trade
remains the only activity from which .factor incomes.are derived. In
other words, in the present circumstances of Transkei, bridging South
African produces and Transkeian consumers. is rewarding.. More import-
ant, as the economy tends to become more and more monetised, the |
expansion of this sector is also moré likely. An additional factor,
favduring the expansion of trade, is that this sector requires less '

| sophisticated expertise than other economic activities. Little wonder,

- thus, that it has been rapidly expanding in recent years.

In spite of the importance for the .economy,. this sector, like most
other activities, is not well documented and/or properly. directed. The
dnly source_ o f information about businesses, is the Department of
Commerce and Industry and Tourism 1979 business census. This census,
as admitted by the officer in charge, is incomplete and reduires 25

to 30 per cent adjustment.

To collect data, therefore, a business. sampling .survey was conducted
in 1981 and the abovementioned .census information was used as bench
mark data, adjustments were made according.to the type .of business and

the accuracy of data in hand.. Also in some.cases provisions were made
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for informal and unlicenced operations.

VI.2.7 Transport, Storage and Communication

Through the aforementioned business survey, infdrmation‘Was:obtained
from transport companies, the Transkeian Airway Corporation and the

South African Railways office. The collection of data.from private-
taxis,Aunlicenced transport operations proved impossible and perforce

an. estimation had to be made.

The value added of the Department of Post. and Telecommunication was .

taken as the contribution of this.activity to the GDP.

VI.2.8 Financing, Insurance, Real Estate and Business Services

Similar to the other sectors, data were.obtained from various institu-

tions by way of sampling survey.

As regards home ownership; i.e. real estate, the Department of Local

Government was consulted in connection with the Public properties and/
-~ or Government occupied estates. VTo ihpute rent for such properties,

it is generally accepted that the rent should cover . the maintenance
_ expenditufe, and interest, i.e. depreciation.and interest.. The current

interest rates on mortgage bonds should be used to estimate the

interest on the funds invested by the government in these estates.

According to this formula the rent for Government occupied properties

was estimated.

In the case of private residential and business premises in the urban
areas, data on the number of houses and average rent in each town were
obtained from Rosmarin ELS & Taylor, Town and Regional Planners. These
were supplemented by the information. received.from some municipalities.(1)
- The value added of home-ownership in the urban area is thus estimated

1

accordingly.

The imputation of the income derived from home-ownership in the sub-

sistence econonmy 1is based on the concept. that the value added, derived

(1) The Rosmarin ELS & Taylor, Town and Regional Planners, have been
preparing urban plans for all the towns in Transkei. So far they
have prepared plans for all towns except Umtata and Butterworth.
Thus the municipalities of these towns were contacted in this
regard.
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from the traditional dwellings,.must be equal to.the current mainten-
ance cost and a provision for replacement. Because there is very
little, if any at all, purchased material there is no question of

(1)

interest on funds invested. To estimate the rent information on
the erection cost of a hut and its economic life is needed. As
mentioned before, under Construction, the.cost.of building a hut is
R120 and its economic life is 20 years. As the labour spent on the
maintenance of huts is tantamount to the.labour spent,bn the erection
of new huts, it is reasonable to assume a fental equivalent to the
annual depreciation of the hut, that is R120 over 20 years, i.e. R6

per year.

As mentioned in connection.with construction there are. 485 997 house~
holds, in the rural areas, each having three huts. The total imputed

rent is thus R8B 747 946.

VI.2.9 Community, Social and Personal Services

.—The value added of this sector_originates‘from the government (central
" and local), non-profit organisations and marketed services.. The sheer
size and involvement of the government calls for a separate account

from which its value added will be derived. The non-profit organisa-

tions and marketed services will be. discussed thereafter.

VI.2.9.1 The Government Sector

The compilation of a set of meaningful economic statistics, for the
economy of Transkei has to recognise the significant role of the
government in the economic affairs. That is, according to the form-
ally published statistics, the share of government expenditure equals
32 per cent of the GDP of the economy in 1977.(2) This, for the
purpose of the present study, means that a.comprehensive and accurate
calculation of government statistiecs can, to a great extent, increase

the reliability of the final accounts.

(1) This situation is changing slowly. Recently there has been a
tendency to erect dwellings with corrugated iron roofs, bricks,
etc. which require a fair amount of investment. This is not of
course to any large extent but it may develop to a rapid change
of taste in which case the imputation of the rent-must change
accordingly-.

(2) See Table 45, 1980 Statistical Survey of Black Development,
1981, BENSG, Pretoria.
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METHUDULUGY,WITH RESPECT TO THE PAST

As a concomitant of the establishment of the Legislative Assembly and
Government in Transkei, the preparation and publication of government
accounts were to be done.locally. The task was assigned to the
Department. of the Auditor General. - The compilation of economic
(National) accounts, however, remained. to be done by the Department
of Statistics of South Africa.

In 1972-73, the Department.of Statistics for. the first time.prepared
special "forms" to collect a detailed break-dowh of all expenditure

and revenue of the Transkei Government. These forms were based on

the then expenditure - revenue structure of the Government. The
Department of Statistics discontinued its collection of Transkeian
Government statistics after independence, i.e. 1976. Since then, the
compilation and estimation of economic statistics in a national account-
ing format ceased, though'Government expenditure-revenue statistics,

in its conventional budgetary structure,. were continued by the Depart-
~ment of the Auditor General.. Today the expenditure-revenue data of

the Government is computerised and a fairly detailed list of them is
available. This list, however, has shortcomings in that the data often
does not contain thé‘right type of information for national accounts.
For instance, salaries and wages not paid from.Subhead A of the budget
votes are not shown. This clearly creates problems for the estima-

tion of value added of the sector.

To gather statistical information from the Auditer-General about the’
various departments, a new set of "forms" had to be. designed to en-
compass the recent items in expenditure-revenue of the Governmentgj)They
are basically structured in a way to cover all items and, at the ;ame
time to follow the sequence. of expenditure-revenue of government depart-
ments as they appear in the Auditor-General.classificdation of items.
This eases the tasks of filling in the forms and also prevents any
misinterpretation by the person in charge. Some reclassification

and adjustments have to be done.subsequently.in order to éxtraqt the
relevant values for national aécounting_structure., Alternatively a
coding system could be adopted to facilitate.the collection of different

components of an aggregate value.

After obtaining.the data from the Auditor-General, a set of accounts

(1) A complete set of these forms is attached to the annexure on
'Methodology'.
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for the General Government was envisaged, i.e. Table No.30 . To

compute various components. of this table, two sets. of accounts had

to be made:

A:
B:

Expenditure Accounts, Tables

Income Accounts, Tables

A - Expenditure Accounts

a.1)

a.2)

a.3)

a.4)

Consumption Ekpenditure: This category is compbsed of all
recurrent expenditure of the government that is not of a
capital nature. Included, thus, are Salaries, Wages &
Allowances, i.e. Table 17, Subsistence and Tranéport, i.e.
Table 18 ,'Postal Telegraph & Telephone Services, i.e. Table 19,:“
Printing, AdVertisements;& Publications,:i.e. Table 20.., and

Miscellaneous & Recurrent Expenditure, i.e. Table 23.

Subsidies and Grants to Institutions

Table 21 shows the contribution of each Department to this
account. The two main items are a grant to the University of
Transkei by the Department of Education and the.contribution

of the Department of Commerce, Industry and.Tourism to the

‘public corporations, predominantly to the TDC.

Transfers to households from different Departments are shown
in Table 22. '

The last item in the Expendifure side of the account is a
balancing measure which is equivalent to savings of the govern-
ment after provisions for depreciation and inventory revalua-

tion is made.

B - Income Accounts

Government revenues from various sources are summarized in
Table 30 . To complete the table of Government Expenditure -
Revenue, items of this table are clustered in Tables 23 o 29.
Although most of the items are conventional sources of income

for the government, some explanation is necessary.

General Levy

It is a lump sum of R10,00 p.a..paid by every married man. it
used to be R1,00 and was changed in 1978.
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General Tax

This is the same "Poll Tax" which used to be collected by the
(1 '

South African government.. Although the Transkeian govern-
ment, after independence in 1976, asbolished this tax, there
seems to be a flow of arrear poll taxes accruing to the govern-
ment. Table 24 shows the collection of this tax from various
districts of Transkei. This revenue is expected to diminish

every year.
Local Tax

Local Tax is paid by married men. Every Transkeian married man
has to pay R10,00 per wife. Prior to 1978 it used to be R1,0Q "'

per wife.

General Stock Tax

_ It is a tax imposed on the ownership.of livestock. The follow-

ing table shows the tax rate for different types of livestock:

Table 16: Livestock Tax Schedule in Transkei 1980/81

Livestock’ Tax p.a.
Cattle : R2-00
Goat, sheep, etc. R0O-50
Donkey ' R5-00
Horse ' R5-00

Special Tax

This is a tax imposed on unmarried Transkeian males, i.e.
R10,00 p.a. '

General Tax from South Africa

This amount is a transfer from the.South African government to

the Transkeian government. Each.of the homelands receives a

(1) - It was R2-50 per head.
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certain percentage of the total general. tax collected in the
homelands from the Republic. of South. Africa. . In the case of

Transkei, for instance, it.is 21% of the total.

Rand Currency circulation

As the South African Rand.is the currency in circulation in
Transkei, the government.receives some compensation from the
Reserve Bank of South Africa. The volume of the tompeﬁsation
is calculated by the Reserve Bank, based on the,total-amount of
the currency in circulation in Transkei. " No mutually accept-
able formula has yet been developed according to which this
item can be calculated. The Transkeian Authorities, therefore;_
have to negotiate over their.share with the Reserve Bank every'

(1)

year.

Budgetary Assistance from the Republic of South Africa

This is the biggest source of revenue for the Transkeian govern-

ment. Prior to independence, it was called the Statutory

(2)

Assistance to Transkeil.

(1) For a detailed discussion see Chapter VIII.
(2) 1Ibid.
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Table 17: Transkei Government Expenditure on Salaries, Wages
and Allowances (80/81)%

VOTE DEPARTMENT EXPENDITURE
1 Prime Minister 332 917
2 Agriculture & Forestry 6 769 512
3 Auditor General 426 673
4 Defence 2 567 919
5 Education 53 275 052
6 Finance 777 182
7 Foreign Affairs 571 985
8 Health and Welfare 22 815 605
9 Interior & Social Services 2 697 685
10 Justice 1 314 820
11 - Local Government & Land Tenure 681 488
12 Commerce, Industry & Tourism 600 370
- 13 _Police ' 789 041
14 Post & Telecommunications 2 778 196
15 Prisons 2 566 723
16 ~ Public Service Commission 493 153
17 Transport 687 250
18 Works & Energy 2 790 845
TOTAL 108 936 416

¥ Salaries and wages paid. under subheads other than
(subheads) "A"™ are not included.

Source:

Data obtained from the Auditor-General's Office,
Expenditure Section.
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Tabie 18: Transkei Government Expenditure on Subsistence
and Transport 1980/81

VOTE DEPARTMENT. _ ’ . EXPENDITURE

1 Prime Minister ) 256 828

2 Agriculture & Forestry 2 369 079

3 Auditor General : 16 789

4 Defence - 57 578

5 Education ' 455 651

6 Finance 90 615

7 Foreign Affairs | | 248 567

8 | Health and Welfare 2 291 227

9 Interior & Social Services 315 374

10 Justice : 113 044

11 - Local Government.and Land Tenure 113 203

12 Commerce, Industry & Tourism L 107 497

— 13 Police ' ‘ 2 197 464
" 14 Post & Telecommunications 446 174
, 15 Prisons . 266 087
16 Public Service Commission | 7 574

17 Transport ' ‘ 163 652

18 Works & Energy ' v v 612 673

TOTAL 10 129 076

Source: Data obtained from the Auditor—General'S Office,
Expenditure Section.
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Table 19: Transkei Government Expenditure on Postal,
Telegraph & Telephone Services 1980/81

1

VOTE | DEPARTMENT : 1 EXPENDITURE

1 Prime Minister ) 20 991

2 Agriculture & Forestry 55 666
3 Auditor General ' 9 158

4 - Defence : | _ ' 25 732

5 Education ' 74 957

6 Finance - ' 29 764

7 Foreign Affairs 59 104

8 Health and Welfare . . ’ . 167 691

9 Interior & Social Services _ 30 437

10 Justice 51 184

11 - Local Government & Land Tenure : 11 446

12 | Commerce, Industry & Tourism 19 128

— 13 Police - 90 484
' 14 Post & Telecommunications 134 491
15 | Prisons A 12 652

16 Public Service Commission . 6 259

17 Transport B 22 858

18 Works & Energy o : 54 326

TOTAL 881 328

Source: Data obtained from the Auditor-General's Office,
Expenditure Section.
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Table 20: Transkei Government Expenditure on Printing,
Advertisements. and Publications 1980/81

VOTE | DEPARTMENT " EXPENDITURE
1 Prime Minister ) . 56 389
2 Agriculture :& Forestry 43 306
3 Auditor General © 269 .
4 | Defence . - 10 778
5 | Education 318 287
6 Finance 56 470
7 Foreign Affairs . ' 16 770
8 Health and Welfare : ' 285 014
9 Interior & Social Services 715 762
10 Justice 31 275
11 Local Government & Land Tenure 6 875
_ 12 Commerce, Industry & Tourism 42 225
— 13 | Police - ' 25 205
’ 14 Post & Telecommunications 157 764
15 | Prisons : 16 812
16 Public Service Commission 1207
17 Transport _ ' ' 27 194
18 | Works & Energy -~ 16 586
TOTAL 1 828 182

Source: Data obtained from the Auditor-General's Office,.
Expenditure Section.
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Table 21: Transkei Government Expenditure on Subsidies
and Grants to Institutions* 1980/81

VOTE DEPARTMENT -} EXPENDITURE

2 Agriculture & Forestry 4 583 897

5 Education - R 9 986 129

9 Interior & Social Services 10 316 898

11 _Local Government & Land Tenure 331 032
12 Commerce, Industry & Tourism 3 934 154%*

TOTAL 25 026 610

* This category does not include Government assistance for
capital purposes. For instance, Government grant to the
University of Transkei for recurrent expenditure is in-

"cluded and for "capital expenditure" is excluded.

** Incentives for the "Establishment of Industries" are included.

Source: Data obtained from the Auditor-General's Office,
Expenditure Section.

Table 22: Transkei Government Expenditure on Transfers
to Households 1980/81

VOTE DEPARTMENT » ' EXPENDITURE
1 Prime Minister , 739 957*
2 Agriculture & Forestry 654 739
5 Education : 401 535
8 Health and Welfare : 8 532 858
9 Interior & Social Services 30 604 930
10 Justice 265 062
16 Public Service. Commission ,13 928
TGTAL 41 213 009

* This is basically salaries. and presentations to chiefs
and headmen. , :
Source: Data obtained from the Auditor-General's Office,
Expenditure Section.
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Table 23: Transkei Government Expendlture on Mlscellaneous
and Recurrent.Expenditure* 1980/81

VOTE DEPARTMENT . EXPENDITURE
1 | Prime Minister . 1 286 989V
2 | Agriculture & Forestry 15 973 352
3 Auditor General 1417
4 Defence . 2 090 089
5 Education : 1 062 627
6 Finance | 38 995 592
7 Foreign Affairs ' 364 203 '
8 Health and Welfare 6 542 989
9 Interior & Social Services 303 175
10 Justice ‘ 79 494
11 Local Government & Land Tenure 1 713 708
12 . | Cbmmerce, Industry & Tourism 1 055 067
- 13 Police ' : 507 533
g 14 Post & Telecommunications 902 895
15 Prisons . 838 963
16 Public Service Commission 204 721
17 Transport ‘ 5 705 803
18 Works & Energy o 28 210 855
TOTAL 1105 840 955

* Current expenditure on goods and services of a non-capital
nature; (Subsidies and other types of transfers are excluded)

(1) Included are financial assistance to Regional and Tribal
Authorities: i.e. 42 875, Legislative Assembly: 737 050
and Security Intelligence: 483 000

(2) Expenditures of a capital nature are excluded, i.e.
.Purchase of plant and machinery.

Source: Data obtained from the Auditor-General's Office;
Expenditure Section.
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Table 24: Taxeé Received from 28 Districts of Transkei
(April 1980 - March 1981)

, General Employee's Provisional
District Tax Tax Tax Total

- Code: (3501) | Code: (3502) | Code: (3503)
1. Bizana 21 352 11 571 50 207 83 131
2. Butterworth 1 244 751 611 604 223 1357 .078
3. Elliotdale 1 328 1 088 27 833 30 250
4. Engcobo 31 890 44 767 324 469 401 126
5. Flagstaff 2 167 2 618 22 170 26 956
6. Idutywa 3 496 27 834 241 304 272-634
7. Kentani 10 802 ‘ 3 770 31 172 45 744
8. Libode 1 750 1 488 8 218 11 457
9. Lusikisiki 3 662 .83 073 121 171 207 907
10. Matatiele 57 445 1 758 40 809 100 013
11. Mount Ayliff 19 318 B 436 12 328 40 083
"12. Mt Fletcher 1 749 1 064 43 629 46 442
13. Mt Frere 2 281 27 452 21 940 51 674
14. Mganduli 3 626 2" 877 21 957 28 460
15. Nggeleni 14 481 5 069 46 613 66 164
16. Ngamakwe 1 359 459 26 023 27 842
17. Port St Johns 19 527 21 792 13 661 54 981
18. Qumbu 10 431 8 079 47 466 65 978
19. St Marks 1133 7 988 81 449 90 571
20. Tabankulu 2 998 1 493 35 584 40 066
21. Tsolo 2 692 4 488 105 538 112 719
22. Tsoma 8 277 1915 24 354 34 546
23. Umtata 323 6 629 383* 8 250 363 14 880 070
24, Umzimkulu 278 107 605 © 41 777 149 661
25. Willowvale 36 146 1 520 105 438 143 105
26. Cala 40 2 306 35 479 37 825
27. Lady Frere 279 4 819 it 105 664 ' 1&0 763
28. Sterkspruit - 23 262 36 906 60 169
Total 260 073%* 7 789 597 10 527 759. 18 577 429

* All public service income tax is subtracted in Umtata and thus this
item does not represent only Umtata. '
** Due to some local (and central) refunding of debits this item received

by the government is, in fact, much less.

(See Table 30 ).

Source: Data obtained from the Auditor-General's 0ffice, Revenue Section.
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Table 25: Transkei Government Income. from Direct Taxes 1980/81

Source Income (R)

1. Employees' tax 7 789 801
2. Provisional tax : 10 527 759
3. General levy : 2 701 105
4. Licences 228 788
5. Immovable Property tax ' | 811 449
6. General Stock tax 1 996 718
7. Income tax ' 358 705
Total 24 414 328

Source: Data obtained from the Auditor-General's Office,
Income Section.

Table 26: Transkei Goverhment Income. from Current Transfers
Received from Households* 1980/81

Source Income (R)

1. General tax v _ 260 073
2. Local tax ' 2 395 123
3. Fines & Forfeitures - 569 172
4. Special tax - 1 570 482
Total 4 794 852

* This category includes all transfers enacted on
an ad hoc basis

Table 27: Transkei Government Income from Transfers Recelved from
' South Africa* 1980/81

Source ' Income (R)

1. General tax from South Africa 13 238 686

2. Rand currency-circulation 3 166 333
3. Budgetary Assistance from the

Republic of South Africa 118 378 000

Total 134 783019

* Loans received from the South African public and
private institutions are excluded
Source: The data for the two above tables obtained from
the Auditor-General's 0ffice, Income Section.
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Table 28: Transkei Government Income from Property 1980/81

Source , , Income (R)

1. Rent of State property 688 187
2. Forest REvenue v 2 297 873
3. Interest ' 2 141 471
Total : 5 127 533

Source: Data obtained from the Auditor-General's Office,
Income Section.

Table 29: Transkei Government Income from Pro rata charges

1980/81

Source : Income (R)

1. Quitrent : : 83 861
2. Stamp duties & fees 509 249
3. Estate duties . 86 933
4. Transfer duties 41 421
5. Motor vehicle tax 1 644 632
6. General Sales Tax ' 11 226 444
7. Customs & Excise* ‘ 119 704 000*
8. Post Office Revenue . .5 886 948
9. Departmental & Miscellaneous 16 367 567
Total 155 551 055

*0Owing to the functioning of the Common Custom, this
item is more of a Transfer from abroad.
Source: Data obtained from the Auditor-General's Office,
' Income Section.
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Table 30: Transkei Government Revenue for the year 1980/81

Head of Revenue Amount Paid (Rand)
1. General Tax (3501) 31 859 141
1.1 Poll tax 101 735
1.2 Employees' tax (3502) 7 789 597
1.3 Provisional Tax (3503) 10 528 486
1.4 R.S.A. General Tax L] 13 439 118
1.5 Post Office Employees' tax 204
2. Local tax (3601) 2 395 123
3. Quitrent (3701) ‘ 83 861
4. General levy (3601) " 2 701 105
5. Licences (3901) | 228 788 -
6. Stamp duties and fees (4001) 509 249
7. Estate duties (4101) B6 933
8. Fines and forfeitures (4201) 569 172
9. Rent of state property (4301) 688 187
10. Forest Revenue (4401) 2 297 873
11. Transfer duty (4501) ’ 41 421
12. Motor Vehicle tax (4601) 1 644 632
13. Immovable property tax (4701) | 811 449

14. Tea revenue (4801)

15. Phormium tenax revenue (4901)

16. Interest (5001) - 2 141 471
17. General stock tax (5401) _ 1 996 718
18. Special tax (5501) 1 570 483
19. General sales tax (5601) 11 226 444
20. Rahd,curfency circulation (5701) 3 166 333
21. Custom and Excise (5801) 119 704 000
22. Post Office Revenue (7101) 5 886 948
23. Income tax (7201) A 358 705
24. Department and Miscellaneous Receipts (7301) 16 367 567
25. Budgetary Assistance from RSA (8201) 118 378 000

TOTAL 324 713 614

Source: Data obtained from the Auditor-General's Office, Revenue
Section. :
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To calculate the total value added. of the government of Transkei,

wages and salaries paid from subheads other than subhead Armust be

estimated.

O0f course only.some government departments have such

items in which case they are consulted and the following tables are

- constructed accordingly.

Table 32: Wages and Salaries Paid by the Department of Agriculture
and Forestry from subheads other than A, 79/80 and 80/81

79/80 (R)

SECTION - 80/81 (R)
Animal Health Section 776 640 792 960
Animal Husbandry (H) 620 700
Engineering (3., F,) 1 001. 364 1 100 400
Forestry .2 816 723 3 095 300

TOTAL 4 595 347 4 989 360

~ Table

33: Wages and Salaries paid by the Department of Health from

subheads other than A. 79/80 and 80/81

SECTION 79/80 (R) 80/81 (R)

2
Community Clinic nurses (K) 49 060 31 965
Health Officers employed by )
Municipalities (K2) 3 759 15 298
Casual Labourer (H1). 213 746 240 163
- TOTAL 266 565 287 426

Table

34: Wages and Salaries paid by the Department of Education

subheads other than A.79/80 and 80/81

from

SECTION 79/80 (R) 80/81 (R)
Efata (H1) 43 073 62 755
Ikhwezi (H2) 48 705 77 075
1 Bureau for Xhosa language
and Culture (Eq) N/A 10 800
Compilation of Xhosa Englisht
Afrikaans Dictionary at Fort N/A 8 000
Hare _
TOTAL 91 778 158 630
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Table 35: Wages and Salaries paid by the Department of Works and
Energy from subheads other than A,79/80 and 80/81

REGION “Amount (R) 1979/80 Amount (R) 1980/81
‘Dalindyebo 1282 422 ° 1 129 538
Emboland . 458 682 402 587
Emigrant Tembuland 325 591 301 406
Finge 423 471 | 411 470
Gecaleka 636 962 ' 570 126

| Nyanda 369 706 ' 330 529
Maluti - 362 161 362 138
- Qau Keni , 578812 505 162
Umzimkulu - 237 397 218 290
Glen Grey 284 669 236 780
Sterkspruit - 172 510 177 688

- TOTAL RS 132 383 R4 645 714

Table 36: Total Salaries and Wages paid from Budgeted Subheads
: other than subhead A, 1979/80 and 1980/81

DEPARTMENT 79/80 (R) 80/81 (R)
Department of Agriculture and Forestry 4 595 347 4 989 360
Department of Education ' 91 778 158 630
Department of Health 266 565 287 426
Department of Works and Energy 5 132 283 4 645 714

TOTAL 10 085 973 10 081 130

In the case of local authorities, the records of the Department of Local
Government are studied and supplemented by the information‘received
from few municipalities in order to determine their factor payments

(see Annexure).
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f

The total value added of the Transkei.Government and that of the Local

authorities together with the factor payments . of the. Transkei Develop-

ment Corporation (TDC) constitute the share of Public Administration
in the GDP, e.g. |
Tahle 37:Value Added of Transkei Public Administration 1980/81

Source of Factor Payments Amount R1 000
1. Salaries and Wages paid from
subhead A* ' 32 846
2. Salaries and Wages paid from . ,
other subheads 10 081
3. Interest on Public Debt ' 12 536
Factor Payments of Local
Authorities 2 415
5. Factor Payments of the TDC 7 815
TOTAL 65 693

* This excludes salaries and wages of the Department of
- Education and the Department of Health and Welfare as
they are included in their respective sector below.

VI.2.9.2 Education and Health Services

a)

b)

Education services: The factor payments of the Department of
Education together with that of the University of Transkei make

up the total value added of the Education sector.(1)

Health services: According to the Departmentbof Health.and Welfare,
there are 60 private.medical doctors and 294 doctors who are employ-

ed by the Government working in the hospitals. The factor payments

of the Department of Health and Welfare include the later group and

for the former, information is obtained through the business survey.

In addition to these groups, there are a number.of herbalists whose

factor payments are estimated with.respect to the data collected in

the survey.

(1) Education in Transkei, is the result of inadequate.attention in the

past and inefficient administration.at present, faces numerous
problems which cannot be discussed here.. In fact these issues re-
quire an independent study. Some of these problems are however
discussed in a paper by .Professor.W. .Thomas and M. Makwane. See
"Transkei Educational .Trends", July 1981, IMDS Fact Paper 2-18.
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VI.2.9.3 Non-Profit Organisations and Marketed Services

Information concerning the number of churches, church schools and
hospitals, religious organisations and other non-profit. institutions
were obtained by consulting these organisations. Their factory pay-
ments were. estimated through a sampling method.. In the case of
marketed services, i.e.. dry cleaners, hair-dreséers, undertakers and
so on, the statistics of the Department of Commerce, Industries and

Tourism were used as the bench mark data for the collection'sémples.

As many services like hairdressing and beauty tfeatment, traditional
rituals and feasts, funerals and mutual assistance, are practised

within the subsistence economy on a reciprocal basis (with pay),_no _
estimation is made for them. ‘However, as the Department of Statistics
remarks, "for comparison of welfare over time and between developing
and developed countries it is ... important to take into consideration

(1)

the scope and change in such non-market. services™

V1.3 ‘//,The Gross Domestic. Product of Transkei 1980

The Gross Domestic Product of Transkei is thus arrived at by aggre-

gating the contribution of all sectors discussed thus far, e.g.:

(1) This Department of Statistics of South Africa, "Draft Report of
Gross Domestic Product of Transkei 1971 to 1974", Published 1976,
p.27. :
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Table 38: The GDP of Transkei by Type of Economic Activity 1980/81

Type of Activity Subsistence Market Total GDP
| Economy Economy (R1 000)
(R1 000) (R1 000)

1. Agriculture,forestry

and fishing 135 664 12 899 | 148 563
2. Mining and quarrying - : 212 212
3. Manufacturing 14 580 27 800 42 380
4. Electricity and water 164 1 666 1 830
5. Construction 8 748 11 900 20 648
6. Wholesale and retail |

trade and catering
and accommodation ‘
services - 134 426 134 426

7. Transport, storage

and communication - 4 17 089 17 089

8. Financing, insurance,
real estate and- :
business services 8 748%* 18 676 27 424

9. Community social and
personal services

a) Public administra-

tion¥** - ' 65 693 65 693

b) Education services - 55 900 55 900
c¢) Health services - : 27 036 27 036
d) Other services - 6 302 6 302
Total 4 167 904 379 599 574 503

* This includes only home-ownership in the rural areas

**¥ The value added of the TDC is also included.
The GDP of Transkei, in 1980-1981, thus consists of 31% subsistence
economy, and 69% market economy. ' In comparison with 1977, the share
of the subsistence sector has decreased by 15% and concurrently the .
share of the market economy has increased by the same percentage.
Transformation of this type is a well-acknowledged phenomenon in the
developing countries and by the international standard of the develop-
ing countries, at their early stages of transformation, a transition

rate of under 5% for the Transkei economy is rather mild.
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it should be noted that the GDP of Transkei as estimated above, does
not represent the real production capacity of the Transkei region.
This is because included in the GDP are certain.sectors the value
added of which is not in fact originated in Transkei.
That is the total value added of

(i) the Public Administration,

(ii) the Health and Education Services,
and part of the value added of

(1) the Transport, Storage and CommuniCafibn,Sector,

(ii) the Construction Sector and
(iii) the Electricity and Water sector
are paid from the Transkei Government Budget.of which 74% is financed-“
by external sources in 1980. ‘ '

As illustrated in Table 30ihe external sources of government revenue in

1980 were:
(R1 000)
(1) Budgetary Assistance from the Republic
of South Africa . 118 378
- (2) Rand Currency circulation 3 166
: (3) Custom and Excise 119 704
Total(V 241 248

The fact that these external injections (R241m) have been in one way or
another included in the factor payments of the GDP, means that 241/547=44%
of the GDP of Transkei in 1980 was externally originated. Or, only 56%
of the GDP was attributable to the locally generated factor paymehts,
i.e. R306m.

Even if one assumed that (2) and (3) were in fact related to the domestic
economy of Transkei, the Budgetary Assistance from.the Republic of South
Africa would represent 118/547: 22% of the GDPtsf In other words only

78% of the 1980 GDP (R427m) was generated, directly and indirectly, by
the local economy of Transkei. _ ‘

The above should be taken into.acbount in any analysis.of the production

(2)

capacity of the economy of Transkei.

rd

(1{ This does not include R50.5m which was transferred to Transkei under
capital aid from the RSA. Over .R30m of this transfer could not be
utilized for the 1980/81 financial year. Thus it was not included here.

t
L
i

(2) One could take the argument further to trace-the share-of the GDP of
Transkei which is attributable to the migrant labour remittances. Wwitl
the existing data on the remittance ratio (or the total remittances).
such quantification would become too arbitrary to have any real meaning.

(3) Included in Custom and Excise is a 42% ‘raising factor' which is an ad
hoc transfer from the RSA 1.e. R35.4m in 1980. This plus the Budgetarv
Assistance from the R3SA would represent 153/574=26.77% of the GDP in
19280. Thus. the lncelly originated GDP of Transkei in 1280 was in Tact
R420720000. i.c. 74.23% of the Calculated GDP & Page 116,

- . - - -

A
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VI.4 The Gross National Product (GNP) of Transkei 1980-81

By definition, as explained in the first part, the GNP is the sum

of the GDP and foreign factor.receipts minus foreign factor payments.

External factor receipts in Transkei consist, mainly, of migrant labour
remittances and commuters' earnings. Like. all other . spheres, there .
is very little substantiated demographic information available from
which the number of migrant labour and commuters.could be obtained.
Thus recourse has to be.made to the exiéting_institutions concerned
with the issues, such as the recruitment agencies of the South African
Chamber of Mines and the Department of Interior of the Transkei Govern-
ment. These sources, however, provide labour information which is

not consistent.

As regards the migrants' remittances there is,}iytlefrécentJdaté'ahd the
available information is merely an adjusted.revision of the old
statistics. Once again, different researchers have supplied differ-

(1)

_ent estimates, the reliability of.each is equally in doubt.

Taking these into account an estimation is made below:

(1) See the previous discussion on 'The Weakness of Existing Data'.
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Table 39: Transkei Factor Receipts from the Republic of South Africa

1980-81
Source of Month of Average Annual Total No. Total
Receipt Employment | Wage p.m. | Earning | of Workers | Receipt
D.a. (R) (R) R1 000
1- tigrant 9.5 175 1662.5 | 345 116 573 755
abour : .
2= ommu- 12 65 780 9 968 7 775
ers ]
TOTAL - - - 355 084 - | 581 530 |

Source: (a) Number of Migrantsbobtained from,.the Transkei Development
' Review 1981, Vol. 1, No. 2.
(b) Length of employment and average wage were provided by
the labour recruiting organisations in Umtata.
(c) Number of Commuters were estimated on the basis of
the 1980 BENSO Statistics. ‘
Foreign factors payments in Transkei is not, by any standard, consider-
able. In fact, the bulk of it consists of the interest paid on the
public debt. An estimation, however, is made of salaries and other
factor payments to the Republic of South Africa. The information is

obtained from the business survey of 1981.

Table 40: Transkei Factor Payments to the Republic of South Africa
1980/81

Source of Payment Amount (R1 000

Private Sector

Salaries and other factor payments 542
Public Corporations
Salaries and other payments 691
Government

Interest on public debt _ 12 536

TOTAL , 13 769
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The GNP is therefore equal to:

Table 41: The GNP of Transkei 1980/81

GDP at Foreign Foreign GNP at GDP as a
Factor Factor Factor - Factor Percentage
Cost Receipts Péyments Cost of GNP

(R1 000) (R1 000) (R1 000) (R1 000)

547 503 +581 530 { -13 769 =1 115 264 49.1%

To derive the GNP at market price, the net indirect takes are added
to the GNP at factor cost, that is

Table 42: The GNP of Transkei in Market Price 1980/81

GNP at Indirect Subsidies GNP in Market
Factor Taxes (R1 000) Price
Cost - (R1 000) (R1 000)
(R1_000)

) M15264 |+ 133297 -5689 - = 1242872

The National Income of Transkei 1980/81

To arrive at the national income, an estimate for the depreciation of
assets is required. The quantification of the wear and tear of the
existing capital stock provides a measure of the porfion of GNP which
is necessary to maintain the productive capacity of the econ?Tg. -In
This

is mainly due to inappropriate use of machines, lack of proper super;

Transkei, wear and tear of capital stock is relatively high.

vision and inadequate maintenance.

Generally there seems to be a lack of concern for depreciation as a cost
of production or operation. Naturally then there is very little data
available on depreciation, both in the private and public sector. For
instance the Auditor-General's (of the Government of Transkei) report
does ndtﬂinéludeyeither depreciation or capital stock estimates. In
such circumstances the quantification of depreciation is laborious

and subject to revision. To make an estimate for depreciation in 1980:

(1) The fact that the depreciation ratio in Transkei is higher than
South Africa is suggested by the insurance companies in Transkei
as well as by the economic adviser of the Department of Finance
of Transkei. '
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(a) It is assumed that the maintenance expenditure in the
~ government accounts is equivalent to the depreciation

- of capital stock used by the government.

(b) Similarly the repair ocutlay of the public corporations,
as revealed in the 1980 Business Survey, are taken as

equal to their capital consumption allowance, and

(c) an estimate is made for the wear and tear of the private
sector stock of capital based on the data collected in
the 1980 survey.

The results are ‘summarized in the following table, e.g.
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Table 43: Estimates of the Capital Consumptioh Allowance in
Transkei 1980 '

Public Public Private Total
Sector Corp's Sector
Depreciation
(R1 000) 26. 962 377 7 613 34 952
Percentage
of total 77% % 22% 100%

These estimates are rather conservative and do not include the de-
(1) Yet they differ widely
from the depreciation estimates of BENSO. In fact BENSO's deprecia-

preciation of the Traditional dwellings.

tion estimates, for the 1970-1977 period, are simplistically erroneous.
Firstly the estimates are increased quite arbitrarily, from 1.2

million in 1970 to 4.3 million in 1977.(2) These represent 0.57%

“and 0.52% of the GNP in 1970 and 1977 respectively. Secondly the
depreciation GNP ratio is usually in the industrial countries,
approximately 10% of the GNP. In the less developed economies, the
depreciation increases mare than the GNP as the economy undergoes
structural changes, from the subsistence to market economy. Obviously
the BENSO depreciation estimates neither accords with the conditions

of a developing economy nor are they -objectively computed. Conseduent—

(3)

ly the net national income estimates of BENSO are deficient.

In 1980 the national income of the net national product (income)
(NNP or NNI) of Transkei using the aforementioned estimate for deprecia-

tion is:

(1) The traditional dwellings are very seldom repaired. Instead when

- a mud hut is worn out, it is replaced by a new one, i.e. on aver-
age after 20 years. This, however, does not mean that the hut
does not have any depreciation. :

(2) These estimates are R1.2 million, R1.8 million, R2.1 million,
R2.5 million, R3.0 million, R3.6 million and R4.3 million for
1970, 1972, 1973, 1974, 1975, 1976, and 1977 respectively. (See
BENSO Statistical Survey 1979, Table 35 and 1980 Table 53).

(3) For discussion see Chapter V, V.3, B.
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Téble 44:  The National Income of Transkei at Factor Cost 1980-81

GNP Depreciation NNP or NNI
(R1 000) (R1 000) " at factor
price
(R1 000)
1 115 264 - 34 952 = 1 080 312

To derive the national income at.market price, the total indirect
taxes paid over the same period should be added to the NNP (NNI)

at factor cost.. This is calculated below:

Table 45; The National Income.of Transkei. at Market.Price 1980-81

NNP (NNI) At Indirect Subsidies National Income
Factor Cost Taxes , at Market Price
(R1 000) (R1.000) | (R1 000) (R1 000)
’ 1 080 312 £133 297 | - 5689 | 1 207 920
VI.6 Capital Formation in Transkei 1980

The production capacity of the economy is closely related to the size
of the existing capital stock. By the same token, the growth of the
production capacity depends on the rate at.which the existing capital
stock is increasing. From a national accounting point of view a
minimum capital formation is necessary to compensate for the wear and
tear of the existing stock of capital. Over and above that, any
capital formation would add to the production capacity of the economy.
The optimum rate of capital formation differs from one economy to
another. Factors such as the capital labour-ratio, capital-output
ratio, structure of the economy and the rate of growth of the labour
force would determine the reqUired capital formation for maintaining

the labour and commodity markets in balance.

To estimate the capital formation.in Transkei for the 1980 period,
the economy, as in the case of depreciation, is divided into

three sectors for which estimates are made separately, e.g.
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Table 46: 'Gross and Net Capital Formation in.Transkei 1980/81

Public Public Private Total Net
Sector | Corporations | Sector Capital *
Formation
Amount ‘
(R1 000) - 10 526 5 845 80 304 | 96 675 61 723
Percentage 11% % 83% 100% 64%
of total

* Net capital formation is the gross.capital formation minus the
capital consumption allowance (depreciation).

VI.7  Other Aggregates

As discussed in Chapter II, a complete set of national accounting
statistics includes estimates for Personal Income and Disposable
Personal Income. These éstimates,.by definition, require data on
contribution to social schemes, undistributed profit, corporate profit
—"" taxes, net interest paid by the gbvernment to people, and the like.

" For the reasons previously mentioned, informafion on these measures
are neither readily available nor easily -obtainable in Transkei.
Furthermore the inclusion of these items changes the national income
of Transkei only marginally, though their data collection is costly

and laborious. Thus no attempt is made to estimate them for 1980.

vl.8 Evaluation of the estimates

The 1980 estimates, as calculated in this chapter, are derived from

the information obtained from:

(a) records of various departments. and corporations

(b) the Business Survey 1981 conducted mainly for this purpose, and

(c) permutation of certain values based on the available relevant
data. '

As regards the first category, only the data obtained from the
Department of Agriculture and Forestry, concerning crop production,
are likely to be miscalculated. Otherwise the margin of error in

the case of other accountsis negligible.

In the case of the Business Survey, it is widely diagnosed that

people in general, and businessmen in particular, are invariably
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sénsitive to ahy question pertaining to their income, revenue,

profit and saving. Depending on the. circumstances, their answers
are either over-estimated or underestimated. In the Business Survey
it was noticed that the answers were mostly underestimated. Thus

certain adjustments were made to make.the profit rate more realistic.

" Yet the estimates for the business sector are considered conservative.

—

The margin of error of those estimates is likely to be in the range

of 5 to 7 per cent.

The permutation of anyAestimate naturally.involves . a certain degree
of subjeétivity and hence unreliability. Having regard for this
inevitable drawback, all.available data.was, however, utilized to
permute certain measures such as the value of construétions; hohé—
ownership, manufacturing and services in the subsistence economy.
These estimates are nevertheless subject to revision in the wake of
any new piece of information. A .major controversial. item however,
is the total number of migrants and their earnings which constitute
the Transkei foreign factor receipts. Decisive for the size of GNP
as it is, the migrants earnings have remained unverified and the
available estimates differ remarkably, i.e. the Department of Interior
of Transkei data indicates a total earning of R402 million. whereas
the information provided by the labour recruiting agencies in Trans-
kei suggests a sum of R574 million.- This means a 43% discrepancy.
Obviously discrepancies of this magnitude could alter the margin of
error of GNP estimate considerably if a verification invalidates the

use of the figure used.here for the migrant's earnings.

Estimates for depreciation and capital formation are not rigorously
made and further investigation is necessary to analyse the extent
of wear and tear as well as the sectors in which capital formation

has taken place. ,

All in all the 1980 GDP estimates ‘are neithef unfealistically-over—

_estimated nor underestimated. And with an overall . 4 to 5 per cent

margin of error the estimates could be used to gauge the performance

(1)

of the economy. More important,.they could be regarded as the

indicators of various .economic trends.

(1) Strictly speaking the elimination of the margin of error is im-
possible. Even in an economy like that of the United States,
with almost no permutation, the margin oferror. could be as high
as 10 per.cent. See.Kendrick, J.W.: Economic Accounts and Their
Uses, 1972, McGraw-Hill, Inc., U.S.A.




CHAPTER VII

. MACROECONOMIC .TIME SERIES FOR TRANSKEI.
1954 - 1980
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VII.1 General Application

The uses to which time series are put, vary from econometric studies
of the interrelationship between various macroeconomic variables,

to medium and long run development planning. The rationale for

the use of time series emanates from the fact that every one or

two (or a few) year's statistics are likely to be affected by
short-run maybe uhusual, fluctuations to become unrepresentative

of the actual potentials. In the long run, on the other hand,

it is likely that fluctuations occur in opposite directions,
balancing outveach other and making estimates more indicative of

M

their true magnitudes.

- Thus in national "accounting the construction of macroeconomic time
series helps to identify trends of production structure, income-
expenditure pattern, saving-investment relationship as well as the

performance of the economy in general.

The establishment of macroeconomic time series for Transkei is
severely constraihed by the lack of adeguate sequential data or
various aggregates. The multiplicity of estimating agents, as
explained before, further complicates the task of making time
series. Differently put, where different agents focus on different
estimates and thus apply varying definitions, their results are
obviously not comparable.(z) As such, very few time series for

the national accounting statistics of Transkei could be made.
Aggregates for which sequential data could be obtained or calculated

are discussed in the remainder of this section.

VII.2 GDP Time Series

As illustrated in Table lino data are provided for the 1955-59
period. Since no extraordinary economic conditions are reported

for this period, an interpolation is made to complete the time series

(1) There exists, however, certain conceptual difficulties in the
use of time series in so far as they rarely reflect any
‘quality changes. This is of particular relevance to time
series of the GDP, GNP and the like.

(2) The Department of Statistics, for example, has concentrated
on the GDP and government expenditure whereas BENSO has
-focused on national income, income per capita and purchasing
power of Blacks.
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of data for the 1954-67 period. For this purpose the following
rates of growth are calculated for various industries:

Table 47: Average Annua] Growth Rate_of D1fferent Industmes over
the 1955-59 Period

Industry » ‘ Growth Rate

1- Agriculture and forestry ‘N/A -
2- Mining and Quarrying : -
3- Manufacturing . : 2,69%
4- Construction (private) 16,99%
5- Electricity and water 6,50%
6- Transport and Communication 3,711%
7- Trade : 3,3%
8- Financial Services : . 3,92%
9- Fixed Property (Home Ownership) 3,08%
10- Government Administration* 6,33%
11- Other Services '

(a) Education ' : . 1,96%

(b) Health 5,64%

(c) Other . 1,45%

* Including government construction

It should however be noted that the use of an average rate of growth
for successive periods includes a certain degree of inaccuracy. It
is particularly important in the case of subsistence agriculture
economies where the output is, to a large extent, dependent on

climatic conditions.

As such, no interpolation for this sector is meaningful. Thus
in order to reduce the margin of error the available .production
data are used to calculate the value added of the agriculture sector

(1)

in this period. According to the data, the value.of input

constitutes, on average, 2.7 per cent of the total value ofnoutput.(Z)
The balance is assumed as value added. And using the abovementioned
interpolated growth rates for other sectors, estimates for the |

1954-58 are interpolated.

(1) See the BEPA Report, p.5, Table II.

(2) This is calculated by comparing Tables. I & II of the BEPA
Report .
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‘Table 48: The Gross Domestic Product of Trahskei*;(1954/55(— 1958/59)

(R1 000)**
1954/55 [1955/56| 1956/57 { 1957/58 | 1958/59
1- Agriculture & Forestry 16 367 | 20 012| 24 049 | 18 176 | 21 707
2- Mining & Quarrying ' - - - - -
3~ Manufacturing 2 396 2 460 2 527 2 595 2 664
4- Construction (Private) 60 70 82 | 96. 12
5- Electricity & Water 55 - 59 62 66 71
6- Transport & Communication 770 799 . 828 859 891
7- Trade 4 328 4 47 4 618 | 4 711 4 928
8- Financial Services » 182 189 197 204 212
9- Fixed Property (Home
Ownership) ' _ 806 831 856 882 909
10- Government Administration 2.319 2 466 2 622 2 788 "2 964
11- Other Services '
(a) Education 3 426 3 493 3 562 3 631 3 703
(b) Health _ 881 930 982 1 037 1 094
(c) Other S 1 7 115 7 218 7 323 7 429 7 537
Total 38 705 | 42 998} 47 708 | 42 534 | 46 792

*These estimates are based on the definition of the GDP and this includes

subsistence sector as well as the (white) commercial area of the Transkeian
Territories.
** All figures are rounded.
For the period 1959/60 - 1973-74, different estimates are supplied by the
Bureau for Economic Policy and Analysis (BEPA), the Department of Statistics,
the BENSO and the Transkeian Government. Statistical discrepancies of these

sources are often considerable and the best one can do is to analyse them

comparatively. The following table summarizes all of them:
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Table 49: The GDP of Transkei (1959 - 1973 ) as provided by
different sources. (R1 000) ' .
Year | The BEPA | Department of Statistics| The BENSO ° The Transkei
1968 1976 1978 1976 Government 1978
1959 | 45 021 Np* NP * 43 594 50 133
1960 | 49 231 " " 49 701 57 156
1961 | 47 961 " " 48 831 56 156.
1962 | 52 066 " " N 52 186 60 014
1963 | 55 481 " " 55 613 63 955
1964 | 52 743 "o " 53 492 : 61 516
1965 | 60 471 " " 60 309 69 355
1966 | 68 375 " " 69 453 79 871
1967 NP " . " 62 465 71 835
1968 " " " 62 270 71 611
1969 " 84 528 " .84 528 92 207
1970 " 87 348 : u 87 348 100 450
1971 " 105 623 108 496 105 623 121 466
1972 " 111 475 114 218 111 475 128 196
1973 " 131 243 136 592 131 243 150 929
* NP: Not Provided

SBﬁ;ces: The 1968 BEPA Interim Report, Report No. 09-17-01 of the Depart-

ment of Statistics, BENSO report on The National Economy of

Transkei 1976, "This is Transkei" prepared by the Information

Division of the Transkeian Department of Foreign Affairs, 1978.
It is worth noting that although these data are provided by different
agents, they nevertheless find their origins in the BEPA and Depart-
ment of Statistics estimates. In fact each source has revised-the
other one's statistics for some or other reason. Revisions are

sometimes necessary on conceptual and methodological grounds in order -

‘to make different estimates more consistent and comparable. But

they, in any case need to be justifiable. To evaluate these vary-
ing estimates, it is likely that the overestimation of the Transkeian
Government stems from its political preferénce for more impression-
istic FigUres than any sound revision of other data sources. This
is suggested by its constant 15 per cent overestimation compared

with the BENSO est%?§tes, a statistically improbable phenomenon fdr

the entire period. No doubt, then, that its inaccuracy

(1) Interestingly enough the.BENSO.estimates were compiled for the
Government of Transkei in 1976 and one woeuld expect that they
already include a certain amount of overestimation. Yet the
Transkei Government. added a further ad hoc 15% on the BENSO
estimates! o ‘
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invalidates its reliability. . The discrepancy between BENSQO and
‘the other two sources are neglibible and the revised dafa of BENSO
for the 1959-69 period are used below. to complete a time series for
the GDP of Transkei. For the 1969-77 period the latest statistics
of the Department of Statistics are used.
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.The above table together with Table 1 provide the necessary data

for the construction of time series fotr the GDP and its'constitu-

ent sectors for the economy of Transkei for the period 1954-80.

The following table summarizes the two abovementioned tables, e.g.

Table 51: The GDP and the Share of Major Sectors in the Economy of

Transkei 1954-80

GDP % Share of | % Share % Share % Share © % Share |-
Year | (R1 000) | Subsistence | of Public | of Agri- | of Manu- of Trade | -
Economy Sector culture facturing
1954 | 38 705 52,2 18,4 42,3 6,2 11,2
1955 | 42 998 49,9 17,1 46,5 5,7 10,4
1956 | 47 708 51,5 16,0 50,4 5,3 9,7
1957 | 42 534 47,8 18,7 42,7 6,1 11,2
1958 | 46 792 49,4 17,7 46,4 5,7 10,5
1959 | 45 021 54,3 19,9 42,6 641 11,3
1960 | 49 251 57,6 - 19,2 46,6 4,9 10,4
1961 | 47 961 53,6 21,0 43,7 2,3 10,0
1962 | 52 066 - 52,5 20,6 43,3 5,3 11,4
1963 | 55 481 51,9 1 21,2 - 43,4 241 1,7
1964 | 52 743 47,5 25,0 37,0 5,1 12,6
1965 | 60 471 47,6 24,4 40,8 5,2 11,4
1966 | 68 375 51,4 23,3 51,0 5,0 11,7
1967 | 62 465 42,0 25,7 31,7 745 14,9
1968 | 62 270 36,7 29,0 27,5 10,4 17,3
1969 | 84 528 46,2 26,9 37,4 10,5 14,8
1970 | 87 348 41,4 30,4 31,6 11,0 15,8
1971 | 108 496 45,5 28,7 38,8 - 9,5 12,9
1972 | 114 218 41,6 30,8 35,9 10,1 13,3
1973 1136 592 44,7 29,8 - 39,3 9,4 12,1
1974 1163 583 43,0 - 33,7 38,9 9,0 11,0
1975 | 210 356 45,9 32,3 43,3 8,7 9,6
1976 | 254 207 46,5 31,6 39,4 8,3 8,6
1977 | 287 705 45,9 1. 31,8 44,9 . 8,3 8,5
1978 | 344 912 41,0 27,4 39,1 8,1 12,5
1979 | 426 768 36,0 28,4 33,0 8,0 17,9
1980 | 547 503 |- 30,7 28,5 27,1 7,7 24,6

As discussed in some detail in Cahpter II, to makewnominal values
more meaningful, they are converted into real values. To eliminate
the impact of inflation on the trend of GDP growth, the GDP deflator

is usually used to deflate nominal values.

In the absence of an independent_monetary“system and.a statistics
department (or its equivalent) no price indices, .i.e. GDP deflator,
are calculated for Transkei. As such the South African price

indices are perforce used below for the conversion. Further the
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‘composition of the South African GDP and the relative significance
of different sectors in the economy differ so much with the GDP

of Transkei as the South African GDP deflator is not applicable

to the Transkeian economy. Of necessity therefore the CPI is
employed, though the local economic structure in Transkei exerts an
upward pressure on prices making the CPI of Transkei higher than
that of South Africa§1) The 1970 period is chosen as the base year
and real GDP of Transkei is calculated for the period 1965-80.

The exclusion of the 1954-1965 period is-partly due to the in-
applicability of the 1970 price index to the period which is distant
in time from 19%0, and partly because there is no reliably applicable

price for this period.

Table 52: RealvGDP of_Transkei 1965-1980

Year CPI Real GDP % Growth
1970-= 100 (R1 060) Rate
1565 - 84,8 71 310 -
1966 . 87,8 77 876 - 9,2
1967 90,7 68 870 -11,6
1968 - 92,3 67 ‘465 -2,0
1969 7 94,9 89 070 32,0
1970 100,0 87 348 -1,9
1971 106,1 102 258 17,0
1972 113,0 - ~ 101 078 -1,1
1973 123,7 110 422 9,2
1974 138,0 118 538 7,3
1975 156,7 134 241 13,3
1976 174,1 146 012 8,8
1977 193,9 148 378 1,6
1978 215,0 160 424 8,1
1979 243.4 175 336 9,3
12,8

1980 276.9 197 726

Whilst the real GDP is a much more. meaningful ind%cator of the
performance of. the economy than the nominal GDP, it should never-
theless be compared with the size of the population to highlight
its per capita magnitude. For doing so, reliable population data

are required.

Although population statistics for Transkei are,provided by the
Department of Statistics of South Africa, there have been so many

revisions and variations, usually contradictory, in their various

(1) A comparison between 'prices in Umtata and East London or Kokstad
would show that prices in Umtata are up to 40% higher. The CPI for
Transkei thus would be larger than the CPI in South Africa.
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" publications, since the 1970 census, that the derivation of a

reliable population figure has become impossible.

Moreover there are numerous population projections for Transkei
made on the basis of different publications of the Department of
Statistics. These projections are usually made under varying
assumptions which are not easily\verifiable. Such ambiguities
are further fostered by the lengthy processing and publishing

of the 1980 census results. In the absence of any‘concnete data
the best one can do is to specify a rangé within which. the actual
population is likely to be. This is done in the following table
by taking the high and low estimates as well as an adjusted

population estimate. : ‘-;=‘

Table 53: Pobulation of Transkei (Excluding Migrants) 1970-1980

Year High Estimation Data, | Low Estimation Data, | Adjusted
Growth Rate: 2.6% Growth Rate: 1.7% Estimate,*
: : Growth Rate:
2.2%

1570 2 028 900 ** 1971 877 ** 2 000 388
1971 2 081 651 2 005 398 2 044 396
1972 2 135-774 -2 039 490 2 089 373
1973 2 191 304 2 074 162 2 135 339
1974 2 248 278 2 109 423 2 182 317
1975 2 306 734 2 145 282 2 230 328
1976 2 366 709 2 181 752 2 279 395
1977 2 428 243 2 218 842 2 329 542
1978 2 491 377 2 256 562 2 380 792
1979 2 556 153 2 294 924 2 433 169
1980 2 621 700 2 334 946 2 486 699

Sources: BENSO Statistical Survey 1979 and 1980
- The Transkei Development Review, Vol. 1, No.Z2.

* The adjusted growth rate is the average of the other two growth

rates. : . ' -
** Fstimates for 1970 are made by the Department of Statistics.

The GDP per capita, both in nominal and real terms, are thus calcul-

able as follows:
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Table 24% The Nominal and Real GDP per Capita in Transkei*

(1970-1980) '

Year GDP per Percentage | Real GDP per-| Percentage
Capita Growth Capita Growth-
1970 = 100 '
1970 43.7 - 43.7 -
1971 53.1 21.5 50.0 14.4
1972 54.7 3.0 48.4 ~-3.2
1973 64.0 17.0 51.7 6.8
1974 75.0 17.2 54.3 5.0
1975 94.3 25.7 60.2 10.9
1976 11.5 18.2 64.0 6.3
1977 | 123.5 10.8 63.7 -0.5
1978 144.9 17.3 67.4 5.8
1979 175.4 - 21.0 72.1 7.0
1980 220.2 25.5 79.5 10.3

* The adjusted population figures are used to construct this table.v

It is worth nothing that.in the above table, the defacto population

is used. This is justifiable as the migrant labourers. do not

directly dispose of the GDP, though strictly speaking 10% of them
should be included in the defacto population, as suggested by a

labour survey of-the Department of Interior of Transkei.

Migrant Labourers, Their Earnings, Their Remittances and the GNP

For the reasons already discussed in Chapter V, no meaningful GNP

- estimates for Transkei are available for the period prior to 1970.

The construction of GNP time series for the 70's on the other,hand,
depends to a large extent on the data about the number of migrant
labourers, their total earnings and their total remittances. As

in the case of population data, there.ére,many estimates for the
number of migrant labourers (from. Transkei), none of which is
sufficiently substantiated. Various sources of déta such as the
Department of Interior of Transkei, the recruiting agencies of the
South African Chamber of Mines and the Department of Statistics of
South Africa have published labour statistics using different. defini-
tions. and classifibations, overestimating and under-estimating for
varying socio-political reasons. To cite but one example, the
Rand currency compensation, paid to Transkei by the South African
Government, is directly related to the migrants' remittances and

hence to the number of migrants. The South African sources are thus
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inclined to under-estimate the labour statistics whilst the
Transkeian sources tend to overestimate the number of migrants.

For reasons of this nature the actual number of migrants is not
known. Additionally, there are other reasons for the lack of
accurate data in the labour sphere in Transkei. Il1legal migration
is the most important one. Also\some'migrants, mainly in the South-
Western area of Transkei, find employment,in the Cape Province and
the Orange Free State without going through the local recruiting
agencies. These are but few of the reasons for the lack of
coherent labour statistics. for Transkei. To highlight the extent
of statistical incoherence the following table compares the BENSO

statistics with those of the Department. of Interior of Transkei, e.g.:

Table 55: Number of Transkeian Migrant Labourers. and Their Earnlngs
(1970 - 1980)

Year BENSO 1979 AND. 1980 DEPARTMENT OF INTERIOR OF TRANSKEI
- No. of | Earnings Average (I) No. of Total Average
' Migrants| (R1 000) Monthly Migrants | Earnings Monthly
Wage (R1 000) Wage
1969 - - - 174 223 26 133 ‘ 18.75
1970 | 248 300) 1 237 582 63 184 788 29 566 20
19711 263 520 - - 191 600 30 656 20
1972 { 279 700 170 453 76 ' 225 330 |- 50 699 25
1973 | 295 400( = 214 827 81 231 969 65 241 31,25
1974 | 311 100 285 262 102 ' 256 971 115 636 50
19751 265 000%+ 380 252 159 303 233 | 153 512 56
1976 | 264 000% 462 173 194 377 760 | 233 739 68 °
19771 263 000 544 641 230 403 838 | 272 584 75
19781 262 000 - - 425 230 | 325 301 85
1979 26 000 - - 341 553 | 315 083 102.5
1980 | NP - - 345 116 | 401 629 122.5

* In BENSO Statistical Survey 1979 these two figures. are estimated 326 800
and 343 300 for 1975 and 1976 respectively.

- (I) Average monthly wage is arrived at by assuming the Follow1ng length of
contract:
(a) 8 months for the 1970 - 1971 period
(b) 9 months for the 1972 - 1979 period
(c) 9% months for the 1980 period.

Sources: (a) BENSO Statistical Survey 1979 and 1980, tables 18, 52
(from 1980) and tables 16 and 39 (from 1979).
(b)-The labour survey of the Department of Interior of Transkei.
Reprinted.in the TDR, Vol. 1, No. 2, Oct. 1981.
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The vast discrepancies‘in the table are attributable. not only

to the aforementioned reason but. also to the.perfunctofy statistic-
al manipulation of BENSO. It is obvious. from the table that ‘
BENSO data on the number of migrants are completely invalid and

its statistics on "total earnings" are likely to be exaggerated.

The Department of Interior.of Transkei on the other hand seems to -
have under-estimated the total earnings and slightly over-estimated

the number of migrants.

More ambiguous than the number of migrants and their earnings are
their remittances to the economy of Transkei. Remittances usually
are sent in cash, in kind and/or transfers through the Post Office
and bdilding society deﬁosits. The migrant's transfers are
irreqular and depend largely on the needs of their dependants at
home. More.to the point, a migrant's conviction of his/her
dependants' requirements is the main determinant of the size of

his/her remittance.

In such circumstances it is extremely hard to make an objective
estimation of total remittances. Various studies however suggest
different conclusions. Professor Swidinsky for instance, asserts
that migrant workers remit, on average, 25.9% of their monthly cash
earnings, i.e. R30.70 p.m. in 1979; This ratio depends on the
position of the migrant in the family. That is, the husbands_
remit 31%, married males 28%, daughters of the head 29%, and single

(1)

derived from the Bureau of Market.Research (BMR) 1979 survey and

males 19% of their cash earnings. These ratios are however,

could not be generalized. Furthermore such wage rates and remittance
ratios are firmly refuted by the information supplied by the labour
recruiting organisations, at least as regards the contract workers.
For instance, the VEZAMFA and ACRO-HANISE recruiting agencies

suggest an average monthly wage of R135 and.R175 for.1979 and 1980

and a remittance ratio of 55% and. 60% for the same two years ‘
respectively. Obviously not all migrant workers are contract labour-=
ers, though according to the labour organisafions 7/8.of Transkei

migrant labourers are.contract workers.

(1) R. Swidinsky: "Labour Resources in the Economic-Development of
Transkei, p.5. Prepared for the planning committee
of Transkei; 1981 Unpublished.
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The results of a pilot survey of "Household Expenditure Income of
Transkei", conducted in December 1981 - January 1982, éupport the
wage rates suggested by the VEZAMFA and ACRO-HANISE. Their

remittance ratios are however high and inapplicable to all migrant

labour.

With reservations for.the foregoing uncertainties and unquantifiable
transfers in kind, the tlme series for the migrants. and other

relevant measures are made below'
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Using the data in Table 56 for 1978, 1979 and 1980 time series
for the GNP of Transkei are made for the 1970 - 1980 period. To
estimate the GNP per capita the number of'migrants is added to

the defacto population.

Table 57: Nominal and Real GNP of Transkei- 1970 - 1980

Year |Population* CURRENT REAL (1970 = 100)
Including , GNP
Migrants GNP % GNP per| % GNP % |per %

R1 000 |Growth | Capito | Growth| R1 000} Growth|Capito| Growth
1970| 2240388 207725 = 93 - 207725 - 93 -

1971} 2293485 2330931 12.2 | 102 9.7 | 219692 5.8 96 3.2

19721 2347841 278871 19.6 119 16.7 | 246788} 12.3 105 9.4

19731 2403484 344819 23.6 143 20.2 | 278754 12:9 116 | 10.5

1974 2460447 441645] 28.0 179 25.2 | 320033} 14.8 130 1 12.0

1975 2518759 582408| 31.9 231 29.0 | 3716711 16.1 148 | 13.8

1976 2578454 707180f 21.4 274 18.6 | 406192 9.3 158 6.7

1977] 2639564 B822276] 16.3 312 13.9 | 424072 4.4 1611 1.9

19781 2702121 910177 10.7 337 8.0 | 423338 -0.2 157 | -2.5

1979} 2766162 1007475} 10.7 364 8.0 1413917] -2.2 150 | -4.5

71980{ 2831815 1115264 10.7 394 8.2 1402768 -2.7 142 | -5.3

* The adjusted population estimates are used here. Even if the low population
estimates are used, the real GNP per capita would have shown a downward
trend, though less steeply.

The average growth rate over the period is 18.3% for nominal GNP and
6.8% for real GNP. The above GNP time series are composed of the
BENSO estimates for the period 1970 - 1977 and the 1980 estimate as
calculated in the previous chapter. Estimates for 1978 and 1979 °
are-then made by interpolation. It should however be noted that,
as illustrated in Table , BENSO data on migrant earnings (which

is the main item in foreign receipt of Transkei) differ widely from
those of the'Départment of Interior of Transkei (used for calculating
the 1980 estimate). As a result, the GNP time series loses its
consistency and actual trend. Also the constant 10.7% growth of
the GNP over the 1977 - 1980 period is due to the interpolation.

In the light of these shortcomings, the BENSO GNP statistics are
revised below. This is done by using the. GDP estimates (Table 51')

and migrant earnings estimates (Table”§§ ).

* Strictly speaking GNP is: GNP =.GDP + (Migrant Earnings + Commuters'
Earnings) - Foreign Factor Payments. It is assumed that- Commuters'
Earnings are balanced out by Foreign Factor Payments and thus
GNP = GDP + Migrants' Earnings.
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58: Revised GNP Estimates for Transkei 1970 - 1980
CURRENT REAL (1970 = 100)
Year .
' GNP % GNP per | % GNP . % /GNP per | %
R1 000 | Growth | Capita | Growth | R1 0G0 | Growth| Capita |Growth
1970( 116914 - 52.2 - 116914 - 52.2 -
1971 139152 19.0 60.7 16.3 131152 12,2 57.2 9.6
1972 164917 | 18.5 70.2 15.7 145944 | 11.3 62.2 8.7
19731 201833 | 22.4 84.0 19.7 163163 | 11.8 67.9 9.2
1974 279219 | 38.3 113.5 35.1 202333 24.0 82.2 1211
1975| 362868 | 30.3 144.5 27.3 232207 14.8 92.2 (12.2
19761 487946 | 34.1 189.2 30.9 280268 20.7 108.7 17.9
1977} 560289 14.8 212.3 12.2 288958 3.1 109.5 » 0
19781 670213 | 19.6 | 248.0 16.8 311727 7.9 | 115.4 5.4
1979 841755 | 25.6 | 304.3 22.7 345832 | 10.9 | 125.0 8.3
198011121258 | 33.2 | 396.0 30.1 404932 | 17.1 143.0 |14.4
The growth rate for the period is 25.4% for current GNP and 13.2%
in the case of real GNP. '
VII.4 Domestic Disposable Income (DDI) .

/

To arrive at the GNP
payments are added to and subtracted from the GDP.

conventionally, foreign factor receipts and
In the case of
Transkei the single foreign factor receipt.is migrants' earnings of
which 60% is spent outside the economy of Transkei. Of the remaining
40% which constitutes the remittances, only a certain fraction is
transferred in cash. The balance is spent in South Africa on transfer
in kind, Consequently a dominant share of expenditurevgenerated by
the migrants' earnings does not have any multiplier effect on the
economy of Transkei. Additionally migrants spend up to 11 months in
South Africa and as such they hardly make any disposal of the GDP of
Transkei. -Thus the inclusion of migrants' total earnings in the GNP
becomes erroneous. Likewise the inclusion bf the migrants in the
population of Transkei, for the calculation of GNP per capita, is not

objective.

To eliminate these drawbacks of the GNP in its conveﬁtional definition,‘
and in order to arrive at a more meaningful and objective indicator
of the magnitude of expenditure potential (within. the Transkei economy),
the Domestic Disposable Income (DDI) of Transkei could be estimated.

This concept is defined below:

DDI = GDP + Migrants' Remittances - Foreign Factor Payments
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And to arrive at a more realistic per capita value, the defacto
population (excluding migrants) should be used. These two

definitions are employed below.

- Table 59: Estimated .Domestic Disposable Income of Transkei 1970 - 1980

Year GDI % GDI per{ % Real GDI Real %
(R1 000) | Growth | Capita |Growth| 1970 = 100 | Growth | GDIper | Growth
(R1 000) Capita :
1970 91778 - 46 - 91778 - 46 -
1971 113096 23 55 20 106594 16 52 13
1972 | 123348 9 59 7 109158 2 52 0
19731 150292 22 70 19 121497 11 57 10
1974 § 191333 27 88 | 26 138647 14 64 12
1975 251806 32 13 | 28 160693 16 72 12
1976 | 324327 29 142. 26 186288 16 82 14
1977 | 377655 16 162 14 194768 5 84 2
1978 | 458772 21 193 19 213382 10 90 7
1979 | 592762 29 244 26 243534 14 100 11
1980 | 777005 31 312 28 280609 15 113 13
~’f/ The -above series could be regarded as the purchasing power of the
! economy of Transkei. The DDI is however different from the concept
of the "purchasing power of Blacks" as employed by the BENSO. Accord-
ing to BENSO definition, "the purchasing power of Blacks (in Transkei)
is calculated to be the GDP earned by Black inhabitants plus commuter
income plus 20 per cent of the income of migrant workers in the rest
of the RSA". Contrary to its theoretical neatness, it is pracfically
impossible to determine "the GDP earned by Black inhabitants" and .
attempts to do so become too arbitrary to be indicative of any real
magnitude.
Over the 1970-1980 period, according to the above table, the current
DDI increased by 23.8% on average and the real GDI growth was 11.8%
for the same period. !
VII.5 Other Time Series

In addition to the foregoing time series, certain other.sequential
statistics on measure such as gross .and net capital formation, gross.
fixed investment of the public sector, trend of labour. productivity,
direction of capital - labour .ratio in.the local production and its

implication for the labour market as well .as for.the education
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"system are of paramount importance for any analytical study of
the economy. Research on these issues is however beyond the
scope of this thesis, as each independently merits an intensive

study of the private and public sector of the economy of Transkei.



CHAPTER VIII

ESTIMATES
- THEIR MEANINGS AND IMPLICATIONS ~
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ESTIMATES, THEIR MEANINGS AND IMPLICATIONS

So far, estimates for various aqgregates have been made without much
qualification and interpretation of their magnitudes. Nor has there
been any question about the definitions and their meaning in the con-
text used. In other 'words', would the GDP, GNP, foreign factor
receipts (or payments) and the like have had the same definitions and
magnitude had the Transkei economy been studied as an integréted part
of the economy of South Africa? The aim of this chapter is to briefly.
examine the general economic trends and also to demonstrate the primary

connotations of the main sectors' structure.

Overall Performance

National accounting statistics have to be used with special care. That
is if the theoretical foundation of measures such as GDP, GNP, GDP and

GNP per capita and so on is not taken into account, the interpretation

.—6f their magnitude could be misleading, if not meaningless. To cite

" but one example, an inhabitant of the Transkei region in 1975 was a

beneficiary of the South African economy with a per capita GDP of

R1 078. The same person in 1976 is a beneficiary of "the Transkei

~economy" with a per capita GDP of R112, i.e.%62% deterioration over a

year. The fallacy of unqualified use of aggregated measures is obvious
in the example. It is true that the .aggregated national statistics do
not represent any distributive aspect of the economy. In other words,
~an inhabitant of the Transkei region in 1975 was likely to havé had, on
a per capita basis, R231 of the GDP of South Africa, as opposed to
R1 078., As illustrated in the previous chapter, R231 is the GNP per
capita of Transkei in 1975. A similar exercise for 1980 shaws the GNP
per capita of Transkei as 18.5% of the GDP per capita of South Africa.
In other words even if what the migrants earn is to be added to the GDP
of Transkei, the per capita value is by no means comparable to the per
capita GDP of South Africa. Thus the use of "GNP per capita", GNP, °
and the like for Transkei, not. only conceals the immense regional dis-
crepancies in a broader economy of South Africa, but it also tends to

justify an already institutionalized discriminatory treatment of the

various regions by the overall economic policy makers.
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Such low economic performance is,. more.often than not, attributed to
the regional economic potentials, thus considering it as normal.
Whilst there is little debate about the inadequacy of economic re-
sources in Transkei, it is erroneous to relate the present economic

performance to the existing capabilities only.

In a fully integrated economic system, the utility maximization nature
of man would. carry him/her from a poor region to an area with far more
opportunities, thus making the net interregional income differentials
marginal. In the case of Transkei, and the other homelands, it has
not been true. . As a result the present economy of Transkei is the
residue of an economy which did not have.much scope for real adjustments.
The ultimate results were a-depressingly poor education, health,

housing, urban and rural services.

Overwhelmed with the inherited bottlenecks and socio-economic complexi-

ties of the past, the Transkei economy, after "independence", encountered

further obstacles some of which are acutely unmanageable with the
.—existing socio-economic resources.  In other words to compensate for
/'the shortcomings of the past and to. maintain a reasonable growth rate in

order to meet the growing 'improvement.expectations' and ‘aspirations

of the people' are far beyond the capability of the available resources.

To ameliorate the conditions, a vast variety of social, administrative

and economic arrangements need to be altered.

From a purely economic point aof view,‘é prerequisite for a meaningful and
dynamic .improvement strategy for Transkei is the mobilization and utiliza-
tion oﬁ.considerable economic resources. The issue to discuss is thus
the sources from which the Transkei economy has been and is likely to

draw its requirements in the future. Usually an economy derives

resources from either its internal or external sources.

The internal sources of capital formation,and“productioh capacity
creation in Transkei are exceptionally meagre. As regards the sub-
sistence economy, the predominant portion bf savings is invested in
stock ownership amounting to over R650m in 1980. In the Transkeian
circumstances, where stock ownership provides mainly security and social
status, as Professor Southey asserts: "such stock investments almost
certainly have a negative social return, since.the. added competition for

food among stock, causes offsetting losses through reduced fertility and
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higher deaths, particularly among infant cattle".(1) (p.12)

In the market economy of Transkei, industrial and manufactufing estab-
lishments are heavily subsidised and can hardly cover their current
expenditure (including depreciation of their capital.stock) and thus
lack ény potential for capital accumulation. Trade and other services
therefore remain the only sectors.capable of accumulating resources.
Most of their accumulated capital, due to the financial structure of
the economy, is not implanted in the economy of Transkei. Thé
effective capital formation of the internal, economy of Transkei is

thus insignificangg)

As regards the external resources, the Transkei economy has its own

- limitations. First and foremost, due to its internationally unrecog;
nized political structure, there is almost no opportunity for Transkei
in the international financial market. The only source from which
Transkei could receive capital is the South African financial market.

In fact, as Professor Thomas points out, “From the economic point of

—view the difference between independent and self~governing homelands

{ is insignificant, since the former, due to their international non-
recognition, cannot rely in any case on other major.sources of resource
transfer. Any differences, therefore, are largely limited to built-

(3)

in Institutional variations”.

Transkei's manoeuvrability in the South African financial market is

also severely constrained. According to a pre-independence agreement
between the governments of Transkei and South Africa, which has remained
valid tb the present, Transkei cannot offer incentives to investors

so as to put herself in an advantageous position in comparison with

(4)

other regions in the Republic of South Africa. This is an

additional constraint to the already unattractive economy of Transkei,

(5) :

for the foreign investment.

(1) Southey, C.: "Land Tenure in the Transkei; A Report Prepared
' for The Planning Committee”, 1981, Unpublished.

(2) For an estimation of capital formation in 1980 see Table

(3) Thomas, W.: "Financial. Socio-Economic.Development in the Black
Homelands of South Africa", 1981, Journal of Con-
temporary. African Studies, Vol. 1, No..1l, Oct. 1981.

(4) This is mainly part of the decentralisation policy.in South Africa.

(5) For more details see M. Jackson: "Development of Industries in
Transkei, Policy Consideration".. TDR Vol. 1, No. 2, Oct. 1981.
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Given the abovementioned constraints, the South African Government

remains the only channel through which the Transkei economy may

derive resources for her development. The resources transferred

through. the South African Government are either current or capital

transfers. The former includes three types of transfers as dis-

cussed below:

(i) The Rand currency compensation which is payable: to the

Transkeian Government in terms of the Interim Agreement

on

the Monetary Relations between Transkei.and South Africa

(1977).  The compensation payable is calculated on the-

basis of estimated notes and coins in Transkei as follows:

(a)

(b)

P (c)

(d)

The growth rate of notes and coins in South Africa is

calculated for the year

The growth rate of notes and coins in Transkei is
assumed to be 1.2 times that of South Africa

The total notes and coins in Transkei are then calculated,
i.e. having the previous year's amount and multiplying

it by the growth rate

The compensation is computed by calculating 'the annual
yield of the latest long-term South African Government
stock issue prior to 31 December' for the 2/3 of the

total amount of notes.and coins in Transkei, as calculated

above.

The following table shows the volume of this transfer in both

nominal and real terms.

Table 60: Rand Currency Compensation Paid to Transkei by

the Republic of South Africa 1978/80

7

Year
Compensation 1978 1979 1980
Current Value .|
(R1 000) 1 B63 2 044 . 3 166
Real Value
(R1 000) 1 358 . . 1 316 1 792

1975 = 100
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There are, however, ambiguities in the way this transfer is
calculated. For instance, where does the 1.2 coefficient come
from?  Or, why should yield be calculated only for 2/3 of

coins and notes in Transkei and not for 3/3? Or, how was the
initial 1977 stock of notes and coins estimated? These are
questions: for which no answer.seems to exist in Transkei. In
fact according to the calculation done in the Department of
Finance of Transkei, the total value of Rands in Circulation

in Transkei is over.R100m whereas the'Department of Public
Finance of South Africa estimated a total. of R53 200 000 accord-"
ing to which a sum of R4 761 167 accrued to Transkei for 1981. '
The discreﬁancy between the two estimates is considerable ‘and

yet there does not seem tb‘be any consideration for the claim

of the Department of Finance of Transkei.

On a more fundamental basis, the Interim Agreement, by definition,
was to be temporary and is it not time for. the restructuring of

the formula o n. more rigorous and objective grounds?

In its present form, as illustrated in the.table above, the amount
trasnferred to Transkei for the use .of Rand as the currency is a

small amount.

(ii) Transfer as the share of Transkei in the Customs. Union: Transkei
as a member of the Customs Union of the Southern African States
receives her share of the total common revenue in terms of the
Article 14 of the Customs Union Contract. According to the
Article, the share of each contracting party is determined by the

following formula.

"The cost-insurance-freight value. at border of goods from
all sources imported during the financial year into the
area of each party, plus the. value of excisable and sales
duty goods produced and consumed in such area during such
year, plus the excise and sales duties paid thereon during
such year shall be expressed as a percentage.of the cost-
insurance~freight value of the goods imported during the
financial year into the. common customs area, plus the
customs and sales duties paid thereon .during such year,
plus the value of excisable and sales duty goods, produced
and consumed during such year.in the common customs area,
plus the excise and sales duties paid thereon during such
‘year. :
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The amount calculated by the application to the common
revenue pool of the percentage so obtained, enhanced
by a multiplying factor of 1.42 shall represent the
share of each (country) in respect of that financial
year." . '

 As from 1978, Transkei has been receiving her share of the

Customs Union revenue as follaows:

Table 61: Transkei's Share of. Customs Union 1978/81

Year o .
Amount 1978 1979 1980 1981

Current Transfer
(R1 000) -] 55 660 | 88 497 119 704 | 91 00O

Real Transfer :
1975 = 100 40 568 | 56 985 67 744

For a party like Transkei, with little available data and a meagre
statistical service, the implementation of the above mentioned
formula is almost impossible. Each and every part of the formula
- calls for a different type of technical statistics, whereas Trans-
kei lacks general information in many spheres. Moreover the
formula presumes a well-defined and tightly monitored border post
for eachvbeneficiary, which is not true.in the case of Transkei.
In other words, how can Transkei collect data on the value of all
goods imported from South Africa while it has only two border
posts and there are many other routes with no border posts whatéo—
ever? Even the existing border posts are not properly staffed
and very few people declare their imports. Furthermore, as long
as places like Kokstad, a South African town within the Transkeian
region, supply a considerable amount of goods t9 Transkei, the

control of borders loses its meaning.

In such circumstances, the share of Transkei is determined more on
an ad hoc basis than anything else... In fact it is dependent ubon
the availability of funds in Pretoria as well as on the negotiation

(1)

ability of Transkei.

(1) Strictly speaking, in such circumstances, parties. with reliable
statistics receive their shares from the_revenue pool and what
remains. gets distributed amongst the other parties with little
provable data.
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For instance, the share of Transkei as estimated by the Transkei

1981/82 budget was R131m whereas the actual trasnferred amount,

- decided by South Africa, was R91m.

Apart from these types of drawbacks which ére more attributable
to the meagre statistical services in Transkei, the size of the
revenue pool and hence the share of each party is largely affected

by South African import policies.

The ultimate result of these factors is a transfer which is risky‘

to depend upon due to its erratic nature.

Transfer in the form of Budgetary Assistance: As negotiated

between the governments of Transkei and South Africa at the time
of independence, the formér was to receive.a statutory grant for
three successive yeéfs after independence. Of course the concept

was nothing new as the Transkeian self-governing administration

used to receive grants from the government of South Africa for

many years before independence. The only difference however was

‘the size of the grant.

Renamed as Budgetary Assistance from South Africa, the statutory
grant continued up to the present. The following table summarizes

this transfer as from 1974.

Table 62: Transfers to Transkei for Budgetary Purposes 1974/80

Transfe

Year

1974 1975 1976 1977 1978 1979 1980

Current Value
R1 000)

60 800 | 71 080 | 110 670| 165 000 {113 S00| 98 500 | 118 378

Real Value
100

1975 =

69 012 171 080 | 99 613| 133.387 | 82 726| 63 426 | 66 994

It is obvious from the tablé that the size of the budgetary
assistance is erratic and unforeseeable. Seemingly there is no
formula or criterion according to which the budgetary assistance
can be calculated. Rather it is entirely determined by factors
such as the economic situation and availability of funds in South
Africa, the political atmosphere of tHe area at the time of ne-

gotiation, the bargaining power of the Transkeian delegates
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during the negotiation procedure. Such arbitrary and baseless
determination of the budgetary assistance has, theoretically at
least, mixed blessings for Transkei. On the one hand there is

no rigid formula and. thus no grant is high. On the other hand,
and as regards South Africa, no grant is low. Practically
however, the South African government being the donor has far

more bargaining power and in the final analysis it is the decision

maker. This is also supported by the abovementioned table.

As mentioned before there is no mutually accepted .criterion for
the determination of budgetary assistance from South Africa to
Transkei and as such no evaluation of the size of the grant seems
to have been made, unless. on the basis.of the planned expenditure
of the government of Transkei. In other words, this has been
looked upon as a balancing item in the Transkei government budget.
Thus if the budget receives considerable revenue from other
sources, i.e. internal sources, Customs Union share, etc. any

budgetary grant, no matter how small would be satisfactory!

To assess the size of the budgetary assistance, it should be
studied in a comparative inspection. The proxy counterpart for
the budgetary assistance is the transfer.payments for the current
expenditure to the provihcial administrations in South Africa.
The following table illustrates the size of Transfer payments to

the four provincial administrations in South Africa.

Table 63: Transfer to the Provincial Administrations and

Transkei

for. Current Expenditure (1979/80)

Administration
Year . Transvaal Natal Cape of Orange free Transkei
Good Hope | State v
1979 (R1 000) 695 491 243 080 575 553 177 977 98 500
1980(1) (R1 000) 862 099 311 643 724 010 215 064 118 378
per capita(z) .
Transfer 1980(R) 108 123 148 117 48

Sources: a) First Statistical Newsletter, 16 Sept 1981, p.11
b) "Estimate of the Expenditure to be defrayed from State Revenue
Account for the Financial Year Ending March 1981." First Print

(R.P.2 -

1980)

c) Tables 28, 29.

(1) A further R1 950 000 was later distributed amongst. the four Provincial
Administrations which is not included in these éstimates.
(2) Population of the self-governing black states, or independent states,
is not included in the Provincial. population figure.
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It might be argued that the comparison made is not meaningful
because the Transkei government has sources of revenﬁe like

post office revenue, income tax revenue, sales tax revenue and
the like that the other administrations lack. This contention
obviously ignores the. fact that.the Transkei government has far
more functions than the other administrations. For example,
"in quite a number of instances a public service or amenity (in
South Africa) is provided jointly by the central,vprovinCial and
municipal authorities, e.g. health,sefvices, roads, physical
planning, protection of the environment, museums, libraries and

(1)

recreation”, whereas in Transkei all these defrayals are made

from the Transkei government revenue.(z) Additionally the Trans-
kei government has to finance various.economic development
projects. of course; apart from the current budgetary assistance,
the Transkei government. also receives certain capital transfers

to which the discussion is directed now.

//jiv) Project Aid Transfer: For financing various economic development
: schemes, Transkei, prior to 1976, used .to receive Transfers through
various channels such as the Xhosa Development Corporation, the
Department of Bantu Affairs and so on. After independence this
type of Transfer was discontinued. Indirectly however, a part

- of budgetary assistance was allocated to the Transkei Development
Reserve Fund, the appropriation of which was determined by the
Transkei government. To supervise the capital expenditure
appropriation as from 1980, thev50uth African.government has made
this transfer subject to the prior approval of projects for which
the aid is required, i.e. project aid.

Project. aid amounted to R50.5m in 1980/81 most.of which consists
of South African-guaranteed, interest,subsidiseq and/or South

African "approved" loans from the open capital market,-

Capital transfer is not exclusive to Transkei only.  The Provincial

(1) 'South Africa 1981' 0Offical Yearbaok of the RSA, p.156.

(2) In South Africa "the provinces receive approximately 80% of
their income on revenue account from the treasury...This means
that only about 20% of their income is derived from their own
sources." (South Africa 1982 p. 156). In Transkei, if the
custom share and Rand compensation be regarded as own-source-
revenue,. the Transkei government.received 36% of its revenue
from the treasury of South Africa.
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Administrations in South Africa also. receive the same transfer.

The following table shows the size of capital transfers to various

administrations as well as to the Transkei government in 1979

and

Table 64: Capital Transfer to Provincial Administratioﬁ and.

1980:

Transkei 1979/80

Cape of

Transvaal -Natal Orange free | Transkei
Good Hope State :
1979 (R1 000) 76 900 24 500| 43 600 25 000
1980 (R1 000) 93 .500 29 7001 48 300 30 000 50 500(1)
Sources: a) Estimate of the Expenditure from State Revenue Account

Financial Year ending March 31, 1981
b) Information obtained from the.Department of Finance, Transkei.

(1) The relatively high amount is mainly due to drought relief transfer in

1980.

L It must be borne in mind that, as mentioned before, the Provincial

Administrations have far limited functions for. their capital

defrayments whereas Transkei has to finance. all development

schemes in its region.

the meagre capital transfer to Transkei.

The comparison thus.simply highlights

- The project-related capital transfer‘method has its merits and weak-

nesses.

As it necessitates a careful study of each development pro-

ject, it contributes to the overall efficiency of investments,

particularly if the project motivation is re-examined in Pretoria.

Its weaknesses however stem from the bureaucratisation of development

fund approval.

More bureaucratic procedure usually results in delays

in the approval of projécts and inefficiency in the evaluation of

schemes.

The situation is further compounded by the lack of adequate

experienced manpower in Transkei.to study, motivate and support projects.

The end result is the prolongation of project preparation as well as

its approval.

Meagre internal potential for capital. accumulation togéther.with un-

dependable erratic foreign sources of transfers have maintained Transkei
as an economy with an extremely low production .capacity. This is

illustrated below by depicting the trend of GDP for.the period 1954-80.

i
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To eliminate the illusive effects of inflation the real GDP is
calculated for the period 1970-30.

(1) - The Nominal GDP of Transkei 1954-71980 & .

(2) The Real GDP of Transkei 1970-80 (1970 =100)

1954 5556 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80

Source: Table 51, Page 132

With real GDP of R198m Transkei remains. one of the poorest countries
of the world. This is simply the indispensible consequences of the

combination of the foregoing factors.

To illustrate the extent of the incredibly low production capacity

and its effecﬁs, the GDP per capita is computed next.

2
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ég% The GDP per capita of Transkei (1970-80)

200
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140
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40

(1) Nominal GDP per capita
(2) Real GDP per capita

/

_— —

70 71 72 73 74 75 76 77 78 79 80

As depicted above, the GDP per éapita of Transkei in 1980 was R220.2.
Bearing in mind that a compfehensive.production concept is employed to
calculate the GDP of Transkei, it means that a person's share of all
various sources, in subsistence and otherwise, from the GDP was R18
per month§1) This is obviously when an equitable distribution is pre-

. sumed.

The existence of migratory labour alleviates the situation considerably.
If the migrants' earnings are taken into account the situation improves

substantially as shown in the following figure:

(1) This figure would have been 22% lower, i.e. R4 p.m. if only the
locally generated GDP was included. In other words the per capita
GDP would have been only R14 p.m. See page 117 for discussion.

4
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Curreht and Real GNP of Transkei 1970-80
(1970 = 100)
Current GNP
— Real GNP
40
1970 1 72 73 74 75 76 77 78 79 80

The decline shown in the real GNP implies a deterioration of the overall
economic performance. The contributing factors may be the escalating

(1)

rate of inflation causing a decline in the real migrants' earning.

On a per capita basis the same trend.is obviously experienced, e.g.

(1) An alternative explanation for the decline of the real GNP might be
the over-estimation of GNP figures prior to 1977. Even then, the
downward trend would exist, though less steeply.
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Current And Real GNP Per Capita ih Transkei (1970-80)
(1970 = 100)

Current GNP Per Capita

Real GNP Per Capita

1970

71 72 73 74 75 76 77 78 79 80

A per capita GNP of R394 implies an average income of R33 per month
for a person. Bearing in mind that in 1980, 14% of population, i.e.

migrant workers, earned 51% of GNP and considering the extremely low

level of GDP per capita, a considerable portion of the population lives

very poorly. In other words even if each migrant supports 5 relétives,
31% of the population of Transkei receives no other benefit except his/
her GDP per capita, i.e. R18 per month, that is assuming an equal

distribution of income which is not a realistic assumption.

Further interpretation of the trend GDP and GNP and their impact on
the living standard. of the Transkei inhabitants requires supplementary
studies of household expenditure pattern.which is beyond the scope of

this thesis.

A final illustration is however necessary for the relationship between
the GDP and GNP of Transkei. -The following .figures show the GDP/GNP
ratio for the 1970-80 period.
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GDP as a Percentage of GNP in Transkei (1970-80) . T 49,

1970 A 72 73 74 75 76 77 78 79 80

The fluctuating trend is attributable to -the compounded effect of the
factor discussed eérlier, i.e. the lack of domestic production capacity,
meagre internal capital accumulation, erratic foreign resource transfer
and the like.
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Séctoral Performance

A rigorous analysis of the sectoral performance of the economy would

“demand a thorough study. of the structural characteristics of each

sector together with its relationship to the rest of the economy .
Whilst such undertaking is clearly beyond the. scope of this thesis,-
the main sectors of the economy of Transkei are hereunder discussed
briefly. Care however should be .taken in the Separate analysis of

a sector. FfFor quite often the sectoral performance may lead to
incorrect inferendes if it is not.seen as an integral part of the
whole economy. It is in fact the functional amalgamation of various
sectors which determines, to a large extent, the general performance

of a sector.

The Agriculture Sector and the Subsistence Economy

The subsistence economy of Transkei consists of agriculture, manufactu-
ring, construction and home-ownership mainly.. Agriculature however
is by far the larger portion of it, i.e. B81% in 1980. As such the two

are usually synonymbus. A comparative study of them both shows a

~ similar trend in the two sectors over the 1954-80 period. The follow-

ing fiqures show. these trends explicitly{
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(1) Percentage shares of Agriculture
in the GDP of Transkei 1954-80

(2) Share of Agriculture in the
GDP of Transkei (1954-80)

54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80

Source: Table 51, Page 132

(3) Percentage Share of the Subsistence Economy
in the GDP of Transkei 1954-80

(2) Share of the Subsistence Economy in the
GDpP 1954-80

(1)

(2)

54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80

Source: T=ble 51, Page 132
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Modern agriculture in Transkei has a‘marginal share in the total
agriculture production, i.e. 9% of total agriculture produce origi-
nated in the modern agriculture of the economy.  Such meagre con-
tribution may be attributed to insufficient attention given to this
activity together with inappropriate implementation of the already"
undertaken projects. Heavily capiﬁal—intensive agricultural pro-
jects combined with the. lack of familiarity of the peasants with the
techniques introduced in these projects have proved'prbblematic for

(1)

the expansion of this type of agriculture activity in Transkei.

As regards the traditional agriculture production, the impediments tol
improvement are .numerous, some of which are already discussed in
Chapter VI. - Fu:ther cdntributing factors to the dismal perform-
ance of this section may, as Professor Southey Suggests, be classifed

as:

(i) Lack of access to ihputs, including finance, draft power and

equipment, fertilizers, seed, insecticides, labour, knowledge,

land and markets for'output;

(ii) Lack of individual incentives to become successful farmers. This

is intimately related to (and a consequence .of ) the migratory
labour in the region. With men being on a contract work in

South Africa, "the incentive for women to succeed is dramatically

reduced by the. poor rwards offered.them".(z) In other words in

~ a situation where "remittances from migrants appear to be very

(3) wy

if then females produced more

(4)

much based on a needs basis",

: fhey might simply find remittances declining”. Furthermore

it is noted that "the investéble funds of migrants would not be

(5)

readily available to females attempting innovative cropping”.

(1) The relatively considerable increase, in both subsistance and agri-
culture sectors, in the 70's is most attributable to the improvement
of the quantification methods used for. these sectors, and not
necessarily due to an increase in actual. production. Own-account
consumption, self-built dwellings and the like were not usually
taken account of up until the introduction of ‘'The New System of
National Account 1968'. Obviously the inclusion of these items
inflate the total share of this sector considerably, especially in
an economy like that of Transkei.

(2) = FQ§-§ lUEig analysis of the issues involved, see Professor C.
Southey: "Land Tensure in the Transkei", 1981, Unpublished.

(3), (4) and (5) Ibid.
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(iii) Social restrictions which ."include institutions suCh as land

tenure, class relations, social. mores and customs, power

(1)

structure and the whole web of social. interactions.™

"Social roles curtail certain innwvations. Women cannot make
decisions on stock while their men are away, and in some
districts must seek permission from senior. members of the clan
or the headman if they wish to plough. The. social structure,
while enhancing the sense of independence, of males as the head
of the household, seems to compel a great deal.of conformity
and resists change."(z)

"Progressive individuals seeking to.use tin roofs were, until
recently, subject td accusation of displeasing the ancestors,
and usually successful farmers are not free of the accusation
of witchcraft."(B) '

The abovementioned are lafgely institutions and values emerged in a
socio-economic structure which can be meaningfully analysed only with
respect to their historical causai factors. This cognizance is
particularly necessary wHen corrective and palliative strategies are
sought. Otherwise, attempts to eliminate the symptoms create further
imbalances in the sbcio—economic sphere without any positive effect on
economic production. The unsuccessful policies of the Department of
Agriculture of Transkei may, amongst other.things, be due to their
'partial corrective' strategies which seek to improve agriculture.
produce without much concern for factors and values underlying the

motivation and expectation of the peasants.

Whether or not agreement could be reached as to what the causes of

the present poor performance of the agriculture sector are, is immaterial
to the Fact-that this sector, in its present form, does not render any
promise for betterment. This feeble sector accommodates over 90% of

the Transkei population who is in one way or another dependent on this

sector, though not necessarily for their earnings.

S

(1) Ibid
(2) Ibid
(3) Ibid



2.2

163

Drastic, though not necessarily hasty, change of approach. is necessary
for any meaningful improvement in the subsistence economy. Otherwise
with the population growing at 2.2% everyone's share of land slowly
gets smaller and smaller and "people sink into dolleétivé poverty;

they all go down with the ship togqther".(1)

The Public Sector

As explained before, the Transkei economy lacks the circumstances
required for spontaneous growth. The,cruéial role of the Government,
in such conditions, lies thus not only in the sheer.size of its in-
volvement in economic.activities, or its role in.the transition of the
subsistence economy to market economy, but mainly in its function as
an entrepreneur. In other wofds, it has to. direct savings into pro-
ductive investment.or to assume responsibility. for management.
Additionally the Government is the. only proVider of socio-economic
infrastructures. This is particularly relevant after independence in
1976.

At present the public sector's major functions may be summarized as:

(a) The predominant creator of employment and hence demand;
(b) The regulator of income distribution.in the economy; and

(c) A major-contributor to domestic capital formation.

To meet the abovementioned objectives, the major constraints experienc-
ed by the Government of Transkei are: (a) mobilisation of fund for
financing its economic commitment and (b) lack of properly trained
staff to formulate and implement either administrative or development

schemes.

The former is primarily due to the factors discussed under "Overall
Performance" of the economy. In short, meagre tax potential of the
internal economy together with uncertain and arbitra;y transfer from
South Africa create serious financial complications for the Government
of Transkei. The latter source of income constitutes, on average,v
75% of the total Government revenue.  Its.erratic and non-objective
nature obviously puts intractable limitations on.the extent.of Govern-
ment involvement in economic as well as social .activities.. It does

not imply that Government involvement is necessarily desirable, but.in

(1) Harrison, P.: Inside the Third World, p. 79.
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the absence of an extempore growth stimulus in the economy, the
Government initiative is critical for the continuation of economic
growth momentum. Thus, not only the size of the Government expendi-

ture per se but also the rate at which it increases is decisive.

The trend of public sector involvement in the economy in the past,
depicted below, illustrates the fluctuating share of the public sector
in the economy of Transkei. In spite. of its gradual increase, the

public sector share as a percentage of the GDP has been variable.

(1) Percentage share of the Public Sector
in the GDP of Transkei 1954-80

(2) Share of the Public Sector in the GDP

1954-80

54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 13 74 15 76 717 78 79 80

A noticeable development is the relative decline in the share of the
public sector after independence. This is partly attributable to

high South African Government transfers during the 1974-75 period
preceding independence in 1976, mainly for improving certain impression-
istic as well as basic infrastructure. Thereafter the rate of increase
in the transfers decelerated and simultaneously the size of the GDP,

‘due to the preceding investments, increased, making the percentage

share of the public sector. even smaller.

With a marginal increase in the contribution of the public. sector the
percentage share of it decreased to its lowest in.the 70's during the
1978 period. A further characteristic of the post-78 period is the

relatively slow growth of the percentage share of the public sector

PR S IRV o S NN B e B Vel
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in spite of a steady growth of the GDP. This is.mainly due to the
underutilization of Government revenue, particularly the portion
allocated to capital expenditure, i.e.. allocated to the Transkei

Development and Reserve Fund.

For three consecutive years, 1978, 1979 and 1980, . the Transkei Govern-
ment had surpluses to the tune of R11 439 308, R167 257 and R30 400 000'
respectively. Such unspent revenues involve a tremendous opportunity -
cost for an economy like Transkeian and its.consequence would manifest
itself in the form of a decline in the GDP growth rate in subsequent

periods.

Linked to the underutilization of revenue.is the latter impediment
encountered by the Transkei Government, namely the inadequacy of proeer—
ly trained staff for formulation and execution.of development projects.
This, in itself an intractable issue, is further compounded by irregular
and undependable transfers from South.Africa. That is a transfer to-

wards the end of the yearismost probably carried to the next year's

‘account as a surplus or unspent sum.

The persistence of a surplus in the Government budgets has aroused

the argument that the Transkei economy has a.limited absorption
capacity. This contention is simplistic and inapplicable to an under-
developed open economy. The improvement of poor quality education

and health services, neglected roads and the transportation system

" and the basic rural and urban services in Transkei would absorb exorbi-

tant amounts of resources. for years to come. In fact surpluses are’
sometimes developed not because the revenue .(the. transfer from South
Africa) is high but because it is not sufficient to finance any project,

and thus remains unspent.

Unless the aforementioned bottlenecks are eliminated, or at least
alleviated, the contribution of the government.sectof would remain

variable.

The Manufacturing Sector

The manufacturing sector. in the economy of Transkei plays a marginal
role. The share of this sector, as defined in the national accounting
and estimated in the previous chapter, includes.activities in the

subsistence economy which are classified as "manufacturing" and
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economic productions in the market economy classified under the same
heading. In the subsistence economy of Transkei, the oniy manu-
facturing activity is the production of sorghum beer. This production
has very little significance for the discussion here as it neither
provides any real potential. to the economy, nor is it likely to create
any implication for other activities. In fact, the magnitude of this
production is more likely tb decrease as the economy transforms more

to the market .economy. The discussion hereinafter is thus.focﬁsed

on the market manufacturing in Transkei.. .Generally speaking, for

the manufacturing sector to establish and expand,.certain prerequisités
are necessary. In other words, only. an.economy possessing an already
accumulated stock of capital, skilled and semi-skilled labour, efficient
basic infrastructure.sudh as telecommunication media, road and transport
as well as other administrative facilities, . sufficient natural resources
and a reasonably developed markef, is likely to develob a substantial
manufacturing sector. In an open market. economy certain factors need
not be available locally as they may be obtained from elsewhere. For

' instance capital, in whatever form, skilled labour and even raw material
may be imported. But an economy cannot.depend on imports for almost

all its industrial requirements. This seems to be the case in Transkei.

None of the abovementioned prerequisites is .adequately available in
Transkei. Attempts to establish industrial production.have, expectedly,
resulted in a sector with a poor performance and an insignificant:
contribution to aggregate production. The trend of the actual contri-
bution of the manufacturing production.as well as its percentage shafe
of the GDP are illustrated below.
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The Contribution. of the Manufacturing Sector
to the GDP of Transkei 1954-80 .
The Contribution of the Market Manufacturing
Sector to the GDP. of Transkei 1969-80
Percentage Share of Manufacturing in the GDP
of Transkei 1954-80

Percentage Share of Market. Manufacturing in
the GDP of Transkei 1969-80
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54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80

54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80

The manufacturing sector of Transkei is largely a product of the industrial
decentralisation policy of the South African Government.
believed, by the policy makers, that the establishment of industries in

the 'Black areas' would decelerate the influx of Black labour to the

(1)

(1) In 1978, 93,5% .of industries in Transkei were decentralised industries,
0,6% privately owned and the rest were owned by the Transkei Develop-

ment Corporation.
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'Wﬁite areas' and simultaneously would generate income in these areas,
stimulating their economic development. Neither of the objectives

has been, in any meaningful fashion,. realized. The inflﬁx of migrants
has not been affected mainly because these industries, by very definition
of decentralization, have only changed location and not technology.

That is, their operation is based mostly on capital intensive advanced
technologies with littleAdeménd for the type of labour. available in

the area. Moreover their output is.also, qsually,.marketable'only
outside the area. Consequently, they not.only fail to meet the second
objective of the decentralization. policy, but these industries also A

experienceAthe following impediments to their operation:

(i) Their technologies fequire,skilled and/or semi-skilled
labour which is not available in Transkei and has to be

acquired elsewhere at a higher cost.

(ii) Similarly the type of technical services required have to be

attained from outside Transkei at a higher price.

"T‘(iii) The transfer of their expertise to.the Transkeian labour

force is a slow process.

(iv) In the absence of a proper infrastructure.the procurement

of the required raw materials is lengthy and inefficient.

(v) The Transkei market has little potential for their output
and their production has to.be marketed elsewhere, adding

to the unit cost of their product.

To compénsate for the difficulties experienced the Government of South

Africa introduced certain incentives, varying from.one region to another.

The incentives applicable to Transkei (from 1975), as M. K. C. Jackson

(1)

summarizes were:

(a) Deductions from income tax payable of 30 per. cent of the value of
plant and machinery brought to Transkei and 50 per cent. of the .

wages paid to Transkeians for. the first seven.years of operation;

(b) Loan funds of.up to 50 per cent of capital required being provided

at heavily subsidised. interest rates. , ,

(1) M.K.C. Jackson: "Development of Industry in Transkei - Strategy
Considerations", TDR,.Vol.:1, No. 2.
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(c) Factory premises and housing provided at subsidised rentals.

(d) - Railage rebates of 40 per cent. on harbour dues between South

African ports.

(e) Removal costs refunded in cash for industries moving from the

Reef and Durban-Pinetown areas.

(f) Price preferences.of 10 per.cent on Transkeian Govefnment tenders

and of 50 per cent on South African Government tenders..

These incentives did not change after the independence. In fact
according to a pre-independence agreement,=which,remained_vélid up to
the present, the Transkei Government canhot change these incentives
"so as to place Transkei at.an advantage compared to other regions with

s

similar incentives".

The industries are however required to sign an Agency Agreement in

which they commit themselves to imparting technical and business know-

ledge to'Trahskeians, and in which the Transkei Development Corporation
—1s given the option to buy the combany after a specified period (usually

’:20 to 25 years) for resale to Transkeian citizens .

Whilst few industries in Transkei are economically viable,.the bulk of
the manufacturing sector is dependent on heavy .subsidisation, the
financing of which is undertaken by the:Trénskei Government ever since
independence. The viability of such subsidisation in terms of its
costs and benefits merits serious consideration as an enormous opportun-

ity cost may be incurred, to say the least.

The unsuccessful performance of the present manufacturing sector does

not necessarily imply that Transkei could not develop a viable industrial
production. .Certain changes if made can result.in an industrial sector
being established which is more Transkei-orientated.and Transkei-
dependent. For only a series of industries which,deéive their resources
from within the economy of Transkei and mainly rely on the local market

potentials can make suitable contribution to the economy.

2.4 The Trade Sector

The sectors discussed so far.are somehow. constrained by .physical, mostly
natural, impediments. To the contrary. the trade sector in Transkei is

not restrained by any structural bottleneck.
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The performance of this sector depends.mainly on.the effective demand
in the economy. As the towns are the major trade centres; the con-

tribution of this sector is largely functional to the effective demand
of the urban areas. In Transkei, effective. demand in the urban areas
depends to a large extent on public\sector,spending and manufacturing

sector expenditure.

As regards the whole economy, a major contributing factor to the
effective demand of Transkei, is the migranté' remittances. =~ A simul-
taneous study of the public sector, manufacturing and trade sector,
however, shows that the trend of the share of trade is more.responsive

to the trends in-the former two sectors than to the migrants' remittances.

- The following figure illustrates the trend of the contribution of trade

to the GDP (1954-80).

(1) The Contribution of the Trade Sector to the GDP of
Transkei 1954-80.

(2) Percentage share of the Trade Sector in the GDP of
Transkei 1954-80.
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Cﬁmparatively the trade sector has had the largest growth rate after
independence, i.e. 31% in real term (1970 = 100). This may be

attributed to factors such as

(a) trade does not require much capital
(b) it does not demand a complicated expertise, and

(e) it is a familiar activity.

In Transkei like in most underdeveloped. economies, the profit rate in .4
the trade sector is high. This is mainly due to higher price mark

up resulting from the lack of sufficient competition. .

The recent increase in the volume of trade.has induced quite a number
of new entrants to this sector: This.may lead to an increase in

competition which if not maintained would develop into an oligopolis-
tic market in the trade sector. There are in fact already signs of
this phenomenon in the trade sphere in Transkei. If continued, this

may pose serious problems for the further expansion of the trade sector.

I

2.5~ 0ther Sectors

Apart from the major sectors discussed so far, the other sectors have
a marginal contribution to the GDP of Transkei. Further their future

trends are unlikely to be very different from the past.

Oné exception however is the construction sector. Recently, there
seems to be a change of taste, from a round hut to.a square house;
amongst the rural population of Transkei. This, if it prevailed,
could open up a large market for a number of goods.and services. Fuf—
ther development in this sector should therefore be carefully monitored
- and preparatory measures be taken accordingly. Otherwise, a number
of shortages may ensue for goods like corrugated iron sheets, wooden
doors, timber, paint and the like, though in the open economy such

shortages are usually short-lived.
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CONCLUDING REMARKS

The objectives of national accounting statistics can be summarized

as follows:

(i) The presentation of a statistical description of the economy
in the form of a set of accounts and tables which can be
understood by economists. and administrators throughout the

world.

(ii) The facilitating of macroeconomic measurement for policy

purposes and planning.

To meet these objectives, ‘economists and statisticians. have been con-
cerned with a comprehensive, ofderly, consistent presentation of the
facts of economic life, in which the concepts, definitions and
classifications adopted lend themselves to actual measurement and,
within this limitation, correspond to those which.appear in economic
theory and so can be used for economic analysis. As shown in fhis
‘study, major difficulties may be encountered in designing such a set

of accounts. Moreoever, with the constant. change of emphasis in the
use made of such accounts, the.concepts and. classifications employed
have to be altered. For example, with the realization that an emphasis
on economic growth has failed to uplift the living standard of the
masses, attention has shifted towards the.distribution dimension.
Thus, national accounting might have to incorporate. distribution
variables and concepts.  Although attempts have been made to establish
such a-framework, no generallyvacceptable system has been introduced

&)

so far.

By and large, existing national accounting systems are based on economic
theories focusing on secular increases of economic output.. As such
it is difficult to employ them for distributienal analysis. Moreover,

being based on the advanced economies of the Western countries, the

(1) G. Pyatt and A.R. Roc have tried to develop a system of social
statistics. within which a number of distributional. variables are
systematically analysed.  They have applied.their method to Sri
Lanka and Swaziland. For details, see.their book: Social Account
for Development, with Special Reference to Sri Lanka, 1977,
Cambridge University Press, U.K.

~
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‘abplication oflnational accounting systems to underdeveloped

economies requires alteration of definitions as well as ih data
collection methods. The resultant .estimates inevitably embody a
margin of error,. even with the use of the most sophisticated statistic-
al methods. Much could, of course, be done to increase the reliabil-
ity of estimates, in particular with respect to.developing econcmies.
Yet, the resultant aggregatés conceal .the existence and persistence

of privileges, inequalities of wealth and social injustices.

Bearing in.mind the above qualifications,. special .care should be taken
in using and interpreting national accounting. statistics of less
developed economies. This applies in particular where national
accounting is applied to a>regionalweconomy, i.e. where aggregate
estimates highlighf.inter—regional discrepancies in production capaci-
ties and living standards .within a particular economy. Such macro-
economic statistical data usually shed little light on regional differ-
ences in the development potential or non-economic .restraints imposed

.on specific regidns by overall political or social forces.

As far as Transkei is concerned, it has been shown in this thesis that
Transkei's economy is inextricably interrelated.with and dependent upon
the rest of the South African economy. Moreoever, its macroeconomic

" quantification has highlighted that:

a) the meagreness of the current production,capacity of the economy
of Transkéi, i.e. R220.2 per capita GDP in 1980, is partly
attributable to the poor factor endowment of the region. The
socio—economic'policies pursued by the authorities, as discussed
previously, have nevertheless been a major.contributing factor.
These policies, and their consequences.for various socio-economic

(1)

developmehts, are too numerous to be discussed here. From a
hational accounting point of view, . however, the lack of sufficient
local economic resources is aggravated by the population imposed
upon the Transkei region. This is particularly important for the

future socio-political development in the area.

(1) For a detailed study of the consequences. of these policies, see
various publications of the South African Institute of Race
Relations,. i.e. Gerry Maré: African Population Relocation in
South Africa, 1980, South African Institute of Race Relations, JHB.
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b) The relative feebleness of macroeconomic aggregates of Transkei
in comparison with the rest of the South African economy, that _
is, the GDP per capita in Transkei was 20%. of that of South Africa
in 1980. A similar ratio existed between ofherAaggregates.such
as capital formation, aggregate income and the. like in Transkei

and in South Africa.

These aggregated macroeconomic estimates, however, explain very little -
about the fact that at its 'independence', Transkei's economy has .
been saddled with a substantial legacy.of development problems. And
post-independence economic policies have hardly alleviated - possibly
even aggravated - problemg like the enormous discrepancies in living
standards, underemployment and-unemployment, imbalances between urban
and rural development and the many other structural problems. Each

of these issues merits its own intensive research in order to explore
the extent of its prevalence as well as its potential consequences

for the future economic development of the Transkeian region.

"f//A statistical study of theée probiems together with a macroeconomic
. quantification of the type presented in this thesis would provide the
necessary data. for a constructive economic. development policy formula-
tion. Seen from this perspective national accounting statistics
are necessary, but at present. not sufficient, for a statistical

presentation of the underdeveloped économy of Transkei.



ANNEXURE 1

METHODOLOGY AND SOURCES OF DATA
FOR THE 1980 ESTIMATES
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METHODOLOGY AND SOURCES OF DATA

The theoretical framework within which the 1980 Transkei national accounting

estimates are. made, can be characterized as follows: -

1. Estimation Method: The economy of Transkei is, by any definition, an

underdeveloped economy for which the Output Method is best suited. That
is, neither of the other two methods, the Income Method and the Expenditure -

Method, could be employed, mainly due to the lack of necessary data.

According to the Output Method: a) the value added of all economic activities
is calculated and, b) depending on the aggregate for which estimation is
made, the value addeds of the relevant activities are augmented.

By definition, value added refers to the value generated by an economic
activity itself. In other words, the value which is added to the already
existing value. | |

.The value added of an economic'activity is, thus, equivalent to the sum of
receipts of the factors of production involved in the activity. In other
words it is the sum of wages, 1nterest, rent, and profit generated by an

economic activity.

I1. Output: Within the abovementioned estimation method, the Comprehensive
Proeuction Concept, (CPC) is adopted. This is because a) it is assumed,
though subjectively, that the CPC is_pfeferable to either The Material
Production Concept,w=0r §he. Restricted Market Production Concept, apd b)-
it has been adopted in the past to calculate Transkei national accountlng

~ estimates and its adoption here would make the estimates comparable.
According to the cpc, the estimates include all goods and services that:

a) are produced by human labour and capitalj;
b) need to be economized due to their relative scarcity;
c) either have a monetary price or could be assigned, one .by imputation;

d) either directly or indirectly can satisfy human wants.
Thus the following types of production are included in the estimates:

a) all goods and services produced for the market by the prlvate
and public establishments; _

b) all services produced for collective‘use; that of the armed forces,
the traditional social administration;

c) all services produced by non-profit institutions, and

d) some goods and services prdduced by members. of the family for self-

consumption.
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III.Classification: With regard to the abovementioned, the International

Iv.

Standard Industrial Classification (ISIC) is applied to classify economic

activities as follows:

1-

Agriculture, Forestry and Fishing

" Mining and Quarrying

Manufacturing
Electricity and Water
Construction
Wholesale and Retail Trade and Catering and Accommodation
Transport, Storage and Communication |
Financing, Insurance, Real Estate and Business Services

- Community, Social and Personal Services

a) Public Administration
b) Education Services
c) Health Services

d) Other Services

Collection of Data: Given the'dearth'of macroeconomic statistics in

Tfanskei, recourse had to be made to the primary sources of data. The

method of data collection, thus, took three forms as follows:

a)

Personal Interviewsg1)ln the case of government statistics, public

~corporations, major business and industrial enterprises and agricultural

b)

establishments data were collected by interviewing the responsible

officers.

It was assumed that their responses to questions were genuine and no °

subsequént adjustments were therefore necessary.

Business Survey: In order to obtain information er the manufacturing,

construction, trade, transport and storage, financing and insurance, and
(2)
In

June 1981, a number of (economics and statistics) students of the Uni-

other service sectors, a business survey was conducted in 1981.

versity of Transkei, after a short training course, were sent to the 28

districts of Transkei to interview various economic.establishments,

(1) Personal Interviews refers to my own interviewing of various
enterprises. :

(2) See AnnexurelA for copies of the questionnaires used in the
Business Survey.
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In each district of Transkei, there is one town where major economic
enterprises are located. With .the exception of some retailing stores
there are no other economic establishments which could be studied in

(1)

the rural areas. As such, the (student).fieldworkers concentrated

~on the towns only. )

. Over a thousand economic enterprises were studied. Of the questionnaires
received, only 870 were useable and the rest were deficient. _
Subsequently the questionnaires were classified. in termé of the I1sIC.
Certain activities like brick-making, privafe transport, insurance and
churches had not been covered by the interviewers. Data for these
activities were qbtained either by personal interviews, i.e. insurance

companies, or thrbugh the mail.

c) Utilization of available data: The available statistics of other sources/

researchers were used if a) their data proved to be valid and/or not
incompatible with the relevant available information; i.e. labour
statistics of the Department of Interior of Transkei, and b) there was
__ho other alternative for obtaining information, i.e. statistics of the
- Department of Local Government on rent received by the Government.
| Given the aforementioned general notes, the collection of data and also

the computation of the value added of each sector are explained below.

The Agriculture Sector: (A) erg;Pronctidn

There are four. types of agriculture production in Transkei, as follows:
a) Field (Dry Land) Production | '

b) Communal Garden Production

c) Home Garden Production

.d) Commercial Production

The first three types are basically for self-consumption whereas the
fourth one is partly marketed. The commercial. production includes the

State-aided irrigation projects and.also private farming production.

a) Field Production: The Department of Agriculture and Forestry (of

Transkei) has assumed responsibility for production and crop estima-
tion of the field production.
For this purpose, Transkei is. divided. into five agricultural regions

as follaows:

(1) The predominant activity in the rural areas is agriculture, forwhich
data was obtained through the Department of Agriculture of the Trans-
kei Government. : '
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Table 1:
Transkei Regional Agricultural Offices and Districts Under
Their Supervision

Nyanda/ Fingo/ Embo/ West. Qaukeni
Dalindyebo | Gcaleka Maluti _ Tembuland Umzimkulu

| Mganduli Tsomo Herschell Cacadu Mt Ayliff
Engcobo Nqamakwe Mt Fletcher Cala Bizana
Umtata* Butterworth* Maluti . Cofimvaba*- Umzimkulu
Libode Centane | Mt Frere* ' Fiagstaff*
Umzimkulu Idutywa Qumbu , ' | Lusikisiki
Nggeleni Willowvale Tsolo : Tabankulu

Elliotdate

* shows where the Regional Agriculture Office is located.

Each region has its own Chief Agriculture Officer who is stationed in
the Department of Agriculfure and Forestry.in Umtata. Chief Agri-

culture Officers receive estimates of crop production regularly for the

— first five months of the year. Crop estimates are made by the District

Agriculture Officers (DAO) who are not always meticulous and their
estimates involve a considerable margin of error. Furthermore, very
seldom does a District Agriculture Officer revise his January crop
estimates. They seem to be inclined to fill the standard crop estima-
tion forms for February, March, April and May on the basis of their
January estimates. This practice, .given the influence of weather
changes on crop yield, could be very misrepresentative.

However, as few District Agriculture Officers do revise their estihates,

it is advisable to use their May crop estimates.

The Reglonal Agriculture Offlcer, who is in charge of the office in each
region, is respon51ble, 1nter alia, to make crop estimates for the
region as a whole. Regional Agriculture Officers. usually add up their
DAO's crop estimates to arrive at the estimate for the region. A study
of their records showed that very often their aggregation is not done
‘corretly and thus the use of their estimates increases the margin of
error of the ultimate crop estimates.

With respect to the abovementioned, in collaboration with the five Chief
Agriculture Officers, using all the crop .estimates of the DAO's for the

month of May, the fbllowing estimates were arrived at:.
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Table 2:

15 xm.‘. Head = 1,5 Kg.

Crop Estimation of Field (Land) Production in Transkei 1980-81
. Maize Sorghum Dry Beans Peas Puimpking Wheat Potatoes
Area Yield |Y, |Area Yield R\ |Area | Yield] Y Area |Yield uV\ Area | Yield pv\ Area . . .
Region Plant-|(Bags) \Rmo Plant- {Bags)|Hec vpmawaAmmmm.ﬂMo Plant-|(Bags) [Hed] Plant: (Head)|Hec [Plant- %wmpavmvx>wwm t <Hmpa.m\
ed ed o ed ed ed ed ags)|Hec mm: - (Pkt )| Hec
Hec Hec Hec Hec Hec Hec Hec .
1- Fing- 68300]216494| 3 | 5635 [14110{2.5| 4050 5510 (1.4 - - | 5851 momom 0.9| - _ -1 _ -
Gcaleka .
2- Embo- . _
Maluti 50025(100050| 2 |18162 (363242 6501 | 6501 |1 400 |200 0.5 2159 | 4318 |2 310 930( 3 | 589 111780| 2.0
3- West Tembu-
land 267501 3921| 0.1 4581 | 2506(0.5| 2949{ 1296 0.4 20 | a0 |2 | - - |- | 1818 1818} 1 - - | -
4- Qaukeni/ :
Umzimkulu 105681380448 | 3.6| 5567 (16701 |3 5855 {11710 2 - - |- | 6163 |18489 |3 - N - - -
5- Nyanda/ ° .
Dalindyabo |105633 317154 | 3 | 4560 | 4560 |1 10266 |20532 2 - - = [11081 [33243 |3 - - - - - -
qome*Aqoamv 71265 5194 3188 17 367 192 177
* Bag = 70 Kg., Pkt. : Pocket = , .
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Communal Gardens Production: The output of these Gardens is mainly

vegetables. ‘

The Government, through the.Regional. Agriculture Office, provides
farmers with fertilizer and seed. Although. information about the
expenditure estimates of this type of production is available no
record is kept of the output. \ v

Thus, an estimation of production had to.be made. To do so, account
had to be taken of the yield.differential in various districts. A
guestionnaire was therefore prepared and with the help of the District

(1),

Agriculture Officers the following estimates were made

Table 3: Estimated Production of the Communal Gardens in Transkei* 1980-81
. . Number of Total Production **
District Communal | Potatoes | Cabbages | Carrots | Peas | Tomato | Onion
Gardens (Kg) (Kg) (Kg) (Kg) (Kg) (Kg)
1- Bizana 9 3 000 2 500 35001} 4 500}y 3 600 -
2- Butterworth 42 21 000 1 260 6 720 | 8 400} 25 200 -
3~ Cacadu 20 5 000 4 000 3 200 160 60 -
4- Cala 5 1 100 660 385 440 495 -
5- Centane :8 2 400 2 000 120 600 - -
6~ Cofimvaba 3 3 240 1 000 150 100 75 -
7- Elliotdale 5 2 000 1 000 . 200 - 250 -
8- Engcobo 2 . 500 700 200 160 380 -
9- Flagstaff 14 1 250 1 350 1800 2 700 2 2501 3 375
10- Herschel 1 1 147 485 |- 120 600 100 -
11- Idutywa 21 315 1 260 315 630 168 -
12- Libode 31 5 425 31 000 2 325 | 3 875] 15 500 -
13- Lisikisiki 25 3 375 3 000 4 500 { 3 600} 2 550 =
14- Matatiele 10 2 100 750 160 500 200 -
15- Mt Ayliff 28 1 350 1 460 1 100 1 250 1 000 1 200
16- Mt Fletcher 8 2 500 9 000 12 000 1 250 1 500 -
17- Mt Frere 11 6 375 780 1 320 |48 000{ 16 000 -
18- Mganduli 4 500 600 - - - -
19- Nggeleni 8 2 400 8 000 2 600 | 4 000] 4 000 1 000
20- Ngamakwe 4 150 350 80 - 85 -
21- Qumbu 6 360 180 540 240 216 -
22- Tabankulu 24 1 550 1 080 1 100 1 500 1 000 1 000
23- Tsolo 6 240 180 300 120 240 -
24~ Tsamo 15 1 440 12 600 4 000 4004 5 000 1 140
25- Umtata 18%*% 4 000 6 000 3 750 400f 3 000 -
26- Umzimkulu 75 93 750 85 125 |- 1100 1 500} 10 000 | 2 o000
27- Umzimvubu 5 500 750 375 - 500 -
28- Willowvale 28 33 600 33 000 16 800 {11 200| 11 000§ 11 200
Total 446 200 567 | 210 070 68 760 | 96 1251104 369 | 20 915

* Communal gardens differ in size and farmers in different.areas have preference

for different vegetables, thus no comparison of yields is meaningful.

** There are other vegetables, i.e. spinach, green beans, etc..that are produced

in these gardens but their production is relatively negligible.
*¥¥* Only 8 gardens are being used, the rest are not useable due to the shortage
of water.

(1) A copy of the questionnaire is enclosed. See Annexure IB.
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c) Homegarden Production: This production is the result of_the
economic activities of women and old men in the countryside and its
inclusion in the GDP estimates is justifiable.
Unfortunately no research has been done to quahtify the level of
production or to study the significance of this type of production
for rural families in Transkei.
In the absence of any data, a survey was carried out tq make estimates .
for homegarden production. In fact questions regarding this type
of production were inserted in the questionnaire for Communal Garden
Production, explained in (b), and through the DAD's information were

obtained about: .

1) the average output of various products in each homegarden, and
2) the total number of homesteads in each district
The total production then was derived by multiplying the average output
of each homegarden in a district by.the number of gardens in a district,

e.g.:
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Table 4: Estimated Homestead Agriculture Production of Transkei* 1980-81

Number Total Production

District of Home-|Mealies |Sorghum |Pumpkin -| Potatoes |Cabbages| Beans
steads (Bags) | (Bags) | (Tons) | (Tons) (Tons) | (Tons)

1- Bizana 26 200 | 52 400 | 13 100 6 550 3 930 4 192 | 655
2- Butterworth 10 000 | 20 00O 5 000 2 500 1 500 1 600 250
3- Cacadu 22 231 | 44 462 | 11 115 5 558 3 335 3 557 556
4- Cala 9 863 | 19 726 4 931 2 466 1 479 1 578 246
5- Centane 11 503 | 23 006 5 751 2 876 1 725 1 840 288
6- Cofimvaba 12 000 | 24 000 6 000 3 000 1 800 1 920 300
7- Elliotdale (Xhora 8 000 | 16 000 4 000 2 000 1 200 1 280 - 200
8- Engcobo 21 100 § 42 200 | 10 550 5 275 3 165 3 376 527
9- Flagstaff 16 570 | 32 540 8 285 4 142 2 485 2 651 414
10- Herschel 15 987 | 31 .974 7 993 3 997 2 398 2 558 400
11- Idutywa 23 040 | 46 080 | 11 520 5 760 3 456 3 686 |- 576
12~ Libode 29 000 | 58 000 | 14 500 7 250 4 350 4 640 725
13- Lusikisiki 12 956 | 25 912 6 478 3 239 1 943 2 073 324
14~ Matatiele 12 355 | 24 710 6 177 3 089 1 853 1 977 309
15- Mt Ayliff 37 470 | 74 940 | 18 735 9 367 5 620 5 995 937
16- Mt Fletcher | 38180 | 76 360 | 19 090 9 545 5 727 6 109 954
17- Mt frere 2 238 4 476 1119 559 336 358 56
18~ Mganduli 9 600 { 19 200 4 800 2 400 1 440 1 536 240
19- Nguéleni 21 000 | 42 000 | 10 500 5 250 3150 3 360 525
20- Ngamakwe 2 210 4 420 1 105 552 331 354 55
21~ Qumbu 3 224 6 448 1612 806 484 516 781
22~ Tabankulu 21 081 | 46 162 | 10 540 { - 5 270 3 162 3 373 527
23- Tsolo 5626 | 11 252 2 813 1 406 844 900 141
24~ Tsomo 10 300 [ 20 600 5 150 2 575 1 545 1 648 257
25~ Umtata 31 000 | 62 000 [ 15 500 7 750 4 650 4 960 775
26- Umzimkulu 47 331 | 94 662 | 23 665 | 11 833 7 100 7 573 [ 1183
27- Umzimvubu 9 432 | 18 864 4 716 2 358 1 415 1 509 236
28- Willowvale 16 500 | 33 000 8 250 4 125 2 475 2 640 412
Total 485 997 1971 394 | 242 995 | 121 498 | 72 898 77 759 [12 148
Total in Tons - 67 998 | 17 010 [ 121 498 | 72 898 77 759 112 148

* Estimations are based on the assumptions that every homestead garden, on average,
produces 2 bags of mealies, % bag of sorghum, 250 kg of pumpkin, 150 kg of potatoe:
160 kg of cabbages .and 25 kg of beans. Various parts of the area, of. course,
produce different crops with varying productivity and the averages are calculated
from surveying all districts. ,

d) Commercial Production: There are two privately-run. farming schemes, i.e.

Magwa Tea Plantation and Ncora. Irrigation Scheme, and a few State-
administered irrigation schemes of which Qamata, Malenga and Xonxa are
the biggest with 2 715, 280 and 330 hectares under cultivation,
respectively. '

As regards the collection of data, the two private schemes were,directly
approached to get their production statistics.. For the.Government
irrigation schemes, the Chief Project. Inspector in the Department of
Agriculture and Forestry was consulted to obtain production data. The

following table embodies the statistics received from the above sources:
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Table 5:  Agriculture Production of The Irrigation Schemes in Transkei 1980/81
Qamdta Irrigation Scheme _. Malenge wap@mwpo:_ Xonxa Irrig.l Ncora Irr. Magwa Tea Rrojec TOTAL
Present Area Cultivated 2718 Hec'r Present Area: 280Hgc. Present:330 H Present: Present Area: .
Potential Area:’ 4218 Imﬂn, Potential :280 Hec. Potential: 3500 Potential: Potential:
Type Government Farmers Farmers Farmers Farmers Farmers
of Area <v* Area <\ Area <\ Area <\ Area - Y, | Area Y
(Hec- Nield¥ ‘H |(Hec- | Yield ,H (Hec)| Yield H| (Hec) |[Yield| ‘H| (Hec){ VYield \I (Hec)| Yield \I (Kg)
Produce tare) ﬁmumv
1- Maize (Bags) 5 40 81 578 | 4624 | 8 xmm 7000 56 110 | 1650{ 15[ 618 49443 801 21 770 37 [4446890
2- Sorghum (Bags) - - 3 30 | 10| - - - - - - | 349 15954 46] 1405 | 24414] 17 |2827860
3- Wheat (Bags) 6 120 | 20| 342 | 6840 | 20| - - - - - | 209 9733 471 - - - |1168510
4- Beans (Bags) 0.32 2.6 81 217 | 1736 8f 55 660 12| - - - - - - - - 167902
5- Peas (Bags) 1 8 8 16 128 8| - - - - -~ | 357 10200 29| - - 723520
6- Potatoes (Pkt)! 3 9S00 | 300 29 { 8700 |300{ 20 16000 800} - - - 24 40000) 1667 5> | 1803( 361 {1011045
7- Cabbages (Head) 5 4000 | 800 29 | 23200 800y 14 | 336000)24000f - - - 61 | 3741333| 61333 - - 6156800
8- Pumpkin (Head)| 1 800 | 800 57 | 45600 (800| - - - - - - - - - - - 278400
9- Onion (Pkt) 0.43 172 | 400 6 | 2400 |400] - - - - - - - - - - - - 25720
10~ Carrot (Bunch)| 1 400 | 400 | 0.64 256 {400| - - - - - - - - -1 - - - 656
11- Tomato (Case) | 0.54 108 | 200 | 0.54 108 |200] - - - - - - - - -] - - - 1080
12~ Beetroots 0.86 344 | 400 | 0.11 44 |400f - - - - - - - - S - - 388
13- Spinach (Bunch) 0.21 168 | 800 | - - -1 - - - - - -1 - - - 84
|4~ Lucern (Bale) - - - 58 { 5800 (100 - | 200 |33000] 150 ~ - -1 - - - 970000
15- Barley (Bag) - - - 71 - 700 {100{15 1500y 1001 - - - - - - - 154000
16- Tea (Tons) - - - - - - - - - - - - 11405 | 1709| 1.2 ]1709000
* As there seems to be no standardized units for weighting various products, different Ucwp:mmwam: and experts were oo:mcmea
and. the following were to be used:
Maize, Wheat, Peas, Barley and Sorghum: "Bag = 70 Kg"; Carrot: "Bunch = 1 Kg"; Potatoes: "Pocket = 15 Kg"; Cabbages: "Head = 1,5Kg"
Spinach: "Bunch = 0,5 Kg"; Tomato:"Case = 5 Kg"; Lucern: "Bale = 25 Kg"; Onion: "Pocket = 10 Kg"; Beetroots: "Bunch = 1 Kg";

Pumpkin: "Head

** To calculate

5 Kg".

'yield per hectare',

is quite likely, otherwise the figures for 'Government' and.'farmers' would not always be the same.

the statistics of the Department of Agriculture are used and some statistical manipulation
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Furthermore, Transkei Agriculture Corporation (TRACOR) officials
were consulted to obtain data for private farming units supported by
TRACOR.

As regards crop production in 1980, there were oﬁly 73 tons of maize

produced by TRACOR farming units. .

Calculation of Vaiue Added:

In the four abovementioned production systems different methods are
used and value added, therefore, differs aécordingly.

After consultation with a number of District Agriculture Officers, it
was concluded tﬁat the value of intermediate goods in the subsistence
agriculture sector was over 40%, in the case of irrigation schemes 45%
and the case of tealeaf producfion it was 35%. '

Bearing in mind that:
Value Added = Value of Output - Value of intermediate goods

The value added of crop production in different sectors is as follows51)

Type of Sector Value Added as
% of Gross Output

Subsistence Sector 60
Irrigation Schemes: ' v ’
Crop production 55

Tea Leaf Production | 65

It must be borne in mind that these ratios are based on the assumptién
that all farmers in the subsistence sector use the same production
méthod, which requires 40% intermediate goods. This assumption may

be called into question by individual cases where the value of inter-

mediate goods are as high as 85%.

Having assumed the above ratios the value added of crop production is

calculated in the following table:

(1) Development Strateqy for the Republic of Transkei (1980-2000) has
also arrived at similar ratios. See p.25 of the Development
Strategy.
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Table 6: Total Value and Value Added of Crop Production in Transkei*
1980-81 '
Subsistence Economy Modern Economy
Produce Total Total Value Total Total Value
Production | Value Added Production | Value Added
(Ton) (R1 000) (R1 000) (Ton) (R1.000) (R1 000)
1- Maize 139 263 16 433 9 860 4 520 533 293
2- Sorghum 22 204 2 332 1 399 2 828 296 163
3- Wheat 192 35 21 1 169 215 118
4~ Beans 15 336 7 347 4 408 168 80 .44
5- Peas 113 48 29 724 309 170
6- Potatoes 73 276 14 142 8 485 .1 01 195 107
7- Cabbages 77 969 5 770 3 462 6 157 456 251
-8~ Pumpkins 121 865 2 913 1 748 278 67 37
9- Onion 21 7 4 26 7 4
10- Carrots 69 - 8 5 0 0 0
11~ Lucern - - 970 58 32
12- Barley - - 154 33 18
13- Tea - - 1 709 5 965 3 877
14- Others** 110 38 23 2 2 1
Total 49 073 29 444 - 8 216 5 115

* This table summarizes the previous four tables of estimation for four types

* %

of crop production in Transkei.

Included in the subsistence economy are

field production, communal gardens production and home garden production,

and the modern crop production includes the output of the irrigation schemes
and other private farming units (assisted by TRACOR).
Included are items like tomatoes and spinach, the production of which is too
small to be itemized separately.

To arrive at the money value of crop production, the producer prices

of the Department of Agriculture of South Africa were used.

Theoretically, and as recommended by the U.N. National Accounting Manual,

certain adjustments in prices were necessary to compensate for the
quality differential between marketed agriculture product in South

Africa and production for self-consumption in Transkei.

As there was

no basis by which the quality differential could be guantified and hence

incorporated in the price adjustment, no alterations were made in the

prices.

This may imply a slight over-estimation of the total value of

crop products in Transkei.
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B) Livestock Farming

Whilst livestock farming is by far the most prevalent activity in
Trénskei, a peculiar amalgamation of economic and socio-tribal
elements has obscured the real economic role of this activity in
Transkei. This, in turn, complicates the quantification of the
value added of this sector. vThis is further aggravated by the lack
of a reliable check on the movements of livestock across the border
which. makes the estimation .of the amounts.of slaughtering, hides

and skins, increa;ingly difficult. ' )

To calculate the value added of livestock farming the share of the

following items had to be measured:

a) Meat

b) Hides and skins
c) Wool and Mohair
d) Milk

e) Eggs

a) Method: In this case the offtake rate must be calculated first

and depending on the prevailing price the value added be estimated.
The following formula was used to calculate the offtake rate:

Offtake = SB + Birth - (SE + Exports)

where

SB: Number of stock at the -beginning of the year
SE: Number of stock at the end of the year ‘

Evidently dead stock are consumed by the people and thus no provision

for that was necessary.

The Veterinary Section of the Department of -Agriculture and Forestry
was contécted to obtain statistics on the number of stock at the
beginning and end of the year, as well as data on the export and
birth of livestock. Using the Veterinary Section statistics in

the abovementioned formula, the following table resulted:-
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Table 7: Offtake Ratio in Transkei 1979/80 and 1980/81.

Livestock " Offtake Rate No. of Stock
1979/80 | 1980/81 1980/81
Cattle 8% 12% * 221 865
Sheep 19% 19% 503 827
Goats 18% 19% 344 480
Pigs - - - 2 001**
Fowls 25% 12% 151 798

* The sharp increase is due to the death of 70 000 due to
drought in 1980/81. .
** Pigs slaughtered in the abattoirs only.

To estimate the value of consumed livestock, the following table was

drawn up after consultation with the Transkei Meat Industries:

Table 8: Value Added of Various Livestock in Transkei 1980/871 .
. Average Weight Average Price Total Value
Livestock Per Unit (Kq) accrued to the added per unit
supplier per Kg. (R)

Cattle 170 R1.80 306

Sheep 12 *R1.90 23

Goats 15 R1.90 29

Pigs 10 R1.10 77

Fowls 1.50 R1.50 2.60

Using the two above tables, the following table estimates the total
value added of livestock meat in 1980/81:

Table 9: The Value Added of Livestock Meat in Transkei 1980/81

Stock Offtake Value Added Total Value Added
per unit (R) (R)

Cattle 221 865 306 67 890 690
Sheep 503 827 23 11 588 021
Goats 344 480 29 9 989 920
Pigs* 6 001 77 462 077
Fowls 151 798 2.60 394 675
Total Value - - 90 325 383
Added '

* This includes an estimated 4000 pigs slaughtered in the countryside,
i.e. not brought into the abattoirs.
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The Agriculture.Products Brokers (APB), located

in Butterworth, is the main buyer of hides and skins in Transkei.

There is, however, a considerable sale of hides and skins which are
not made through the APB.

the Northern Transkei where 43%

and skins in Transkei are produced.

This phenomenon is prevalent mostly in

hides and skins is sold to the APB.

of the potential amount of hides

- Only 11% of this area's

Using the APB data on the number of hides and skins and the income

received by the farmers, the following table shows the value added

of these products.

A 30% addition to the APB was aésumed to cover

that part of production which had not been traded through the APB.

- Table 10:  The Value Added of Hides ana Skins in Transkei 1980/81
Hides Sheep Skins Goat Skins Total Value Total Value
Added through | Added After
Mass Value Mass value Mass - |Value | APB Adjustment
(Kg) _ (R) (Kq) (R) (Kg)- (R) (R)
851 292 | 248 822 | 286 811 | 164 342 | 79 716 | 36 533 449 697 584 606
In the above table the value accrued to farmers is assumed to be
equivalent to the value added, mainly because the farmers incur
almost no cost before selling their hides and skins.
c) Wool and Mohair: Wool, like hides and skins, is purchased by the
APB. The statistical data were therefore obtained from the APB -
according to which the following table was constructed:
Table 11: The Value Added of Wool and Mohair Production in Transkei 1980/81
Wool Mohair¥* , Total value
Year Added” (R)"
Weight (Kg) Value (R) Weight (Kg) | Value (R)
1980/81 +3 008 489 2 922 165 20 000 108 200 3 030 365

* Mohair is not handled by the APB and these figures are estlmates by the
APB officers.
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As in the case of hides and‘skins, it was assumed that what

accrued to the farmers was tantamount to the value added.

d) Milk: There are two types of milk'product;on in Transkei, i.e.
a) Commercial milk productiocn

b) Milk produced and consumed in the rural areas.

As regards (a) the TRACOR was consulted and statistics were ob-
tained which are included in the table below.
In the case of (b), an estimate was made by assuming tHat
(i) 60% of cattle in Transkei were cows,'i.e.
1 425 533 x 60% = 855 320

(ii) -25% of cows calved every year, i.e. 855 320 x 25% = 213 830

(iii) each cow, if calved, would produce 100 litres of milk,
e.g. 213 830 x 100 = 21 383 000.

Statistics on the number of cattle, and the cow/cattle ratio,
were obtained from the Venterinary Section of the Department of

Agriculture of Transkei.

Using the TRACOR data on commercial.milk production and the above
estimates for self-consumption milk broduction, the following table
was constructed to estimate the total value added of the milk

production in Transkei in 1980:

1able 12: The Total Value Added of Milk Production in Transkei

1980/81 :
Type of Pro- | Price per Total Production Total Value Added .
duction litre
(cents) (Litre) (R)

Commercial 35.5 2 392 736 849 421
Self-Con-
sumption - 28.4 - - 21 383 000 607 277

Total - 23 775 736 1 456 698

35.5 cents was the producer price in 1980 obtained from the TRACOR
and due to the quality differential between commercial and self- _
consumption milks a 20% adjustment in the price was assumed to be

necessary, €.g.:

35.5 - 20% x 35.5 = 28.4
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>e) Eggs: Egg production was estimated by assuming that:

(1) 75% of fowls are hens, e.g. 1 249 777 x 75% = 937 108
(ii) each hen lays 50 eggs per annum

(iii) total number of eggs preduced was therefore:

937 108 x 50 = 46 855 400
(iv) at a price of 4 cents each, the total value (added)

of this item was derived, i.e. R7 874 216.

C. Forestry

The quantifiable contributions of forests in Transkei'are

(i) the supply of timber to the saw mills and furniture

factories,
(ii) the provision of various plantations and camping sites
(iii) the supply of firewood to the rural population.

The Forestry Section of the Department of Agriculture and Forestry
_—— was approached to obtain the data pertaining to the value added of
" the above productions. Usually the value added of such activity

would include:

a) wages‘and salaries
b) interest

c) rent

d) profit

In the case of Transkei where the forests are owned by the governmeﬁt
and their capital investments are financed by the government, the only
item to take into account is (a) above.

The Forestry Section estimated a sum of R7 025 for the wages and
salaries paid in its subsistence sector and R7 784 in its modern

sector.
D. Fishing
There are two fishing companies in Transkei, i.e. The Wild Coast ’
Export Co. Ltd., and the Sea Harvest Co. Ltd.
The two companies were interviewed and the value added of their

activities, including wages and salaries, interest and'profit, amounted
to R82 000.
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It was further assumed that the value added of fishing by the rural
people of the coast was 68% of the value added of the twd companies.
This ratio was arrived at after consultation with the two fishing
companies. ' '

Thus the value added of fishing in the subsistence sector became
R56 000.

The sum of A, B, C, and D represented the total value of the agri-

culture Forestry and Fishing, which is summarized below:’

Tablev13: Total Value Added of the Agriculture Sector by
Type of Production 1980/81

Type of Production Subsistence Modern Economy Total
(R1 000) (R1 000) (R1 000)
A) Crop Pruduction 29 444 5115 34 559
B) Livestock 7
(a) Meat » 90 325 1 454 91 779
(b) Hides and Skins - 585 585
(c) Wool and Mohair - 3 030 ' 3 030
(d) Milk 607 : 849 1 456
(e) Eqggs B 1 874 - 1 874
C) Forestry 1025 . 1784 2 809
D) Fishing 56 82 138
Total 123 331 12 899 136 230

Mining and Quarrying:

As regards this sector, there are ohly three quarries in Tranékei,

one of which is exclusively used by the contractors, of the Department
of Works and Energy. The other two, called the Transkei Quarries,
are actually Transkei Development Corporation (TDC) companies. That
is, they both have the same name and are run by the same management,

though one: is located in Umtata and the. other in Butterworth.

As TDC-owned companies, these quarries pay no rent and their capital
requirements are provided by the TDC. .Thus their value added included
only wages and salaries and profit (in fact they have sustained losses
ever since they were. established). No account .of rent had to be

taken because an estimate for the imputed rent of the entire business
and residential units will be made under the Finance and Real Estate

Sector.
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The value added of the two quarries amounted to R211 562 for 1980/81.

The Manufacturing Sector: Industries in this sector may be classi-

fied as follows:
(i) industries which are owncd by tﬁe T0C.
(ii) industries which are subsidized by the TDC.
(iii) small private industrial establishments, and

(iv) subsistence sector manufacturing activities.

(i) TDC-owned industries: In 1980, there were 12 manufécturing
establishments owned by the TDC. The .value added of. these establish-

ments included:
a) 'wages and salaries
b) profit (if they had any).
. The capital requirements of these establishments were provided by

the TDC and thus no interest was paid by these industries.

(ii) Industries which are subsidized by the TDC: These industries

were mostly established on the Agnecy Basis, mainly as.a result of
the Decentralisation Policies of the South African Government. The

value added of these industries included:

a) wages and salaries
b) profit
c) interest, though most of them received interest

subsidized loans.

(iii) Small Private Industrial Establishments: There were very -

few private manufacturing units not included in (ii) above.
Bakeries were the most important private manufacturing units.
Like category (ii), the value added of these industries included

wages and salaries, profit,and interest.

- e e em Ee em wm mm am e e ww em ew mm an am e em am e e % mm am em e wm e mm e e ew e e

l
; Note 1: Method of Calculation of the Value Added

' The following method was used to estimate the value added of all

|
, the manufacturing enterprises: ,
'a) The value added of one establishment was derived by adding
I
wages and salaries, profit, and interest together.

Wagés and salaries and interest paid.were stated in the

I
1
I
. questionnaire filled in by the establishments.
i
I
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: The questionnaire did not have any question on 'profit' but
1 it included questions about the 'total sales' or ‘annual revenue'.
' From total sales or annual revenue, profit was derived by assuming

the following profit ratios:

Annual Revenue (Total Sales)(R1 000) % Profit

Between 100 - 200 - 15
200 - 500 : , 17
500 - 600 ' .18
600 - 900 19
900 and above ' 21

b) The Average Value Added (AVA) of the Sample was derived:

(TVAS) Total Value Added of the sampled units

n (number of units sampled)

AVA =

3 c) The Total Value ‘Added (TVA) of the sector was derived by
multiplying the AVA by the total number of establishments (N):

TVA = AVA x N

Using the above méthod, the value added of private industrial units

(bakeries) was obtained as follows:

a) In the.survey there were 10 bakeries sampled. Thus the TVAS was
. calculated to be 2 741 170.

b) The AVA was derived, i.e. 2 741 170 : 10 = 274 117.

c) According to the Business Licence Section of thevDepartmentof
Commerce; Industry and Tourism of Transkei, there were 25 bakeries
in Transkei in 1980, i.e. N = 25. ’

The TVA thus was arrived at, i.e. 25 x 274 117 = 6 852 925

Likewise, the total value added of categories (i) and (ii) was esti-
mated to be R12 539 000 (rounded. figure).
The total value. added of the manufacturing sector derived from the
sample became: . '

12 539 000 + 6 853 000 = 19 392 000
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Adjustments:
(a) As admitted by the officials of both the TDC and the Statistics

Section of the Department of Commerce,. Industry and Tourism,
their data concerning the total number of manufacturing establish-
ments were not compréhensive.- Accordingly a 25% upward adjust-

ment seemed to be necessary, -e.g.
19 392 000 + (25% x 19 392.000) = 24 240 000

(b) Transkei, as an underdeveloped region, has a fairly considerable
informal sector for manufacturing items such as bricks, handi- '

(1) To make an estimate for these activities,

a further 14.5% was added to the above estimate, i.e. 3 515 000.

crafts, and so on.

The final estimate for the manufacturing production in the modern

sector was arrived at, e.qg.

24 240 000 + 3 515 000 = 27 755 000

which after rounding off was 27 800 000.

— .
. (iv) Subsistence Sector Manufacturing: The quantification of this

type of production in Transkei is bound to have a high margin of

error. This is mainly because:

a) There is very little known about the nature of manufactur-
ing activities in the subsistence economy of Transkei.
In other words whilst there is no doubt that carpenters,
brick-layers and blacksmiths do exist in the rural areas,
there is no concrete evidence to indicate their production
functions from which an estimate for the value added of

each activity could be derived.

b) It is hard to draw a demarcation line between industries

in the subsistence economy and modern economy.

In the computation of 7980 estimates no attempts were made to identify
the manufacturing activities of the subsistence sector in'any detail. It
was assumed that the total value added of these activities would not be
worth estimating. '

One production which was, however, included in the estimates was the

(7). .The informal sector differs from the subsistence sector. In the
former, money is used as means of.exchange whereas in the latter . -
exchange of goods ard services takes place on a reciprocal bdsis.
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of sorghum beer which is by far the most prevalent manufacturing

activity in the rural areas of Transkei.

In order to make an estimate of the value added of sorghum beer the

following were assumed:

2

b)

c)

d)

e)

f)

Sorghum beer was mainly consumed during festivities, i.e.

weddings, birth parties, after-ploughing celebrations.
Each household had, on average, four celebrations per year.

Assuming a 100 litres beer consumption each time, the average

annual consumption came to 400 litres.per household.

According to a survey conducted through the Department of Agri-
culture and Forestry (referred to.already under homegarden
production), there were 485 997 households in Transkie in 1980.

The total production of sorghum beer was derived as follows:
485 997 x 400 = 194 398 800

The labour requirements (the only factor of production involved)
for fetching water and brewing 100 litres of sorghum beer were
assumed to be 4 days, i.e. 4 x 1.85 = 7.40 — R7.50

The total value added of this activity was then derived as

follows:

194 398 800 x 7.5 = 1 457 991 OUO cents

or :
R14 579 910 - R14 580 000

4. The Electricity and Water Sector:

A. Electricity

In 1980
(1)
(ii)

(iii)

(iv)

Transkei's electricity was supplied by:

Privately-owned generators, mainly for self-consumption

the Department of Works and Energy which was,mainly»responsible'
for the supply of electricity to hospitals, police stations

and schools in certain parts of Transkei where no other source
of electricity existed.

“the Transkei Electricity Supply Corporation (TRESCOR) which

was to take over from ESCOM.South Africa. ' '

a number of municipalities which had their own generators.

(Of course, .not every town in Transkei had electricity.)
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The value added of the above was calculated as below:

(i)

(i1)

(iii)

—

No value added was derived for .privately-owned generators,
basically because these generators were run by the owner and no

remuneration was involved.

The Department of Works and Energy héd 100 electricity generators,
124 pumping plants, 33 boilers, 71 burners and 60 sewerage and

filtration plants,(1)

operating in Transkei. The only factor
payment involved in the above.operation was wages paid to the
labourer employed. (This was because neither .interest nor profit
were involved, though. the interest was paid by the central govern-
ment under the vote for the Department of Works and Energy.)

Data on Wages and salaries paid by the Department for. the provision
of water and eleétricity were obtained from the. responsible section
(project section) of thé Department of Works and Energy. The total
amount was R534 000.

and (iv) The TRESCOR was approached for its.statistics on

a) wages and salaries; and (b) ‘interest paid. during 1980. These
two items formed the value added of the supply of electricity by
the TRESCOR. (See table below). .

As regards the supply of electricity by municipalities, the Depart-
ment of Local Government was contacted. Also the Municipalities

of Umtata and Butterworth were consulted to extract data pertaining

to the supply of electricity in their respective areas.

The data supplied by TRESCOR and the municipalities were used to
derive the following table:

(1)

Strictly speaking the value added of filtration plants and sewerage
should be calculated under 'water', but it makes no difference in
the ultimate estimate.
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available on the basis of an 11% increase per annum.

and the TRESCOR.
* Estimates for 1980 wages and salaries were made, if they were not

Table 14: Value Added of Electricity Supply Through
Municipalities in Transkei 1980/81
.. . Electricity Supply Year for
Municipality - which data is
Wages and Interest Total available*
Salaries ) (R)
1. Bizana 2 278 58 2 336 1978
2. Butterworth 88 248 26 102 114 350 1979.
3. Cala 1 766 - 1 766 1980
4, Cofimvaba 2 686 352 3 038 1978
5. Engcobo 14 958 6 282 21 240 1980
6. Elliotdale - - - 1977
7. Ezibeleni - - - -
8. Flagstaff - - - 1978
9. Idutywa 0 0 0 1978
10. Kentane - - 1978
11. Lady Frere 2 280 60 2 340 -
12. Libode - - - 1977
13. Lusikisiki 15 915 4 281 20 196 1979
14. Mt Ayliff - - - 1978
15. Mt Fletcher . - -
16. Mt Frere 8 060 84 8 144 1979
: /’17 Mganduli - - - 1977
* 18. Ngamakwe - - - 1978
19. Nggeleni - - 1977
20. Port St Johns 1 350 4 841 6 191 1980
21. Qumbu - - - 1978
22. Sterkspruit 0 0 0 -
23. Tabankulu - - - 1978
24. Tsolo - - - 1977
25. Tsomo 0 0 0 -
26. Umtata 107 616 114 287 221 903 1980
27. Umzimkulu 0 -0 0 1978
28. Willowvale 0 0 0 1978
Sub-Total 245 157 - 156 347 401 504 -
TRESCOR 140 082 66 172 207 097 -
Grand Total 386 082 222 519 608 601 -
Sources: Records of the Department of Local Government of Transkei

For towns for

which no data were available, a similar-sized town's data were used
instead.
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B. Water Supply

The value added of this activity may be divided into two parts; e.g.

| (i) Water supply in Town by the municipalities, and

(ii) fetching of water in the rural areas.
The method of calculation for 1980 estimates was as follows:

(i) The Department of Local Government.and the municipalities of
Umtata and Butterworth were consulted to derive the following

statistics:

Table 15: Value Added of Water. Supply in Urban. Areas of Transkei

1980/81
s . Electricity Supply Year for
Municipality . which data is
Wages and | Interest Total available¥*
Salaries (R)

1. Bizana 2 094 1 700 3 794 1978
1 2. Butterworth 49 376 88 418 137 794 1979
. 3. Cala 2 219 - 2 219 - 1980
4. Cofimvaba 2 204 - 2 204 1978
5. Engcobo 2 051 161 2212 1980
6. Elliotdale .M 40 681 1977
7. Ezibeleni 3 400 - 3 400 -
8. Flagstaff 2 861 336 3197 1978
9. Idutywa 2 364 5 400 7 764 1978
10. Kentane - - - 1978
11. Lady Frere 2 100 - 2 100 -
12. Libode 1 480 - 1 480 1977
13. Lusikisiki 2 506 1 363 3 869 1979
14, Mt Ayliff 3 596 - 3 596 ‘ 1978
15. Mt Fletcher 3 500 - 3 500 -
16. Mt Frere 4 401 391 4 792 1979
17. Mganduli 2 214 - 2 214 1977
18. Ngamakwe 1 102 .336 1 438 1978
19. Ngageleni 2 374 27 2 401 1977
20. Port St Johns 3 000 1 691 4 691 1980
21. Qumbu 557 15 - 572 1978
22. Sterkspruit 560 - 560 -
23. Tabankulu 759 3 851 4 610 1978
24, Tsolo ' 2 448 - 2 448 1977
25. Tsomo v 3 600 - 3 600 -
26. Umtata 83 587 229 304 312 891 1980
27. Umzimkulu 2 516 372 2 888 1978
28. Willowvale 2 769 - 2 769 1978
Total 190 279 333 405 523 684 -

Sources: Records of the Department of Local Government of Transkei and
the Municipalities of Umtata and Butterworth..
* Estimates for 1980 wages and salaries were made, if they were not avail-
able, on the basis of 11% increase per annum. Towns for which no data
were available, a similar-sized town's data were used instead.
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(ii) The fetching of water for households in the rural areas is an
inevitable laborious activity, its labour requirement varies in
terms of locality. For the 1980 statistics, an estimate for the

value added of this activity'was made by assuming:

(a) on average, a member of a household spent 1.5 hours per day

to fetch water.

(b) with 485 997 households in Transkei in 1980, the total

number of labour-hours spent was:
485 997 x 1.5 = 728 495

(c) at R1.8 per day - which is a woman's wage in the rural areas -

the value added of.this-activity was arrived at, e.g:

728 995 x 1.8 -
8

The total value added of the Electricity and Water Sector was:

= 164 024 Rand

534 000 + 608 601 + 523 684 + 164 024 = 1 830 309 Rand

5;:Construction

Construction activities in Transkel could be divided into two types:

(i) construction in the rural areas

(ii) construction in the urban areas.

The value added of each type was estimated as follows:

(i) Construction in the rural areas:

As recommended in Paragraph 4.143 of the United Nations documeht'
ST/ESA/STAT 77 of 9 May 1975, for estimating the value of own-
account construction of the traditional dwellings, "the value of
the buildings should be estimated at actual costs of materials
purchased plus an imputed value of labour used, based on the
number of man-hours spent and the averageuagricuitural wages in
the area. No attempt should be made to estimate the value of
materials used which are usually not marketed,,but the imputed
value of labour used should cover the time spent in gathering
these materials." )

Based on this principle, only an estimate.had to be made for the
average number of man-hours required for the construction of the

hut and preparation of the necessary materials.
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Thus the following assumptions were made according to which the

value added of this sector was arrived at:

(a) On average, the construction of a hut would need two months
labour which at the .rate of R6C per month would add up to
R120; .

(b) the average life-span of a hut was assumed to be 20 years;

(c) each household had, on average, 3 huts. Given the 485 997
households in Transkei in 1980, this meant 485 997 x 3 =
1 457 991

(d) given assumption (b),. each year 1.457 991 : 20 - 72 899 — 72 900
were built, i.e. in 1980; .

(e) the total value added was derived by.multiplying (a) and
(d), e.qg.: A

72 900 x 120 = 8 748 000 Rand

Note 2: The above procedure may need to be amended if the
construction method in the rural areas keeps changing
towards a type which requires more marketed materials.
It was noticed in 1981 that- people in the rural areas
began'tb build "square houses" (as opposed to the
round mud huts) with corrugated iron roofs, metal or

wooden windows and doors. Such a trend, if continued,

would alter the above assumptions.

(ii) Construction in the urban areas

This type of construction in Transkei included:

(a) construction financed by the government and undertaken
by private contractors, . .
(b) construction financed and undertaken by the TDC,

(c) construction financed and undertaken by the private sector.

As regards (a), the Department of Works and Energy, which is the only
Department responsible. for construction works, was contacted to obtain
data on its 1980 construction.expenditure.

The total government expenditure. on construction in 1980 was R25 475 000.
After discussion with the officials of the Department of Works and Energy
it was concluded that on average 40% of the total costs of a construction

i
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project would accrue to the factors of production in the form of
wages and salaries, interest and profit.. |
Thus the value added.of the government construction expenditure in

1980 was arrived at, i.e.:
25 475 000 x 40% = 10 7190 000

Concerning (b), data was obtained from the 7TDC Builders Division
according to which the only source of.value added was labour remunera-
tion equivalent to R37 282. ‘

The value added of (c) was derived from. the Survey. The total factor
payments of this type of construction were estimated to be R7 673 000.
(This includes the statistics of the University of Transkei construction

expenditure).

The total value added of construction in the modern sector was therefore

derived, e.g.:
10 190 000 + 37 000 + 1 673 000 = 77 900 000

6.-Wholesale and Retail Trade, Catering and Accommodation Services

"For the calculation of the contribution of this sector, data was obtained
through the 7987 Business Survey. The Survey focussed mostly on the
urban areas of Transkei where the bulk of the trading, catering and
accommodation services are centred. _The method of calculation of the
value added was similar to that of the manufacturing sector, though profit
ratios were assumed to be different.
In other words, the average value added of the sample was calculated
and then inflated by the total number of enterprises in the business.
For the 'total number', the data of the Statistics Section of the Depart-
ment of Commerce, Industry and Tourism were used.
As mentioned eérlier, the bench mark data of the Statistics Section
was incomplete and thus a 25 to 30 per.cent adjustment’seemed justifiable.
The types of business sampled and the derivation of the value added of

this sector are summarized in the following table.
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Table 16: Value Added 6f the Trade Sector in Transkei 1980/81

I
TVA Derived TVA after

Type of Business | Profit | AVA de- Total
Rate rived from | Number | Number of from the Adjust-
Assumed the Sample | Sampled Enterprises | Sample - ment
% in the
) Business

Agriculture Firms 5 3555 3 28 99540 99540
Dressmakers 15 934 5 10 9340 1675
Leatherwork 15 3018 1 4 12072 15090
Carpentry 15 9681 2 M 106491 133114
Printers 18 40733 3 4 162932 162932
Number Plates 15 17928 1 1 17928 17928
Furnishers 15-18 94871 9 15 1423072 1778839
Plate Glass 15. 135090 1 4 540360 675450
Typewriter Co's 15 108057 1 1 108057 108057
Butcheries 15 21560 12 171 3686760 4515891
Dairy Co's 15 7225 2 20 145500 145500
Fruit Shops 15 11056 4 26 287456 287456
Bottle Stores 15-21 21265 6 32 680480 949476
Clothing Shops 15-21 52297 9 29 1516515 2012341
Shoe Shops 15 3174 1 4 12696 15870
Book Shops 15-18 37168 6 10 371680 380972
Jewellers 17 109920 1 2 219840 219840
Sports Requi- , .

sites Shops 15 9500 2 > 47500 47500
Pharmacies 15 41779 3 6 250674 250674
Hardware Shops 15-21 167349 5 10 1673496 1728131
Garages 15-21 62662 17 . 66 48653051 6605346
Cafés 15 17209 28 485 8346365} 10432956
Hotels 15-21 76976 10 89 59271520{ 69882484
Photographers 15 1693 3 46 77878 77878
Curio Shops 15 3481 2 5 17405 17405
Opticians 15 3511 1 1 3511 351
Wholesalers 19 1185255 15 15 17775828} 17775828
General Dealers 1 19 563010 17 17 95726961 9572696
General Dealers II 16 48825 53 53 2587702 2587702
General Dealers III| 14 14283 29 32 4556151 455615
General Dealers IV| 10 5751 70 84 483048} 483048
General Dealers V 9 1941 47 96 186336 186336
TDC-0Owned Business {15-21 253576 11 1 227893331 2789333

Total Value Added 134426418
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In the above calculation, profit rates were assumed to be correlated
to the annual turnover. For various. levels of annual turnover the

following profit ratios were assumed:

Turnover R % Profit
Under 400 000 _ 15
Between. 400 000-700 000 | 16
Between 700 000-900. 000 19
Above 900 000 21

In the case of General Dealers, however, a .somewhat different,classifi;

cation was made, e.g.:

Type Turnover (R1 000) % Profit
General Dealer I 500 and above 19
General Dealer 11 100 - 500 16
General Dealer III | . 50 - 100 14
General Dealer IV 10 - 50 10
General Dealer V S 1-10 | 9

y Note 3: It should be borne in mind that the calculation of the value
! . added of various industries is not. merely a mechanical '
procedure by which the estimator.can follow a certain
formula sequentially. To the contrary, it requires a
reasonably deep knowledge of the operation mechanism of
the industry under consideration and/or the parket structure

within which a commodity .or.service is provided.

derived by sampling methods. :In such cases, the estimator-
has to constantly compare the.sampled cases with the.actual
structure ofythe industry in the economy and make_an effort
to minimize the mafgin of error by eliminating potential

1
]
|
|
!
i
[
]
! This is particularly relevant when the total value added is
|
!
'
'
'
1
! .
. inconsistencies.

1
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For example, in estimating the. value added of the Hard-
ware Industry for 1980, 5 enterprises.were sampled, two
of which were Job Hardware and Buffalo Hardware. These

|
I
I
[
1
| two enterprises were by far the two largest among the 10
:(hardware) enterprises.

1

i

Obviously, their inclusion would make the sample unrepresenta-
I tive of the real situation,.i.e. they would increase the
! Average Value Added of the sample from 7 805 to 337 821.
it Thus they were taken out of the sample, then the AVA of the
:sample was calculated on the basis of the remaining cases,

ti.e. 3.- To arrive at the total_value added of the Hardware,

| .
ICompanles A

1b) the value added of Jobs Hardware and Buffalo Hardware
' was computed, i.e. 1 673 496 a

1c) the total value added was: (a) + (b), i.e. 1 728 131
— ! , : )
1Similar exercises were carried out in the case of 'Hotels',

a) the AVA was multiplied by 8, i.e. 54 635

:Bottle stores and anywhere where the available knowledge of

i the situation made it necessary.’

7. Transport, Storage and Communication

The value added of this sector includes the factor payments of the

following:

(a) Transport Companies

(b) Private Taxis

(c) Transkei Airways

(d) The Railways Transport (SAR & H)

(e) The Communication network.

The derivation of the value added of each of the above, for the 1980

estimates, was as follows:

(a) Transport Companies: In the Survey, six companies were sampled.

The AVA of the sample.was thus calculated, i.e.. 55 001. The total

number of transport companies, according to.the Statistics Section
of the Department of Commerce, Industry. and Tourism, was 105. The

total value added of this activity was therefore 5 775 775.

;



(c)

(d)

Note 4: There were four transport companies, like T.R.T.C.-Ltd.,

Railway Buses, for which a separate estimate had to be

made because the size of their activities was not.by any,
means comparable to the rest. By sampling one of these
companies,. i.e. T.R.T.C. Ltd., a value added of 5 116 792

was estimated for the four companies.

total value added of this section of Transport was estimate to be
5 775 174 + 5 116 792 = 10 891 967

Private Taxis:. Collecting.daté for this type of transport proved

to be most difficult. This was mainly because a) none of the
taxi owners were co—operativé”enough to respond to the questionnaire
and b) the Statistics Section had no record of the number of taxis.
Bearing in mind that there existed a considerable number of "informal
taxis", particularly in the rural areas, it was assumed that the
value added of this type of tranéport would be 20% of the value added
of the transport companies classified under (a), e.g.

10 891 967 x 20% = 2 178 393

Transkei Airways: The value added of this corporation included

wages and salaries, and interest, the sum of which, according to

the data received from the corporation, became 640 256.

Railway Transport: The only factor payment of South African Railways

Transkei branch, was wages and salaries for which an estimate of

- 600 000 was made by the Personnel Manager of the Railways Office

(e)

in Umtata.

The Communication Network: Communication services are provided by

the Department of Post and Telecommunication, the value added of
which consists of wages and salaries paid. by the Department.
Ideally the interest paid by the government for the provision of
communication services should be also.included in the value added
of this sector. For the 1980 estimates no account of .the interest
paid was taken and the value added of this sector, consisting of
wages and salaries of the Department of Post.and Telecommunication,

was estimated to be 2 778 1796.
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The total value added of the Transport, Storage and Communication

was thus arrived at, e.g.

10 891 967 + 2 178 393 + 640 256 + 600 UUQ + 2 778 196"
= 17 088 812 or when it was roundsd off: 17 089 000.

8. Financing, Insurance, Real Estate and Business.Services:

The value added of this sector .includes the factor payment of the

following activities:

(a) Commercial Banks

(b) Building Societies

(c) Insurance Companies

(d) Real Estate

(e) Accountants and Auditors , : -

(f) Attorneys and Notaries

For the 1980 éstimates the value.added of each of the above was

~ calculated as follows:
(a) Commercial Banks: There were 30 banks in Transkei. They were

divided into three groups, depending on their annual revenue, i.e.
(a.1) large banks including the Bank of Transkei, Africa Bank,
Barclays Bank and Standard Bank, all located in Umtata.
The value added of these banks, as .derived from their

own data amounted to 3 373 272.

(a.2) Medium-size banks which included banks located in Idutywa,
Port St Johns, Lusikisiki, Mt Frere and Umzimkulu. Two
of these banks were sampled according to which an AVA of
142 287 was arrived at and the value added of the medium-

gsize banks was derived to be 777 435.

‘(8.3) Small banks which included 21 banks in various towns
in Transkei. Three of these banks were sampled from
which an AVA 3 878 was.derived. Accordingly the value

added of these banks was estimated, i.e. 87 438.

The total factor payments of the banking system was then arrived at,
elg.

3 373 212 + 711 435 + 81 438 = 4 166 085
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(b) Building Societies:  There were four building societies, two of

which were sampled and an AVA of 688 718 was arrived at.

The total value added of .this activity was.thus 7 377 436.

(c) Insurance Companies: There were thrse insurance companies in

Transkei in 1980, i.e. 0ld Mutual, Prosperity Insurance Co. Ltd.,
and Transkei Insurance Brokers. These, of course, had their ‘
branches in various towns of Transkei. ‘

Two of the above companies were sampled and an AVA of 250 165 was
arrived at. This meant a total value added of 750 495 for this
activity in 1980.

(d) Real Estate: ~ Income from home ownership is usually imputed. In
Transkei two separate . imputations should be done for
(d.1) home ownership in the urban areas, and

(d.2) ownership of the traditional dwellings.

for the 1980 estimate, the following method was used to impute the

above values:

(d.1) Urban area home ownership: The following formula was used

to estimate the total imputed rent for a town.

Total Annual Imputed Rent = Total Number of Erfs x Monthly Imputed
Rent x 12 '

For example, in Bizana there were 175 erfs; Montly Imputed Rent
was estimated to be R69 and thus

Total Annual Imputed Rent for Bizana = 175 x 69 x 12 = 144 900

A similar procedure was adopted for each town and thereby the total
annual imputed rent for the urban areas was estimated.

Data on the number of erfs.in each town were obtained from Rosmarin
ELS & Taylor, Town and Regional Planners in Umtata. Also the
Department of Local Government -and the municipalities. of Umtata and
Butterworth were consulted. |

The above sources were also consulted to estimate the. monthly impﬁted .

rent for each town.

-The total annual imputed rent for the.urban areas was estimated to be
R10 594 000 in 1980.
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(d.2) Ownership of traditional‘dweilings: The imputation of the

income derived from home ownership in the subsistence economy is
based on the concept that the value added, derived from the
traditional dwellings, must be equal to the current maintenance cost
and a provision for replacement.

In Transkei's traditional construction,. there is little purchased -
material and thus no need for an estimation of interest on funds

invested.

For 1980, the total rent imputed for the. rural areas of Transkei

was estimated by assuming:

(i) The cost of building a hut was R120.
(ii) The economic life span of . a hut was 20 years
(iii) The labour cost of the maintenance of a hut was tantamount
to the annual depreciation of a hut, i.e. R120 over 20
years which meant R6 per year.
(iv) There were 485 977 households, each having 3 huts.:
This meant 485 977 x 3 = 1 457 931,
(v) The total annual imputed rent was therefore estimated
to be: _
1457 931 x 6 = 8 747 946
or when it was rounded off: 8 748 000.

The total imputed rent for the entire economy was the sum of
(d.1) and (d.2), e.g.:

10 594 000 + 8 748 000 = 79 342 000.

e) Accountants and Auditors: According to the Statistics Section

of the Department of Commerce, Industry and Tourism, there were 6
firms in this sector. Four of these.firms were sampled in 1980
and an AVA of 51 004 was derived from the sample.,

Accordingly, the total value added of this sector was 306 024

for 1980.

f) Attorneys and Notaries: In this sector, there were 37 firms of

which 6 were sampled. The AVA of the sample was 40.052 according to
which the total value added of this sector amounted to 7 482 924 for
1980.
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The calculations in (a), (b), (c), (d), (e) and (f) abave are
summarized in the following table:
Table 17: Value Added of Financial, Insurance, Real Estate, Transkei 1980/81

Type of Activify Modern Economy | Subsistence Econamy
' ~ (R1 000) (R1 000)
(a) Commercial Banks ' 4 166 -
(b) Building Societies 1 377 | -
(c) Insurance Companies - 750 -
(d) Real Estate 10 594 . 8 748
(e) Accountants and Auditors 306 ' -
(f) Attorneys and Notaries 1 483 -
Total Value Added 18 676 8 748

. 9. Community, Social and Personal Services

Included in this sector are:
— :
: (9.1) Public Administration

(9.2) Education Services

(9.3) Health Services

(9.4) Other Services
The calculation of the value added of each of the above services
requires a study of the circumstances within which the service is’
provided. For instance depending on whether the.educational services
are provided by the private sector or the public sector, or both, thé
derivation of its value added would differ, mainly because factor
payments would differ. The same is true of the heélth services.
Even the Public Administration sector requires a clear definition,
that is, whether it includes public corporations or not.
In Transkei, education services.are proVided mainly Gy the government
and health services are supplied by both the private and public sectors.
The Public Administration sector in Transkei includes the Central
fovernment, the Local Authorities and the Transkei Development Corpora-
tion. ‘ '
Other 'services' usually include économic services which are provided
in the ecoriomy but not included in any of the. sectors discussed thus

far.

In 1980, the value added of each of the above services. was estimated

~ as discussed below:
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(9.1) Public Administration:

As regards this sector, the following aggregates had to be estimated:

(a) the value added of the Central Government;
(b) the value added .of the Local Authorities;
(c) the value added of the Transkei Development

Corporation (TDC).

(a) The Value Added of the Central Government:

The value added of the government includes:
(i) salaries and wages paid to the civil servants from
subhead 'A' in each vote;
(ii) salaries .and wages paid from subheads other than 'A';

(iii) interest paid by the government on loans.

Data pertaining to items (i) and (ii) were obtained from the Expenditure
Section of the Auditor-General Office.  Information on (ii) was
received by approaching the accountant sections of all the government
departments.(1)

The statistics received were as follows:

Table 18: The Value Added of The Central Government of Transkei 1980/81

Source of Factor Payments ' ' Amount (R1 00Q)
1. Salaries and Wages paid from Subhead 'A'* 32 846
2. Salaries and Wages paid from Other Subheads 10 081
3. Interest on Public Debt 12 536
Total 55 463

¥ This excludes salaries and wages of the Department of Education and
the Department of Health and Welfare as they are included in their
respective sector below. '

(b) The Value Added of Local Authorities:

As concerns the Local Authorities (ii), the Department of Local
Governments were contacted where data on most Municipalities were
obtained. The Municiﬁalities,of Umtata and Butterworth were
consulted directly to receive their relevant statistics.
‘According to these sources,.the table below .estimated the contri-

bution of the Local Authorities in 1980:

(1) See Annexure IC for copies of questionnaires used.
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Table 19¢ The Value Added of The Local Authorities in Transkei

1980/81
Municipality General Services : Yegr for .
‘ Wages and Interest Total Whl?h dati 1S
- Galaries . (R) available
1. ‘Bizana 30 183 1 050 31 233 - 1978
2. Butterworth 499 339 44 830 544 169 | 1979
3. Cala - 27 789 23 - 27 812 1980
4. Cofimvaba 38 817 - 38 817 1978
5. Engcobo 25 869 3 761 29 630 : 1980
6. Elliotdale 5 201 398 5 599 1977
7. Ezibeleni , 26 500 - 26 500 -
8. Flagstaff 34 524 136 34 660 1978
9. Idutywa , 56 536 15 308 71 844 1978
10. Kentane 7 898 - 7 898 1978
11. Lady Frere 30 200 - 30 200 -
12. Libode 19 121 63 19 184 1977
13. Lusikisiki 58 429 4 554 62 983 1979
14. Mt Ayliff 27 702 - 27 702 1978
15. Mt Fletcher 27 000 - 27 000 -
16. Mt Frere 41 445 .6 519 47 964 1979
—17. Mganduli - 11 360 - 11 360 1977
."18. Ngamakwe - 8 641 941 9 582 1978

19. Nggeleni - 14 812 - 14 812 1977
20. Port St Johns 64 007 6 840 |- 70 847 1980
21. Qumbu ’ 16 619 1 711 18 330 1978
22. Sterkspruit 16 620 - 16 620 -
23, Tabankulu 15 705 - 15 705 1978
24. Tsolo 34 592 - . 34 592 1977
25. Tsomo 27 700 383 28 083 -
26. Umtata 952 995 180 870 | 1 133 865 1980
27. Umzimkulu 19 169 2 067 21 236 1978
28. Willowvale 6 792 - 6 792 1978
Total 2 145 565 269 454 | 2 415 019 = -

Source: Records of the Department of Local Government and data obtained
from the Municipalities of Umtata and Butterworth.

* Estimates for 1980 wages and salaries were made, if they were not
available, on the basis of an 11% increase per annum.
(c) The Value Added of the TDC:
The value added'of the TDC included:
1- Wages and salaries paid by the TOC
2- Interest paid by the TDC.

As included in 'TDC 1980 Annual Report', the above factor payment
amounted to R7 815 000 in 1980.
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The total value of the Public Administrétion in Transkei was therefore

arrived at as follows:

Table 20: Value Added of Public Administration in Transkei 1980/81

Source of Factor Payments Amount (R1 000)
1. Salaries. and Wages paid from.Subhead 'A'* - 32 846
2. Salaries and Wages paid. from other Subheadd 10 081
3. Interest on Public Debt : 12 536
4. Factor Payments of Local Authorities 2 415
5. Factor Payments of the TDC 7 815
Total . ~ 65 693

* This does not include salaries and wages of the Department of
Education and Department of Health and Welfare. as explained
before.

[ .

’fNote 4: Whilst on the issue of the government sector, the following data

"~ should be extracted from the government accounts, for their
subsequent use in the derivation of some national accounting

aggregates, e.g.:

(i) the total indirect taxes collected by the government,
(ii) the total subsidies paid by the government
(iii) the total transfers paid to the households,

(iv) the total transfers received from the households

(v) the total direct taxes collected by the government.

For the 1980 estimates, data on (i), (iv) and (v) were received
from the Revenue Section of the Auditor General's Office

and statistics on (ii) and (iii) were obtained from the
Expenditure Section of the same office.

In 1980 the above aggregates were estimated to be:
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(1) Indirect Taxes:

Table 21: Total Indirect Taxes.Received by the Transkei:
Government 1980/81 :

Source of Tax Amount (R)
1. Quitrent 83 861
2. Stamp duties and fees 509 249
3. Estate duties ' 86v933
4. Transfer duties 41 421
5. Motor- Vehicle Tax 1 644 632
6. General Sales Tax 11 226 444
7. Customs and Excise* 119 704 00O
Total 133 296 540

Source: Data obtained from the Revenue Section of the

Auditor-General's Office

¥ Owing to the functioning of the Common Custom, this item

is more of a transfer from abroad.

(ii) Subsidies:

Table 22: Total Subsidies Paid. to the Production Units
by Transkei Government 1980/81

Vote v Subhead Amount (R)
2 Assistance to farmers 654 656
Assistance to State-aided
special schools 769 364
11 . Assistance to Municipalities 331 032
12 Incentive to Industries 3 934 154
Total >

689 206

- e ws ww em wm wm ww wm wm mm em mm e am e e wm wm ew e s e wm e wm e me e mm wm em mm mm em wm mm mm = mm % e wm ee em mm mm ww e = wm e mm W w= =
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AN
(iii) Transfer to the Households:

Table 23: Total Transfers to Households in Transkei 1980/81

Vote Department Expenditdre
1 Prime Minister P 739 957*
2 Agriculture and Forestry . 654 739
5 Education ' . 401 535
8 Health and Welfare ' : 8 532 858
9 Interior and Social Services 30 604 930
10 Justice 265 062
16 Public Service Commission 13 928
Total | | 41 213 009

- e e mm em e e we mm em e we me e em em e wm wm bl e am e e e e am em wm mm me e mm em dm e em em e em e e mm e e mm mm mm v em em mm = em e

Source: Data obtained from the Expenditure Section of the
Auditor-General of the Government of Transkei
* This is basically salaries and presentations to chiefs
and headmen. ’

(iv) Transfers Received from Households:

Table 24: Total Transfers Received from Households
by the Government of Transkei* 1980/81

“Source o “Amount (R)
1- General Tax 260 073
2- Local Tax _ 2 395 123
3- Fines and Forfeitures 569 172
4- Special Tax 1 570 482

" Total 4 794 852

‘Source: Data obtained from the Revenue Section of -
the Auditor-General's Office of Transkei
Government

* This category includes all transfers enacted on

an ad hoc basis.
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(v) Direct Taxes

Table 25: Total Direct Taxes Received by the
Transkei Government 1980/81

Source , Amount (R)
1- Employee's Tax 7 789 801
2~ Provisional Tax ' 10 527 759
3~ General Levy 2 701 105
4- Licences 228 788
5- Immovable Property Tax A 811 449
6- General Stock Tax - 1 996 718
7- Income Tax 358 705 |
Total 24 414 328

Source: Data obtained from the Revenue Section
: of the Auditor-General of the Transkei
Government '

- em e e am e e M dm e e mm e mm e en A em e ma e e e me mm e e m e e

(9.2) Education Services: The factor payments of the Department of

Education, mainly wages and salaries, together with that of the
University of Transkei made up the total value added of this sector
in 1980, e.g.: R55 900 00C. '

(9.3) Health Services: According to the Department of Health and Wel-

fare there were 60 private medical doctors and 294 doctors who were
‘employed by the government working in the hospitals .in 1980. 0f the
former group, 8 were sampled according to which an AVA of 62 869 was
calculated and the resultant total value added was 37 727 740.

The value added of the latter group was included in”the factor pay-
ments of the Department of Health and Welfare, i.e. 23 702 987.

Additionally there were.4 herbalists, all of whom were sampled and a
total value added.of 160 917 was derived.

\

The total value added of Health Services was therefore

3 772 000 + 23 103 000 + 161 000 = 27 036 000
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(9.4) Other Services: The estimation of value added of this sector

was made in accordance with the formula explained previousiy (see

Note 1).

The services included and.the method of derivation were as

~in the following table:

Table 26: Value Added of Other Services in Transkei, 1980/81

sumniarized

"Type of Services Profit | AVA derived |No. Total Nol TVA de-{ TVA
rate from the sampled| of enter- rived after
assumed [ Sample lprises in from adjust-

% the busi- the ment
ness Sample

1~ Undertakers 15 14 396 5 12 172 7521 215 940
2~ Hairdressers - 15 3 780 3 15 " 56 700 70 875
3- Dry-cleaners 15 20 682 2 7 144 774) 144 774
4- Panel-beaters 15 51 773 1 4 207 092f 207 092
5- Watch Repair Shops 15 2 712 3 4 10 848] 10 848
6~ Mechanical Repairs | 15-21 121 923 4 15 1 828 845]2286 056
7- Shoe Repair Shops 15 11 572 2 4 46 288} 57 860
8- Radio Repair Shops 19 2 400 1 8 19 200 19 200
9- Plumbers 15 129 124 1 5 645 620} 807 025
10- Clubs 15 34 752 1 1 34 752 34 752
11- Churches - 24 102 13 30 723 0571 723 057

12- Broadcasting
Services - 813 500 2 2 1 627 000j1627 000
Total Value Added (rounded) 6302 000

l

As regards the subsistence sector, many services like hairdressing,

beauty treatment, traditional rituals and feasts, funeral and mutual

assistance are practised on a reciprocal basis, and thus no estimates’

for them were made.

Having made the aforementioned estimates for the 9 sectors, the follow-

ing aggregates could be estimated.

I - The Gross Domestic Production (GDP):

The sum of the factor pay-

ments of the 9 sectors would represent the GDP of the econcmy.

For 1980, the GDP of Transkei was:
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Table 27: The GDP of Transkei by Type of Economic Activity 1980
Tvoe of Activit Subsist- Market Total GDP
yp Y ence Economy - (R1 000)
Economy {R1 000)
(R1 000)
1. Agriculture, forestry : '
and Fishing 135 664 12 899 148 653
2. Mining and Quarrying - 212 |- C212.
3. Manufacturing ' 14 580 27800 42 380
4. Electricity and water - 164 1 666. 1 830
5. Construction 8 748 11 900 20 648
6. Wholesale and Retail
trade and catering
and accommodation
services - 134 426 134 426
7. Transport, Storage and
Communication : - 17 089 17 089
8. Financing, Insurance, Real
Estate and Business .
services B 748% 18 676 27 424
9. Community Social and
Personal services .
—"a) Public administration** - 65 693 65 693
* b) Education services - 55 900 55 900
c) Health services - 27 036 27 036
d) Other services - 6 302 6 302
Total 167 904 - 379 599 547 503

* This indicates only home ownership in the rural areas

** The value added of the TDC is also inclgded.

II - The Gross National Product (GNP):

By definition, the GNP is:

GNP = GDP + Foreign Factor Receipts - Foreign Factor Payments

The foreign factor receipts of Transkei consisted mainly of migrant
labour earnings and commuters' earnings. '

Using the statistics of the Department of Interior of %ranskei, as
published in thevTranskei Development Review 1981, Vol. 1, No. 2, an
estimate was made for the 1980 migrants' earnings. Also, an estimate
for 1980 commuters was made by adjusting 1979 BENSO data on the number

of Transkei commuters.

The following table resulted from-the above estimates:
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Table 28: .
Transkei Factor Receipts from the Republic of South Africa 1980

Source of Month of Average Annual Total Total
Receipt Employment Wage p.m. | Earning No. of Receipts
p.a. (R) (R) Workers (R1 000)
{1- Migrant 9.5 175 1662.5 345 116 573 755
Labour :
2- Commu-. .
' t 12 65 780 9 968 7 775
ers _ _
Total - - - 355 084 581 530

Source: (a) Number of Migrants obtained from the Transkei Development
Review 1981, Vol. 1, No. 2. '
(b) Length of employment and average wage were provided by the
labour recruiting organisations in Umtata. :
(c) Number of Commuters were estimated on the basis of the
1980 BENSC Statistics.
’iAs regards foreign factor payments estimates had to be made for the

following payments:

(1) Private sector foreign factor payments
(ii) Public Corporation foreign factor payments, and

(iii) Public sector foreign factor payments.

In the questionnaire of the Business Survey, there were questions concern-
ing the foreign factor payments of the firm. Thus an estimate was mate
on the basis of the sampled cases in each sector. Of course not all the

economic activities had foreign factor payments.

However, the industries'for which foreign factor.payments were estimated,
together with the foreign factor payments of the public operatibns and

the government sector were as follows:
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Table 29: Transkei Foreign.Factor Payments to South Africa 1980

Source of Payment Amount (R)
I- Private Sector:
1- Manufacturing 164 357
2- Wholesalers 147 420
3~ General Dealers I 38 306
4- Others 83 161
II- Public Corporations
1- Capital Radio 443 824
2- Transkei Airway Corporation 246 689
III- Public Sector
1- Interest on Public Debt 12 535 554
= Total 13 659 311
Total after 10% adjustment 13 769 000

A 10% addition to the total estimate was necessary to compensate for

the underestimation and/or exclusion of public sector payments to the

foreign factors.

Having estimated foreign factor payments and receipts, the GNP was

estimated as below:

GDP (R1000) { Foreéign Factor
Receipts (R1000)

-Foreign Factor

Payments (R1000)

GNP = L547'503 + 581 530

- 13769

This was the GNP at factor cost.

the following formula was used, e.g.:

fc

ONP = GNP, + Indirect Taxes - Subsidies.

=1 115 264

To arrive at the GNP .at market pricé



221

(iii) Concerning the private sector, a question was put in the
questionnaire pertaining to the 'investment expenditure'’ of the firm.
Similar to the calculation of the total value added of an industry,
an estimate was made for the gross fixed investment of the industry.

In other words:

a) the average gross .fixed capital formation of the sampled

cases was calculated, and then
b) inflated by the total number of firms in the industry.

In this way, private sector gross fixed capital formation in 1980

was estimated to be R80 304 000.
The sum of (i), (ii), and (iii) made up the total GFCF in Transkei .
in 1980, e.g.:

10 526 000 + 5 845 000 + 80 304 000 = 96 675 000

Net Fixed Capital Formation is, by definition, the difference between

the GFCF and Capital Consumption Allowances, e.g.

96 675 000 - 34 952 000 = 61 723 000
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Thus the GNP at market price for 1980 was:

GNPFC (R1000) Indirect Taxes | Subsidies | (R1 000)
(R1 000) (R1 000)

GNP = 1 115 264 + 133 297 - 5689 = 1 242 872

'Indirect taxes' and ‘'subsidies' were already estimated under the

Government sector. (See Note 4).

II1I1. The National Income: The national income or net national product

is, by definition, equal to:
NNP = NI = GNP - Capital Consuhption Allowances (or Depreciation)

Obviously, the national income could be expressed in either 'market
price' or at 'factor cost' depending on whether the net indirect

taxes are included or not.
—In Transkei the total capital consumption allowances include:

! (i) the depreciation of the capital stock used

by the government sector,

(ii) the depreciation of the capital stock used

by the public corporations,

(iii) the depreciation of the capital stock used

by the private sector.

To make estimates for the above items for the 1980 estimates, the

following assumptions were made:

(a) It was -assumed that the maintenance expenditure in the
government accounts was equivalent to the depreciation of

capital stocks used by the government, i.e. R26 962 000.

(b) Similarly the repair outlays of the public corporations, as .
revealed in their accounts, were taken as equal to their capital

consumption allowances, i.e. R377 000.

(c) An estimate was made for the 'wear and tear' of the private
sector stock of capital based on the data obtained in the Busi-

ness Survey, i.e. R7 613 000.
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fhe total capital consumption allowances for 1980 were estimated
to be:
26 962 000 + 377 000 + 7 613 000 = 34 952 000

The national income for 1980 was derived as Foliows:

GNP at market|Capital Consump- R1 000
price (R1000)|tion allowances
(R1 000)
National Income (at ' :
-market price) = 1 242 B72 - 34 952 = 1 207 920
and |
GNP at factor|Capital Consump- R1 000
cost (R1 000)| tion allowances '
: (R1 000)
National Income (at '
factor.cost) = 1 115 264 -~ 34 952 = 1 080 312
.~ 1V. Gross Fixed Capital Formation (GFCF): As in the case of 'capital

consumption allowances', estimates for the following three sectors have

to be made:

(i) GFCF by the public sector
(ii) GFCF by the public corporations, and
(1ii) GFCF by the private sector. '

The method of estimation for each of the above estimates was as

follows:

(i) Government expenditure of a capital nature (or of a non-recurrent
nature) was assumed to constitute the GFCG of the public sector.
Examples of this type of expenditure were expenditure on a new planta- .
tion area by the Department of Agriculture and Forestry, the erection

of hospitals and schools by the Department of Works and Energy.

In 1980, government expenditure of a capital nature amounted to

R10 526 000.

(ii) As regards the public corporations, the GFCF was derived from
their statistics made available in the Business Survey.
For 1980 R5 845 000 was the total GFCF of the public corporation in

Transkei.
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. ANNEXURE TA - 1
; Republic of Transkedi
;- BUSINESS AND EMPLOYMENT SURVEY - 1981
i@ ; N

1 GENERAL
}

; : - —
: ! : . 4 . . | | 1
1.1 Name of establishment __________ e S S ot No. :
1.2 Postal address __ b Mag . Distr.‘ 2
i - - : 3
! : P : . Adm, Area
1.3 What year did the business start ___ ' __ ' _________ .. &t ____ e Est. Cade
. : R
1.4 Gwnership and control (mark with Xk Date distrib,
: o ) —
) - S ; Fieldworker
1 ? 3% 4 5 : 6 7
Individual | Partnership | Private | Public’| Non-profit Public | Other: .
[ : Company Institution | Corporatlon | ___ ___ . _......
.5 Activities of esteblishment - complete, and mark relavant box(es) with X:
1 Commercial 2 Financial 3 Industrial 4 Professional - 5 Services 5 Other
' : / ey
Wholasale Bank ‘ F Textils : " Medical Dr. Hotgl ;C Agriculture u
Gensral Dsaler Insurance Agency | - Pottery Attorney Restaurant [ | __________ -1
Supermarket Building Society [ - | Butlder | ] e, Repairshop : e -
Butcher | | 1 — e Taxi I f‘"
[ N R — ] o m———. Transport ] I, ]
h : Ced 7 —
---------------------------- j SETmTeTTT J etk S TTEnTTEmTT \.—J T
~ BUSINESS EXPENDITURE DURING LAST FINANCIAL YEAR - From ___________ ty
»1 Totel salaries and wages: Monthly average R ___________ OR 12-month totel R ______ ————
'+2 Salaries/wages paid to persons outside Transkei 12-month total R ______ ___._
12-month total spesnding
) - Dutside Transhkei Insidg Transkel
2.3 Purchass of plant, mechinery, esquipment, fittings,
tools, working materisl + « . 4 4 v 4 e e e e o 0 R I 1 e ———
=2.4 Maintenance and repair work . . . o o'0 v o v o o R ____ e R . e ayo———r——
—2.5 Payments to building contractors . . « « . ..o o R _______________._...  R__ e~ —— -
2.6 Expenditure on self-constructed bulldings . . e R pemmemme Rl e am————
2.7 Purchese of goods for resale/pracessing or
locael assembly .+ + & ¢ + s ¢ o s 6 e s s 0 e e R _ . R e
2.8 Rental for land/buildings/plant .« « « o & « v o o R . R oo L
2.9 Intersst paid on borrowed cepitel/morey . . . . . R __________.__ . __ ——— R ______. pomr—m————
=) BUSINESS TURNOVER OURING 'LAST FINANCIAL YEAR -Monthly Average 12-month_Total
=3.1 Totel ssles.or ravenue from business activities R e orR R cen
-3.2 Sales to/revenue from customers outside Tramskei R __________________ OR L e~
—  BUSINESS ASSETS (appr. value) - at end of financial ysar (or September 1880)
1.1 Land/property . . . . . R __________ o
t.2Buildirgs . « v . o .. R ______________
—4.3 Plant, machinery, etci! R _________ _____
m},4 Vehicles . . . .+ .. R ______________
=t.5 Other fixec a@ssets . . R ____
R PTC

l«§ ,Merohandise stock . . .




225
ANNEXURE TIA - 2

Republic of Transkei
EXPENDITURE AND EMPLOYMENT SURVEY - 1981

1 GENERAL
No, 2
1.1 Neme of establishment _
Mag. Distr.
1.2 Postal address ____
Adm, Area
""""""""""""""""""""""""""""""""""" Est. Code 2
1.3 What year was this establishment sterted? _____
Date of distrib. 81
1.4 Control {(mark with X}: =
Fisldworker
1 2 3 4 5 v B 7
Government Department: | Municipality { Other Local Public Church Dther Non-profit | Dther (specify):
_____________________ ) Authority Corporation | Organisation Institution e
1.5 Activities of establishment - complete, and mark relevant box(es) with X:
1 _Educational 2 Health 3 Branch Offices 4 Welfare Inst. 5 Church Organisations 7 Sports Organisations
Primary Hospital Post Office [ | _____ ...V | oo UV
Secondary Clinic Magistrate | | _________ UV Ul
T i
ertlary | | - Munieipality v | . 6 Cultural Organisation 8 Other (specify):
! EXPENDITURE DURING LAST FINANCIAL YEAR - From till

'+ Total salaries and wages: Monthly average R

'+2 Salaries/wages paid to persons outside Transkei . . . . . . . . . . 12-month total R

12-month total spending

Outside Transkei Inside Transkei
7.3 Purchase of plant, machinery, equipment,
fittings, tools, working material . . . . . « o R __ . R .
.4 Construction, maintenance, repair work . . . . . R _____________ PO R
!.5 Purchase of goods for resale . . + « « « « « « R ______ R
'.6 Other expenditures {(interest, insurance, - )
rentals, etc.] . . .00 000 e o 0w e o W R R

BUSINESS ASSETS (appr. value) - at end of financial year (or September 1980)

»1 Land, property . . . . R __________________. 3.4 Vehicles « . . + » « R ___ o _____
.2 Buildings . . . . . . R _____ 3.5 Qther fixed assets . R _____________.___
.3 Plani, machinery, etc. R 3.6 Merchandise stock . . . R ___

EMPLOYMENT - indicate average number during last financial year (or September 1980)

Present Employment Vacancies Will you need
Male Female at present more labour
part-time | full-time | part-time | full-time | Male/female | in 1-2 years?
: (number) No Yes
How much?

Total Employment

1 Owner/Manager « v « v 4 v s s s 4 v s s

,2 Professional steff . . . . . .+ « « . «

3 Skilled workers (artisans/trained) . . .

4 Semi-skilled (operator, clerk, sales ass.)

5 Unskilled/labourers . . + +« « « « « « &

Age of employees

6 Younger than 20 years .« . . « « « « + & .

721 1o 40 yEars « ¢ 4 4 v e v e e e w e s

8 41 to 60 years . . . . . v v s e e s s

9 Older than B0 years . . « + + + « o & &

this census fonm s not collected within one week aften disinibution kindly fomward by mailf to:
e Secretary, Institute for Management and Development Studies, University of Transkei, Privat:Bag X 5092, Umtata.

nany quenies please contact the Tmdtitute at Tel. (0471)-2151, extensions(a) 295, 308 on 258.

(bth)
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ANNEXURE g

INGENISO YAMAXABISO EZILIMO
RETURN OF CROP ESTIMATES

Isithili: Isiphaluka: Inyanga:
D]‘str]‘ct: .................. RegiOn: ............. -. ...... Month: ......... 2ese e

A.  INGENISO VYEMIZI / HOMESTEAD PRODUCTION

Umyinge wexabiso lomzi ngamnye umi ngoluhlobo:
The average estimate for each homestead is as follows:

I l l l ] [ Ezinye ]
| | | | | : [izilimoba- | -
|Umbona |[Amazimba,Ithanga [khaphetshulIitapile|lula
l e | I | | |Other cropg
bb -
[Mea11e$ |Sorghum lPumpk1n lCa age IPOtatoeSBpanfy |
T T T I I |
1) Indawo etyaliweyo E { : { } } } :
Area planted (ha) | ' ' | | | |
2) Isivuno (Ilingxowa) { { { { : } I
Yield (Bags/kg) ' ~ I | l I |
3) Inani lemizi esithilini:
Total No. of homesteads in the district: ***°°*°r°c*°ccee
B. INGENISO LEYADI ZEMIZI / COMMUNAL GARDEN PRODUCTION
Umyinge wexabiso legadi nganye yomzi umi ngoluhlobo:
The average estimate for each garden is as follows:
1 I l | T [Ezinye
{ Iitapi'leilkhaphetshq Imingathe II-erintyis Itumato }}3];1”°ba'

|
|
|Potatoes|Cabbage |Carrots | Peas | Tomato |Other<nnps|
| l l | | |Specify |
l | l l [ ! |
1) Indawo etyaliweyo } } } l { } }
Area p]anted (ha) I | | I , | |
2) Isivumo { { } } } ! {
Yield (kg) l l I ’ | I -|
3) Inani legadi zemizi esithilini:
Total No. of communcal gardens in the cistrict: .. ........c..e.
C. AMANQAKHANA/REMARKS & i itiieteeeneeeeneneserocossanoensacanesasasasaasaanss
UmhTa:™ i e svenes et

Date: creivecencnnnns Imbalo yeGosa loLima
' : Signature : Agricultural Officer
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ANNEXURE IC -~ 1
VOTE 1 : PRIME MINISTER

Return for Quarter/Financial Year ended ........evuen... e eesersans Ceennen

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent

Paid from this vote Officials

I
I
I
Subhead A 41 .............. S |

| .
Other subhead| . . . . ... ... I

(i1) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

: Expenditure
Subhead for item Code Progressive Toteal
— ' from 1 April 198...
T
A Salaries, wages and allowances I b - L .. ...,
B  Subsistence and Transport I L b i
C Postal, telegraph & telephone services { I 1 ... .......
D Printing, advertisements & publications | - ! 1 ..ol
E Miscellaneous expenses (Total) I b L . ... .......
1. Levies and registration fees
2. Others

F Legislative Assembly

--------------

1. Regional Authorities
2. Tribal Authorities

H Salaries and Presentations to chiefs, etc

1. Salaries
2. Presentations

oooooooooooooo

--------------

I
I
|
G Financial Assistance to Lower Authorities
I
I
|
I
I

I Money grantec to Security Intelligence

oooooooooooooo

TOTAL VOTE 1

oooooooooooooo

! I
I |
I I
I I
i
| |
I I
I I
I |
I |
I I
| I
| |
| | ,
I ..............
I |
I
I I
I |
i I
|
I
|
I
I I
I |
I I
I I
|
I |
I |
| |
{ 1
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ANNEXURE IC - 2

AGRICULTURE AND FORESTRY

Return for Quarter/Financial Year ended

---------------------------------

(1) EMPLOYMENT
Number of persons employed | r |
at the end of the quarter : v - Lent
{ Paid from this vote } Officials }
| T |
Subhead A | ............... IR _’ ‘
! s |
Other subheadl .................... l ........... l
(i1) EXPENDITURE ‘
The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.
|
i Expenditure
Subhead for item Code l Progressive Total
= ' | from 1 April 198...
,- T
A Salaries, wages and allowances | | . | uiuiiiiiiiie.
B Subsistence and Transport o ...,
C Postal, telegraph & telephoneservices | | | ... vuivuen...
D Printing, advertisements & publications ! | | ... ... ... ...,
E  Miscellaneous expenses (Total) | | | . vuiuuiun...
1. Levies & registration fees | 1l e
2. Others .
F. Plant, machinery & equipment : Forestry | | | .. ............
1.
plant, machinery, etc. |} | ]} s
2. Maintenance & operating expenses | 1 1 0 tiieiieiieenn.

Extension and training

Agricultural planning & development & .

processing of crops

1.
2.

O O~ (o) 8 4] W
® + @ [ . (] . [

Improvement & maintenance of
livestock
Project experiment& improvement
processing of crops
Assistance to farmers

Eradication of noxious weeds &
control of pests & other plant diseases
Land reclamation services
Compensation resulting from recla-

mation planning

10.

Establishment of woodlots
Economics and marketing

Plant, Pest and Seed Contro] and
Laboratory Services

r
I
l
|
T
!
l
|
(
|
I
!
I
|
|

Purchase & replacement of |
I
l
I
|
I
|
|
l
I
|
|
I
|
I
I
|
l
|
|
!

Rural Development Project Ncora |

!

.................

oooooooooooooo
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ANNEXURE IC - 2

Vote 2 (continued)

T

Expenditure

Subhead for item -

Code

Progressive Total

Agricultural Engineering Services(Total)

1.. Development & maintenance of
irrigation scheme

2. Development & Maintenance of water sources

3. Soil conservation works

4. Auwxiliary dipping services

Veterinary Services

1. Expenses in carbating the incidence &
spread of stock diseases

2. Purchase & maintenance of clinical labora-
tory and surgical requisites

3. Campensation for loss of stock

Forest Management (Total)
1. Development of forests & plantations
2. Protection of forests & plantations

3. [Exploitation '

4. Reclamation of driftsands & conservation
5. Construction & maintenance of forest roads
6. —Preservation & installations "
Fauna, flora and camping sites

1. Protection of wild life:

2. Extermination of vermin .

3. Maintenance of camping sites

4. Research on fish farming

from 1 April 198...

--------------

--------------
--------------

oooooooooooooo

...............

--------------

TOTAL VOTE 2

e e e e e e e e e e e e et e e e e e e e e s et . e s s sttt iy et mmafte. . s o]

k|
i
I
|
l
|
|
f
I
l
|
I
|
I
l
l
|
I
1
|
l
|
I
|
l
I
1
l
l
l
!

|
|
3
l
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
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ANNEXURE IC - 3

VOTE 3 : AUDITOR GENERAL

Return for Quarter/Financial Year ended ......ceeeeeeerneennoenonncocnnes

(1) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent
Officials

Subhead A | .. ...

(i11) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

TOTAL VOTE 3

{ } Expenditure
~ Subhead “or item T Code | Progressive Total
— ’ | I from 1 April 198...
. Poor

A Salaries, wages and allowances [ P S
I

B Subsistence and transport | |
[

C Postal, telegraph & telephone services i
|

D -Printing, advertisements & publications | | [ e i
toob

E Miscellaneous expenses : (Total) N P
[

1. Levies & registration fees [ | [ e,
I
2. Office equpment & mechanical [ |

labour saving devices | |
S
I

-

[
I
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ANNEXURE IC - 4

VOTE 4 - .DEFENCE

Return for Quarter/Financial Year ended .......................... P

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent
Officials

Subhead A _l

Other subheadl

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

- Expenditure
Progressive Total
from 1 April 198...

Subhead for item Code

| l

o |

l |

I |

» P
A Salaries, wages and allowances % { ‘ % .............
B Subsistence and transport = = { .............
Postal, telegraph & telephone services ,{ { } ...............
D Printing, advertisements and publications {4 { % .............
E Miscellaneous expenses : (Total) ! { { ..............
1. Levies & registration fees % { { .............
2. Other I N

. I B

F Rations, general stores, ordinance ! { {
stores, equipment and repairs (Total) || | eereeeeeee..
1. Rations | } } } .............
2. Other = } } .............

I B
G Vehicles { { { .............
H Medical services { { { .............
J Fuel, oil and lubricants { { : .............

11T

TOTAL VOTE 4 } } { .............
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ANNEXURE IC - 5

VOTE 5 : - EDUCATION

Return for Quarter/Financial Year ended .....ceeceeeeceeccansccnsscscnanns

Ii) EMPLOYMENT

Number of persons'emponed
at the end of the quarter :

Lent
Officials

Subhead A l

oooooooooooooooooooo

Other subhead[

(i1) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total

. Subhead for item
- from 1 April 198...

Code

Salaries, wages and allowances

Subsistence and transport

-------------

Postal telegraph and telephone services

Printing, advertisements and publications

Miscellaneous expenses : (Total)

1. Levies and registration fees

2. Other

Supplies and services

e e s s e s e s s

Bursaries to pupils 1 iiiieieeenae
Financial assistance to State-aided
special schools L i ieeeeeeeaen.
Financial assistance to State-aided
special schools for capital services

Subsidies to State-aided hostels

]
|
|
I
I
|
|
I
I
I
I
I
I
I
I
I
I
I
I
!
I
I
I
|
I
|
I
I
|
|

[
I
I
|
i
I
I
|
|
|
b
|
I
|
I
I
|
I
I
I
I
|
|
I
I
!
|
|
|
I
I
I
!
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ANNEXURE IC - 5

Subhead for item

Code

Expenditure
Progressive Total
from 1 April 198...

Grant to Transkei University (Total

1. Grant for recurrent expenditure
2. Grant for capital expenditure

3. Grant for bursaries & Loans
Examination Expenses

General Maintenance of National Museum

Promotion of National Sport
and Recreation

General Maintenance of National
Libtaries

—

---------------

..............

TOTAL VOTE 5

e e ] e e s e s e —— —————— — — — — . i, S S il i s ettt

_..__J_.._____.__._.__._.____._._.._.__....__..___._ﬁ________‘
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ANNEXURE IC - 6

VOTE 6 : . FINANCE

Return for Quarter/Finanéial Year ended .....cicieeeecncnenn Cereeeeenana.

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent .
Officials

Subhead A | . ... ..l

| ]
Other subhead| , ......... e, [

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

. } Aﬁf Expenditure
Subhead for item | Code l Progressive Total
~/f’ ' ' | from 1 April 198...
. T T T
A Salaries, wages and allowances S S A
: R
B  Subsistence and transport | |
: [
C Postal, telegraph and telephone services | P eeeaeiteeaas
[
D Printing, advertisements and publications | |
[
E Miscellaneous expenses ; (Total) | T
: R
1. Levies and registration fees | Y AP
[ N
2. Other | | I ettt
. [
F Expenditure in connection with Loans (Total }_ } e
1. Payment of interest { { ; .............
2. Redemption of capital | { } } .............
3. Other { = { .............
_ 1
v
G Supplementing of Transkeian 1 N
Development and Reserve Fund .
- I
H Public Debt Commission [ T A
| |
| I
) TOTAL VOTE 6 ] ] e,
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ANNEXURE IC - 7

VOTE 7 . FOREIGN AFFAIRS

Return for Quarter/Financial Year ended .......ceeeeerincnenscasonnnnnnns

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent
Officials

|

| Paid from this vote
)

I

Suhead A | ... ceeend]

] T
Other subhead| ..................... | i,

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total
from 1 April 198...

Subhead for item Code

L
o

.............

Salaries, wages and allowances

Subsistence and transport

-------------

Postal, telegraph and telephone services

ooooooooooooo

Printing, stationery, advertisements
and publications

-------------

Miscellaneous expenses (Total)

-------------

TOTAL VOTE 7

F_____h_______;________;_~_____T___
e s B




236
ANNEXURE IC - 8

VOTE 8 : - HEALTH AND WELFARE

Return for Quarter/Financial Year ended ...........o.ceenn.. e Ceveees

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent
Officials

Subhead A I

Other subhead| . . . ... ;.| eereeaaan

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

TOTAL VOTE 8

-

} } Expenditure
Subhead for item | Code l Progressive Total
- ' ‘ | from 1 April 198...

: L

A Salaries, wages and allowances | P
: [

B Subsistence and transport | | .
| N

C Postal, telegraph and telephone services | | |  ...ccciioa...
L [

D  Printing, advertisements and publications | | | e
: [

E  Miscellaneous expenses (Total) | | | eeeeeeiaeans
, ' [

1. Levies and registration fees I T E P

2. Other } { } .............
. [

F Supplies and services { ; L

G Medical supplies and services _ = { | e

H General maintenance and repairs ! { { .............
J  Services rendered by private medical prac-' l |

titioners including district surgeons } } } .............
K Health officers employed by local -and | | |

tribal authorities { { : .............

Other comprehensive health services { { { .............

M Isolation of lepers | { { { .............
lﬁlg_i
[
||
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ANNEXURE IC - 9

vote 9 . INTERIOR AND SOCIAL SERVICES

urn for Quarter/Financial Year ended ......cciciuiiicniinciennnencennns .

drought scheme)

"TOTAL VOTE 9

Ret
(i) EMPLOYMENT
Number of persons employed | i |
-at the end of the quarter : | Paid from this vote | Of%?n? ] |
_ icials
i | - |
| T -
subhead A | ... i ]
| ] i
Other subhead| ... ... ... I |
(ii) EXPENDITURE
The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.
{ { Expenditure
Subhead for item | Code | Progressive Total
- ' ' I from 1 April 198...
, . L
A Salaries, wages and allowances o
| : (R
B Subsistence and transport | | | e
N
C Postal, telegraph and telephone services | | |  «iciiiievnnns
' [
D Printing, stationery, advertisement | |
and publications Y N N
. I
E  Miscellaneous expenses (Total) N R
: : [
1. Unemployment Insurance Act | | N RPN
‘ bl
2. Other N S N I
I
F Pensions, Financial assistance, etc } } } ..............
G  Government contributions to pension funds} } } .............
H Civil pensioners' allowances & bonuses } } } .............
J Repatriation and settlement of ‘ I '
Transkeian citizens { { = ..............
K  Expenses in connection with elections | | |
and registration of voters } } } ...............
L Social services, i.e. pauper relief, } } }
4
T 1
|
1
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ANNEXURE IC - 10

VOTE 10 : .. JUSTICE
Return for Quarter/Financial Year ended ......cccieeveencncncnnanns P
(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent

Paid from this vote Officials

|
|
l
|
Subhead A |

| . .
Other subhead| | oot |

ooooooooooooooooooooo

---------------------

(i)  EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total
from 1 April 198...

Subhead for item

Salaries, wages and allowances

Subsistence and transport

Postal, telegraph and telephone services

Printing, advertisements and publications

.............

Miscellaneous expenses (Total)

1. Levies and registration fees

2. Other

Allowances to witnesses and expenses inci-
dental to the production of exhibits

Legal expenses 1|l ceesnescsenss
Service of process and attendance
of sheriffs' deputies

Advocates' fees and expenses

Assessors' fees and expenses cerecetennann
Casual interpreting and reporting inclu-
ding mechanical recording equipment

TOTAL VOTE 10

e e e e e e
. 4 o
(@]
. ey i — —— i —— . —— — — —— — —— ——". — — —— S ———. — — — ——— —— —— ——. F— —— —— —— — — —— ———— ——— o———r—t a-
. 1)

s eitnte [t s e ot e . H——— — —— —— — — — ———— Wo— —— — — —— . e, S e M —t. i A, iy, S et e . ] At i e e
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ANNEXURE IC - 11

voTE 11 : LOCAL GOVERNMENT AND LAND -TENURE

Return for Quarter/Financial Year ended ......... Ceeereneae Ceeeereneeeeen

(i) EMPLOYMENT

Number of persons.employed
at the end of the quarter :

{ Lent
| Officials
{

I
| Paid from this vote
|
l

Shead A |

| ‘ -
Other sushead| .. .

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year - (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure

other municipal services

ooooooooooooo

[ I
Subhead or item . } Code } Progressive Total
— ‘ | | from 1 April 198...

T 1] '

A Salaries, wages and allowances | P
: . S

B  Subsistence and transport | | | i
| [ I

C Postal, telegraph and telephone services | | |  .«iceiiiienn..
A

D Printing, advertisements and publications | | | e,
‘ [

E  Miscellaneous expenses (Total) [ Ceetesiianaes
: N

1. Levies and registration fees N TR T
| [

2. Other I [ ] eeeevnennnen
. I

~F  Purchase of land and improvements { { { .............

G Land survey . } % } .............

H Financial assistance to Municipalities E { } .............

J  Administration of townships % : } .............

K  Town planning services } { { .............
L Rent, rates, water, electricity and { } !
[
H 1 i
! ! ]
L
I B
] 1 1

TOTAL VOTE 11
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ANNEXURE IC - 13

VOTE 13 : . POLICE

Return for Quarter/Financial Year ended ......ceeeevenecececcnancsonnanss

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter : Lent

Officials

Subhead A |

Other subhead| .. ... il

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total

Subhead or item
‘ from 1 April 198...

-

L—

Salaries, wages and allowances

Subsistence and transport

Postal, telegraph and telephone services

Printing, advertisements and publications

Miscellaneous expenses {Total)

1. Levies and registration fees

2. Other

TOTAL VOTE 13

dee e e e e e e s — e —— e e it o it e et i, i St e}

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
1
|
|
|
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ANNEXURE IC - 14

vote 14 . POSTS AND TELECOMMUNICATIONS

Return for Quarter/Financial Year ended .....ciiiiiiieceeaienecanoncacnns

(i) EMPLOYMENT

Number of persons employed
at the end of the quarter :

{ Lent
| 0fficials

Subhead A |

Other subhead!

oooooooooooooooooooooooooooooo

(11) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

TOTAL VOTE 14

{ } Expenditure
ubhea or item ode rogressive Tota
Subhead it ‘ Cod ‘ Prog ive Total
a ' l ' from 1 April 198...
_ ‘ T T 7T
‘Salaries, wages and allowances | T L
, . [
Subsistence and transport T
|
Postal, telegraph and telephone services | | b e
I B
Printing, advertisements and publications | |
. b
Miscellaneous expenses (Total) N N
: [ I
1. Levies and registration fees | | |
' I
2. Other | [ R
A : SO I R
Conveyance of mail } } : .............
Postal stores } } : .............
Maintenance of telecommunications network E : { .............
Interest (Savings Bank) { % { .............
Furniture and fittings } ! { .............
Telecommunications development (Total) = ; } .............
~ 1. Transport costs { % } .............
2. Other { { { .............
[ 1
oo
[
I
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ANNEXURE IC - 15

voTE 15 PRISONS -

Return for Quarter/Financial Year ended .....ceevveceenacecccnnans s ..

(1) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Officials

| T

| Paid from this vote | Lent
§ |

| !

Subhead A | _........... e |

(i1i) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total

[
Subhead or item : . { Code
' from 1 April 198...

L~
s

Salaries, wages and allowances

Subsistence and transport

Postal, telegraph and telephone services

ooooooooooooo

Printing, advertisements and publications

Miscellaneous expenses (Total)

1. Medical services members

2. OQOther

Workshops (Total)

1. Purchase of mahcinery

-------------

2. Other

Agriculture (Total)

1. Purchase of machinery and implements

2. Irrigation equipment, etc

3. Other

. - TOTAL VOTE 15

|

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
!
|
|
|
|
|
|
|
|

|
r
|
|

,_.-—_—.___.___..______——.—-—..—————.——-—.—.—_——_._.__.___.__.____..‘._____.T
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ANNEXURE 1C - 16

VOTE 16 : PUBLIC SERVICE COMMISSION -

Return for Quarter/Financial Year ended ...ceeeeeeenennseoeessssosnnonnns

(1) EMPLOYMENT

Number of persons employed
at the end of the quarter : Lent

Paid from this vote | Officials

Subhead A

Other subhead

--------------------------------

(ii) EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows .a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure
Progressive Total
from 1 April 198...

Subhead or item Code

Salaries, wages and allowances

Subsisténce_ahd transport

Postal telegraph and telephone services - { I .. .........
Printing, stationery, advertisements
and publications

Miscellaneous expenses (Total)’

1. Training aids

2. Government service awards

Government Service Bursary Scheme

TOTAL VOTE 16

ooooooooooooo

e et e e s e e s et e i o — e —— —— o — ——r— . e S . e e o]
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ANNEXURE IC - 17

“VOTE - 17 -+ TRANSPORT

Return for Quarter/Financial Year ended ........eeeeeveceecenscrononcenns

(i) EMPLOYMENT

Number of persons employed

at the end of the quarter :

Paid from this vote

Lent
Officials

Subhead A

Other subhead

(11)‘ EXPENDITURE

The total expenditure as from 1 April 198... until the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Subhead or item

Expenditure
Progressive Total
from 1 April 198...

Salaries, wages and allowances
Subsistence and transport

Postal, telegraph and telephone services

Miscellaneous expenses (Total)
1. Levies and registration fees

2._ Other

Government Motor Transpoft (Total)
1. Purchase of vehicles
2. Purchase of plant and technical equpmt

3. Maintenance and operatingvcost

Plant, Machinery, equipment & tools (Total

1. Purchase, installation & replacement

Road safety services

l
|
|
|
I
|
l
l
l
|
| |
Printing, advertisements and publications i
l
l
l
|
|
|
|
l
I
|
|
|

l

|

|

)|

I

|

|

2. Other _ {
|

|

|

TOTAL VOTE 17 }
I




246
ANNEXURE IC - 18

VOTE 18 . -WORKS AND ENERGY

Return for Quarter/Financial Year ended .....veeeeeesnneeeeenenvocecennns

(1) EMPLOYMENT

Number of persons employed
at the end of the quarter :

Lent

Paid from this vote Officials

Subhead A

Other subhead

--------------------------------

(i1) EXPENDITURE

The total expenditure as from 1 April 198... wuntil the end of the
quarter/financial year (i.e. progressive totals) must be given. In
case the trial balance shows a debit as well as a credit balance
for expenditure subheads only, the net expenditure must be given.

Expenditure .
Progressive Total
from 1 April 198...

Subhead or 1tem Code

—
- //

Salaries, wages and allowances

Subsistence and transport

Postal, telegraph and telephone services

Printing, advertisements and publications

Miscellaneous expenses (Total)

1. Levies-and registration fees

2. Other

- Furniture, safes and appliances

Roads and Bridges (Total)

1. Maintenance & repair of national roads

2. Maintenance & repair of other roads

3. Other

-------------

Purchase and hire of plant, machinery,
equipment and tools (Total)

1. Plant

2. Equipment and tools

3. Other

-------------

e e e et e S it i e . . e e . o St e . e e o s e, s e e e e s e e

- T T T T T T T T
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ANNEXURE IC - 18
l Tﬁ Expenditure
Subhead or item | Code | Progressive Total
| | from 1 April 198...
| |
. I ! |
Building Services - major works (total) { i { .............
1. Schools (primary and secondary) ; } } .............
2. Hospitals I i ’ .............
3. Clinics, various services { } { .............
4., Umtata Hospital } { { .............
5. Umtamvuna Border Post { : { .............
6. Umtata Police Station I { I .............
7. Mount Frere Prison I I { .............
8. New Gaol Complex, Lusikisiki { { { .............
9. Umtata, New Prison : { } Ceeecereenies
- .y b
Building Services - minor works and | | [
alterations and primary school classrooms | | [ e,
I
1. Education (schools, etc) I T B,
N B
2. Other buildings | | N
|
General maintenance {, } : .............
Rent, rates, municipal services, etc } } { .............
Maintenance and repair of plant ! } {
machinery, equipment and tools (Total) | ]| poemesesere
1. Roads and bridges { { I .............
2. Other N
.
Planning and development of and mainten- | | |
ance services in townships and provision | | |
of infrastructure (Total) I ] ] eeeeeiaaennas
[
1. Planning and development { } ! .............
2. Maintenance services [ T I I
[
[ R
TOTAL VOTE 18 | | |
: | ! l
State amounts of work allocated to:
" White contractors R
Black contractors R oveiuiens, <

Purchases of bricks from brickyards owned by Blacks R.............
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' - ANNEXURE IC - 19

(ii) TRANSKEIAN DEVELOPMENT AND

RESERVE FUND
(a) hlal’lc‘e Sheet at ....‘............00...'l...ﬁﬂD'...0.0......O;OOOOOO.....'.....O.. 19 - e
liabilities Rand Assets Rand
Balance of fund brought forward | cecceees.. | Investments eeaecescese

less: Excess expenditure over

income

Add: Excess income over
expenditure

Advances:
Meat Processing and
Marketing Scheme
Agricultural co-
operatives
Ploughing Scheme

Cash

s®#00®e®0000a

escscsscsssese

Total liabilities

Total assets

Income and Expenditure during the gquarter/financial year ended sceccescceocesscscncens

Rand

Income

Rand

o)
Expenditure
Japital projects: (specify)

" 9P 00Ge00O0 R P ONEOGESEOAIREROEOOGOOCOEROS®

........ ® 0 ® & ® ® 00O O 0O 90 OOS SO0 O e
salaries

ixcess income over expenditure

ec®sbessenve

smsedbesesso

Interest on investments
Interest on advances to co-ops.
Interest on ploughing scheme
Other (specify) '

® 000909000 0C0EeEBEGEOOO00000S0O0COS

Excess expenditure over income

] ees oo s 0ecess

ceeceoevescces’

s0o00c00co0se
eee@ceovopoo

sccececscosae

'otal expenditure

Total income
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ANNEXURE IC - 20

REVENUE -

Receipts during the quarter/financial year ended ................ ..

- |Head of Revenue

Amount Paid (Rand)

1.

W N Y O bW N
. . . . .

.
12.
13.
14,
15.
16.
17.
18.
19.
20.
21.
{22.
23.
24.
25.

General Tax (3501)

1.1 Poll tax v

1.2 Employees' tax (3502)

1.3 Provisional tax (3503)
1.4 R.S.A. General tax o
1.5 Post 0ffice Employees' tax

Local tax (3601)
Quitrent (3701)

. General levy (3801)

Licences (3901)
Stamp duties and fees (4001)

Estate duties (4101)
. Fines and forfeitures (4201)

Rent of state property (4301)

Forest Revenue (4401)

Transfer duty (4501) _

Motor vehicle tax (4601)

Immovable property tax (4701)

Tea revenue (4801)

Phormium tenax revenue (43901)
Interest (5001)

General stock tax (5401)

Special tax (5501)

General sales tax (5601)

Rand currency circulation (5701)
Custom and Excise (5801)

Post Office Revenue (7101)

Income Tax (7201) _

Dept and Miscellaneous Receipts (7301)
Budgetary Assistance from RSA (8201)

--------------------

ooooooooooooooooooooo
‘1

.....................

----------------------

---------------------

TOTAL

’
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