STATISTICS NETHERLANDS
Department of National Accounts
P.0. Box 959

2270 AZ Voorburg

The Netherlands

SESAME FOR THE EVALUATION OF ECONOMIC DEVELOPMENT AND SOCIAL CHANGE;

THE CASE OF INDONESIA, 1975-‘80"’

Steven J. Keuning

") This paper was presented at the Twenty third General Conference
of the International Association for Research on Income and Wealth in St.
Andrew’s, New Brunswick, Canada, August 21-27, 1994.

The views expressed in this paper
are those of the author and do
not necessarily reflect the views
Nr. NA-070 of Statistics Netherlands.

1994




Summary

This paper elaborates on the concept of a System of Economic and Social
Accounting Matrices and Extensions, or SESAME for short. The SESAME-
concept serves to meet the criticism that conventional national
accounts, despite their wealth of information, take a too limited view
at social, envirommental and economic development. For that reason,
SESAME details the monetary accounts, particularly those for labour
income, and, more importantly, couples non-monetary information. In
doing this, an integral system approach is maintained. This means that
inter-relationships between monetary and non-monetary data are
incorporated at a meso-level, including an additional plausibility check
on the results. It also implies that non-monetary macro-indicators are
based on meso-data that are consistent with the rest of the system. To
put it simply, SESAME is meant as a synthesis of national accounts and
the social indicators approach.

It is important to note that SESAME is a statistical framework. It is
not the (implicit) result of a model simulation. Contrary to many other
attempts to combine economic, social and environmental data, SESAME does
not impute a money value to ’‘goods’ or ’‘bads’ that in reality were free
of charge. Instead, the connection is made through the ’‘volumes’ that
underlie the money flows in the national accounts. In addition, SESAME
provides a framework for model simulations in which external effects are
priced and the behavioural reactions are made explicit.

Our case-study for Indonesia demonstrates the feasibility of
capturing much of the essence of social and economic development in less
than twenty summary indicators. All these measures are connected through
the underlying accounting system. The paper discusses both the summary
measures and the underlying accounting system for two different years
and uses these SESAMEs to analyze some of the determinants behind the

main trends.
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1. Role and Content of the SESAMEs

1.1 Introduction

The 1993 System of National Accounts [United Nations, etc.: Chapter XX]
sketches the concept of a System of Economic and Social Accounting
Matrices and Extensions, or SESAME for short. This paper elaborates on
that idea and presents a first application of this information system to

the case of Indonesia; refer also to Keuning [1994a].

The essence of a SESAME is the following: a core set of monetary 4nd
non-monetary macro-indicators of social, economic and envirommental
change is derived from a single, meso-level accounting system for two
years. As a consequence, the system is driven, to a large extent, by the
kind of information required for monitoring and policy-making at the
macro-level. Although it is impossible to capture socio-economic
development in a single or even a few indicators, it is equally clear
that a prime task of national statistical offices is to comprise the
countless amount of numbers they collect to a manageable, 'executive’
summary. This obviously entails a loss of information; hence, one is in
the best of both worlds if the macro-indicators are embedded into a

consistent, much more detailed data framework such as a SESAME.

SESAME’'s macro-indicators should be seen as the tips of a big
iceberg. The general public, the media and busy policy-makers will be
satisfied with a picture in which only these tips emerge, some higher,
others lower, as ups and downs in socio-economic development. Most of
these users are not equally interested in all apices, let alone that
they want to be bothered with the underlying relationships. However,
investors, scientists and policy-advisers must know what is going on
below the surface. At present, these users must then bridge all kinds of
unconnected little icebergs, meticulously erected by various statistical
departments. With a SESAME, they receive a single underlying meso-level
information system, which does not even require much space when in

electronic form.



It is important to note that a SESAME is a statistical framework. It
is not the (implicit) result of a model simulation. Since it does not
impute a money value to ’‘goods’ or 'bads’ that in reality were free of
charge.! This is in line with Van Bochove and Van Tuinen [1986: 150].
SESAME follows their ideas in its monetary part, but meets the criticism
that their 'core' system portrays a too limited view. SESAME extends the
core by incorporating non-moretary accounts and non-monetary summary
indicators. For example, environmental effects are not deducted from
national income, nor are housekeeping services added.? Instead, separate
environmental accounts leading to one or a few summary environmental
indicators are an integral part of the full-fledged SESAME [Keuning,

1993a] and the same applies to time use accounts.

The Indonesian SESAMEs comprise all tables presented in this paper
and in Keuning [1991, 1994a, 1994b]. The underlying SAMs are revised
versions of the ones that have been published by the Indonesian Central
Bureau of Statistics [Biro Pusat Statistik, 1982b; 1986]. Especially for
1975 much more information is available, including detailed statistics
on demography, education, housing conditions, durable goods possession,
access to public facilities, and land ownership and use [Downey, 1984].
For the empirical integration of environmental accounts, leading to five
summary indicators for environmental pressure that are consistent with
the economic aggregates, it is referred to a study for the Netherlands
by De Haan et al. [1993]. Another study for the Netherlands incorporates
time use figures [Kazemier and Exel, 1992]. De Haan [1992] adds resource

accounts to the Indonesian SAM for 1985.

The two pillars of a SESAME are: 1. a SAM and 2. a table with macro-

1. This should even apply to owner-occupied housing services and own-account production. Regarding
the former, a measurement on the basis of expenses, including depreciation and actual financing
costs, is feasible and preferable. Analogously, production for own consumption is best valued on
the basis of actual expenses for inputs, or not valued at all (’hobbies’).

2. Beyond any doubt, national income should not be seen as the one and only beacon of welfare or
progress in a country [Anderson, 1981]. However, "... the replacement of GDP by a figure which is
an erratic combination of a statistic and the outcome of an (implicit) model amounts to throwing
out the baby with the bath-water" [Keuning, 1993a: 291). Dunavélgyi and Séndor [1992: 21] also
argue that "If the country, through market decisions or political decisions does not validate the

accounting of some costs, the statisticians could mislead the public by doing so."



indicators. The SAM has already been set out in Keuning [1994a]. The

selection of summary measures is discussed next.

1.2 The selection of summary indicators

Table 1 lists the summary indicators selected in our case-study. All
these measures have been derived from a single, fully consistent SESAME
for 1975 and 1980; refer to the sources mentioned at the bottom of the
table. The indicators fall into two categories: 1. main indicators,
which are meant to capture the most important facets of social and
economic change, and 2. supplementary indicators, throwing additional
light on these issues. The former set should monitor major socio-
economic policy objectives, such as promoting longevity, raising living
standards, eradicating poverty, ensuring a sustainable use of the
environment, improving human capabilities, increasing employment
opportunities, maintaining external equilibrium, keeping down inflation
and reducing socio-economic inequalities.® Since not every indicator is
equally relevant to all countries, the exact list should be tailored to
national circumstances and needs. A standard subset should then be
defined for the sake of international comparisons. Such a core set is
not yet available. The indicators discussed below should therefore be

seen as a preliminary selection and certainly not as an ultimate list.

A suitable indicator for the change in the average living standard
may be a comparison of Net National Disposable Income (NNDI) per capita
in successive periods, expressed in prices of the most recent year.*
This is anyhow preferable to the commonly used Gross Domestic Product

(GDP) at constant prices of the base year, for four reasons. First, from

3. In the Indonesian case, the data needed for the computation of e.g. average life expectancy,
aggregate productive time use and summary environmental measures must still be integrated. In
addition, various monetary indicators (e.g. a key interest rate) can be included as soon as the
underlying SAM contains full-fledged financial accounts; refer to Thorbecke [1882].

4. A further refinement would take into account household composition, realizing that economic
growth is exaggerated in per capita measures if at the same time average household size decreases
[Ringen, 1891; Chapron, 1992]. On the other hand, the equivalence scales may need to be adjusted

if income rises [Connife, 1992].
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a macro-economic point of view there hardly exists a difference between
consumption of fixed capital and intermediate consumption. Besides,
including both depreciation and all investment in the same balancing
item amounts to double-counting (cf. Bos [1992]). Therefore, the

aggregate measure should be Net instead of Gross.

Secondly, living standards are influenced by wages, property incomes,
taxes and transfers received from and paid to abroad, so that National
Disposable Income is a more accurate yardstick than Domestic Product.
Thirdly, this superiority is reinforced if the indicators for different
years are converted into a common price level. Contrary to the volume
growth of GDP, real NNDI growth incorporates gains or losses from
changes in the terms-of-trade faced by the nation; see Keuning [1994b] .
This should evidently be taken into account when assessing the change in
the purchasing power of national income. Fourthly, once volume measures
are computed as chain indices and not as constant price indices of a
fixed base year, the indicators for both periods are better expressed in
prices of the most recent year than in prices of the base year. For, the

expenditure pattern of the most recent year is always more relevant.

As poverty indicator, the daily calorie intake per capita in the
poorest household group has been chosen. A more sophisticated indicator
is the poverty gap ratio [Ravaillon et al., 1991], which in turn belongs
to a class of measures with varying poverty aversion parameters [Foster
et al., 1984]. A desirable property of such measures is that they take
into account how many people are poor. On the other hand, the indicator
selected here has the advantage of simplicity. More importantly, as
income source instead of income size is our main criterion for
classifying households, less people in the poorest subgroup does not
always imply a reduction in poverty; people may have moved to a

different subgroup without an improvement in their situation.

Apart from this, caloric intake may not be the optimal poverty
indicator for all countries, if only because above a certain threshold

level a further rise has a negative connotation. In industrialized



countries, an acceptable alternative may be found in the poorest
subgroup'’s tertiary income, that is, disposable income plus social
benefits in kind (education, health, etc.) received from the government.
In any case, we favour an indicator of absolute poverty, as inequality

is better monitored by means of a separate measure (see below).

The third indicator on our list gives the educational attainment of
the potential labour force. Apart from its function as a yardstick for
the stock of human capital, this figure tells us something about the
access to knowledge or human capabilities in general [United Natioms

Development Programme (UNDP), 1990; Desai, 1991].

The fourth indicator, potential labour force participation rate, is a
slightly ambiguous one. On the one hand, a broader economic
participation provides utility in its own right, especially if
un(der)employment is the only alternative. In addition, this indicator
has some merit as it shows the distance to maximum employment in the
production process. On the other hand, a large proportion of time spent
outside the production process is used productively on within-household
activities such as bringing up children, or invested in education.
Besides, some people may voluntarily work part-time because they value
the resulting leisure higher than the income foregone.® Finally, in
countries without a well-developed social security system most people
engaged in informal activities have to work extremely long hours to earn
a minimal income. The indicator can be corrected for this clearly
undesirable phenomenon by postulating that its value for an individual
cannot exceed 1.25, say. Furthermore, the present indicator should be

supplemented by a measure of total productive time use.

The next two indicators, the current external balance as a measure of
the national budget surplus or deficit and the Consumer Price Index
(CPI) as a measure of the erosion of the value of the national currency,

are less controversial.

5. When the society at large thinks that way and standard working-time is shortened, this is
correctly reflected in our indicator; its value then remains unchanged. An analogous case applies

if the age of compulsory attendance at school is raised.



The last main indicator in this list captures the trend in inequality
of living standards. This raises the same question as when measuring the
growth in aggregate living standards: should one stick to income or
expenditure inequality, or construct a multi-dimensional indicator? The
Achilles’ heel of the latter approach lies in the selection of

attributes, of attribute weights and of a proper weighing function.

Another alternative is to do for inequality trends what we recommend
for economic and social change in general; include a separate indicator
for each welfare component. This is feasible as the SESAME-framework
contains the meso-distribution that underlies each macro-indicator. On
the other hand, the limits of a manageable total number of indicators
may then be hit. Besides, inequality is perhaps disproportionally

stressed if the national summary table lists sundry such indices.

Therefore we opt for one ’‘main’ inequality indicator. Analogous to
our yardstick for aggregate living standards, the variable selected is
real net adjusted disposable income per capita.® Because a subgroup-
specific CPI has been applied, this measure does take into account the
consequences of relative price shifts on the distribution of real
incomes. For the time being, it has not been attempted to correct for
between-subgroup differences in family composition. The main reason is
that "... there is no consensus about which equivalence scale is
appropriate, and yet results are sensitive to scale choice" [Coulter et

al., 1992].

Another refinement is that social transfers in kind from the
government have been added to disposable income in each household group,
following the 1993 SNA’'s guidelines [United Nationms, 1993: Chapter
VIII]. The inequality coefficient is thus computed for the distribution

of constant price 'adjusted’ disposable income, also called the tertiary

6. Berry [1985] favours using consumption expenditure instead of income, because it can be measured
more reliably in surveys and varies less over a life-time. However, these arguments are no longer
valid if between-subgroup inequality is assessed on the basis of a SESAME. For, in that case
income figures are no longer a priori less plausible and life-cycle effects have largely been

eliminated through the classification of households (according to socio-economic criteria).



income distribution.

The indicator only captures the trend in structural inequality, that
is, changes in within-subgroup disparities are not taken into account.’
This is in conformity with the general SESAME approach. In view of its
common usage, Gini's formula has been selected for the computation of
the index. If desired, this index can be supplemented by a gap ratio,
e.g. per capita income in the richest subgroup versus per capita income
in the poorest subgroup. This serves to check whether a rise in the
Gini-coefficient is not solely caused by what Fields [1979] calls
"modern sector enlargement growth", that is, the absorption of an
increasing share of the labour force into an ever-enlarging modern

sector.

The series of supplementary indicators starts with Gross Domestic
Product at constant market prices, the well-known indicator for the size
of the economy. This should evidently be seen in relation to population
size and total employment, which are presented next. The productivity of
the workers is then expressed as the ratio of Net Domestic Product at
constant factor cost (or, preferably, at constant basic prices) and
full-time equivalent employment. Overall efficiency changes are best
measured with a total factor productivity index, which is also on our

list.

For an assessment of the change in financial strength of the country,
the exchange rate movement should obviously be taken into account (see
indicator 13 in Table 1). Another aspect which ought to be considered
is the change in net worth. A large proportion of this balancing item
consists of the value of fixed capital stock, which is shown next in
Table 1. In some countries, the stock of non-produced assets, such as
land, subsoil reserves, patents, etc. also represents a quite

significant value. A major difficulty concerns the price tag for natural

7. As a consequence, the inequality indicator is influenced neither by incidental outliers nor by
an unequal distribution of earnings over the working life. Otherwise, the latter effect, which
can be quite substantial, leads to an exaggerated image of ’'real’ (changes in) stratification

[Morley, 1981; Stoikov, 1975].
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resources, as these have typically not changed owner during the

reference period [Reich, 1993].

There is yet another important component of national wealth, namely
the stock of human capital. In addition to indicator 3 discussed above,
this kind of capital is operationalized in Table 1 as the share of the
female potential labour force in the poorest subgroup with at least
three years of (primary) education. This is a proxy for, or perhaps even
a preferable alternative to, the literacy rate, as it suffers less from
the shortcomings of that variable [Lind, 1992]. Our indicator focuses on
females, not only from an emancipation perspective, but also because "In
every society, the capabilities, income, and status of women exert a
powerful influence on health. ... Policies to expand educational
opportunities, particularly for girls, help households achieve healthier
lives ... they create a virtuous cycle in which reduction of poverty and
improvements in health reinforce each other." [World Bank, 1993: Chapter
2]. Notably, in countries with a very high literacy rate of females in
the poorest subgroup this motive is less relevant, so that another

indicator should be selected.

Further, it appears from the Indonesian SESAMEs that the budget share
of rice drops dramatically with rising income. Tables 45-47 below
demonstrate that Engel’s law holds, both across subgroups and over time.
This is also evidenced in a study for the Netherlands that compares
expenditure patterns by socio-economic subgroup in 1938 and in 1987 [Den
Bakker et al., 1994]). The budget share of rice in the poorest subgroup
thus serves as a quite reliable poverty indicator in countries where the
poor are not yet satiated with the staple food; for, the poor are

notoriously difficult to ’'count’.

The next indicator, the labour income share, considers the
distribution among factors of production. Besides, an increase from an
already high level of this share is often perceived as a loss in
competitiveness of the nation. The labour income in this ratio includes

an imputed remuneration for the self-employed and the denominator



excludes depreciation costs. Thus, 100% minus this share equals the
proportion of pre-tax generated income that accrues to the production

factor non-produced capital.

The importance of monitoring the government budget deficit is beyond
dispute. The relevant indicator in Table 1 computes net borrowing of
the government (balancing item of its capital account) relative to Net
National Income (NNI). This ratio is also used in the Protocol on the
excessive deficit procedure annexed to the Maastricht Treaty
establishing European Monetary Union (EMU), except that there the
denominator is not NNI but GDP. NNI, though, provides a better measure
of the national financial resources. The same Protocol states that
budgetary discipline will as well be examined on the basis of the
government debt versus GDP ratio. Indeed, the stock of public
liabilities is an important yardstick, although the quotient of a stock
and a flow variable is a bit awkward; a juxtaposition of this debt and

national net worth or a debt service ratio seem more informative.

The last variable in our provisional list is the saving ratio, which

throws light on the future income generating potential of the nation.

All the above indicators have been computed by means of straight-
forward statistical methods, or are based on established economic
theory; cf. the index of total factor productivity. A further
condensation into one or a few composite indices seems hazardous as long
as a theoretic rationale for the underlying weighing function is
lacking.® Instead, 15 to 20 indicators may be optimal for a quick review

of the main trends. The next section reviews such indicators in the case

of Indonesia.

8. Moreover, a single measure of socioeconomic development blurs our sight at the trade-offs
involved and lumps together all kinds of measurement units [Hicks and Streeten, 1979; Khan,
1991). In fact, these drawbacks apply to any index constructed by means of multivariate

techniques, including e.g. Slottje [1981].
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2. Indonesian Socio-economic Development, 1975-'80

2.1 Overall trends

Table 1 shows that conventionally defined economic growth in Indonesia
equals an impressive 7.7% per annum during the period 1975-1980
(indicator 8).%° This amounts to a per capita growth rate of 5.4% (cf.
indicator 9). The other indicators serve to modify and supplement this
conclusion. To begin with, the above figure is even an underestimation
of the actual improvement in real income per capita: 8.2% per amnum
(indicator 1), or more than 40% in five jears time! The enormous terms-

of-trade gain during this period plays an important role here.

Other factors behind this growth are illuminated by indicators 3, 4,
10, 11, 12 and 14. Employment increases by 4.2% (indicator 10) and as
the potential labour force expands at a somewhat higher rate than the
population at large (see Table 8 below), this implies a modest rise of
the potential labour force participation rate (indicator 4) . The other
side of the picture is a substantial improvement of the labour
productivity (indicator 11). In turn, this coincides with a shift of
labour to better paying jobs and with the use of a fast augmenting fixed
capital stock (indicator 14), so that multi-factor productivity growth
is negligible (indicator 12). At the same time, the formal educational
attainment of the labour force progresses at a slow pace (indicator 3).
All in all, it appears that increases in the quantity and quality of
labour are not the driving force behind the prosperous economic

development in this period.

This reinforces our earlier conclusion [Keuning, 1993b; 1994b] that
it is the oil boom which has enabled the expansion of fixed capital
stock and of the production volume in general. Table 3 below shows that

the export value increases by more than 32% annually, substantially

above both the average use of commodities and the supply of imports.

This also entails a spectacular, favourable turn of the current external

9. All growth rates in this paper are logarithmic.
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balance (indicator 5). The oil price hike has come on top of a major
(34%) devaluation of the Rupiah at the end of 1978 (indicator 13). When
viewed over the whole quinquennium, though, this devaluation was a stern
necessity, to compensate for the divergence between the domestic
inflation rate and the rise in competitive world market prices. For the
import price still rises less than the output price (for the same

product group), while the export volume growth lags behind both output

and import volume growth; cf. Keuning [1994b]. That paper also
demonstrates that deliberate government policies, notably a higher oil
product subsidy and a much lower mark-up rate in public utilities, have
been successful in keeping the CPI (indicator 6) and the GDP-deflator
(18%) way below the oil price rise (27%). Simultaneously, the enormous
terms-of-trade gain has pushed up real National Income growth, both

directly and indirectly through its impact on effective demand.

This pattern of economic growth has also influenced its sectoral
distribution. The Labour Income Share (indicator 17) declines from an
already low level (42%) in 1975 to only 38% in 1980. The share of the
household sector, including unincorporated business, in Net National
Income drops from 76% to 70%.1° The real growth of ('tertiary’) income
per capita in the household sector thus lags behind the increase in
overall National Income per head: 6.3% versus 8.2%. At the same time,
the distribution of this income among subgroups becomes clearly more

unequal (indicator 7).

On the other hand, the situation in the poorest subgroup, as
summarized in indicators 2 and 16, improves substantially.ll Yet, this

poverty reduction is smaller than the overall growth in living

10. The household income share is perhaps somewhat underestimated because of unrecorded, illicit
payments from corporations to persons affiliated with the public sector. In turn, such moneys
might have been spent on uncleared (luxury) imports or saved. As a consequence, corporate
saving would have been smaller and the household income distribution more unequal.

11. The 1980 estimate for average calorie intake in the poorest subgroup (2262) is above the
absolute poverty line (2130). Obviously, this does not hold for every Indonesian citizen, as
our indicator of structural deprivation conceals significant within-subgroup heterogeneity
[Downey, 1984: section 7.1]. Moreover, our level-estimate for BSEE years may be somewhat too
high, as wasted food has not been taken into account; refer also to Van Veen [1993: Volume 2,
Table 7.2]), whose estimate is 172 lower.
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standards, which confirms our conclusion of increasing income

inequality.

Concerning the use of income, the rise of the national saving rate
(indicator 19) is striking. In the household sector this rate more than
doubles, from 7% to 15%. A partial explanation is that particularly at
the end of the reference period earnings are swelling. In general,
government consumption rises faster than private consumption; in volume
terms, +11% versus +7% per year. A fortiori, this applies to public
expenditures on health and education (+16.5%). Yet, the educational
attainment of adults (indicator 3) and the literacy rate of female
adults in the poorest subgroup (indicator 15) hardly increases. This
demonstrates once again that raising the educational level of the

population requires a long-term policy.

The energy price hike also yields a vast increase in government
resources, through the special oil corporations tax. This enables both
an expansion of public expenditures and a reduction of the budget
deficit. In 1980, the government is even able to generate a small

surplus (indicator 18).

2.2 Changes in economic structure

The overall trends in Table 1 can be seen as the tips of the iceberg
referred to earlier. It has also been stated above that a SESAME is
probably best published in electronic form.'2 On paper, the complete
system is less efficiently presented. In this study, it is attempted to
see the trees and retain the wood by showing successively more details.
Table 1 in Keuning [1994a] and Tables 2 and 3 in this paper present the
most aggregate SAMs, Table 3 in Keuning [1994a] and Tables 4 and 5 in
this paper provide about the maximum amount of detail that fits on a

single page, and the Annex to this chapter discloses the full SAMs,

12. There may come a time when this data base includes all basic statistics plus the procedures
that were needed to mould these on a consistent information system. Even then, though, the

integration process itself will require much human judgment that cannot be computerized.
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block by block.

These tables, combined with the price and volume changes presented in
Keuning [1993b; 1994b], paint a fairly complete picture of the changes
in economic structure. The present section only selects the highlights,
in so far as they have not yet been discussed elsewhere. For instance,
Tables A.1-3 show the fast growth of exports and inventories caused by
the oil price hike. Another conclusion from these and the next tables is
that output and consumption growth lag somewhat behind the increase in
intermediate inputs and fixed capital formation. This is in conformity

with the productivity stagnation that was found in Table 1.

Table 5 shows that the highest growth of output value has occurred in
mining and manufacturing. Juxtaposition with the volume changes reveals
that these growth rates are about the same for all major product groups
(10-11%), except food crops and processed food (3%). This is partly
compensated by a relatively high volume increase of food imports. In
general, the import penetration is significantly larger in 1980 than
five years earlier, when measured in volume terms. Interestingly, this
does not apply to the value figures; the domestic inflation lies quite a
bit above the rise in import prices. The domestic inflation would have
been even much higher if the subsidy rate on oil and oil products had

not been raised drastically; cf. rows I.g and II.g in Tables A.4-6.

The next three tables in the Annex present the intermediate input
block. The share of imported inputs is a little higher in 1980 than in
1975. In volume terms, this increase is more pronounced. On the whole,
intermediate input costs decline relative to the output value, although
the average intermediate input volume change is higher than the output
volume change. These diverging trends signify the terms-of-trade gains
accruing to the primary inputs. For the rest, these tables plus the
constant price table can be used in detailed analyses of changes in

forward and backward linkages, etc.

It has already been noted that during the second half of the
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seventies the labour income share declines from an already low level.
Tables A.10-12 provide further industry details. In 1980, the labour
income share varies from 1% in oil, etc. mining to 97% in personal and
household services. In only 7 of the 22 industries more than half of
value added accrues to labour. Between 1975 and 1980, the labour income
share falls by more than five percentage points in hotels, upstream
manufacturing, finance and food crops cultivation. Especially the
decrease in the last-mentioned industry weighs heavily, as it accounted
for more than a quarter of Indonesia’'s wage bill in 1975. On the other
hand, in 14 of the 22 industries the labour income share rises: e.g. in
quarrying, trade & transport services, land transport, fishery, wood &
wood products manufacturing & construction, and utilities. The total
wage bill rises fastest in quarrying, real estate & business services,
0il etc. mining, and hotels. Food crops cultivation lags far behind.
These diverging trends among industries are due to a) substantial
differences in total value added growth and b) non-uniform changes of
the allocation of value added to production factors. In addition, the
yearly labour volume growth varies enormously: from 1% in food crops

cultivation to 23% in real estate & business services.

Interestingly, the share of depreciation in gross value added
declines as well, despite heavy investments during this period. This
explained by an enormous rise in the remuneration of non-produced
capital. The substantial growth of the depreciation share in utilities
has to do with a simultaneous capacity expansion and profit squeeze in

this industry.

These changes in economic structure are interlinked with shifts in
the income distribution. This will be elaborated below. This section
concludes with a review of the relationship between capacity expansion
and economic growth by industry. The proportion of 1975 gross investment
in every agricultural and mining branch is lower than the proportion of
each of these industries in Indonesia’s fixed capital stock at that
time. On the other hand, capacity expansion in utilities and transport

is relatively large. It has been investigated to what extent a high
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investment in 1975 relative to the opening capital stock has exerted a
positive influence on value added growth in the subsequent period. For
that purpose, the difference between the 1975 share in total investment
and in total depreciation, respectively, has been correlated with the
1975-1980 value added volume growth rate, using the data for all 22
industries. The resulting correlation coefficient is indeed positive,
but rather low (r=0.356); this indicates again that value added growth

is not only determined by incremental capital stock.
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3. Shifts in Inequality in Indonesia, 1975-'80

3.1 Demographic developments

For a comprehensive analysis of medium-term socio-economic development,
an information system that links economic and demographic changes is
required. A SESAME fulfills this condition, by means of its demographic
‘module’. The main purpose of this module is to show the interactions
between economic and demographic shifts, including quantitative and
qualitative changes of the potential labour force and as well those
developments that affect consumption behaviour; e.g. a shifting age
structure of the population. These data can be used, inter alia, for
analyses of the impact of demographic changes on the income distribution
[Wolfe et al., 1982]. A next step is to incorporate related figures on
the use of time for paid and unpaid productive activities and for
leisure [Kazemier and Exel, 1992]. Finally, the links between economic
development and social processes such as (sub)urbanization,
individualization and class formation (entrepreneurs, ’'blue collars’,

'white collars’, etc.) can be depicted in the SESAME.

Tables 6-17 provide an illustration of such a SESAME-module. The
first three of these tables show that between 1975 and 1980 population
growth (2.3%) exceeds the increase in the number of households (2.1%).
This means that the average household size is also larger in 1980; it is
equal to 4.85 persons.l?® At the same time, the increase in the potential
labour force (2.9%) is larger than the population growth.!* Between 1971
and 1980, the share of the age group 15-24 years expands most [Biro
Pusat Statistik, 1982a: Table 3]. The combination of these developments
is somewhat puzzling. One would have expected that this relatively fast
growth of the number of adolescents had led to many new households, that
is, to generally smaller households. Perhaps, the means to found an own

family were not available in many cases. This is also evidenced by the

13. In comparison, in the Netherlands it equals 3.21 in 1870, 2.78 in 1980 and 2.41 in 1990 [Van
der Laan, 1993].
14. In conformity with the definition in use at the Indonesian Central Bureau of Statistics, the

potential labour force has here been defined as the population of 10 years and over.
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Table 6: Number of households, Population and Labour force by subsector in indonesia, 1980, related to the 1980 SAM (*1000)

Number Popu- Average Potential Labour force Employment (*1000 Potential labour force
of lation House- full-time equivalents) participation rate

House- hold per
Household subsector holds Size Male Female Total Housh Male Female Total Male Female Total
Agricuttural Employees 3578 15703 4.39 5067 5459 10525 2.94 4056 2180 6237 80% 40% 59%
Small Farmers 8191 38556 471 13870 14204 28074 3.43 10101 4183 14284 73% 29% 51%
Medium Farmers 2379 12307 5.17 4828 4730 9558 4.02 3440 1319 4759 71% 28% 50%
Large Farmers 2718 15428 5.68 6180 5918 12088 4.45 4180 1591 5771 68% 27% 48%
Rural Lower Level 5039 23664 4.70 7569 8029 15598 3.10 7868 3148 11016 104% 39% 71%
Rural Economically Inactive 1311 3848 2.93 1142 1714 2856 2.18 36 21 57 3% 1% 2%
Rural Higher Level 1499 8036 5.36 2582 2573 5155 3.44 2318 879 2997 90% 26% 58%
Urban Lower Level 3230 17057 5.28 5830 5881 11710 3.63 6007 2208 8215 103% 38% 70%
Urban Economically Inactive 726 2610 3.59 903 1122 2025 2.79 8 39 47 1% 3% 2%
Urban Higher Level 1592 9568 6.01 3332 3421 6753 4.24 2631 1121 3751 79% 33% 56%
ALL HOUSEHOLDS 30263 146777 4.85 51303 53050 104353 345 40646 16488 57134 79% 31% 55%

Table 7: Number of households, Population and Labour force by subsector in Indonesia, 1975, related to the 1975 SAM (*1000)

Number Popu- Average Potential Labour force Employment (*1000 Potential labour force
of lation House- full-time equivalents) participation rate

House- hold per
Household subsector holds Size Male Female Total Housh Male Female Total Male Female Total
Agricultural Employees 3540 14792 418 4793 5259 10052 2.84 3721 2006 5727 78% 38% 57%
Small Farmers 6369 29355 4.61 9834 10223 20057 3.15 7222 3311 10532 73% 32% 53%
Medium Farmers 3177 15871 4.99 5587 5540 11127 3.50 4006 1595 5601 72% 29% 50%
Large Farmers 3213 18044 5.62 6480 6140 12620 3.93 4383 1847 6229 68% 30% 49%
Rural Lower Level 4277 19562 4.57 8315 6875 13190 3.08 5420 2358 7778 86% 34% 59%
Rural Economically Inactive 1031 3216 3.12 1017 1455 2472 2.40 42 15 56 4% 1% 2%
Rural Higher Level 1419 7575 5.34 2478 2568 5046 3.56 1834 901 2734 74% 35% 54%
Urban Lower Level 2589 12877 497 4431 4524 8955 3.46 3813 1296 5109 86% 29% 57%
Urban Economically Inactive 438 1753 4.00 664 793 1457 3.32 7 32 39 1% 4% 3%
Urban Higher Level 1255 7552 6.02 2609 2680 5289 4.21 1713 817 2530 66% 30% 48%
ALL HOUSEHOLDS 27309 130597 4.78 44208 46057 90266 3.31 32160 14176 46336 73% 31% 51%

Table 8: Average annual changes in the Number of households, Population and Labour force by subsector in iIndonesia, '75-'80, related to the
1975 and 1980 SAMs (%)

Number Popu- Average

Potential Labour force

Employment (*1000

Potential Labour force

of lation House- full-time equivalents) participation rate
House- hold per

Household subsector holds Size Male Female Total Housh Male Female Total Male Female Total

Agricultural Employees 0.2% 1.2% 1.0% 1.1% 0.7% 09% 0.7% 1.7% 1.7% 1.7% 0.6% 0.9% 0.8%
Small Farmers 5.0% 5.5% 0.4% 6.9% 6.6% 6.7% 1.7% 6.7% 4.7% 6.1% -0.2% -1.9% -0.6%
Medium Farmers 5.8% 5.1% 0.7% -29% -3.2% B3.0% 27% 3.0% 3.8% 33% -0.1% -0.6% -0.2%
Large Farmers 3.3% 3.1% 02% 09% -0.7% 08% 25% -09% B3.0% -15% -0.0% -22% -0.7%
Rural Lower Level 3.3% 3.8% 0.5% 3.6% 3.1% 34% 0.1% 7.5% 5.8% 7.0% 3.8% 27% 3.6%
Rural Economically Inactive 4.8% 3.6% -1.2% 2.3% 3.3% 29% -1.9% 3.1% 7.1% 0.1% -5.4% 3.9% -2.8%
Rural Higher Level 1.1% 1.2% 0.1% 0.8% 0.0% 0.4% -0.7% 4.7% -5.6% 1.8% 39% 57% 14%
Urban Lower Level 4.4% 5.6% 1.2% 5.5% 5.2% 54% 0.9% 9.1% 10.7% 9.5% 3.6% 54% 4.1%
Urban Economically Inactive 10.1% 8.0% 2.1% 6.2% 6.9% 6.6% -3.5% 2.8% 4.1% 3.9% -3.3% -2.8% -2.7%
Urban Higher Level 4.7% 4.7% 0.0% 4.9% 4.9% 49% 0.1% 8.6% 6.3% 79% 3.7% 1.4% 3.0%
ALL HOUSEHOLDS 2.1% 2.3% 0.3% 3.0% 2.8% 29% 0.8% 4.7% 3.0% 4.2% 1.7% 0.2% 1.3%
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fact that the household size increases most with the urban lower level
and agricultural employees subgroups, and not at all with the higher

level urban and rural subgroups.l3

The distribution of the population over subgroups has gradually
shifted. As expected, the proportion of the population in agricultural
households declines, from 60% to 56%. On the other hand, the share in
rural and urban non-agricultural households increased, from 23% to 24%
and from 17% to 20%, respectively. Indonesia obviously urbanizes during
this period, although in 1980 the non-agricultural rural households
still outnumber all urban households. Moreover, agriculture is still the

main source of living for the majority of the population.

In the cities, the ranks of the lower level and economically inactive
households swell most. Nevertheless, the growth of the number of higher
level households is also more than twice the national average. This is
not the case in the countryside where the higher level subgroup hardly
expands. Within agriculture, there is a very clear tendency towards
smaller land-holdings. The proportion of medium and large farmers’
households dwindles from 23% to 17%, while the share of small farmers
rises from 23% to 27%. This is in conformity with Geertz’ famous

*involution’ theory for agricultural development in Indonesia.

In both years, the largest families are found among richer subgroups,
that is, the higher level and large farmers'’ households (see the third
column in Tables 6-8). This confirms Downey's [1984: 146] conclusion
that ".. subgroups who rank higher in various dimensions of socio-
economic inequality are typically the ones with larger, not smaller,
mean household sizes." The average household in the higher level urban

subgroup even counts more than 6 persons; this includes indoor servants.
The average number of children under 10 declines from 1.48 per

household in 1975 to 1.40 in 1980. At the subgroup level, however, the

number of infants only becomes fewer with the farmers and higher level

15. Refer to Downey [1984]) and Keuning [1984a] for the exact definition of household subsectors.



- 18 -

urban households. In these five years an interesting shift in the
determinants of family size has taken place. In 1975, the positive
correlation between average number of persons per household and average
living standard of household subgroups was equally valid for the
children under 10 as for all members of the household. In 1980, this is
no longer the case. Particularly, the number of young children in the
relatively rich medium and large farmers’ subgroups has dropped, from
1.49 to 1.16 and from 1.69 to 1.22, respectively. As these are the only
subgroups that shrink between 1975 and 1980, it seems that the exodus
mainly concerns families with young children. Another remarkable change
regards the youth in the rural and urban higher level subgroups. On
average, the former numbers 1.92 in 1980, up from 1.78 in 1975, while
the latter numbers 1.77 in 1980, down from 1.80 in 1975. Tentatively, it
is inferred that family planning was practised more among the urban

elites.

Due to the non-uniform changes in age structure, the spread of
potential labour force growth rates is relatively small when compared to
that of the number of households or the population as a whole; see Table
8, columns 1, 2 and 6. Particularly for the medium and large farmers,
the potential labour force declines much less than the population at
large. As a consequence, the large farmers’ subgroup contains most
potential labour force participants per household in 1980. Especially
this applies to males; the medium and large farmers subgroups are the
only ones that count more male than female adults, in both years. On the
other hand, in the economically inactive subgroups many more females
than males are found. For instance, an economically inactive, rural
household contains on average 1.31 females and 0.87 males older than
nine in 1980. This is explained by more females among the pensioners and
by a large number of households headed by middle-aged females in this
subgroup.l® The latter apparently depend on income transfers from
husbands working (and living) a great distance away. The phenomenon of

rural-urban ‘circulation’, instead of migration of complete families, is

16. On the other hand, among the young economically inactive (students living on their own) the

grown-up males far outnumber the females, especially in the cities.
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well documented in the case of Indonesia [Jones and Richter, 1981].

The next stage in this analysis of interactions between demographic
and economic changes concerns the potential labour force participation
rate (the last three columns in Tables 6-8). For this purpose,
employment has been expressed in full-time equivalents (40 hours per
week during the whole year). Overall, the participation rate increases,
from 51% in 1975 to 55% in 1980. Surprisingly, this increase can be
fully ascribed to males; reaching 79% in 1980, up from 73% in 1975. The

female potential labour force participation rate remains stable at 31%.

By subgroup, substantial differences occur. The largest rise in
participation rates has been estimated for the lower level non-
agricultural subgroups, peaking above 100% for the males in 1980. This
trend signifies, on the one hand, more work opportunities for this
subgroup, but on the other hand, a continuing need to work long hours to
earn a living. In this regard, it is illuminating that in 1980 the
female participation rate is also among the highest in these subgroups.
Supplementary evidence is provided by a comparison of unweighted and
weighted employment growth, cf. Tables 8 and Keuning [1993b; Table 8].
Apparently, the lower level subgroups do not benefit from a general
shift towards better paying jobs. Actually, although total employment
increases more with the lower level subgroups than with the higher level
subgroups (see the tenth column in Table 8), the reverse is the case for
the more remunerative, salaried employment. Finally, the annual growth
rate of total per capita labour income in the lower level subgroups
(22.1% in rural areas and 23.2% in urban areas) hardly exceeds the
national average (22.1%). All in all, it is concluded that the enormous
expansion of working hours in the lower level non-agricultural subgroups
was sheer necessity and not so much an indication of a relative

improvement in their situation.

Further, the decline in labour force participation rates among the
farmers is noteworthy. Among the medium and large farmers this coincides

with a fall in the potential labour force. Table 23 below will show
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that the employment growth in food crops cultivation is the smallest of
all 22 industries. Particularly for females, employment opportunities
lag behind. Since the participation rates increase in most other
subgroups, the spread of these figures by (economically active) subgroup
is also greater in 1980. The participation rate remains very low in

households that primarily depend on transfers or property income.

Tables 9-17 subdivide the 1975 and 1980 potential labour force in
each subgroup by sex and highest level of schooling attained.l’ The last
column summarizes this information and gives the average number of years
of formal education. In the reference period, this figure has increased
from 3.47 to 3.57 years; more specifically, from 4.06 to 4.15 years for
males and from 2.90 to 3.11 years for females. So the women seem to be
catching up slowly. On the whole, the proportion with a university
degree remains very low, despite its doubling from 0.1% to 0.2%. The
share that has completed at least senior high school rises from 3.3% to
4.7%, while the share with not more than primary education drops from
91.3% to 89.6%. Finally, the proportion without any formal education
falls from 29.0% to 27.8%.

Huge and increasing differences exist between subgroups. For males
aged 10 or more, the average number of years of schooling in 1980 varies
from 3.05 for the agricultural labourers to 8.24 for the urban higher
level households. There exists a clear correlation between this variable
and the standard-of-living in each subgroup. In fact, during the second
half of the seventies the average educational level even falls among the
economically inactive and in most agricultural subgroups. For the
economically inactive this is largely explained by a disproportional
increase in the number of elderly. For the agricultural households this
trend signifies that relatively well-educated people have left the farm.
Meanwhile, the greatest increase in the level of schooling takes place
in the urban lower level and both higher level subgroups. For females,

the subgroup pattern and the trends are similar. Note that the

17. Refer to Downey [1884: Chapter 6] for a more comprehensive integration of schooling accounts

into a SESAME-type framework.
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Table 9: Distribution of Highest Levels of SCHOOLING Attained by the MALE Potential Labour Force in each
Household Subgroup, indonesia, 1980 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 267% 51.3% 17.5% 22% 05% 07% 09% 0.1% 0.1% 3.05
Small Farmers 258% 486% 212% 25% 06% 05% 0.7% 0.0% 0.0% 3.16
Medium Farmers 23.7% 494% 219% 28% 0.7% 06% 0.8% 0.0% 00% 3.30
Large Farmers 21.8% 50.3% 22.2% 3.2% 0.7% 0.8% 1.0% 0.1% 0.0% 3.41
Rural Lower Level 16.3% 47.6% 267% 49% 14% 13% 1.7% 0.1% 00% 3.97
Rural Economically Inactive 31.6% 39.2% 20.0% 52% 1.1% 13% 1.3% 0.1% 0.1% 3.29
Rural Higher Level 5.8% 30.3% 27.4% 11.3% 34% 62% 13.6% 12% 09% 6.59
Urban Lower Level 83% 354% 30.5% 12.2% 2.6% 59% 4.4% 04% 03% 558
Urban Economically Inactive 11.8% 27.7% 25.1% 16.3% 2.8% 10.5% 4.5% 0.8% 0.5% 6.07
Urban Higher Level 2.1% 20.8% 22.7% 17.0% 2.9% 16.6% 10.6% 3.6% 3.7% 824
ALL HOUSEHOLDS 19.2% 442% 23.3% 57% 13% 2.8% 27% 04% 03% 4.15

Table 10: Distribution of Highest Levels of SCHOOLING Attained by the MALE Potential Labour Force in each
Household Subgroup, indonesia, 1975 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 28.0% 46.0% 21.6% 28% 04% 03% 0.8% 0.1% 0.0% 3.11
Small Farmers 27.6% 453% 24.1% 1.8% 0.6% 0.2% 0.5% 0.0% 00% 3.10
Medium Farmers 253% 434% 27.1% 25% 0.7% 04% 0.6% 0.0% 00% 3.34
Large Farmers 20.7% 445% 29.4% 34% 05% 05% 08% 0.1% 00% 3.64
Rural Lower Level 186% 44.0% 293% 4.8% 1.2% 0.8% 1.3% 0.1% 0.0% 3.87
Rural Economically Inactive 21.2% 35.2% 28.7% 69% 1.9% 1.6% 4.1% 04% 0.0% 4.32
Rural Higher Level 9.8% 32.6% 29.6% 103% 4.0% 45% 80% 08% 04% 573
Urban Lower Level 9.2% 36.6% 33.7% 10.0% 27% 4.3% 29% 04% 0.1% 5.22
Urban Economically Inactive 8.4% 25.3% 32.1% 15.0% 4.2% 85% 5.1% 1.0% 04% 6.27
Urban Higher Level 3.0% 20.7% 25.1% 17.1% 4.0% 13.8% 8.8% 44% 3.1% 797
ALL HOUSEHOLDS 20.3% 41.1% 27.3% 52% 14% 20% 20% 04% 02% 4.06

Table 11: Shifts in the Distribution of Highest Levels of SCHOOLING Attained by the MALE Potential Labour Forc
in each Household Subgroup, Indonesia, 1975-1980 ('80% - '75%)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees -1.3% 5.3% 4.1% -06% 0.1% 04% 0.1% -0.0% 0.1% -0.06
Small Farmers -1.8% 3.3% 29% 07% 0.0% 03% 02% 00% 00% 0.07
Medium Farmers -1.6% 6.0% 52% 03% -0.0% 02% 0.2% 0.0% 0.0% -0.04
Large Farmers 12% 5.8% 7.3% 02% 0.1% 02% 0.2% -0.0% 0.0% -0.22
Rural Lower Level 23% 3.6% 26% 01% 0.2% 05% 04% -0.0% 00% 0.10
Rural Economically Inactive 10.4% 4.1% 8.7% -1.7% -0.7% -0.3% -2.8% -04% 0.0% -1.03
Rural Higher Level 4.0% -2.3% 22% 1.0% -0.6% 1.7% 5.6% 04% 05% 0.85
Urban Lower Level 09% -1.2% 32% 22% 0.1% 1.6% 15% 0.0% 0.1% 0.36
Urban Economically Inactive 3.4% 2.4% 7.0% 13% -1.5% 2.0% -05% -0.2% 0.0% -0.20
Urban Higher Level 0.8% 0.1% 24% 02% -1.0% 28% 1.8% -0.8% 06% 0.26

ALL HOUSEHOLDS -1.1%  3.1% 39% 05% -0.1% 0.8% 07% -0.0% 0.1% 0.09
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Table 12: Distribution of Highest Levels of SCHOOLING Attained by the FEMALE Potential Labour Force in each
Household Subgroup, Indonesia, 1980 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 46.3% 40.8% 10.9% 11% 0.2% 0.3% 04% 0.0% 0.0% 2.08
Small Farmers 43.2% 39.5% 152% 12% 0.3% 0.2% 04% 0.0% 0.0% 230
Medium Farmers 41.0% 409% 157% 1.4% 03% 02% 04% 0.0% 0.0% 240
Large Farmers 38.8% 424% 16.0% 16% 04% 0.3% 0.5% 0.0% 0.0% 251
Rural Lower Level 362% 415% 18.0% 25% 05% 05% 08% 0.0% 0.0% 276
Rural Economically Inactive 57.0% 27.5% 119% 22% 05% 04% 05% 00% 00% 1.89
Rural Higher Level 18.1% 34.6% 284% 8.1% 20% 23% 6.0% 03% 02% 4.73
Urban Lower Level 22.2% 36.3% 259% 8.8% 12% 3.0% 23% 02% 0.1% 4.23
Urban Economically Inactive 30.8% 26.7% 21.7% 11.4% 1.8% 4.8% 22% 03% 0.1% 4.22
Urban Higher Level 9.5% 263% 263% 15.8% 25% 9.7% 79% 1.2% 1.0% 647
ALL HOUSEHOLDS 36.2% 383% 179% 3.8% 0.7% 14% 15% 0.1% 0.1% 3.01

Table 13: Distribution of Highest Levels of SCHOOLING Attained by the FEMALE Potential Labour Force in each
Household Subgroup, Indonesia, 1975 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 47.6% 36.8% 14.2% 09% 0.2% 0.1% 0.2% 0.0% 0.0% 2.09
Small Farmers 45.0% 385% 153% 0.6% 03% 0.1% 0.2% 0.0% 00% 219
Medium Farmers 423% 379% 179% 1.3% 0.2% 0.1% 03% 0.1% 0.0% 240
Large Farmers 36.4% 40.6% 203% 1.8% 04% 0.1% 04% 0.0% 0.0% 270
Rural Lower Level 374% 39.3% 19.9% 22% 06% 02% 05% 0.0% 00% 270
Rural Economically Inactive 46.8% 28.9% 18.1% 3.5% 1.0% 05% 1.2% 0.0% 00% 256
Rural Higher Level 23.8% 334% 263% 6.6% 56% 1.2% 3.0% 0.1% 0.0% 4.20
Urban Lower Level 25.6% 37.6% 254% 64% 14% 1.8% 16% 02% 0.0% 3.79
Urban Economically Inactive 26.4% 27.7% 25.7% 10.5% 2.2% 4.0% 29% 04% 02% 444
Urban Higher Level 122% 26.6% 27.1% 14.6% 3.7% 7.1% 69% 1.3% 05% 6.04
ALL HOUSEHOLDS 37.4% 37.0% 19.4% 32% 1.0% 0.9% 1.1% 0.1% 0.0% 290

Table 14: Shifts in the Distribution of Highest Levels of SCHOOLING Attained by the FEMALE Potential Labour F
in each Household Subgroup, indonesia, 1975-1980 ('80% - '75%)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees -1.3% 4.0% 33% 02% 0.0% 0.2% 0.2% 0.0% 0.0% -0.00
Small Farmers -1.8% 1.0% 0.1% 0.6% -0.0% 02% 0.2% 0.0% 0.0% 0.12
Medium Farmers -1.2% 3.0% 22% 0.1% 0.1% 0.1% 0.1% -0.0% 0.0% 0.00
Large Farmers 24% 1.8% 44% 02% -00% 02% 0.1% 0.0% 0.0% -0.19
Rural Lower Level -1.3% 2.2% -1.8% 03% -0.0% 02% 03% 0.0% 0.0% 0.06
Rural Economically Inactive 10.2% -1.5% 6.2% -13% -05% -0.1% -0.7% 0.0% 0.0% -0.66
Rural Higher Level $.7% 1.1% 21% 15% 35% 1.1% 3.0% 02% 0.1% 0.53
Urban Lower Level 3.4% -1.3% 0.5% 23% -0.2% 1.2% 0.7% 0.0% 0.1% 044
Urban Economically Inactive 4.4% -1.0% 4.0% 1.0% -04% 09% -0.7% -0.1% -0.1% -023
Urban Higher Level 2.7% -0.4% 0.8% 12% -1.2% 25% 1.0% -0.1% 05% 043

ALL HOUSEHOLDS -1.2%  1.3% -15% 06% -03% 05% 04% 0.0% 0.1% 0.11
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Table 15: Distribution of Highest Levels of SCHOOLING Attained by the TOTAL Potential Labour Force in each
Household Subgroup, Indonesia, 1980 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 369% 459% 14.1% 16% 04% 05% 06% 0.0% 00% 255
Small Farmers 34.6% 440% 182% 1.8% 04% 04% 05% 00% 00% 273
Medium Farmers 32.3% 452% 18.8% 2.1% 05% 04% 06% 0.0% 0.0% 285
Large Farmers 30.1% 464% 19.1% 24% 0.5% 0.5% 08% 0.0% 0.0% 287
Rural Lower Level 26.5% 44.5% 22.2% 3.6% 09% 09% 12% 0.1% 0.0% 335
Rural Economically inactive 46.9% 32.2% 15.2% 3.4% 0.7% 0.8% 0.8% 0.0% 0.0% 245
Rural Higher Level 11.9% 324% 279% 9.7% 27% 43% 98% 07% 05% 5.66
Urban Lower Level 15.3% 35.8% 282% 10.5% 1.9% 45% 34% 03% 02% 4.90
Urban Economically inactive 22.3% 27.1% 23.2% 13.6% 22% 7.4% 3.2% 05% 03% 5.04
Urban Higher Level 5.9% 23.6% 24.6% 16.4% 2.7% 13.1% 9.2% 24% 23% 7.34
ALL HOUSEHOLDS 27.8% 41.2% 20.6% 4.8% 1.0% 21% 21% 03% 0.2% 3.57

Table 16: Distribution of Highest Levels of SCHOOLING Attained by the TOTAL Potential Labour Force in each
Household Subgroup, Indonesia, 1975 (Row %)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees 383% 41.2% 17.7% 1.8% 03% 02% 05% 0.0% 0.0% 258
Small Farmers 365% 41.8% 19.6% 1.2% 04% 0.1% 03% 0.0% 00% 263
Medium Farmers 33.7% 40.6% 22.5% 1.9% 04% 0.2% 0.5% 0.0% 00% 287
Large Farmers 28.3% 42.6% 25.0% 2.6% 0.5% 0.3% 0.6% 0.1% 0.0% 3.18
Rural Lower Level 284% 41.5% 244% 34% 09% 05% 08% 0.0% 0.0% 3.26
Rural Economically Inactive 36.2% 31.5% 225% 4.9% 1.3% 09% 24% 02% 0.0% 3.29
Rural Higher Level 169% 33.0% 27.9% 84% 4.8% 28% 55% 04% 02% 4.95
Urban Lower Level 175% 37.1% 29.5% 8.2% 20% 3.1% 22% 03% 0.1% 4.50
Urban Economically Inactive 18.2% 26.6% 28.6% 125% 3.1% 6.0% 39% 0.7% 03% 5.28
Urban Higher Level 7.7% 23.7% 26.1% 158% 3.8% 104% 7.8% 28% 1.8% 699
ALL HOUSEHOLDS 29.0% 39.0% 23.3% 4.2% 1.2% 14% 15% 03% 0.1% 3.47

Table 17: Shifts in the Distribution of Highest Levels of SCHOOLING Attained by the TOTAL Potential Labour For
in each Household Subgroup, Indonesia, 1975-1980 ('80% - '75%)

Some Primary Junior High Senior High Uni- Average

No Primary School Gene- Voca- Gene Voca- Aca- ver- Number
Household subsector Schoo School Graduate ral tional ral tional demy sity of Year
Agricultural Employees -1.4% 4.7% 37% 02% 01% 03% 0.1% -0.0% 0.0% -0.03
Small Farmers -1.9% 2.2% 14% 0.6% -00% 0.2% 02% 0.0% 0.0% 0.10
Medium Farmers -1.5% 4.6% 37% 02% 00% 0.2% 02% 0.0% 0.0% -0.02
Large Farmers 1.8% 3.8% 59% -02% 0.1% 0.2% 0.1% -00% 0.0% -0.21
Rural Lower Level -1.9% 2.9% 21% 0.2% 0.1% 03% 04% 0.0% 0.0% 0.08
Rural Economically Inactive 10.7%  0.6% 74% -1.5% -0.6% -02% -1.6% -0.1% 0.0% -0.84
Rural Higher Level 5.0% -0.6% -0.0% 1.3% -2.1% 14% 43% 03% 03% 070
Urban Lower Level 2.2% -1.3% 1.3% 23% -02% 14% 1.1% 0.0% 0.1% 041
Urban Economically Inactive 4.1%  0.5% 54% 1.1% -09% 14% -07% -0.1% -0.0% -0.23
Urban Higher Level -1.8% 0.1% 1.6% 05% -1.1% 27% 14% -05% 05% 035

ALL HOUSEHOLDS -1.2%  2.2% 27% 0.6% -02% 07% 05% -0.0% 0.1% 0.10
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educational gap is less pronounced between sexes than between subgroups;
e.g. in the urban higher level subgroup the average number of years of
schooling of females equals 6.47 years, which exceeds the mean for males

in all subgroups except both higher level ones.

Next, it is discussed how these patterns and trends can be related to

changes in the distribution of (labour) income.

3.2 Trends in generated income

Tables 18-26 contain estimates for labour income, employment and the
wage rate by type of labour and industry. A more detailed specification
of labour incomes is given in Tables A.10-12 and the allocation of these
revenues to households is presented in Tables A.13-15. Self-employed
labour is included in all cases. These tables are only cursorily
addressed here, because the results have been discussed more extensively

elsewhere [Keuning, 1993b; 1994a; 1994b].

The figures for total employment by sex in Tables 21-23 are of
course the same as those in Tables 6-8. Between 1975 and 1980
employment increases in all industries, but by far the least in food
crops cultivation. As a consequence, the share of this industry in total
employment drops from 47% to 39%. On the other hand, the share of estate
crops cultivation increases from 4% to 5%, and of the government and

related services from 5% to 7%.

By type of occupation, the fastest growth (+11% per annum) is found
among jobs for the high-skilled: professionals, technicians, managers
and supervisors. Their share in total employment increases from 4% to
5%. The share of manual workers increases from 20% to 23%, while that of
agricultural labourers declines from 52% to 48%. These proportions show

that Indonesia is still very much an agricultural society in 1980.

The share of urban jobs increases from 18% to 23%, the share of self-
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employment remains very large, 62% down from 63%, and the share of
females actually drops, from 31% to 29%. The minor decline in the share
of self-employment is caused not so much by a shift to salaried jobs
(this is only the case in 7 of the 22 industries), but by a higher
employment growth rate in industries where the self-employed are under-
represented. For instance, in all agricultural branches the share of
self-employment becomes even (much) higher. The proportion of female
employment falls in all manufacturing branches and in crops cultivation,
but rises in all service industries except restaurants. Particularly, in
the government and related services, the female share increases

significantly, from 14% to 21%.

For a better understanding of the changes in labour income, the
employment figures must be supplemented by data on wage rate
developments; cf. Tables 24-26. By occupational category the spread of
wage rates increases slightly while the urban-rural and paid-unpaid gaps
remain about the same. Only between the sexes there is a tendency

towards more equality.

The inter-industry wage rate differentials are quite similar in both
years; the ranking of the 22 industries hardly changes, with most
agricultural branches dropping a few places, all manufacturing branches
improving their position a bit, and a rather stable order for the
service branches except trade and transport services which move up from

rank 17 to rank 12.

An interesting comparison can be made with Gittleman and Wolff (G&W)
[1993], who analyze inter-industry wage differentials in several OECD-
countries. Through a slight aggregation of both their data for the
United States and our data for Indonesia, a similar classification of
industries was obtained. It appears that the inequality in wage rates is
larger in Indonesia than in the United States. In Indonesia, the
unweighted variance of the logarithm of relative industry wage rates
equals .572 in 1975 and .484 in 1980, while it equals .137 for a

comparable classification of industries in the US in 1985. However,
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analogous to G&W's conclusion for the OECD-countries, the trend is
towards convergence. This is confirmed by the correlation coefficient of
the series for both countries, which increases from .57 to .65. Finally,
the rankings have been compared. It strikes that in both countries
utilities come out on top while agriculture brings up the rear. On the
other hand, manufacturing branches typically rank higher in the U.S. and
this is mirrored by the place of services, except transport. For
instance, government services etc. rank third in Indonesia in 1980 and
ninth in the U.S. in 1985. An explanation for this divergence is found
in the relatively big gap in average skill level between service and

manufacturing branches in Indonesia.

These shifts in wage rates and employment lead to the changes in
labour income as shown in Tables 18-20. The lower part of Table 20
shows that the proportions of the wage bill earned by agricultural
workers, earned in rural areas and earned in food crops cultivation all
drop substantially. Naturally, these changes are all manifestations of
the same trend. Further, the share of salaried labour increases from 53%

to 55% and the share of females rises from 18% to 20%.

The allocation of generated income to subsectors is presented in
Tables A.13-15. The bulk of agricultural wages accrues to agricultural
labourers, while farmers receive almost all agricultural mixed income.
Net mixed income consists of two components: imputed labour income and
non-produced capital income. As expected, the former part is mainly
earned by small farmers and the latter part by large farmers. Most of
the labour income of manual workers and most of the imputed wages of
clerical, sales and service own-account workers end up with the non-
agricultural lower level subgroups. The compensation of clerical, sales
and service employees and of technicians, managers and supervisors

predominantly accrues to the higher level subgroups.

The allocation of income from owner-occupied housing shows that urban
households (18% of the total) generally live in much more expensive

dwellings: 55% of the imputed rents have been booked to them. About half
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of rural net capital income from non-agricultural activities serves as a
subsidiary source of revenue in agricultural households. Overall, the
sum of labour income and the capital income that accrues to households
accounts for 59% of total generated income in 1980; in 1975 this figure
was still 66%. Thus, the proportion received by the corporate sector

increases significantly.

The next subsection combines these incomes from production with

property income and transfers and reviews how these revenues are spent.

3.3 Changes in the distribution of income and expenditure

Tables 27-29 present the main income components by household subsector
in both years. Further details on property income and transfer receipts
are provided in Tables A.16-18. Clearly, the balance of property

income and outlays is only significant in the higher level and
economically inactive subgroups. Almost three quarters end up with the
higher level urban households. Inter-household transfers are all
received by the economically inactive and account for 30-40% of their
income in 1980. Although government transfers to households are the
fastest growing income component, their size remains very small. This is
due to the absence of a social security system. Remittances from abroad
are negligible in 1975 and still insignificant in 1980. In all subgroups
the contribution of gross mixed income to total earnings stands out:
varying from 28% for the higher level urban households to 96% for the

large farmers.

The next three tables present per capita incomes. The average annual
growth rate of total income per head varies from 19% for the rural
economically inactive to 26% for the rural higher level households. For
all other subgroups this rate equals roughly 21%. The last column of
these tables gives net disposable income per head at constant 1980
prices. Subtraction of a subgroup-specific inflation rate substantially

increases the spread of the income growth rates: now the rural and urban
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Table 27: Household current income by subsector and income component, 1980 (billions of Rp.)

Income Compone Compen- Gross Mixed Income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable
ployees Labour Capital cia- minus  hold ment of the Mixed Trans- income

Household Subsector income Income tion Outlay Subgroups World Income fers at 1980
SAM column 3A,C.E.G 3B,DFH 3lad 3K 486G 4-6AF 4-6H 10 3B,D,F,H- 4-6AF+H Total prices
Agricultural Employees 1200 153 463 53 3 0 4 0 669 4 1876 1771
Small Farmers 514 1919 1887 174 7 0 11 0 3979 11 4511 4222
Medium Farmers 167 718 1038 74 3 (1} 3 (4] 1831 3 2004 1854
Large Farmers 149 919 2358 161 5 V] 4 0 3438 4 3596 3274
Rural Lower Level 1525 16856 879 113 3 (o] 7 1 2648 8 4183 3951
Rural Economically Inactiv 10 6 253 28 123 189 1 (o] 287 190 609 568
Rural Higher Level 1377 434 330 40 292 0 2 3 804 5 2478 2350
Urban Lower Level 2071 1610 1583 304 22 0 3 4 3497 7 5596 5053
Urban Economically Inactiv 7 4 284 54 204 354 0 (o] 343 354 908 835
Urban Higher Level 2680 636 921 191 1849 o] 0 0 1748 0 6278 5757
ALL HOUSEHOLDS 9699 8056 9996 1193 2510 542 36 8 19244 586 32039 29635

*) Including operating surplus from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.

Table 28: Household current income by subsector and income component, 1975 (billions of Rp.)

Income Compone Compen- Gross Mixed income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable
ployees Labour Capital cia- minus  hold ment of the Mixed Trans- Income

Household Subsector Income Income tion Outlay Subgroups World income fers at 1980
SAM column 3A,C.E.G 3BDFH 3lad 3K 4-6G 4-6AF 4-6H 10 3B,D,F,H- 4-6A-F+H Total prices
Agricultural Employees 407 73 117 16 [+] 0 1 (o} 206 1 614 1296
Small Farmers 196 616 402 44 [+] (o] 1 (o] 1062 1 1259 2641
Medium Farmers 69 365 434 41 (o] 0 1 (o] 840 1 910 1874
Large Farmers 59 419 872 85 (o] (o] 1 o 1476 1 1536 3029
Rural Lower Level 493 377 266 36 0 0 1 o] 680 1 1174 2438
Rural Economically Inactiv 8 1 43 33 108 0 (] 51 108 200 420
Rural Higher Level 298 156 72 11 88 0 0 0 239 (] 625 1281
Urban Lower Level 551 322 527 0 o] 0 o 934 0 1485 2884
Urban Economically Inactiv 4 1 33 8 43 130 4] (o] 43 130 219 451
Urban Higher Level 674 148 273 53 467 0 0 (] 473 (o] 1615 3092
ALL HOUSEHOLDS 2759 2477 3141 385 631 238 6 0 6003 244 9637 18407

*) Including operating surplus from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.

Table 29: Average annual percentage change of household current income by subsector and income component, 1975-'80

Income Compone Compen- Gross Mixed income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable

ployees Labour Capital cia- minus  hold ment of the Mixed Trans- Income
Household Subsector Income Income tion Outlay Subgroups World Income fers at 1980

SAM column 3A,C,E,G 3B,DFH 3lad 3K 4-6G 4-6AF 4-6H 10 3B,D,F,H- 4-6A-F+H Total prices

Agricultural Employees 22% 15% 27% 24% - - 35% - 24% 35% 22% 6.2%
Small Farmers 19% 23% 31% 27% - - 40% - 26% 40% 26% 9.4%
Medium Farmers 18% 14% 17% 12% - - 29% - 16% 29% 16% -0.2%
Large Farmers 19% 16% 18% 13% - - 32% - 17% 32% 17% 1.6%
Rural Lower Level 23% 30% 24% 23% - - 38% - 27% 41% 25% 9.7%
Rural Economically Inactiv 4% 32% 35% 30% 26% 11% 40% - 35% 11% 22% 6.1%
Rural Higher Level 31% 20% 30% 26% 24% - 36% - 24% 53% 28% 12.1%
Urban Lower Level 26% 32% 22% 25% - - 39% - 26% 57% 27% 11.2%
Urban Economically Inactiv 11% 22% 43% 39% 31% 20% 45% - 42% 20% 28% 12.3%
Urban Higher Level 28% 29% 24% 26%  28% - 40% - 26% 40% 27% 12.4%
ALL HOUSEHOLDS 25% 24% 23% 23% 28% 16% 37% - 23% 18% 24% 8.5%

*) Including operating surplus from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.
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Table 30: Household current PER CAPITA income by subsector and income component, 1980 (000 Rp)

Income Compone Compen- Gross Mixed income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable
ployees Labour Capital cia- minus  hold ment of the Mixed Trans- Income

Household Subsector income Income tion Outlay Subgroups World income fers at 1980
SAM column 3A,C.EG 3B,DF,H 3lad 3K 4-6G 4-8AF 4-6H 10 3B,D,F,H- 4-86A-F+H Total prices
Agricultural Employees 76 10 29 3 0 0 (o] 0 43 0 119 113
Small Farmers 13 50 49 5 0 0 0 0 103 0 117 110
Medium Farmers 14 58 84 6 0 0 0 (o] 149 0 163 151
Large Farmers 10 60 183 10 [¢] (] 0 (o] 223 0 233 212
Rural Lower Level 64 70 37 5 o] o] (o] 0 112 0 177 167
Rural Economically inactiv 2 2 66 7 32 49 0 0 75 49 158 148
Rural Higher Level 171 54 41 5 36 [ (] [¢] 100 1 308 292
Urban Lower Level 121 84 93 18 1 [v] (o} 0 205 (o] 328 296
Urban Economically Inactiv 3 2 109 21 78 136 0 o] 131 136 348 320
Urban Higher Level 280 66 96 20 193 0 0 0 183 0 656 602
ALL HOUSEHOLDS 66 55 68 8 17 4 0 0 131 4 218 202

*) including operating surpius from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.

Table 31: Household current PER CAPITA income by subsector and income component, 1975 (000 Rp)

Income Compone Compen- Gross Mixed income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable
ployees Labour Capital cia- minus  hold ment of the Mixed Trans- Income

Household Subsector Income Income tion Outlay Subgroups World Income fers at 1980
SAM column 3A,CE,G 3B,DFH 3lad 3K 468G 4-8AF 4-6H 10 3B,D,F,H- 4-6A-F+H Total prices
Agricultural Employees 28 5 8 1 1] 0 0 (o} 14 0 42 88
Small Farmers 7 21 14 1 0 0 (o} 0 36 0 43 90
Medium Farmers 4 23 27 3 0 0 0 0 53 0 57 118
Large Farmers 3 23 54 5 0 0 (o] (o] 82 0 85 168
Rural Lower Level 25 19 14 2 o] 0 o] (o] 35 o] 60 125
Rural Economically Inactiv 2 ] 14 2 10 34 (o} 0 16 34 62 130
Rural Higher Level 39 21 10 1 12 0 0 0 32 0 82 169
Urban Lower Level 43 25 41 7 (o] 0 0 0 73 0 115 224
Urban Economically Inactiv 2 1 19 4 24 74 (o} (o] 24 74 125 257
Urban Higher Level 89 20 36 7 62 0 0 (o] 63 (] 214 409
ALL HOUSEHOLDS 21 19 24 3 5 2 0 0 46 2 74 149

*) Including operating surplus from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.

Table 32: Average annual percentage change of household current PER CAPITA income by subsector and income component, 1975-'80

Income Compone Compen- Gross Mixed Income *) Pro- Current transfers from: SOME SUBTOTAL TOTAL Net
sation perty Dispo-
of Em- Imputed Net Depre- Income House- Govern- Rest Gross Current sable
ployees Labour Capital cia- minus  hold ment of the Mixed Trans- income

Household Subsector Income Income tion Outlay Subgroups World income fers at 1980
SAM column 3A,C.EG 3B,DFH 3lad 3K 4-6G 4-6AF 4-6H 10 3B,D,F,H- 4-6A-F+H Total prices
Agricultural Employees 20% 14% 26% 23% - - 34% - 22% 34% 21% 5.1%
Small Farmers 14% 17% 25% 22% - - 35% - 21% 35% 20% 3.9%
Medium Farmers 23% 19% 23% 17% - - 34% - 21% 34% 21% 4.9%
Large Farmers 22% 19% 21% 16% - - 35% - 20% 35% 20% 4.7%
Rural Lower Level 19% 26% 20% 19% - - 34% - 23% 37% 22% 5.8%
Rural Economically Inactiv 1% 28% 32% 27%  23% 8% 36% - 31% 8% 19% 2.5%
Rural Higher Level 29% 19% 29% 25% 23% - 35% - 23% 52% 26% 11.0%
Urban Lower Level 21% 27% 16% 20% - - 34% - 21% 52% 21% 5.6%
Urban Economically Inactiv 4% 14% 35% 31% 23% 12% 37% - 34% 12% 20% 4.4%
Urban Higher Level 23% 25% 20% 21%  23% - 35% - 21% 35% 22% 7.7%
ALL HOUSEHOLDS 23% 21% 21% 20% 25% 14% 34% - 21% 15% 22% 6.1%

*) Including operating surplus from owner-occupied housing and land rent received minus land rent paid, from and to other households respectively.
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elites realize by far the highest increments (11.0% and 7.7%,
respectively), followed by the lower level non-agricultural households
in these areas (5.8% and 5.6%). The agricultural subgroups except the
smallest farmers rank next, all with a below-average growth rate (4.7%-
5.1%), and the smallest farmers plus the rural and urban economically
inactive households come last (3.9%, 2.5% and 4.4%, respectively). The
ratio between the poorest and richest subgroup’'s real per capita income
increases from 4.65 to 5.47. This confirms that inequality has risen in
this period, and that the higher Gini-coefficient in 1980 is not only
due to 'modern sector enlargement growth’ [Fields, 1979]. The final
section of this paper will look into the determinants of these shifts in

the income distribution.

The share of government in Net National Disposable Income rises from
15.9% to 19.4%. The composition of the treasury’s revenues drastically
changes. In particular, the proportion obtained from (oil) corporations
tax increases from 62% to 78%. This is counterbalanced by a diminishing
relative importance of taxes less subsidies on production, contributing
3%, down from 16%. This decline is mainly caused by the much higher
subsidies on oil products in 1980. The contribution of household income
tax to current revenues increases marginally: from 5.9% in 1975 to 6.5%

in 1980 (cf. Tables A.16-18).

Social transfers in kind are re-routed to the beneficiaries in Tables
33-35. These transfers concern government education and health
expenditures, excluding a small amount for the training of civil
servants. On average, they account for 3% of disposable income in 1980
and their growth exceeds the growth of household income, except for the
urban economically inactive and higher level subgroups. Nevertheless,
these two subgroups and the rural elite still receive the highest per
capita transfers in 1980. On the other hand, the transfers do have a
moderate equalizing effect on the income distribution because the ratio
between the receipts of the rich and of the poor is smaller than the

original income disparities.
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Table 33: Social transfers in kind (education and health) from the government to each subsector, 1980

Income Component (billions of Rupiah)

per Capita (thousands of Rupiah)

Net

Social

Adjusted Adjusted Dispo-

Disposable Transfers Disposable sable income at

Net

Social

Adjusted

Adjusted Dispo-

Disposable Transfers Disposable sable Income at

Income in kind Income 1980 prices Income in kind Income 1980 prices

Household subsector (1) (2) (3) (4) (5) (6) @) (8)
Agricultural Employees 1771 75 1846 1846 113 4.8 118 118
Small Farmers 4222 194 4416 4416 110 5.0 115 115
Medium Farmers 1854 65 1919 1919 151 53 156 156
Large Farmers 3274 85 3359 3359 212 S5 218 218
Rural Lower Level 3951 140 4091 4091 167 59 173 173
Rural Economically inactive 568 24 593 593 148 6.3 154 154
Rural Higher Level 2350 72 2422 2422 292 8.9 301 301
Urban Lower Level 5053 117 5170 5170 206 6.9 303 303
Urban Economically Inactiv 835 22 857 857 320 8.5 329 329
Urban Higher Level 5757 92 5849 5849 602 9.6 611 611
ALL HOUSEHOLDS 29635 887 30522 30522 202 6.0 208 208

Table 34: Social transfers in kind (education and health) from the government to each subsector, 1975
Income Component (billions of Rupiah) per Capita (thousands of Rupiah)

Net Social Adjusted Adjusted Dispo- Net Social Adjusted Adjusted Dispo-
Disposable Transfers Disposable sable income at Disposable Transfers Disposable sable income at

Income in kind Income 1980 prices Income in kind Income 1980 prices

Household subsector (1) (2) 3) (4) (5) (6) @ (8)
Agricultural Employees 589 12 601 1323 40 0.8 41 89
Small Farmers 1197 26 1223 2699 41 0.9 42 92
Medium Farmers 846 17 863 1911 53 1.1 54 120
Large Farmers 1372 23 1395 3081 76 13 77 171
Rural Lower Level 1114 22 1136 2486 57 1.1 58 127
Rural Economically Inactive 192 7 199 436 60 2.3 62 135
Rural Higher Level 588 14 602 1312 78 1.8 79 173
Urban Lower Level 1327 20 1347 2928 103 1.6 105 227
Urban Economically Inactiv 209 8 217 468 119 4.3 124 267
Urban Higher Level 1444 26 1471 3150 191 3.5 195 417
ALL HOUSEHOLDS 8878 176 9054 19795 68 1.3 69 152

Table 35: Average annual percentage change of Social Transfers in kind from the government in each Subsector, 1975-'80

Income Component (growth rate - %)

per Capita (growth rate - %)

Net Social Adjusted Adjusted Dispo- Net Social Adjusted Adjusted Dispo-

Disposable Transfers Disposable sable Income at Disposable Transfers Disposable sable Income at

Income in kind Income 1980 prices Income in kind Income 1980 prices

Household subsector (1) {2) (3) (4) (5) (6) @) (8)
Agricultural Employees 22.0% 36.2% 22.4% 6.7% 20.8% 35.0% 21.2% 5.5%
Small Farmers 25.2% 39.8% 25.7% 9.8% 19.8% 34.4% 20.2% 4.4%
Medium Farmers 15.7% 26.9% 16.0% 0.1% 20.8% 32.0% 21.1% 5.2%
Large Farmers 17.4% 25.8% 17.6% 1.7% 20.5% 29.0% 20.7% 4.9%
Rural Lower Level 25.3% 36.9% 25.6% 10.0% 21.5% 33.1% 21.8% 6.1%
Rural Economically Inactive 21.7% 23.9% 21.8% 6.1% 18.1% 20.4% 18.2% 2.6%
Rural Higher Level 27.7% 32.9% 27.8% 12.3% 26.5% 31.7% 26.7% 11.1%
Urban Lower Level 26.7% 35.3% 26.9% 11.4% 21.1% 29.6% 21.3% 5.7%
Urban Economically Inactiv 27.7% 21.5% 27.5% 12.1% 19.7% 13.5% 19.5% 4.2%
Urban Higher Level 27.7% 25.1% 27.6% 12.4% 22.9% 20.4% 22.9% 7.6%
ALL HOUSEHOLDS 24.1% 32.3% 24.3% 8.7% 21.8% 30.0% 22.0% 6.3%
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Household current expenditures are summarized in Tables 36-38,
while the outlays of all institutional (sub)sectors are presented in
Tables A.22-24. Detailed shifts in consumption patterns will be
presented in the next subsection. Reviewing the composition of household
outlays, the most remarkable change concerns the doubling of the saving
rate, from 7% to 15%. The direct tax rate also increases significantly,
albeit from a very low base: 1.4% in 1975 becomes 2.1% in 1980. Final
consumption expenditure grows somewhat less, but still at an annual rate

of 6.6% in real terms.

Differences in the growth rates by subgroup are of course influenced
by the changes in subgroup size. Therefore, these growth rates are best
analyzed on a per capita basis; cf. Tables 39-41. It strikes that the
ranking of subgroups according to the growth rate of real consumption
expenditure is quite different from the ranking according to the growth
rate of real disposable income, discussed above. Especially the elites
and the medium farmers tumble, while the other urban subgroups move
upwards. Besides, the spread of growth rates is smaller for consumption
than for income. Accordingly, the Gini-coefficient increases less for
consumption than for income; from .207 to .230 (+2.1% per annum) for
real actual consumption and from .246 to .286 (+3.0% per
annum) for real adjusted disposable income.!® A higher Gini-coefficient
for income than for consumption is normal and compensated by a much

higher saving inequality.

The divergence between the subgroup growth rate patterns for income
and for consumption is indeed mirrored by the growth rates of saving:
above 35% per year for the rural and urban elites, medium farmers and
lower level rural households outside agriculture, and negative for
agricultural employees and both economically inactive subgroups.
Moreover, the last three categories and the small farmers dissave in
both years. Thus their consumption level is still not sustainable in

1980, despite an extraordinary per capita income growth in the second

18. Actual consumption includes social transfers in kind; cf. colummn (6) in Tables 33-35. The
1975 Gini-coefficient for consumption expenditure (excluding social transfers in kind) was the

same as the one for actual consumption (.207), but its growth rate is a little higher: +2.52.
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Table 36: Household current expenditures by subsector and expenditure component, 1980 (billions of Rupiah)

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum ltems:

& transfers to: I tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-

House- Govermn- |Domesbc imported sumption  Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F  4-6H 1A-E 1Rl 7 1 46 Total 7/(1+7) Total
Agricultural Employees 7 45 1781 107 -64 1887 52 1876 -0.03 1887
Small Farmers 16 99 4187 243 35 4430 115 4511 -0.01 4430
Medium Farmers 18 58 1454 78 3987 15832 76 2004 0.21 1532
Large Farmers 88 e 2313 122 1000 2435 161 3506 0.29 2435
Rural Lower Level 36 83 3452 224 388 3876 119 4183 0.10 3676
Rural Economically Inactive 1 12 577 37 -17 614 13 600 -0.03 614
Rural Higher Level 39 49 1409 102 880 1510 88 2478 0.37 1510
Urban Lower Level 130 108 4717 324 315 5042 240 $596 0.06 5042
Urban Economically inactive [o] 18 849 61 -21 910 18 908 -0.02 910
Urban Higher Level 208 122 3756 265 1926 4022 330 6278 0.32 4022
ALL HOUSEHOLDS 542 669 24496 1562 4769 26059 1211 32039 0.1 26059

Table 37: Household current expenditures by subsector and expenditure component, 1975 (billions of Rupiah)

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum ltems:

& transfers to: I tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-

House- Govern- | Domestic imported sumption  Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F  4-6H 1A-E 1F-l 7 1 4-6 Total 7/(147) Total
Agricultural Employees 3 6 606 37 -38 643 9 614 -0.06 1413
Small Farmers 8 10 1285 59 -103 1344 18 1288 -0.08 2959
Medium Farmers 9 15 m 34 ™ 807 24 910 0.09 1780
Large Farmers 49 30 1066 58 333 1124 7 1536 0.23 2467
Rural Lower Level 20 S 1043 K] 33 1116 24 1174 0.03 2436
Rural Economically Inactive (o] 192 13 -7 205 2 200 -0.04 448
Rural  Higher Level 21 5 508 42 49 550 26 625 0.08 1194
Urban Lower Level 24 1226 106 81 1332 72 1485 0.06 2880
Urban Economically inactive 2 199 21 3 220 2 219 -0.01 473
Urban Higher Level 78 40 1128 114 255 1243 118 1615 0.17 2657
ALL HOUSEHOLDS 238 136 8027 557 680 8583 374 9637 0.07 18706

Table 38: Average annual %-change of household current expenditures by subsector and expenditure component, 1975-'80

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum Items:
& transfers to: | tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-
House- Govern- IDomesﬁc imported sumption  Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F 4-6H 1A-E 1R 7 1 4-6 Total 7/(1+7) Total
Agricultural Employees 13% 41% 22% 21% -10% 22% 34% 22% 12% 5.8%
Small Farmers 13% 47% 24% 28% 22% 24% 37% 26% 47% 8.1%
Medium Farmers 13% 28% 13% 17% 32% 13% 23% 16% 17% -3.0%
Large Farmers 12% 18% 16% 15% 2% 15% 14% 17% 5% -0.3%
Rural Lower Level 12% 58% 24% 22% 49% 24% 32% 25% 24% 8.2%
Rural Economically inactive 1% 46% 22% 20% -18% 22% 42% 22% 4% 6.3%
Rural Higher Level 12% 46% 20% 18% 58% 20% 24% 28% 30% 4.7%
Urban Lower Level 20% 31% 27% 22% 2% 27% 24% 27% 0% 11.2%
Urban Economically Inactive 20% 43% 29% 22% -39% 28% 42% 28% -10% 13.1%
Urban Higher Level 20% 2% 24% 17% 40% 23% 21% 27% 13% 8.3%
ALL HOUSEHOLDS 16% 32% 22% 21% 39% 22% 23% 24% 15% 6.6%




26- b

Table 39: Household current PER CAPITA expenditures by subsector and expenditure component, 1980 (000 Rp)

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum ltems:

& transfers to: l tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-

House- Govermn- |Domesﬁc Imported sumption  Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F  4-6H 1A-E 1F-l 7 1 46 Total 7/(1+7) Total
Agricultural Employees 0 3 113 7 -4 120 3 119 0.03 120
Small Farmers o] 3 108 6 -1 115 17 -0.01 115
Medium Farmers 1 S 118 6 32 124 163 0.1 124
Large Farmers 6 ) 150 8 6s 158 10 233 0.29 158
Rural Lower Level 2 4 146 9 16 155 177 0.10 185
Rural Economically inactive (o] 3 150 9 -4 160 158 -0.03 160
Rural Higher Level 5 6 175 13 110 188 11 308 0.37 188
Urban Lower Level 8 6 27 19 18 296 14 328 0.06 296
Urban Economically Inactive 0 7 325 23 -8 349 7 348 -0.02 349
Urban Higher Level 22 13 383 28 201 420 34 656 0.32 420
ALL HOUSEHOLDS 4 5 167 1 32 178 8 218 0.15 178

Table 40: Househoid current PER CAPITA expenditures by subsector and expenditure component, 1975 (000 Rp)

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum Items:

& transfers to: ' tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-

House- Govern- IDomestic Imported sumption Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F  4-6H 1A-E 1F-l 7 1 4-6 Total 7/(147) Total
Agricuitural Employees 0 41 2 -3 43 1 42 -0.06 95
Small Farmers (¢} o 44 2 -4 46 1 43 -0.08 101
Medium Farmers 1 1 49 2 S 51 2 57 0.09 112
Large Farmers 3 2 59 3 18 62 4 85 0.23 137
Rural Lower Level 1 o] s3 4 2 57 1 60 0.03 125
Rural Economically inactive 0 0 60 4 -2 64 0 62 -0.04 139
Rural Higher Level 3 1 67 6 ki) 3 82 0.08 158
Urban Lower Level 4 2 95 8 6 103 6 115 0.06 224
Urban Economically Inactive (o] 1 114 12 -2 126 1 125 -0.01 270
Urban Higher Level 10 5 149 15 34 165 16 214 0.17 352
ALL HOUSEHOLDS 2 1 61 4 S 66 3 74 0.07 143

Table 41: Average annual percentage change of PER CAPITA expenditures by subsector and expenditure component, '75-'80

Expenditure Component Current taxes Final consump- Gross SUBTOTALS TOTAL Memorandum ltems:
& transfers to: I tion expenditure  Saving Final Con- Taxes& Saving/ Final Consump-
House- Govern- l Domestic Imported sumption  Trans- Disposable tion at constant
Household subsector holds ment Products Products Expenditure fers Income 1980 prices
SAM Rows: 4-6A-F  4-6H 1A-E 1F-l 7 1 46 Total 7/(1+7) Total
Agricultural Employees 12% 40% 20% 20% 9% 20% 33% 21% 12% 4.6%
Small Farmers 7% 41% 18% 23% 7% 18% 32% 20% 47% 2.6%
Medium Farmers 18% 33% 18% 22% 37% 18% 28% 21% 17% 21%
Large Farmers 15% 21% 19% 18% 25% 19% 17% 20% 5% 2.9%
Rural Lower Level 9% 54% 20% 19% 45% 20% 28% 22% 24% 4.4%
Rural Economically Inactive 8% 42% 18% 16% -15% 18% 38% 19% 4% 2.7%
Rural Higher Level 11% 45% 19% 16% 56% 19% 23% 26% 0% 3.5%
Urban Lower Level 14% 25% 21% 17% 22% 21% 18% 21% 0% 5.6%
Urban Economically Inactive 12% 35% 21% 14% 31% 20% 35% 20% -10% 5.2%
Urban Higher Level 15% 18% 19% 12% 36% 19% 16% 22% 13% 3.6%
ALL HOUSEHOLDS 14% 30% 20% 18% 37% 20% 21% 22% 15% 4.3%
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half of the seventies. It must be noted, though, that saving has been
estimated as a residual and is therefore very sensitive to measurement

errors in all (other) income and expenditure components.

More detailed results are shown in Tables A.22-24. For instance, the
third line of the one but lowest block in these tables gives the changes
in direct tax rates by (sub)sector. Apparently, the income tax rate
increases a bit for all household subgroups except the richest one:
higher level urban households. In 1980, this subgroup has the lowest tax
rate, 1.9%, although the differences among subgroups are very small.
Only the agricultural subgroups except the large farmers pay more than
2.0% of their current income. In 1975, the divergence among these rates
was much larger. However, the quality of the basic data for these
estimates does not allow drawing far-reaching conclusions without

additional evidence.

These tables also present outlays of the two other sectors:
corporations and government. The corporate tax rate rises substantially,
from 32% to 40%, due to specific levies on the booming oil revenues.
This has led to a declining share of the other categories of corporate
outlays: dividends paid out to households, profits and such remitted

abroad (including reinvested earnings) and saving.

The o0il corporation tax is such a milch cow in this period that the
government realizes an consumption expenditure growth above that of
households and as well an above-average growth of saving, despite the
swelling (interest) payments to abroad. Current transfers to households
are also expanding, but remain negligible: 0.1% of household income in
1980. This is much lower than the contribution of social transfers in

kind to disposable income of households: 3.0%.

Tables A.25-27 specify the capital account for two sectors:
households and corporations combined and the government. Transfers from
the latter to the former concern investment grants allocated to public

enterprise. A large though declining share of govermment funds for
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investment comes from foreign aid: 24% in 1980 versus 35% in 1975.

Figures on the allocation of investment among industries yield
insight into the direction the Indonesian economy is heading,
particularly when they are juxtaposed with the distribution of fixed
capital stock at the beginning of the year [Keuning, 1991]. For
instance, oil etc. mining accounts for roughly one fifth of the national
capital stock value at the beginning of 1980, but receives only about
one eighth of 1980 investment. The reverse applies to government
services etc., with 6% of opening capital stock but 16% of fixed
investment, and to housing services and the like (real estate & business
services), with 15% of the opening stock and 21% of investment.
Especially, the construction of dwellings and government offices expands
(see columns 8Eb and 8Ec in Tables A.30 and A.II1.11). In most of
agriculture and particularly in estate crops cultivation, investment is
small in proportion to the existing stock value. The same applies to
food processing. Rapidly expanding industries are, in addition to those
already mentioned: quarrying, hotels, utilities, chemicals & basic
metals & non-metallic minerals manufacturing, and wood products
manufacturing & construction. When viewed over the period 1975-1985, the
highest growth rates of capital stock have been achieved in hotels (+25%
per year), upstream manufacturing (+22%) and utilities (+22%) [Keuning,

1991: Table 3].

Regarding the ownership of fixed capital formation in both years, the
overall proportion invested by the business sector (including public
enterprise) increases slightly, from 65% to 67%; notably, its share
rises in trade, transport, and oil etc. mining. This is counterbalanced
by an increment in the share of government investment in virtually all

other industries; cf. the block at the right-side of Table A.27.

Finally, the row for the financial balance in Tables A.25 and 26
clearly demonstrates the improvement in the liquidity position of the
domestic sectors: even the government's Net Lending is positive in 1980,

while Net Lending of the nation is not less than 4.6 trillion Rupiah.
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Evidently, most of the oil boom receipts were not absorbed domestically.

3.4 Shifts in the consumption by product groups

This subsection focuses on household consumption. Tables A.19-21

contain the relevant blocks of the detailed SAMs, while Tables 42-50
present the same figures according to a different classification,
tailored to consumption analysis. As expected, per capita non-food
consumption is much more unequally distributed than per capita food
consumption. The largest disparities are found for education services,
durable consumer goods, transport services, and paper, books, etc. For
each commodity item, with corn, cassava and firewood as the only clear
exceptions, the 1980 ranking of subgroups according to consumption per
head is topped by the higher level urban households, followed by the two

other urban subgroups.

Obviously, rice is not an ’'inferior’ good in Indonesia: the highest
per capita consumption and consumption growth are found among the upper
strata. A very different pattern is found for corn and cassava: farmers
eat much larger amounts of these food stuffs, especially in 1975.
Another interesting item, from an environmental point of view too, is
firewood; its consumption per head in the poorest subgroups is not less
than five times larger than that in the richest subgroups. The 1975-1980
growth rate is also the largest for the agricultural households and way
below average in urban areas. Other consumption items with below-average
growth rates in all urban subgroups, and thus above-average growth rates
in the poorer households, are: clothing and processed food. A reverse
trend applies to: paper & books, transport, and other services. The
latter product group encompasses e.g. lodging, finance, recreational

services, and personal & household services.

The expenditure shares and changes thereof in Tables 45-47 are
roughly in conformity with established economic theory: budget shares of

(staple) food decline with increasing total per capita consumption. Yet,
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this rule does not apply, both over time and across subgroups in any
year, to more luxury food items, such as meat & eggs and processed food.
An interesting case is tobacco products, for which the highest 1980
budget share (more than 6%) is found among rural lower level and
agricultural labourers’ households and the lowest (less than 4%) among
the urban elite. The share of smokers’ requisites in national

consumption rises from 4.5% to 5.3%.

The falling expenditure share of durable consumer goods in this
period is largely due to a below-average price rise of these items. The
proportion spent on transport declines among the agricultural households
but increases rapidly in urban areas: in 1980, the former subgroups use
less than 2% of their budget for this purpose and the latter more than
10%. Regarding housing, the 1980 expenditure shares are twice as high in
all urban subgroups (10%) as in all rural subgroups (5%). Overall, the
proportion set apart for medical needs rises very fast. Interestingly,
the share of education expenditures declines a bit in most categories,
but among rural and urban higher level households it becomes much
higher. This may be related to an increasing tendency among the elites

to send their children to private schools.

The bottom part of Table A.21 shows an interesting consequence of
these shifts in expenditure patterns. Among the small and medium
farmers, the consumption of imported products grows faster than that of
domestically produced commodities, while the reverse applies to the
other subgroups. Particularly among the urban elite, the consumption of
Indonesian goods and services increases much more. In volume terms, a
similar pattern was found; see Table A.III1.8. Overall, only 6% of 1980
household consumption is imported. This proportion ranges from 5.0% for

large farmers to 6.8% for rural higher level households.
Tables 48-50 provide another specific feature of the Indonesian

SESAMEs: a partial linkage between the above monetary data and the real

change in nutritional status by household subgroup.'® The 1975 calorie

19. Refer also to Sutomo [1988].
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figures are based on detailed quantity data in the Household Expenditure
Surveys, which have been adjusted to achieve consistency with the above
consumption values [Downey, 1984: Chapter 7). This procedure implies
that the price of each item may vary across subgroups. The
classification of food items in these tables is slightly more detailed
than in the previous ones. A connection with the SAM proper is made

through the row codes.

The alimentation of the Indonesian population at large improves
considerably between 1975 and 1980; from 2006 to 2474 calories per
capita per day. This means that it passed the absolute poverty line
(2130); see also foot note 11 above. The growth rate does not vary much
by subgroup, with a downward exception for farmers, who topped the list
in 1975. Indeed, the subgroup pattern of calorie intake significantly
deviates from that of the other welfare attributes considered in this
study; refer also to Downey [1988]. The large farmers are the biggest
eaters, while the small farmers rank above the urban lower level and
economically inactive households. This sequence is quite different from

that for food expenditure.

This finding raises the question how many calories one gets for a
Rupiah. As expected, this varies enormously by food item. In 1980 it
ranges from 26 cal/Rp. for corn, 21 for tubers, 17 for coconuts & sugar
& soft drinks and 14 for rice to less than 2 cal/Rp. for vegetables &
fruits, fish, coffee & tea & spices and meat & eggs. The separately
estimated consumption volumes and values by subgroup reveal that the
urban subgroups typically eat more expensive varieties of the same
product. For instance, for fish the calorie/Rupiah ratio ranges from 1.6
with the agricultural labourers to 1.0 with the urban elite. For tubers,
the subgroup extremes are 23.5 cal/Rp. and 9.0 cal/Rp., and for rice
these are 14.9 cal/Rp. and 13.4 cal/Rp. This reflects differences in
quality, in the distance to the producers and in the mode of acquisition

(own-produced, bought, wages in kind, and so on).

Yet, the most important factor in the average calorie/Rupiah ratio by
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subgroup is the diet composition. Surprisingly, the proportion of total
calorie intake derived from rice is the highest in the three urban
subgroups: roughly 55% in 1980. Among the farmers this figure is below
50%. This discrepancy is more than compensated by the calories obtained
from corn, tubers and, to a less extent, sugar & coconuts. As a
consequence, the proportions obtained from almost all other food items

are also the highest in urban areas.

All in all, the poorest subgroup obtains almost twice as many
calories from a Rupiah as the richest (10.1 versus 5.8 in 1980). As a
consequence, calorie intake is much less unequally distributed than
consumption expenditure. Because of the inflation, the average calorie/
Rupiah ratio in 1980 is half the 1975 quotient: 8.9 versus 17.9. The

decline in this ratio is the slowest among the rural and urban elites.

The ranking of items according to calorie intake growth is not the
same as that according to consumption value growth; for instance,
expenditure on meat and eggs increases much more than that on fish,
while the reverse applies to the calorie intake from these items.
Naturally, this is related to a diverging price trend; see Keuning
[1994b]. For the rest, processed food shows the largest increase and
tubers, such as cassava, the smallest, both in value and in terms of

calorie intake.



4. Analysis and Conclusions

Just like conventional national accounts, SESAME provides both core
macro-indicators and an underlying information system. In this way, it
simultaneously serves two categories of users: first, the general
public, the media and the policy-makers, who want to know the main
trends at a glance, and secondly, the investors, scientists and policy-
advisers, who want to disentangle causes and consequences, make
forecasts and do policy simulations. In turn, the second group must also
convey their message in a summary form. Hence, it is important to note
that SESAME-accounts and SESAME-based models yield values of identically

defined core macro-indicators.

SESAME serves to meet the criticism that conventional national
accounts, despite their wealth of information, take a too limited view
at social, environmental and economic development. For that reason,
SESAME details the monetary accounts, particularly those for labour
income, and, more importantly, couples non-monetary information. In
doing this, an integral system approach is maintained. This means that
inter-relationships between monetary and non-monetary data are
incorporated at a meso-level, including an additional plausibility check
on the results. It also means that non-monetary macro-indicators are
based on meso-data that are consistent with the rest of the system. To
put it simply, SESAME is meant as a synthesis of national accounts and
the social indicators approach, including UNDP's Human Development

Index.

Keuning [1994a] has already spelled out the potential advantages of a
SESAME and has juxtaposed it with alternative solutions to the same
problem. This paper dealt with the selection of summary indicators and
with an application to the case of Indonesia. Although section 2.1
provides some arguments that can assist in the selection of summary
indicators, it is our conviction that the final list essentially
represents a political choice. In that respect, Table 1 mainly serves an

illustrative purpose. At the same time, this table has demonstrated the
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feasibility of capturing much of the essence of social and economic
development in less than twenty figures. More importantly, all
indicators are connected through the underlying accounting system. This

enables a further analysis of the factors behind the main trends.

For instance, Tables 51 and 52 decompose real income changes by
household subgroup into a number of components. The former table deals

with real labour income growth, according to the following formula:

u : : L U/ W
2 (H) + (A—h) + (Eh—) + (lwi) + (32) h=1,..,10, (1)

no Hy Ay h h

~~
N
|

where U = total (imputed) labour income,
J = (subgroup-specific) consumer price index (CPI),
H = number of households,
A = potential labour force,
L = employment,
W = average wage rate (labour input compensation deflator),

the subscript h indicates the household subgroup concerned, and the dot

points to the logarithmic rate of change of the term in parentheses.

Because of the logarithms, column (6) of Table 51 is exactly equal
to the sum of columns (1) through (5). The content of the first three
columns should be clear from equation (1). Column (4) shows the effect
on household income from the shift of its labour force participants to
better (or worse) paying jobs; for, the denominator of the fourth term
in equation (1) gives the change in labour income per full-time worker
equivalent if all labour force participants in 1975 had kept the same
job and newcomers had been employed in the usual jobs for the subgroup
concerned. Column (5) shows the effect of changes in the terms-of-trade
of labour supply versus commodity demand by household subgroups. For a
correct comparison, the effect of moving to another job has now been
excluded. Subgroup variations in column (5) are thus dué to differences
in wage rate developments by occupation and by industry and to

differences in the subgroup-specific CPI.



“SUWN|O0 N0} snojaeld eyl Jo wins eyy o} jenbe AlyBnoi s) (21) uwnjoo ‘Auejiws ‘Ajoexe Aldde sAemje jou seop (£) UWN|oo U} BjNWIO} 8yL («

%00 %00 %0'0 %0'0 %00 %9'9 %S0l  %SS  %L9 800 ve'0 850 SA10HASNOH TV
%0'L %80 %10 %P0 %LO %9'L %L'6  %EY %6'L 120 L1'0 950 |eAe JeybiH uedin
%Y %LT %Ll %0V %00k- %02 %G'2 %Ll %90l v2'0 ¥2'0 200 Ajoeu| Ajjeojuiouod3 ueqin
%0 %8’} %S %Ll %e) %6'9 %18 %L'ZT  %8'8 £0'0- SE0 890 |eAe] JemoT ueqIN
%9y %90~ %0 %8'2 %ST %Lk %P6 %8EL %0kl 2o €10 SL°0 Jeae JeybiH |einy
%E'S  %¥e %€} %1€ %S'6- %€+ %9y~ %8Vl %96 ¥9'0 2€0 $0'0 Apoeu| Ajjeojwiouoo] jeiny
%L'0 %80 %60- %20~ %40 %L'9 %00 %6V %0'L 000 CAA) L0 |eAe] Jemo jeinYy
%S’ b %6'L %9'l- %b0- %@} %}'S %y'8 %S %9E £0°0- 020 £€°0 siewie4 ebie
%L0- %L'2 %52 %90 %G1 %6'S %G6l- %EL %LV 000 250 80 slew.ed Wwnjpsy
%8'L- %Th- %) %9'| %EE %8V %'V %L'0L %L1 100 8€'0 19°0 sieuse |lews
%20 %€  %El %0'2 %21 %S9 %292 %Pl %LV 100 220 L0 seefojdw3 jesnynojiby
V(M) (o1) (6) gxg+oxg+pxl  (9) () () (e) (2 (1) lojoesqng pjoyesnoH

ewodu| pPled-peA|ed ewodu| Amv ? pled--oey eowodu) Pled-‘A|led ewodu|

e|qesods|q -ey slejsuel] |ejdeo ewoou| ‘jsueil’g |ejded -ey ‘jsuei) |eydeo

[eey pe} 10ey3
-snfpyieN syblem Auedoid

'3 OWOooU|

peonpoid ewoou| ‘qesods|q ‘gewodsu) ‘onpoid ewoouj g ewoou| peonpoid ewoodu|
-uoujeN Jnoqe |eey pe} ‘wedoiduoujeN inoqeq  Auedoid -uoujeN JnoqeT

sn[py 1eN

o181 YmoIB ebeIeAR [BUOJIRU WOJ) UOBIAGD  JO YIMOID S3LVH HLMOHD SLIHOIIM 08.-5Z, JOVHIAV  senby pjoyesnoy Jed

=3y-a-

0861-GZ6 'e|seuopu uj Jojoesqng pjoyesnop Aq pjoyesnoy Jed IWOONI 318¥SOdSIA TVaH a31SNrav L3N uj sebueyd jo uopsoduiooeq v :2g elqel

%00 %00 %0'0 %00 %00 %0'0 %8'8 %6'C %L} %€’} %80 %12 SATOH3ISNOH 1V
%6'E  %0'0- %C0 %L’} %L°0" %L'C %LCh %6'C %6} %0'€ %10 %LV |eae] JeybiH ueqin
%E'6-  %b'}- %9'L- %0 %t - %08 %S0 %St %6'G %L'2" %S'€- %10} ApoRu| Ajjedjwouoo3] ueqin
%Sy %60 %8’ }- %8°2 %10 %¥'2 %E'EL  %B'E %LO- %Ly %60 %'y |eAeT] JemoT ueqin
%E'E %Yl %E'Y %10 %9’ }- %0’ - %2k %EY %09 %P} %L'0- %L} 1eAe7 JeybiH jeiny
%9'€l- %2C'C- %€ L- %Ly %8'2" %82 %8V %L0  %9'G %8'2- %6’ |- %8’ ¥ Aoeuy| Ajjedjwouod] jeiny
%St %L0 %0°'e- %€'C %8'0- %2’} %C0l %9'€ %P0 %9'€ %10 %€'€ |eAe7] Jemor] jeiny
%G8~  %0'}- %8 }- %0°¢- %L’} %' S %€'0 %6 %10 %L°0- %S'C %€'€- siewie ebie]
%S0 %l'}- %6° 1~ %S’ 1- %6° 1 %8°L- %Ll %8t  %EO0- %<'0" %l'2 %8°G- slewle4 wnjpey
%9'2- %E'e- %€ %6°}- %80 %0°'€ %19 %90  %9°0- %9°0- %L’} %0'S siewsed |jsws
%8'€-  %l0- %90~ %9S'0- %1°0- %8’ L- %6'P %CC %i'L %8°0 %0 %20 seeAojdwi3 |einynolby
ewoou| epeJ 108y eles uoji  joyesnoy spjoy gi=(9) (9 () (e) (€] [y lojoesqng pjoyesnoH

inoqe]  -jo- Bujpeibdn -edjopyed  sed -eSNOH JO ewoou| epel} Joeye ejel Uoj} joyesnoy spjoy

jeey  -suuwel  Jnoqgen 010} InOQE| |BjlUSJO4 JequinN  Jnoqe]  -jo- Bujpesbdn -edjojyed  1ed -e8NoH jo

ejel ymolb ebeleae [euofjeu wWoJj uopeiaeq Jeey -swie] Jnodqev  0I0j InOQe| [BlUSIOd Jequinl  ebBueyo jo sejey

0861-G/61 ‘e|seuopu] u] Jojoesqns pjoyesnoH Aq IWOONI HNOAY TV3H Ul sebueyd Jo uofijsodwodeq v :1g ejqel



- 35 -

The five determinants in this table can be grouped into two
categories: a) demographic factors, that is, the first two columns, and
b) economic factors, that is, the next three columns. Only the last
factor is a relative price effect, while the first four are volume
effects, assuming that moving to another job reflects a different
quality of the labour input. The sum of the first four components equals

the labour input volume growth, or the weighted employment growth.

At the national level, real labour income increases at an annual rate
of 8.8%. The economic factors clearly dominate: they account for 5.9%-
points and the demographic factors for 2.9%-points. Again, the paramount
influence of the terms-of-trade improvement appears, by itself
contributing 2.9 percentage points. On top of this, a large part of the
volume effect has also been induced by the terms-of-trade gain, as its
domestic spending by oil corporations and the government boosted
employment. All in all, the oil price hike has substantially contributed
to real labour income growth. In Keuning [1994b], it has been estimated
that about 35% of the direct terms-of-trade gain has accrued to labour,
and 65% to (non-produced) capital. From a purely national welfare point
of view, there is nothing like a terms-of-trade gain or productivity
improvement. For, all other changes require an increased input of
resources. Productivity growth is sluggish in this period, so that the

real gain comes from the terms-of-trade effect.

The annual growth rate of real labour income varies enormously by
subgroup: from -4.8% for the rural economically inactive to +13.3% for
the urban lower level households. All factors distinguished in Table
51 play a role in this divergence; see the last six columns of this
table. For instance, the below-average pay rise in the agricultural
subgroups is largely caused by a decline in the number of households,
except for the small farmers. In that category, a relatively meager wage
rate growth and a push to lower paying jobs are the dominant factors.
The latter effect can be related to the large number of new entrants on
the labour market from this subgroup; among the small farmers the

potential labour force growth is more than twice the national average.
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The same applies to the urban economically inactive subgroup. Anyway, in
both economically inactive subgroups labour income is only a minor

source of living; see column (1) of Table 52.

The real labour income growth in the two lower level non-agricultural
subgroups is connected to a large increase in the number of hours
worked, leading to a very high labour force participation rate in 1980
(cf. section 3.1 above). Besides, the terms-of-trade change of their
labour is relatively favourable. With the urban elite, the volume effect
(more households, more hours worked per adult) dominates. Finally, in
the rural higher level subgroup, a remarkable shift to higher paying
jobs plays an important role. The bottom part of Tables A.13-15 shows
that in this subgroup the share of generated income earned by clerical,
sales and services own-account workers declines from 15% to 7%, while
the share earned by professional, technical and managerial employees

increases from 41% to 48%.

Finally, Table 52 combines this labour income with the two other

components of changes in real tertiary income per household: 1) net non-

produced capital income and 2) the balance of property income and
transfers received minus paid, including social transfers in kind from
the government. In the average Indonesian household, labour income
accounts for 58%, capital income for 34% and the balance of property
income and transfers received minus paid for 8%. The last category grows
very fast, though, at a yearly rate of +10.5% per household, in real
terms! Both other sources are also thriving: real labour income +6.7%
(equal to column (6) minus column (1) in the previous table) and real

capital income directly accruing to households +5.5%.2°

The spread of growth rates by subgroup is smaller for total tertiary
income than for just labour income. The inter-subsectoral variation in
growth rates of both other income components thus exerts a countervailing

influence. Nevertheless, the growth rates of real tertiary income per

20. Real labour and non-produced capital income growth are here defined including productivity and

terms-of-trade gains; refer also to Keuning [1994b].
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household are still far from equal and the ranking of subgroups is about
the same for total tertiary income growth as for labour income growth;
the most significant difference is that qua total income growth the

rural and urban elites top the list.

In the last five columns of this table, the deviation of each
subgroup’s income growth from the national average is ascribed to a
deviating growth rate of every component and to the effect of a
different weights structure. These four factors are shown in the terms

in square brackets below:

[(Us )(@, -0 )] + [(Ns Y(F -N )] + [(TS )(T,-T )] +

+ [(0,) (TS, -US ) + (N)(§S_-N5 ) + (T)(T5,-Ts )] = (B,-D 1, h=1,..,10 (2)
with U = total (imputed) labour income,

N = net non-produced capital income,

T = balance of property income and transfers received minus paid,

D = net adjusted disposable income,

US = share of labour income in disposable income,

NS = share of capital income in disposable income, and

TS = share of the balance of property income and transfers

received minus paid in disposable income (US + NS + TS = 1),

whereby a tilde plus a dot above a variable point to the real rate of
change per household (e.g. ﬁh = (Uh)Hth)), a dash above a variable
points to the average 1975 and 1980 value and a dot below a variable

refers to the national total.

In the agricultural labourers’ subgroup, both capital income and the
property income plus transfers balance rise quite fast, yet their real
tertiary income growth is slightly below average. This is due to a
below-average labour income growth (see column 8) and particularly to
their very low weights of the two other categories (see columns 2, 3 and

11). The same factors play a role in determining real income growth of
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the small farmers, albeit that the below-average labour income growth
(as decomposed in the previous table) is the most important factor for
them. A fortiori, this applies to the economically inactive. However,
labour income accounts for only a small share of total receipts in these
subgroups, and indeed the 'weights effect’ partly compensates for their
labour income growth lagging behind. Besides, they rank first qua
capital income growth. The above-average income growth of the rural
elites is mainly caused by their non-produced capital income growth,
particularly that from agricultural activities (cf. Tables A.13-15).
Finally, the urban elites fared very well thanks to the weights effect
(high income share in fastest growing third category) and a relatively
favourable labour income growth (mainly more employment as reflected in
an above-average rise of the labour force participation rate; cf. Table

51).

As usual, an analysis like this raises new questions. A great deal of
these questions can be answered with the SESAMEs. For example, following
up the high labour income growth among the urban elites, their
employment is growing so fast largely because they are the main
suppliers of urban professionals, technicians, managers and supervisors,
for which the demand increases quickly; cf. Tables A.III.6, A.13-15 and
23. The increasing job opportunities for urban high-skilled labour are
principally induced by the expansion of government services; see Tables
21-23. In turn, that expansion is possible thanks to the swelling oil
corporations tax receipts, which brings us back to the main economic
event of this era in Indonesia: the oil boom. This boom created
circumstances which were particularly favourable to the urban elite,
that is, first a dramatic rise of profits, of which a large share
accrues to this subgroup, and secondly, a big sweep in the demand for
high-skilled urban labour, mainly supplied by this subgroup. In this
way, a comparison of two successive SESAMEs reveals the interdependence

between the pattern of economic growth and distributional changes.
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Statistics Netherlands
National Accounts Occasional Papers

NA/01

NA/02

NA/03

NA/04

NA/05

NA/06

NA/07

NA/08

Flexibility in the system of National Accounts, Van Eck, R., C.N.
Gorter and H.K. van Tuinen (1983).

This paper sets out some of the main ideas of what gradually developed
into the Dutch view on the fourth revision of the SNA. In particular it
focuses on the validity and even desirability of the inclusion of a
number of carefully chosen alternative definitions in the "Blue Book",
and the organization of a flexible system starting from a core that is
easier to understand than the 1968 SNA.

The unobserved economy and the National Accounts in the Netherlands, a
sensitivity analysis, Broesterhuizen, G.A.A.M. (1983).

This paper studies the influence of fraud on macro-economic statistics,
especially GDP. The term "fraud" is used as meaning unreporting or un-
derreporting income (e.g. to the tax authorities). The conclusion of
the analysis of growth i§ures is that a bias in the growth of GDP of
more than 0.5% is very unlikely.

Secondary activities and the National Accounts: Aspects of the Dutch

ge;suiem??gsg§actice and its effects on the unofficial economy, Van
ck, R. .

In the process of estimating national product and other variables in
the National Accounts a number of methods is used to obtain initial
estimates for each economic activity. These methods are described and
for each method various possibilities for distortion are considered.

Comparability of ingut-output tables in time, Al, P.G. and G.A.A.M.
Broesterhuizen (1985).

It is argued that the comparability in time of statistics, and input-
output tables in Earticular, can be filled in in various ways. The way
in which it is filled depends on the structure and object of the sta-
tistics concerned. In this respect it is important to differentiate be-
tween coordinated input-output tables, in which groups of units (indus-
tries) are divided into rows and columns, and analytical input-output -
tables, in which the rows and columns refer to homogeneous activities.

The use of chain indices for deflating the National Accounts, Al,

P.G., B.M. Balk, S. de Boer and G.P. den Bakker (1985).

This paper is devoted to the problem of deflating National Accounts and
input-output tables. This problem is approached from the theoretical as
well as from the practical side. Although the theoretical argument
favors the use of chained Vartia-I indices, the current practice of
compilating National Accounts restricts to using chained Paasche and
Laspeyres indices. Various possible objections to the use of chained
indices are discussed and rejected.

Revision of the system of National Accounts: the case for flexibility,
Van Bochove, C.A. and H.K. van Tuinen (1985).

It is argued that the structure of the SNA should be made more flexi-
ble. This can be achieved by means of a sKstem of a general purpose
core supplemented with special modules. This core is a fully fledged,
detailed system of National Accounts with a greater institutional
content than the present SNA and a more elaborate description of the
economy at the meso-level. The modules are more analytic and reflect
special purposes and specific theoretical views.

Integration of input-output tables and sector accounts; a possible
solution, Van den Bos, C. (1985).

The establishment-enterprise problem is tackled by taking the institu-
tional sectors to which the establishments belong into account during
the construction of input-output tables. The extra burden on the con-
struction of input-output tables resulting from this approach is exa-
mined for the Dutch situation. An adapted sectoring of institutional
units is proposed for the construction of input-output tables.

A nmote on Dutch National Accounting data 1900-1984, Van Bochove, C.A.

(1985).

Thiec nate nrawvidac a hrisaf curvayr af Dutah natianal 1mtine Aata far

P I T T

1900-1984, concentrating on national income. It indicates where these

data can be found and what the major discontinuities are. The note

concludes that estimates of the level of national income may contain
inaccuracies; that its growth rate is measured accurately for the

Yeriod since 1948; and that the real income growth rate series for
900-1984 may contain a systematic bias.
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The structure of the next SNA: review of the basic options, Van
Bochove, C.A. and A.M. Bloem (1985).

There are two basic issues with respect to the structure of the next
version of the UN System of National Accounts. The first is its 'size’:
reviewing this issue, it can be concluded that the next SNA should con-
tain an integrated meso-economic statistical system. It is essential
that the next SNA contains an institutional system without the imputa-
tions and attributions that pollute the present SNA. This can be
achieved by distinguishing, in the central system of the next SNA, a
core (the institutional system), a standard module for non-market
production and a standard module describing attributed income and
consumption of the household sector.

Dual sectoring in National Accounts, Al, P.G. (1985).

Following a conceptual explanation of dual sectoring, an outline is

%iven of a statistical system with complete dual sectoring in which the
inkages are also defined and worked out. It is shown that the SNA 1968
is incomplete and obscure with respect to the links between the two

sub-processes.

Backward and forward linkages with an application to the Dutch agro-
industrial complex, Harthoorn, R. (1985?.

Some industries induce production in other industries. An_elegant
method is developed for calculating forward and backward linkages avoi-
ding double counting. For 1981 these methods have been applied to
determine the influence of Dutch agriculture in the Dutch economy in
terms of value added and labour force.

Production chains, Harthoorn, R. (1986).

This paper introduces the notion of production chains as a measure of
the hierarchy of industries in the production process. Production
chains are sequences of transformation of products by successive_ indus-
tries. It is possible to calculate forward transformations as well as
backward ones.

The simultaneous compilation of current Erice and deflated input-
output tables, De Boer, S. and G.A.A.M. roesterhuizen (1986).

A few years ago the method of compiling ingﬁt-output tables underwent
in the  Netherlands an essential revision. e most significant impro-
vement is that during the entire statistical process, from the proces-
sing and analysis of the basic data up to and including the phase of
balancing the  tables, data in current prices and deflated data are
obtained simultaneously and in consistency with each other.

A Kroposal for the sgnoptic structure of the next SNA, Al, P.G. and
C.A. van Bochove (1986).

Features of the hidden economy in the Netherlands, Van Eck, R. and
B. Kazemier (1986).

This paﬁer presents survey results on the size and structure of the
hidden labour market in the Netherlands.

Uncovering hidden income distributions: the Dutch approach, Van
Bochove, C.A. (1987).

Main national accounting series 1900-1986, Van Bochove, C.A. and T.A.
Huitker (1987).

The main national accountin§ series for the Netherlands, 1900-1986, are
provided, along with a brief explanation.

The Dutch economy, 1921-1939 and 1969-1985. A comparison based on
revised macro-economic data for the interwar period, Den Bakker, G.P.,
T.A. Huitker and C.A. van Bochove (1987).
A set of macro-economic time series for the Netherlands 1921-1939 is
gresented. The new series differ considerably from the data that had
een published before. They are also more comprehensive, more detailed,
and conceptually consistent with the modern National Accounts. The
macro-economic developments that are shown by the new series are dis-
cussed. It turns out that the traditional economic-historical view of
the Dutch economy has to be reversed.

Constant wealth national income: accounting for war damage with an ap-
glicat%ggg;g the Netherlands, 1940-1945, Van Bochove, C.A. and W. van
orge .
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The micro-meso-macro linkage for business in an SNA-compatible system
of economic statistics, Van Bochove, C.A. (1987).

Micro-macro link for govermment, Bloem, A.M. (1987).

This gaper describes the way the link between the statistics on govern-
ment finance and national accounts is provided for in the Dutch govern-
ment finance statistics.

Some extensions of the static open Leontief model, Harthoorn, R.(1987).
The results of input-output analysis are invariant for a transformation
of the gystem of units. Such transformation can be used to derive the
Leontief price model, for forecasting input-output tables and for the
calculation of cumulative factor costs. Finally the series expansion of
the Leontief inverse is used to describe how certain economic processes
are spread out over time.

Compilation of household sector accounts in the Netherlands National
Accounts, Van der Laan, P. (1987).

This paper provides a concise description of the wa{ in which house-
hold sector accounts are compiled within the Netherlands National
Accounts. Special attention 1s paid to differences with the recommen-
dations in the United Nations System of National Accounts (SNA).

On the adjustment of tables with Lagrange multipliers, Harthoorn, R.
and J. van Dalen (1987).

An efficient variant of the Lagrange method is given, which uses no
more computer time and central memory then the widely used RAS method.
Also some special cases are discussed: the adjustment of row sums and
column sums, additional restraints, mutual connections between tables
and three dimensional tables.

The methodology of the Dutch system of quarterly accounts, Janssen,
R.J.A. and S.B. Algera (1988).

In this paper a description 1s given of the Dutch system of quarterly
national accounts. The backbone of the method is the compilation of a
quarterly input-output table by integrating short-term economic sta-
tistics.

%ngg?tions and re-routeings in the National Accounts, Gorter, Cor N.

Starting out from a definition of ‘actual’ transactions an inventory of
all imputations and re-routeings in the SNA is made. It is discussed
which of those should be retained in the core of a flexible system of
National Accounts. Concegtual and practical questions of presentation
are brought up. Numerical examples are given.

Registration of trade in services and market valuation of imports and
exports in the National Accounts, Bos, Frits (1988).

The registration of external trade transactions in the main tables of
the National Accounts should be based on invoice wvalue; this is not
only conceptually very attractive, but also suitable for data collec-
tion purposes.

The institutional sector classification, Van den Bos, C. (1988).
A background paper on the conceptual side of the §rouping of financing
units. A limited number of criteria are formulated.

The concept of (transactor-)units in the National Accounts and in the
basic system of economic statistics, Bloem, Adriaan M. (1989).

Units in legal-administrative reality are often not suitable as statis-
tical units in describing economic processes. Some transformation of
legal -administrative units into economic statistical units is needed.
This paper examines this transformation and furnishes definitions of
economic statistical units. Proper definitions are especially important
because of the forthcoming revision of the SNA.

Regional income concepts, Bloem, Adriaan M. and Bas De Vet (1989).

In this_paper, the conceptual and statistical problems involved in the

regionalization of national accounting variables are discussed. Exam-
les are the regionalization of Gross Domestic Product, Gross National
ncome, Disposable National Income and Total Income of the Population.
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The use of tendency surve¥s in extrapolating National Accounts, Oudde-
ken, Frank and Gerrit Zijlmans (1989?.

This paper discusses the feasibility of the use of tendency survey data
in the compilation of very timely Quarterly Accounts. Some prelimlnary
estimates of relations between tendency survey data and regular Quar-
terly Accounts-indicators are also presented.

An economic core system and the socio-economic accounts module for the
Netherlands, Gorter, Cor N. and Paul van der Laan (1989).

A discussion of the core and various tgpes of modules in an overall
system of economy related statistics. Special attention is paid to the
Dutchdiogio-economic Accounts. Tables and figures for the Netherlands
are added.

A systems view on concepts of income in the National Accounts, Bos,
Frits (1989).
In this paper, concepts of income are explicitly linked to the purposes
of use and to actual circumstances. Main choices in defining income are
resented in a ﬁeneral system. The National Accounts is a multi-purpose
ramework. It should therefore contain several concepts of income, e.g.
differing with respect to the production boundary. Furthermore, con-
cepts of national income do not necessarily constitute an aggregation
of income at a micro-level.

?ggggg treat borrowing and leasing in the next SNA, Keuning, Steven J.
The use of services related to borrowing money, leasing capital goods,
and renting land should not be considered as lntermediate inputs into

sgecific gro@uction processes. It is argued that the way of recordin%

the use of financial services in the present SNA should remain largely
intact.

A summary description of sources_and methods used in compiling the
final estimates of Dutch National Income 1986, Gorter, Cor N. and
others (1990).

Translation of the inventory report submitted to the GNP Management
Committee of the European Communities.

The registration of processing in sugplg and use tables and input-
output tables, Bloem, Adriaan M., Sake De Boer and Pieter Wind (1993).
The re§istration of processing is discussed primarily with regard to
its effects on input—output-tyge tables and input-output quotes. Links
between National Accounts and basic statistics, user demands and inter-
national guidelines are examined. Net recording is in general to be
preferred. An exception has to be made when processinﬁ amounts to a
complete production process, e.g. oil refineries in the Netherlands.

A proposal for a SAM which fits into the next System of National
Accounts, Keuning, Steven J. (1990).

This paper shows that all flow accounts which may become part of the
next System of National Accounts can be embedded easilg in a Social
Accounting Matrix (SAM). In fact, for many purposes a SAM format may be
preferred to the traditional T-accounts for the institutional sectors,
since it allows for more flexibility in selecting relevant classifica-
tions and valuation principles.

Net versus gross National Income, Bos, Frits (1990).

In practice, gross figures of Domestic Product, National Product and
National Income are most often preferred to net figures. In this paper,
this practice is challenged. Conceptual issues and the reliability of
capital consumption estimates are discussed.

Concealed interest income of households in the Netherlands; 1977, 1979
and 1981, Kazemier, Brugt (1990).
The major problem in estimating the size of hidden income is that total
income’, reported plus unreported, is unknown. However, this is not the
case with total interest income of households in the Netherlands. This
makes it possible to estimate at least the order of magnitude of this
art of hidden income. In this paper it will be shown that in 1977,
5979 and 1981 almost 50% of total interest received by households was

concealed.
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Who came off worst: Structural change of Dutch value added and employ--
?ngo?uring the interwar period, Den Bakker, Gert P. and Jan de Gijt
In this paper new data for the interwar period are presented. The dis-
tribution of value added over industries and a break-down of value
added into components is §iven. Employment by industry is estimated as
well. Moreover, structural changes during the interwar years and in the
more recent past are juxtaposed.

The supply of hidden labour in the Netherlands: a model, Kazemier,
Brugt and Rob van Eck (1990).

This paper presents a model of the supply of hidden labour in the
Netherlands. Model simulations show that the supply of hidden labour is
not very sensitive to cyclical fluctuations. A tax exempt of 1500 guil-
ders for second jobs and a higher probability of detection, however,
may substantially decrease the magnitude of the hidden labour market.

Benefits from productivity growth and the distribution of income,
Keuning, Steven J. (1990).

This paper contains a discussion on the measurement of multifactor pro-
ductivity and sketches a framework for analyzing the relation between
productivity changes and changes in the average factor remuneration
rate by industry. Subsequentlg, the effects on the average wage rate by
labourdcategory and the household primary income distribution are
studied.

Valuation principles in su?ply and use tables and in the sectoral
accounts, Keuning, Steven J. (1991).

In many instances, the valuation of transactions in goods and services
in the national accounts poses a problem. The main reason is that the
price paid %K the purchaser deviates from the price received by the
producers. e paper discusses these problems and demonstrates that
different valuations should be used in the supply and use tables and
in the sectoral accounts.

The choice of index number formulae and weights in the National
Accounts. A sensitivity analysis based on macro-economic data for the
interwar period, Bakker, Gert P. den (1991).
The sensitivity of growth estimates to variations in index number
formulae and weighting procedures is discussed. The calculations
concern the macro-economic variables for the interwar period in the
Netherlands. It appears, that the use of different formulae and
weights yields large differences in growth rates. Comparisons of Gross
Domestic Product growth rates among countries are presently obscured
by the use of different deflation methods. There exists an urgent need
or standardization of deflation methods at the international level.

Volume measurement of govermment output in the Netherlands; some
alternatives, Kazemier, Brugt (1991).

This paper discusses three alternative methods for the measurement of
the production volume of government. All methods yield almost similar
results: the average annual increase in the last two decades of
government labour productivity is about 0.7 percent per full-time
worker equivalent. The implementation of either one of these methods
would have led to circa 0.1 percentage points higher estimates of
economic growth in the Netherlands.

An envirommental module and the complete system of national accounts,
%igél§bram J. De, Peter R. Bosch, Cor N. Gorter and Steven J. Keuning
A linkage between environmental data and the National Accounts is often
limited to the production accounts. This paper argues that the conse-
quences of economic actions on ecosystems and vice versa should be
considered in terms of the complete System of National Accounts (SNA).
One should begin with relating volume flows of environmental matter to
the standard economic accounts. For this purpose, a so-called National
Accounting Matrix including Environmental Accounts (NAMEA) is proposed.
This is i%lustrated with an example.
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Deregulation and economic statistics: Europe 1992, Bos, Frits (1992).
The consequences of dereéulation for economic statistics are discussed
with a view to Europe 1992. In particular, the effects of the introduc-
tion of the Intrastat-system for statistics on international trade_ are
investigated. It is argued that if the Statistical Offices of the EC-
countries do not respond adequately, Euroge 1992 will lead to a dete-
rioration of economic statistics: they will become less reliable, less

cost effective and less balanced.

The history of national accounting, Bos, Frits (1992).

At present, the national accounts in most countries are compiled on the
basis of concepts and classifications recommended in the 1968-United
Nations guidelines. In this paper, we trace the historical roots of
these §u1de1ines (e.g. the work by King, Pettz, Kuznets, Keynes, Leon-
tief, Frisch, Tinbergen and Stone), compare the subsequent guidelines
ang giﬁcuss also alteérnative accounting systems like extended accounts
an S. .

Quality assessment of macroeconomic figures: The Dutch Quarterly Flash,
Reininga, Ted, Gerrit Zijlmans and Ron Janssen (1992).

Since 1989-1V, the Dutch Central Bureau of Statistics has made prelimi-
nary estimates of quarterly macroeconomic figures at about 8 weeks
after the end of the reference quarter. Since 1991-II, a preliminary or
"Flash" estimate of GDP has been published. The decision to_do so was
based on a stud¥ comparing the Flash estimates and the regular Quar-
terly Accounts figures, which have a 17-week delay. This paper reports
on a similar study with figures through 1991-III.

Qualit{ rovement of the Dutch Quarterly Flash: A Time Series
??S%§§ s of some Service Industries, Reinlnga, Ted and Gerrit Zijlmans
The Dutch Quarterly Flash (QF) is, just like the regular Quarterly
Accounts (QA), a fully integrated statistic based on a quarterly
updated input-output table. Not all short term statistics used to
update the QA’s IO-table are timel¥ enough to be of use for the QF, so
other sources have to be found or forecasts have to be made. In large
parts of the service industry the latter is the only possibility. This
paper reports on the use of econometric techniques (viz. series decom-
position and ARIMA modelling) to improve the quality of the forecasts
in five parts of the service industry.

A Research and Development Module supplementing the National Accounts,
Bos, Frits, Hugo Hollanders and Steven Keuning (1992).

This paper presents a national accounts framework fully tailored to a
description of the role of Research and Development (R&D) in the
national economy. The framework facilitates to draw macro-economic
conclusions from all kinds of data on R&D (also micro-data and quali-
tative information). Figures presented in this way can serve as a data
base for modelling the role of R& in the national economy.

The allocation of time in the Netherlands in the context of the SNA; a
module, Kazemier, Brugt and Jeanet Exel (1992).

This paper presents a module on informal production, sup lementing the
National Accounts. Its purpose is to incorporate informal production
into the concepts of the SNA. The relation between formal and informal
production is shown in the framework of a Social Accounting Matrix
(SAM). To avoid a controversial valuation of informal production, the
module constists of two SAMs. One expressed in actual prices with
informal labour valued zero, and one which expresses the embedded
informal labour input measured in terms of hours worked.

National Accounts and the environment: the case for a system's
agproach, Keuning, Steven J. (1992).

The present set of main economic indicators should be extended with one
or a few indicators on the state of the environment. This paper lists
various reasons why a so-called Green Domestic Product is not suitable
for this purpose. Instead, a system’s approach should be followed. A
National Rccounting Matrix inc{uding Environmental Accounts (NAMEA) is
presented and the way to derive one or more separate indicators on the
environment from this information system is outlined.
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How to treat multi-regional units and the extra-territorial region

in the Regional Accounts?, De Vet, Bas (1992).

This paper discusses the regionalization of production and capital
formation by multi-regional kind-of-activity units. It also examines
the circumstances in which a unit may be said to have a local kind-of-
activity unit in the extra-territorial region and what should be

attributed to this "region".

A historical Social Accounting Matrix for the Netherlands (1938), Den
Bakker, Gert P., Jan de Gijt and Steven J. Keuninim(l992).
This paper presents a Social Accounting Matrix (SAM) for the Nether-
lands in 1938, including related, non-monetary tables on demographic
characteristics, employment, etc. The distribution of income and expen-
diture among household subgroups in the 1938 SAM is compared with con-
comittant data for 1987.

gri%%ggg?d development of the Dutch National Accounts, Den Bakker, Gert
This paRer describes the history of national accounting in the Nether-
lands. After two early estimates in the beginning of the nineteenth
century, modern national accounting started in the 1930s on behalf of
the Tinberéen model for the Dutch economy. The develogment spurred up
after World War II to provide data to the government for economic
planning purposes. In the 1980s, the development was towards a flexible
and institutional approach.

Compiling Dutch Gross National Product §GNP); summary report on the
final estimates after the revision in 1992, Bos, Frits (1992).

This summary report describes the sources and methods used for compi-
ling the final estimate of Dutch Gross National Product after the
revision of the Dutch National Accounts in 1992. Attention is focused
on the estimation procedures for 1988. A more extensive report is also

available.

The 1987 revision of the Netherlands’ National Accounts, Van den Bos,
C and P.G. Al (1994).

The 1987 revision that was completed in 1992 has improved the Dutch
National Accounts in three ways. First, new and other data sources have
been used, like Production statistics_ of service industries, the Budget
Survey and Statistics on fixed capital formation. Secondl{, the
integration process has been improved by the use of detailed make- and
use-tables instead of more aggregate input-output tables. Thirdly,
several changes in bookkeeping conventions have been introduced, like a
net instead of a gross registration of processing to order.

A National Accounting Matrix for the Netherlands, Keuning, Steven and
Jan de Gijt (1992).
Currently, the national accounts typicall{ use two formats for presen-
tation: matrices for the Input-Output tables and T-accounts for the
transactions of institutional sectors. This paper demonstrates that
Eresently available national accounts can easily be transformed into a
ational” Accounting Matrix (NAM). This may improve both the trans-
parency and analytic usefulness of the complete set of accounts.

Integrated indicators in a National Accounting Matrix including
environmental accounts (NAMEA); an apglication to the Netherlands, De
Haan, Mark, Steven Keuning and Peter Bosch (1993).

In this paper, environmental indicators are integrated into a National
Accounting Matrix including Environmental Accounts (NAMEA) and are put
on a par with the major aggregates in the national accounts, like
National Income. The environmental indicators reflect the goals of the
environmental policy of the Dutch government. Concrete figures are
presented for 1989. The NAMEA is optimally suited as a data base for
modelling the interaction between the national economy and the

environment.
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Standard national accounting concepts, economic theory and data compi-
lation issues; on constancy and e in the United Nations- s on
national accounting (1947, 1953, 1968 and 1993), Bos, Frits (1993).

In this paper, the four successive guidelines of the United Nations on
national accounting are discussed in view of economic theory (Keynesian
analysis, welfare, Hicksian income, input-output analysis, etc.) and
data compilation issues (e.g. the link with concepts 1n_ administrative
data sources). The new guidelines of the EC should complement those of
the UN and be simpler and more cost-efficient. It should define a
balanced set of operational concepts and tables that is attainable for
most EC countries within 5 years.

Revision of the 1987 Dutch agricultural accounts, Pauli, Peter and
Nico van Stokrom (1994).

During the recent revision of the Dutch national accounts, new agri-
cultural accounts have been compiled for the Netherlands. This paper
presents the ma;or methodological and practical improvements and
results for 1987, the base_year for this revision. In addition, this
paper demonstrates that a linkage can be established between the E.C.
agricultural accounting system and the agricultural part of the
standard national accounts.

- %ggenting the revised SNA in the Dutch National Accounts, Bos, Frits
This Egper discusses the implementation of the new United Nations
guidelines on national accounting (SNA) in the Netherlands. The changes
In basic concepts and classifications in the SNA will be im lemented
during the forthcoming revision. The changes in scope will be intro-
duced gradually. Important changes scheduled for the near future are
the incorporation of balance sheets, an environmental module and a
Social Accounting Matrix.

Damage and insurance compensations in the SNA, the business accounts
and the Dutch national accounts, Baris, Willem (1993).

This paper describes the recording of damages to inventories and
produced fixed assets in general, including damages as a result of legal
grodugt liability and of the liability for_damage to the environment.

n this regard, the 1993 System of National Accounts and the practice
of business accounting are compared with the Dutch national accounts.

Analyzing economic growth: a description of the basic data available
for the Netherlands and an apYIicat on, Van Leeuwen, George, Hendrie
van der Hoeven and Gerrit Zijlmans (19§A).

This paper describes the STAN project of the OECD and the Dutch

national accounts data supplied to the STAN database, which is designed
for a structural analysis of the role of technology in economic
performance. Following an OECD_analysis for other industrial countries,
the importance of international trade for a small open economy such as
the Netherlands is investigated. The STAN database is also available on
floppy disk at the costs of DFL. 25, an can be ordered by returning the
order form below (Please mention: STAN floppy disk).

Comparability of the sector General Govermment in the National
Accounts, a case study for the Netherlands and Germany, Streppel,
Irene and Dick Van Tongeren (1994).

This paper questions the international comparability of data
concerning the sector General Government in the Natlonal Accounts. Two
differences are distinguished: differences due to lack of compliance
with international guidelines and institutional differences.
Adjustments to National Accounts data are reflected in a separate
module which comparises Germany versus The Netherlands. The module
shows that total General Government resources as well as uses are
substantially higher in the Netherlands.

What would Net Domestic Product have been in an environmentall
sustainable economy?, Prelininar{ views and results, De Boer, Bart,
Mark de Haan and Monique Voogt (1994).
Sustainable use of the environment is a pattern of use that can last
forever, at least in theory. This pattern is likely to render a lower
net domestic product than the present economy. The coherence between
reductions in pressure on the environment and changes in net domestic
¥£°du0t is investigated with the help of a simple multiglier model.
is model is based on a National Accounting Matrix including
Environmental Accounts (NAMEA).



NA/68 A Social Accounting Matrix for the Netherlands, conceptual issues and
results, (forthcoming) Timmerman, Jolanda (1995).
In this paper a Social Accounting Matrix (SAM% for the Netherlands is
presented. Two Kears are covered: 1988 and 1990. The SAMs integrate
statistics on the distribution of income, and consumption expenditure
amon% various household groups in a national accounts framework.
Simultanjously, labour income and employment are disaggregated into
several labour categories.

NA/69 Analizing relative factor inputs of Dutch exports: An agplication of
the 1990 Social Accounting Matrix for the Netherlands (forthcoming),
Reininga, Ted (1994).

In this paper the validity of neoclassical trade theo for explaining
Dutch international trade patterns is studied. The ana ﬁsis is carrie
out with the use of a Social Accounting Matrix for The Netherlands.
This study corroborates the outcome of other recent analysis in this
field: classical trade theory offers a better starting-point to
understand Dutch trade patterns than neoclassical trade theory.
Moreover, these recent studies point to the increasing relevance of
insights derived from modern trade theory. The results presented here
seem to support this point of view.

NA/70 SESAME for the evaluation of economic development and social change,
Keuning, Steven J. (1994).

This paper elaborates on_the concept of a System of Economic and Social

Accounting Matrices and Extensions, or SES for short. The SESAME-
concept serves to meet the criticism that conventional national
accounts take a too limited view at social, environmental and economic
development. SESAME details the monetary accounts and coxgées non-
monetary information in an integral system approach. SES

a synthesis of national accounts and the social indicators approach.
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