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Summary

In this book Dr Moynagh provides the first compre-
hensive history of Fiji's sugar industry, which has been the
mainstay of the country's economy for the past hundred years.
He examines the circumstances in which the industry was set
up, the development of plantation agriculture before World
War I, the evolution of the unique smallfarm system of sugar
production, the conflict of interest between the mostly
Indian growers and the Australian based millers, and the
withdrawal in 1973 of the Colonial Sugar Refining Co. Ltd
which had dominated the industry since the 1880s.

Using company records not previously open to scholars,
Dr Moynagh provides insight into the formation and imple-
mentation of policy by a multinational company, CSR Ltd. He
provides a case study of private company-government relations,
he estimates the size of company profits and compares that
with the estimated capital invested by the company in Fiji,
and he assesses the company's contribution or otherwise to
Fiji's economic development. Though the approach is histor-
ical, the book presents material of interest to economists
and political scientists alike.
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Chapter 1

Introduction

For nearly a hundred years sugar has been the mainstay
of Fiji's economy. It has accounted for over — usually well
over — half the total exports each year. It has provided
direct employment for large numbers of people — about 30 per
cent of the economically active population outside subsist-
ence agriculture in 1966 to which must be added the indirect
effects on employment.l Between 1950 and 1965 on average
sugar represented one-fifth of gross domestic product each
year.? The industry has played a central part in shaping
the history of Fiji. The size of the Indian population
today, and the resultant competition between Fijians and
Indians for political and economic gains, stems largely from
the introduction before 1916 of indentured labour to work on
sugar plantations and in the mills.

Not only has sugar been of immense importance to Fiji.
Its historical development contains features of singular
interest to those outside the country. No other sugar
industry in the world has virtually all its cane grown by
such a large number of small growers — now numbering over
16,000. Nor can there be many which for almost their whole
history have been so dominated by one company, the Australian-
based CSR Ltd, formerly known as the Colonial Sugar Refining
Co. Ltd. From 1924 to 1973 it was the sole miller of sugar
in Fiji, buying cane from (mostly) Indian smallfarmers,
processing it into raw sugar and exporting it for refining
overseas. Before 1924 it organized the cultivation of cane
on estates, and of the six mills in the colony after 1902
it owned the four largest. The company has a remarkably
complete set of records dating from the 1880s when it started
in Fiji. Together with official and other sources, they
provide insight into the effects of private enterprise on
the economy of a less developed country. The question of
who benefited from the sugar industry — white capital or
brown labour — will form an important part of this study.



Another question will be the extent to which the
industry has contributed to Fiji's economic development —
defined as the growth of real per capita incomes of the mass
of the population. By world standards Fiji is not poor.
Gross domestic product per head of the population is higher
than that of nearly all the African and Asian countries.

Yet it is lower than several other members of the Third
World such as Singapore, and is far below that of the devel-
oped nations.3 Fiji is a small country, physically isolated
from the main centres of world trade. The land area totals
about 7,000 square miles, mostly steep and mountainous.
Eighty-seven per cent of the land and over 90 per cent of the
population are concentrated on the two largest islands of
Viti Levu and Vanua Levu. The population is over half a
million, of which the Indian component is the largest,
followed quite closely by the Fijians; Chinese, Europeans
and other ethnic groups comprise under 10 per cent of the
total. Population trends since 1881 are shown in Table 1.1.
The subsistence sector, which is mainly Fijian, is still an
important part of the economy, accounting for an estimated
9.4 per cent of GDP in 1975.%

Table 1.1
Component populations, 1881 to 1976

Year Fijian Indian Other Total

1881 114,748 588 12,150 127,486
1891 105,800 7,468 7,912 121,180
1901 94,397 17,105 8,622 120,124
1911 87,096 40,286 12,159 139,541
1921 84,475 60,634 12,157 157,266
1936 97,651 85,002 15,726 198,379
1946 118,070 120,414 21,154 259,638
1956 148,134 169,403 28,200 345,737
1966 202,176 240,960 33,591 476,727
1976 259,932 292,896 35,240 588,068

Sources: Census report for 1966; preliminary figures from
the 1976 census, Bureau of Statistics, Suva.



The monetary sector depends heavily on the inter-
national economy. Despite an increasing amount of import
substitution, the import bill has represented a steadily
rising proportion of GDP. From 39 per cent in 1950 it rose
to 50 per cent in the mid-1960s and to 73 per cent in 1974.°
Much of the increase is due to the import of investment
goods. Yet food imports are still important, representing
around about 25 per cent of all imports by value in 1973, and
about 45 per cent of total visible exports. This import
dependence has forced government to give priority to boosting
the earnings of foreign exchange. Apart from sugar, which
accounted for 66.9 per cent of visible exports in 1973 and
provides employment mainly for Indians, the other principal
exports are coconut products (11.7 per cent of the 1973 total)
and gold (also 11.7 per cent), both of which employ mostly
Fijians. Since the 1960s receipts from tourism have been
important, and in 1973 comprised 32.7 per cent of total
foreign earnings.6 Because these activities have been devel-
oped largely as the result of overseas investment, foreign-
controlled firms dominate important sectors of the economy,
though the sugar mills were acquired by government in 1973.

The country's dependence on overseas trade and foreign
capital has involved an historical alliance between private
capital, govermment and Fijian chiefs. When the islands
were ceded to Britain in 1874, the colonial administration
was faced with the task of maintaining political control.
Without a large armed force at its immediate disposal,
government had to rule with the consent of the chiefs. This
required compromise, including a willingness by government
to limit the spread of plantation enterprise which was seen
by the chiefs as a threat to Fijian interests. The aliena-
tion of native lands was checked, and Fijians were discouraged
from working on plantations. Yet at the same time, though
reluctantly, government had to encourage private enterprise,
not least to raise revenue to pay for administration. A
large part of the best land in the colony was made available
to planters because a government commission confirmed the
alienation of about half of what had been sold to Europeans
before Cession, while at times officials encouraged Fijians
to lease other areas. On this basis, capitalists were
persuaded to invest in the colony. Much later, when Indians
became storekeepers, set up import/export firms and so on,
Indian businessmen would join hands with overseas capital.

The result was an identity of interest between capital,
government and chiefs which was to last throughout the



subsequent history of the islands. Each party depended on
the others. Business needed chiefly support for the existing
order, thereby ensuring political stability which was a
prerequisite for trade; it also relied on government for
other forms of assistance where needed. To maintain polit-
ical order, government required the support of the chiefs and
the inflow of private capital which would lead to economic
growth and increase public revenue. The Fijians wanted
government to protect them against the expansive tendencies
of private enterprise and later the Indians; yet those who
could lease land also benefited from the receipt of rents
when commercial agriculture developed. Of course within the
alliance there were tensions, particularly between business
and the chiefs. Especially at the beginning, neither party
fully realized the extent to which their interests coincided.
There was competition, too, for factors of production,
notably land, and to some degree over the share of the re-
turns from agriculture obtained through rent. Even within
the business community there were differences. The Colonial
Sugar Refining Co. Ltd wanted to maximize its returns by
paying as low wages or as low a price for cane as it could;
but since recipients then would have had less to spend on
consumer goods, this was against the interests of merchants.
There were also disputes between the company and government
over what share of the profits from sugar each should obtain,
and over some of the methods used by the company to make
profits. Yet whatever the differences, and to contemporaries
they often loomed large, each party in the alliance depended
on the tacit support of the others. Though they might jostle
among themselves for a short-term advantage, none dared
threaten the long-term existence of the alliance itself.

Against the alliance were the economic interests of
the Fijian commoners and the bulk of the Indian population.
Among Fijians wealth was, and still is, concentrated in the
hands of the chiefs, who are entitled to a large proportion
of the income from rents — 30 per cent since World War II —
and who can extract labour services from those under their
authority. Though the commoners benefit from the distribu-
tion of the chiefs' wealth, in terms of its ownership the
interests of the two parties differ. The support of Apolosi
Nawai's short-lived Viti Company, founded during World War I
with the aim of reducing European economic influence over the
Fijians, highlighted the conflict of interest that has also
existed between the commoners and European owners of capital.7
Interests have differed, too, between the Indians — whether
as indentured labourers or smallfarmers — who have wanted



to secure a larger share of the proceeds from sugar, and
plantation and mill owners whose concern has been to resist
such demands. On to the contradictions between capital,
chiefs and government on the one side, and commoners, Indian
labourers and Indian smallfarmers on the other, have been
superimposed ethnic, religious and personal differences.
These have often bitterly divided the Indian community.
Further, Indian smallfarmers frequently tend to feel that
their interests are threatened more by Fijians, especially
over land tenure, than by private capital, while commoners
and chiefs have united to protect themselves against the
Indians. Nevertheless, the basic economic contradictions
still remain.

The principal links forged by Fiji with the inter-
national economy have been through the sugar industry. The
small size of the country's domestic market means that sugar
has had to be produced almost entirely for export. At first
it was sold mainly to New Zealand and Australia, but by 1914
the volume going to Australia was relatively small, while
Canada had become the second most important market after New
Zealand. In the late 1920s Britain replaced New Zealand as
the principal outlet, with Canada still in second place.
This has remained the position since World War II, though
significant quantities have also been shipped to New Zealand,
Malaysia, Singapore and the United States. Apart from a
brief period at the end of the last century, molasses, an
important by-product of sugar milling, has been sold to
Australia where it has been used in the manufacture of
industrial alcohol. The volume of Fiji's exports are minute
in terms of the world sugar trade, so that she has been
unable to influence the price significantly. Demand in high
income countries, to which most of Fiji's sugar is sold,
tends to be relatively inelastic to changes in income, while
the expansion of beet production in the nineteenth century
and the more recent development of artificial sweeteners
mean that substitutes for cane sugar have become readily
available. This, together with Fiji's remoteness from the
world's principal markets, limits the scope for increasing
the price.

Produced largely for sale on domestic markets, the
bulk of world sugar output — both beet and cane — does not
enter international trade. Of the proportion which does,
since the 1930s about half has been marketed under special
arrangements and at prices which have diverged from the world
free price.8 The latter is the price of that small percentage



of world sugar production which is sold on the international
market at prices freely determined by supply and demand.
Because this is essentially a residual market, prices have
tended to fluctuate widely. High prices have encouraged

new suppliers to enter the market, and this has a long-term
depressive effect on price since the large amount of capital
required for sugar production and the specificity of capital
to the particular crop make supply comparatively unresponsive
to a fall in price. When prices have dropped, governments
have frequently subsidized industries which otherwise would
have been uncompetitive. Up to 1939 Fiji sold sugar at
prices related to the world free price, though she benefited
from preferential tariffs on imperial sugar introduced by
Canada before World War I and by Britain in 1919. During
the 1940s all Fiji's crop was purchased by the British .
Ministry of Food at prices which were remunerative to the
higher cost West Indian suppliers, but subsequently under
the Commonwealth Sugar Agreement (1950-74) and the Lomé
Convention which superseded it, only part of Fiji's crop
(about 60 per cent) has been sold at prices unrelated to

the world free price. Though these negotiated prices have
generally been higher than the world price, they have been
fixed mainly with consumer interests in mind and in the
knowledge that very high prices would encourage the produc-
tion of substitutes. The rest of Fiji's sugar has been sold
mostly in preferential markets where the price has been
based on the world free price plus the value of the tariff.
Clearly, returns from sugar have depended very much on price
movements beyond the country's control.

For Fiji to compete on the world market, sizeable
quantities of capital have been required. Early entrepren-
eurs in the colony had to provide not only mills, plantation
equipment and so on, but also infrastructure in the form
of roads, tramlines, power supplies, etc. Since the late
nineteenth century the world's chief exporters of sugar have
generally favoured large, capital intensive mills in order
to take advantage of technical innovations and economies of
scale. Nowadays, except in a few countries like India, a
mill with a capacity to produce 20,000 tons of raw sugar a
season would be considered small. In simplest terms, a sugar
mill breaks up cane stalks, squeezes out sweet juice and
recovers the sucrose as crystals of raw sugar containing
about 98 per cent sucrose. Though this can be done in very
small and technically unsophisticated mills, the quality of
sugar tends to be lower and returns on investment less than
for sugar produced in larger mills. An efficient transport



system is particularly important for sugar production.
Since cane begins to lose its sucrose content immediately
after harvesting, it is essential that the crop be taken
quickly from the field to the factory. This means that cane
should be grown as close to the mill as possible. But in
Fiji the topography of the land has caused sugar to be
cultivated at greater distances from the mills than, say,
in Queensland. This in turn has resulted in a larger
expenditure per ton of sugar on transport than is usual in
most sugar countries. On a per ton of sugar basis, Fiji's
tramline system is reputed to be the most extensive in the
world. With raw sugar requiring larger quantities of
capital than other food industries, except perhaps tea, and
in the absence of substantial savings within the economy,
the capital to develop sugar production in Fiji has had to
come from abroad.

The Fiji industry has also depended on a big labour
force for, despite the introduction of tractors since World
War 11, the cultivation of cane in Fiji is labour intensive.
The demand for labour peaks at certain times of the year
according to the crop cycle. As soon as the weather is
right, between February and April of each year, within a
week or two the land is ploughed and the cane planted, the
crop being reaped the following year. Harvesting lasts
from June/July to December/January, and is performed by
gangs of cutters working on a co-operative basis. After
harvesting, the cane stools remain and from these grow new
shoots, known as ratoons, which can be harvested the next
season. Till the late 1950s it was usual for the same stool
to produce ratoons for one or two years before being ploughed
out, the land being fallowed till new plants were sowed.

With the introduction of better varieties, however, 'multiple’
ratooning became common, ratoons often being grown for eight
years or more. This reduces the amount of labour needed

for planting. At times of peak labour demand it is essential
for the miller to ensure, where possible, the minimum competi-
tion for labour, in order to prevent the crop being neglected
and wage increases pushing up the cost of cane. The larger
the crop and the higher the sugar content of cane — factors
partly dependent on good cultivation work and proper harvest-
ing — the lower will be the unit costs of milling. Mechaniza-
tion might have made it possible for the industry to develop
on lines which would have greatly reduced the demand for
labour; but in Fiji there was little incentive to do so.
Because the supply of Fijian and Pacific Island labour was
limited, Indians were made available under a system of



indenture which lasted till 1916. The labour shortage
which followed the end of indenture was solved not by ex-
tensive mechanization but by encouraging Indian smallfarmers
to grow cane. So it is that historically the industry has
depended on overseas markets, overseas capital and, up to
1916, overseas labour.

The history of the industry can be divided into three
phases. The first, the European planter phase, lasted from
about 1870 to 1916. During this period the Colonial Sugar
Refining Co. acquired its dominant position in the industry,
building the Nausori, Rarawai, Labasa and Lautoka mills. Of
the other mills in the colony, only two — at Penang and
Navua — survived the fall in raw sugar prices in the 1880s
and 1890s. Cane was grown either by European planters for
sale to the mills or by the mill owners themselves. In the
1890s the Colonial Sugar Refining Co. began to lease its
estates to overseers of the company, and after 1905 the pro-
cess of leasing was accelerated, so that by 1916 the bulk of
the company's cane was obtained from European planters.
Estates were worked mostly by Indian indentured labourers,
who after serving their indentures began to settle on the
land, often as cane farmers. The second phase started in
1916, when the end of the indenture system put upward pressure
on wage rates. In 1920 efforts by employers to prevent a
sharp and permanent rise in wages resulted in a strike by
labourers on the southeast of Viti Levu. The following year
there was a strike by Indian cane growers on the west of the
same island. The shortage of labour was solved by settling
Indians on land formerly cultivated as estates, so that they
would grow cane on plots averaging about ten acres each.

By 1939 nearly all the cane was produced by smallfarmers,
and the Colonial Sugar Refining Co. had become the sole
miller in Fiji: it had purchased the Penang mill and the
mill at Navua had closed in 1922. The third phase lasted
from about 1940 to 1973. It was a period of intermittent
conflict between growers and the company. There was a
strike in 1943 followed by an inquiry into the industry by
Professor C.Y. Shephard. Another strike occurred in 1960,
after which there was a commission of inquiry headed by Sir
Malcolm Trustam Eve. A third dispute in 1969 did not result
in a strike, but the arbitrator, Lord Denning, found mostly
in favour of the growers, with the result the company with-
drew on the grounds that it could no longer operate profit-
ably in Fiji.

A traditional account of the foregoing would stress
the benefits to Fiji from the development of the sugar



industry, highlighting, for example, the gains from the

supply of capital and skills, the earnings of foreign exchange
and the general stimulus to economic activity provided by the
industry. And it might attribute negative contributions to
economic development to the Colonial Sugar Refining Co.'s
monopsonic position in the economy, which enabled the company
to keep down wages and the price of cane and so limit the
spread effects of its activities. Following writers like

P.T. Bauer and B.S. Yamey,9 the account might stress the need
to attract further private investment so that, with other
firms competing in the labour market, the effects of monopsony
could be reduced. It might also emphasize the role of trade
unions in raising wage levels. Finally, it might suggest

ways — perhaps through government intervention — to increase
the benefits of sugar production.

Experience has shown however, that gains from inter-
national trade to developing countries are less than was once
supposed. A whole host of writers has tried to explain why.10
Among them are a number from the Commonwealth Caribbean,
notably Lloyd Best and George Beckford.!l Their analyses
focus on the 'plantation economy', where the plantation form
of production is dominant and is seen as a special case of
export-led growth under expansive capitalism. Especially in
the twentieth century, plantations have been characterized
by the production of commodities for export, the use of a
large unskilled labour force under as few skilled managers as
possible, and by foreign ownership. Usually the latter is
corporate, and with a relatively high degree of vertical
integration. The operation of plantation companies is taken
as the key variable influencing the political, social and
economic history of plantation societies.

Beckford allows that companies make a substantial
contribution to income growth through their development of
social and overhead infrastructure, their expansion of
production, their contribution to technology and their demon-
stration effect on peasants, many of whom turn to cash crops
formerly produced on plantations alone. Yet he emphasizes
that the very nature of plantation enterprise limits its
development impact. Thus the vertical integration of planta-
tions, mills, shipping and final processing enables one firm
to make profits at every stage. Although in one way this
increases a company's risks because capital is tied to
a particular crop rather than spread over several commod-
ities, in another way risks are reduced since the refiner,
for example, no longer depends on other firms for the supply
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or transport of raw sugar. One of the results of vertical
integration is that forward and backward linkages are en-
closed largely within the firm, so limiting their spread
effects in the plantation economy. Much of the spread occurs
in the metropole, where the bulk of the value is added to

the final product. The size of investment in a particular
crop imposes structural rigidities on the plantation society.
Because of the large quantity of capital tied up in, say,
sugar, it is difficult to switch to another more remunerative
crop if a change in the market occurs. This capital specif-
icity restricts the potential for structural change in less
developed countries.

Beckford notes, too, that plantation enterprise is
frequently associated with the under-utilization of land.
The firm often holds for speculative purposes more land
than it needs for its immediate use, so preventing the land
being used for alternative crops. It may actively discourage
the diversification of agriculture in order to minimize
competition for labour. The need to keep down labour costs
and so maximize profits is seen as a specially important
characteristic of plantation companies, for whom labour is
frequently the largest single item of cost. The dominant
position in the labour market of one or several companies
(usually the case in plantation economies) enables employers
to keep wages below the level which might have prevailed had
there been greater competition, though to an extent this
has been counteracted by trade unions. The import of cheap
labour in many instances has had a profound effect on the
demographic composition of plantation societies. Usually
there is tension between the descendants of immigrants and
other ethnic groups, and this impedes economic development
since the resultant instability (or prospect of instability)
deters investment. The unequal distribution of wealth — low
wages for labourers and high salaries for those from the
metropole, limits the size of the domestic market for goods
produced locally. Accustomed to overseas products, those on
high incomes tend to import many of their supplies; while the
market among those on low incomes is relatively small.
Consequently, plantation economies become heavily dependent
on imports and many have only recently begun to produce
import substitutes.

To the leakage of earnings abroad through the purchase
of imports must be added the repatriation of profits.
Normally, for sound cost reasons, a firm will reinvest its
profits in processing facilities in the metropole, or it
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will invest in other less developed countries in order to
reduce its dependence on one geographical area. Or else

it will diversify into new products. Thus most of its
profits are not available for investment in, and so stimula-
tion of, the economy where they were earned. Finally, it

is argued that gains from exports are limited because over
long periods the terms of trade tend to move against primary
producers. In the long run improved productivity may not
benefit the producer, since technological advances are likely
to be adopted by others, thereby increasing total supply
which, all things being equal, will reduce the price. The
demand for many commodities produced in developing countries
is restricted by its inelasticity to income changes in high
income countries. In these ways, then, Beckford claims that
the development effect of plantation enterprise is limited.
There is little that firms can do about this. To survive
they have to act in an economically rational way — that is,
they have to maximize profits — and this has the unavoidable
result of reducing the benefits they can bring to less
developed economies.

Now there are great dangers in transporting across the
Pacific a model which, despite claims that it is widely
applicable, was constructed with the Caribbean very much in
mind. Some would argue that the existence of a large indig-
enous population mostly outside the scope of plantation
enterprise distinguishes Fiji from Beckford's category of
plantation economies. They would contest, too, the view
that plantation enterprise has been the main — almost the
sole — determinant of Fiji's social, political and economic
development. In contrast others, pointing to the encroach-
ment of commercial agriculture on Fijian land, to the use
of Fijian labour by such enterprise, and to the penetration
of the indigenous economy by merchant capital (a special
form of plantation enterprise in Beckford's view), would
argue that the indigenous population has been very greatly
affected by plantation enterprise. Whether or not Beckford's
model is applicable to the Fiji economy as a whole is
beyond the scope of this study. What is undeniable, however,
is that drawing as it does on the experience of the West
Indian sugar islands, the model contains many insights of
value in explaining the history of sugar production in other
countries. Making use of these insights, this study will
examine the history of the Fiji sugar industry, and conclude
by assessing the industry's contribution to the country's
economic development.



Chapter 2

The beginnings

The cotton boom

Plantation agriculture first flourished in Fiji during
the cotton boom of the late 1860s. The American Civil War
disrupted the world's main supply of cotton, so that the
price rose and Fiji's output grew. Planters favoured the
Sea Island variety which was used by French factories in the
manufacture of certain classes of silk.! They settled
initially in Lau, Taveuni, south Vanua Levu and the mouth
of the Rewa river, and later further up the Rewa and along
other major rivers in Viti Levu.? In districts scarcely
touched by European settlement land could be bought cheaply,
in exchange for goods of relatively small value to settlers,
but as the number of Europeans increased from 400 in 1866 to
2,000 in 18703 there was a rise in the value of land in
settled areas." Though at first Fijians were employed,
plantations were increasingly worked by labour imported from
other Pacific islands and found to be more reliable, if more
expensive.5 Capital was provided by 'beachcomber speculators'
who self-financed many of their land purchases in the early
1860s, by those like the Ryder brothers who arrived with
substantial means and could partly finance themselves,7 and
above all by creditors like F. & W. Hennings who liberally
financed the many Europeans with little or no wealth. The
Hennings, in turn, were in debt till 1867 to J.C. Godeffroy
& Son of Hamburg and Apia, and thereafter to the Sydney firm
of Rabone, Feez & Co.8

6

The result was that a portion of the profits from
cotton was remitted abroad as interest. Others also bene-
fited — those engaged in the labour trade, for example, or
those hired as overseers while their employers stayed in
Levuka,? the then commercial and social centre of Fiji.

Most planters, too, relied on others to do their ginning for
them and to transport their crops to one of the entrepéts

in the group for export, via Sydney or Auckland, to Europe.
The crop was handled many times in the process, each stage

12
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yielding its profit, so that transport accounted for an
estimated 16 per cent of its final value.l0 So many were
involved that it was difficult for individuals to make large
profits quickly. A visitor to Fiji in 1872, Richard Philp,
could find only two planters who had made a profit from
cotton — Rupert Ryder of Mango island and Peckham of
Taveuni.!! Planters lived on credit and spent heavily on
consumer imports, notably drink.12 Thus there were few
savings to provide an income for settlers and the means to
develop alternative crops, should the boom cease.

And the boom did end,in 1870, when the Franco-Prussian
war dislocated the French market for cotton and caused a fall
in the London (sterling) price from 4s 4d a pound in 1869 to
1s 4d in late 1870.!3 Planters, their land mortgaged, were
unable to meet their debts, while their mortgagees, with
debts secured, found their security incapable of earning the
amounts owed. Though F. & W. Hennings had filed fourteen
suits for the recovery of debts by October 1873, some of
their debtors had already left Fiji,!" while others were
expected to make the most of the lands in their possession.
Few planters lived more than a hand-to-mouth existence.
They pinned their hopes on new crops such as copra, sugar,
coffee and cinchona, and to a lesser extent on livestock.!®
Thus cotton monoculture gave way to diversified, experimental
agriculture, and the appearance of wealth, for many, to the
reality of poverty.

15

Among the new crops sugar was thought to offer the
best prospect of commercial success. An attempt to produce
sugar on Wakaya Island in 1862 had been a financial failure,
and with the subsequent rise in cotton prices there had been
little incentive to try again with a crop the capital costs
of which were higher than that of cotton because machinery
had to be provided to crush the cane. But after the slump
in cotton prices many settlers turned to sugar. The offer
bv the Cakobau government in December 1871 of a £500 reward
for 'the first and best crop'18 of twenty tons of sugar from
canes planted before January 1873 may have been some induce-
ment, though there is no record of anyone having won the
prize. More important was evidence that cane could be grown
very easily in Fiji, and without much expertise. It grew
wild and was used by Fijians on their bure as thatch. 9
At the end of 1872 the Fiji Times reported that 'large
tracts of land are being put under cane', and 'a highly
remunerative return may be expected from the industry'.20
Six years later John Horne, the Director of the Botanical

17
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Gardens in Mauritius, confirmed what settlers had already
discovered — that good cane land could be found in almost
all parts of the group.21 By the end of the decade it was
hoped that sugar would become a major, if not the principal,
export of Fiji.2? There was good reason for believing this
might happen. Not only did cane grow well, but there was
also an expanding market for sugar in Australia, where in
1878 the average per capita consumption of raw sugar ranged
from 71.31 1b in South Australia to 92.13 1b in Queensland.
The Australian average was the highest in the world, 16 1b

a head greater than in England, the next highest. This was
partly due to the custom of giving rations, which always
included sugar, as part payment of wages.23 Australia
imported a significant portion of her sugar requirements,
and continued to do so until World War I. There was also,
of course, a growing market in New Zealand, which has tradi-
tionally imported sugar in preference to developing a domes-
tic beet industry.

Planters hoped to sell sugar in these markets as well
as in Fiji. Following a 'mania' of planting, as the Fij<
Times described it,2" by September 1874 there were reports
of 597 acres of cane being grown on eighteen plantations on
the Rewa.2?® As a major area of settlement the Rewa remained
a centre of cane cultivation in following years, though cane
was also grown in Navua, Sigatoka, Tavua and Ra in Viti Levu,
in Savu Savu and Taveuni as well as in other parts of the
group.2® The great problem for planters was to find mills
to crush their cane. In December 1874 a mill capable of
crushing seven tons of sguar a week, working ten hours a
day, was for sale at. £2,000, excluding the cost of trans-
porting it to Fiji.27 Two and a half years later a mill
of ten to twelve tons capacity would have cost 514,000.28
Settlers lacked the capital to erect either a few large mills
or plenty of smaller ones. Nor, with their lands mortgaged,
did they have the security on which to obtain loans. The
result was a shortage of crushing capacity throughout the
1870s. It is impossible to list accurately the number of
mills in operation and their size, as some were too small
ever to be recorded. The Fiji Times mentions a mill being
opened in Suva by Brewer and Joske in 1872, and this was
probably the first to be built in the 1870s. By the end of
1874 there were at least three in operation, a year later
six, and by the end of 1878 perhaps ten.2% Several, like
the one at Suva, crushed for only a couple of years or fewer.
All were tiny — planters could afford no more. One of the
larger mills, built by D. Waterson in 1878 on his Koroqaqa
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plantation by the Rewa, had a capacity of only twelve to
fifteen tons of sugar per week.3? Their small capacity meant
that mills had to crush all the year round, so that some cane
had to be cut when its density of juice, and hence yields of
sugar,were at their lowest. Moreover,

When cut in March, or April, the ratoon canes are made
to grow in cold dry weather, when they will grow least,
and to ripen during the hot moist weather of December,
January, February and March, when they will naturally
grow most and ripen least.3!

Far worse was that many planters could not get their cane
crushed at all. In November 1878 the Fiji Times lamented
the hundreds of acres going to waste on the Rewa because

existing mills could crush only half the cane grown.

This situation, combined with the failure of other
commercial crops to produce quick prosperity, encouraged
mounting criticism of Sir Arthur Gordon, the first substantive
governor of Fiji after the islands were ceded to Britain in
September 1874. Planters had hoped that Cession would herald
a government which, unlike its predecessors in Fiji, would
champion their interests if need be against those of the
Fijians.33 But within a short time settlers had become
convinced that Gordon was more interested in native welfare
than in the economic development of the colony. Alec Ivimey,
a Melbourne journalist who visited Fiji in the early 1880s
when criticism of Gordon reached its peak (though he had left
the colony by then), suggested that Gordon had been positively
hostile to the influx of Australian capital.3L+ Nothing, in
fact, could have been further from the truth.

Efforts to attract private investment

The first priority of the new government was to main-
tain law and order; the islands had been ceded to Britain
because of the threat to order posed by the early settlers.
To establish its legitimacy with the small force of arms
immediately available, government needed to rule with the
consent of the Fijian chiefs. As Gordon pointed out,

... the question how a large native population should
be governed by a handful of white aliens — a question
often raised, but seldom satisfactorily answered —
had once more to be dealt with.
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Fortunately, on this occasion, policy, and indeed
necessity, pointed in the same direction as right and
justice.35

The result was Gordon's now famous native policy, the
essentials of which are well known — so-called 'indirect
rule' through Fijian chiefs,36 the entrenchment of native
rights to the land, the protection of Fijians against ex-
ploitative labour recruiters, and the promotion of indigenous
cash cropping through a system of native tax payments in
kind. The policy could be — and was — justified in moral
terms, but it also helged solve the problem of political
control in the colony. 7 Thereby it created the stability
that was a prerequisite for overseas investment. This was
well understood by Gordon, who in 1879 exaggerated to
planters the fears of potential English investors that
capital might be lost in Fiji because of racial conflict.38
Two years earlier John Thurston, who was closely involved
in the implementation of the native policy, had attributed
the lack of commercial development between 1871 and 1874 to
political unrest before Cession.3?

Along with reconciling Fijians to British rule the
attraction of new capital was a major object of government
policy. 1In 1874 Thurston was accused in the Fiji Times of
believing 'that Fiji can't go a-head till the present
settlers clear out, and the rich sugar men come from the
colonies'.“0 Soon after his arrival Gordon expressed a
similar view:

It will require a new set of men to come in before
there is any real prosperity in the colony. Most of
the present holders of land will sell, and as is usual
in all new settlements, the first-comers will be ruined
and go to the wall."“!
He repeated this ayear later.*2 1In the short term, however,
by helping to restore prosperity, overseas investment could
be expected to reduce European opposition to government.
This was of some importance. Several officials at the
Colonial Office were inclined to disagree with Gordon's
emphasis on protecting native interests; they sympathized
more with planters who, for their part, resented restric-
tions placed on their recruitment of native labour and found
their trade with Fijians disrupted by the sale of native tax
produce through government.“3 Since it would have shown
that the native policy was not incompatible with economic
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development, the attraction of large-scale investment would
have helped Gordon to overcome opposition in London. The
decision in 1880 of the Colonial Sugar Refining Co. to invest
in Fiji was seen by Thurston as an excellent answer to those
who criticized the colony.““

In particular, to make such aspects of his native
policy as the tax scheme palatable to the business community,
Gordon wanted the support of the first unofficial members
of the Legislative Council — Gustave Hennings, Rupert Ryder
and J.C. Smith.“® Their support would have been valuable in
later years as well, following the growth of European opposi-
tion as hopes of early prosperity after Cession fell. Though
Gordon and Thurston claimed to be unmoved by the opposition,
it would have been difficult to ignore it. Officials were
in daily contact with settlers. At one stage Thurston him-
self had been in debt to Smith,“6 and the plight of leading
planters was well known. The Hennings brothers, owed large
sums, were in debt to over £50,000 and had gone into liquida-
tion in March 1874. Smith had been more discriminate in his
advances, but in 1872 he was owed at least £12,000, much of
which, presumably, was still outstanding a few years later.
A return to prosperity caused by an inflow of capital would
benefit these and other planters in the colony. Government
might also have wanted overseas investment in the hope that
support would be more forthcoming from a few large companies,
which had invested when the administration's objectives had
become clear, than from the numerous planters who saw the
native policy as the antithesis of all that they had hoped
for from British rule. More experienced businessmen might
identify their interests with the native policy, since it
provided a means of preserving law and order.

L7

Apart from these political factors, there was also a
pressing financial consideration. The administration had
to balance its budget, for Britain was not prepared to
subsidize her new colony for long. Fiji had been given a
grant-in-aid of only £100,000, to be repaid as soon as
possible."® Gordon was frequently reminded of the need for
economy, and with this in mind he did not draw his full
salary of £5,000 a year until 1877.49 Yet, despite efforts
to economize, the budget was in deficit throughout his
administration and for a number of years thereafter.®? One
way to solve the problem was to increase revenue by expand-
ing trade. 'One or two good investments here', Thurston
told Gordon in 1878, 'would soon make an appreciable
alteration in our customs receipts.'51 This was especially
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desirable if government was to meet the cost of certain
welfare measures involved in its native policy. By September
1876 Gordon had forbidden the sale of 'ardent spirits' to
Fijians, with consequent loss of revenue, and had imposed a
strict observation of quarantine re%ulations, entailing an
increase in government expenditure. 2 True, the burden of
this was eased by the taxation of Fijians, who were required
to pay tax in kind by growing crops which government could
sell. Thurston, who saw this as a way slowly to promote
commercial agriculture among Fijians for their own benefit
as well as government's, wanted to encourage them to grow
cane as a tax crop. Yet he knew that this would depend on
sugar mills large enough to crush the cane, and wanted to
attract overseas capital for this purpose.53

For these reasons, government implemented policies
which were designed to encourage large-scale investment. In
a speech to settlers after his arrival in 1875, Gordon said:

Now, as to capital, it is clear that will not be
invested in the colony until there is good security for
its investment, that is to say, until the land titles
are gsttled, and a steady supply of labour provided
for.

Under the Deed of Cession, settlers who had acquired land
before September 1874 had to prove the bona fide nature

of their claims. A commission was appointed to examine the
claims, the Governor-in-Council issuing certificates of
title based on its reports.55 Gordon gave the matter high
priority, noting in the context of his proposal to give
financial aid to planters who imported Pacific island labour
in 1877 that 'No money can be raised from them until they
have received their land titles.'S® Thurston remarked in
the same year that, without these titles, settlers could not
meet their debts by selling their partly improved lands for
a profit.57 There could be no overseas investment till land
claims had been resolved. So, despite all the problems
involved in handling the land question, the majority of
European claims were decided by the time Gordon left Fiji
for New Zealand in 1880.°58

It was, however, politically impossible for government
to grant all the settlers' claims, which totalled around
854,000 acres — about a fifth of the colony's area and a
large part of its most fertile land.>°® After only a short
time in Fiji, Gordon had no doubt that 'the association of
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the enforcement of these claims with the establishment of
British rule would preclude all hope of conciliating or
benefiting the native race'.%0 A similar consideration,
arising from the attachment of Fijians to the land, was one
of the factors behind Ordinances 6 of 1875 and 21 of 1880
which prohibited the sale of native land and, in the 1880
ordinance, set a maximum term of twenty-five years for leases
of Fijian land.®! Yet Gordon was determined that his land
policy should not prevent the inflow of new capital, and

that sufficient freehold land for plantation agriculture
should be left in the colony so that the short terms of
native leases would not deter investors. Having been asked
by Gordon to explain the nature of customary land tenure in
Fiji, the Council of Chiefs declared in 1879 that by tradi-
tion land had been inalienable. A strict application of this
view would have meant that all land purchased by Europeans
before Cession had been obtained illegally.62 This was so
contrary to the interests of planters and of overseas invest-
ors who in future might want to buy land in Fiji — as well

as to the practice of the chiefs — that the chiefs' state-
ment was ignored by the Land Claims Commission and by the
Governor-in-Council when issuing land titles. Of the 1,683
claims, 517 were granted as claimed. Of the rest not proved
to have been bona fide, 390 were granted ex gratia either
wholly or in part63 — so providing enough freehold land for
the initial development of European plantations. Despite
settlers' complaints about Gordon's land policy, about half
the total area claimed — most of it lying idle®“ — was
granted to them. Furthermore, when in 1879-80 Thurston
agreed terms with overseas companies that would entice them
to Fiji, he arranged to sell 500 acres to Stanlake Lee & Co.
Ltd®> and 1,000 acres to the Colonial Sugar Refining Co .56
These sales violated the policy of making native land inalien-
able; their approval by Gordon perhaps reflected a sympathy
for big business, which enabled him at the turn of the
century to press for the large-scale alienation of land in
the Solomon Islands for the benefit of the Pacific Islands
Co., and to advance the interests of the Pacific Phosghate
Co. against those of the inhabitants of Ocean Island. 7

Beside the availability of land, Gordon knew that a
regular supply of cheap labour was essential for the develop-
ment of plantation agriculture. The wages offered by settlers
were not normally enough to attract Fijians into paid labour
for long periods, particularly after the 1875 measles epi-
demic which reduced the size of the Fijian population by
one-fifth or more.®8 1In 1876, £2 10s 0d a year was paid to
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Fijian men in Taveuni, but as A.P. Maudslay, Acting Colonial
Secretary at the time, wrote:

Any Fijian industriously disposed, might, without
abandoning his family, his home, his garden, and his
district, obtain far more than this by raising produce
on his own account. So long, therefore, as this low
rate of remuneration is maintained, his Excellency
cannot share the sanguine anticipation of those who
expect large numbers of the population voluntarily to
engage in plantation labour.®?

The alternative — of obtaining a large supply of Fijian
labour against its will and in the face of opposition from
the chiefs’? — would have required a degree of compulsion
that the colony's meagre financial resources would have found
hard to support. So, instead of meeting settler demands

that a plentiful supply of Fijian labour be made available,
government enacted Ordinances 15 of 1876 and 10 of 1877,
which were designed to regulate labour recruiting and prevent
an enforced mass exodus from native villages. As a result,
planters had to rely mainly on labour from overseas. The
import of (misnamed) 'Polynesian' labour from other Pacific
islands had started in the 18605,71 but from the mid-1870s

it was becoming clear to more perceptive observers, like
Thurston,72 that the future of this supply was uncertain.

The end of the cotton boom had left settlers unable to match
the increase in wages and the improvement in conditions which
occurred in Queensland during the 1870s. By the earl; 1880s
wages in Queensland were almost double those in Fiji, 3
making the former far more attractive to islanders. The

time was coming when Fiji would no longer be able to meet

her labour requirements from within the Pacific.

Drawing on his experience in Trinidad and Mauritius,
in 1875 Gordon proposed that Indians be imported under
five-year indentures. He estimated the total cost to the
planter of wages, transport, etc. at around £14 per head
per year.7L+ A number of settlers, like Rupert Ryder,75
initially favoured the idea, but most Europeans eventually
opposed it.’® This was not surprising since E.L. Layard
had estimated in 1874 that the annual cost of 'Polynesians'
was £7 a head.’’ Settlers were understandably appalled by
the prospect of a 100 per cent increase in their immediate
labour costs, even though Indians were likely to be cheaper
in the long run, especially since they would remain in the
colony for ten years whereas 'Polynesians' usually stayed
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for only three. Trying to stave off bankruptcy in the
present, planters had little inclination to plan for a labour
supply in the future. Yet it was the future of large-scale
investment that concerned Gordon, and accordingly he arranged
for Indian labour to be imported from 1879 onwards. Labour-
ers were to be indentured for five years and to have the
right of a free return passage to India after ten. Employers
were to pay two-thirds of the cost of the passage to and from
Fiji, and government one-third. Wages were to be one shilling
a day and five and a half days were to be worked.’8 By 1916,
when the system came to an end, 60,553 immigrants had been
imported under indenture.’?®

Conditions were appalling — they have been aptly des-
cribed as 'A new system of slavery'80 — yet they did not
provoke massive slave revolts. Indians were divided by
deep-seated religious, language and cultural differences
which overseers could exploit for their own purposes,81 while
the hierarchical nature of the society they had left inclined
in immigrants a relatively passive acceptance of their new
world. Protest took the form of suicide rather than revolt.
Further, for many labourers plantation life may have been
rather better than the circumstances they had known in India.
Provisional findings of new research suggest that indentured
labourers were drawn primarily from landless classes living
in the vicinity of towns and mostly unemployed; they were
likely to have been on the verge of starvation. For those
lucky enough to find work, wages seem to have been even lower
than they were in Fiji.83 Consequently, hard though it is
to believe, for many Indians migration led to an improvement
in their economic position — a reprieve from hell in favour
of purgatory. And they used the time on plantations to look
forward to a heaven beyond, when after serving their terms
and after earning higher wages as free labourers, they could
return to India more wealthy than when they had left.%% It
is unlikely that capital would have been attracted to Fiji
without this assured supply of apparently docile labour,
especially since Gordon's belief that islanders would not
meet plantation needs for long proved correct.8> By 1885
the number of 'Polynesians' imported had fallen, those leaving
Fiji exceeding newcomers by almost 400 per cent.86 Because
of their lower mortality rate (which was nevertheless high)
and the growing difficulty in obtaining 'Polynesians',

Indians were preferred to islanders bg sugar companies which
by then had begun to invest in Fiji.8

82

Governmment — in particular Thurston — had made a
special effort to attract these companies. Thurston had
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been in contact with the Colonial Sugar Refining Co., known
as the CSR, in 1874 when its directors had considered build-
ing a central mill in Fiji to be supplied with cane by out-
side contractors.®® No details of the discussions have
survived, but evidently CSR was not impressed by conditions
there for instead it erected a mill at Harwood, in north
New South Wales.89 It was several years before CSR once
more took an interest in Fiji, by which time the political
environment was more favourable. Meanwhile, Thurston had
again tried to persuade sugar companies to invest in the
colony. In 1877 he proposed that government raise a
£100,000 loan, of which £3,600 would be used to guarantee
for three years a 3 per cent return on £40,000 privately
invested in two central mills. The project was 'to start,
in fact, sugar making upon such a scale and in such a manner
that settlers may benefit by it'. But the Colonial Office
opposed the loan, mainly on the grounds that Fiji could not
afford to service it.90

Despite this, by the end of the following year there
had been a significant increase in the number of investors
interested in the colony. Among them were Edwardes and
Hoerder, Dr C.B. Chalmers, the CSR and Spence Bros, all of
whom were thinking of building central mills to crush cane
supplied largely by Fijians and European planters. But,
Thurston told Gordon,

they all stand out for conditions — viz. Government

to guarantee so many tons of cane per annum; contract
to last for five or ten years; Government to 'assist'
in finding 'labour' for the mill; Government to find
fuel! or to assist in finding fuel; the 'miller and
his men' to be placed beyond the limits of native
jurisdiction; no Roko or Buli to interfere with any
man wanting to work at the mill, etc., etc.; and above
all, Government to give a block of land as an 'induce-
ment ' 91

These were almost impossible demands to meet. Government
could not guarantee a supply of cane, since this would
have required either a degree of control over cultivation
that government, with its limited resources, could not
possibly exercise, or a financial guarantee that government
was in no position to make. Nor could government breach
with equanimity its native policy by placing outside native
jurisdiction Fijians employed, or wishing to be employed,
in the mill, since this would have aroused opposition from
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the chiefs. Nor would its limited financial resources have
made it easy for govermment to help in finding labour and
fuel, or to purchase land as a gift to the miller. Together
with his moral commitment to the native policy, such prac-
tical considerations limited the concessions Thurston was
able to make. Moreover, his negotiating position was
strengthened by the number of people — coffee planters from
Ceylon as well as sugar interests — who in 1878-79 were
thinking of investing in Fiji.92 Perhaps there would be no
great need to make concessions.

On the other hand, govermment could not adopt too
rigid an attitude in talks with potential sugar millers. In
1878 Rabone, Feez and Co. had taken over nearly all the land
owned by F. & W. Hennings in settlement of the latter's debts.
The company was now the largest landowner (or claimant) in
the colony and its agent, Carl Sahl, was eager 'to go in
heavily' for sugar.93 J.C. Smith, another major landholder
as well as creditor, had for some time wanted to see profit-
able mills set up in the colony. He, himself, had experi-
mented with one in 1874-76°% and it was probably he, along
with Sahl, who in 1878 asked CSR to build a mill on the
Rewa.?®> Faced with growing European opposition to its
native policy, and not yet having balanced its budget,
government could hardly ignore an opportunity to revive the
fortunes of plantation agriculture. So Thurston was prepared
to offer concessions even if they contravened the native
policy, but was determined to keep them to a minimum. He
found that in some cases incentives were not even necessary.
With his brother Nathaniel, Dr Chalmers built a mill at
Penang in 1880°® without, apparently, having obtained any
inducement from government. In other cases, minimal con-
cessions were not enough to persuade investors to risk their
capital in Fiji. Edwardes and Hoerder built no mills in
the colony. CSR sent an officer, James Murray, to the
islands but, finding that planters demanded a higher price
for their cane than the company was willing to pay, refused
to invest on the terms offered in 1879.°7 Government held
more fruitful discussions with Spence Bros, a Melbourne
company which, through the Rewa Plantation Co. Ltd, had
operated a mill in Fiji since 1875. Spence Bros agreed to
build a second mill on the Rewa costing £20,000 to £25,000,
to buy all the cane grown by Fijians on 500 acres at the
current price or at a price to be negotiated annually, and
to crush native cane whenever it was delivered, if necessary
before cane grown by Europeans. Government's sole concession
was an offer to sell the company 400 to 500 acres of land
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at £3 an acre. It gave no guarantee on a supply of cane and
it offered no help in matters like the employment of Fijian
labour. The terms were hardly generous to Spence Bros who
within a few months pulled out of the deal so as to invest
in Queensland, where government inducements seemed greater.
Its agreement with the Fiji government was taken over in
November 1879 by the Bristol firm, Stanlake Lee and Co.,
which promised that the mill would have a capacity of at
least five — perhaps even ten — tons of raw sugar a day.98
Since a mill of that size, giving priority to Fijian
supplies, could not have crushed all the cane Europeans
wanted to grow on the Rewa, planters were persuaded to
accept a lower price for cane than they had first demanded. 2°
They then asked CSR to reconsider its decision not to invest
in Fiji. Sahl and Smith also promised to grow 500 acres of
cane each for ten years, to ensure for the company an adequate
supply.l Their approach was supported by Thurston, who was
in Sydney in early 1880 and was prepared to negotiate
slightly greater concessions than the year before. No doubt
his more flexible attitude owed something to the belief that
the recent outbreak of coffee leaf disease had deprived
planters and Fijians of an opportunity to grow an alterna-
tive crop to cane. It certainly owed much to the failure
of government to find employment for the first Indians
brought to the colony — in 1879 — and whose transport and
maintenance costs seemed likely to fall on the public
purse.2 Consequently, an agreement was reached with CSR
in 1880. Government promised to sell the company one
thousand acres of land on the Rewa at £2 an acre (instead
of five hundred acres at £3 to Stanlake Lee and Co.), and
to reserve another one thousand acres in Savu Savu Bay till
31 December 1882, by which date CSR was to have decided
if it wished to erect a mill in the vicinity of the land
reserved for it. Unlike Stanlake Lee and Co., no obligation
was placed on CSR with regard to native cane. The only
commitment made by the company was to have built on the
Rewa, by the start of the 1882 crushing season, a mill
capable of producing 500 tons of sugar a month. In return
for Thurston's help in persuading CSR to invest in the
district, Sahl and Smith promised to employ 200 Indians still
held by government.3 Later, at the turn of the century
when CSR was thinking of extending its operations in Fiji,
government was again to offer the company incentives. The
decision to build a mill at Lautoka, in western Viti Levu,
followed a strong official indication, designed to allay
CSR fears on the matter, that export duties on sugar were
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unlikely to be levied in the foreseeable future. The
company was also permitted to import for the mill, across a
wharf to be erected at Lautoka, supplies which would be
exempt from government wharfage duties — a concession which
from 1901 to 1912 saved the company £26,493 3s 5d.% What
characterized the negotiation of this arrangement, as also
discussions prior to the construction of a mill at Nausori,
was that neither side was able to dictate terms. The agree-
ments were the result of compromise by both parties — com-
promises made possible by the identity of interest between
company and government. The latter needed CSR to boost the
revenue of, and promote economic development in, the colony:
CSR wanted government assistance to help ensure that its
investments would be profitable.

Beside incentives offered by government — in its
general policy which created conditions reasonably favourable
to fairly large companies, as well as in the particular con-
cessions negotiated by officials — there was a second induce-
ment for CSR to invest in Fiji, and that was the absence of
successful alternative plantation crops in areas suited to
cane. Since the early 1870s planters had experimented with
various forms of agricultural activity. Along the south
coast of Vanua Levu, in Taveuni and in some of the outer
islands copra was produced. But down the Rewa and around
the coast of Viti Levu no crop had acquired a dominant posi-
tion by the early 1880s.® This was partly because little
encouragement was given to those who tried meat, poultry
or dairy farming, which some contemporaries believed could
be developed profitably in Fiji.6 Importers and financiers
like the Hennings, who were connected with Australian mer-
chants through their indebtedness to Rabone, Feez and Co.,
naturally had no desire to help their mortgagors supply
produce which might compete with imports from Australia.
Efforts by government to attract overseas investment were
directed toward export crops which the location of Fiji made
extremely difficult to develop. There were better opportun-
ities for investment in the nearby Australian colonies where
land could be obtained more easily. Australian merchants
with access to significant supplies of capital normally had
no experience in cultivating the tropical crops that were
thought to grow well in Fiji — coffee, cocoa, tea and others.
Fiji's appeal to investors in Britain was limited because
the colony was almost unknown and was a long way from the
principal commodity markets.’ Crops like tea, which were
thought suited to Fiji,8 were already grown in more estab-
lished areas closer to Europe. There was little incentive to
risk capital in the new colony.
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Coffee was an exception; with sugar it was thought
in the 1870s to offer the best prospect of commercial success.
The leaf rust disease, Hemileia Vastatrix, destroyed in the
1870s much of the coffee grown in Ceylon, so that several
planters turned to Fiji in the hope that coffee could be
grown more successfully there. The attitude of these planters
to Fijians aroused govermment fears that an influx of
settlers from Ceylon would damage race relations in the
colony. 'These Ceylon people are terrible among Fijians and
would cause much trouble', W.S. Carew, the Stipendiary Mag-
istrate on the Rewa, told Gordon in 1878.% 1t seems that
as a result coffee planters were offered no special induce-
ments by government. Then, in 1879, the same leaf disease
that had destroyed much of the crop in Ceylon affected coffee
in Fiji, thereby deterring investors who were thinking of
coming to the colony.10 But the disease was only partly
to blame for the failure of experiments with coffee. W.J.
Thiselton Dyer, Director of Kew Gardens, told the Colonial
Office in December 1879 that planters should grapple with
the disease and learn to grow coffee profitably despite
it. 11 An Attorney-General in Fiji from a planter family
in the West Indies, H.S. Berkeley, argued in 1886 that
coffee had never been given a fair trial in the colony as it
had usually been grown at too low an altitude. He urged
planters to experiment with Liberian coffee, which was
grown successfully elsewhere.!2 Had planters heeded this
advice, they might have discovered what eventually became
known in Java — that Arabica coffee could be grown despite
leaf disease at higher altitudes, and that certain robusta
and Liberian species were resistant to the disease.l3 But
there was little incentive for planters to persist with
coffee. There was a steady fall in the world (sterling)
price from 65s 0d per cwt in 1877-78 to 39s 0d in 1881-82;2;
whereas up to 1884 the price of sugar exports from Fiji
remained firm.l% Cane was a more attractive crop, and in
the early 1880s coffee planters like W.F. Parr turned to
it when an opportunity arose.

The possibility that CSR would face competition not
from alternative crops but from the small mills already
established in the colony was not one that worried the
company. 'I do not think there is anything to be feared
from them', E.W. Knox wrote in 1880.1°% Some mills were
situated far from where CSR planned to invest: others,
with one or two exceptions on the Rewa, were so small that
they posed no danger. Nearly all had been closed by 1900.
The lack of serious competition from large sugar mills
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and from other plantation crops encouraged CSR to build a
mill at Nausori. With no other source of income comparable
to cane, planters had little choice but to sell their crops
to the company, not for the price they wanted but for one
that was more acceptable to CSR. The company needed this
supply to help it economize on the capital cost of preparing
mostly uncleared land for cane. 1In 1883 CSR decided to
build a second mill — the Rarawai mill at Ba in western Viti
Levu. The decision was influenced by the availability of
substantial areas of freehold land which, for the most part
lying idle, could be bought relatively cheaply. The lack

of alternative wage employment for Fijians in the district
was also important, as it enabled CSR to rely on casual
Fijian workers till it had obtained an adequate supply of
Indians. !® It is most unlikely that CSR would have opened
Rarawai if planters growing other crops, or supplying cane
at other mills, had been vigorously competing for land and
labour in the area. The same probably applied to the
decision in 1891 to build a mill at Labasa on Vanua Levu,
and to the construction of a mill at Lautoka about ten years
later. The attraction of Fiji to CSR, then, lay partly in
the absence of intense competition for scarce factors of
production.

The importance of Fiji to CSR

Apart from this, the extension of CSR's operations to,
and then within Fiji was an outcome of the company's need
to consolidate its position in Australasia. CSR had been
established in 1855 by Edward Knox, the son of a Scotsman,
George Knox, who had been a merchant in the seaport of
Elsinor, Denmark. Drawn toward the commercial world, like
his father, Edward had first worked as a junior clerk in
his uncle's merchant house, the London firm of Perkins,
Schliisser and Mullens which traded in the Baltic. However,
not being satisfied 'with being a junior clerk for the
present' and wanting 'to jump from junior clerk to partner'
almost straight away, the young Edward had quarrelled with
his uncle, had been dismissed and had subsequently left for
Australia. He arrived at Port Jackson in 1840 aged 20,
and over the next fifteen years acquired both a high reputa-
tion among Sydney merchants and a considerable personal
fortune which in 1855 he invested, as founder, in the
Colonial Sugar Refining Co. He and his son, Edward William,
who became general manager in 1880 and remained in that
position for forty years, devoted their lives to the
company. 17 They were austere, single-minded men, apparently
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lacking in humour and having few outside interests — except
yachting, a rich man's sport in which Edward William in-
dulged. 8 They demanded of their subordinates hard work,
honesty and, above all, dedication to the company. Loyalty,
indeed, has been a distinctive feature of CSR Ltd. Even

now, there are many on the staff whose fathers and grand-
fathers worked for the company. Family connections have

bred a remarkable esprit de corps which has helped the company
achieve its objectives. From the sense of loyalty has come,
till recently, a great emphasis on experience. The length

of time in the company's service used to be a prime qualifica-
tion for advancement, producing mill managers who, though
competent in technical matters, were seen by others in Fiji

as unimaginative and conservative in general outlook. When

it withdrew from Fiji in 1973, one of the legacies of CSR

was the continued stress on experience by many in, or those
connected with the sugar industry, making change and adapta-
tion to new circumstances more difficult to achieve.!9

Edward Knox had originally built refineries, the first
in Sydney followed two years later, in 1857, by a second in
Melbourne controlled by the Victoria Sugar Co. From 1875
to 1883 these were replaced by two larger ones, to which was
added a third in Auckland, run by the New Zealand Sugar Co.
In 1887 all three companies were amalgamated into a limited
liability company, the Colonial Sugar Refining Co. Ltd. It
was intended that this new company should be distinctly
Australian in ownership. Since CSR depended on protective
tariffs to maintain — and increase — its sales of refined
sugar in the Australian colonies the Board feared that, if
the company was foreign owned, there would be demands for
the removal of the duties on the ground that they benefited
capitalists abroad. Consequently, the Board tried to increase
the number of shareholders in Australasia and discourage
the sale of shares to people elsewhere.20 The tariffs
remained, enabling this basically Australian company to con-
solidate its business in the 1890s and open two more refin-
eries in Adelaide and Brisbane.

As well as increasing its refining capacity, CSR
began to produce raw sugar. In 1869 it built in north New
South Wales three large mills which made substantial
profits.21 Ten years later the question arose of whether
CSR should increase the number of mills it had in New South
Wales or move into Queensland and Fiji. E.W. Knox wrote in
1879, the year before he became general manager of CSR:
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Personally I should wish our operations could be
restricted to New South Wales, but as sugar will be
produced in Fiji sooner or later which will come into
competition with ours, it is a question whether it will
not be better for us to take a share in the develop-
ment of the industry and in the profits.?2? ’

The same could have been written of Queensland.23
Possibly the expectation of large profits was the main reason
CSR had originally diversified into milling. Yet also im-
portant, perhaps, were the big fluctuations in the price of
raw sugar — fluctuations that were considerably larger than
in the price of refined sugar. This meant that annual profits
from refining were liable to vary substantially. Were CSR
to be involved in milling, then should the price of raw
sugar rise, so increasing input prices at the refinery, the
smaller returns from refining could be offset by higher
profits at the mill — or vice versa. Thus the company's
annual profits overall would fluctuate less widely. The
advantage of reducing risks in this way could be set against
the disadvantage of becoming more dependent on a single
commodity than if CSR had moved into a field unrelated to
sugar.

There was also the danger that if raw sugar was profit-
able in Queensland and Fiji, successful millers might invest
in the refining trade to even out fluctuations in their
profits. Already CSR had to contend with imports of refined
sugar, but was at an advantage because its transport costs
were lower and because there were protective tariffs in
New South Wales, Queensland and Victoria. If it allowed
several Australian refineries to enter the market, it was
likely that competitive price reductions would follow and
that these would erode the company's cost advantage against
overseas supplies. To avoid this, it would help if CSR
established mills in Queensland and Fiji, especially since,
as Knox suspected of Fiji, cane could be grown more cheaply
there than it could in New South Wales. If the company
obtained a commanding position in the Queensland and Fiji
industries, say by erecting mills on the most favourable sites
and meeting the bulk of Australian demand for raw sugar,
it would be harder for others to enter the business and later
to diversify into refining. Moreover, profits from milling
could be invested in refineries, thereby helping CSR to
dominate the market for refined sugar; its dominant position
could be used to defeat potential Australian competitors.

So it is likely that CSR's interest in Fiji was motivated by
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more than just the desire to make profits from milling: the

production of raw sugar would reduce the potential variabil-

ity of its profits, and would help to strengthen its refining
business in Australia and New Zealand.

The decision of CSR to invest in Fiji was decisive for
the development of the sugar industry in the colony, for
the company's mills proved far more competitive than others
which had been, or would be, established. Few mills survived
the world-wide fall in raw sugar prices during the mid-1880s
and mid-1890s, caused largely by competition from European
beet supplies. Yet, as Table 2.1 shows, there was no close
correlation between actual changes in price levels and the
collapse of sugar mills. Of the fifteen mills that were
shut down from 1880 to 1897, only five were closed within
three years of a decline in price. Nevertheless, lower
prices were important because they made it more difficult for
less efficient mills to compete. They accentuated, for
example, entrepreneurial shortcomings which were an important
reason for failure. Wilson and Murchie, who were originally
timber merchants and built a mill at Deuba in 1883,2L+ were
typical of many millers in not having had much, if any,
previous experience in making sugar. This inexperience was
evident in the frequent location of mills in the wetter parts
of Fiji which, by hindering the ripening of cane, reduced its
sugar content. The ability of mills to survive the combined
disadvantage of climate and lower prices was limited by the
nature of their ownership. They were controlled either by
proprietors whose financial resources were very small, or by
larger firms (usually financial institutions) for whom sugar
was only a small part of their total portfolio. Smaller
concerns had not the funds to increase milling capacity, while
larger companies with diversified interests did not concen-
trate resources on their sugar investments. The result was
that mills were denied the economic benefits, especially in
the development of expertise, of large-scale investment in
sugar. Several had to close in the mid-1890s when the
economic depression in Australia and New Zealand cut off
their sources of finance. The Taveuni Sugar Co., for
example, was taken over by the Bank of New Zealand Estates
Co. Ltd which closed the mill in 1896, and itself went into
liquidation the same year.23

In contrast were the greater financial resources of
CSR. Ever since it had been nearly ruined by paying a 50
per cent dividend in 1856 that had left almost no reserves
with which to weather a crisis that befell the company in
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Table 2.1

Mills known to have opened and closed in Fiji, 1873-1903

Year Price of raw sugar Mills opened Mills closed
(£ per ton) (no.) (no.)

1873 1

1874 3 2

1875 34 3 1

1876 39 1 2

1877 34

1878 34 2

1879 34

1880 40 1

1881 34 2

1882 34 1 2

1883 34 2 1

1884 25 3

1885 20 4 2

1886 16 2 1

1887 16

1888 16

1889 20

1890 16

1891 16 1

1892 16

1893 16

1894 16 1 3

1895 9 2

1896 12

1897 12 2

1898 12

1899 12

1900 12

1901 12

1902 10

1903 9 1

Source: J.C. Potts, 'The Sugar Industry in Fiji: Its Beginnings and

Note

1.

Development', Transactions and Proceedings of the Fiji Society, 17
(1958-59), 104-30.

S

Five mills have been excluded because of insufficient data regarding
the start and closure of their operations.

Includes only those mills that actually operated. One or two were
built but never used.

Where a mill is moved from one location to another, it is treated as
having been closed and then opened as a new mill.

Where the information is that a mill was closed after a particular
year's crushing season, the following year has been given as date of
closure.
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the following year, CSR had adopted a conservative policy in
financial management.26 It had given priority to a speedy
repayment of funds borrowed to overcome the crisis of the
late 1850s and, preferring to accumulate reserves out of
which future investments could be made, it never again paid
dividends remotely comparable to those of 1856. Yet the
mills and refineries built in the early 1880s could not be
completely self-financed and loans were again made, leading
to renewed emphasis at the end of the decade on keeping
dividends low so that debentures could be quickly repaid.

In 1891 the company had accumulated the equivalent of two
years' dividends as surplus profit.2” The result of this
cautious approach was that CSR was in a better position than
many companies not only to survive the depression of the
1890s but to further increase its investments in Fiji. It
had the capital to reduce unit costs by building larger mills
than others in the colony — the Lautoka mill was reputed to
be the largest in the southern hemisphere when it was opened —
and it also had the resources to 'carry' the Nausori mill,
which was unprofitable at first, till better manufacturing
techniques and improved cultivation methods enabled the mill
to yield a return.?8

Moreover, CSR's Fiji operations greatly benefited from
the extent of the company's milling interests in Australia
and Fiji. It had fifteen mills by 1903.29 With such a
heavy investment in milling CSR had a strong incentive to
increase its expertise in the manufacture of sugar, and it
was more able to finance the required research than propri-
etors with fewer mills over which to spread the cost. The
result was that CSR developed skills that far surpassed
those of other millers in the colony.30 It could also
reduce costs by purchasing in bulk for all its mills, in-
cluding those in Australia, instead of obtaining supplies in
Fiji through merchants who were found to be more expensive.3!
Furthermore, the vertical integration of its operations from
plantation (in many cases) to mill to refinery enabled CSR
to profit at every stage, thereby increasing funds available
for investment.

CSR built five mills in Fiji between 1880 and 1903.
One, at Viria on the upper Rewa, crushed for only ten years
from 1886 to 1895 when, apparently too small to be viable, it
was closed. 32 The other four were more successful, though
it took longer than expected for the Nausori and Labasa mills
to yield a return. The unfavourable climate at Nausori was
a difficulty, while at Labasa CSR was plagued for many years
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by the higher cost of preparing the land than at other

mills — drainage was a particular problem — and by being
unable to get enough cane to work the mill at full capac-
ity.33 In addition to CSR there was the Penang mill, which
after the death of D.C. Chalmers passed into the hands of
Fraser and Co. Ltd, representing his estate, and was then
sold to the Melbourne Trust Co. in 1896. 1In the same year
the capacity of the mill was enlarged with machinery from
Mago island, where a small mill had closed after the 1895
season. 3% . Its increased capacity, coupled with its location
in an area well suited to cane, helped Penang to survive

the depression and operate independently of CSR till 1926.
The other major non-CSR mill, at Tamanua on the Navua River,
was built by Stanlake Lee in 1884. Fearing that he would

be unable to compete for cane supplies with Nausori two miles
away, and being unwilling to lease additional land so that
his company could grow cane itself, Lee had sold his Rewa
mill to CSR in 1882, when it was closed.3® From the pro-
ceeds of the sale, under the name of the Fiji Sugar Co. Ltd,
he built another mill at Navua on land he had leased some
years earlier. The mill was not a financial success, largely
for reasons of climate, and soon depended on CSR support.

It was managed by James Murray, who had been CSR's first
manager at Nausori, and who in his new position was given
advice by CSR on how to make the mill pay.36 CSR also
became a major, though not the only, source of finance for
Tamanua by regularly making advances on security of the
crop. 37 Although it was not willing to take a direct
interest in the mill, perhaps because of doubts about its
profitability, CSR was anxious that Tamanua should not close.
It wanted other millers in the colony, so that they could
jointly approach government over tax concessions and the
like. Government, Knox thought, would be more inclined to
listen to several mill owners than to one who had a monopoly
in the colony. 38 It was this, among other considerations,
which decided CSEK against buying Tamanua when it was up for
sale in 1905. 39 Eventually it was bought by the British
Columbia Sugar Refining Co. Ltd which, having completely
rebuilt the mill, re-opened it in 1906 as the Vancouver-Fiji
Sugar Co. With finance available from Canada the mill was
no longer supported by CSR. Yet it still failed to make
satisfactory profits. An unsuccessful attempt was made to
sell it in 1911, 40 and it was finally closed in 1923.

In 1903 then, the year Lautoka first crushed, four
of the six mills in the colony were owned by CSR, and of the
other two only one — Penang — was independent of the
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company's control. CSR's investment, not only in its mills
but also in the infrastructure associated with them, was
considerable. It laid out an extensive network of tramlines
on which to transport cane to the mills; it built houses for
its officers, whose pleasant accommodation stood in marked
contrast to the 'lines' provided for Indian labour; and it
provided dairies and butcheries to meet the needs of its
European employees. By 1902 CSR had invested £1,373,000 in
the colony, a vast sum in relation to the size of the econ-
omy.*l It had helped sugar to become Fiji's principal ex-
port. From 7 November 1873, when sugar was first exported,
shipped in the schooner NZl De.'spelﬂandum,‘*2 exports (destined
mainly for New Zealand) had increased to 46,438 tons in 1903.
The value of the sugar was £403,318: of copra, the next most
important export, £91,051. The sugar from CSR's four mills
alone was worth well over half the colony's total exports

and re-exports, put at E554,707.L+3 CSR had not only become
dominant in the Fiji sugar industry: it had attained a
commanding position in the economy as a whole.

The Fijians as an inadequate source of cane

When sugar mills were being set up in the 1870s and
1880s, it was hoped that a large proportion of their cane
would be supplied by the Fijians. Sir William Des Voeux,
Gordon's successor as governor, expected cane cultivation
to become increasingly popular with Fijians.L'!+ And, indeed,
by the turn of the century they were growing it as a tax
crop under the supervision of government in Tailevu, Rewa,
Naitasiri, Ba, Ra, Namosi and Serua. Each province was
assessed for tax, and if the value of the crop handed to
government exceeded the assessment a refund was paid to the
province concerned. In 1884 Fijians produced 8,884 tons,
about 12 per cent of the total cane crushed that year. 1In
1900 their output had risen to 15,447 tons, but as a propor-
tion of the colony's total it had fallen to under 6 per
cent.*®> In the next ten years output was to decline so
that the percentage was to fall even further, with the result
that on the eve of World War I Fijian cane was making a
negligible contribution to sugar production in the colony.
The reason was that Fijians hated growing cane, as was dis-
covered by officials like W.L. Allardyce, who in 1896 des-
cribed his earlier experiences with the Namosi people:

They certainly were a most unreasonable, uncouth, and
untractable lot, they smashed the trucks and they bent
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the tramline, they skulked, they practised every known
native wile and a good many others which they had
learnt from the European, but I was quite as determined
that they should produce cane as they were determined
to make the attempt a failure."“®

It was suggested by some officials, as well as by others,
that Fijians be allowed to pay tax in cash rather than kind.
In 1887 government reluctantly permitted Bauans to meet part
of their tax assessment for that year by cutting cane at one
shilling a ton on CSR's Nausori and Vuci Maca plantations,
but Thurston (governor, 1888-97) refused to treat this as a
precedent and a proposal in 1896 that Fijians at Labasa be
allowed to do likewise was rejected.“’ Thurston's success-
ors were, however, less sympathetic to the native tax system
and in 1902, despite opposition from Allardyce as Colonial
Secretary, the governor (Sir Henry Jackson, 1902-04) began

a process of commutation for cash which was to kill the
system for good."8

The trouble with cane was not just that Fijians, like
most people, objected to paying tax: it was that the attrac-
tion of a refund by producing more than was due to government
did not generally appeal to them. This was partly for
cultural reasons. It was also because a relatively small
amount of labour was required to grow subsistence crops.
'How easily they can supply their own simple needs in their
own homes', Miss Gordon Cumming remarked in 1885.49 Income
from cash crops would have had to be high to induce Fijians
to switch from their traditional subsistence crops to crops
which required more work. If returns were not high, it was
likely that the willingness to earn cash would partly depend
on the amount of surplus labour available. If Fijians had
plenty of spare time, the opportunity cost of involvement
in the money economy would be low. Now the comparatively
small labour inputs needed for subsistence crops meant that
often there was a certain quantity of labour to spare, but
this was reduced in the late nineteenth century by a decline
in the Fijian population from perhaps 140,000 before Cession
to 105,800 in 1891, and 94,397 ten years later.°0  Though
there were fewer mouths to feed, the amount of labour
required for communal tasks (church building, etc.) was
likely to have remained fairly constant, so that the amount
of surplus labour would have fallen and with it the desire
to produce crops for sale.
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The desire was reduced still further by the nature of
European capitalism in Fiji. Fijians had been exposed to
the cash economy for a relatively short time, and what they
had seen had been goods which were comparatively expensive
largely because of transport costs, and the practice of charg-
ing in the stores a higher price to Fijians than to Europeans.
High prices would have had less effect on the willingness of
Fijians to earn cash if they could have expected high money
returns as a result of their labour. The larger the returns,
the fewer hours they would have had to work to buy goods that
appealed to them. But cane was a crop which did not give
Fijians a high income. It was suggested in 1902 that on the
Rewa the equivalent of thirty days' work at cane earned a
Fijian only 25s 8d. Returns in Ba, where the climate was
better, were much higher, but nowhere near as good as the
27s 0d that could be earned in only threee days by producing
three hundredweight of copra. It was not surprising that of
an estimated £100,282 received in cash by Fijians in 1901,
£42,880 was thought to have derived from copra produced for
non-tax purposes, whereas the amount from cane which was grown
in areas unsuited to copra - was nil. The income from cane
was also lower than from traditional subsistence crops.52
Though at first government did try, the reluctance of
Fijians to grow cane discouraged officials from improving
cultivation methods such as applying manure, which would
have required additional expenditure and so reduced the
size of the refund in the short term and made it even more
difficult to obtain Fijian co-operation.®3 Yet since in the
long run the absence of manure meant that the soil was more
easily exhausted, the returns from land and labour were
reduced by lower yields and the extra work involved in
preparing new ground. Another problem was that tax farms
were often located some distance from the village — twenty
miles was not uncommon. Sometimes bure had to be built
and food gardens planted adjacent to the cane plot to
eliminate the need for daily travel. All this added to the
time required for growing cane and increased the opportunity
cost involved. There were frequent complaints that the
time could have been spent on work in the village. In 1902
it was also reported that some Fijians were objecting
because cane entailed work between July and December when,
under the village 'Programme of Work', they would have been
free to find employment in Suva at wages up to £3 or £4 for
ten days' work. Even without the problems of yields and
travel, it is most unlikely that the opportunity cost of
growing cane would have been so low to make it attractive
to Fijians — except occasionally in the west of Viti Levu
where the climate and soil were more suited to cane.>"
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The basic problem was the miller's need for cheap cane.
This meant that under labour intensive methods of cultivation,
which were characteristic of sugar plantations in Fiji, what
was required was a cheap supply of labour. In a situation
of 'subsistence affluence' and with low money aspirations,
just as they had been reluctant to become plantation labourers
for long periods of time, so Fijians hated working for a low
income by growing cane themselves.®> Instead, they often
preferred to lease surplus land so that cane could be grown
by others. The terms on which they could do this were made
more attractive to would-be tenants in 1896 when, to overcome
the disadvantage of twenty-five year leases embodied in
Ordinance 21 of 1880, government began to lease for ninety-
nine years native land which was sub-let to Europeans on
fifty-year terms. Ordinance 4 of 1905 permitted settlers
to obtain these long-term leases direct from Fijians, and
also for the first time legalized the alienation of native
land. Between May 1905 and April 1908, 104,142 acres were
sold to a variety of purchasers when, following pressure
from Lord Stanmore (formerly Sir Arthur Gordon), the Colonial
Office put an end to the sales.56

With fewer Fijians after the 1890s working for planters
as casual labourers, rent became the principal way in which
they shared the profits from sugar. Yet their share was
small. At £5,989, rent from all leases (including those out-
side cane districts) was only about 6 per cent of the esti-
mated total cash income received by Fijians in 1901.57
Moreover, though income from rent would increase with the
subsequent expansion of sugar production (Lautoka had not
yet opened) and the settlement of Indians, before 1915 the
terms on which many large blocks were leased to Europeans
contained no provision for the frequent reassessment of
rent.%8 Consequently, as land values rose rents fell
below — often way below — the free market value of the land.
The commoners' income from rent was particularly small, since
chiefs were entitled to 30 per cent of the rents in areas
under their authority. On a per capita basis, this left
relatively little for distribution to those who were not
chiefs. Usually it was land of the best quality that was
leased. The result was that when the Fijian population
began to grow after World War I, villagers increasingly had
to plant food on less fertile soil, so reducing the surplus
labour available and with it, perhaps, the incentive to
play a greater role in the cash economy. Thus, although
their willingness to leave the cane supply to others was
not the only factor influencing the development of planta-
tions, the extent of European landholdings and the number
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of Indians imported did owe something to the tendency of
Fijians to become spectators of, rather than participants in,
the cultivation of cane.

So it was that a plantation enclave developed in the
economy, thereby benefiting members of the uneasy alliance
forged after Cession between government, the chiefs and
European capital. The chiefs gained from government's
restraint on the activities of early settlers and from a
large share in the rents obtained from cane lands.5% Govern-
ment to a great extent had established order, and saw its
revenue increase through the stimulus to trade provided by
overseas capital, notably CSR. And CSR used Fiji to supply
its refineries with raw sugar. The development impact of
the industry through the creation of social and overhead
capital, the bringing of idle land into productive use, etc.,
created jobs which enabled many immigrants to escape from
destitution in India. To a limited degree commoners bene-
fited from the receipt of rent. Along with Indians, they
also gained from government transfers (made possible by
increased revenue), though these were small.

Yet constraints imposed by overseas markets and by
the state of sugar technology meant that the industry could
survive only if it was supplied with cheap labour. This
restricted sugar's contribution to economic development. In
contrast to other parts of the world where the spread effect
of plantations was limited because members of the indigenous
population were employed at low wages, the effect on Fijians
was small because they disliked any involvement (except as
recipients of rent) in the cultivation of cane. Though, in
explaining this, account has to be taken of factors like
'subsistence affluence' which influenced the Fijian response,
the lack of incentive caused by sugar's dependence on cheap
labour was crucial. It is also important that, by occupying
large areas of top quality land, plantations probably dis-
couraged Fijians from developing commercial agriculture them-
selves. Instead of employing Fijians as cheap labour, or
cheap suppliers of cane, the Indians were imported. Although
many might have been materially better off than if they had
stayed in India, immigrants were certainly cheap as far as
Fiji was concerned. The tendency for wages of free Indians
to exceed one shilling a day indicates that the statutory
minimum wage of indentured labourers was below what would
have prevailed had there been a free market in labour; and
even the free wage was not enough to induce immigrants who
eventually settled on the land to seek wage employment for
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more than short periods at a time.®0 Still worse, during

the 1880s and 1890s plantation wages were usually less than
the statutory minimum.®! On top of this was the high mortal-
ity rate on plantations, at least before the turn of the
century, and the humiliation suffered by Indians under the
indenture system. The harsh treatment of indentured labour-
ers in a whole host of ways led them to describe life on
plantations as 'nmarak' — hell.®2

Within a few years of Nausori opening, acute observers
in Fiji recognized a conflict of interest between the colony
which grew the cane and CSR, which was mainly concerned with
processing and marketing it. Dr T.P. Lucas, a visiting
botanist in the 1880s, reported the views of almost certainly
Thurston, with whom he agreed:

I was informed for a positive fact that a high govern-
ment official, who had been largely instrumental in
securing the establishment of colossal sugar companies,
had acknowledged that, instead of a benefit, they had
brought a bear into the country.63

CSR, more than all the rest, was the type of investor Gordon
and Thurston had wanted to attract to Fiji, but it soon
became clear that many in the colony would be far from
attracted to the investor.



Chapter 3

The plantation system, 1880-1914

CSR had originally hoped to buy cane, as it had in
New South Wales, from planters already living in the vicinity
of its mills, the company itself growing enough only for
experimental purposes and to even out fluctuations in supply.1
This objective was never abandoned, even though to obtain
sufficient cane CSR had to develop plantations on a far larger
scale than intended. By 1914, however, most of these had
been leased to overseers who, instead of working for the
company, farmed on their own behalf. Because CSR's mills
were much bigger than those at Penang and Tamanua (Table 3.1),
this decentralization of the plantation system became
characteristic of the Fiji industry as a whole — a character-
istic of great importance not only for CSR-government rela-
tions, but because it increased the profitability of the
company's investments in the colony. In the long run it also
reinforced CSR's position as a miller rather than grower of
cane, making it easier for the company to turn to Indians
for supplies after World War I. To some extent, the planta-
tion system devised before 1914 was a prerequisite for what
would come later.

Table 3.1

Maximum daily output of sugar mills in Fiji, 1914

Penang 40 tons raw sugar Nausori 105 tons raw sugar
Tamanua 60 Rarawai 125
Labasa 100 Lautoka 142

Source: Escott to C.0., 467, 30 Dec. 1914, C.O0. 83/123.

CSR's preference for the central mill system, whereby
cane was purchased from outside suppliers, owed much to the
attitude of politicians to the company, aptly expressed by
Thurston in 1880. 'It would be a good thing if they invested,
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but not if they got all they want.'? This remained the

official view in Fiji till the company finally withdrew
ninecty years later. As CSR's importance to the economy grew,
government's desire that the company should remain increased.
Whenever officials felt that CSR might be forced to withdraw
they would intervene — however reluctantly — to provide it
with support. On the other hand, government never wanted
CSR's interests to be paramount. There were those of the
Fijians to be considered as well, and of the European
community apart from CSR. So long as the company remained,
government was willing to act — over taxation, for example —
in ways that would reduce the profitability of sugar milling
but benefit others in the colony. Of course CSR could —

and did — threaten withdrawal on such occasions, but threats
alone were not very effective, especially if the company had
failed to act on them before. Would CSR really sell its
investments in Fiji, and risk the loss of capital as a result
if, say, govermment increased taxes by only a small amount?
Clearly it would not, unless the increase made the mills
unprofitable. In its relations with CSR, then, it seemed
that government might have had considerable room for
manoeuvre.

From early days CSR was well aware of the danger that
officials might act in ways which would be contrary to the
interests of the company. In the late 1880s the Queensland
government had proposed discriminatory taxation of CSR, and
had levied heavy duties on machinery for the mills.3 There-
after, the company felt vulnerable because of its dominant
position in the Queensland and Fiji sugar industries. It
was an easy target for those who resented its influence, and
a constant temptation for politicians who wanted to raise
taxation. The company needed to strengthen its position by
spreading risks — in an economic sense by reducing its invest-
ment in plantation work, and in a political sense by in-
creasing the number of planters engaged in the industry in
order to enhance the latter's influence with government. As
Knox explained in 1899:

This system of purchase from growers, we have only

been able to adopt to a very small extent in Fiji,

and it has many advantages. It reduces by one-half

the amount of capital which the mill-owner has to

find; it places between the manufacturer and the legis-
lature a large number of permanent settlers, each of
whom has a direct personal interest in securing fair
and reasonable treatment for the industry with which
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he is connected; and it thus gives the business a
stability which would otherwise be wanting, and
furnishes to the investor some security that the
capital he sinks in plant and buildings shall not be
made unremunerative by undue taxation."

There was a strong political motive behind CSR's preference
for the central mill system.

To this was added a second factor — the need to
minimize labour costs in growing cane. Sugar plantations
have traditionally employed a labour intensive form of
production, so that labour expenses form a large proportion
of total costs. When discounted over the life of a planta-
tion, land, the other major cost, was much smaller than
labour. Now where, as in British Guiana, the main source
of profit from raw sugar derived from growing rather than
milling cane, companies specialized in maximizing returns
from labour in the field. For CSR, its background as a
refiner turned miller meant that initially, except from
refining, it earned profits solely from the manufacture of
raw sugar, because when it first opened mills in New South
Wales, the company tried to reduce the risk of embarking on
a totally new venture by obtaining cane from outside
suppliers, instead of developing plantations itself. The
result was that E.W. Knox, who was responsible for the mills,
concentrated on acquiring an expertise in the manufacturing
process. Though he was also interested in cultivation
methods, when he travelled to the West Indies in 1876 Knox's
chief concern was to learn how to increase efficiency in the
mills, and this preoccupation continued after he became
general manager. The company made great advances in the
application of chemical research to the crushing process,
so that by the 1890s it had developed techniques in milling
that were, perhaps, almost unrivalled in the rest of the
world. Chemists became some of the most influential people
in the company, and in the future mill managers were to be
frequently drawn from their midst.® This early specializa-
tion in milling meant that CSR knew relatively little about
cultivation when, following its expansion to Fiji and Queens-
land, the company itself began to grow cane in large
quantities. The fall in sugar prices in the 1880s and 1890s
intensified company efforts to improve the quality of
cultivation, and hence returns to labour, both on its own
estates and those of independent planters. Yet, as head
office acknowledged in 1902, the achievements in milling
were not matched by comparable successes on the plantations.6
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So when faced with difficulties in reducing field expenses,
the company's reaction was to lease estates in the hope that
tenant planters would have more success.’

Experience showed that planters were, indeed, better
able than CSR to control labour costs. It was found that
they worked labour more efficiently than did overseers
employed by the company. In 1908 one CSR tenant was quoted
by Knox as working with eighty-five to ninety men an estate
on which CSR had had to employ up to 130. Though part of
the reduction was said to have been due to the planting of
Badilla, a better variety of cane, most was due to 'more
interested supervision' — planters were more profit conscious
than overseers. Another saving — of up to £150 a year — was
to hire Indians as ploughmen instead of using Europeans as
did CSR,or for the planter to do the ploughing himself.8 On
top of this was the point that if CSR ran a plantation it
expected to make a return on investment over and above the
costs of labour and supervision. For a self-employed planter
though, the cost of supervision and return on capital were
indivisible. He was more willing to combine a good yield
from investment with a low salary (or an acceptable salary
with a low capital return) in exchange for the advantage
he perceived from being self-employed. In effect, supervision
costs could be reduced, enabling the cane to be bought still
more cheaply than if it had been grown by the company itself.
The task for CSR, then, was to find an outside source of

supply.

European contractors

One possibility was that planters on non-CSR land,
known as contractors, would become important producers of
cane. In 1880 settlers on the Rewa had agreed to grow cane
for the company till 1892 at 10s 0Od a ton but, as CSR
privately acknowledged, this price proved to be well below
the actual cost of growing cane. Even with a bonus of 2s 6d
in 1884 and 1885, planters like J.C. Smith and W. Orr were
unable to eke from their estates more than a nominal return.?
The reason was largely the inflation that followed the
expansion of CSR in the early 1880s. With a shortage of
Indian labour because of delays in organizing a regular
supply, initially planters and CSR had to rely heavily on
Fijians and 'Polynesians'. The price of the latter had
risen sharply by the mid-1880s, in part because CSR's move
into Fiji and Queensland had helped generate a greater demand.
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The cost of feeding the labour in Fiji with locally grown
subsistence crops had also increased because of the larger
number involved.l!? on top of higher labour costs, planters
were required by CSR to reduce the number of crops taken
from the land each year. The practice had been to harvest
cane in Fiji three times in two years, but CSR insisted on
only one crop a year in order to allow the cane longer to
mature. The miller benefited from sweeter cane while planters
were faced with a lower income than expected.l! They were
not compensated with a demonstration by CSR of cultivation
techniques which would have enabled them to farm profitably
despite higher costs and fewer crops. Draught animals, for
example, were not used on CSR's plantations at Nausori till
the early 1890s, so that labour costs before then were
particularly high.12 The only way that cane could have
been made profitable for planters in the 1880s would have
been for CSR to pay a price substantially higher than 12s 6d.
Planters asked for 15s 0d, and this was probably not much
more than was needed to earn a reasonable return. Yet the
fall in raw sugar prices from the mid-1880s, coupled with
early difficulties in making CSR's plantations economical,
prevented the company from raising the price. Instead, the
2s 6d bonus was withdrawn in 1886 and 1887, and was only
partly restored from 1888 to 1891 to bring the price up to
11s 0d.13

It was hardly surprising that planters found themselves
growing cane not out of choice but because they were bound
by contracts signed in 1880. They were reluctant farmers,
eager only to dispose of their land. Indeed, as Knox real-
ized, originally the big landowners had had no intention of
growing cane for long. They had wanted to attract sugar
mills simplz because they had expected a rise in land values
to result.! So it was quite natural in 1882 for Sahl to
exploit CSR's need of his co-operation by borrowing from the
company funds with which to buy out Rabone, Feez & Co.'s
interest in the land of F. & W. Hennings, and the next year
to join J.C. Smith in trying to sell his properties on the
Rewa.l!S But these would-be speculators had little success,
for other Europeans, if not in the market as sellers them-
selves, either lacked the desire to buy because cane was
unremunerative, or the means to buy because CSR, which
financed those who grew sugar, made advances only for cultiva-
tion.l® Enquiries were made by some Melbourne capitalists
about buying land so that another mill on the Rewa could be
built, but CSR prevented its contractors from selling for
such purposes, and interest from Melbourne waned after the
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price of sugar fell in the mid-1880s.l7 CSR itself did not
want to buy properties that were already under cane because
the capital outlay would have done little to increase
supplies, but it was eventually forced — much against its
will — to take over such land. Contracts were due to expire
at the end of 1891, and it was clear that with little pros-
pect of being able to repay what they owed CSR, or of being
able to sell at a profit to anyone else, planters would
insist that the company take possession of their property

as settlement of the loans secured by it. To ensure that a
crop would be prepared for the 1892 season, CSR began to
take over planters' land in 1889, though it refused to
acquire that belonging to Sahl who, owing £27,500 in October
1887, had borrowed more than his properties were worth.

Sahl continued to grow cane for the company till able to
sell his land in the 1890s, when values began to rise slowly
as free Indians started to settle around plantations, and

as the cultivation of cane became more efficient.l!® Failure
of the original contractors on the Rewa to meet CSR's needs
was matched by the refusal of several European landowners

to grow cane for the company's mills at Rarawai, Labasa and
Lautoka. Having bought land for speculative purposes, or

in the case of financial institutions having foreclosed on
the original purchaser, owners — often living abroad — were
content merely to await the benefit of rising land values
following the construction of CSR's mills, and to force the
company itself to buy land it wanted put under cane.!

Thus CSR acquired land on which to grow cane itself,
and once it started to do this the company found that the
very nature of plantation enterprise encouraged it to
increase the area of land in its possession. By increasing
the supply of cane CSR could reduce the unit costs of milling,
and this was important on several occasions in persuading
the company to secure additional land at each of its mills.
Moreover, once CSR had decided to grow cane it had to employ
a large labour force to prepare the land for planting. Yet
apart from seasonal periods of high demand for cultivation
and harvesting, after the land had been cleared the numbers
needed on an estate for most of the year were much reduced.
Thus the problem arose of how to employ men during slack
periods. Noting 'a plethora of labour' at Nausori in 1886,
CSR's head office urged that more land be leased from Fijians
to provide employment opportunities during the slack season.
To this was added, especially after 1900, an incentive to
acquire land for speculative purposes. Rising values en-
couraged CSR to obtain more than was needed for its immediate

20
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requirements, so that by 1914 the total area under the
company's control was over 100,000 acres.?? The acquisition
of land by CSR helped bring about a social transformation

in districts where sugar was produced. The company was
prominent among a new set of landholders who were replacing
original settlers in much of the colony.23 Many of these
new men, if they did not farm themselves, leased their land
to those who took advantage of improved cultivation methods
and grew cane for CSR. These contractors became an important
outside source of cane for the company. Yet because of the
extent of the company's landholdings they were not- so im-
portant as the tenants who occupied most of CSR's plantations
on the eve of World War I. The leasing of CSR's estates,

in fact, enabled the company to realize its original aim of
relying on outside growers for the bulk of its supplies.

The leasing of CSR's plantations

The process of leasing estates, mainly to plantation
managers but also to 'others possessed of some little
capital',Z“ began in 1890 and, though initially slow, pro-
ceeded more quickly after 1900 as the demand to lease grew.
Given the failure of contractors to grow cane profitably on
the Rewa in the 1880s, the desire to lease company planta-
tions appears, perhaps, a little surprising. It was due,
however, to a conviction that improved circumstances had
made the cultivation of cane economically viable. Now
this improvement was not the result of an increase in raw
sugar prices for, in fact, Table 3.2 shows that the exact
opposite had occurred. Nor did it arise from advances
made in milling techniques which might have allowed CSR to
pay more for cane despite low prices, for on the contrary,
whatever the developments in milling, after 1897 the price
of cane was reduced (Table 3.3). Nor was it due to the
construction of mills at Rarawai, Labasa and Lautoka where
the climate was more suited to cane than on the Rewa, for as
far as planters were concerned the benefit of this was offset
when, in 1898, the other three mills began to pay a lower
price than Nausori for cane of equal quality. Rather, con-
fidence in the profitability of cane increased because
cultivation methods were being improved. 1In the early 1890s
labour saving devices, such as the use of draught animals,
were introduced; the soil was allowed to rest longer after
cropping; green manure was applied before re-planting; and
to help the soil, trash was saved instead of burnt. Improve-
ments like the earlier planting of cane to give higher



Table 3.2

Quantity and value of sugar exports, 1882-1914

(f.o.b.)
Year Tons Value Year Tons Value
exported Total Per ton® exported Total Per ton®

(%) (£) (£) (g)
1882 1,731 58,857 34 1899 28,403 340,603 12
1883 5,163 175,555 34 1900 32,961 393,987 12
1884 8,729 218,224 25 1901 31,751 380,155 12
1885 10,586 211,729 20 1902 35,905 347,691 10
1886 11,716 187,456 16 1903 46,438 406,318 9
1887 12,831 205,294 16 1904 52,138 469,391 9
1888 16,916 270,649 16 1905 58,488 539,594 9
1889 13,178 263,554 20 1906 38,523 347,198 9
1890 15,291 244,655 16 1907 66,597 602,820 9
1891 20,470 327,526 16 1908 66,149 647,306 10
1892 18,883 302,133 16 1909 60,825 607,969 10
1893 15,389 246,231 16 1910 61,761 669,432 11
1894 27,265 436,245 16 1911 72,834 797,274 11
1895 23,210 208,889 9 1912 61,718 671,712 11
1896 27,334 336,929 12 1913 94,710 1,041,927 11
1897 26,991 323,830 12 1914 93,773 1,023,914 11

1898 34,156 409,884 12

Source: J.C. Potts, 'The sugar industry in Fiji', Appendix 1.

aApproximate figure per calendar year, not per crushing season.

LY



48

Table 3.3

Price of cane bought from Europeans on the Rewa, 1882-1914

Year Price (including bonus)

1882-3 10s 0d

1884-5 12s 6d

1886-7 10s 0d

1888-91 11s 0d

1892-7 12s 6d

1898-1901 12s 6d for cane of 11 per cent P.0.C.S.

1902_14 los Od 1A " n 1A n n n

Sources: Knox to Tucker and Orr, 13 May 1886, Fiji Out 1880-
92, 3 (1885-87), 217-18; H.O. to Nausori 6 June
1888, Fiji Out 1880-92, 4 (1887-88), 295-300; H.O.
to Nausori, 6 June 1889, Fiji Out 1880-92, 5 (1888-
89), 340-44. H.O. to Nausori, 14 Nov. 1890, Fiji
Out 1880-92, 7 (1890-91), 49-50; H.O. to Nausori,
5 Aug. 1891, Fiji Out 1880-92, 7 (1890-91), 469-70;
H.O0. to Nausori, 5 Nov. 1898, Nausori Out, 7 (1897-
99), 438; Knox to Escott, 1912, Nausori to H.O.,
Private letters May to Dec. 1912,

Notes: 1. Before 1898 no standard was specified, the same

price being paid for all cane regardless of quality,
though cane below 8 per cent P.0.C.S. was rejected.
P.0.C.S. (Pure Obtainable Cane Sugar) is calculated
from the analysis of cane and forms a basis for
assessment of the percentage of cane sugar recover-
able under specific conditions of manufacture. The
price was reduced or increased according to whether
the P.0.C.S. measurementof a farmer's cane was below
or above the standard. At Nausori the standard was
fixed at 11 per cent, but it was 13 per cent at the
other Fiji mills where cane was normally of a higher
quality (see Table 3.4). The introduction of pay-
ment by quality in 1898 represented a fall in price
for most Rewa planters, who were accustomed to pro-
ducing cane of below 11 per cent P.O.C.S.

2. Before 1892, 4d a ton was deducted for tramway
hire. After 1892 no deduction was made.

3. From 1898 to 1901 a variety of prices ruled.
Most planters received 12s 6d per standard ton,
but some received less.
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quality continued to be made, and new varieties were tried.
Malabar, a superior cane to that grown hitherto in Fiji, was
being widely planted in 1901. Within a few years it was
replaced by the even better variety, Badilla. By the late
1890s advances in cultivation methods, though not as spec-
tacular as achievements in the mill, had transformed the
economics of growing cane in Fiji. Even on the Rewa cane
could yield a profit to those who were reasonably efficient.?2?
Moreover, CSR tenants found they had a particular
advantage over contractors: they often had to pay less in
rent. This was because many contractors occupied land leased
from other Europeans, who were determined to maximize their
income from rent. In the 1880s, for example, Sahl leased
some of his Rewa property, at a rent that CSR thought was
more than the land was worth, to W. Orr, who was tied to the
land at an excessive rent and with an unprofitable crop
presumably because he had financial obligations to his land-
lord.26 Though men like Sahl were replaced in the 1890s
by a new set of property owners, the latter behaved no
differently. There was J.B. Turner, who originally grew cane
for CSR but found that it was more profitable to lease his
land instead. In 1910 it was alleged that on one of his
Rewa properties, bought for between £1,300 and £1,500, Turner
was charging rent of £420 a year.?’ 1In Knox's view, land-
lords were charging 'exceedingly high rents' at the other
mills as well.? The result was to raise cultivation expenses
so that in one or two cases rent became the most important
single item of cost.29 CSR on the other hand, perhaps hoping
this would keep down rents on non-company land and wanting
to minimize the cost of cane, charged lower rents than were
paid by contractors. It hoped that eventually the subsidized
rent could be recouped in lower cane prices.30 On top of
this was the advantage to tenants of being self-employed,
of not being absentee owners as were some of the early con-
tractors and, therefore, of not needing to share the proceeds
from cane with agents appointed to look after their farms.
Thus overseers became increasingly attracted to the idea of
leasing plantations from CSR.

For the company, there was the hope of cheaper cane.
Indeed, its decision to part with some of its estates was
an extension of measures taken to reduce plantation costs in
the late 1880s. Following a visit to Fiji in 1886, Knox
suggested to the Board that staff should receive a proportion
of any cost reductions that were made — 'Personal interest
will always ensure personal supervision.'31 For the Nausori
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plantations nine shillings was taken as the standard cost

of producing a ton of cane: plantation staff were to benefit
if expenses fell below it. But nine shillings was much less
than the existing cost of growing cane on the Rewa, and no
bonuses were paid to those outside the mill.32 The incentive
to earn a bonus fell as the frustration of trying to limit
costs below an unrealistic standard grew. The leasing of
plantations, however, increased the incentive to reduce
costs. In effect the standard was raised to 12s 6d — the
price of cane from 1892 to 1897 — and instead of being able
to keep only part of the savings made below the standard,
farming leased estates on their own account, planters could
retain the whole of the reduction as profit. In keeping
with its overall objective, the first plantations CSR tried
to dispose of were the ones it found least profitable to
farm. On the Rewa, for instance, there was Bau Levu on which
the company expected to grow cane at 17s 0Od a ton in 1893,
but where the actual cost proved to be £1 13s 2d.33 With
the company willing to pay only 1l2s 6d a ton it was, perhaps,
amazing that after several years of trying CSR found someone
to take over the plantation. Mr John Rennie leased it in
1894 and, benefiting from improved cultivation techniques,
made some profit from it. But the profit was not large
enough to induce him to re-lease the land on terms acceptable
to the company, and he was replaced by another tenant in
1899.3% As cultivation costs fell the number of overseers
wanting to lease plantations increased and, despite the
lowering of cane prices in 1902, this demand continued to
grow. By 1904, 65 per cent of the cane crushed at Nausori
was supplied by Europeans (including contractors), 20 per
cent by Indian growers and only 15 per cent by CSR.3%

Since the company had always found it difficult to
grow cane economically at Nausori, it was not surprising
that the leasing of estates proceeded faster there than at
its other mills. For example at Rarawai, where more planta-
tions had been let than at Labasa and Lautoka, in 1906 just
under 40 per cent of the cane was drawn from outside sup-
pliers.36 There, as at Nausori, the least profitable planta-
tions had been leased — the ones furthest away from the mill
and so more difficult to supervise, or those on less fertile
land where returns were comparatively low. The result was
that working the most profitable land itself, CSR found in
1904 that it could grow cane at Rarawai for less than the
cost of purchased supplies.37 Consequently W.A. Farquhar,
the company's roving Inspector, opposed the further leasing
of a large number of plantations in case the overall cost
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of cane should rise. Because CSR would have to ensure that
cane was remunerative to the 'average' producer, it would
need to pay a price that was higher than the cost to the
company of growing cane on its most profitable estates.
Furthermore, since in the allocation of plantations priority
would have to be given to overseers who had been longest in
the company's service, CSR would be left with less experienced
men who would be likely to work the remaining plantations

less efficiently.38

Yet from about 1905 CSR came under increasing pressure
to part with a larger proportion of its estates. This was
not just because it needed the benefit 'of strengthening
our position with the government' as Farquhar put it, though
Knox later recalled that this was a factor.39 Rather, the
leasing of a greater number of plantations was seen as
essential if the company was to retain control over its
labour, and thereby stabilize costs. The problem was two-
fold. First, there was growing discontent among overseers
who, seeing 'small fortunes' being made by planters like
M.C. Carr at Nadi, wanted CSR to give more opportunities for
officers to start on their own. Unrest among overseers was
so great that in 1907 Farquhar was forced to recommend the
lease of three plantations at Nadi to six overseers. Several
estates were also leased at the other mills.“? The result,
however, was to increase dissatisfaction among those who
remained with the company. Tenants who had leased CSR land
in 1907 were very successful, forcing Knox to admit: 'It
is true that we parted with our Nadi land too cheaply, and
that the blocks were too large.'L’1 This had enabled the
tenants to make substantial profits so that, with those who
had been doing well over a longer period, they had become
the envy of men still in the company's employ. Though Knox
purported to be unmoved by pressure from overseers to lease
plantations, the danger for the company was real. Frustra-
tion was likely to be expressed in slack supervision of
labour, or in a tendency to 'take it out' on those being
supervised. Either way, labour would become more difficult
to handle, the quality of work would fall and the cost of
cane rise.

Fear of this happening would have been particularly
acute in 1908, when trouble with labour caused a scare among
company staff in Fiji. CSR attributed the problem to the
working of new Indians by inexperienced overseers — the
inevitable result of recent expansion by CSR and the leasing
of its estates to more experienced men — and felt that the
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solution would be for government to discipline more severely
labourers who broke the law. Govermment's view on the other
hand, as reported by Farquhar, was that the problem was
largely 'our own competitive system of working one plantation
against another', and that 'the trouble with the coolies

was mainly due to us squeezing the last drop out of them,
whereas the truth is the contractors always get more work
done than we do'.%? Noting that relationships between tenants
and their labourers were better than between overseers and
Indians, presumably because tenants took greater care of
labour in order to increase its productivity, Knox suggested
in 1908 that the answer would be to lease nearly all the
company's plantations. The latter were rapidly divided into
estates of 400 to 1000 acres, preference being given to those
who had been longest in the company's service and who had
little hope of further promot:ion.L+3 By World War I the bulk
of CSR's cane was bought from these tenants. The problem now
was to prevent the realization of fears by Farquhar and others
that the widespread leasing of estates would cause a rise

in the cost of cane to the company. In fact, what instru-
ments of cost control over planters did CSR have?

Control over planters

Traditionally, the company had regulated the cost of
outside cane by altering the price paid for it. Though it
had wanted to see other mills established in the colony,

CSR had opposed their location in the vicinity of its own
mills, lest by competing for cane supplies they limited the
company's ability to determine the price it would pay.

CSR had fought particularly hard to obtain a monopoly of
milling on the Rewa. It had acquired land with the object

of preventing a rival mill from being established,““ it

had purchased Stanlake Lee's mill in 1882 knowing that this
would tend 'to club competition' on the river and enable

CSR to offer a lower Brice for Fijian tax cane than that
currently being paid, > and the following year it had blocked
an attempt by Sahl's partners to sell one of his properties
to prospective investors in a mill that would have competed
with Nausori.“® The biggest challenge to CSR's position had
come in 1884 when the Rewa Plantation Co. Ltd, having changed
its name to the Rewa Sugar Co. Ltd, transferred its mill to
Koronivia and increased its capacity. Needing a larger
supply of cane it had planned to acquire a property belonging
to Henry Eastgate, who had contracted to grow cane on it for
CSR. The latter had taken Eastgate to court in defence of
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its contract and as a deterrent to others, but the Chief
Justice had found partly against the company. The matter
was so important that CSR had considered an appeal to the
Privy Council, but had been spared this by the intervention
of a shareholder in the Rewa Sugar Co., which had conse-
quently agreed to do nothing that might damage the interests
of CSR.%7 The company's position was not fully secured,
however, till 1894 when the Rewa Sugar Co. closed, leaving
Nausori with a monopoly of milling on the Rewa — a position
similar to CSR's other mills in Fiji. The result was that
the company had substantial control over the price of cane
and could use this to regulate the cost of outside supplies.

But price was a relatively blunt instrument for this
purpose. It could not be used to discriminate between
planters on unusually fertile land and those who were not.
Different prices for different planters would have caused
unrest, while a uniform price had to be fixed at a level that
would enable the average farmer to cover his costs. Thus
when CSR leased plantations after 1908, it was unable to
reduce the price of cane grown on what used to be its most
profitable estates. Yet, as Farquhar had stressed, if CSR
bought cane from these exceptional plantations at the pre-
vailing price, it would be paying wore than it would have
cost the company to grow the crop itself, and the total cost
of cane would rise. The answer was for CSR to regulate
the incomes of its tenants in line with the profitability
of each estate by varying the rents that were charged.

After deducting its own outgoings for land held on lease,

the company could set the balance the proceeds from rent
against the price of cane and so reduce the overall cost

of supplies. This had been company practice for a number

of years, making it natural in 1908 for Farquhar to suggest
that if estates were leased, rents should be fixed 'suffi-
ciently high to safeguard our interests, for we can — as

has often been done — always lower a rental if it proved

too high, but we can never raise it'.*® His advice was

taken: high rents were charged, and in addition high valua-
tions were put on improvements taken over by incoming tenants.
Since most overseers had little capital, these valuations
were treated as an advance, tenants being expected to reduce
their indebtedness to CSR at the rate of £500 a year, but it
soon became clear that rents were too high to enable them

to do this. At the end of 1912 CSR wrote off arrears, amount-
ing to £35,000 at Labasa, and allowed those who had become
tenants since 1908 to start afresh with lower initial valua-
tions and much reduced rents.*% 1In effect, CSR had decided
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to accept an overall increase in the cost of cane, but it
had limited the rise by not having to pay more for cane from
contractors or tenants who had leased company land before
1908. Beside having more satisfied tenants, in the short
term the company could expect compensation for the higher
cost of cane from the enhanced ability of tenants to repay
at least part of what had been spent on improving the land:
in the long run, as tenants bettered their position, CSR
could hope to reduce the scale of its advances and employ
more profitably the funds thereby released. It was in the
company's interest that tenants should do well — but not
too well. Variations in rent were the means to achieve
this.

The amount of rent CSR could charge, or the extent
to which it could reduce the price of cane, largely depended
on the company's ability to control methods of cultivation
by tenants and contractors. The lower the cost of growing
cane, the lower the price that need be paid for it. But
gaining control over growers' cultivation practices had
been very difficult in the 1880s and 1890s, when planters
had tried to increase the quantity of cane regardless of
its quality. CSR, on the other hand, with a miller's
interest in sugar content, had wanted to control the cultiva-
tion methods of planters to ensure not only maximum yields
per acre, but optimum sweetness in cane. Among other points,
in the contracts it first made with planters CSR stipulated
that it should have control over harvesting to ensure that
cane was cut when most ripe, and control over varieties
for 'without it any planter could cultivate a gross and
watery cane, which would give him a good return, and our-
selves nothing'.50 Yet even though contracts and tenancy
agreements were designed to be legally enforceable, the
company had great difficulty controlling the quality of
cane delivered on the Rewa. In the mid-1890s Knox frequently
complained about the low quality of cane being sold to CSR.>!1
In an attempt to raise quality and produce an identity of
interest between planter and company, in 1898 CSR adopted
a new system of payment for cane. Rates were based on a
sliding scale according to quality (Table 3.4). Despite
opposition from growers, CSR was able to impose the new
scale by exploiting differences among them. It first
reached agreement with its tenants, and then used this to
get the acquiescence of contractors.”? The result was that
planters came to share CSR's interest in raising the quality
of cane, thus making it easier for the company to supervise
their methods of cultivation.
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Table 3.4

CSR sliding scales for payment of cane by quality
(maximum price)

Nausori Other Fiji Mills

P.0.C.S. 1898 1902 1898 1902
% s d s d s d s d
8 76 50 4 2 18
9 9 2 6 8 5 10 34
10 10 10 8 4 76 50
11 12 6 10 0 9 2 6 8
12 13 9 11 3 10 10 8 4
13 15 0 12 6 12 6 10 O
14 16 3 13 9 13 9 11 3
15 17 6 150 15 0 12 6
16 18 9 16 3 16 3 13 9

Source: H.0. to Nausori, 5 Nov. 1898, Nausori Out, 7 (1897-
99), 438; Knox to May, 1912, Nausori to H.O. Private
letters May to Dec. 1912,

Note: It was very unusual for the Quality of cane at
Nausori to exceed 13 per cent P.0.C.S., or for that
at the other mills to fall much below 10 per cent.

The instrument of supervision was the credit extended
to planters by CSR. The poverty of the early settlers had
forced the company to make advances to cover their cultiva-
tion and living expenses, and this practice was continued
when CSR leased its plantations. Advances were made on
security of the land or the crop, and interest of 6 per cent
a year was charged.53 The supply of credit gave the company
great influence over planters, for it kept a close watch on
the way its money was spent. It could refuse further
advances unless specific cultivation techniques were adopted,
it could threaten to cut off credit if the planter was not
more diligent in his work, and it could use company loans
to ensure that land capable of supporting cane was not used
for other purposes.su The household expenditure of planters
could also be controlled. With characteristic attention to
detail, in 1915 head office complained of the 'extravagance'
of C.W. Southey in buying a motor car. The offending tenant
was told that CSR would not continue to finance him if he
kept the car.>®> The issue of new leases on easier terms in
1913 was accompanied by instructions from Knox that future
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advances to tenants were to be made in a more discriminating
way. Greater attention should be paid to the quality of
work.

The Board thinks that the-system of guaranteeing to

the tenants a comfortable life, whatever the results

of their work, has been an important factor in bringing
about the failure of so large a proportion of the
occupants of the plantations to make them pay, for it
is evident that once a man begins to lose ground his
easiest course is to let things go and live on his
allowance.>®

The practice of making separate advances for living and
cultivation expenses was stopped. A single advance was made
in the hope that if tenants failed to work their land effi-
ciently, the reduction in the balance left for living ex-
penses would encourage improvements to be made. Credit was
seen as a lever with which to lower the cost of cultivation
by increasing efficiency on plantations. At the back of
Knox's mind was the hope that the comgany would eventually
be able to reduce the price of cane.?

CSR's control over planters was considerable but not
absolute, and was greater over tenants whose land it could
resume than over contractors who could sell their property,
or perhaps switch to another crop. Around 1912 there were
examples of planters using CSR advances for purposes other
than they were intended, such as the development of profit-
able side-lines in dairying or growing rice. There were
instances, too, of CSR failing to prevent planters accumulat-
ing debts of a size they could never repay. By 1911 the
company had had to write off £2,000 to £3,000 advanced to
Waring, a planter on the Rewa, and there were fears that
the amount lost could rise to twice that.®8 Yet these were
the exceptions, and when matters did get out of hand the
company could always resume land or take over the crop
against which a loan had been made. However, CSR had less
control over the political activities of planters. Though
it threatened to withhold advances if they publicly crit-
icized the company,®? it could not prevent them voting for
J.B. Turner, a long-standing critic of CSR, in elections
for the Legislative Council after 1908, Sir Everard im
Thurn (governor, 1904-10) believed that the company had
great difficulty controlling the views of its tenants 'in
any matter outside sugar growing'.60 Nevertheless, taken
over all, CSR's control of planters was so great that Turner,
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representing the Rewa, had good cause to complain in 1911

that tenants were little better than employees of the com-
61

pany.

The result of this tight control was that CSR realized
its aim of getting cheaper supplies than if it had grown the
cane itself. Though it is impossible to quantify this because
the necessary figures are not extant, it is clear from CSR
correspondence that the cost of company grown cane at Nausori
in the 1880s and 1890s was substantially higher than pur-
chased supplies. In 1895 Farquhar told Knox that he thought
CSR could eventually grow cane on the Rewa for 12s 6d a ton,
the price paid to planters, but that it was impossible to
do this at present.62 And, of course, the only plantations
to be leased elsewhere at first were those that were un-
economic for CSR to farm. It seems, too, that labourers
were better treated after 1908 when the rapid leasing of
plantations began.63 This averted the rise in labour costs
which could have been expected following unrest among immi-
grants on CSR estates. Table 3.5 shows that there was no
significant increase in the cost of cane to the company after
1908. At Labasa costs seem to have been actually reduced.®"
So it seems that one of the company's objectives in leasing
estates had been achieved.

Table 3.5

Cost of cane (per ton) to CSR at the mill:
(average for all Fiji)

g s d £ s d

1905 4 16 9 1910 4 7 2

1906 5 5 3 1911 410 6

1907 4 2 9 1912 415 4

1908 4 9 0 1913 4 10 7

1909 4 9 7 1914 4 411

Source: CSR S.2.0/2/-.

Note: Includes the cost of purchased supplies
as well as the cost of cane grown by

CSR.

CSR's political influence

CSR also realized the hcpe that planters could be
used to increase its influence with government. It believed
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that the economic viability of theindustry largely hinged on
government adopting favourable policies on taxation, labour,
land and so on. The company tried to ensure this — but not
mainly by working through the Legislative Council, though in
1884 when members were all appointed by the governor it did
welcome the nomination of its Nausori manager, Mr R. Robert-
son, on the grounds that he would be able to protest against
acts of injustice and obtain earlier and more reliable
information about immigration and the like.®> However,

when elected European representation introduced in 1903 and
Sir Henry Jackson suggested that one member of the Council
might be elected by the sugar companies, the opposition from
CSR was so great that the idea of separate representation

for the industry was dropped. Knox feared that the member
might be regarded as a delegate rather than a representative,
while 'the separation of the particular industry in the way
proposed would be held to warrant the assumption that the
welfare of the Colony and of the two companies concerned was
not interdependent'.®® Thereafter, CSR's intervention in
affairs of the legislature was so slight that im Thurn could
write in 1909 'that the influence of the Company as a body

in the Legislative Council is less than that of many individ-
uals other than sugar producers'.67 Instead, CSR preferred
to exert influence by dealing with officials direct. After
all, it was they who made the final decisions. With its
automatic majority in the Legislative Council, government
could enact any measures it had decided upon. To try to
alter policies after they had been agreed and placed before
the Council was much less effective than lobbying quietly
while they were still in preparation. And CSR could lobby
with great effect. It could argue that help for the industry
would not merely benefit the sugar companies but would assist
the numerous planters dependent on cane for their livelihoods.

One example of the political advantage to CSR of having
other planters interested in sugar occurred in the 1880s
and 1890s. Though cheap labour was always important, in
years of falling prices and high cultivation costs the need
to reduce labour expenses was particularly great. Planters,
as well as plantation managers under pressure from head
office, were desperate to make economies, and found that
they could do this most easily by increasing the work-load
of their labour and minimizing expenditure on coolie lines,
medical facilities for immigrants, etc. In the 1880s CSR
repeatedly asked officials to assist in this by amending
legislation governing the conditions of indentured Indians,
the company always putting its case in terms of the economic



59

disaster that would befall planters if labour costs were
not reduced.®8 Though it is unclear how far govermment was
influenced by the company's appeals, there is no doubt that
officials were very worried about the plight of the small
planter. Their concern was increased by fears that CSR
would obtain a monopoly of milling, which would enable it
to dictate the terms on which it bought cane.®® 1In 1885

a scheme of deferred payments for immigrant labour was intro-
duced specifically to help farmers with little capital, but
they were unable to take advantage of it and only the large
sugar companies benefited.’® Concessions by government on
labour questions would be made more in the interest of the
small planter than of CSR.

So it was natural that at one stage the Agent-General
of Immigration, Henry Anson, should consider reducing the
statutory minimum wage of indentured labour, set at one
shilling a day, because he found that planters could hardly
afford to pay more than about eight pence.71 In the event,
probably from fear that India would react by halting the
labour supply, the minimum wage was not lowered; but at the
same time — partly because of a shortage of staff as well as
the economic position of planters — it was rarely enforced.
Moreover, the tasks set for labourers were permitted to
exceed the legal limit of six hours' steady work for an able-
bodied adult male (three-quarters of this for a woman). The
tasks became so heavy that in 1886 a series of labour dis-
turbances broke out, causing government to pass legislation
which curtailed the ability of immigrants to protest in
support of grievances. The harsh treatment of Indians was
reflected in high mortality rates, which in the mid-1890s
produced fears that the supply of immigrants might be
stopped. Having been warned of this in 1896 by government,
the sugar companies made improvements in the ration scale,
medical care and the like, though average wages remained
below one shilling a day.%2 Still, during the 1880s and
1890s when it was very difficult to make profits from sugar,
CSR had been able to rely on government not to check the
illegal efforts of planters and its overseers to reduce the
costs of labour. At a most critical time, the existence of
many planters in the industry had brought a big political
advantage.

Another important gain to CSR was over the question of
taxation. Government's concern for the well-being of planters
in the 1880s was reflected in its tax policy. It was normal
for colonial administrations to raise much of their revenue
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through customs duties which, because the bulk of trade was
conducted by Europeans, fell heaviest upon them. In 1890
Fiji's revenue totalled £66,817. Almost a third of this
came from Fijian taxes, which reduced the amount that had

to be found from other (mainly European) sources. Customs
duties raised £26,159, and though most of this fell on
Europeans, government minimized its impact by shifting part
of the burden on to others. Thus breadstuffs at £10,331

in value and meats at £9,170 were two of the most important
foodstuffs imported by the colony, but since they were con-
sumed by Europeans they were admitted duty free. An equally
valuable food item was rice, worth £10,193, but as this was
imported by Indians it was taxed at 20 per cent.’3 The
advantage to CSR was that by keeping down the cost of certain
key imports consumed by Europeans, government reduced — if
only slightly — the need to increase the price of cane from
planters and the salaries of European staff.’" Later, in
1898 when the economic circumstances of planters were begin-
ning to improve, duties on breadstuffs and meats were intro-
duced,75 and in 1901 the duty on rice was reduced. But by
then the latter was to the advantage of CSR, since with the
lower cost of imports Indian rice growers would find it
harder to compete with overseas supplies, and might sell cane
to the company instead.”’®

More significant was the fact that the new cane con-
tracts issued by CSR in 1898 and 1899 stipulated that any
fresh taxation imposed on the industry would have to be
borne, at least in part, by suppliers of cane.’’ CSR
used this to great effect in 1911, when government was
being pressed by non-officials in the Legislative Council to
introduce an export tax on sugar. Sir Henry May (governor,
1911-12) told the Colonial Office that though CSR made large
profits and was lightly taxed, he was reluctant to impose
export duties lest they be transferred from the company to
those who grew cane. Nevertheless, to raise the required
revenue government quadrupled the tariff on sugar sacks and
introduced a Buildings and Hut Tax.’8 CSR estimated that
these measures combined represented a loss of one shilling
in the pound on its net profits. It warned that though
they would not be passed on to its suppliers, in future any
extra tax on the industry would.’® 1In fact, the company
had been rather fortunate. Instead of raising additional
revenue with a selective tax increase on sugar companies,
government had spread the burden more widely. General ad
valorem duties were increased from 12% to 15 per cent,
while under the Buildings and Hut Tax, Indian householders
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had to gay a direct tax for the first time — ten shillings
a year. 0" In effect, CSR had been spared the political
embarrassment of transferring part of an export tax on sugar
to cane growers.

After 1908 the company's ability to use planters to
strengthen its position with government became increasingly
important. Officials felt that CSR was obstructing the
development of the colony. For example, in 1912 CSR refused
to make land available for a township between its Lautoka
wharf and the mill. It would only provide land at Namoli
which was further away from the mill, and which the company
preferred because a settlement there might

later on clamour for better shipping facilities than
are available at our wharf, and a second wharf may
then be provided, ridding us of our obligations to
accommodate the public, which is the main object we
desire.8!

Despite opposition from government at first, CSR had its

way. A township was started at Namoli,82 now the centre of
Lautoka, and many years later a separate wharf was built to
handle non-CSR traffic. The large bulk sugar store today
stands on the site which government had wanted for this town-
ship. At the same time the company was busy opposing govern-
ment plans, which never materialized, for a railway to be
built from the upper Rewa to Suva. Officials saw the rail as
a means to develop new crops in the district and bring
additional trade to the port of Suva: CSR feared the scheme
would be a financial disaster. The rail would either have

to be subsidized from public funds which might mean higher
taxes on producers, or else to make it economically viable
government might have to force the company to use it, making
redundant the latter's investment in tramlines, punts and
shipping facilities at Laucala Bay.83

There were disagreements, too, about public rights on
CSR's tramways. In 1913 the company proposed to stop carry-
ing seed cotton on its tramline from Nacobi to the Govern-
ment Experimental Station at Lautoka. The local mill
manager explained that since the cane area had proved to be
smaller than expected, the company did not want other
crops grown on land which was available.8% Since CSR's
lines were virtually the only means of communication in
areas served by its mills, officials were angered by what
they saw as an unreasonable obstruction of efforts to
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diversify agriculture. This aggravated disputes about the
company's responsibilities to the public in the use of its
lines — whether CSR or the public should have prior right-of-
way on the narrow bridges which carried road alongside rail
transport; and whether CSR could be held responsible for

the safety of the passengers it had agreed to carry free of
charge in return for a lease of native land in 1905, the
origin of the free passenger service which still operates
today. After bitter discussions, during which the company
feared that government had taken the first step toward
securing control of its lines, compromise was reached whereby
CSR promised to protect the public's safety and government
agreed to limit its interference in the operation of the
company's trains.85

The result of these disagreements was a trial of
strength between officials and the company over the terms
on which native leases for tramlines should be issued and
existing ones renewed. The dispute revealed the extent of
CSR's influence on government. . Instances such as the
company's refusal to carry cotton on its lines, its opposi-
tion to the proposed Rewa railway and its resistance to
government intervention on grounds of public safety in the
running of its trains alerted government to problems that
could arise from the situation in which CSR (and the other
two sugar companies) controlled the only rail lines in the
colony. It was possible in future that CSR's tramlines
would interfere with railway development planned by the
government, or that officials might want to negotiate with
the company certain rights for the public on its lines. To
strengthen its hand should the need arise, the Fiji govern-
ment proposed in 1912 that new tramline leases and the renewal
of old ones should be for fifty-year terms, with government
having the option to buy the line at a valuation after the
twenty-fifth year. 1In 1913 the Colonial Office went further
and proposed that, if agreement could be reached with CSR,
in all new leases or renewals there should be a clause giving
government the option to acquire the whole of the company's
tramway system after twenty-five years. If CSR strongly
opposed this, the power to purchase should be applied only
to rails in the district where the particular lease was
located. CSR was horrified by the possibility of government
taking over its lines, for by owning the means of communica-
tion between cane grower and miller government would have
been able to exercise substantial control over the two
parties. Even if government never actually acquired the
lines, the threat to do so would have greatly strengthened



63

its position in future relations with CSR. At stake was
the extent to which the company's influence in Fiji was to
be limited by government, or by other interests in the
colony working through government.

CSR's negotiating position in the matter was greatly
strengthened by fears in the Colonial Office about the 'out-
cry from the growers affected' that would follow a refusal
by the company to renew, on the terms proposed by government,
tramway leases that were due to expire.87 Consequently,
when Knox visited the Colonial Office in 1914, he was able
to persuade officials to drop the requirement that renewals
and new leases should contain an option for government to
purchase company lines after twenty-five years. This was
important for CSR since it meant that no principle had been
sacrificed. In any future discussions on government control
over tramlines, the company's position would not be weakened
by having conceded the principle some years before. But Knox
had won no more than a tactical victory. Existing leases
which expired before 1920 were to be renewed for only twenty-
one years, and government was to deal with new leases on
their merit.88 CSR had not obtained the fifty years' security
it sought, and official policy on the renewal of leases after
1920 remained open. Though CSR was not told of the fact, the
Colonial Office planned to review the whole question in 1920.
Yet the review never occurred, or if it did no decision was
taken that would hurt the company, for by then the sugar
industry was facing its most serious crisis since the 1880s.

In 1916 India had halted the supply of indentured
labour, putting at risk the whole future of the sugar industry
which had traditionally relied on cheap labour. Government
and CSR reacted by co-operating in the settlement of Indians
on the land, not only so that they would grow a much larger
quantity of cane than they had hitherto, but also to make
conditions in Fiji sufficiently attractive to persuade India
to permit emigration, in some form, to be resumed after the
war. This was seen as essential to prevent the industry
going into decline and with it the level of economic activity
and the size of government revenue.89 So officials were
unwilling to take action on tramway leases which might cause
CSR not to renew, and thereby hinder the settlement of
Indians. It would be interesting to know what would have
happened if the planned review of leases had occurred in
less critical circumstances. Would the Colonial Office
again have been influenced by a desire to avoid an outcry
from the planters, and would CSR once more have benefited
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from having planters involved in the industry?

The tramline question illustrated very well the
ability of CSR to increase its political leverage by ident-
ifying its interests with those of the planters. The
company could then use this influence to obtain through
government subsidies from other groups in the colony — from
labourers who had to work longer hours and at lower wages
than the law stipulated; from the community at large which
had to pay higher taxes than might otherwise have been the
case. By 1914 dependence on others for cane had yielded the
company a handsome political return.

The fruits of CSR's investments

During the 1880s Dr T.P. Lucas claimed that sugar
companies in Fiji were 'continually harvesting money and
sending it abroad, draining the country'.90 Wanting a
larger share of the benefits from sugar, many Europeans
might have agreed. Yet in fact European interests had done
well from sugar. Though many of the early planters had
left the colony, new settlers had arrived and had generally
prospered. Plantation overseers had bettered their position
by becoming tenants of CSR. The example of Waring, quoted
by Turner in 1911 to demonstrate the plight of these tenants,
was exceptional. He had leased CSR's Vuci Maca estate in
1904. Since then he had broken his agreement with the
company by keeping part of the land suitable for cane under
grass so as to augment his income from dairying. He had
invested very little in the venture, so that what he had
lost had been mainly advances from CSR.%! The company
admitted that its Labasa tenants had made 'an unfortunate
start', but argued that under leases to be issued in 1913
they should be able to do reasonably well.%2 1In 1914 head
office commented on 'the general improvement' in the finances
of planters on the Rewa, and noted that of eighteen con-
tractors and tenants around Rarawai eleven had been able
to reduce their CSR debts in 1913 to some extent. One of
them, H.G. Carr, had made a profit of over £4,000 from his
Matag%qara estate, a result considered 'phenomenal' by
CSR.

The growing prosperity of planters provided merchants
with an expanding market. 1In 1911 perhaps over 10 per cent
of Europeans in the colony were directly engaged in the
cultivation and processing of cane,g‘+ while others were
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indirectly dependent on sugar. Naturally, merchants wanted
to increase the size of their market. Some were dissatis-
fied because CSR itself imported supplies, which were often
cheaper than what local merchants could offer since the
company ordered in bulk for its Fiji and Australian opera-
tions together. By 1912 Henry Marks and Maynard Hedstrom,
both members of the Legislative Council, had been annoyed
by the company's refusal to buy certain goods from them.
Lautoka storekeepers, represented in the Council by Charles
Thomas, had lost part of their trade when CSR set up its
own butcheries in western Viti Levu. Merchant interests
combined to seek, without much success, a redistribution of
taxation away from the general public, who would then have
had more to spend locally, toward the company whose custom
was to spend abroad.%> Yet whatever their differences with
CSR, no one could deny that merchants had greatly benefited
from the economic stimulus provided by its operatioms.

CSR had also gained — but in terms of profits from
milling not by a very large amount. Table 3.6 summarizes
information available on the company's profits from 1887
to 1911. The circumstances in which, and for whom, these
figures were compiled are not clear. They may have been
designed to convince officials that CSR's profits in Fiji
were not excessive (Knox certainly quoted them for this
purpose), in which case they may understate the true position.
Nevertheless, taking the figures at their face value, CSR's
annual average return on capital was 3.38 per cent from 1887
to 1891, 6.88 per cent from 1892 to 1901 and at least 8.4
per cent from 1902 to 1911; the last figure was slightly
higher in fact, because CSR 'sold' sugar to its Australian
and New Zealand refineries at less than the open market
value — a practice known as transfer pricing. Overall, from
1887 to 1910 returns averaged 7.65 per cent, which was below
the average for all CSR's sugar milling activities in Aust-
ralia and Fiji (10.45 per cent). Actually, returns were
lower still since the 7.65 per cent makes no allowance for
depreciation. Taking this into account, returns were around
6 per cent. Profits subsequently increased, however. For
the six months ended 30 September 1910, the first time
comparative figures are available, CSR's Australian business
(refineries and mills) yielded a net profit of £126,714: the
profit from its New Zealand and Fiji business was £70,000.
For the six months to 30 September 1914 the respective
profits were £121,360 and £135,000.%6 Since the improvement
in the New Zealand and Fiji business had not been accompanied
by extensive capital investment, percentage returns on



Table 3.6

Profits from CSR's Fiji miills, 1887-1911

Actual profits
Total profitsb

Profit if sugar sold on open market?

Total profitsb

Notes:

aOpen market price based on price CSR paid for sugar from Penang mill.

Year Capital Profits as % Profits as % Profits from
on capital€ on capital CSR's milling
activities as
a whole

1887 667,000 21,132 3.17 6.45
1888 671,957 19,628 2.92 2.72
1889 694,786 9,993 1.44 5.83
1890 708,545 30,194 4.26 11.99
1891 729,106 36,226 4.97 7.84
Annual averaged

1887-91 694,279 23,435 3.38 7.04
1892 740,302 24,534 3.31 11.47
1893 753,190 20,119 2.67 11.02
1894 923,307 92,717 10.04 15.01
1895 930,764 35,708 3.84 6.28
1896 906, 396 62,266 6.87 11.66
1897 911,323 59,949 6.58 10.95
1898 914,350 73,090 7.99 10.65
1899 953,623 83,221 8.73 8.00
1900 978,017 92,525 9.46 10.26
1901 1,006, 380 76,118 7.56 11.32

d

Annual average

1892-1901 901,765 62,025 6.88 10.63
1902 1,073,125 43,024 4.01 42,483 3.96 6.39
1903 1,559,523 126,396 8.10 128,073 8.21 8.38
1904 1,614,129 243,590 15.09 249,596 15.46 18.02
1905 1,690,859 107,683 6.37 112,045 6.63 12.77
1906 1,830,546 36,171 1.98 43,989 2.40 5.85
1907 1,959,419 144,209 7.36 192,227 9.81 11.93
1908 2,053,460 140,806 6.86 178,546 8.69 9.76
1909 2,050,805 223,587 10.90 264,187 12.88 13.85
1910 2,052,953 193,307 9.42 222,905 10.86 13.30©
1911 2,295,166 245,708 10.71 N/A N/A N/A
Annual averaged Annual average 1902-10

1902-11 1,873,478 157,397 8.40 167,021 8.92 11.27
Annual averaged

1887-1910 1,182,244 90,478 7.65 10.45
Source: CSR A 3.0/2/19; CSR F 1.0/2/4.

bIncludes profits from plantations, and after 1901 rents received from leasing estates: but excludes depreciation.

c
d

eAppraximate only.

Excludes working capital and stocks.

No allowance made for changes in general price level.

99
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capital must have risen (though it is impossible to say

what the returns were because exact figures for the value

of the New Zealand and Fiji assets are not available). As
most of the capital employed was in the Fiji mills, it is
likely that much of the improvement was due to better results
from Fiji.

Still, taking the figures overall, it seems that CSR's
profits in the colony were very modest. The average return
after depreciation of around 6 per cent compared unfavourably
with the 6-9 per cent charged on overdrafts between 1887 and
1910 by Australian trading banks.%’ Yet the risks involved
in sugar production were much higher. As Knox said, 6 per
cent was well below what could have been considered a
reasonable return.®® Despite this, the company steadily
increased its capital outlay in Fiji. By 1905 it had sunk
more into the manufacture of raw sugar there than it had in
Australia.99 Why was this? The reason appears to have been
that the small returns from milling, caused by the low world
price of raw sugar, were offset by high returns from refining,
due to the low cost of sugar inputs. Thus overall CSR's
profits were satisfactory. The company paid a dividend of
7 per cent in 1888. By 1891 this had risen to 10 per cent,
at which level it stayed till after 1914. 1In addition, from
1910 to 1914 a bonus was paid, the size varying. Yet with
the price of raw sugar so low, CSR's total profits would
have been higher still if it had not owned the mills. Why,
then, did it increase its milling capacity? The answer
probably lies in the company's desire to reduce risks. There
was no guarantee that raw sugar prices would remain depressed.
If they increased (as they did during World War I), refining
margins would be reduced; by producing raw sugar, CSR could
set against this the larger profits from milling. So although
by 1914 in terms of the return on capital gains to CSR from
Fiji had been quite small, the company felt this was out-
weighed by the advanta%e of evening out profit fluctuations
so as to lessen risks.

Despite the gains to European interests, the industry's
spread effects on the Fiji economy was limited by the leakage
abroad of much of the income created by sugar. From 1887
to 1910 CSR's profits (excluding depreciation) totalled
£2,171,471, just over the £2,052,953 it had invested in the
colony by the end of that period. Most of this was remitted
overseas. To this, of course, must be added European earn-
ings which were repatriated either as savings or through the
purchase of imports; for European consumption consisted
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mainly of imports — processed food, alcohol, certain
luxuries, etc.? Furthermore, much of the value in the final
products from sugar was added outside Fiji — through the
costs of shipping, refining and so on. True, a distillery

to process molasses, a by-product of raw sugar, had been
established at Nausori in 1893 but, following Australian
federation and the introduction of protectionist trade
policies, it was closed in 1903 so that a much larger one
could-be built at Pyrmont, Sydney.3 Apart from ensuring

a market for Fiji molasses, the latter enjoyed the economies
of scale afforded by processing molasses from Queensland,

New South Wales and Fiji all in the one plant, and was closer
to the market which reduced transport costs. Proposals

after World War I that a distillery should again be estab-
lished in Fiji — not necessarily by CSR but by other European
interests — were to meet with successful oppositon from the
company. It controlled the supply of molasses and refused

to write off what it had invested to process Fiji's molasses
in Australia“ — an excellent example of the disadvantage of
capital specificity stressed by George Beckford and others.?>

So the economy did not gain — through the creation
of jobs and additional government revenue, for example —
from much of the income generated from the processing of
sugar. Nor were the gains as large as might have been
expected from the infrastructure constructed by CSR. The
tramway system was very extensive, yet the company refused
to allow its use for the promotion of diversified agriculture
in cane districts. This reduced the opportunity for Indian
settlers in particular to increase their incomes by growing
crops whose returns were higher than cane, or whose inputs
were complementary to cane so that they could be produced
in a system of mixed farming. Finally, as noted in Chapter 2,
the industry's dependence on cheap labour meant that rewards
were too small to attract many Fijians into sugar production,
while Indians suffered from the control over labour costs
which created conditions that even contemporaries realized
were appalling.6 Whatever the advantages of CSR's invest-
ments, then, it was not surprising that on the eve of World
War I many felt that Fiji was getting from raw sugar a raw
deal.



Chapter 4

Indian settlement, 1884-1912

A remarkable development in the Fiji sugar industry
was the transfer of plantations from the hands of Europeans
to those of Indian smallfarmers. The process occurred in
three stages. During the first, up to 1912, Indian settle-
ment was seen as a way to augment the supply of labour on
plantations. During the second, from 1912 to 1923, settle-
ment came to be seen as a substitute for plantation labour
while in the third, from 1923 to 1939, there were efforts
to ensure that this substitute was effective. The important
point was that settlement was promoted in ways that would
benefit plantation enterprise, particularly CSR. The result
was that though Indians were better off as growers than they

had been as plantation labourers, the advantage of settlement

to them and to the rest of the colony was limited by the
subordination of their interests to the needs of plantation
enterprise.

The first phase began in 1884 when the original
shipload of Indians to Fiji completed their terms of inden-
ture, which were set at five years plus any extensions im-
posed as punishment by a court. Once their indentures had
expired immigrants were free to leave the plantations where
they had worked and seek alternative employment. They could

become free labourers, traders or farmers in their own right.

They could re-indenture if they wished (but not after 1912),
or else they could return home at their own expense. But

if they stayed in the colony for another five years, making
ten in all, their return passages to India would be paid
for by government. In the event, about 60 per cent of
migrants chose to remain permanently in Fiji, and by 1911
three-quarters of these were living on the land as owners

or tenants, nearly always in districts where sugar was grown.

A similar process of Indian settlement occurred in British
Guiana, but there settlers were seen as a threat to planta-
tion interests because they competed for scarce resources of
land and labour.? 1In Fiji, on the other hand, though Indian
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acquisition of land led to a rise in values which often
infuriated planters who were trying to extend their holdings,3
settlement was encouraged largely in the hope that it would
contribute to the development of plantation agriculture.

Indians on government settlements

Government saw Indians mainly as a source of labour
for plantations. Thurston expected that they would continue
to work for planters for at least five years after their
indentures expired. CSR had similar hopes, believing that
the re-indenture of time-expired immigrants would help over-
come the acute shortage of labour in the mid-18380s.“ But
the company was soon to be disappointed. The Indian Immigra-
tion Report for 1886 commented on the reluctance of Indians
to enter into further contracts of service once their inden-
tures were over. In 1892 of the 2,400 male time-expired
Indians in Fiji, only 250 had been re-indentured. This was
significantly fewer than in 1890 and 1891.° The reason was
simple. Though CSR wanted Indians to re-indenture, it was
not willing to pay wages high enough to persuade them to do
so. Indeed, it was determined to limit the upward pressure
on free Indian wages caused by the shortage of labour. In
March 1887 Knox asked the Nausori manager to arrange with
planters on the Rewa for wages of free labour not to exceed
a shilling a day, since 'it would never do to let the
coolies get the idea into their heads that they were to be
sought after by the masters'. Within three months such an
agreement had apparently been reached, causing one or two
planters to reduce wages by six pence.6 The result was that
Indians began to drift away from plantations as their
indentures expired.

At first they migrated toward the towns, especially
Suva, where they hoped to find jobs. To counter fears of
vagrancy and of a fall in property values should Indians
settle near Europeans, government established in 1887 an
Indian settlement at Vatuwaqa outside Suva, to be followed
soon after by a second one at Samabula. The object, Thurston
recalled, was that Indians 'should be able to live near Suva
and so form as they wished to form a not distant working
community'.7 They were to provide labour for urban, but not
plantation interests. Yet since there were not enough jobs
for everyone, as more immigrants completed their terms of
indenture a greater number began to settle on land around
plantations. The advantage of this to planters was that
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with their livelihoods based on land, settlers might be more
prepared to accept off-farm employment than to re-indenture
on a full-time basis. The number of indentured labourers on
an estate could then be reduced, saving planters the cost

of importing Indians and the expense of maintaining a large
labour force at a time when there was little work for it.
They could turn to free Indians when they needed additional
labour for the harvesting and milling of cane. Perhaps to
attract this labour, planters could even afford to pay on

a daily basis more than for re-indentured immigrants, since
they would not have to meet labour costs in the slack season
when their men were underemployed. As the Nausori manager,
R. Gemmell Smith, told the Colonial Secretary in 1893: 'To
work a sugar plantation with indentured labour solely will
in my opinion never pay any planter, and I do not think it

is done in any other country but in Fiji.' But the extent

to which Indians would seek work largely depended on the size
of their farms, as well as on the seasonal work requirements
of their crops. If holdings were big, farmers would not only
have little time to become wage-earners themselves: they
might even become employers of Indians, thereby competing
with planters for labour. Already in 1893 there were
instances of this. Gemmell Smith complained that the wages
of free immigrants were being pushed up by Indian employers.8
Ten acres were regarded as the absolute maximum that an
Indian could be expected to work with family labour. If the
size of farms could be kept below this it was likely that
settlers would form a pool of labour ready to work on planta-
tions or in the mills.

The potential advantage of having Indians settled
close to plantations helped overcome official reservations
about government assistance for immigrants who wanted to
obtain land. Anson had feared that the immediate result of
granting land to Indians would be 'to draw a certain propor-
tion of Free Coolies from the Plantation work at the time
when labour supply is scanty'.9 A proposal from Labasa in
1893 that government help Indians find land once they had
completed their indentures was rejected for this reason.l?
Nevertheless, a proposal that government encourage Indians
to settle near plantations was discussed in 1887, two years
before government became liable for the repatriation of the
first immigrants brought to the colony, in 1879. Government's
responsibility for this arose from its commitment to pay one-
third of the total cost of transporting indentured labourers
to and from Fiji. Officials were concerned because at
existing rates there would be enough in the Return Passages
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Fund to pay only 60 per cent of the cost of returning these
Indians. If they all exercised their right to a free
passage, the balance of the cost would have to be met from
general revenue, possibly leading to an increase in taxation
which would be against plantation interests. It was also
argued that far from drawing labour away from plantations,
Indian settlements close to them would be 'a great conven-
ience to the employers of labour'!! Anson, himself, was
certain that the retention of Indians in the colony was
matter of the highest importance, the labour supply being
limited'.l2 The question was how to achieve this. He
opposed any action to force a rise in the wages of free
Indians; though it might have encouraged them to remain in
Fiji, it would have been against the interests of planters
who could not afford more than the current rate. Instead,
Anson suggested that part of the return passage money be
offered to Indians if they re-engaged and stayed in the
colony.

'a

Yet more than a cash inducement was needed to persuaae
immigrants not to leave: grants of land were also required.
So, in 1888 govermment announced that Indians who had been
in Fiji for more than ten years would be allowed to commute
their right to a return passage in exchange for a gift of
land and an allowance equal to the cost of a passage home,
to be paid mostly in kind (seed, food for six months, etc.).
That the allowance was to be equal to the cost of a return
passage, and not less as Anson had proposed, implies that
the desire to minimize drawings from the Fund was no longer
a principal aim of the scheme. Rather, as shown by the limit
of five acres on the grants of land, the intention was to
retain in Fiji a permanent supply of casual labour.!3
However, no Indian took advantage of the scheme. At the
time officials attributed this to the reluctance of immi-
grants to forgo their right of free passage, which provided
a form of escape should fortune turn against them.l% Indeed,
it seems that the majority of the first 480 Indians to arrive
in Fiji chose to return home. From 1879 to 1889, 771 Indians
left the colony. Among them were children born in Fiji who
returned with their parents, those repatriated because they
were unfit for service, and those who travelled at their own
expense because they had been in the colony for under ten
years but could stand it no longer.!® With its first attempt
to settle Indians a failure, in the early 1890s government
refused to try again.

In 1896, however, the matter was considered for a
second time. The Colonial Office feared that the conditions
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of indentured labour, as recorded in the 1894 Indian
Immigration Report, were so bad that the Indian government
might wish to stop further recruitment for the colony. 1In
a despatch commenting on the report, the Secretary of State
noted that it contained remarks

as to the difficulty experienced by free labourers in
renting or purchasing land for settlement. This is a
matter of importance to the future of immigration into
Fiji, and you should see that every possible facility
is afforded to the immigrants for this purpose.16

The despatch coincided with the growing importance attached

by officials in Fiji to settlers as a source of labour. In
1897 Sir Henry Berkeley, the acting governor, suggested that
the commutation of return passages in exchange for land should
be tried once more, and that government should assist those
in India who wanted to migrate to Fiji as free settlers. He
hoped that the latter would come in such numbers as event-
ually to remove the need for indentured labour, thus saving
planters the cost of importation.17

The new governor, Sir George O'Brien (1897-1902),
rejected Berkeley's proposals on the grounds that there was
not enough unoccupied land near the mills on which to put
settlers, at least on the scale proposed by Berkeley. Though
plenty of small plots for individual farms could be found,
it would have been more difficult to obtain sizeable areas
of good cane land suitable for settlement. Most of the first-
class land was already occupied by plantations; the rolling
country (inland of the flats) on which cane is now grown was
not regarded as potential cane land till much later. The
expense of bringing over free Indians was another reason for
rejecting Berkeley's proposals. O'Brien opposed, too, the
idea of commuting return passages for land, since this would
only encourage those without capital to stay. The type of
person the colony should attract, the governor argued, were
Indians leaving Fiji with up to £30 or more in savings. So
instead of Berkeley's ambitious scheme, he put forward the
more modest suggestion that an Indian Settlement Fund be
created to acquire what blocks were available for lease to
Indians on easy terms. The Colonial Office agreed, £5,000
for this purpose being taken from surpluses which by then had
accumulated in the Return Pasages Fund.l8 CSR was told that
'The Governor believes that the success and extension of such
a scheme would result in the cheapening of labour.1?
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Settlements were nearly always developed on lines
which benefited planters, partly because officials were
naturally sympathetic to plantation interests and partly
because CSR had tremendous influence in the economy. If
necessary, as when it later refused to carry cotton from
Nacobi to the Experimental Station at Lautoka, the company
could use its tramlines to hinder the cultivation of crops
which might compete with planters for land and labour.20
One settlement scheme at Ba failed because it did not have
the support of thelocal mill manager. In late 1897 govern-
ment proposed to settle Indians on a block of Fijian land
at Nanukudrala. Since it was intended that settlers should
grow cane, the attitude of CSR was crucial. The company
itself had been trying to secure the lease of Nanukudrala for
several years because land was of good quality and close to
the mill. It offered to buy cane from Indian settlers and
help them with cultivation if it was given Nanukudrala and
if the Indian settlement was located further away from the
mill, below Varoko, one of CSR's outer estates. It also
promised to extend a tramline to the settlement, at a cost
of £750 if, instead of being under government control, the
settlement was supervised by the company which would lease
land to Indians in five-acre plots. The transfer of leases
would be permitted so long as CSR had the right to approve
incoming tenants — a provision that would have enabled the
company to prevent transfers if it wished. This in itself
was enough to make the scheme unappealing to Indians, for
whom one of the main attractions of holding land was the
prospect of being able to sell the lease and return home if
they wanted, or else to use it for speculative purposes.

By May 1899 there had been no applications to lease, and
officials suspected that CSR had never intended making the
scheme a success. They were probably right, for though Knox
was eager for Indian settlement to progress, E.W. Fenner,
the Rarawai manager, was less enthusiastic; he doubted if

it would yield worthwhile results. Under the terms of its
arrangement with govermnment, CSR could take over the land

if it had not been settled within three years. Fenner
seized the opportunity to do this and to complete the
conversion of a Crown settlement into a company estate.?2l

This was an exception. Other settlements were estab-
lished more easily. The first was at Labasa, but by 1914
there were eighteen in the colony altogether, mostly near
mill centres or the towns (see Table 4.1). The majority
were established between 1897 and 1906, before the Indian
Settlement Fund was merged into general accounts and the



Table 4.1
Govermment Indian settlements in Fiji, 1913

Name of Year Leasehold Locality Island Area of Area of No. of No. of No. of Average Rent per Annual Rent
settle- or settle- grazing allot- allot- allot- area of acre paid to
ment Crownfreehold ment land ments ments ments allot- natives for
occupied vacant ments leasehold
acres acres acres €. s. d. E. s. d
Vatuwaqa 1887 Crownfreehold 2 miles from Suva Vitilevu 161 - 85 58 27 2 20. 0. 0 -
Samabula 1889 Do. Do. Do. 324 - 165 136 29 2 15. 0. 0 -
signal 1890 Do. 15 miles out of Do. 39 - 21 21 - 13 20. 0. 0 -
station Suva
Kalabo 1906 Do. Suva-Rewa Road Do. 729 - 185 112 23 5% 3. 0.0 -
Nasinu 1906 Do. Do. Do. 569 - 77 67 10 7% 3.0.0 -
Wainabuka 1907 Do. Do. Do. 730 - 117 63 54 6 3.0.0 -
Bulileka 1899 Do. Near Labasa Vanualevu 462 1,292 154 129 25 3 7. 6. 0 -
Boubale 1900 Do. Do. Do. 189 1,070 65 65 - 3 7.6.0 -
Raranika- 1901 Do. Do. Do. 155 896 55 41 14 3 5. 0.0 -
wai
Wainikoro 1903 Leasehold 12 miles from Do. 404 985 137 129 8 3 7.6.0 97.0.0
Labasa
Navutuv- 1906 Do. 8 miles from Do. 61 - 19 18 1 3 7.6.0 15.5.6
utu Labasa
Naqalini 1907 Crownfreehold Do. Do. 63 - 21 21 - 3 10. 0. 0 -
Lolotua 1910 Leasehold District of Do. 132 - 38 - 38 3 6. 0. 0 18.11. &4
and Dogotuki
Nacawa
Tokatoka 1901 Crownfreehold Near Navua mill Vitilevu 228 - 76 76 - 3 7.6.0 -
Namau 1908 Do. 10 miles up Do. 149 2,000 30 18 12 5 7. 6. 0 -
the Ba river (approx)
Koro No.l 1911 Do. 8 miles from Do. 588 4,000 117 34 83 5 5. 0.0 -
Tavua (approx)
Nacobi 1913 Do. Nadi Do. 321 745 58 - 58 5 10. 0. 0 -
Qeledra- 1913 Do. Tavua Do. 35 471 7 5 2 5 10. 0. 0 -
dra
5,349 11,459 1,377 993 384
acres acres
Source: Cmd. 7744-5 (1914), Appendix 43.

6L
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momentum to expand settlements was lost.?2? Judged on

acreage, government's contribution toward the settlement of
Indians was not great, but in terms of the numbers involved

it was more significant. In 1909 between 882 and 930 Indians
occupied up to 2,500 acres of Crown settlement (excluding
grazing land), while 1,123 Indians were said to have leased
11,928 acres direct from Fijians.?3 The size of allotments
on government settlements rarely exceeded seven and a half
acres, the norm being just under four. Tenants were forbidden
to hold more than one block so that land would not be con-
centrated in a few hands. This prevented the emergence on
settlements of comparatively large-scale farming, which by
creating a demand for wage labour would have competed with
plantations. In fact, farms were so small that for parts

of the year settlers were likely to become wage-earners them-
selves. Planters stood to gain in another way. Rents on
government settlements were lower than for leases of Fijian
land. They generally ranged from 3s to 7s 6d in 1908, against
10s to 30s an acre (plus a large premium) for land leased
direct from Fijians. Subletting was forbidden, preventing
rents from rising in this way.z“ Consequently, because rent
was a major expense for Indians, the cost of producing cash
crops on government settlements was reduced. Though the
surplus available for sale was limited, competition from
lower cost producers on Crown settlements may have encouraged
other Indian farmers to minimize their expenses, especially
around the turn of the century at Labasa where a large
proportion of free immigrants grew rice and other food crops
on government settlements.?2> Gradually this influence on
price was reduced as the number of Indians outside the settle-
ments increased. Yet at least for a time settlements may

have helped stabilize the cost of living, perhaps even causing
a rise in real wages at no cost to the planters.

Indians on European land

The advantages of Indian settlement were so great that
planters themselves began to encourage it on land under
their control. As well as having a supply of labour close
to the plantation, they wanted to benefit from the frequent
ability of Indians to grow crops more cheaply than Europeans.
Settlers had lower capital costs because their cultivation
tools were rudimentary and they had no need to erect office
buildings and the like. Nor did they have to make a profit
on top of both wages and the cost of supervision as did
companies like CSR, or a profit in addition to wages alone
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as did the smaller European planter. For the settler who was
not normally an employer of labour, profits and wages were
indivisible. Moreover, since his money expectations were
lower, the income an Indian was willing to accept from his
land was considerably less than a European's. This was
largely because he had few alternative occupations. Wage
employment, the main option, was not well paid — say 1ls 6d

a day including a bonus if the labourer re-indentured — and
farming was likely to be attractive even if immediate returns
were no higher than that. Apart from having the satisfaction
of being self-employed, if land was held as freehold or
leased on reasonable terms, settlers had a form of security
against bad times ahead. As a growing number of Indians
tried to obtain land which was relatively scarce, in a period
of rising values the farm — however small — was also a form
of investment. Speculation through the transfer of leases

at a profit was very popular among Indians, and may have
encouraged them to accept a relatively low current income
from the land in the hope of a capital gain in future. The
result was that Indians were often able to sell cane, or
crops like maize, cowpea, rice and dhal needed as food for
livestock and labour on plantations, for less than their
existing cost to the planter.2® Though there was a danger
that the quality of produce would be low, there was also the
opportunity for planters to benefit by obtaining cheaper
supplies. In addition, they could supplement their income

by leasing land that was uneconomic for a European to farm

to an Indian whose costs and expectations were lower.

Some Europeans leased the whole of their plantations
to Indians. In 1897 it was thought that the tenant of
CSR's Tausa property on the Rewa could get £30 to £40 more
than the rent he was paying for the land.2’ If plantations
yielded only a marginal return, it paid their owners to
sublet. The reduction in the price of cane in 1902 was
expected by CSR to encourage the settlement of Indians by
planters, 'some at least of whom will make more money out
of leasing land to coolies than by cultivating it them-
selves'.? The majority, however, still found it profitable
to grow cane on their own account. After all, if the whole
of a plantation was settled by Indians, there was still
the administrative responsibility of collecting the rent,
resolving boundary disputes and ensuring that tenants cared
for the soil in a way that, by maintaining its fertility,
enabled it to continue supporting the rents being charged.
Often it was just as easy for a European to farm the estate
himself. Where this was the case, it was still worth while
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to lease part of the land — often under share-farming
arrangements which were popular on the Rewa. Indians would
grow cane for a planter who helped with harvesting and
ploughing, took over the crop for sale to the mill and after
deducting charges for rent, assistance with cultivation and
so forth, paid the balance of the proceeds to the grower.29
Share-farming was less common in other areas, where it was
more usual to find a European leasing isolated blocks that
were expensive to supervise, or less fertile areas from
which returns were low. In 1901, as indentures expired,
planters were settling their labourers on hills surrounding
estates where they grew cowpea at 1d a 1lb., maize and other
crops needed on plantations. Settlers were expected to

work for planters as necessary. One planter at Koronubu,
Ba, was said to be charging 10s an acre in rent in 1905, and
to be expecting his tenants to work for 1ls 6d a task whenever
required.30

Indians were settled on plantations most extensively at
Navua. Following the closure of Sharpe, Fletcher and Co.'s
mill in 1884 and the failure of banana crops due to disease
in 1893, large areas of European land became available for
the cultivation of cane. Rather than do this themselves
planters, many of whom were absentee landowners, leased their
land to free immigrants. 1In 1894 the Fiji Sugar Co. Ltd
offered to contract with Indians to buy their cane for three
years. It promised to supply labour for harvesting and for
some of their cultivation work, it provided tramline and
trucks for the transport of cane to the mill, and on occasions
it made loans to time-expired labourers who wanted to become
growers. The cost of these services was deducted from the
price of cane, which was initially fixed at 13s 6d a ton,
higher than anywhere else in the colony. The issue of three-
year contracts to Indians, unprecedented in Fiji, together
with the availability of land, provided a tremendous spur
to settlement, Indians coming from as far away as Labasa,
as well as from Ba and the Rewa. The process was encouraged
by government which, after an inquiry in 1897, legalized the
company's previously illegal practice of assisting growers
with labour indentured to its plantations. Land was usually
leased in large blocks to Indians who sublet to others. The
example of a seventy-acre native lease ('Nasasa') being
sublet by a European to two Indians who re-subleased in
twenty-two blocks, was fairly typical. Generally, land was
held on one-year terms and farmed as holdings of four to
five acres. In December 1896 the number of free Indian
contractors was put at 107. By July of the following year
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the total had risen to 270. There were in the same month
3,000 acres under cane, 1,000 being cultivated by the Tamanua
Estate, 750 by Europeans and 1,250 by Indians. The amount of
cane grown by free immigrants increased from 1,700 tons in
1894 to 32,500 in 1901 (see Table 4.2).3!

The result was an economic boom in the district,
European interests being the first to benefit. Merchants
gained from an expansion of trade, which they assisted by
making advances at high rates of interest (often over 30
per cent) to prospective Indian farmers and landlords. By
1904 A.N. Brodziak and Co., who ran the Navua Trading Co.,
had invested £20,000 to £24,000 as loans in Navua. Marks and
Co. had also lent large amounts. The size of individual
advances was often substantial. Marks and Co. were said to
have lent £1,788 to a Mr Deoki, and £980 to Nundan Singh.
Presumably the loans were used to obtain land for subletting.
European property holders benefited by leasing their land
at profits which often not only gave them a useful return
but also enabled them to pay a European manager to supervise
their tenants. Messrs. Corbett and Hunt's Togalika estate
was managed by J.H. Nicoll, while W.J. Robertson's Kabacake
plantation was in the hands of R.D. Trazevant. Above all,
there were advantages to the Fiji Sugar Co., which obtained
cane that it could not have grown itself, either because
costs would have been too high or because it could not
have afforded the capital expense of preparing the land.

The company had not yet made a profit, but hoped that the
settlement of free immigrants would increase the mill's
throughput and help it to start reducing its debts. The
rapid expansion of Indian-grown cane also enabled the company
to lower the price gradually (Table 4.2), so that growers
experienced a fall in their standard of living. Noting the
consequent threat of social unrest, in 1904 the Stipendiary
Magistrate at Navua claimed that Indians had been encouraged
to grow cane with a promise of 12s a ton and a £1 bonus for
each acre planted. The response had been so great that the
company had lowered the price to 10s, then 9s and now, with
almost twice as much cane as the mill could crush, Indians

are given any price the company likes. The issue is
serious for if Indians get only 5/- or 6/- per ton, it
will take them 4 or 5 years to pay off [their] present
indebtedness ... [and] they will most certainly stop
working if there is no hope of anything more than bare
food for the next 4 or 5 years.
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In 1904 Gemmell Smith believed that with an increase
in capital expenditure and with its present policy of buying
cane from Indians the mill ought to have been profitable.

On the other hand, the British Columbia Sugar Refining Co.
Ltd, which bought, rebuilt and enlarged the mill in 1905,
thought that returns would be increased by relying for cane
not on Indians but on its own plantations. Its view was
understandable. Too many interests seemed to be sharing the
benefits of Indian cultivation — traders charging high
interests on loans they advanced, planters earning rent,
Indian lessees profiting from the subletting of land. At a
price acceptable to the miller, therefore, cane was unlikely
to be remunerative to the grower once interest and rent had
been paid. 1In the short term this threatened to cause unrest
among Indians, possibly leading to the intervention of
government (as was suggested in 1904 and 1908), while in the
long term there was a danger that the supply of cane would
drop. Moreover, it could have been argued that the mill
saved very little through buying cane from Indians, except
when the price was very low, since it still had to bear the
cost of supervising some of their cultivation work and most
of the harvesting. Against what savings there were, the
company had to set the lower yields and steadily falling
quality of free immigrant cane that were noticed by observers.
Might it not be just as economical to grow the cane itself?

Table 4.2
Cultivation of cane by Indians at Navua, 1894-1901

Year Production Price
(tons) (including bonus)

1894 1,700 13s 6d

1895 3,500 13s 6d

1896 10,300 11s 10d

1897 12,200 12s 2d

1898 18,800 12s 1d

1899 19,600 10s 6d

1900 22,500 9s 10d

1901 32,500 9s 11d

Source: H.O. to Nausori, 22 April 1902, Nausori Out,
11 (1902), 69-73.

Accordingly, the Vancouver-Fiji Sugar Co. increased
its own acreage under cane, and discouraged Indian cultiva-
tion by paying a low price and charging more for services
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to growers, whose reaction was to switch to another crop
(usually rice). Yet, because most settlers were not on its
land, the company could not obtain a larger cane supply
simply by resuming properties it already owned: rather, it
had to incur the substantial capital expense of acquiring
new, often virgin land. This, in turn, reversed the down-
ward trend in the number of indentured labourers employed

at Navua. To clear and cultivate the new land more immi-
grants had to be imported, causing a rise in wage and super-
vision costs. What the company had not understood, however,
was that climatic conditions on the Navua would not enable
it to make an adequate profit on top of these additional
expenses. In 1911 a purchaser for the mill was being sought,
but well before then the boom on the river had turned into

a slump. Land was less able to support the high rents that
had been charged, merchants were unable to recover their
debts. The Navua Trading Co., for example, abandoned cane
over which it had liens because it found that, even if it
worked the land itself, it still could not recoup the amounts
owed. The fact was that with the decision of planters to
lease land to free immigrants in the 1890s, so making it
impossible to depend mainly on Europeans for cane, the
success of sugar in the district rested largely on the
ability of Indians to produce cheap supplies. The failure
of the Vancouver-Fiji Sugar Co. to perceive this, and to
co-operate with other interested parties to evolve a scheme
to facilitate it, greatlZ damaged plantation (and merchant)
interests on the Navua.3

The settlement of Indians on CSR's plantations had
started in the early 1890s as part of the company's wider
policy of leasing estates. At one time, Knox even hoped
that free immigrants would grow the bulk of cane crushed at
Nausori.3® 1In his view, settlement would help the company
to 'divide our risks with others ... to go back to the system
on which we originally started in New South Wales'.36 He
also hoped to obtain cheaper cane. Indians were to be given
land 'on which we cannot grow cane at anything like the price
at which this can be purchased from the coolies'. At Nausori,
though not at the other mills, they were to be paid a shilling
a ton less than Europeans. Within a short time Knox was
hoping that if the output of Indian cane was increased, the
company's position would be strengthened if it tried to
reduce the price of European supplies. This may well have
proved to be the case when the price of European cane was
reduced from 12s 6d to 10s 0d per standard ton in 1902. The
following year, amid fears that CSR would squeeze them out in
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favour of Indian growers who would accept a lower price,
several planters advocated legislation to prevent Indians
producing except as paid labour, but no such legislation was
introduced.

The settlement of Indians on company plantations pro-
ceeded more slowly than Knox had hoped. By 1901 little
effort had been made to encourage settlement at Rarawai or
Lautoka, and virtually none at Labasa. Perhaps this was
partly because cane was being grown reasonably cheaply by
the company, so that there was little need for CSR to incur
the administrative cost of subdividing plantations. It was
also felt that the drier climate which made the soil more
difficult to work than at Nausori would discourage Indians
from growing cane in western Viti Levu and on Vanua Levu. 38
It was at Nausori, where the cost of company cane was much
higher than on the other side of the island, that the great-
est efforts were made to settle Indians on CSR land. The
company began in the 1890s by placing them on individual
plots, usually of five acres or fewer. It would prepare
the land for cultivation and help with harvesting, deducting
the cost of such services — and rent — from the price paid
for cane. Leases were for only two years, after which
settlers were moved on to new land leaving the old to lie
fallow — a system of rotating the grower rather than the
land. This must have reduced the appeal of CSR's land to
Indians who, in the certain knowledge that they would be
moved after two years, would have had few rights of owner-
ship over a particular plot. Right of transfer, for example,
would have been greatly curtailed.3?

This may have been one of the reasons why in 1901 CSR
felt that the settlement of free Indians was proceeding too
slowly, and needed to be supplemented by experiments with a
new arrangement — a system of 'planting companies'. Each
'company' consisted of several Indians who had collectively
leased land from CSR. Where necessary houses were provided
by CSR, which also paid one shilling a day to each member
who did hand work — planting, weeding, cutting cane and
loading on trucks — which was the 'company's' responsibility.
Horse work was done by CSR. After deductions for rent,
wages and other expenses incurred by CSR, the balance of the
proceeds from cane was paid to the 'company' for distribution
among its members. For CSR, which was referred to as 'the
employer' in its contracts with planting companies, the
scheme offered a chance to secure a more productive labour
force, while settlers with little capital saw it as a half-
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way house between leaving the plantation and obtaining land
which could be farmed individually. They were guaranteed
an income at least equal to that received under indenture,
with the prospect of a bonus at the end of the season.

So at first planting companies were quite popular among
Indians at Nausori, and realized CSR's hopes too. But it
was soon found that in a co-operative Indians did not have
as much personal interest in the yield of the crop as CSR
had hoped. After a time the interest of members fell and
the cost of cultivation to CSR increased. In 1904 it was
noticed that the cost of 'company' grown cane was higher
than if produced with indentured labour. Knox called for a
review, but before this could have an effect a drought pre-
vented any bonus being paid in 1906. Indians abandoned the
company system, and CSR did not try to revive it 40

Thereafter, the company's attention was focused on the
question of leasing plantations to overseers. They were
likely to achieve the cost reductions that were wanted, with-
out involving CSR in the time and expense of settling large
numbers of Indians on its land. Though in the long run
Knox still hoped that settlers on company land could be
persuaded to grow cane, for the immediate future they were
valued for the ways in which they could help stabilize —
perhaps even reduce — the cost of cane on plantations and
the cost of crushing it in the mills. This was clear from
contracts the Labasa manager proposed to make in 1905 with
immigrants in their last year of indenture. In return for
a cash payment of £2 and the lease of three to four acres,
the Indian was to reside on his allotment with his family,
to work for three days a week (or for the whole week if in
the mill) whenever required by CSR at wages 25 per cent
higher than those of indentured labourers, and to grow a
certain quantity of crops annually for sale at fixed rates
to the company. The rate for maize was to be 1ls 9d compared
with 2s 11d for Fijian tax maize. Penalty for breach of
contract was put at between £1 and £5 — a large sum for
Indians."“!

By 1912, then, the trend among planters in general,
on the Navua and by CSR was away from seeing settlers on
plantation land as primarily a source of cane. Instead,
the emphasis was on settling immigrants so that they would
provide a pool of casual labour and, of secondary importance,
so that they would provide food crops needed on plantations.
Except at Navua and on a few estates elsewhere, settlers
were placed at the edges of plantations, on marginal land.
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As a result, though almost certainly greater than the
number on govermment settlements, the number of Indians
settled by planters was smaller than the number which, in
the absence of land elsewhere, was forced to occupy blocks
leased direct from Fijianms.

Indians on Fijian land

Free immigrants had leased land from Fijians ever
since the 1880s. The size of their holdings was greatly
influenced by the extent of plantation agriculture, which
was responsible for both the number of immigrants looking
for land and, to a significant degree, for the scarcity of
land available. The shortage in cane districts, where
Indians preferred to settle because of proximity to markets
and poor communications elsewhere, was of course partly due
to the amount of land held by Fijians. However, it also
owed much to the fact that large areas — mostly of the best
quality — had been taken up by plantations. Comparatively
little remained for Indians when their indentures expired,
so that the intense competition which resulted encouraged
the occupation of land in small plots. Moreover, on leaving
the plantation the average immigrant could not afford more
than a few acres of land — if any at all. Wages under
indenture had been so low that the amount he could save was
minimal. The exception to this were sirdars — those in
charge of other Indians under the supervision of a European
overseer. Not only were their incomes higher than others
under indenture, but they also received bribes — in individual
amounts of up to one shilling a week apparently — from labour-
ers who wanted to receive favourable treatment. They also
obtained an income from Fijians by spending part of their
wages on gambling, 'professional Indian gamblers' being
known 'to fleece the Fijians' deliberately. One sirdar,
from Wailevu estate at Labasa, has recalled (perhaps with
exaggeration) that he was paid £1 1ls 0d a week and saved
£100 while serving indenture.“? Once free, sirdars were well
placed to increase their wealth through trade, and to obtain
sizeable areas of land; over fifty acres was not uncommon.
Because of growing demand for smaller blocks by Indians who
were less fortunate, these landholders began to sublet in
allotments of a few acres, receiving more in rent than they
paid the Fijian owners. Frequently attached to the sublease
was the offer of credit, an extremely important provision
since it spared those with little capital having to re-engage
on plantations till they had saved more. As government and
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CSR recognized, without the Indian middleman, the zamindar,
settlement would have proceeded more slowly. Just as they
had helped planters by maintaining order among indentured
labour, time-expired sirdars now served the same interests
by hastening settlement on small blocks.

As part of other measures to promote settlement, govern-
ment action in 1897-98 reinforced the pattern of small hold-
ings. The procedure for leasing small plots of Fijian land
was simplified. Proposals to lease no longer had to go
before Provincial Councils, which met at six-monthly in-
tervals, but could be submitted to District Councils which
met every month. Legislation was passed to save Indians with
little capital the cost of surveying land (and waiting while

. the survey was carried out) in order to obtain a lease. For
leases of under ten acres it was no longer necessary to employ
a surveyor and register a plan, though a rough tracing and
description of the proposed lease was later required by
Ordinance 4 of 1905.%43 These measures encouraged Fijian land
to be leased more rapidly by Indians. From thirty Indians
occupying 492 acres in 1898, ten years later the number had
risen to 1,467 on 13,881 acres. Though settlement initially
proceeded fastest on the Navua and the Rewa, the expansion
of CSR's operations on the west of Viti Levu led to a sub-
stantial increase after the turn of the century in the number
of Indians occupying Fijian land in that part of the island.
In 1911 nearly half the registered leases of Fijian land
held by Indians were in the Province of Ba, a quarter within
ten miles of the Nausori mill, an eighth on the northern coast
of Vanua Levu in the Province of Macuata, and the remainder
were scattered in small settlements over the rest of the two
islands.""

From 1907 to 1910 government tried to regulate Indian
settlement on Fijian land more closely. Officials were con-
cerned, for example, about the whole host of informal and
illegal leasing arrangements that Indians entered into with
Fijians. Apart from a variety of share-farming agreements,
there was the practice of leasing a plot for several short
periods in succession. Since this was done in secret, the
owner could evade the legal requirement that his Roko and
Buli receive a portion of the rent. The problem also had
wider significance. Under informal agreements tenants had
no security of tenure, and hence little incentive to maintain
the fertility of the soil. If the land continued to be
farmed by Indians, it was likely that the output of crops
for sale to plantations would fall, and that in the search
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for land which had not been exhausted settlers would move
away from the centres of employment, so reducing the supply
of casual labour.“? Following representations by C.V.
Maxwell, the Stipendiary Magistrate at Lautoka and then
Macuata, the police were instructed in 1907 to prosecute

in cases where land was leased informally."“®

There was mounting official concern, too, about the
provision that no proper survey need be obtained for leases
of under ten acres. Tenants were expected to mark out their
land with pegs, but it was often found that pegs were moved
to increase the area of the lease, or that leases of tenants
overlapped. As in the case of informal leasing, concern
was expressed mainly in terms of law and order — disputes
might break out between tenants, for example — but once
again plantation interests were involved. Frequent disputes
might involve tenants in expensive legal action which would
increase costs, and might lead to reprisals in the form of
the destruction of crops otherwise for sale. Moreover, the
tendency to increase the size of leases raised the possibility
that they would no longer be worked with family labour alone
but would need hired workers as well, so increasing the
competition for labour. Finally, as government acknowledged,
to provide the rough description required under Ordinance 4
of 1905, Indians often paid a European or half-caste more
than would have been paid to a registered surveyor for a
proper lease. The cost of settlement was increased and with
it the burden of debt, often at high rates of interest,
making the cheap production of cash crops more difficult.
More than law and order was therefore at stake when govern-
ment enacted Ordinance 4 of 1909, which required that in
future all applications to lease, regardless of the land's
size, should be accompanied by plans drawn by a registered
surveyor. To prevent the extra demand driving up survey
costs to prohibitive levels, fees charged by surveyors for
small plots were regulated under Ordinance 4 of 1912.%7

A third area of govermment intervention about this
time was on the question of subletting land. Knox had always
felt that rents would be lower if Indians leased land direct
from Fijians instead of through middlemen, a view that rested
on the assumption that Indian landholders could drive harder
bargains than Fijians. This was undoubtedly true, not only
because Indians who already held land at fixed rents could
take advantage of rising values, but also because they could
often attract tenants at high rents through the offer of
credit as well. 1In 1902 Knox had told government that
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because the crop would have to pay several profits, sub-
letting would increase the costs of Indian cultivation.
Nonetheless, no action was taken by officials — and Knox had
even allowed his managers to experiment with the zamindar
system on company land — because the benefits of speedy
settlement were thought to outweigh the disadvantages of
subletting.‘+8 By the end of the decade the situation had
changed. Settlement was well advanced, and government could
risk slowing the process to ensure that the pattern of land-
holding was in line with its overall objectives. Im Thurn
became convinced of the need for action in late 1909, when
details of numerous transfers and subletting on a forty-three
acre lease were brought to his attention. 1In 1910 it was
decided that in future leases would normally be issued to
Indians in sizes of only five acres or fewer (or ten acres
of grazing land). The hope was that the high rents being
charged by middlemen would be reduced, and that by encourag-
ing smaller allotments the supply of casual labour would

be increased. The latter was a curious thought, for under
the existing practice subletting was so extensive that leases
were eventually fragmented into small plots. However, it
showed that the main purpose of settlement in official eyes
was the same as it had been in the 1890s.%9

From 1907 to 1910, then, government intervened in
ways that might have substantially modified the conditions
on which Indians leased Fijian land. Yet this intervention
had only a marginal effect on the pattern of settlement.
Neither Ordinance 4 of 1909 nor the five-acre limit applied
to leases that had been taken up over the past twenty-five
years. Nor does it seem that they greatly altered the
pattern of leasing over the next few years. The size limit
could be overcome if the owner of a lease persuaded a 'dummy'
to apply for an adjacent plot, to be handed over to him once
the application had succeeded. The requirement that all
leases be properly surveyed could be easily evaded by coming
to an informal arrangement with Fijians while, from the
extent of the practice in 1915, it seems that the instruction
to prosecute in such cases had little effect. Informal
leasing was so widespread that it was beyond the resources
of the police department to control.®0 There were other
aspects of settlement that were not susceptible to control
by planters or government — the rise in land values, for
example. Rent for an acre of Fijian land at Ra and Ba rose
from between 7s 6d and 20s in 1905 to from 10s to 30s in
1908 — a substantial increase for a three-year period.51
Higher rents increased the amount that Indians with little



Table 4.3

Government statement showing the area and value of land occupied by Indian immigrants in the colony in the year
1913 with the estimated value of buildings, live-stock and other property thereon

District Land- Land Buildings Crops
or holders
province No. Freehold Leasehold Total Sugar-  Rice, Bananas, Other Total Total
Tores Capital Acres Rental K(a)‘]i::n:f No. ‘ Value Zi;?; acres  acres :Eszz, 22?2; value
value value

£ £ £ £ £
"Suva 464 327 27,648 1,828 1,400 35,928 562 11,827 - = - = 462 1,631
Rewa - 760 5,075 7,045 3,289 8,364 1,703 12,625 2,433 864 1,485 29 4,811 45,000
Tailevu 34 1,243 6,450 1,151 146 - 39 240 - - 152 16 168 1,600

Colo East* 40 - - 200 - - - — — 5 146 7 158 -
Navua- 720 2,417 12,085 2,393 2,675 5,151 720 2,880 1,336 522 170 16 2,044 18,689

Serua

Ra* 229 - - 10,000 1,021 - 244 804 64 - - - - 3,515
Colo North* 60 - - 1,242 291 - 278 690 375 641 - 636 1,652 5,350
Ba* 567 - - 5,184 2,279 12,714 - 2,080 1,136 834 - 226 2,196 22,136
Lautoka* 422 - - 4,263 - - 617 3,294 709 - - - - 8,289
Nadi* - . - 6,458 - 23,528 930 3,502 624 1,523 1 742 2,890 14,587
Nadroga 312 - - 740 303 - 297 2,472 70 600 30 - - 2,806
Bua - 604 1,812 665 217 - - 308 - - - - - 1,140
Macuata* 831 500 1,500 4,686 1,805 - - 5,698 20 3,844 - - 4,686 14,034
Savu Savu 42 = = 227 - - 32 152 - - - - - 478

Taveuni nil - - - - - - - - - - - - -

Levuka - - - - - - - - - - - - - -

Lau - — - - - - - - - - - - - -—

Total - 5,851 54,570 46,082 13,426 35,685 5,178 46,572 6,767 8,833 1,984 1,672 19,067 139,255
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District or

Live-stock

Other property

province
Cattle Horses Goats Sheep, pigs, Fowls Value Cutters, boats, Farm Value
etc. etc. implements
£ £
Suva 458 50 42 - 3,660 5,996 - - 765
Rewa 1,597 91 100 70 10,108 12,777 171 412 2,018
Tailevu 117 14 2 - 254 754 - - 46
Colo East* 35 1 2 7 591 200 — = -
Navua-Serua 892 25 192 22 3,325 4,982 36 not stated 1,316
Ra¥* 1,018 196 64 - 3,186 4,572 - 201 300
Colo North* 1,146 152 120 - 2,600 5,132 - 150 600
Ba* 2,361 501 145 - 6,700 24,457 - - —
Lautoka* 1,015 90 9 - 2,004 5,958 - - 889
Nadi* 2,530 235 - 82 6,515 14,709 - - 4,924
Nadroga 881 136 152 - - 3,910 23 147 551
Bua 554 4 188 - 1,000 1,890 - — 455
Macuata* 3,301 67 2,063 85 11,328 11,442 — - 3, 350
Savu Savu - - - - - 485 — — 649
Taveuni - - - - - - - - -
Levuka - - - - - - - - -
Lau - - - - - - - - -
Total 15,905 1,562 3,019 266 51,271 97,264 230 910 15,863

Source: Cmd.

7764-5 (1914), Appendix 44.

Notes: The details supplied are incomplete in respect of districts marked *.

The values are likely to have been exaggerated to impress the Indian government commissioners, McNeill and Chimman Lal, for whom

they were prepared.
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capital had to borrow, while the shortage of capital in

the Indian community, together with the poor security that
most borrowers had to offer, meant that loans could generally
be obtained at only high rates of interest — often over 30
per cent a year.52 Though the Fiji Sugar Co. made a few
loans to growers, as did CSR after 1905, the restriction of
loans to those with good security limited the extent of
advances.?>3 Frequently, Indians on-lent European advances

at much higher rates of interest to compatriots with less
adequate security. The result of high interest rates and
rising land values was to increase cultivation costs and

to limit the ability of planters, with their greater bargain-
ing power against the numerous and scattered Indian growers,
to reduce the price of crops bought from settlers.>* Never-
theless, in 1912 government and planters could have taken 7
comfort from the fact that Indian produce was normally cheaper
than alternative supplies, and that in the most important
respect settlement had developed on lines consistent with

the needs of plantations — by far the majority of settlers
were farming small plots of land.>>

Settlement helped Indians to improve their standard
of living substantially. In 1912 they held over £16,000 in
banks.”® To this could be added sums that were hoarded
rather than banked, and capital which had been accumulated,
say in the form of livestock (see Table 4.3). Yet economic
development in this way was limited by planters' demand for
cheap labour. Apart from attempts to get them to grow cane,
settlers were seen primarily as a source of labour. Conse-
quently, planters were willing to lease them only marginal
land, and since rents seem to have not always taken the
quality of soil fully into account, perhaps this limited the
income settlers could obtain from their plots. The frequent
stipulation that they work on plantations, or in the mill,
whenever required meant that growers could be forced to leave
the land at times critical for planting, cultivating or
harvesting their crops. It may also have helped planters
to keep wages below what would have prevailed had there been
perfect competition in the market. In 1905 CSR's Labasa
manager had hoped to settle Indians on condition that they
work as required for 1ls 3d a day; but the free market wage
of time-expired labourers was often nearer to ls 6d, though
it did vary. Of particular significance was the encourage-
ment given to settlement on small holdings. Plots of under
five acres suffered 'incessant intense cropping' which caused
the impoverishment of the soil. 1In a report on the condition
of Indians in Fiji, C.F. Andrews and W.W. Pearson contrasted
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the use of 'scientific cultivation', such as the extensive
use of green manure, by the handful of large-scale Indian
planters with the inferior techniques of small growers who
overcropped the s0il.>7 The problem was that to derive
what they considered to be an adequate income from their
small farms, Indians failed to rotate the land. The long-
term result was reduction in their incomes. So it was that
the sugar industry's dependence on cheap labour limited the
contribution to economic development of Indian settlement.



Chapter 5

Crisis and change, 1912-1923

The period 1912 to 1923 was a watershed in the history
of the Fiji sugar industry, for it was during these years
that the supply of indentured labour came to an end. Though
in Britain there had been growing opposition to it on
humanitarian grounds, it was nationalist agitation in India
which finally brought a halt to this form of migration. 1In
1916 Lord Hardinge, the Viceroy, announced that the recruit-
ment of indentured labour would be prohibited when a less
objectionable scheme had been devised, but the danger of
widespread disturbances, and even mass disobenience organized
by Mahatma Gandhi, forced the Indian governmment the following
year to stop all further migration to the colonies for the
duration of the war and two years after. The last shipload
of indentured labourers had already arrived in Fiji, but
they did not serve their full terms for, to satisfy public
opinion in India, all indentures in the colony were cancelled
on 1 January 1920. The sugar companies and planters reacted
to the threat, and then the reality of the disruption of
their labour supply by settling immigrants on their estates,
in the hope that eventually their dependence on imported
labour might be greatly reduced. At the same time they tried
to persuade India to permit a resumption of emigration on
new terms, provided the conditions would not cause a prohib-
itive rise in the cost of labour. No new scheme of immigra-
tion satisfying all parties could be devised, however, with
the result that at the end of the period, to overcome the
shortage of labour, CSR began to abandon the estate form of
production completely, in favour of the cultivation of cane
by Indian growers. The preoccupation of the period, then,
was with the retention of a cheap supply of labour.!

Indian settlement, 1912-22

In 1912, several years before the flow of indentured
immigrants ceased, both CSR and government had become con-
cerned about growing opposition to this method of procuring
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labour. Officials warned planters that "the non-conformist
party' in England, including several leading members of the
Liberal Government, disapproved of existing arrangements,
while CSR was well aware of the mounting feeling against the
system in India following visits by Thomas Hughes. After a
spell in Fiji, during which — as the Labasa manager — he had
been fined for his treatment of Indian labour, Hughes had
become a part-time international ambassador for CSR, and an
expert on labour matters. In his view, an even more serious
and immediate threat to the future of immigration was the
growing demand for Indian labour. Although the population
of United Provinces and the Madras Presidency, which supplied
about 75 and 25 per cent respectively of Fiji's immigrants,
was put at 88 million, only a small proportion of these were
willing to migrate. In 1912 Hughes estimated that against
the requirement of 25,000 labourers a year to all the sugar
colonies combined, annual migration to tea districts within
India had averaged about 350,000 over the previous ten years,
while that to Ceylon had varied from 150,000 to 175,000.
Migration to the Malay States had risen from 45,000 in 1909
to 103,000 in 1911. Already a shortage of labour was being
felt in Ceylon: it could only be a matter of time before
Fiji experienced the same.2 To 'avoid the calamity that
would follow a stoppage or serious curtailment of the labour
supply’', CSR urged that new measures be adopted to settle
Indians near plantations. Knox wrote:

The only means by which the position could be rendered
really secure would be to make the industry independent
of immigration by permanently attaching to it the
people introduced for plantation work.

CSR's efforts in this direction were supported by
government, which saw improved facilities for immigration
partly as a way to augment the colony's supply of labour
but also, and of growing importance, as necessary to persuade
India to allow immigration to continue. Added urgency was
given to the question by the visit in 1913 of the McNeill and
Chimman Lal Commission, sent from India to examine the con-
ditions of indentured labourers overseas. The Commission's
recommendation that more be done to encourage settlement in
Fiji“ met with a quick response from officials, who were
already dealing with one matter raised by the Commission —
the question of Indian indebtedness. The high interest rates
associated with credit from storekeepers and money-lenders,
occasionally up to 120 per cent a year, made it more diffi-
cult for intending settlers to finance the acquisition of
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land. The government wondered if some form of co-operative
credit could be introduced to cheapen loans and facilitate
settlement. Enquiries about this had been made in India
before the arrival of McNeill and Chimman Lal but in late
1913, despite the Commission's concern about the problem,
government decided that the time was not yet ripe to intro-
duce co-operative credit societies. Not only would they have
been very difficult to supervise, but the security most
Indians could offer was considered totally inadequate. The
vast majority of settlers held land on short tenure, even

in government settlements where a six months' occupation
licence instead of a lease had become normal. It was resolved
that 'the question of granting advances to settlers should
await the final decision in regard to the native land
question'.>

Thus attention was focused on the leasing of Fijian
land. Following a recommendation by McNeill and Chimman Lal,
the five-acre limit on leases of Fijian agricultural land
was raised in 1914 to ten acres, with twenty acres for
grazing land, thereby increasing the income a new settler
could expect to derive from his farm. Soon after, to increase
returns to the owners, a system of auctioning leases of
Fijian land was introduced, but to prevent this more com-
plicated and expensive procedure from hindering Indian settle-
ment, leases of under ten acres of planting and twenty acres
of grazing land were made exempt. In addition, security of
tenure for Indians (and others) with registered leases was
increased by Ordinance 23 of 1916, under which if an owner
refused to renew a lease he had to compensate the outgoing
tenant for the value of permanent and inexhaustible improve-
ments made during the currency of the lease. Since Fijians
had difficulty in raising cash to pay compensation, at least
initially leases were generally renewed, so increasing the
tenant's feeling of security and reducing his need to bribe
the owner to obtain a renewal. Yet the benefits of this
were limited only to settlers with registered leases. The
majority of Fijian land, those with informal agreements,
were unaffected.®

Consequently, a more effective way to encourage settle-
ment — and one that government tried — was to increase the
amount of available land for leasing. The trouble was that
it was virtually impossible to open new government settle-
ments because not enough Crown land was available, and
Fijians were reluctant to lease suitable blocks for the
purpose. For a number of years officials had been trying
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to persuade Fijians to hand over to government surplus land
which would be leased on their behalf. Originally it had
been hoped to throw this open to Europeans, but from 1912-13
government acquisition of land in this way was seen in terms
of Indian settlement. In 1903, 1911 and 1912 the Council of
Chiefs had supported proposals to make available to govern-
ment surplus land in the colony, but despite official efforts
to persuade Fijians to give effect to the Council's resolu-
tions, especially that of 1912, the response had been poor.
Between 1912 and 1914 Fijians released land only in areas
where for many years settlement was not likely to occur, or
only on conditions that would be unacceptable to prospective
tenants. They wanted all land that in the past had been, or
might in the future be, used for planting to be excluded.

To overcome the problem, in 1914 Sir Ernest Sweet-
Escott (governor, 1912-18) proposed to establish Land Boards
comprising the District Commissioner for the area concerned,
the Roko and a land officer. The Boards would discuss with
Fijians what land was available and then, on the advice of
the Commissioner of Lands and the Native Commissioner, the
governor would decide what land should be acquired in the
public interest, particularly for Indian settlement. The
Colonial Office refused to sanction the plan because of
opposition from Fijians who wanted a majority on the Boards.
Instead, the following year a compromise solution was agreed.
Land could only be leased if it was first handed over to
government to lease on the owner's behalf. Fijians were
spared the fear that government would acquire land against
their will, while government hoped to prevent direct
negotiations between Indians and Fijians which, by leading
to high premiums, was thought to have hindered the process
of settlement; the hope was not in fact realized, for
Indians still bribed Fijians to give their consent when
proposals to lease were considered by government.7

Moreover, this attempt to solve the land question did
not enable government to acquire large areas of Fijian land
for Indian settlement. Though under Ordinance 16 of 1906
government could obtain land compulsorily in the public
interest, the Colonial Office was against any action in
regard to Fijian land that did not have the support of its
owners. The only way to acquire large areas would be to
persuade Fijians to lease in return for high rents. It
was in this situation that officials in 1915 welcomed CSR's
offer, designed to increase the company's labour supply,
to lend £100,000 for the acquisition of Fijian land,
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improving it and subletting it to Indians at 5 per cent

of the capital outlay. A trust was set up in 1916 to
administer the fund, but by 1918 none of the money had been
spent and CSR withdrew the offer. Circumstances had changed.
Immigration had stopped, so that it was no longer necessary
to settle the 3,000 or so Indians whose indentures would

have expired each year. The problem now was not so much

to open up new land for settlement: rather, with the shortage
of labour to work plantations, the need was to settle Indians
on existing estates so that they could cultivate cane them-
selves. Indeed, the more new areas made available the more
difficult it would be to find tenants to occupy plantations.
So paradoxically, though government had encouraged settlement
on Fijian land largely in the interest of planters, the very
modesty of its achievement became, after the halt in immigra-
tion, a major contribution to meeting the immediate needs of
the industry.8

Since 1912 the Vancouver-Fiji Sugar Co. and CSR had
been trying to settle Indians on their estates. Though
some were expected to take off-farm jobs as well, in an
emphasis which had not been seen since 1905 it was intended
that the majority should do nothing else but grow cane. In
settling immigrants, the sugar companies had to overcome the
widespread tendency for yields on Indian farms to fall. 1In
1912 it was reported that some growers produced just over
eight tons an acre, compared with twenty-four tons or more
under the plantation system. Because Indian methods of
cultivation caused the soil to be exhausted (due to the short
terms of their leases), CSR's managers in Fiji were at first
lukewarm toward head office suggestions that immigrants be
settled on company estates. There was also the problem that
settlers had shown a decided preference for crops other than
cane. Table 5.1 shows that between 1909 and 1913 there had
been a decline in the output of Indian grown cane and an
increase in the production of alternative crops. Though
part of the decline was due to the discouragement of Indian
cane production at Navua, significantly the growth of the
free Indian population had not offset this decline by an
increase elsewhere. The importance of ensuring that tenants
actually grew cane and that their cultivation practices were
of a high standard was reinforced by Thomas Hughes's examina-
tion of the Mauritius sugar industry in 1913. It was re-
ported that yields suffered because, once they had obtained
freeholds, many settlers were content merely to exist on
their small plots. Whether the lack of incentive was really
due to land tenure is unclear, but CSR certainly interpreted
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it in this light. Perhaps output was higher on leases
because their occupants had to meet rent obligations which,
in a period of rising values, were likely over a number of
years to exceed in total the freehold price. Moreover,

the landlord could stipulate conditions which would ensure
that a high output was maintained. Hughes also found that
Indian smallholdings should have comprised about one-third
of the total cane area in Mauritius, but that many had gone
out of cane while 'the Indians' defective agricultural
methods constitute a source of grave anxiety as to the mills'
future supplies of cane'. Past experience of settlement in
Fiji and Mauritius, then, encouraged sugar companies to
devise schemes that would enable them to exercise consider-
able control over their tenants.?

Table 5.1
Acreage of crops cultivated by free Indians, 1909-13

Year Cane Rice Maize Bananas Beans Tobacco Others Total

1909 7990% 7000 689% 1054 294 29 97% 17464%
1910 7487% 9553 756% 979% 200 54 189% 19220
1911 6630 11450% 2221  1338% 328 184 581 22733
1912 6621 10008 2503 2064 559 100 141% 21966%

1913 6233 13022 2808 1850 364 139 1056 25472

Source: Indian Immigration Reports, 1910-14.

This need for control was reflected in agreements,
dating from 1912, between the Vancouver-Fiji Sugar Co. and
immigrants whose indentures were due to expire in three to
six months. 1In return for the cancellation of his indenture,
an Indian was obliged to reside on a block of company land,
to devote the whole of his time to the cultivation of cane
unless given permission by the company, to plant the variety
of cane and do all the drainage work and cultivation required
by the company, to deliver cane required by the company, to
deliver cane free of trash and of a quality judged by the
company to be satisfactory, to give no lien over his crop
to third parties without the company's consent, and to pay
5 per cent interest on advances made by the company which
would be afirst charge against the crop. The agreements
were to last till 1919. Contracts with CSR's Indian tenants
contained similar provisions, but with an additional one that
forbade subletting.10 It was one thing to make contracts
but quite another to enforce them. Enforcement depended on
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the general satisfaction of Indians with the settlement
schemes that were devised. Yet, even though the experiments
up to 1922 attracted tenants, there was far from general
contentment with the conditions on which land was held.
Dissatisfaction stemmed largely from the size of plots that
were leased.

The Vancouver-Fiji Sugar Co., for example, divided
some of its estates into farms of about six acres of which
no more than four, sometimes fewer, were supposed to be
cropped in any one year. The manager in 1912, Mr E. Duncan,
believed that £20 a year would cover a man's living and
working expenses, and that the proceeds from a farm of that
size would exceed this by a few pounds. 1In an effort to
attract growers, the company adopted a policy of paying
higher prices than elsewhere in Fiji. At the start it paid
6d a ton for Malabar and 1ls 6d for Badilla,more than was
paid on the Rewa. It also charged lower rents than were
often paid by Europeans in the district. Settlers were
expected to pay around six to seven shillings an acre.
Initially the company seems to have found the scheme quite
a success. By 1917 the amount of Indian cane exceeded that
grown by the company. Yet, in a period of rising prices and
of industrial and political unrest after the war, the policy
of paying relatively high prices and charging moderate rents
was not on its own enough to satisfy tenants for long. What
counted was the total net proceeds from cane, and these were
limited by the size of the farms. As was later recognized
(by CSR), Indians were capable of farming more than six
acres. Settlers at Navua found they had surplus labour
which, under the terms of their contracts, they could not
devote to wage employment away from their farms. But the
number of growers made it difficult for the company to
enforce this provision, so that the likelihood of settlers
neglecting their plots in search of seasonal wage employment
was considerable. It was likely, too, that in an attempt
to increase their total income growers would try to crop a
larger area than that stipulated by the company, thereby
adding to the problem of supervision and exhausting the soil.
These factors, together with poor harvests in 1918 and 1919,
account for the decline after 1917 in cane production at
Navua. By the end of 1921 output had fallen from a potential
of between 45,000 and 50,000 tons to 11,000, and this was
one of the reasons given for closing the mill the following
year.ll

The small size of farms also caused problems with one
of CSR's settlement .schemes, known as the 'settlement area



system', which was started on the Vuci Maca plantation at
Nausori in 1912. Most of the farms were of four to eight
acres, producing difficulties similar to those at Navua.

But there were other problems as well because, unlike the
Vancouver-Fiji Sugar Co., CSR decided that the farms were

too small for the growers to do the necessary horse work
themselves. The company would have to do it for them.
Initially CSR made a fixed charge per acre for the work,

but it found that after meeting this expense plus rent, when
yields were low the surplus left to growers was very small.
So in 1916 the company switched to charging a fixed sum per
ton of cane, only to find that growers with high yields
complained that they had to pay more for the same amount of
horse work than those whose farms produced less. To this was
added another difficulty. 1In devising the scheme, CSR had

to ensure that the advantage of reducing the labour it needed
for cultivation would not be offset by the need for more
labour to plough a large number of farms,each with its own
system of rotation, than would have been required to plough
the land if worked by the company itself. Consequently, CSR
had allotted to four tenants, say, an equal number of rows

of cane on about sixteen acres. The strips ran the full
length of existing estates to enable the land to be worked

as a single area — four acres plant cane, four first ratoon,
four second ratoon, four fallow. Growers owned strips in
each of the four acres, were responsible for hand work, and
were to take individual care of their plots rather than work
them on a co-operative basis as had the 'share companies'
before 1906. However, farming the strips as a single area
encouraged growers to gang together to work the land co-
operatively under the guidance of a CSR overseer, the company
advancing wages to the gang which deducted from the proceeds
of a grower's cane the cost of the work done on his farm.

The individual's identification with his plot was reduced,
while disputes arose when differences in the quality of land
caused yields, and hence incomes, to vary between farms even
though the amount of work done on each was the same. Planta-
tion labourers complained because growers were little more
than labourers in effect, and yet their incomes were higher
than if they had been employed as such. Disputes between
growers and the dissatisfaction of labourers increased the
difficulty for CSR of controlling both groups, with the result
that there would have been considerable risk for the company
if it perpetuated the scheme; at the same time, any profits
made from the land would have gone to the growers. CSR
decided that the settlement of Indians on small plots with
the company doing the horse work had not been a success, and
the experiment was terminated in 1921.!2
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In 1917 CSR tried a different settlement scheme.
Plantations, especially in the west of Viti Levu, were
divided into 50-70 acre farms which were handed over to
Indians, who were to be responsible for all the horse as
well as cultivation work. Some, as on its Mataniqara estate
at Ba, were fairly successful, but with others CSR had
constant difficulty. At Lautoka it was unable to prevent
Indians on large farms subletting the land at a profit.

It ends always in trouble, and our experience has been
throughout the Sigatoka district that, where large
areas are concerned, the Indians have always partitioned
them amongst themselves, and it is these cases that

are continually having us embroiled in trouble with the
Suva lawyers. We never get into legal discussions or
court cases with men on small areas .... [It] ends in
nothing but continual strife, dissatisfaction, squabb-
ling and quarrelling, which makes such inroads into the
happiness of the community and the general inclination
to work steadily.13

The company also had difficulty preventing its tenants from
spending too much time away from their farms. 1In 1923 this
form of settlement was also abandoned. Once again, the
problem had been the size of blocks leased to Indians.

A further problem with these settlement schemes was
that the size of farms aggravated, rather than helped solve,
the shortage of labour on plantations. If a 50-70 acre block
was worked as a single farm by its owner, hired labour would
be required; this would lead to competition with plantations
for labour, making it more difficult to work the remaining
ones economically before they were leased. Beside this
critical short-term problem, it was doubtful if in the long
run large Indian-owned farms would overcome the labour short-
age. If all plantations were divided into fifty acres or
so, was it likely that Indians would work their labour so
much more efficiently as to be able to farm with fewer men
than Europeans? And would Indians be more successful than
planters in resisting demands for higher wages? On the
other hand, leasing in small plots of four or six acres,
with a prohibition on off-farm employment, added to the
scarcity of labour by creating underemployment among growers.
The number of Indians settled on a given area was greater
than it need have been. Moreover, the 'settlement area
system' required CSR to maintain a small labour force —
about four men per one hundred acres — to do the ploughing,



101

so reducing the number of immigrants who could be settled
on the land.l!* 1In short, the settlement schemes tried
before 1922 failed to overcome the shortage of labour and
to induce tenants to accept the control of sugar companies
failed because the farms were either too small or too
large.

Plantations and their labour supply, 1916-1922

When CSR began to settle Indians in 1912, Knox thought
that eventually they might replace the European planter.
His view was shared by the company's Inspector, W.P. Dixon,
a farsighted and forceful man, one of the few senior managers
able to stand up to Knox, and the person who would eventually
do most to promote the small-farm system in Fiji. After the
report on Mauritius however, Knox became less optimistic
than Dixon about the success of settlement schemes. He was
concerned not only about the tendency for yields of Indian
growers to fall, but also by a suggestion that dependence
on a large settled population in Mauritius was making it
increasingly difficult for the mills to obtain labour.
Consequently, Knox saw the settlement of Indians as sub-
ordinate to the interests of planters. In 1919 he gave
clear instructions to this effect:

We would say that we do not wish to do anything that
would tend to prejudice the returns of the European
growers, such as cutting an undue proportion of Indian
grown cane now that full supplies are available.l®

There were, then, no grounds for the fear among some Euro-
peans that CSR wanted to encourage Indian settlement at
their expense — a fear that increased in 1917 when the
Nausori mill discontinued the practice of paying 6d a ton
less for Indian than for European cane. For Knox, settle-
ment was simply a precaution in case the supply of immigrant
labour should fail; so long as immigration continued the
plantation system would last.l®

The survival of planters depended on control over
labour costs. At the beginning of the war, CSR tried to
cushion planters against what it realized was an unavoidable
rise in the price of labour. To help them meet an increase
in the minimum wage from ls to ls 6d, in 1915 the company
introduced a war-time bonus of 2s 6d per ton of cane. It
also gave planters up to 6d a week per man to help defray
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the higher cost of providing rations, which by law had to

be supplied for the first six months of a person's indenture.
From 1916, however, the emphasis switched to helping planters
solve the problem of escalating labour costs themselves. A
proposal by Knox that CSR meet part of the increased expense
to planters of importing immigrants was defeated by the
Board, thanks largely to the arguments of Dixon. If CSR
promised to pay the extra passage money, there would be

less incentive for planters to economize in their use of
labour. A smaller labour force, both on company estates and
on those of planters, was essential if the shortage of labour
was to be overcome.l8 1In pressing this point, CSR could draw
on its experience in Queensland where high labour costs since
the turn of the century had led to the adoption of labour-
saving devices. So the number of horses employed in Fiji

was increased and motor tractors introduced, while Indian
growers were encouraged to use better farm implements.

Before 1916 an average throughout the year of thirteen to
fourteen labourers had been used to cultivate one hundred
acres. Within four years this had been reduced by 20 per
cent. In addition, more strenuous efforts were made to
secure a permanent supply of labour by settling Indians on
the edges of plantations. All these measures were quite
successful at first, especially in western Viti Levu and at
Labasa. But on the Rewa they failed to prevent CSR's tenants
from letting their estates revert to the company after 1915.19

17

Beside the frugal use of manpower, CSR was determined
to prevent the shortage of labour pushing wages to an un-
economic level. Before late 1919 it refused a further
increase in cane prices, so limiting the ability of planters
to raise wages. Pressure was put on tenants not to pay more
in order to compete for labour, the extension of credit by
CSR being a useful weapon to prevent those on more profitable
estates getting out of line.20 Furthermore, on top of all
its other advantages to CSR, the encouragement of Indian cane
cultivation was seen as a way to strengthen resistance to
demands for better wages. In 1917 Indian growers at Lautoka
had defeated an attempt by labourers to raise mill wages by
promising to work the mill themselves.?2! Thereafter, CSR
wanted to bind growers still more closely to the company.

The resident inspector of immigrants at Lautoka, S.S. Lord,
reported in 1920:

With the ingenuity which is characteristic of this
company the policy seems to be to create in each
district a small number of wealthy cane planters, and
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these will act as a buffer between the Co. and the
ever-increase-demanding wage earner. The interests of
these affluent and influential Indian cane growers
will be drawn towards the company, for they become
employers of labour and thus wage payers.22

CSR's own files show that this was an accurate description of
company policy. In 1921, however, it was noticed that while
CSR's control over harvesting gangs enabled it to regulate
the wages paid by growers to cutters, wages of Indians em-
ployed in cultivation work were not so easy to control.?3

Not only was the company anxious to prevent an increase
in current wages: it was also determined that any new scheme
of immigration should not be on terms that would cause labour
costs to rise in future. Thus it was utterly opposed to a
scheme of 'aided colonization' devised in 1916 by an Inter-
Departmental Conference in London. The scheme would have
entailed a massive rise in importation costs since a wife
and up to two children could have been introduced with each
adult male. Immigrants would work for only three instead
of five years, so reducing the period over which the expense
of introduction could be recouped. Moreover, after six months
in the colony the immigrant would be free to move from one
employer to another, thereby increasing for planters the
difficulty of controlling labour. The Conference suggested
that the cost of importation be met by a levy on each em-
ployer, payable four times a year and based on the number
of recent immigrants in his service during the previous three
months. In Fiji, however, in order to shift the cost from
the planter to the miller, government rejected this last
suggestion in favour of an export tax on sugar. It was not
surprising that CSR and the Vancouver-Fiji Sugar Co. united
in opposition to the scheme.?% 1In their view, if the opera-
tion succeeded the patient would die. 1In 1919-20 an alterna-
tive plan for state-aided migration was advanced by a govern-
ment-backed unofficial mission to India, led by the Bishop
of Polynesia. The plan was for immigrants to come specific-
ally to settle on the land without any obligation to work
for a particular employer, their passages being paid from
a common fund raised in the colony. Though Hughes discussed
the idea with the mission and made suggestions, the scheme
would have been no solution as far as CSR was concerned.
There was no guarantee of a continued supply of labour at a
cost employers were prepared to pay, while the likelihood of
a special tax on the industry to cover importation expenses
remained.?® Though public opinion in India and industrial
unrest in Fiji during 1920 and 1921 were more responsible
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than CSR for the failure to introduce either of these schemes,
it was clear that the terms on which the company wanted a
resumption of immigration were totally incompatible with
political realities in India. Knox reacted with demands that
the British government coerce India over the question, that

it pay as much attention to business interests in Fiji as it
had to those in Malaya and Ceylon whose supply of Indian lab-
our continued after the war, and that it honour Lord Hardinge's

supposed pledge in 1916 that after the war a form of state-
aided migration from India would be resumed. Although these

demands were totally unrealistic, given his opposition to a

rise in labour costs they were the only option left to Knox.Z26
The General Manager's approach was criticized by some

of the company's senior officers like Dixon and Hughes, and

by government. It was felt that Knox's views were old-

fashioned, that he was insensitive to public opinion in

both India and Fiji. The Colonial Office described him as

a 'peppery aristocrat', and as 'an irascible autocrat of 75,

notorious for his methods of dealing with strikers and

business opponents'.27 Since the 1870s, through his single-

minded devotion to profit and his grasp of the technicalities

of sugar production, Knox had been largely responsible for

the success and expansion of CSR. But now, during and after

World War I, he was as much dominated by, as dominating, the

company to which he had contributed so much. His obstinacy

over wages and immigration, expressed in open attacks on

the British government, was not simply the idiosyncrasy of

an old man. Rather, it was a reflection of commercial

realities, of an understanding of where the best interests

of CSR shareholders lay.

And the one place they did not lie was in the distribu-
tion of windfall profits in higher wages. Since it was
generally expected that sugar prices would fall after the
war, or after their short-lived boom following the war, Knox
was determined to restrict any increase in wages and cane
prices to what the industry could support once the world
price returned to 'normal', the pre-war level. It would be
easy to raise prices and wages but much more difficult to
reduce them later. Moreover, it was by no means certain
that a future supply of labour could be arranged. Apart
from the problems with India, the import of Chinese and
Japanese labour was impossible for political reasons, while
difficulties with CSR's settlement schemes gave little hope —
except to Dixon — that Indian cane growers would provide
an eventual solution to the shortage of labour.28® There
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was, therefore, a very real possibility that the industry
would collapse. 'In such circumstances', Knox told Sir
Cecil Rodwell (governor, 1918-25),

it behoves us to husband, as far as practicable, any
windfall derived from high prices, so that in the
event of a collapse, we may be in a position to return
to our shareholders as large a proportion as gossible
of the capital they have sunk in the colony.2

In other words, the industry had become particularly high
risk and correspondingly high profits were required.

CSR's determination to limit the rise in labour costs
increased the friction between company and government that
had existed before the war. Officials appreciated the
industry's need for cheap labour, but felt that if the com-
pany had spent more on improving the welfare of plantation
workers not only would the industrial unrest that hit the
colony in 1920 and 1921 have been avoided,but also the chance
of finding an immigration scheme acceptable to India would
have been increased. Although officials readily accused
Knox of being politically naive, they were hardly being more
astute themselves in believing that India could be persuaded
to allow immigration to resume on terms that would have been
economically viable for Fiji.30 Nevertheless, government
felt that CSR should do — and should have done — more to
share its profits with others in the industry, especially
since Rodwell estimated that the cost of living for a single
male Indian had risen from up to 7s a week before the war
to as much as 12s in 1919.3! At the same time, the price
of raw sugar had risen from an average of £11 in 1913 to £16
in 1919, reaching a peak of £29 the following year (see
Table 5.2). Despite CSR's protestations to the contrary,
government felt there was plenty for the company to dis-
tribute in higher wages, and in higher cane prices which
could be passed on in better wages by planters. Eyre Hutson,
administering the government in 1916, estimated that though
the increase to date in sugar prices represented an extra
profit to CSR of up to £5 a ton of raw sugar, the bonus of
2s 6d to planters represented a cost to the company of under
£1,32 Furthermore, in order to minimize increases in the
price of refined sugar in New Zealand, the company had
arranged to sell the bulk of Fiji's output during and
immediately after the war at prices, except in 1921 and 1922,
below that on the world 'free' market (see Table 5.2) — an
arrangement by which producers in Fiji effectively subsidized
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the consumer. This aroused indignation among officials who,
not entirely understanding the position at first, suspected
CSR of submitting misleading returns to the Customs Depart-
ment. In compiling statistics, government relied on CSR and
the Vancouver-Fiji Sugar Co. for information about the
quantity and value of sugar exports. The value of exports

in 1915, not only to New Zealand but also to Australia and
Canada, was reported by these companies to be £12 a ton,
whereas on the open market, as measured by the value of

Java raws, they would have fetched nearer £15 10s Od. Sim-
ilarly, exports of molasses were valued by CSR at £1 a ton,
although governmment had it 'on good authority' that the open
market value was twice that. Officials were incensed by what
they took to be a 'monstrous understatement' of export values,
and were even more convinced that CSR could do more to improve
the welfare of Indians.33

Table 5.2

Quantity and value of sugar exports, 1913-23

Year Tons exported Value per ton® Raw sugar prices on

(f.o.b.) world 'free' market

(c.i.f. London)?
£ £
1913 94,710 11 10
1914 93,773 11 19
1915 85,562 12 19
1916 120,528 14 22
1917 97,335 15 27
1918 63,010 16 25
1919 64,348 16 30
1920 72,985 29 66
1921 72,624 28 25
1922 71,731 19 16
1923 44,108 20 26

Source: J.C. Potts, 'The sugar industry in Fiji. Its Beginn-
ings and Development', Transactions & Proceedings of
the Fiji Society, 7 (1958-59), 125. A.G. Lowndes
(ed.), South Pacific Enterprise, 443.

4These are approximate figures per calendar year, not
per crushing season. The c.i.f. London price was
rather higher than the f.o.b. price of Java raws
which were a better guide to the open market value
of exports from Fiji.
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Though officials strongly disagreed with the company's
attitude, they did little to force a change of heart. True,
an export tax on sugar was introduced in 1916 first at 5s a
ton, then the next year at 10s and finally at £1 in 1920.

A tax on molasses exports of £1 at ton followed the year
after. In 1920 an excess profits tax, directed mainly at
CSR, was also introduced. These measures increased the
colony's share of the exceptional profits being made but

by the time they were introduced, or increased as in the
case of the export tax on sugar, a large proportion of the
profits had already accrued to the millers. For CSR, though
any taxation was deplored, these taxes were better than
being forced to raise wages and cane prices. When raw sugar
prices returned to normal, it would probably be easier to
persuade government to reduce taxation than to persuade
labourers to accept lower wages. Indeed, what is striking
about their attitude is that though officials believed CSR
should encourage an increase in wages, they did nothing to
ensure that this was brought about. Rodwell opposed raising
the statutory minimum wage of indentured labourers in 1919
lest this make the industries of the colony uneconomic,3“
and when in November of the same year wages of unskilled
employees of government in Suva were increased from 2s to

2s 6d, officials made sure that wages on the Rewa and Navua
did not rise by the same amount (see Table 5.3). Parity
between government urban and rural workers was abandoned so
as not to put pressure on wages in the sugar industry.
Whatever officials might say — and significantly in terms of
what they were saying, the 1920 strike by labourers in Suva,
Rewa and Navua began as a protest against longer hours of
employment (for the same wages) in the Public Works Depart-
ment — the reluctance of government to force up wages in

the sugar industry reinforced CSR's strategy of limiting
wage increases.

The outcome of this policy was a decline in the real
incomes of free Indian labourers. Table 5.3 shows that
wages of non-government employees on the Rewa and Navua rose
by 33 per cent between 1913 and 1920. A commission to
inquire into the cost of living, appointed in 1920 and
chaired by the Acting Chief Justice A.K. Young, estimated
that in the same period the average price of Indian food-
stuffs had risen by between 86 per cent and almost 100 per
cent, depending on how items were weighted.35 Moreover, the
increase in rural wages had occurred before the end of 1917,
whereas much of the rise in prices had come later. There
was particular distress in 1919 because most of the rice
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and sharps consumed in Fiji were imported from Australia,
which in turn imported from India. The flow of trade that
year was disrupted by a ban on the export of rice from India
following the widespread failure of the crop, by a prohibi-
tion on the export of sharps from New South Wales and by a
shipping strike in Australia. The situation was aggravated
still further because merchants in Figi used the shortage to
profiteer at the consumer's expense.3 In early 1920
labourers in Suva, Rewa and Navua went on strike. Though the
stoppage had important political dimensions, it was essent-
ially a protest at the steep rise in the cost of living.

Table 5.3

Movements in wage rates of unskilled labourers in Suva,
Rewa and Navua, 1913-20

Government employees Non-government employees
Year Suva Rewa & Navua Year Rewaa Navuab
s d s d s d s d
1913 2 0 2 0 1913 1 6 1 6
1919 2 6 2 0 1915 2 0 1 6
1917 2 0 2 0

Source: 'Commission to Inquire into the Cost of Living', C.P.
46/1920.

Notes: ©2Based on CSR wages.

bBased on Vancouver-Fiji Sugar Co. wages.

There was talk of strikers demanding a wage of five shillings,
and resentment was expressed against merchants who were held
responsible for price increases. The strike was quickly
brought to an end through a display of force by government
which, in an effort to reduce the cost of living, soon after
began to subsidize the sale of imported rice and encourage
the local cultivation of foodstuffs. Subsequently the hut
tax, the main direct tax on Indians, was abolished as were
customs duties on certain food imports. The reaction of
officials, then, was not to increase wages which planters

and other European employers might be unable to afford:
rather, it was to switch the burden of taxation (through
higher export duties and the excess profits tax) away from
Indians to sugar companies, who were doing exceptionally well
from phenomenally high prices in 1920. Since the high cost
of living was likely to be short lived — prices would fall
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when the post-war boom was over — it was natural for govern-
ment to prefer as a solution temporary relief from taxation
rather than wage increases which might be difficult to
revoke later. This was consistent with CSR's view, though
the company objected to paying more in taxation itself.37

The 1920 strike was confined to south and southeast
Viti Levu and did not affect cane districts elsewhere, even
though the Indian community throughout Fiji had come on hard
times following poor cane harvests in 1918 and 1919. Not
only were labourers in difficulty. Many growers were heavily
in debt, having borrowed large sums to obtain land at values
which had risen sharply during the war. Under the leader-
ship of T. Riaz, in 1919 Indian growers in western Viti Levu
proposed an ambitious scheme under which CSR would take over
their debts, but the company refused to become involved
because of the complexity of the problem — leaving, it might
be thought, a situation ripe for industrial action by growers
as well.38 Yet outside Suva, Rewa and Navua, where many
growers supported the strike, none occurred in 1920. Why
was this? The main reason was that compared with other
districts, a higher proportion of Indian cane farmers in Rewa
and Navua occupied extremely small farms — a couple of acres
or less. Consequently, off-farm employment and wage rates
were more important to them than to growers elsewhere. Suva
was a major centre for casual employment. There was no town
of equivalent size in western Viti Levu or Vanua Levu. The
introduction of longer hours for the same wages in the Public
Works Department, which sparked off the 1920 strike, repre-
sented an attempt to reduce hourly rates. Since government
was the largest employer of unskilled labour in Suva, this
was bound to influence the wages for casual labour in the
city, thereby affecting a large number of part-time growers
on the Rewa. So they were willing to make common cause with
the urban labourers on strike.

In contrast, cane growers on the west of the two main
islands were less dependent on casual labour as a source of
income. This was true even of those on very small farms,
since for climatic reasons yields were higher than in Rewa
and Navua. CSR appeased these growers with a number of
concessions. First, the company promised to increase the
bonus on cane prices for 1920 from 2s 6d to 5s, making a
total price of 15s. Under pressure from growers, by mid-
1920 the bonus had been raised to 1lls with the offer of an
extra 20s for every acre planted in cane.3° Thus cane
prices in 1920 would be over 100 per cent higher than in
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1913, meaning that if the general price level had moved

at the same rate as in Suva, Rewa and Navua, real cane

prices would have been maintained, if not slightly increased.
Growers would be less likely to support a strike by labourers
and, indeed, might be expected to defeat one as they had in
1917. With growers satisfied, CSR was able to make a less
generous offer to labourers, increasing the bonus on wages
by 6d to make a total wage of 2s 6d a day. This represented
a 66 per cent rise on the 1913 rate, which was almost
certainly not enough to compensate for changes in the cost

of living. Yet without the support of growers, who could
always man the mills in the event of a strike, wage-earners
were in no position to push for a better deal. CSR had
capitalized on divisions within the Indian community.

The bonus on cane prices and wages was a breach of
CSR's policy of limiting wage and price increases. The
company had not abandoned this as a long-term objective,
but the exceptionally high world sugar prices in 1920 made
it eager to mill as large a crop of cane that year as
possible. - Profits would then be increased, placing it in
a stronger position should one or more of its Fiji mills
have to be closed. However, the world price soon began to
fall, as CSR had long predicted it would, and in late 1920
the company announced that the price it would pay for cane
in 1921 would be 20s — not 21s — a ton, and that it would
stop paying the 20s an acre bonus."*? This might have been
accepted by growers if government had had greater success
in reducing the cost of living, but the abolition of customs
duties on certain items was not passed on by merchants to
the consumer. Merchants, who to the disgust of Knox still
charged one price to Europeans and a higher one to others,
reaped the benefit.“! The reduction in cane payments
encouraged growers, particularly those on small farms who
did not hire workers, to support labourers in western Viti
Levu so that they struck in early 1921. Though it had
political significance, the strike was caused mainly by
economic grievances. In the view of T.E. Fell, the Colonial
Secretary, 'There is no doubt that there is a political
aspect to this question ... but the industrial aspect is
being made the peg on which to hand these political aspira-
tions.'%2 Demands for improved conditions of work and a
12s wage were made.

The strike lasted for six months till mid-August, and
the principal concession won from the company — belatedly
at that — was an offer to import essential supplies and sell
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them to labourers at cost. Despite pressure from some of
his colleagues, Knox had refused to make this concession
before lest CSR alienate the business community in Fiji.
The company, indeed, had been so concerned about its public
image during the war that for a while it had financed the
Fiji Times, in order to have a newspaper sympathetic to its
point of view.%* Evidence of profiteering by merchants,
however, especially after the tariff changes in 1920, finally
persuaded Knox to try to reduce the Indians' cost of living.
Yet the concession was not enough to induce strikers to
return to work and they stayed out for another two months.
The company was helped in defeating the strike by the long-
term interest of growers in having their cane crushed. If
the strike was prolonged much beyond August, harvesting and
milling would be disrupted. As early as April CSR noticed

a rift developing between Indian labourers and growers, and
it sought to widen the breach by offering inducements to
leading growers.‘+5 Knox even thought that a few of the
latter had encouraged a strike early in the year so that it
would be over by the time crushing began.“6 Also important
was the support that CSR could draw on from the rest of the
community. With the support of the chiefs, the missions
recruited Fijian labour to do essential work on plantations,
particularly in looking after the livestock which represented
a significant capital investment. This played some part in
ending the strike by showing the ability of planters and the
company to sit it out. There was also support from govern-
ment, whose action to prevent intimidation encouraged a
return to work.*’ So the dispute was brought to a close.

The strength of CSR's position had been demonstrated,
enabling it without another strike to announce in early 1922
that, because of a further drop in the world price, wages
would be reduced to 1ls 6d a day and cane prices to 10s.

43

Although CSR had tried to prevent the shortage of
labour leading to an increase in costs, no permanent solution
to the shortage had been devised. Instead, the decline in
Indian real incomes had made the problem worse by encouraging
a substantial number of immigrants to return to India: 4,741
left in 1920.%8 The fall in living standards also ended
any lingering hopes that India would allow systematic emigra-
tion to resume. In 1922 a deputation from India arrived in
Fiji to see if conditions in the colony might justify a
scheme of free Indian migration. The deputation was appalled
by CSR's announced reduction in cane prices and wages, and
advised against any such scheme. Not only had no resumption
of Indian immigration been arranged, but by early 1922 no
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alternative supply of cheap labour had been found. The
various attempts at Indian settlement had not proved much
of a success. Consequently, planters who had not already
abandoned their estates did so after the 1921 strike, which
had prevented planting and cultivation. The Melbourne Trust
Co., which owned Penang, and the Vancouver-Fiji Sugar Co.
announced that they would close. With growers refusing to
plant cane for 10s a ton and labourers refusing to work for
1ls 6d, CSR threatened to do the same. The industry, as it
had hitherto been run, appeared to be on the verge of
collapse.qg

The salvage of the Fiji sugar industry

The industry was saved by two things.SO The first
amounted to subsidies from the rest of the community, agreed
in 1922 during a crisis visit by Knox to the Colonial
Office.>! Export taxes on the industry were removed, though
several years later a duty on sugar exports was again
introduced. This temporary relief from taxation affected
those outside the industry because government expenditure —
say on the Department of Agriculture, which was concerned
with other crops than sugar — was reduced as a result. More
significant was the effect on Indians who, from 1923, were
required to pay a residential tax of £1 per male aged
between 15 and 60. A poll tax on Indians had been con-
sidered soon after the abolition of the hut tax, which had
left them as the only major ethnic group not paying a direct
tax — a situation, government feared, that might lead to
protests particularly from the Fijians. Fell had originally
hoped that the poll tax would be graduated, £1 being a
maximum, and that cases of hardship ranging from illness to
hurricane damage would be made exempt. The tax on Fijians
could be reduced so that overall they would pay the same as
Indians. The abolition of export duties, which had raised
£44,000 in 1922,°2 prevented Fell's hopes from being real-
ized. The residential tax — a poll tax in effect — was
introduced in an ungraduated form, and virtually without
exemptions. There were protests against it from CSR, who
believed (wrongly as it happened) that the tax would lead
to further industrial unrest, but having abolished export
duties on sugar, government was desperate for the £37,000
the new measure would yield. If this had not been the case,
the introduction of the tax might well have been delayed.
Officials justified the new imposition as a substitute for
the hut tax, but under the latter Indians had paid an
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average of only 10s per adult male and CSR, in 1919, had

paid £7,635 of the total £23,684 raised in this way. Under
the new tax Indians would pay 20s a head and CSR nothing.

In short, CSR had obtained temporary relief from taxation
while that given to Indians, by the abolition of the hut tax,
had been removed. Since Indians were expected to benefit
from a continuation of the sugar industry they were, in
effect, being asked to help pay the cost of their own salva-
tion as well as that of CSR.%3

The more important subsidy, as far as CSR was con-
cerned, was an imperial preference on imports of raw sugar
to Britain. This had been introduced in 1919, but it was
not till his visit to London that Knox realized the prefer-
ence applied to Fiji, as well as to the West Indies and
Mauritius. This was of great significance as raw sugar
production in Australia had increased rapidly since the war.
The dominion was about to become not only self-sufficient
but an exporter of raws as well. This meant that the Aust-
ralian market, which would have been valuable because of
the relatively high price of refined sugar, was now closed
to Fiji, forcing the colony to rely on exports to Canada and
New Zealand. The former granted a preference on sugar im-
ported from the Empire, but the latter did not. By exporting
mainly to Britain rather than New Zealand, the British
preference would enable Fiji to sell almost entirely in
preferential markets. Most of New Zealand's requirements
could be met by low cost imports from Java, allowing the
price of refined sugar to be kept to a minimum. Knox cal-
culated that the British preference of £3 15 0d a ton was
worth only 35s in Fiji because of higher transport costs than
from the West Indies. Nevertheless, this would enable the
company to increase cane prices to 13s 6d a ton and pay a
bonus of 6d a day to labourers. CSR could also continue the
supply of essential clothing and foodstuffs at cost price,
so bringing the total wage to the equivalent of just over
two shillings a day. Finalized after Knox's return from
London, this arrangement was enough to persuade Indians
to plant cane and enter cash employment. The imperial
preference is often said to be a subsidy by consumers in
Britain, but it also entailed a subsidy by consumers in
Fiji. After introducing the preference in 1919, the United
Kingdom government asked all sugar colonies to reciprocate
by granting a preference on British imports. 1In Fiji duties
on articles of non-British origin were raised by an average
margin of 12% per cent. Henceforth, consumers would either
have to pay more for imports, or they would have to purchase
less preferred British goods.su
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The second reason for the survival of the sugar
industry was the settlement of Indians as cane growers.
Bearing in mind the general failure by 1922 of CSR's settle-
ment schemes, Knox had not been very optimistic about switch-
ing from estate to smallholder production within a short
space of time.>> Consequently, during his visit to London
he had linked his willingness to increase wages and prices
to the renewal of immigration. Yet despite concessions made
by Fiji, the Indian government was still not prepared to
permit a scheme of state-aided migration. With no prospect
of an increase in the labour supply, there arose a clear
need to proceed as rapidly as possible with Indian settlement
in order to overcome the shortage of labour. To this was
added the fear that wage-earners might take advantage of the
situation and put pressure on the company to improve rates
of pay. Given the experience of 1920 and 1921, head office
thought that Indians were likely to be more loyal to the
company as cane growers than as labourers. The Labasa
manager was told in 1925, with reference to the 30,000-odd
acres still farmed by CSR:

the further we progress in the work of bringing these
back into productivity the greater becomes our stake

in the cultivation, and our vulnerability to attack by
labour agitators or by those who may desire to put
pressure on us by interfering with our labour supply ...
[Therefore] we must push on in the direction of re-
ducing the risk in the only way possible, viz. the
curtailment of area by leasing to farmers — who will
provide their own labour supply — as rapidly as suit-
able tenants can be found.%®

Settlement was seen as a means of labour control.

The scheme that was finally devised owed much to the
experiments in Indian settlement since 1912, and much, too,
to the efforts of Dixon, who throughout had remained con-
fident about the final outcome of these trials. In 1922-23
there was discussion about what form Indian settlement should
take. The Rarawai mill favoured a continuation of the
forty-- to fifty-acre settlement scheme: Lautoka was against
it.%7 The solution was a compromise. The practice of close
company supervision of growers, as developed at Ba, was
adopted at all the mills.>8 The ownership of farms as
single units, rather than as four separate strips under the
settlement area scheme, was also continued. But instead
of leasing farms of only four acres, or of between forty
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and fifty acres, it was decided to lease them in sizes of
eight to twelve acres. R.T. Rutledge, CSR's Inspector,
concluded from a visit to Fiji in 1925,

Even on those Estates where the labour supply is short
I believe the leasing of 8-12 acre blocks will be

found most satisfactory in the long run .... For every
8-12 acres so leased we reduce the labour requirements
by one, whereas for every 4 acre block leased we lose
one man for the greater part of the time if not wholly,
and still have 6 to 8 acres left on our hands which
the tenant would be capable of cultivating for him-
self.>?

Thus the main disadvantages of the two earlier schemes were
overcome — underemployment on small farms and the employment
of wage labour on, or subdivision of, large farms. Settle-
ment on this basis proceeded apace, and was largely com-
pleted by the early 1930s. In the selection of tenants, head
office asked that priority be given to those not currently
employed by the company, so as not to deplete the size of
the labour force.®0 Consequently, those on non-company land
tended to become tenants of CSR, while those working for the
company in the 1920s more often became contractors — that is,
they occupied Fijian or European land and sold cane to CSR
by agreement.

The result of settlement was that the cost of cane
was stabilized at around the level in 1917-18, before the
end of immigration had had its full impact (see Table 5.4),
whereas returns to the grower from days worked on his farm
were substantially more than he would have earned as a
labourer. Average net returns from growing cane in 1930
were estimated to be £9 12 0d per acre cropped.61 Assuming
at most twenty man-days per acre,®? the average return for
a day's work would have been 9s 7d. The equivalent wage
rates for Indians had risen, yet the cost of cane to CSR
remained stable. Why was this? One reason probably was
that the smallfarmer used his labour more efficiently than
when he worked on plantations. With a greater interest in
the outcome of his work, he achieved a higher output per
hour. He also had access to the labour of his family, at
no monetary cost. Another reason was that part of the cost
of supervision on plantations was distributed as extra
income to the grower. Instead of labour gangs being super-
vised for cultivation work each day, the self-employed
farmer supervised himself. Though overseers paid frequent
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visits to growers, the amount of detailed direction was less
than on plantations. This was reflected in the number of
overseers employed by CSR in the late 1930s. One overseer
looked after between 100 and 200 farms, the equivalent of
1,000 to 2,000 acres or more.®3 On plantations there had
been at least one European, often several, per 500 to 1,000
acres. As well as the saving in supervision costs, growers
had the benefit of profits sometimes made by Europeans or
the company over and above the expense of supervision. So
it was that growers could do very well from the smallfarm
system, while CSR would be no worse off. Clearly, the
company's main objective had been achieved.

Table 5.4
Cost of cane to CSR, 1913-30

Year Cost of cane Year Cost of cane
£ s d £ s d
1913 4 10 7 1922 7 10 3
1914 4 4 11 1923 10 10 5
1915 5 5 9 1924 7 16 7
1916 5 0 11 1925 6 7 11
1917 5 5 10 1926 7 3 7
1918 6 9 1 1927 6 8 4
1919 6 12 2 1928 5 15 1
1920 9 4 5 1929 6 12 2
1921 8 11 6 1930 6 9 0

Source: CSR S 2.0-2, Library, CSR Ltd.

By keeping its operations viable, CSR could derive
full benefit from the windfall profits it had made in Fiji
since 1913. For most of this period the company's Fiji and
New Zealand business had been run as a separate enterprise,
the Colonial Sugar Refining Co. (Fiji and New Zealand) Ltd,
established in 1915. This was a financial device more than
anything, ownership being unaffected. Shareholders of CSR
held preference shares in the new company, while a small
number of ordinary shares (with the right of control) were
held by CSR itself. The company's financial fortunes, in
both senses of the word, are shown in Table 5.5. From 1915
to 1923, when it was wound up, shareholders received at
least £4,131,562, by far the most of which came from Fiji.
The total was in fact higher than this, for besides exclud-
ing the small dividends paid to the ordinary shareholders
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The Colonial Sugar Refining Co. (Fiji and New Zealand) Ltd, 1915-23
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(int)

31 March 1
31 March 1

915 to
920

1 april 1920 to
31 September 1920

1 October 1920 to
31 March 1933

31 March 1923 to
15 May 1923

511 March 1915 to
15 May 1923

Share capital
pref. shares
ord. shares

3,250,000
250,000

3,250,000

250,000
3,500,000

3,500,000

1,625,000

250,000

1,875,000

In liquidation,
15 May 1923

Not applicable

Value of assets
at liquidation
Liquid assets
'Fixed and
floating'
assets

2,879,578

1,607,609

4,437,187

Not applicable

Shareholders

receipts

Pref. Shares
Dividend
Repayments
Bonus
Total

Ord. Shares
Dividend
Repayments
Bonus
Total

Total receipts
1915-23
Less original
capital
Gains to
shareholders
As % original
investment

975,000

Not known

97,500
1,625,000
203,125

975,000

Not known

975,000

1,925,625

1,925,625

243,750

Not known

243,750

243,750

12,187
1,625,000

1,637,187

Not known
250, 000

2,600,000

2,850,000

4,487,187

1,328,437
3,250,000
203,125

4,781,562

Not known

250,000

2,600,000

2,850,000
7,631,562
3,500,000
4,131,562
1182 (=

14.75%
p.a.)

Source:

F 3.0-1, CSR F3.0-3.

_Notes: 1.

2. Original share capital represented total funds available to the company.

162,500, of ordinary shares 12,500.

3. The repayment of preferential shares in 1920 took place a few weeks later than 1 October.
not known; and 1 October has been chosen for its convenience.

No allowances made for general price increases up to 1920, and slight fall thereafter.

A.G. Lowndes (ed.), South Pacific Enterprise, 229-300; Colonial Sugar Refining Co. Ltd, Half Yearly Reports; CSR

Number of preferential shares was
The dividend on preferential shares was fixed at 6 per cent p.a.

The exact date is

Of the £2,600,000 received as bonuses in May 1923 by CSR, in its capacity as holder of ordinary shares in
The Colonial Sugar Refining Co. (Fiji and New Zealand) Ltd, the shareholders in the parent company received
a distribution as follows:

In cash £325,000
To restore the paid-up value of their shares from £16 to £20
each (£4 per share had been returned to shareholders in 1920) 650,000

A share issue (1 for 2) as counterpart of assets received back
from the subsidiary. 1,625,000

£2,600,000
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for which figures are not available, it allows for the
writing down of assets in Fiji to £1,139,000. This was done
largely for political reasons. The Board had wanted the
assets to be written in at about twice that sum, which is
what they were worth, but Knox persuaded it against this lest
the Colonial Office should think that the grievances of
which CSR had complained had been dispelled.®“ The valuation
of assets according to political circumstances was to be
repeated in later years, and formed an important aspect of
CSR's financial management in Fiji. Nevertheless, as cal-
culated in Table 5.5, from 1915 to 1923 the Fiji and New
Zealand company had made a return on investment of 118 per
cent, an average of 14.75 per cent a year. Since the yield
from assets in New Zealand was less than in Fiji, returns
from the latter must have been even higher. They would

have been greater still if the company had sold sugar to New
Zealand at the world price. They certainly compared favour-
ably with the maximum of 7% per cent charged on overdrafts
at the time by Australian trading banks.® Since over the
period CSR undertook little new investment in Fiji, nearly
all the profits were to the benefit of people living outside
the colony. The company had taken out more than it had put
into Fiji.

Not only was salvage of the sugar industry to the
advantage of CSR: the colony also gained. In the short term
Fiji was saved from massive economic dislocation, involving
a sharp reduction in Indian living standards and the loss of
rents to Fijians. In the long run, given the colony's
distance from important markets for tropical products, the
high returns to land and labour of sugar (under preferences)
compared with other commodities, and the nature of plantation
enterprise which, regardless of the crop, seeks to maximize
profits to itself rather than returns to the rest of the
community — in other words, given the real world — continua-
tion of the industry probably meant higher incomes to Indians
and higher rents to Fijians than would have been possible
if the land had been put to some other use. Moreover, the
continued presence of CSR enabled Fiji to benefit from the
company's excentional expertise in marketing and milling.

The results of technical research on sugar done in Queensland,
for example, were passed on to the colony. Further, during
the inter-war years, Australia became the largest exporter

of raw sugar in the British Commonwealth, and as agent of

the Queensland government CSR handled all of the dominion's
exports. In the process the company acquired considerable
experience and knowledge of marketing, and these were made
available to Fiji as well.
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On the other hand, the Fiji industry had lost much of
its international competitiveness. Henceforth, it would
continue only with the help of subsidies, notably the im-
perial preference. In this respect, the colony's position
was little different from that of sugar producers in the
rest of the world, both inside and outside the Empire, most
of whom also depended on some form of preferential treatment.
However, as might be argued by George Beckford and others
that Fiji was ill served by sugar preferences since they
increased the economy's dependence on those who paid the
subsidies — Britain and Canada.®® One result of this depend-
ence was that Fiji was denied an opportunity to process sugar
up to 99° polarisation, instead of the standard 96°. 'Planta-
tion white' sugar, which is only marginally inferior to
the refined product (100° polarisation), is suitable for
industries which use inputs of sugar. It fetches a higher
price than raws of lower quality, and leaves a larger
quantity of molasses in the exporting country; for as well
as from milling, molasses is a by-product from refining.
Against this, the costs of producing raw sugar are less,
while in a given time a bigger quantity of the latter can be
obtained. In 1927 a committee of experts in Mauritius
decided that in existing circumstances it was preferable
to produce plantation white sugar of a very high quality
rather than raws which were less pure. But to protect its
refining interests, in 1928 Britain altered the imperial
preference to make it uneconomic to export sugar of 99°
polarisation. Together with similar barriers in other
countries, this prevented Fiji — if it had wanted to — from
exporting sugar of higher quality.67

Moreover, the payment of subsidies enabled CSR to
remain in the colony. During the height of the crisis in
1921-22, officials had considered what would happen should
the company be forced to withdraw. They had decided that
the mills would have had to be run on a co-operative basis,
owned and supplied by Indian farmers.®8 1In many ways this
might have been a better structure for the industry than
allowing CSR to continue, for it would have avoided the
conflict of interest between miller and grower that was to
prove so harmful to Fiji in the years ahead. After payment
of compensation to CSR it would also have enabled profits
from milling to be retained within the colony. So against
the definite benefits from saving the company's investments
in Fiji, there were disadvantages which underlined the
constraints on sugar's contribution to economic development.



Chapter 6

The smallfarm system, 1924-1939

During the 1920s and 1930s important changes occurred in

the Fiji sugar industry and in its relation to the rest of
CSR's operations. The transition from estates to the small-
farm system of production was completed. Closure of the
Tamanua mill in 1922 and the purchase of Penang four years
later left CSR as the sole miller in the colony. Britain
gradually replaced New Zealand as the chief market for Fiji's
sugar (see Table 6.1), which meant that, with the company's
Auckland refinery switching to alternative supplies, the
industry became far less integrated into the rest of CSR's
activities. At the same time the relative importance of

Fiji to the company as a whole declined. After World War I
there was a rapid expansion of the Australian sugar industry
which was partly financed by CSR and by 1939 this had caused
the company, as agent of the Queensland government, to become
one of the largest exporters of raw sugar in the world.
Further, in the late 1930s CSR increased the range of by-
products it manufactured from raw sugar — notably building
materials. As a result it concentrated capital expenditure
in Australia rather than Fiji.

Despite these changes, constraints on the industry's
contribution to economic development remained. True, the
transition to smallfarming provided growers with higher
incomes than if they had been wage-earners — and this was
important. Yet the leakage of income abroad through the
purchase of imports and repatriation of CSR's profits con-
tinued. The company's contribution to income growth was
still limited by its dependence on overseas markets and the
location of refining, distilling and other processing facil-
ities outside Fiji. CSR's obstruction of agricultural
diversification in cane areas, of which there had been at
least one major example before 1914, was to be repeated
so that the under-utilization of land and labour remained.
Of great importance would be the continuation of company
efforts to keep down wages and the cost of cane, which would

120



121

lead to strikes by cane growers in 1943 and 1960. The
conflict of interest between CSR and farmers was to be a
dominant theme in the history of the industry. And as before,
on questions of major importance government — and at times
the chiefs — tended to side with the company.

CSR's conflict with growers was exacerbated by the
company's attempts to minimize the disadvantages of small-
holder as against plantation agriculture. The relative
merits of the two have been the subject of academic debate,
in which (along with arguments in the other direction) the
inefficiency of the former has been frequently stressed.!
Compared with plantations, the smallholder's returns per unit
area tend to be low because of poor yields and quality. Left
to himself, he will also lack the economies of scale normally
associated with plantations and reflected in the systematic
organization of cultivation, harvesting, transport and so
on. To overcome these problems smallholder production has
often been organized so that it embodies certain character-
istics of the plantation — the organization of growers so
that they work in teams, for example, or the close super-
vision of farmers so effectively making them little different
from plantation labourers because important decisions are
taken by others. Smallfarming in the Fiji sugar industry
illustrates one such attempt to combine with peasant agri-
culture benefits from the plantation mode of production.

At first sight, the pattern of smallfarming as it had
evolved by World War II looked very different from the
plantation system which had preceded it. Of the 91,812
acres cultivated in cane, 97 per cent were on smallholdings.
The total number of these was about 10,000, nearly all of
them occupied by Indians.? Tenants on CSR land, which in-
cluded the vast majority of former plantations, accounted
for 52 per cent of the area under cane, and contractors
for 45 per cent (see Table 6.2). Contractors held land
under several forms of tenure. Some possessed it as free-
hold, others rented from private owners, but most held
native leases usually for periods of up to twenty-one
(later thirty) years.3 Tenants leased land from CSR on
ten-year terms. Very few leases — and none issued by CSR —
carried an automatic right of renewal, but it was normal for
the company and most Fijians to renew. The farms of con-
tractors were generally smaller than those of tenants:

87 per cent, against 31 per cent of contractors, had farms
ranging from 8 to 15.9 acres in size. Half the contractors
had farms of fewer than 8 acres, and only 19 per cent 16



Table 6.1

Raw sugar exports from Fiji, 1920-39

Direction of exports (tons)

Year Australia Britain Canada New Zealand Others Total Approximate value
per ton (£)2
1920 2,285 - 12,775 57,914 11 72,985 29
1921 5,365 - 4,505 62,732 22 72,624 28
1922 3,050 2,940 5,300 60,418 23 71,731 19
1923 2,331 - 222 41,519 36 44,108 20
1924 — — 6,013 38,419 40 44,472 17
1925 — - 56,902 34,809 33 91,744 15
1926 6,165 - 14,415 36,358 53 56,991 14
1927 208 - 57,271 15,236 37 72,752 15
1928 — 12,365 79,485 28,781 52 120,683 15
1929 432 21,989 45,020 4,783 51 72,275 12
1930 3,165 39,430 38,604 9,739 41 90,979 9
1931 549 7,122 54,340 5,897 29 67,937 9
1932 - 70,984 54,781 5,525 12 131,302 10
1933 — 63,763 47,712 2,349 12 113,836 11
1934 — 56,468 46,275 1,116 4 103,863 10
1935 — 85,353 49,244 1,031 4 135,632 10
1936 — 82,636 57,123 1,103 2 140,864 9
1937 — 71,456 57,002 1,191 44 129,693 11
1938 — 75,296 57,983 1,111 25 134,415 10
1939P 7 49,343 68,793 84 243 118,470 12
Source: Government of Fiji trade reports, 1921 to 1940.
Notes: aApproximate average value per calendar year, not per season.

bExports to Canada exceeded those to Britain because of the effects of the outbreak of war.



Development of cane farming.

Table 6.2

Areas cultivated 1925-44

Total Cultivated by

area European Indian and Fijian Indian and Fijian
Year unde'f Company planters tenants contractors

cultiva-

tion Acres Percentage Acres Percentage Acres Percentage Acres Percentage

of area of area of area of area

1925 64,963 33,679 52 4,446 7 6,905 10 19,933 31
1926 67,494 30,350 45 4,040 6 9,080 13 24,024 36
1927 70,526 28,828 41 3,677 5 11,448 16 26,573 38
1928 75,007 23,700 32 2,342 3 20,710 28 28,255 37
1929 77,645 20,025 26 2,004 3 25,559 33 30,057 38
1930 78,250 17,641 22 1,611 2 27,896 36 31,102 40
1931 78,373 12,610 16 1,133 1 34,300 44 30,330 39
1932 80,939 9,160 11 744 1 39,412 49 31,623 39
1933 83,692 7,450 9 645 1 43,077 51 32,520 39
1934 84,497 5,335 6 658 1 44,989 53 33,515 40
1935 87,738 4,874 5 661 1 45,690 52 36,513 42
1936 89,924 4,532 5 653 1 46,031 51 38,708 43
1937 91,197 4,500 5 717 1 46,139 50 39,841 44
1938 91,475 3,219 4 369 - 47,405 52 40,482 44
1939 91,812 3,126 3 240 - 47,421 52 41,025 45
1940 91,624 3,111 3 206 — 47,268 52 41,039 45
1941 92,628 3,153 3 161 — 46,521 50 42,793 47
1942 94,046 3,119 3 221 - 46,439 50 44,267 47
1943 90,513 2,728 3 197 - 45,383 50 42,605 47
1944 89,059 2,425 3 197 - 45,332 51 41,105 46
Source: C.Y. Shephard, The Sugar Industry of Fiji, 38.
Notes: 1. Penang Mill figures are included from 1928 onwards.

2. The decline in areas cultivated after 1942 was due to resumption of land for military purposes.
3. Records are not available for years prior to 1925.

YA
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acres or more. The picture was of considerable diversity
among a large number of small growers.L+

Yet in a most important way there was similarity
between the plantation and the smallfarm systems: they were
both dominated by CSR. Indeed, after buying the Penang mill
in 1926, the company was the only purchaser of cane in the
colony; it paid the same price throughout the period — 13s 6d
a ton for 13 per cent P.0.C.S. (11 per cent at Nausori), with
a bonus of 1s 3d for every 1 per cent above the standard, and
a deduction of 1s 8d for every 1 per cent below. Growers
were closely supervised by a large staff of company field
officers, each being responsible for between 100 and 200
farms. Through these officers the results of CSR's experi-
mental work were brought to the farmer, credit for essential
cultivation and living expenses was made available to growers
at 6 per cent interest a year,5 farm implements were hired
out and fertilizer sold. CSR attached great importance to
the regulation of growers' cultivation practices. The
Memorandum of Purchase of Cane, a legally binding agreement
made by CSR with each grower, stipulated that cane varieties
should be approved by the company, that plant cane should be
sown before 30 June, that cane would be purchased only if
the company considered it fit for manufacture and, in a very
sweeping clause, that 'crops must be tended and harvested
to the complete satisfaction of the company'. If any action
of government or a public authority increased CSR's costs,
the company reserved the right to reduce the cane price.
These agreements were designed to enable CSR to maximize
the output of sweet cane over a long period of time.® This,
and the prevention of an increase in the price of cane, were
the company's principal aims. But the realization of these
objectives, partly through the enforcement of its agreements
with farmers, depended on the extent of CSR's influence with
growers, on whether in effect the company could bring to the
smallfarm system that essential characteristic of the planta-
tion — tight control over labour.

Company control over growers

The task was made more difficult for CSR by the
divergence of interest between farmers and the company.
This is not to deny their dependence on each other — CSR
for supplies of cane and growers for a market. Nor is it to
ignore the fact that the company's interest in high yields
per acre in order to obtain the maximum cane for the mill
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was shared to a large degree, but for different reasons, by
growers. Occupying relatively small holdings, cane farmers
had to adopt an intensive rather than extensive form of agri-
culture, the effect of which was to make large returns from
labour partly depend on high returns from land. Sizeable
incomes per acre were needed to earn the equivalent of high
wages. In its revenue per acre and per hour worked, cane
was a more remunerative crop than the main alternatives open
to an Indian farmer in Fiji. No figures are available for
the profit per acre or returns from labour of growing cotton,
but it was generally recognized that these were less than for
cane.’ There are, however, some estimates for the cultiva-
tion of rice. The Department of Agriculture reckoned in

1938 that the average profit per acre of growing padi was

£2 5s 0d. This required about thirty man-days of work,
making the equivalent of 1s 6d a day in wages. The figures
were higher if the rice was milled by the grower himself.8
For sugar the average return for a day's work would have

been about 9s 7d.° Not surprisingly, sugar came to be
regarded as a high caste crop and as such, depending on the
amount of work involved, it carried an incentive for Indians
to increase yields per acre so that average returns from
labour would rise too. Furthermore, growers had an incentive
to increase not just the output of cane but also its sweet-
ness, because before 1940 payment was on the basis of quality
as well as weight, deliveries from each grower being chemic-
ally tested. In these ways the interests of farmers were
close to those of CSR.

Yet in important respects the interests of the two
parties diverged. The main concern of growers was to
maximize returns from their inputs of labour, but often they
could only do this by reducing the returns to CSR from its
inputs. Land was a good example of this.!0 The company
wanted to maximize its returns by obtaining the largest
possible output of sweet cane, yet although returns from
labour partly depended on this, at times the maximization
of labour returns was incompatible with the maximization of
returns from land. This was particularly the case where
uncertainty about the future discouraged growers from taking
a long-term interest in preserving soil fertility. The
problem for Indian farmers was that there was no guarantee
of renewal when leases expired. Professor C.Y. Shephard,
an agricultural expert from the West Indies who examined
the sugar industry in 1944, found that the ten-year leases
granted by CSR (to maintain the company's control over
growers) were too short to enable the farmer to identify
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his welfare with that of the land. The same applied to
leases held by contractors.!! Uncertainty was increased
because, with price dependent on keeping the imperial
preference, CSR was unable to fix cane prices for more than
three years ahead.l? Given their lack of security, the
incentive for growers was to maximize returns from labour
in the short term regardless of the long-term effects on
the soill3 — a situation diametrically opposed to the
interests of CSR.

Moreover, although average labour returns from cane
were higher than from rice, if a small part of the farm was
planted in padi or another food crop, marginal returns from
labour were likely to be increased. A small subsistence
garden provided security against failure of the cane crop,

a guarantee that the labour spent on tending the farm would
yield at least some return. The value of this security was
thought, especially by those from south India, to be greater
than the value derived from planting the additional area in
cane. Furthermore, there was the saving of time that would
otherwise have been spent in walking to the market for food,
and perhaps finding supplies not available. The planting of
subsistence crops threatened CSR's returns from land since
there was a possibility that the area under cane would be
reduced, that crops would be grown on soil which should have
been fallowed, and that in the case of rice labour inputs
would be required at times which would interfere with the
cultivation and harvesting of cane.!* Thus the desire of
growers to obtain high returns from labour in the immediate
future conflicted with the company's need to secure the
maximum quantity of cane over a longer period.

One partial solution might have been for CSR not to
have charged its tenants exceptionally low rents, which was
its practice, but to have fixed rents so that they more
accurately reflected the market value of the land. The
rise in farm costs would have been offset by an increase
in the price of cane, while CSR would have been compensated
for the higher cane price by receiving more in rent. Grow-
ers would then have had an incentive to pay more attention
to the returns from land. The cost of growing rice, for
example, would have been higher so reducing, because its
wholesale price was related to the cost of imports, the
marginal returns from planting padi instead of cane.l!®
However, the situation in Fiji, where by 1939 nearly half
the growers were on non-company land, prevented CSR from
adopting this course. Since it had to pay all growers the
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same price to avoid dissatisfaction among those who would
have received less, the company would have had to increase
the cane price to contractors as well as to its tenants.

The result would have been a rise in its total expenses,

for it could not have recouped the extra outlay through
higher rents from those on non-CSR land. Indeed, by paying
more for cane the company would have encouraged other land-
lords to raise rents, so that ultimately contractors would
have been little better off whereas landowners other than
CSR would have done rather well. The company's best option
was to keep rents as low as it could. It leased its estates
at between 7s 6d and £1 an acre depending on fertility,16
this being enough to cover the rent it paid to Fijian owners
and part of the cost of improvements. CSR did not expect

to profit overall from these rents for it knew that its
reward lay in having to pay less for cane, but the result
was that the incentive for farmers to maximize returns from
land was reduced.

The same was true in the use of artificial fertilizer
and of certain farm implements provided by the company.
CSR's need was to minimize farm costs and ensure that the
inputs it supplied were used to the company's advantage.
Thus it could either provide fertilizer at cost, allowing
growers to benefit from its ability to purchase in bulk,
or it could aim to make a profit on the sales. The advantage
of the latter would be to increase the incentive for growers
to apply fertilizer in ways that would maximize yields from
the land. The higher the price the greater the opportunity
cost of inefficient application. But the disadvantage to
CSR would have been that unit costs on the farm would have
been higher than if fertilizer had been sold more cheaply,
so adding to potential pressure for an increase in the cane
price. To have granted a rise would have caused a loss of
income to the company, since profits from fertilizer sales
to those who needed it would not have offset the higher
price of cane all round. Not all farms required the same
quantity of fertilizer. Generally, plant cane on first-class
land received no artificial fertilizer, whereas that on
third-class soil required a considerable amount. Conse-
quently, CSR adopted the alternative of supplying fertilizer
at cost.!? The danger from this was that it would encourage
waste since the cost to the farmer of inefficient application
was less. He might consider the cost of wastage outweighed
by the saving in labour from not having to apply the fertil-
izer more carefully. CSR could overcome this problem either
by increasing the total supply of fertilizer which would
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add to farm costs or, which it preferred, by the exercise

of tight control over growers. There were similar diffi-
culties over the rental of farm implements, notably disc
ploughs, which were too expensive for growers to buy. CSR
made them available at a rate barely sufficient to cover the
cost of maintenance, so that they were cheager than if they
had been rented on normal commercial terms.® The result
was that from the company's view they were used ineffic-
iently. Wanting to reduce its capital stock, CSR complained
that the reluctance of growers to co-operate in the use of
disc ploughs meant that a larger number was required. This
was because farmers wanted to use disc ploughs at the same
time, when conditions were most suitable. If they waited,
the weather might change, ploughing become more difficult
and the amount of labour required for the work increase.

Yet rather than charge a higher rental, the company tried to
realize its aims by exerting pressure on growers.19 In
short, it preferred to substitute for economic incentives
the paternalistic control of its staff.

There were, then, occasions when the concern of
farmers to maximize returns from their labour conflicted
with CSR's desire to maximize returns from the inputs it
supplied. There were also times when CSR wanted to use
growers' labour in ways that would secure for the company
the optimum use of its inputs, but at the expense of returns
to the grower. In the past, plantation labourers had been
organized as gangs to do weeding, harvesting, and so on.
This had afforded certain economies of scale. Co-operative
labour was more productive than individuals working on their
own, and supervision was easier. Though under the smallfarm
arrangement growers were expected to cultivate their farms
as individuals, CSR continued the system of gangs for certain
tasks that were essential if a large supply of cane was to
be secured over a long period. Gangs were used for harvest-
ing, the upkeep of main drains, the weeding of tramlines
and the removal of stools affected by the Fiji and Mosaic
disease (known as roguing).20 The company advanced wages
to members of the gangs, and charged the cost on a pro rata
basis to growers who benefited from the work. Obviously
it was in CSR's interest to keep down wages and so stabilize
farm costs, but this was not easy to achieve. The individual-
istic nature of Fiji-Indian society reduced the attraction
of co-operation to growers and made them less willing to
join gangs. To this was added the acute general shortage
of wage labour during the 1920s and early 1930s, with the
result that there was constant upward pressure on wages.
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As Dixon observed in 1923:

Of course, the smaller men, and those whose crops are
mortgaged to the hilt, may be more interested in
keeping the wages up rather than down, but if the
growers can be made to work the lesser demand for
labour from outside will tend to keep the rates within
reason. 2!

And growers were made to work. Since the wages offered for
casual employment were too low to attract labourers in
sufficient numbers, CSR had to force growers, much against
their will, to 'volunteer' for employment in the gangs or

in the mills.?2 Great emphasis was placed by the company

on the control of gangs by its staff. Till the early 1940s,
after which they were elected, sirdars in charge of each
gang were appointed by overseers and were expected to demand
the maximum work from those under their charge.

The conflict of interest between CSR and farmers made
it both necessary, and more difficult, for the company to
impose control over growers. From its experience with
European planters, CSR well understood the importance of
credit in this respect.23 Advances were a means by which
field staff could ensure that growers worked to the satisfac-
tion of the company. A request for credit from CSR had to
be approved by the overseer who was familiar with the farmer's
work and with his financial position. Credit could be refused
if a grower failed, say, to apply fertilizer as directed. It
was hard for farmers to escape this instrument of control,
for company credit generally at 6 per cent a year was far
cheaper than that available from other sources. Interest of
up to 60 per cent was common for loans obtained from Indian
storekeepers and money-lenders.2L+ The opportunity for tenants
to incur debts from outside the company was more limited
than for contractors, because CSR forbade the grant of a lien
or encumbrance over crops except to the company. Moreover,
demand for credit was large. Tenants had to meet the value
of standing crops when they took over their farms, while
for contractors there were the initial costs of preparing
the land for cane and so on. Very few growers had the
resources to finance their consumption and cultivation ex-
penses over the period from planting to harvesting the crop
eighteen months later.2® 1In this situation, the company's
ability to offer cheap credit gave it great leverage over
growers. In fact, apart from the monopoly of milling, this
was its main instrument of control.
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Almost as important was the land held by CSR. The
threat of eviction was a means by which the company could
force tenants to obey its instructions. Though in later
years CSR would, quite justifiably, emphasize its excellent
record as a landlord, before 1939 there were times when it
used its power of eviction. 1In 1936 it ejected four tenants
who had led an industrial dispute on the Ellington estate
near Penang.26 The influence arising from control over land
may have been one reason why the company refused to finance
Europeans who wished to buy land and lease it to Indians.
In 1925, N. Chalmers and C.J. Easton asked CSR to help them
buy a property near Lautoka, which they would have used for
this purpose. The company refused, preferring itself to
buy the land for ElO,OOO.27 Part of the motive was to
reduce the number of landlords who exploited their tenants,
a major preoccupation of CSR which feared that high rents
would lead to demands for high cane prices.28 But also
important, perhaps, was the knowledge that if land was held
by the company the ability to enforce its will on growers
would be greatly increased. The power that its landholdings
conferred on CSR was well understood by contemporaries, who
partly attributed to this the higher yields on tenants'
farms compared with contractors': the poorer soil tended
by most contractors was also a factor.? It would be wrong
to conclude, however, that control of land affected the
company's influence with tenants alone. Its power over
tenants increased the authority of overseers in general,
adding weight to their dealings with growers on non-company
land. The impression of overseers today (known as field
officers since 1940) is that the withdrawal of CSR in 1973
has reduced their influence with tenants and contractors
alike because the company's successor, the Fiji Sugar
Corporation Ltd, did not acquire control of CSR land.30

In a phrase that has often been quoted, Shephard in
1944 described the field officer as a 'guide, philosopher
and friend of the farmers'.3! This was how CSR liked to
present the situation, but it was certainly not the Indian
view before 1939. Growers saw the overseer as a man who
acted arbitrarily, who demanded of them work which they were
reluctant to perform, and who used brute force at times to
ensure that his orders were carried out.32 It was not
advice they received from the field staff: it was control
imposed from above.
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CSR and other interests in the colony

This control would be weakened if the smallfarm system
were subject to influences which might produce discontent
among growers. Thus if alternative cash crops were allowed
to compete with sugar, labour might be drawn away from the
mills and the cultivation of cane, leading to a fall in
production and a rise in wages. Or, if in the widespread
process of currency realignments in the early 1930s the
Fiji pound was allowed to depreciate by too large a margin,
import prices would rise, forcing up growers' costs of
living and perhaps producing demands for a higher cane price
to compensate. Again, if there was no security of tenure
for growers on Fijian land, farmers might be inclined not
only to overcrop the soil but also to start industrial
agitation to obtain better terms, thereby jeopardizing the
supply of cane. Finally, the high interest rates on loans
made to growers by storekeepers and money-lenders reduced
real farm incomes, so increasing the possibility that
farmers would eventually press for a rise in the price of
cane. All these were matters which were of great concern
to CSR in the 1920s and 1930s. They raised very acutely
the question of how far the company could maximize its
profits.

Now obviously this made it very important for CSR
that it should still have a great influence on government
policy. Yet in one way the replacement of European planters
by Indian growers had reduced its influence. Previously,
the company could threaten to pass on to its suppliers any
increase in costs arising from official action or inaction,
but after 1923 this was less easy as everyone knew (follow-
ing the refusal of Indians to plant in 1922) that 13s 6d was
the minimum price growers would accept for their cane, and
that if necessary Indians would be far more willing than
Europeans to resort to subsistence farming. In the past,
the minimum price for which Europeans would have grown cane
had never been clear. On the other hand, because threats
to close at least one of its mills seemed to carry more
weight in the 1920s and 1930s than before, CSR still could
have a great effect on policy.33 At first no one could
be sure that the transition to the smallfarm system would
succeed, while later the fall in raw sugar prices because of
the world depression made the continued operation of the
least profitable mills in Fiji (Nausori and Labasa) appear
distinctly uncertain.
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In these circumstances, it was understandable that
government should wish to support CSR as far as it could.
With memories of the 1920 and 1921 strikes still vivid,
officials wanted to avoid the political repercussions of a
fall in Indian living standards should the smallfarm system
fail. They were supported by most of the European community
which, in contrast to its generally antagonistic attitude
before and during World War I arising from short-term tact-
ical differences with the company, now identified its inter-
ests more closely with CSR. The settlement of Indian farmers
provided merchants with an exceptionally stable market in
the 1930s, despite the depression, because CSR was unable
to offset the fall in raw sugar prices with a reduction in
the price of cane.3" Moreover, from at least since the war
the company had patronized local traders where possible,
and had directed its custom specially to those with political
influence. It purchased farm implements, for example, not
from Burns Philp but from Morris Hedstrom Ltd because J.M.
Hedstrom, who had a large stake in the firm, was a prominent
European and sat on the Executive Council (as also did H.M.
Scott, CSR's legal adviser in Fiji).3® The close interest
of Hedstrom in the purchasing power of the company rein-
forced the improved relations between CSR and the European
community, with the result that on the whole there was less
pressure on government to oppose the company than there
had been in the past. Yet although the attention of
Europeans was focused on their long-term strategic interest
in the continued prosperity of CSR, differences on matters
which did not affect the viability of the company's opera-
tions still arose. On such occasions, and when the interests
of the Fijians were involved, the views of CSR were not
always decisive. The company was only one of several parties
in the alliance between Fijian chiefs, govermment and Euro-
pean capital. Nevertheless, its opinions were listened to
with respect, and influenced to a significant degree the
outcome of official deliberations. The importance that
government attached to CSR's views was well illustrated in
1926 when, with the Executive Council's approval, the
proposed budget was secretly submitted to the company for
its comments before being presented to the legislature.

As CSR's inspector remarked with glee, 'from our point of
view it is a great position to be in'.36

CSR's views were especially decisive on the question
of diversifying the economy. It feared that the development
of commercial agriculture outside the sugar industry would
increase competition for labour, so making it more difficult
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for the company to obtain manpower for work in the gangs

or in the mills. This would have been particularly the case
if wage rates for casual labour outside the industry were
higher than for workers within. Moreover, the larger the
supply of labour the more selective CSR could be in its
recruitment of growers. These considerations were in direct
conflict with government, which wanted to diversify agri-
culture. Alarmed by Fiji's dependence on sugar, whose price
was subject to wide fluctuations on the world market,
officials hoped that diversification would place the economy
on a more secure foundation.3” It would also enable idle
land, often quite close to the sugar belt, to be brought
into productive use.3® Govermment was keen to encourage

an expansion of copra and banana exports (normally grown
well away from sugar areas) and to promote new exports like
pineapples and cotton.3° But it was difficult to get a
remunerative price for exports. The fall in commodity
prices during the depression was an obvious problem, though
not the only one. The opportunity for increased trade with
Australia and New Zealand was limited by competition from
producers within the dominions or their dependencies. Both
Australia and New Zealand, for example, placed import quotas
on bananas from Fiji. Any hope of increasing its share of
their markets depended on the colony being able to offer
trade concessions in return.

Yet Fiji was handicapped in this by its dependence
on sugar, and in particular by the vertical integration of
much of CSR's activities, despite the smaller volume of
sugar going to Auckland. Coal, one of the colony's most
important imports,L’0 was brought by CSR from Newcastle in
Australia. The company refused to obtain its supplies from
the south island of New Zealand, as was once suggested,
since it transported coal in its own steamers which on their
return trip took Fiji molasses to Sydney. It would have
been uneconomic to divert the vessels to New Zealand.
Similarly, because the company had its principal workshop
in Sydney, itrefused to have its Fiji machinery repaired
in Auckland. So for these imports the Fiji government could
make no concessions to New Zealand and, by the same token,
could not threaten to divert trade from Australia. Further-
more, Fiji could not offer a more generous preference than
it gave British imports since the preference on British
goods, at least up to 1932, was a quid pro quo for the im-
perial preference on sugar. The colony could only offer
countries which gave its exports favourable treatment a
reciprocal preference equivalent to what was given to
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Britain. The value of such an offer was correspondingly
reduced. So it was that in negotiations for a trade agree-
ment with New Zealand before 1932, at the Ottawa Conference
(1932) and in subsequent attempts to gain access to Australia
for exports of fruit and cotton, Fiji's negotiating position
was considerably weakened."! She was forced to rely heavily
on markets in Britain and Canada where her competitors had
the advantage of lower transport costs. How far this
determined the outcome of attempts to diversify the economy
is hard to say: what is certain is that the sugar industry
did not help.

On the supply side, too, except for copra and bananas,
the influence of CSR was considerable, for it purchased land
to prevent its use for competititve crops. In 1925 the
company heard that land at Yaqara, lying between Tavua and
Ra, might be sold and put under cotton. Fearing that this
would damage the very bleak labour position at Tavua, CSR
bought Yaqara and imported a stock of Herefords to be
grazed on it.“2 1In another pre-emptive strike the company
acquired the Penang mill in 1926. Government was experiment-
ing at Vitilevu Bay to see if pineapples could be grown
commercially in Ra,“3 and there were rumours that Penang
might be purchased by a canning company. Through buying the
mill and keeping the area under cane, CSR hoped to 'push
pineapples further afield and so make them less attractive
to Indians'.“** The colony probably benefited from the
continuation of sugar production at Penang, since it is
unlikely that a crop with higher returns from land and
labour could have been found. Yet by controlling the land
CSR removed the opportunity to experiment with such crops,
and possibly prevented the evolution of a system of mixed
farming in the district. In terms of the optimum use of
resources, the benefit to the colony from the company's
acquisition of Yaqara was less, for CSR failed to obtain
maximum returns from the land. Following a visit to Fiji
in 1937 Sir Frank Stockdale, Agricultural Adviser to the
Colonial Office, remarked that CSR's Herefords were the
finest he had seen in the tropics,'+S but the quality of the
herd was not maintained. Some twenty years later an expert
from Australia reported that the cattle were undernourished,
and that the pasture was deficient in nitrogen.l+6 Specializa-
tion in sugar had prevented CSR from paying attention to
this.

More significant, perhaps, was the company's obstruc-
tion of government attempts to diversify Indian smallfarming.
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Officials wanted to encourage the production of Indian
foodcrops to reduce the demand for imports. In particular
J.R. Pearson, Secretary for Indian Affairs in the early
1930s, pressed for the development of cash crops so that,
should the depression force CSR to curtail production,
Indians would have an alternative to cane. CSR feared that
if subsistence or cash crops were grown alongside cane they
would compete for land and labour, making it harder for the
company to control farmers' cultivation practices.”7 How-
ever, CSR did provide growers with small rice plots on
marginal land, hoping in this way to reduce the cost of
living and effect an increase in the real price of cane.
These plots were particularly numerous at Labasa, where the
company controlled extensive areas unsuited to cane. 1In
1929 seasonal conditions favoured rice and a regular boom
set in. Even sugar farmers joined, to the neglect of their
cane land, forcing the local mill manager to tighten restric-
tions on the cultivation of such crops. Pearson was per-
turbed by this but was unwilling to intervene because, as

he put it, CSR was a large corporation and government needed
its co—operat:ion.‘+8 The company itself did very little to
develop subsistence and cash crops which could be rotated,
or grown inter-row, with cane. 1Its interest was in profits
from the mills, not in mixed farming which might reduce the
seasonal underemployment of growers. Stockdale lamented

the failure to diversify crops in the cane districts — CSR's
research into this was quite inadequate — and his complaint
was to be echoed on numerous occasions in the future.“d

It was left to the inadequately funded Department of
Agriculture to experiment with crops that might be grown
with cane. Cotton was thought to be a possibility. The
cotton boom of the late 1860s had shown that the Sea Island
variety flourished in Fiji, but since then the problem had
been the colony's distance from the European market. As
part of efforts to increase the production of Empire cotton,
after World War I trials had been made in Fiji and some
cotton had been exported to Britain. Attempts to persuade
Indians to grow the crop had, however, been hindered by
CSR's refusal to carry it on its tramlines.®? The company
feared that cotton might compete with sugar for Indian
labour and that its transport would interfere with the move-
ment of cane during harvesting.51 Experiments were abandoned
during the height of the depression but were resumed in the
mid-1930s. In 1937 Stockdale emphasized the value of cotton
as a rotation crop with cane. Not only would it benefit the
land by improving aeration and the tilth of the soil as well
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as by maintaining fertility, but it would also yield an
income — just under £5 an acre, gross — whereas the existing
rotation crop, cowpea, did not.>? Government eventually
developed a high quality cotton for which a limited market
existed in Britain, but efforts to encourage its cultivation
were impeded by a lack of co-operation from CSR. There were
frequent complaints about this from Dr H.W. Jack, the
Director of Agriculture. The attempt was finally abandoned
in 1941, just before the receipt of a report from Messrs
Dalgety and Co. Ltd which suggested that, under wartime
conditions, there might be a market in Australia if Fiji
cotton could be sold in sufficient quantities. CSR had
played a large part in preventing the required supply from
being available. And more important, as Pearson commented
in 1932, the company's opposition to the development of
alternative crops had reduced the willingness of officials
to try.53 Jack had pushed cotton in the 1930s in the face
of indifference from many of his colleagues. When it was
abandoned he predicted, with some truth, that the industry
was unlikely to be revived and that Fiji as a source of
excellent quality cotton might be overlooked in the future. 3"
Another concern of CSR was with the rate of exchange.
Though it would benefit from the increased value in local
currency of its export earnings, it was very much in the
interest of the company to prevent a large depreciation of
the Fijian pound. Devaluation could cause a rise in internal
prices, which in turn might provoke an irresistible demand
for an increase in the price of cane. The last thing the
company wanted was a confrontation with growers, yet if it
granted an increase on the grounds of a rise in the cost
of living, farmers might treat this as a precedent for the
future. To buy off conflict in the present might make it
harder to control growers later on. Before 1933 the exchange
rate was fixed by the two banks operating in Fiji, the Bank
of New South Wales and the Bank of New Zealand. The custom
was to keep the rates between Australia, New Zealand and
Fiji at par, but to let their rates against sterling vary.
Fiji's exchange on London was quoted at the same rate as
that of Australia, so that when the Australian pound began
to depreciate in late 1929 the Fijian pound followed suit
(see Table 6.3). This arrangement was abandoned on 22
January 1931, when the total Australian devaluation had
reached 25 per cent. Rates between Australia, New Zealand
and Fiji were fixed so that they reflected differences in
their rates on London, and the value of Fiji's currency
against sterling was based on the New Zealand rate in London
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instead of Australia's. After the revaluation this entailed,
the Fiji rate was stabilized from the end of January at
£Stgll0 = £Stgl00, a devaluation since 1929 of 10 per cent.
Following the devaluation of the New Zealand pound two years
later, the Fiji rate was raised by an equivalent amount
making atotal devaluation of about 25 per cent.>>

Table 6.3

Changes in the Australian, New Zealand and Fiji
exchange rates against £sterling

£Stg 100 =

Date £ A £ NZ £F
March 1930 106 100 106
April 1930 106 105 106
9 Oct 1930 109 105 109
5 Jan 1931 115 105 115
13 Jan 1931 118 105 118
14 Jan 1931 118 107% 118
17 Jan 1931 125 107% 126
22 Jan 1931 125 107% 107%
29 Jan 1931 130 110 110
3 Dec 1931 125 110 110
20 Jan 1933 125 125 125
28 Mar 1933 125 125 111

Source: R.F. Holder, Bank of New South Wales : A History,
Volume II 1894-1970, 681-781; also from a
confidential report.

The banks justified the new rate on the grounds that

Fiji had an adverse balance of payments against London.

This arose from CSR's practice of not remitting to the

colony the €£€Stg800,000 it received each year from the

export of Fiji sugar. Some of the proceeds, but no more
than £Stg200,000, were used to finance the sterling imports
needed for its operations in Fiji. The rest was used to
pay for the company's imports in Australia and New Zealand.

The result was a large balance of payments deficit between

Fiji and London.%® 1In theory this should have been offset

by an inflow of funds from New Zealand, because CSR used

the profits from its Auckland refinery to finance its

activities in Fiji. Yet, unknown to others in the colony,
no such inflow occurred. Under arrangements dating from the
1920s, CSR held on special deposit in Fiji over £F800,000,
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against which the banks advanced the company's working
expenses. It seems that these advances were repayable in
New Zealand at par, irrespective of alterations in the
exchange.57 Thus if the Fiji currency was left at a lower
rate than New Zealand's in January 1933, the banks could
expect to make a loss. They would be repaid their loans

to the company, but in a currency worth less than that in
which the advances had been made. Against the banks' desire
for a devaluation was the government's hope for a revaluation
that would return the Fiji pound to parity with sterling.58
Able to recall the rampant inflation that had accompanied
the depreciation of central European currencies in the mid-
1920s, officials were understandably concerned about the
possible inflationary effects of devaluation in Fiji. They
also knew that devaluations in the Empire — and of course
elsewhere — would reduce the competitiveness of British
exports.

Between the interests of the banks and of government
stood those of CSR. The company wanted a limited devaluation
because it would increase the value in Fiji currency of its
exports, but it did not want the depreciation to be much
more than 10 per cent since this might lead to a sufficient
rise in prices to cause unrest among growers. It was thought
a 10 per cent devaluation would be accepted by farmers,
since the ensuing rise in import prices would be offset by
the general fall in commodity prices associated with the
world depression. CSR's desire for a 10 per cent devaluation
was shared by the major export/import firms in the colony.
The supply of Fiji's most important exports after sugar,
copra and bananas, would not have been very responsive to
the effects of devaluation since copra has a long gestation
period — about seven years — while the export market for
bananas was limited. Though in the short term profits from
exporting these crops would be increased by a large devalua-
tion, major exporters like Hedstrom were also substantial
importers and, if devaluation caused a large rise in prices,
they could expect to see these higher profits outweighed
by a decline in the demand for imports. A limited devalua-
tion would increase export earnings without greatly damaging
their import trade.%?

These interests combined to put pressure on government
to allow a limited degree of devaluation, but to oppose the
rate favoured by the banks. Their view prevailed at a
London conference, held in June 1933, at which were repre-
sented the Colonial Office, the Fiji government, CSR, other
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exporters in the colony and the banks. It was agreed, though
with reluctance by the banks, that government should have
control over the exchange rate, which was to be fixed at
£F111 = £Stgl00. To persuade the banks to accept this, CSR
promised to make available to them £Stg400,000 from its
annual Fiji earnings in London, so as to reduce the Fiji/
London balance of payments deficit.®9 In other words, the
company agreed to repay advances it received in Fiji in
sterling rather than New Zealand currency, thereby saving

the banks from a loss on the arrangement they had made to
finance CSR. Thanks partly to the support of other business
interests in the colony, CSR had achieved its objective.

It had obtained a 10 per cent devaluation which, as it told
government, was an important source of profit in the years

of exceptionally low sugar prices during the early 1930s.

It even went so far as to claim that this, coupled with the
imperial preference on sugar, was the only reason why it
could continue in the colony.61 This was probably an
exaggeration, but it is at least likely that without the
devaluation the company would have had to close its Nausori
mill. Equally important was that it had limited the devalua-
tion to an amount which would not, via the price structure,
cause discontent among growers and so increase the difficulty
for CSR of maintaining control.

Land tenure was an especially difficult question
because Fijians have always attached great importance to the
ownership of land. So whereas it was in the company's vital
interest that there be security of tenure for growers, it
was equally important to Fijians that they be able to resume
leases in the not too distant future; otherwise their rights
of ownership would exist in name but not in fact. Since
the war it had been the practice of government to refer
to Fijian owners the proposed terms for the renewal of
native leases when they expired, thereby giving them an
opportunity not to renew, © The first refusals occurred
in 1924 and thereafter, observers agreed, there was a grow-
ing tendency for landlords to oppose renewals.®3 The trend
never reached large proportions, however, because under
Ordinance 23 of 1916 landowners had to compensate the out-
going tenant for permanent and unexhausted improvements
made during the currency of the lease. Often Fijians could
not afford the amount of compensation fixed by the Governor-
in-Council, and leases were therefore renewed.®% Yet the
threat of non-renewal was sufficient to create insecurity —
a climate in which cases of non-renewal were easily exagger-
ated. This alarmed CSR, which feared the situation might
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eventually breed industrial unrest. In the immediate
future it could lead to an increase in farm costs, which
might produce demands for a higher cane price, for Fijians
hoped that the threat of non-renewal would induce higher
rents to be paid.65 If its leases were affected, CSR would
have to pass on to tenants the higher charge or else absorb
the increased rent itself. For contractors the problem was
worse since on expiry it was customary, though illegal, for
growers to pay premiums of one year's rent or more to
induce landlords to renew the lease.®® By threatening not
to renew the owners could extract larger premiums, and so
add substantially to farm costs. If the disposable income
of farmers was reduced, the chance was increased that they
would ask for higher cane prices. Yet if the company resisted
such a demand, there was a risk that growers would start

to neglect their farms or even take part in a strike. More
generally, CSR feared that if insecurity of tenure led to

a sense of injustice,

the way will be open for agitators to sow seeds of
discontent, which may easily be manifested in such
ways as refusals 'en bloc' to pay native rents,
refusing to man the sugar mills when crushing Fijian-
grown cane, or a general non-co-operative strike.®’

In short, the company's control over growers — and perhaps
the very future of the industry — was at stake.

Accordingly, CSR urged government to take action.
In February 1934 there was a meeting between Sir Philip
Goldfinch, the company's general manager, and Sir Murchison
Fletcher, the governor, who was so sympathetic to the inter-
ests of CSR that he once made the outrageous suggestion that
Indians were too well off and if possible the price of cane
should be reduced.®® The meeting was a classic example of
company-government collusion. 'We have no doubt', Goldfinch
said,

that the ideal set of conditions would be that all
leasehold lands used for cane growing should be leased
in the first place by the Government to the mill-owner
(in this case the company), who should in turn sub-let
to tenants over whom the mill-owner would then be able
to exercise a certain amount of control and supervision
as to the general working of their farms.®°

Terms of renewals should be settled without reference to
the Fijian owners. The outcome of the discussions was that
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'His Excellency agrees and proposes to proceed on the lines
set out'.’0 But it was impossible for Fletcher to act
exactly along these lines for government, however it might
want to, could not ignore the interests of the Fijianms.

It had not the resources to enforce unpopular measures in

the face of active opposition. Consequently, the reform of
land tenure devised by Fletcher's successors in the late
1930s owed much to the influence of Fijians, who had a good
incentive to compromise. If insecurity of tenure caused
disruption in the sugar industry, or led to a deterioration
in the soil because of overcropping before the lease expired,
the incomes they could expect from rent would be reduced,
while deterioration in the quality of soil would erode the
capital value of their land. Moreover, as Ratu J.L.V. Sukuna
told the Council of Chiefs in 1936, concessions would lessen
the risk of government imposing a land tax on the large areas
of unimproved land held by Fijians.71 Compromise, then,
would maintain the alliance between chiefs, government and
European capital to the advantage of all parties.

The result of the initiative taken by CSR and the
subsequent influence of the Fijians was the Native Land Trust
Ordinance (NLTO), enacted in early 1940.72 It provided for
the declaration of reserves which were to contain sufficient
land for 'the use maintenance or support' of Fijian owners.
Land within the reserves was not to be alienated, nor leased
to non-Fijians. Land outside reserves was to be available
for lease but, following Fijian pressure, for periods of only
thirty years instead of the ninety-nine government originally
had in mind.”’3 Sukuna was appointed Commissioner to demarcate
the reserves, so giving Fijians a large measure of control
over this important exercise.’* At the heart of the Ordin-
ance was the creation of a Native Land Trust Board (NLTB)
which, independent of government control, was to administer
all native land 'for the benefit of the Fijian owners' — a
far cry from earlier demands by CSR that the company should
control land leased for cane purposes. The concept of the
NLTB acting as a trust for Fijians was underlined by the
rejection of a request from the Indian government that there
be a Fiji-Indian on the Board. The Fiji government argued
that if the request were granted it would undermine the
confidence of Fijians in the Board and that, in any case,
Indians had no right to expect representation among trustees
who were responsible to the Fijian race.’® Clearly, in the
preparation of the NLTO the vital interest of Fijians in
the land had been upheld. Nevertheless, the measure was a
compromise under which Indians were allowed to remain as
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farmers, provided Fijian land ownership rights were guaran-
teed and Fijians continued to benefit from the receipt of
rents. CSR could hope that the payments to Fijians would be
reduced since the creation of the NLTB was expected to
eliminate the need for Indians to bribe owners to obtain a
renewal of their leases. It was generally thought at the
time that this compromise would solve the problem of land
tenure for good.76

A final question involving CSR's control of growers
was the heavy indebtedness of farmers. Many had had to
borrow to become growers in the first place — to acquire
land, or to finance their household or farm expenses till
they received their first payment for cane. Much of the pay-
ment was then used to pay off existing debts, and a large
part of expenditure during periods when no income from cane
was received was met by further borrowings. Farmers' depend-
ence on credit was increased since up to 1940 the whole
price of cane was paid on the delivery of the crop; most
growers had no other cash income for the rest of the year.
CSR credit was limited to what the company considered
essential farm and household expenditure. This excluded a
variety of items, ranging from wedding ceremonies to premiums
on land, which growers regarded as highly desirable, if not
essential. To finance these expenses growers turned to
Indian and (sometimes) European money-lenders, usually
lawyers, landowners and storekeepers all of whom, because of
the poor security available, lent at high rates of interest.
Leaseholds were not considered good security because their
terms were too short, while the value of cane as a security
was limited because CSR advances were treated as a first
charge against the crop. Yet the payment of steady prices
by CSR and an inspection of the borrower's land enabled
money-lenders, barring a natural disaster, to make a reason-
able estimate of a grower's likely income in the season ahead.
They were, consequently, prepared to extend fairly liberal
credit even if the interest rates were high. Borrowing from
outside the company was more extensive among contractors than
tenants, because CSR's tenancy agreement prohibited the
latter from granting any lien or encumbrance over their crops
except to the company. However, nearly all growers borrowed
informally from storekeepers, though how extensive this was
is impossible to judge. So it was that part of the income
of growers was syphoned off in interest payments. The
immediate beneficiaries were storekeepers and money-lenders,
but their gains were also to the advantage of importers in
the colony. The extension of credit facilitated the
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consumption of imports, including food items like rice.

CSR was concerned because high interest rates reduced
the real incomes of farmers. It feared, too, that liberal
credit encouraged growers to live beyond their means, and
that one day they might demand an increase in the cane price
so that their means could catch up with their standard of
living.77 To some extent this concern was shared by govern-
ment, which wanted to avoid unrest among Indians. Yet any
action to control credit would damage business interests
since liberal credit helped trade. Government appeared
sensitive to these interests when it tried to regulate
money-lending by law. In 1932 it introduced legislation
which empowered the courts, in any suit for the recovery of
a loan, to reopen a transaction where it was substantially
unfair or the interest excessive. But it proved impossible
to enforce the law because of verbal understandings and
false book-entries, and because debtors could rarely afford
to apply to the court for relief.’8 Following representation
by CSR, in 1933 Fletcher promised to introduce further
legislation to prevent growers giving assignments over their
crops. Assignments took the form of a written instruction
from the grower to CSR that the proceeds from cane up to a
certain amount, less what was already debited by the company,
be paid direct to the money-lender or storekeeper. Assign-
ments were often used by contractors, and in the early 1930s
were increasingly used by tenants because of a recently
discovered loophole in their tenancy agreements. CSR hoped
that legislation would close this loophole and open the way
for the company to increase its control over the indebted-
ness of contractors.’? But Fletcher had second thoughts
about the matter and the proposed legislation was dropped.
CSR understood that he had come under pressure from Morris
Hedstrom Ltd and the legal profession, whose business would
have suffered if credit to Indians had been curtailed.80
Government again appeared responsive to these interests
when it introduced the Moneylenders Ordinance in 1938.

The legislation required that money-lenders be registered,
and set a limit of 12 per cent on interest for loans. Ex-
cluded from the measure were lawyers when advancing sums on
behalf of clients — so making the law, in CSR's view, little
more than a gesture.81 Even so, the ordinance was impossible
to enforce because of the variety of ways in which the 12

per cent limit could be evaded.

An alternative solution had been proposed by CSR in
1930: the company, other sources of private capital and
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government should join in establishing a Cane Growers Bank
which would provide farmers with cheap credit .82 Although
this was never put on paper, presumably to be effective the
scheme would have had to be accompanied by legislation to
prevent growers borrowing from other sources as well. An
experiment at the Penang mill, whereby CSR financed the
liquidation of growers' debts, had recently failed because
borrowing from outside the company had been quickly resumed .83
CSR's proposal was rejected by officials because government
funds would have been needed and the scheme would have
helped only cane growers whereas there were other farmers —
at Navua for example — who also required credit.8% Ten
years later, the company was again thinking of establishing
an agricultural bank for cane farmers. It was willing to
consider putting up £200,000 to take over the liabilities
of those who were in debt, but nothing came of the idea,
possibly because government was not prepared to legislate
for the compulsory disclosure of debts — a prerequisite for
the implementation of the scheme .8 Though there is no
evidence that officials discussed the question in these terms,
their lack of support for CSR's proposals may have owed
something to the knowledge that if implemented they would
have damaged those with a vested interest in the existing
system.

Government's willingness to heed business interests
other than CSR was increased, perhaps, by an awareness of the
extraordinary complexity of the question, and doubts as to
whether legislative action or proposals on the lines suggested
by CSR were capable of providing a solution. So long as other
sources of finance were available, growers could use a whole
host of informal arrangements — way beyond the ability of the
law to control — to obtain credit. And so long as their
security was poor, advances would always be at high rates of
interest. Maybe it was this realization, especially after
the Penang experiment, which lay behind the relatively low
priority given to this question by both CSR and government;
certainly officials frequently stressed the practical
difficulties in the way of a solution.8® The long-term
answer would have been to increase farmers' credit-worthiness
by raising their incomes. The higher their incomes the
bigger the chance that loans would be repaid, and the lower
the interest that need be charged. But this would have
required CSR to pay more for cane, and this the company was
not prepared to do. The price of cane and the short terms
on which growers held land meant that there was no alterna-
tive to the provision of credit at high rates of interest.
However much CSR disliked it, the availability of this credit
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brought advantages to the company which far outweighed

the disadvantages. Without it many growers could not have
become farmers at all. If they had been unable to finance
expenditure which they considered essential, the discontent
among growers would almost certainly have been greater than
that caused by the high cost of credit. The interests of
CSR and those of money-lenders and storekeepers were closer
than the company may have realized.

The transition to the smallfarm system, then, involved
compromises between CSR, government, the chiefs and other
business interests in the colony. Only on the question of
diversification did the company have its way almost com-
pletely. Though these compromises were a prerequisite for
the success of the smallfarm system, they weakened CSR's
exclusive control over growers and made it easier for farmers
in the future to express their opposition to the company.
For if CSR, by some miracle, had possessed almost total
control over the supply of credit to farmers, and if it had
won greater control over the leasing of Fijian-owned cane
lands, would growers have dared to strike in 1943 and 19607
Could they have afforded to? The inter-war years showed
that CSR had great influence in the economy at large, but
its influence depended on working with other members of the
élite.

Some effects of the smallfarm system

What limits there were to CSR's influence were out-
weighed before World War II by the extent of its control
over growers. Although there were occasions, especially
among contractors, when the company's cultivation instruc-
tions were not carried out, the amount of control exercised
was very considerable, as contemporaries acknowledged.87
The result was that certain characteristics of the plantation
were perpetuated. Apart from the continuation of ganging,
this was evident in the retention of certain job descriptions
used on plantations. The term field officer became current
only in the late 1930s. Before then he was known, as he had
been on the plantation, as an overseer — the name was the
same because the job was the same. Growers were treated as
if they were still on plantations. The Labasa manager wrote
in 1928:

Thus it is essential that after leasing our officers
must retain that personal influence over the people,
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which is the outcome of discipline under the indenture
system and may be looked upon as a Capital asset not
to be dissipated.88

It was a 'Capital asset' that the company preserved very
well. Indians were trained not to become decision makers
and decide for themselves how to allocate resources on their
farms: rather, they were expected to obey decisions taken

by CSR. Since smallfarming in the Fiji sugar industry,
then, falls within that category of agricultural enterprise
which is characterized by the employment of a relatively
large number of unskilled workers whose activities are
closely supervised, George Beckford is quite right to regard
it as a type of plantation.89 Growers were little more than
plantation labourers in disguise.90

CSR regarded this control as essential if the small-
farm system was to succeed. It enabled overseers to ensure
that on balance the standard of cultivation by growers was
about the same as it had been on plantations. Ploughing was
not always so thorough, but the land was kept more clear of
weeds.?! There seems to have been no significant drop in
the quality of cane grown, while as Table 6.4 shows, yields
per acre actually increased a little, though this was partly
due to the introduction of better varieties.?? There can

Table 6.4
Annual average yields of cane per acre
(tons)
Nausori Rarawai Labasa Lautoka Penang All a
Fiji
1904-15 18.61 17.40 16.57 21.16 N.A. 18.43
1928-39 20.45 19.36 18.57 20.07 20.17 19.61

Source: CSR Ltd, Manufacture Reports, 1905-40.

8Excludes Penang. Makes no allowance for difference
in total output between mills.

be no doubt that growers derived great advantage from the
smallfarm system of producing cane. They could earn more
than if they had remained as labourers, or if they had had
to rely exclusively on the cultivation of crops like cotton
and rice. Moreover, by paying the same price for cane
despite changes in the world price of sugar, CSR shielded
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growers from the worst effects of the depression. The
Colonial Office was told in 1933, with reference to sugar
production:

Confidence in the success of this industry is the
main reason for the general optimism in commercial
circles, which is so remarkable of Fiji at this time
and separates Fiji sharply from the rest of the
Pacific territories.

And not just the Pacific. Unlike the overwhelming majority
of peasant cash farmers in the tropics, cane growers in Fiji
did not experience a fall in their incomes as a result of
the depression. Their earnings remained relatively stable,
apart from fluctuations caused by weather conditions.

On the other hand, the spread effects of the sugar
industry were still limited. Despite attempts by CSR to
train Fijians as growers in the 1930s, the price of cane
was not sufficiently high to attract more than a few into
the industry, with the result that they were unwilling to
share (in addition to rent) more of the profits from cane. "
CSR also repatriated most of the profits it earned in the
colony. Table 6.5 shows an estimate of the aggregate profit,
£1,904,111, from its sugar mills in Fiji for the years ended
31 March 1925 to 31 March 1940, and Table 6.6 presents a
conservative estimate of the cash surplus arising from
milling over the same period. No account has been taken of
transfer pricing and the like. After allowing for capital
inflows, CSR was in a position to take out of Fiji an esti-
mated £1,992,971 — a very large sum in relation to the
size of the Fiji economy. Except for the amount on the
pineapple cannery in which the company has invested £76,389
by 1940,9° nearly all the surplus was repatriated. It helped
finance the expansion of the Australian sugar industry in
the 1920s and the development of 'Caneite' production in the
late 1930s. 'Caneite' is a low density wallboard which was
manufactured by CSR initially from megass, a by-product of
sugar., As in the case of distilling (and of course refining),
the company found it more economic to process megass in
Australia than Fiji. CSR's diversification into the manu-
facture of building materials and then into other areas
during and after World War II was financed largely by profits
made in previous years.96 Table 6.7 shows that profits from
Fiji — at least in 1926, 1927 and 1929 — were a significant,
but not a major, proportion of the company's earnings. On
top of this was the harm done by CSR's obstruction of
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Table 6.5

Aggregate profit from CSR's sugar mills in Fiji
for yvears ended 31 March 1925 to 31 March 19402

€F
Sales of raw sugarb 19,684,758
Operating costs:
Direct costs — purchase of cane, etc. 15,859,061
Estimated overhead costs® 506,880 16,365,941
3,318,817

Add miscellaneous profits from sale of
molasses, operation of S.S. Rant,

sundry trading 346,637

Gross profit 3,665,454
Less charge for depreciation and replacement® 1,623,942
Net profit before tax 2,041,512
Less income tax 137,401
Net profit after tax 1,904,111

Sources: Mill profit and loss accounts, Chief Accountant, CSR Ltd, Sydney;
C.Y. Shephard, The Sugar Industry of Fiji, 49.

Notes: 3No allowance has been made for changes in the general price
level. Compared with the previous ten years and the years after
1939, prices were relatively stable during the period: the fall
in prices which resulted from the Great Depression was at least
partly offset by the devaluation of the Fiji pound.

bExcludes income from sale of stocks held on 31 March 1924 but
includes income from sale of stocks held on 31 March 1940.
Because of absence of relevant figures, it is assumed that there
was no profit or loss from sale of stocks held on 31 March 1925
and credited at current prices to returns for the year ended on
that date.

cFigures only available for years ended 31 March 1934 to 31 March
1940 inclusive. Annual overhead costs for the previous eight
years have been assumed to be the average of the following seven
years.
dThough it is not certain, the profits do not seem to include any
gains or losses from rents, the Yaqara cattle station, the
dairies and butcheries, and the pineapple cannery. Losses from
the cannery would have offset some if not most of the gains from
the other activities.

eThough not absolutely certain, the charge seems to have been on a
straight line basis — 4 per cent each year on the original cost
of fixed assets. Assumed is that gains/losses from disposal of
fixed assets are treated as capital transactions and are excluded
from mill profit and loss accounts.

fIncome tax paid for period up to and including year ended 31
March 1930 has been estimated on basis of net profit before tax
in year X rate of tax in year .
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Table 6.6

Estimated cash flow arising from Fiji sugar milling activities
for years ended 31 March 1925 to 31 March 19403

£F

Net profit after tax 1,904,111
Add back depreciation and replacement 1,623,942

3,528,053
Less estimated capital expenditureb 1,535,082
Cash surplus 1,992,971

Sources: Table 5.5; 'Fiji Sugar Mills', 4 Apr. 1944, CSR F 5.0/2/-.

Notes: @Not all the cash flow would have occurred during this period.
Tax payments and certain expenses incurred in the last year(s)
would have been paid after 31 March 1940, while income from
sugar stocks held on that date would not have flowed in till the
following year. Similarly, certain expenses incurred before 1
April 1924 would have been met after that date.

bThe estimate is based on a statement, 'Fiji Sugar Mills', pre-
pared by CSR for the Shephard enquiry in 1944. The statement
shows the value of 'Fixed Assets plus Improvements' for each
year from 1930 on the basis of replacement values in 1939, the
valuation having been made in 1941. The value of assets for
each year before 1941 was calculated by substracting the capital
expenditure for each year back to 1930. Total capital expend-
iture for the years ended 31 March 1931 to 31 March 1940 was
£896,926. No figures are available for the six years before
1930, so it has been assumed that annual capital expenditure for
that period was the same as the annual average for the years
ended 31 March 1931 to 31 March 1940. To this has been added
£100,000 to cover the purchased land and the Penang mill in the
late 1920s. Actual capital expenditure was almost certainly
less than the estimate here, for these reasons:

(i) The Penang mill and subsequent additions to it cost only
£25,000. It is highly unlikely that purchases of land amounted
to £75,000 since the book value of all land in Fiji held by CSR
in 1941 amounted to £222,000. The area of CSR's land acquisi-
tions in the late 1920s were a small part of the total area
owned by the company.

(ii) From Fiji's annual trade reports, the average annual f.o.b.
value of imports of sugar-making machinery, railway material
and locomotives and component parts was £F45,544 for the cal-
endar years 1924 to 1939. Even after allowing for other capital
goods imported for the sugar industry (e.g. rolling stock which
was not recorded as a separate item till 1944 — was it too small
to be treated as a separate item before then?), costs of trans-
port and of installation, it is likely that average annual
capital expenditure was less than £89,692.

(iii) The assumption that capital expenditure for the six years before
1930 averaged the same as for the ten subsequent years probably
overstates the size of capital expenditure in the former period.
The annual average f.o.b. value of the imports mentioned above
and recorded in the trade reports was £F34,082 from 1924 to 1929,
against £F52,422 for the next ten years.

Thus the estimate for capital expenditure represents an upper limit.



Table 6.7
Sources of CSR's profits for years ended 31 March 1926, 1927 and 1929

Year ended 31 March 1926 1927 1929
Total CSR profits (£ Australian) 890,732 1,072,797 1,346,306
% derived from Australia 52.4 64.0 54,2

% " " New Zealand 8.9 7.8 6.2

Z " " Fiji 32.3 22.8 28.6

9 "

" Other sources 6.4 5.4 11.0

Source:

Notes:

CSR Ltbk., 'E.W.K. Special', &4 (1909-37), 122-39.

'Other sources' include interest on various debts, debentures, temporary deposits in
London, etc., and 'trading income from buying and selling sugar outside the [Aust-
ralian] Commonwealth and upon which income tax has not been paid'. ('E.W.K. Special’,
150.)

These figures were produced for the Deputy Federal Commissioner of Taxation in
Australia.

In 1930 and 1931 the Fiji percentage of total profits dropped to 3.9 and 6.8
respectively, but these were years of exceptionally small profits in Fiji and were

not typical of the colony's contribution to the total earnings of CSR. Figures for
1928 not available.

06T
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diversification, which denied the colony the option of
developing new exports and left it dependent on imports for a
significant proportion of Indian foodstuffs. 97 Finally, the
dominance of CSR in Fiji and its treatment of farmers produced
resentment, which would flare into open defiance of the com-
pany during World War II and reduce the national income as a
result. So it was that in these ways, to borrow the words of
a West Indian writer, sugar proved to be a sweet malefactor.98



Chapter 7

CSR's hegemony under attack — the 1940s

World War II saw the first major challenge to CSR's
control of growers since the inauguration of the smallfarm
system — a challenge fuelled by the resentment of Indians at
their inferior political and economic status in the colony,
especially vis-a-vis Europeans.l Starting in the late 1930s
farmers' unions were formed, and in 1943 growers refused to
harvest their cane. If one assumes a consensus model of
society in which divergent interests are locked together in
mutual support, these unions can be seen as voluntary
associations which served as a link between the 'traditional'
farming community and the 'modern' CSR.? Emerging at a time
of structural (economic) change which had a destabilising
effect on the industry, they can be viewed in terms of their
integrative function, which was to channel the grievances of
farmers in ways that would not threaten the stability of the
smallfarm system. Yet to adopt such a model would be to
overlook the dichotomy of interest between growers and the
company. True, to a great extent they were both mutually
dependent, one for a market and the other for supplies, but
they were also fundamentally opposed to each other — over
the price of cane, for example. Their opposition was in-
creased by market constraints on the price of raw sugar,
which favoured the consumer but restricted the funds avail-
able for distribution among those engaged in the industry.
Though sugar proceeds were to grow considerably over the
next thirty years, they would never be large enough to meet
the long-term needs of both the millers and the farmers.
Obviously, CSR's ability to pay more for cane would be
limited by the price it received for raw sugar, as well as
by its need to make a profit. Consequently, with marketing
arrangements for Fiji sugar designed mainly to benefit
interests overseas, growers found themselves in conflict
not just with CSR, but with consumers of sugar abroad. The
emergence of unions should be seen as the beginning of an
awareness by farmers of the contradiction in which they were
placed.

152
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Demographic change and its economic effect

It was no accident that the unionization of growers
began just before World War II, when the transition to the
smallfarm system was nearly complete. Many of the Indians
who were settled as cane farmers in the 1920s and 1930s had
already experienced two major improvements in their economic
status — from unemployment, perhaps destitution, in India to
indentured labourers in Fiji, and from the indenture system
to free workers and agriculturalists. Now under the small-
farm system they had experienced a third, perhaps the largest,
advance in their standard of living. Some had been able to
supplement, or substitute, the plots they already leased
with higher quality and larger areas of company land, while
others had moved from wage- to more lucrative self-employment.
Since, despite the control it entailed, the treatment of
farmers by CSR compared favourably with the iniquities of the
indenture system and the exploitation of tenants by land-
lords in India (and by a number of Indian landlords in Fiji3),
the first generation of growers did little to dispute the
conditions of farming laid down by the company.l+ An Indian
Planters Association, formed in 1934, had not survived long.®

By the late 1930s, however, many of these farmers were
growing old. Assuming no deaths in the meantime, by 1936
about 40 per cent of the male Indian population aged between
15 and 50 in the 1920 census — those most likely to become
growers under the smallfarm system — had passed the age of
50 (see Table 7.1). 1In 1941 the proportion would have been
about 67 per cent and in 1946 about 90 per cent. Though
these figures are for the male Indian population as a whole,
including non-farmers, and do not allow for those who were
under 15 in 1921 and may have acquired farms when they were
older (probably only a few), they provide at least a rough
guide to the number of original cane growers who had reached
50. Once they attained this age growers tended to leave
most of the responsibilities of farm management to their
sons. Thus cane farming was passing into the hands of a
new generation, a generation that had not served under
indenture and that could not compare conditions in Fiji with
those their fathers had left in India. This had important
results. The first was that not having been indentured to
plantations, younger growers were less willing than their
fathers to undertake the very unpleasant job of harvesting
cane, preferring to pay for substitutes instead.® In 1943
it was estimated that nearly half the cane cutters in Viti
Levu were substitutes.’ Though some were farmers' sons,
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not all would have been so. Some were repaying in labour
debts to money-lenders and storekeepers, a number of whom
were also cane farmers. The wages (or equivalent) of those
who were not sons reduced the cash surpluses from each farm,
provoking demands that the price of cane be increased.®

The second consequence was that growers were more willing to
challenge the smallfarm system as it had evolved. Not having
experienced the harsh alternatives, they could ignore the
past in order to question the present.

Table 7.1

Age distribution of adult male Indians in 1921

Age Number % total
15-20 410 1.88
20-25 1,609 7.36
25-30 4,381 20.05
30-35 5,161 23.62
35-40 3,476 15.91
40-45 3,099 14.18
45-50 1,337 6.12
50-55 1,308 5.99
55-60 380 1.74
60-65 456 2.08
65 and over 235 1.07
Total 21,852 100.00

Source: Census report for 1921, C.P. 2/1922.

And they found much to question. There was bitter
resentment against CSR's tight control of farmers, especially
its restrictions on the planting of food crops, the limited
length of the company's leases, the authoritarian — sometimes
bullying — attitude of certain field officers and the obliga-
tion on growers, when directed by CSR, to work the mills,
weed the tramlines and harvest the company's estates for
wages too low to attract voluntary labour.? Resentment
against the company was heightened in the late 1930s and
early 1940s by the rapid growth of the Indian population,
which meant that the number of degendants of non-working
age — those under 15 and over 5910 — jncreased more rapidly
than the number of those who had to support them (see Table
7.2). Women are not counted as dependants since before the
war, when there was a shortage of labour, they performed
various tasks on the farm.!l! The likelihood that this



155

increase would reduce per capita incomes in the sugar
districts was made greater by the limited employment oppor-
tunities available for members of cane-growing families who
were capable of work. The number of Indians in rural areas,
which included persons living in the vicinity of towns but
not necessarily engaged in agriculture, increased by 50 per
cent between 1936 and 1946 whereas the amount of new land
coming under cane rose by only 1 per cent (see Table 7.3).12
Even though a large proportion of the increase in rural
population consisted of those too young to work, it is clear
that the labour shortage in cane areas was being transformed
into a surplus — a trend that was recognized by CSR in 1941.

Table 7.2
Age structure of Indian population, 1936 and 1946

Ages 1936 1946 % increase
1-14 37,544 58,312 55.3
15-59 42,620 53,335 25.1
60 and over 4,838 8,080 67.0
Total population 85,002 119,7272 40.9

Total under
15 and over 59 42,382 66,392 56.7

% total under
15 and over 59
to total population 49.9 55.5 11.2

Source: Census reports for 1936 and 1946, C.P. 42/1936,
35/1947.

8Excludes the 336 who did not specify an age.

The growing population pressure on sugar land might
have been alleviated by the creation of new jobs in activ-
ities not directly associated with the cultivation of cane.
Table 7.4 shows that the number of Indians engaged in primary
industry, apart from cane, and in secondary and tertiary
sectors almost doubled between 1936 and 1946. Particular
care is needed in interpreting this table, which is based on
census reports for the two years. Whereas the 1946 census
stated that only those aged 12 or over were questioned about
their occupations, the 1936 census gave no such information
and left it unclear whether the figures on occupational
status included persons under .12 years or not. This makes
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comparison between the two difficult. Moreover, a signifi-
cant number of respondents in 1936 did not indicate their
occupations, with the result that when the tables were
compiled it was assumed that if Indians lived in sugar
districts, and had not provided information about their
occupations, they were engaged in the cultivation of cane.
But this was not necessarily the case since, despite CSR
opposition, a number of contractors cultivated food crops
in addition to cane, while there were others — albeit only a
few — in the sugar districts who did not grow cane. Conse-
quently, the 12,501 said to have been involved in the
production of cane in 1936 may have been an overestimate.
Finally, the two censuses were taken at different times of
the year — on 26 April in 1936 and on 3 October in 1946.

In April farmers were likely to have been cultivating cane:
in October they would have been harvesting it. This helps
explain why the numbers involved in producing cane in 1936
were higher than in 1946. 1In October of the latter year
some members of cane-growing families, who in April might
have assisted with cultivation, would have been employed in
casual jobs connected with the milling of cane. This in
turn would have swelled the figures for those engaged in
secondary industry. In 1946 the number of Indian males
employed in the manufacture of sugar was put at 1,204: in
1936 it was only 580. The difference was almost entirely
due to the dates on which the censuses were taken.

Table 7.3

Increase in cane area and in number of Indians in
rural areas, 1936-462

1936 1946
Acreage under cane 89,924 90,816
%4 increase 1
No. of Indians in rural
areas 66,921 100,943
% increase 50
Source: Michael Moynagh, 'Land tenure in Fiji's

sugar cane districts since the 1920s’',
Journal of Pacific History, 13 (1978),
Table 3.

8Includes Indians in the vicinity of towns
and not necessarily engaged in agriculture.
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Table 7.4
Occupational status of male Indians, 1936 and 1946

Occupation No. employed
1936 1946
Sugar cane farming 12,501 9,611
Other primary industry 4,338 10,798
Secondary & tertiary sectors 7,505 11,476
Total employed 24,344 31,885

Source: Census reports for 1936 and 1946, C.P.
42/1936, 35/1947.

Yet despite difficulties in comparing the two census
reports, it is clear that between 1936 and 1946 non-cane
employment opportunities for Indians increased. The number
of new jobs was especially high in 1942 and 1943 when about
70,000 Allied troops were stationed on the west of Viti Levu,
but most of these jobs were short term and did not outlast
the presence of the troops.13 Of the permanent increase in
jobs over the ten-year period, some were in the secondary
and tertiary sectors but most were in agriculture. There
was a substantial increase in the number of Indians involved
in the cultivation of food crops other than cane, particu-
larly maize, rice and other grains in which the total rose
from 2,025 in 1936 to 6,387 in 1946. Over the period the
area under rice in the colony grew from about 13,800 to
about 23,800 acres.l!* The increase in subsistence crops
was due to the relaxation of company restrictions on the
cultivation of such crops by cane farmers. CSR's more
flexible attitude arose from the immediate need to overcome
the shortage of food during the war, as well as being a
response to pressure from growers, and was not subsequently
reversed.!® Thus the fall in numbers cultivating sugar
between 1936 and 1946, and the increase in those involved
in other agricultural pursuits, was partly the result of a
greater number of families tending crops in addition to
cane.

The increase in employment opportunities between 1936
and 1946 does not necessarily mean that, in the face of a
growing number of dependants, the workforce was able to
maintain per capita incomes (or their equivalent) among the
Indian population. Most of the non-cane occupations in
which Indians were engaged in 1946 were less lucrative than
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the cultivation of sugar. This was certainly true of the
equivalent money returns from growing subsistence crops

like rice. It was also true of much of the wage employment
open to Indians. Table 7.5 shows the wages of unskilled
government employees in 1939, 1944 and 1945 which were broadly
in line with the wages of unskilled workers in other activ-
ities. In 1939 an unskilled labourer working five and a

half days a week, fifty weeks a year, would have earned

£34 7s 6d. After deducting farm costs, the estimated income
of a cane grower on twelve acres of land would have been
about £48 10 0d. At 1944 wage rates, a labourer in Suva
would have earned about £55, while the cane farmer in 1943
(assuming he had harvested his cane) would have netted

about £70 18 0d.!® 1In fact, many labourers would have earned
considerably less than these sums because they would have
been engaged in only casual work.

Table 7.5

Daily wage rates of unskilled govermment employees
in 1939, 1944 and 1945

1939 19442 19458

s d s d s d
Suva 2 6 4 0 4 4
Country 2 6 3 10 4 2

Source: 'Annual Report of the Commissioner of
Labour, Fiji, 1945', C.P. 8/1946.

%Includes cost of living bonus.

Now, given the limited earnings from occupations
alternative to cane, it is clear that with the increase in
population, especially in the proportion of non-working age,
the maintenance of per capita incomes in the sugar districts
depended on a rise in the net proceeds from cane. But in
the late 1930s this did not occur. There was no significant
improvement in farm productivity (see Table 7.6) and cane
prices were not raised till 1940. Consequently, assuming
a constant rate of population growth between 1936 and 1946,
just before World War II per capita incomes in the cane
areas were almost certainly in decline. This was reflected
in the demand by growers in 1939 that the size of their
farms be increased, so that they could more easily support
their large families. During the war, but in response to a
problem that must have begun earlier, growers also protested
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at CSR's restrictions on the number of houses that could be
built on each farm. So it was that with the decline in per
capita incomes, coupled with long-standing grievances against
CSR and the existence of a new generation of farmers willing
to press for change, conditions in the late 1930s were ripe
for the unionization of growers.

Table 7.6

Yields of cane — tons per acre cropped, 1930-50

Year Nausori Rarawai Labasa Lautoka Penang True
average
1930 20.3 15.8 13.7 18.0 19.2 17.1
1931 17.0 9.0 13.5 16.3 16.1 13.6
1932 24,2 22.8 20.8 26.0 26.6 24,2
1933 19.4 19.8 19.1 19.3 19.0 19.4
1934 20.6 18.5 18.7 18.9 19.0 19.0
1935 23.3 21.5 20.2 22.7 19.1 21.9
1936 19.1 24.0 20.5 22.7 22.2 22.3
1937 22.7 22.5 20.1 21.5 23.7 21.9
1938 24.3 21.1 21.5 22.5 20.8 22.1
1939 15.0 20.7 18.4 18.8 19.6 18.9
1940 21.4 19.4 15.6 19.6 17.9 19.1
1941 16.7 20.8 20.9 21.0 20.1 20.2
1942 18.1 18.9 21.8 21.3 18.8 20.2
1943 15.9 18.7 17.4 20.2 18.0 18.2
1944 16.4 13.6 14.7 14.9 11.5 14.4
1945 17.4 15.5 14.5 15.3 14.7 15.4
1946 18.0 19.7 17.0 21.9 17.6 19.7
1947 21.1 22.3 17.8 22.0 16.6 21.0
1948 16.5 22.5 19.4 23.9 21.8 21.8
1949 16.1 25.7 15.1 23.2 20.4 21.6
8 1 9 7 6 2

1950 10. 18. 14. 16. 15. 16.

Source: CSR Ltd, Manufacture Reports, 1931 to 1951.

Farmers' unions and the 1943 strike

The first major union, the Kisan Sangh ('Farmers'
Association'), was founded in late 1937 as the result of
efforts by Ayodhya Prasad, its General Secretary who had
originally come to Fiji as a schoolteacher in 1926. In his
autobiographical history of the Kisan Sangh, Prasad des-
cribed an argument he had had in the early 1930s with an
American. The latter had



160

advised not to put the blame on Europeans. Instead,
Indians should learn to unite, become powerful and at
once the Europeans would be friendly. Later, that
night I started pondering what the American had said
and it seemed his every word was correct. Since then
I left hating Europeans and thought of correcting the
Indians.!’

Prasad believed that if they would unite and form, as it
were, a loyal opposition to the company, Indians could win
major concessions that would raise their incomes and reduce
CSR's control over them. But this strategy of collaboration
ignored the basic conflict between growers and CSR.

The adoption of the strategy reflected farmers'
psychological dependence on the company; they felt they
could not do without CSR. Prasad told A.G. Sahu Khan, Indian
Assistant to the District Commissioner (Western) in 1940,
that growers wanted to co-operate with the millers

for the good of the sugar cane industry in this Colony
in the welfare of which we are relatively much more
interested than the capitalists who constitute the
Company, for with us farming is the end-all of our
existence in this Colony, whereas the capitalists
could easily transfer their capital to some other part
of the world.

In addition, CSR appeared so strong that many doubted whether
an effective union could be formed at all, let alone one that
sought a confrontation with the company.18 Prasad himself
was a North Indian, so that much of the early support for

the union came from this section of the farming community.
Because they had been longer in Fiji, North Indians were
generally more prosperous than those from the south,19 with
a larger stake in the existing order. They had more to lose
than South Indians from a strategy of confrontation that
failed, and yet they stood to gain from concessions won
through co-operation with CSR.

At first it was not easy to collaborate, since CSR
refused to recognize the union. The company hoped that if it
was ignored the association would wither away. Previous
attempts to organize unions among the Indian population had
failed. Why should the Kisan Sangh be any exception?

Indeed, would not recognition give legitimacy to the union,
increase its prestige with growers and transform it into an
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organization capable of launching a powerful challenge to

CSR in the future? Better, the company thought, to defeat

the union now, while it was still small, than to pile up
trouble for the future.20 This approach ran into conflict
with government which feared the law and order implications

of unrest in the sugar industry, believed that it was in

CSR's own long-term best interest to co-operate with the

Kisan Sangh and was under pressure from the Colonial Office

to legislate for the compulsory recognition of unions. For
almost ten years CSR had successfully staved off such legis-
lation.?! Informed opinion in Britain would not allow it

to do this for much longer. Sir Harry Luke (governor, 1939-
41), considered CSR's managers to be dull, unimaginative and
behind the times in their tendency 'to regard the Indian,

as in the days of indenture, as a person who is not expected
to think for himself'. He thought the general manager, Gold-
finch, was a complete autocrat'. For its part, the company
believed Luke to be 'weak and indolent'. 1Its legal adviser

in Fiji, Sir Henry Scott, described him in private as 'a dirty
little Jew' - a remark that reflected the widespread unpopul-
arity of Luke among the Europeans.22 Yet for all this person-
al antagonism, what was in dispute was not the company's right
to make profits in Fiji but rather, how this could best be done.

Had CSR persisted in its refusal to make concessions to
the union, it is unlikely that the Kisan Sangh would have
emerged so quickly as a powerful force in the industry.
Indeed, like its predecessors it too might have collapsed.
But government pressure forced the company to modify its
approach. Officials promised that if CSR refused to be more
conciliatory they would introduce legislation for the com-
pulsory recognition of unions and arbitration in the case
of unresolved disputes. Rather than have collective bargain-
ing imposed on it, especially in a way that provided for out-
side intervention in the industry, the company chose to
dribble out concessions in the hope that they would satisfy
government and appease the growers. In fact they did neither.
Each concession was attributed by farmers to the efforts of
the Kisan Sangh, so that the more concessions were made the
more the strength of the union increased. By July 1940
72 per cent of growers in the Ba-Sigatoka belt were listed
as members, 42 per cent of whom were financial. As member-
ship of the union grew, and as it continued to demand recogni-
tion, so pressure on CSR from govermment was intensified.

The result was defeat for the company's strategy and recogni-
tion for the Kisan Sangh.
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Recognition occurred in three stages. In 1939, without
actually negotiating with any of the leaders of the Kisan
Sangh, CSR met a few of their demands. It gave each farmer
a written account of the proceeds from his cane, it reversed
its policy of discouraging growers from planting food crops
even on land away from their farms, it reduced the length
of the working day in the mills from twelve to eight hours
(effectively a 33 1/3 per cent rise in wages), and it in-
creased its efforts to hire Fijians in order to obviate the
need to extract compulsory labour from growers. Field
officers were taught Hindi and instructed to use less force
and more tact in their treatment of farmers. At the end of
the year the company offered growers a ten-year contract to
govern the terms on which it would buy cane — an important
demand by the Kisan Sangh — and in response to another demand
(as well as to save the cost of analysing each grower's
cane) it promised to abandon the system of paying for cane
according to the quality of each farmer's crop. Instead, the
price was to be based on the average quality of cane crushed
in each mill, with a scale of bonuses once the price of sugar
exceeded £11 a ton.

Following threats not to plant cane if modifications to
the contract were not made, and after further pressure on the
company by government, major concessions were next offered by
CSR on 6 April 1940. It met a deputation of cane growers
which, though not a formal deputation of the Kisan Sangh,
contained six members (of a total seven) nominated by it.

The company promised a few minor alterations to the contract —
it would try to improve the delivery of fertilizer, interest
on advances would be reduced to 4 per cent, growers would be
allowed a representative at the weighbridge (to check the
weights recorded for their cane), and the cultivation of
second ratoons would be allowed. More important was that for
the first time the company had, in effect, recognized the
principle of collective bargaining. In response, the growers
agreed to sign the contracts offered by CSR. The third stage
occurred the following year, again after government pressure.
In March 1941 the company offered three- instead of ten-year
leases to seven allegedly unsatisfactory tenants in Raki
Raki. When they refused to sign, eviction proceedings were
started by CSR and agitation begun by the Kisan Sangh. Luke
urged the company to withdraw the notices of eviction, but
CSR proceeded with the court case and, having won it, then
announced that the tenants would be reinstated on their
farms. Meetings were subsequently held with leaders of the
Kisan Sangh, and on 30 May the union was recognized. Soon
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after, on instructions from the Colonial Office, industrial
legislation was introduced and, to the dismay of CSR, brought
into effect the following year.

Once the Kisan Sangh had been implicitly recognized
in 1940, it began to co-operate with CSR, and this collabora-
tion was increased after formal recognition in 1941. One
area of co-operation was over the harvesting of cane.
Hitherto, often under the influence of field officers, gangs
had elected sirdars from their midst to supervize the cutting
of cane and loading on trucks. But in 1940 and 1941 CSR
gave the Kisan Sangh responsibility for the appointment of
sirdars, though the union's nominees were usually men who
would have been elected in any case. The sirdars were
allowed a greater say in determining the order of harvesting,
an important point since it reduced the opportunity for
field officers to punish recalcitrant growers by having their
cane harvested when it was disadvantageous to them.23 1In
return, the Kisan Sangh used its influence to settle disgutes
among farmers and increase the efficiency of harvesting. "
The Kisan Sangh worked with the company in another way. In
1941 part of the output of raw sugar from Fiji had to be
destroyed because, due to the wartime shortage of shipping,
it could not be marketed. The result was that growers
received a slightly lower price for their cane than would
otherwise have been the case. Yet instead of supporting
the claim from some quarters that CSR should have paid the
whole price, the union backed the company/government view
that growers should bear part of the loss.?® Furthermore,
having won a ten-year contract in 1940, rather than seek to
raise the living standards of farmers by again pressing CSR
for a higher cane price, the Kisan Sangh directed its atten-
tion toward the chronic indebtedness of growers. Apart
from high interest rates on cash loans, the real incomes of
farmers were reduced by the relatively high prices they had
to pay for goods bought on credit. As an attempt to solve
the problem, in 1941 the Kisan Sangh established a co-opera-
tive store to supply goods at cost price to members on a
rationed basis (imports were controlled during the war).
Capital of about £10,000 was raised from a levy on members
of one penny a ton of cane.2® CSR gave moral support to the
venture, and advanced money to growers who wanted to make
cash purchases from the store.? The company stood to gain
from the Kisan Sangh's concentration on indebtedness, since
it diverted attention from the price of cane as a means to
raise real incomes.
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Because the Kisan Sangh sought to reconcile the
interests of growers to CSR, in a situation where long-term
reconciliation was impossible, room was left for the emerg-
ence of a second union appealing to growers' distrust of the
company. The question was whether it would supersede the
Kisan Sangh and unite the growers against CSR, or whether
it would divide them. It divided them. The Kisan Sangh's
campaign against storekeepers encouraged the Indian trading
community, through a Gujerati lawyer, A.D. Patel, to defend
their interests by using the new union to undermine public
support for the Kisan Sangh. So from the date of its forma-
tion, 15 June 1941, the Akhil Fiji Krishak Maha Sangh ('All
Fiji Farmers' Union') represented an alliance between one
group of farmers, at first mainly South Indians led by their
religious leader in Fiji, Swami Rudrananda, and the Gujerati-
dominated but small Indian business community. The result
was that, though it won support by exploiting the differences
between growers and CSR, the Maha Sangh was unable to win
the allegiance of the whole farming community because it was
backed by storekeepers and money-lenders who were unpopular
with a large number of growers. Moreover, by playing on
communal rivalries, union leaders widened the divisions which
already existed among farmers. Instead of being united,
then, farmers on the west of Viti Levu, where unions were
first formed, were split between the Maha and the Kisan
Sanghs, both of whom wanted to side with interests fundament-
ally opposed to the growers. To some extent, the unions
were agents of competition between CSR and Indian business-
men for a larger share of the income from cane.

The Maha Sangh, which was formed just two weeks after
the Kisan Sangh had been recognized by the company, derived
great advantage from its rival's collaboration with CSR.

In particular, it benefited from Ayodhya Prasad's failure

to obtain as much help from the company as he had expected.
In CSR's view, the gains from too closely co-operating with
the Kisan Sangh were outweighed by fears that the union
might become so strong as a result that it would pose a
threat to the company in future. It was hoped in Sydney
that rival unions would compete for support among growers,
so preventing them from launching a united attack on the
company.28 Though no instructions to this effect have come
to light, it is possible that field officers encouraged
growers to join the Maha Sangh in order to foster divisions
within the farming community. It is more certain that fears
of the union becoming too strong led CSR to refuse a request
that it provide loan capital for the co-operative store and
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help in its administration, with the result that the store
was badly managed and short of funds.?® Prasad later
claimed that the manager, M.T. Khan, had been forced to use
some of his own savings to tide the store over when cash was
short.30 Whatever the truth of this, Khan's administrative
methods were highly unorthodox and the distinction between
his income and the store's not at all clear. Allegations of
corruption became widespread, and were used by opponents to
discredit the union.

The effects of collaboration were open to attack in
other ways. The 1ld levy to finance the store was very un-
popular with members of the union, a point that Rudrananda
and Patel exploited to the full. The role of the Kisan Sangh
in the organization of cane harvesting enabled it to be
blamed for an increase in the wages of substitutes in 1940,
even though this was not its fault but the outcome of the
previous year's reduction in mill-working hours which had
caused an increase in the demand for casual labour.3! There
was also the union's failure to press for the full price of
cane in 1941, which provided further grounds for criticism.
Above all, there was the absence of any tangible concessions
from CSR in response to collaboration from the Kisan Sangh.
The union seemed to have won most from the company when it
had been in conflict with it. Now, with its leaders working
(it appeared) almost hand in glove with CSR, it was thought
by many that the association had abandoned farmers in favour
of serving the interests of the company. It was natural that
growers should turn to an alternative union which, in its
anti-CSR stand, seemed to have assumed the mantle of the
Kisan Sangh. How far the emergence of the Maha Sangh was
the outcome of disenchantment with Ayodhya Prasad's union,
and how far it was due to communal loyalties which were also
important, is hard to say. What is clear is that collabora-
tion by the Kisan Sangh made it much easier for the Maha
Sangh to outflank its rival and appeal to the opposition of
farmers to CSR.

Realizing that it was losing support, in March 1943
the Kisan Sangh asked CSR to raise the contract price of
cane, but in May the company refused. Yet rather than
abandon its collaborative strategy by taking industrial
action, the union pursued an approach it had made to govern-
ment in April. To obtain higher cane prices it asked for
an increase in the price of raw sugar, which was sold to
Britain's Ministry of Food during the war under arrangements
for the bulk purchase of all exportable sugar in the
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Commonwealth. In July B.D. Lakshman, one of the union's
officials, requested Sir Philip Mitchell (governor, 1942-45)
to appoint a commission to inquire into the price of cane,
although its report would not have been binding whereas that
of an arbitration tribunal would. 'Our main reason', he
wrote, 'in asking for a Commission rather than an Arbitration
Board is that the Imperial Government is to be guided on the
subject; for, it may perhaps turn out that the problem could
be solved by London rather than by Sydney.' A split within
the Kisan Sangh now broke into the open. The so-called
right wing faction, led by Ayodhya Prasad, M.T. Khan and
B.D. Lakshman, would continue, except for a brief period, to
press for the appointment of a commission. The left wing
faction, led by a Punjabi Mehar Singh, joined the Maha Sangh
in taking an initially more popular, but also more extreme,
approach. They refused to give evidence before a commission
set up in July, with the result that in order not to lose
face Prasad's faction boycotted it as well and the commission
was unable to produce a report. Later, in September, Prasad
and Lakshman asked that the commission be reconstituted,
which it was under the chairmanship of E.E. Jenkins, the
Attorney-General, but its report recommended against an
increase in the price of cane so vindicating the stand of
those who had opposed it.32 1Instead of a commission the
Maha Sangh, the left wing of the Kisan Sangh and a new
association, the Rewa Cane Growers' Union, demanded an
arbitration tribunal whose report would be binding, and
announced that until then growers would refuse to harvest
their cane.33

In contrast to its rival, now the right wing of the
Kisan Sangh, the Maha Sangh adopted a strong anti-CSR posi-
tion, arguing that although recent advances in the price of
sugar had been reflected to some extent in higher cane prices
(see Table 7.7), the company was still able to make exorb-
itant profits part of which ought to be shared with the
growers. If necessary, farmers should force CSR to do this.
The argument had wide appeal among growers, who recalled
that the threat of a strike in 1939-40 had been followed by
a reversal of the company's refusal to negotiate with them,
and that agitation by the Kisan Sangh in early 1941 had led
to further concessions. Compared to themoderation of men
like Ayodhya Prasad and to the Kisan Sangh store, which at
best had met the needs of only a few farmers, direct action
against CSR seemed to offer a quicker and more effective
way to raise real incomes. And this was important, for
during the war there had been an increase in essential farm
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and household costs which had reduced the real income from
cane. The Jenkins commission found that the annual average
costs of production and of living on a twelve-acre farm had
risen from an estimated £88 4 11%d in 1939 to £132 8 3d in
1943, an increase of about 50.5 per cent. After computing

Table 7.7

Volume of sugar exports, value of exports per ton
and price of cane, 1939-50

Year Tons exported Approximate Average
value per ton price of cane

£ s d
1939 118,470 12 15 4
1940 93,631 14 20 1
1941 70,328 13 n.a.
1942 131,294 13 19 7
1943 92,528 15 23 8
1944 67,252 15 24 0
1945 30,504 18 28 10
1946 106,274 20 29 8
1947 112,433 25 32 2
1948 149,497 29 35 1
1949 110,968 29 36 5
1950 114,254 33 49 2
Source: J.C. Potts, 'The Sugar Industry in Fiji: 1Its

Beginnings and Development', Transactions &
Proceedings of the Fiji Society, 7 (1958-59),
126; FSC Ltd, 'Industrial Statistics Summary',
Table 23.

Notes: 1. Tons exported and values per ton are for each
calendar year, whereas the average price of cane
relates to each season which normally started
midway through the year and ended during the
following January.

2. Under a new contract, growers received a sub-
stantial increase in price in 1950.

an average value for the rice it was assumed each grower
cultivated, total receipts from the farm of a cane grower
were thought to have risen by only 39.8 per cent — from
£98 5 0d to €139 3 0d. Thus the surplus of receipts over
expenditure, which provided the savings from which farmers



168

could meet socially important life-cycle expenses — weddings
and the like — had fallen from about £10 in 1939 to £6 15 0d
in 1943, a drop of about 32 per cent. From this the com-
mission came to the surprising conclusion that no increase
in the price of cane was justified.

These figures do not tell the whole story, however.
By taking an average farm — whose size was mistakenly put at
twelve acres instead of just over eleven — the commission
underestimated the hardships experienced by those on smaller
holdings. It reckoned that the cost of living — excluding
luxuries — for a married man with four children rose by 66
per cent, or about £30, over the period. Obviously a farmer
on twelve acres, who would have seen his gross receipts
increase by about £40, would have had less difficulty in
accommodating this rise than a family on six acres, whose
gross income would have grown by only £20. Moreover, the
commission had nothing to say about the sharp contraction of
credit in 1942 when wholesalers, led by Morris Hedstrom and
Burns Philp, reacted to uncertainties about the future price
of raw sugar, and hence of cane.3% Doubts about what price
it would fetch reduced the value of cane as a security, and
this specially hurt farmers who could not rely on alternative
sources of income while they awaited payments for their 1942
crop. Most important of all was that the commission took
1939 as its base year, so that the decline in real farm
incomes between 1940 and 1943 was understated. Table 7.8
shows the average price of cane from 1938 to 1943, the
annual incomes of an average farmer over the period and
estimated changes in the cost of living. From these it can
be seen that cane prices rose more sharply between 1939 and
1940 than they did from 1940 to 1943, whereas the cost of
living rose more quickly over the latter period. Conse-
quently, having seen an improvement in real incomes during
the first year of the war, growers experienced a fall in
their real earnings from cane over the next three years.35

Of course, a large number of farmers in western Viti
Levu were compensated by the availability in 1942 and 1943
of part-time jobs in laundry and other services to Allied
troops or in supplying them with vegetables, while their
sons (or younger brothers) could obtain full-time employment
in a variety of public works. Yet although this raised the
living standards of the Indian community in this part of
Fiji, it did 1little to reconcile growers to the fall in real
incomes from their farms. As wages soared (the demand for
labour outstripped supply), so relative returns from cane
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farming compared with other activities declined. Since
cane had been among the most lucrative occupations for an
Indian, perhaps only surpassed by certain types of business
and the legal profession in which a very small number of
Indians were engaged,36 it was understandable that growers
should seek an increase in their returns so that cane farming
could maintain its occupational status. This would have
been particularly important because, for most growers, off-
farm employment during the war provided no more than a
supplementary income to their main source of livelihood,
the farm. Above all, as many Indians grew more prosperous,
if only for a short time, there was a rise in the expecta-
tions of those who experienced, or witnessed, the higher
standards of living involved. CSR predicted, quite accur-
ately, that from this would come demands for an increase in
the price of cane. 37

Table 7.8

Average price of cane, annual incomes of a farmer on 11 acres
of land and changes in the cost of living, 1939-43

Year Average price Income from cane Cost of living
of cane of a farmer on index for Viti
11 acres Levu except
Suva
s d £ s d
1939 15 4 79 13 11 100
1940 20 1 105 9 9 109
1941 n.a. n.a. n.a.
1942 19 7 108 15 8% 128
1943 23 8 119 12 8% 156

Source: CSR Ltd, Manufacture Reports, 1940 to 1944; FSC
Ltd, 'Industrial Statistics Summary', Tables
7(a), 23.

Notes: 1. The income from cane of a farmer on eleven acres
of land, approximately the average size of a cane
farm, was calculated by multiplying the average
price of cane by the average yield of cane per
acre for the year in question by five and a half
acres (the area likely to have been cropped).

2. The dates taken by government on which to base the
cost of living were August 1939, 3 June 1940, 27
June 1942 and 12 June 1943. Up to and including
June 1943 the figures were no more than rough

estimates.
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The farmers' strike began in July 1943, and coincided
with a very sharp increase in the cost of living due to the
large quantity of money put into circulation by the Allied
troops and the limited amount of imports on which it could
be spent (see Table 7.9). The strike followed successful
industrial action in July by workers in the Lautoka and
Rarawai mills, who were awarded a generous pay increase by
an aribtration tribunal one of whose members, representing
employees, was A.D. Patel. 38 Perhaps it was Patel's exper-
ience on this tribunal which encouraged the Maha Sangh to
demand a second one to rule on the cane growers' dispute.
The refusal to harvest cane was confined to Viti Levu, for
Labasa had been hardly affected by the unionization of
growers. Infrequent communications between Fiji's two main
islands was one reason for this. Another was the generally
lower standard of education among Indians at Labasa, which
hindered the dissemination of news from the rest of the
group.32 A third was that there was less dissatisfaction
among farmers than in other cane districts because the cost
of living at Labasa had risen less sharply during the war .40
Not many troops were stationed and fewer public works were
undertaken on Vanua Levu.

Table 7.9
- Changes in the cost of living, 27 June 1942 to 1 April 1950
(1939 = 100)
Date Cost of living index
27 June 1942 1282
12 June 1943 156%
1 Oct. 1943 215
1 Jan. 1944 215
1 Apr. 1944 200
1 Apr. 1945 186
1 Apr. 1946 187
1 Apr. 1947 211
1 Apr. 1948 237
1 Apr. 1949 239
1 Apr. 1950 241

Source: FSC Ltd, 'Industrial Statistics Summary', Table
7(a).

aRough estimate only.

Despite widespread refusal to harvest at the other
mills, CSR refused to alter the contract signed in 1940.
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Yet as one of its future general managers, Dr R.W. Harman,
later admitted, the company could have afforded to pay more
for cane in 1942, and had it done so the strike would prob-
ably have been averted.“! Equally, CSR could have passed on
to growers the whole of an increase in the price of sugar
announced in September 1943, and to take effect on 1 January
1944, Hoping to bring the strike to an end, the Colonial
Office asked the company if it would do this, but it re-
fused.*2 CSR feared, as it had during World War I, that
sugar prices would fall when world trade returned to normal
after hostilities ceased. It did not want the industry made
uneconomic by wage and cane price increases which could not
be sustained after the war. The company feared, too, that
if it gave way to growers as a result of industrial action,
it would encourage greater militancy in future.*3 A third,
but not the major, consideration was CSR's view that the
higher the price of cane the lower would be the output from
each farm, since growers would be able to realize their
limited money aspirations with less work , "

The company was well placed to resist the strike. At
least at Lautoka, the largest mill, it was expected that
even if the whole crop was harvested in 1943 the amount of
cane crushed would be unusually small, perhaps because off-
farm employment had led to the neglect of cane but also
because the shortage of fertilizer during the war was likely
to have reduced yields.“® The exclusion of Labasa from the
dispute meant that even if the stoppage lasted all season,
the company could be assured of enough income to cover many
of its overhead expenses. CSR was fortunate not only that
the cost of the strike was limited in these ways, but that
it had amortized its original investment several times and
had amassed substantial reserves from its operations in the
colony. Consequently, the company was not under pressure
to repay investment recently undertaken in Fiji, and had
the financial resources to sit the strike out. Although it
would be a major blow, the loss of a year's profits could
be seen by CSR as a relatively small price to keep the
industry viable and prevent a decline in the value of its
assets.

The company also benefited from the tacit support of
government. Again as in 1921, officials differed with CSR
on how the dispute could best be handled. Like many of his
predecessors, Mitchell complained about the excessive
secrecy of the company, while CSR lamented government's
failure to deport the leaders of the strike — an impossible
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course because of public opinion in Britain and India."®

Yet despite these differences, government acted on the
assumption that the existing basis of the industry — the
ownership of themills by a private company — should be
maintained. A suggestion by growers that the mills be
nationalized was rejected. CSR was technologically an
extremely efficient miller: if it could not operate profit-
ably in the colony, then who could? Any resolution of the
dispute, officials thought, must be on terms that would
allow the company to continue in Fiji. Thus, as the Colonial
Office pointed out, the price of cane could not be based on
what was considered a desirable standard of living for
growers, since without an appropriate rise in the sugar price
this would prevent CSR from making a prof:'Lt.L‘7 The given
elements in the equation were adequate returns to the company
and the price of sugar: the income of farmers had to be
adjusted to these.

In this situation, an arbitration tribunal would not
have settled the strike. Since the tribunal would have
been composed of an equal number of company and growers'
representatives, the casting vote would have lain with the
government-appointed chairman. Though in the millworkers'
dispute the chairman had favoured the labourers, with cane
as CSR's major item of cost it was unlikely that he would
again side with those on strike. This was made clear in
October when the Jenkins Commission advised against an
increase in the price of cane. The problem for government
was that with CSR based in Sydney, the tribunal would have
had no legal power to examine the company's books, "8 and
so would have been unable effectively to question CSR's
arguments in favour of the existing cane price. Yet if it
rejected them, there was the possibility that the company
would go ahead with its threat, made on several occasions,
to close one or more of its mills. Since there was no way
of telling whether the threat was real, the chairman could
be expected to side mostly with CSR, leaving the possibility
that growers would reject the tribunal's report. Because
an arbitration award was legally binding, government would
be faced with a major challenge to its authority if growers
remained on strike.

Rather than have to deal with this Mitchell favoured
an alternative solution, which was for Britain to raise
the price of raw sugar substantially and to guarantee high
prices to Commonwealth producers after the war by buying
all her supplies from them. Growers would then get an
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increase in the price of cane, which is what they wanted.
Mitchell told the Colonial Office:

Farmers here are seeing more and more clearly that
real substance of their case is standard of living.
Company takes its stand on the assumption that world
price level is uncontrollable and omnipotent and
would be a charge ranking prior to producers standard
of living. Unless I have misunderstood the papers
your department makes the same assumption as the
Company. Since officially the two conceptions are
fundamentally opposite and irreconcilable, no solution
can be expected from price fixing machinery or any
other palliative, but only at the best a succession
of armistices."

As part of international marketing arrangements which pro-
vided cheap tropical produce to the industrialized west,
during the 1930s Fiji had sold sugar to Britain and Canada
under an imperial preference designed to support sugar
industries in the Commonwealth, but not at the cost of a
large rise in prices. In 1943 post-war arrangements for
marketing Commonwealth sugar were being discussed in London.
It was recognized that prices could not be allowed to return
to their pre-war levels, if only because the social unrest
caused by falling living standards would impose on Britain
an unacceptable cost in maintaining law and order.
Mitchell's proposal, on the other hand, was equally un-
acceptable because of its cost to the consumer, and it was
not seriously considered. Consequently, government had
little room for manoeuvre. All it could do was in effect

to support CSR by protecting from intimidation farmers

who wanted to harvest cane, placing Patel and Rudrananda
under house arrest, and trying to persuade growers to return
to work and await the report of a commission of inquiry.50

The strike finally ended in January 1944, but well
before then it had begun to crumble, as Table 7.10 shows.
Growers returned to work without the promise of an arbitra-
tion tribunal and without securing an increase in the price
of cane. Why had they been defeated? One reason was that
in the face of what growers saw as the united front of
government and CSR, they were divided. Farmers at Ba, where
the Muslim-dominated right wing of the Kisan Sangh was
strong, were among the first to start harvesting. Divisions
were exacerbated by differences in the ability of growers
to withstand a long strike. It was no accident that the
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return to work began at Penang and Rarawai, where growers
had fewer opportunities than those elsewhere on Viti Levu

to find off-farm jobs and were less able than CSR to forgo

a year's income from sugar. The example of farmers harvest-
ing discouraged others, so that as the season drew to an

end there was a rush to cut cane before the mills closed.
Finally, in January 1944, Ratu J.L.V. Sukuna at a meeting of
farmers in Nadi urged growers to harvest their cane. He
threatened that if they refused, those on Fijian land might
have difficulty renewing their leases.>! Though this

simply brought to an end a strike that had already virtually
collapsed, the role of the Fijian community through Sukuna
was reminiscent of the part played by Fijian labourers in
ending the 1921 dispute.

Table 7.10

Output of mills on Viti Levu, weeks ended 23 October to
20 November 1943

- Proportion of capacity produced in
Mills Approximate week ended —

sugar . 23 Oct. 30 Oct. 6 Nov. 13 Nov. 20 Nov.

producing

capacity

tons % % % % %

Nausori 600 11 14 18 24 53
Rarawai 1,800 60 81 79 79 83
Lautoka 2,400 26 33 38 39 44
Penang 400 69 85 75 76 74

Source: Watson to Carstairs, 29 Nov. 1943, C.0. 852/518,
file 19666/56.

The 1943 strike was the most significant expression
since 1921 of growers' antagonism toward CSR. Yet although
it demonstrated a heightened awareness among farmers of their
common interest against the company, the dispute also re-
vealed how limited this consciousness was. The inter-union
rivalry that preceded and accompanied the strike showed that
for the majority of Indians cultural, personal and religious
differences were more important. It was evident, too, that
farmers still accepted the existing order of society. They
were willing to co-operate with those whose economic inter-
ests were in direct conflict with their own. The demand
for nationalization, though made by a few growers, was not
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one of their priorities. The concern of Patel and Rudrananda
was to make CSR more accountable to the public of Fiji, not
to get rid of it. They objected not to the company making
profits, but to the repatriation of what they believed to

be excessive profits — defined by them as a return on assets
of over 7.5 per cent. Though the Maha Sangh was decidedly
more anti-CSR than the right wing of the Kisan, like its
rival it sought reforms within the system rather than a
radical change in the system itself. So it was natural that
many growers should hail as a victory the immediate outcome
of the strike, which was the appointment to inquire into the
economics of the industry of C.Y. Shephard, Professor of
Economics at the Institute of Tropical Agriculture, Trinidad.
Without jeopardizing the company's operations, Shephard's
report was designed to reconcile growers to the continued
presence of CSR in Fiji.

The Shephard report

The appointment of Professor Shephard followed pro-
posals by Mitchell in late 1943 that to settle the strike,
even if the solution was only one in a 'succession of
armistices', either the Ministry of Food should send an
official to investigate the profits being made by CSR or
some germanent machinery be established to fix the price of
cane.>2 The Ministry of Food refused to be involved in a
question that was the responsibility of the Fiji government,
so in December the Colonial Office suggested that Shephard,
who had made a similar enquiry into the Trinidad sugar
industry, be asked to advise on the price of cane and the
creation of price fixing machinery in Fiji.53 Acting through
the company's representative in Fiji, H.R.F. Watson,
officials persuaded CSR to provide Shephard with information
about its costs and profits in the colony. This was the
first time the company had made such a concession, and it
arose perhaps from the need to maintain good relations with
the British government. With arrangements for the marketing
of Commonwealth sugar after the war being discussed in London,
CSR was lobbying hard to prevent the interests of Australia,
whose sugar it sold, and those of Fiji being sacrificed to
those of the West Indies and Mauritius. Co-operation with
Shephard might help the company achieve this. 4

Having made this concession, CSR was dismayed to
learn that Shephard not only wanted to know what profits it
had been making, but intended to base the price of cane on
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these. The company felt he should also take into account

the returns from growing cane.>> Moreover, since the bulk

of farmers' demands were designed to raise their incomes,
unless Shephard was convinced its profits were small CSR
might be asked to pay more for cane as a way to satisfy grow-
ers. Apart from a significant increase in price, the demands
put to Shephard in June 1944 by farmers' unions, which had
agreed to co-operate during the inquiry, included requests
that the value of molasses and begasse (a by-product of sugar
manufacture) be added to that of sugar when calculating the
price of cane; that CSR be obliged to extract the maximum
sugar from cane, in order to ensure the highest possible
returns to growers if the cane price was related to the value
of sugar sold; that farmers should control the varieties of
cane planted, thereby enabling them to choose ones that were
heavy but not necessarily sweet (so maximizing their returns
but not CSR's); that the cultivation of foodcrops be per-
mitted on one quarter of the farm's area so that land not
currently under cane could be put to productive use; that to
police CSR's contract with growers a Board of one represena-
tive each from farmers and government be established with
full access to CSR's books.56

To avoid being forced to concede these demands, all of
which it opposed, CSR compiled figures to show that it had
made negligible profits in Fiji (see Table 7.11). The period
taken was 1930 to 1943, long enough for the company to claim
that the figures reflected the profitability of its mills.
But although the period included the worst years of the
depression, which were exceptionally bad, it excluded the
rather better years of the late 1920s. The year 1941 was
omitted on the grounds that part of the crop had been des-
troyed, though CSR was compensated for this by the British
government and made a substantial profit that year. A loss
was recorded for 1943, whereas the internal profit and loss
accounts for the Fiji mills showed that the company earned
a modest return that year; in any case the strike made 1943
a poor guide to what CSR could expect to earn in the colony,
so if anything it should have been excluded. In addition,
CSR based the value of its fixed assets (except land) on
their replacement cost in 1939, with allowances for capital
expenditure over the previous ten and following four years.57
Since most of the mill equipment was over twenty-five years
old, the valuations given to Shephard were considerably more
than the assets were worth. The company justified this on
the grounds that differences between figures given to
Shephard and the historical cost values less depreciation
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represented the value of its replacement and depreciation
reserves, which it could either use as working capital or
invest in ways which increased its profits.58 But there is
no indication from the internal accounts that interest from
the reserves was added to profits of the Fiji mills. In
fact, it is more likely the reserves were used to finance the
expansion of CSR's Australian activities during the late 1930s
and 1940s, returns from which were kept in separate accounts.
Nor apparently were the reserves used as working capital, for
the company included an additional figure of £500,000 for '
this when estimating the total funds tied up in its Fiji
business.?>? By placing a high value on its assets CSR

could show larger amounts for depreciation, so reducing its
net profits. And of course, as a percentage return on
investment these profits appeared lower still.

Table 7.11

CSR's profits and (losses), 1930-43, as presented
to C.Y. Shephard

Year Profit or Income Net profits Total Profit or
(loss)? tax or (loss) assets (loss) on
total assets

£ £ £ £'000 %
1930-34 (298,052) 7,954 (306,006) 4,857 (1.3)
1935 52,101 7,016 45,085 5,078 0.9
1936 61,615 6,821 54,794 5,205 1.1
1937 118,235 13,433 104,802 5,424 1.9
1938 32,019 7,847 24,172 5,523 0.4
1939 196,894 24,641 172,253 5,681 3.0
1940 265,100 31,659 233,441 5,840 4.0
1942 390,864 102,297 288,567 6,008 4.8
1943 (85,555) nil (85,555) 5,775 (1.5)

Source: C.Y. Shephard, The Sugar Industry of Fiji, 49.

qAfter depreciation, calculated at 4 per cent of
fixed assets (except land).

Shephard concluded that the company had over-valued
its assets and was charging too much for depreciation.60
The value of machinery and transport for a mill in Fiji had
been put at almost twice that for a mill of equivalent size
in Trinidad, while the amounts charged to depreciation were
considerably higher too.®! He guessed that since 1930 CSR
had earned an average return before income tax of about
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3 per cent a year, which was an unattractive yield on invest-
ment.®2 1In fact, returns were probably higher than Shephard
believed. By relating figures from confidential profit and
loss accounts to the value of assets in Fiji as shown in the
company's Half-Yearly Reports (plus the estimated value of
working capital and stocks), average annual returns before
tax can be put at about 5.6 per cent for the period 1924 to
1939, while those after 1939 were about 12.6 per cent, or

14 per cent if 1943 is excluded because of the strike. For
the whole period returns averaged 7.3 per cent.

Now it might be said that this is misleading, since
profits are being related to the historical cost of assets
which were expressed not in contemporary money terms, so
allowing for price changes, but in currency values at the
time the investment occurred. If account is taken of price
increases since the assets were installed, as CSR argued
it should, then the real value of capital would make returns
on investment appear less. Yet it must be remembered that
in May 1923 CSR had 'bought' the fixed assets in Fiji from
its wholly owned subsidiary, the Colonial Sugar Refining Co.
(Fiji and New Zealand) Ltd, for £1,139,000. Though the price
was £1,625,000 less than the book value of the assets — the
company had written this off to reinforce a political point
at the Colonial Office — it represented the then cost to CSR
of its fixed assets in Fiji. As prices rose by a negligible
amount before 1939, though they did rise significantly
thereafter, the figures in the Half-Yearly Reports reflected
quite accurately — at least up to 1939 — the value of the
company's investments. By presenting Shephard with figures
based on a revaluation of its assets, CSR sought to avoid
the consequences of having reduced in 1923 the apparent
profits it had made in Fiji during and after World War I.

The annual average return of 7.3 per cent was only
slightly above the Australian bank overdraft rates for the
period.63 Since sugar investments are more risky and more
illiquid than bank overdrafts, it is likely that a return
of at least 10 per cent would have been needed to attract
capital into the industry. However, as CSR's profits in
Fiji had already paid (several times over) for its original
investment in the colony, the company would probably have
been content with a return of less than 7.3 per cent, though
this would have reduced the incentive to expand its opera-
tions. After all, if CSR withdrew on the grounds that its
assets were no longer profitable, it would be hard to real-
ize their book values by selling them. It was better to
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earn modest profits than to make a loss on the sale of its
investments. Room for increasing the contract price of cane
was even greater because of the relatively high sugar prices
paid since 1939; they had enabled the company to make an
average annual return on capital since then of 12.3 per cent
despite the strike. Shephard acknowledged that if the war-
time price of sugar continued CSR could afford to pay more
for cane, but argued that by curtailing output the strike
had made it uneconomic to do this. Perhaps, like the company,
he also doubted if high prices would last after the war, and
feared that if farmers were given a better price now they
would refuse to accept a lower one when circumstances had
changed. Still, whatever the reason, Shephard recommended
against an increase in the contract price of cane, though he
did suggest — and this was reluctantly accepted by the
company — that the value of molasses be credited to the
proceeds from sugar when calculating the cane price.el+ The
growers' demand that the value of begasse also be added was
rejected, even though begasse was worth something since it
was used as fuel in the mills. So it was that CSR won

the first round in a fight to retain exclusive control of
its operations in Fiji.

Unwilling to raise the cane price by much, Shephard
tried to improve the farmers' lot in other ways. One of
his major recommendations, reminiscent of Stockdale's
report in 1937, was that a system of mixed farming be intro-
duced in cane areas. Growers should be encouraged to use
their livestock for the manufacture of manure; a bigger
effort should be made to find cash or subsistence crops
which could be grown on land under long fallow. A Scientific
Investigation Committee with representatives of growers,
company and government should be established to supervise
experimental work along these lines. Shephard hoped that
this would increase farm incomes, as also might alterations
to the system of land tenure. He suggested that the Native
Land Trust Board (NLTB) should encourage better soil conserva-
tion by sugar contractors on its land; speculation in NLTB
leases should be prohibited, so preventing the payment of
large premiums which saddled incoming farmers with big debts
at high rates of interest; there should be greater security
of tenure for farmers on NLTB and also company land, to make
them more willing to invest in long-term improvements to
the soil. Finally, Shephard recommended the appointment of
a Sugar Board with three government representatives and two
each of the farmers and CSR. It would protect and develop
the welfare of the industry, advise the governor on



180

important matters, certify the price payable for cane and
expend any cess it might levy on the industry. Shephard's
recommendations were designed to improve company-grower
relations by raising farm incomes without major cost to

CSR, and by increasing growers' involvement in the organiza-
tion of the industry without reducing CSR's overall control.®®

The company was strongly opposed to these ideas, except
those relating to the NLTB, and did all in its power to
prevent their implementation. It felt its position in Fiji
had already been weakened by the emergence of unions, and
that its control over growers would be further reduced if
they were allowed to share in the management of the industry,
or if its leases were to be for twenty-one years — instead
of the existing ten — renewable after eleven, as Shephard
proposed. Head office feared the latter suggestion would
leave field officers with less influence over farmers because
the threat of eviction would not be so great.66 Only
recently CSR had threatened fifty-six tenants and contractors
with eviction or immediate cancellation of contracts to pur-
chase cane following their involvement in the 1943 strike,
but fearing renewed trouble in the industry government had
intervened to prevent this.®’ With this in mind, officials
were eager for the company to amend its tenancy agreement
on the lines suggested by Shephard, but CSR refused. A
compromise was eventually reached whereby the company
publicly undertook to renew leases when they expired provided
their conditions had been fulfilled, which was no more than
a statement of the existing position.68

Discussions on the Scientific Investigation Committee
were more protracted. Seeing it as a vehicle for outside
intervention in the industry and fearing requests for the
company to undertake experiments with which it disagreed,
CSR was utterly opposed to the committee and threatened to
boycott its meetings if it was more than just an advisory
body.69 Having been reassured on this last point the company
then asked for, and received, an undertaking that government
representatives would not side with growers in asking for
experiments which CSR was against.70 During discussions the
purpose of the committee was also changed. Instead of
promoting mixed farming, it was to be a Cane Consultative
Committee whose main function would be to receive reports
on CSR's research into cane breeding and the like. CSR
won these concessions partly because officials felt the
Department of Agriculture was so overworked already that it
should not assume a new, major role in connection with the
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sugar industry, which official representation on a Scientific
Investigation Committee would have involved.’! Since the
company was well equipped to do research the answer, offi-
cials thought, was for government to rely on CSR and try to
influence the type of work done. It would not be able to
exert such influence if good relations with the company were
damaged by differences over the Shephard report. Yet by
conceding CSR's most important demands officials were left
with a committee which, in the view of cane growers, could
serve no useful purpose. Motions to this effect were passed
at meetings of farmers in mid-1947, and as a result the
proposal was dropped.72 CSR continued to allow growers to
plant certain food crops like dhal on fallow land, but it
did not give priority to research into mixed farming, a
matter in which the company felt it had little direct
interest. This was to be lamented in the 1950s by agri-
cultural experts who visited Fiji.73

An advisory Sugar Board was Shephard's third major
proposal, and this too was opposed by CSR. The company
feared it would become a forum in which rival unions would
try to increase their support among growers. The result
would be extreme demands which, in its own interests, CSR
would have to refuse. This, in turn, might bring the company
into renewed conflict with farmers, so that the net effect
of the Board would be to worsen rather than improve relations
in the industry thereby, perhaps, providing a pretext for
further government intervention.% In advancing its view
CSR was helped by the Kisan Sangh, which on this question
was once again, if unwittingly, collaborating with the
company . As part of a campaign to discredit the Maha Sangh
by claiming there had been no gains from the strike, the
Kisan Sangh (whose two wings had reunited in 1944) refused
to co-operate with the proposed Sugar Board on the grounds
that, because of the need to protect CSR's interests, it
would be powerless and would achieve nothing. Faced with
opposition from CSR, this division among growers and also =
the difficulty of finding an acceptable method of selecting
farmers' representatives, government shelved the idea of a
Sugar Board in late 1947, though the scheme was revived -
only to be rejected - on several occasions therafter.”’®
Thus CSR, had survived the 1943 strike, the Shephard inquiry
and discussions on the Shephard report without making any
major concessions to growers. From the company's view, it
was a remarkable achievement.

Yet CSR could not avoid concessions indefinitely.

This was largely because the effects of the war had caused



182

a steady rise in sugar prices so that by 1950 the price was
almost three times what it had been in the 1930s (Table 7.7).
To replace wartime arrangements for the purchase of Common-
wealth sugar by the British government and to ensure stable
prices for exporters, the Commonwealth Sugar Agreement (CSA)
was negotiated in London between late 1949 and late 1951.
The CSA provided for specified quantities of Commonwealth
sugar to be bought by Britain and New Zealand at a price
'reasonably remunerative to efficient producers', to be
negotiated each year, and for maximum quantities to be ex-
ported to Britain, Canada and New Zealand under preferential
tariffs. Amounts in excess of this could be sold on the
world 'free' market. Fiji's quota for preferential markets
was 170,000 long tons, of which 125,000 would be sold at the
negotiated price.76 The agreement was to run till the end
of 1974, when it lapsed as a result of Britain's entry to
the European Economic Community. In effect, the CSA was
designed to prevent private sugar companies going out of
business because of rising labour costs; it did this by
increasing the consumer subsidy on sugar. But though not a
formal condition of the agreement, as with the introduction
of the imperial preference in 1919, it was expected that

the subsidy would be reciprocated. Britain's Board of Trade
apparently saw the CSA as an opportunity to gain concessions
for British exports, and it is reasonable to suppose that —
at least initially — removal of the preference on British
imports would have been out of the question for a Fiji
goveggor who wanted to reduce the burden of imports in. this
way.

Even before the CSA negotiations began, CSR knew there
would be some kind of arrangement to stabilize sugar prices
in the 1950s. It also knew that since the Colonial Office
intended the agreement, within limits, to enable higher
wages and cane prices to be paid, if the company had another
dispute with growers before significantly raising the
contract price of cane, government intervention in the
industry would be almost certain. Indeed, CSR feared that
if negotiations for a contract to replace that signed in
1940 broke down, Shephard's proposed Sugar Board would be
set up.’8 This encouraged the company to make substantial
concessions over the price of cane during negotiations with
growers in 1949-50, in the course of which the Kisan Sangh
threatened to call a strike — the one period in its history
when it took a more extreme stand than the Maha Sangh.79
The higher cane price raised farmers' shares of the proceeds
from sugar from an average of about 45 per cent in the 1940s
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to an average of just over 60 per cent over the next
decade.80 CSR followed this in 1952 with a new tenancy
agreement under which its tenants were given twenty-one year
leases renewable at the end of ten years, basically what
Shephard had proposed.81 By making these concessions CSR
hoped to forestall outside intervention in the industry, and
to placate farmers so that they would not challenge the
company's control over them.

To retain absolute control of the industry had been
the major preoccupation of CSR in the 1940s. Although the
threat of government intervention remained, by the end of
the decade the company appeared to have had considerable
success. It had defeated the 1943 strike, the plan by
Shephard to relate the price of cane to profits from milling
and the implementation of the Shephard report. No doubt CSR
would have argued that it had acted in the interests of the
industry as a whole, and that this was to the advantage of
Fiji. Yet there were disadvantages to the colony in what
the company had done. There was the loss of sugar production
caused by the strike — a strike which, as Dr Harman had
admitted, CSR could have avoided since it could have paid
more for cane. Shephard believed that because of its effect
on output, over the three years 1943 to 1945 the dispute
would cost farmers well over £1 million in lost income.82
To this must be added losses arising from CSR's refusal to
raise the contract price of cane till 1950. If it had
improved the contract price, the increase in cane prices
during the 1940s (because of higher raw sugar prices) would
have been much greater.

Yet, following a dramatic rise in raw sugar prices in
the late 1940s, the company was able to increase its net
profits in Fiji to over twice their 1942-43 level. If
figures from confidential profit and loss accounts are
related to the value of assets in Fiji as shown in CSR's
Half-Yearly Reports (plus the estimated value of working
capital and stocks), CSR's average annual return on invest-
ment from 31 March 1940 to 31 March 1950 comes to 14.73 per
cent. The percentage would have been slightly larger if
in 1949 the company had not increased the book value of its
Fiji assets by £1,625,000, the amount by which they had been
written down in 1923. Compared with bank overdraft rates,
which ranged from 4.5 per cent to 5.75 per cent,83 CSR
could have been well satisfied with its results. Equally
significant was the income it was able to repatriate from
the colony. Table 7.12 shows estimated net profits after
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tax from CSR's Fiji mills for the years ended 31 March 1941
to 31 March 1950. The net profit of £1,896,767 is expressed
in 1939 prices to take account of changes in the general
price level. No allowance has been made for factors like
transfer pricing which might affect profits. Unfortunately,
it is impossible to calculate very accurately capital
expenditure over the period. From figures in the company's
Half-Yearly Reports, the value of CSR's fixed assets in
Fiji increased by only £373,623 (at approximate 1939 prices
from 31 March 1940 to 31 March 1950. (This excludes the
revaluation of the Fiji assets in 1949.) Capital expenditure
would have been greater than this because as an asset was
replaced, on the straight line method of depreciation which
the company seems to have used, the book value of fixed
assets would have been written down by the original cost of
the asset before being written up by the cost of the replace-
ment. Since there is no information on the historical cost
value of the assets replaced during these years, it is
impossible to infer from changes in the value of fixed assets
exactly what capital expenditure occurred. However, if we
assume, to be generous to CSR, that it was twice the increase
in the value of fixed assets, capital expenditure would have
totalled £747,246 — say £750,000. Adding back to net profit
after tax the charge for depreciation and replacement,
£609,377, and deducting the £750,000, we are left with a net
surplus from milling operations of £€1,756,144 at 1939 prices
(see Table 7.13). This is the surplus arising from milling
during the years ended 31 March 1941 to 31 March 1950: not
all the surplus would have been actually available during
this period (see note a to Table 6.6). As most of the
surplus was repatriated, it did not generate economic activ-
ity by boosting incomes in the colony.

)8‘+

The third disadvantage was the defeat of Shephard's
proposals. The failure to appoint a Scientific Investigation
Committee left research on matters affecting cane farmers
almost exclusively in the hands of CSR, which concentrated
on ways to improve the yields and sugar content of cane.
Since comparatively little work was done to develop mixed
farming, growers were perhaps denied one means of raising
their incomes. Furthermore, without this committee and the
Sugar Board, the involvement of farmers in the decision
making process of the industry was limited. True, union
representatives continued to meet with company officers, but
the degree of participation by growers was less than it
would have been if Shephard's recommendations had borne
fruit. The result was that the company continued to be seen
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Table 7.12

Aggregate profits from CSR's sugar mills in Fiji for years

ended 31 March 1941 to 31 March 1950 (at 1939 prices)2

£F
Sales of raw sugarb 11,801,482
Operating costs:
Direct costs — purchase of cane, etc. 8,545,092
Overhead costs 278,850 8,823,942
2,977,540
Add miscellaneous profits from sale of molasses,
operation of one of CSR's steamships, etc.® 175,797
Gross profit d 3,153,337
Less charge for depreciation and replacement 609,377
Net profit before tax 2,543,960
Less income tax 647,193
Net profit after tax 1,896,767
Sources: Mill profit and loss accounts, Chief Accountant, CSR Ltd,
Sydney; 'Profit on company's Fiji mill activities — Years 1939-
1955', CSR F 5.0/2/-.
Notes: aChanges in the general price level were measured by the cost of

living index for Viti Levu except Suva. It provides only an
approximate guide, however. First, the C.0.L. figures up to
and including 1 June 1943 were only rough estimates; secondly,
the dates on which the C.0.L. was based changed from in August
1939 to in June 1940, 1942 and 1943, and 1 April of each year
thereafter (the C.0.L. for June 1941 has been assumed to be
halfway between that of June 1940 and June 1942); thirdly, the
sample of goods and services on which the C.0.L. was based
became increasingly inaccurate as a guide to price changes of
all goods and services in the colony. In 1960 it was abandoned
in favour of a more accurate one. For all its defects, the
index is better than nothing. Assumed is that all outgoings and
receipts were paid at the end of the company's financial years,
when the price levels have been taken.

bExcludes income from sale of stocks held on 31 March 1940 but
includes income from sale of stocks held on 31 March 1950.

Cprofits seem to exclude gains/losses from rents, the Yaqara
cattle station, the dairies and butcheries, and the pineapple
cannery.

dThe charge appears to have been on a straight line basis — 4 per
cent each year on the original cost of fixed assets. Assumed

is that gains/losses from disposal of fixed assets are treated
as capital transactions and are excluded from mill profit and
loss accounts.
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as authoritarian and paternalistic, an image that was to
become increasingly repugnant to farmers and add bitterness
to another strike by them in 1960. The 1943 dispute had
shown that growers were becoming increasingly aware of how
their interests conflicted with CSR. The Shephard inquiry
and discussions on the Shephard report showed how great these
differences were.

Table 7.13

Estimated cash flow arising from sugar milling activities for
years ended 31 March 1941 to 31 March 1950 (at 1939 prices)?@

£ F
Net profit after tax 1,896,767
Add back depreciation and replacement 609,377
Total cash surplus b 2,506,144
Less estimated capital expenditure 750,000
Cash surplus 1,756,144

Sources: Table 7.12; Colonial Sugar Refining Co. Ltd, Half-
Yearly Reports, 1940 to 1950.

Notes: %Not allthe cash flow would have occurred during
this period (see note a to Table 6.6).

bCapital expenditure is assumed to be twice the
increase in the value of fixed assets shown in the
company's Half-Yearly Reports (but excluding the
amount by which the assets were revalued in 1949).
From Trade Reports (which were not published during
the war except for an abbreviated and unhelpful
report in 1941), imports of capital equipment con-
nected with sugar production (milling machinery,
railway materials, locomotives and spare parts,
rolling stock and spare parts) totalled £676,038
(f.o.b.) for the calendar years 1944, 1945, 1947,
1948, 1949 (the Trade Report for 1946 was not
available). Increments in the value of fixed
assets at current prices for periods 31 Mar. 1944
to 31 Mar. 1946, and 31 Mar. 1947 to 31 Mar.
1950 totalled £579,232. When doubled this is
£1,158,464 — well in excess of the value of capital
imports. So it is fair to assume that the estimate
of capital expenditure is being generous to the
company.



Chapter 8

The Eve Commission, 1961

The conflict of interest between growers and CSR
remained after 1950, even though in some ways it appears
that cane farmers were more prosperous than they had ever
been before. Table 8.1 shows that yields of cane were
slightly higher in 1951-55 than during the 1940s, and
significantly higher over the next five years following the
introduction of new hybrid varieties which raised yields
and increased the area of the farm cropped each year from
about 54 per cent of the land under cane in 1954 to 64 per
cent in 1959.1 There was also a big rise in the price of
cane, thanks to the contract signed in 1950 and to an in-
crease in the price of raw sugar (see Table 8.2). 1In real

Table 8.1

Yields of cane (tons of cane per acre)

Averages for periods of five seasons:

1941/52  1946/50  1951/55  1956/60°

Nausori 17.0 16.9 17.1 18.7
Rarawai 17.9 21.6 21.6 22.7
Labasa 18.1 16.9 17.4 18.4
Lautoka 19.1 21.5 21.8 24.0
Penang 17.0 18.4 18.3 20.6
True average 18.2 20.1 20.2 21.6
Sources: FSC Ltd, 'Industrial Statistics Summary', Table
18(a); CSR Ltd, 'General Report on Cane, 1972',
Table 6.
Notes: 81943 strike depressed yields.

bExcludes 1960 figures which were unavailable
because of industrial trouble.

187
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Table 8.2

Average price of raw sugar exports and of cane, and
price of cane as a Z of price of raw sugar, 1950-59

Price of sugar Price of Tons of cane Price of

Season exports cane to make one cane as %
(€F per ton) ton of 94 N.T. of raw
sugar sugar
s d
1950 32.3 49 2 7.3 55.7
1951 36.5 58 7 7.0 56.2
1952 39.7 65 10 7.3 60.5
1953 41.7 71 6 7.3 62.6
1954 42.5 71 6 7.8 65.6
1955 41.7 70 10 7.7 65.4
1956 43.3 74 9 7.2 62.1
1957 45.2 79 1 7.4 64.7
1958 40.9 69 1 7.6 64.2
1959 39.5 64 4 8.5 69.2

Source: 'Average price per ton of 94 N.T. sugar and average
price paid per ton of cane. Fiji mills including
Nausori', CSR U 3.0/3; Transcripts of the public
hearings of the Fiji Sugar Inquiry Commission, 1961,
107.

Table 8.3

Annual average income per supplier of cane

Average income Average income Change on
Season per supplier at 1950 pricesa 1950

(to nearest £F) (to nearest £)
1950 223 223 100
1951 287 247 111
1952 342 283 127
1953 504 400 179
1954 350 285 128
1955 411 334 150
1956 333 258 116
1957 478 373 167
1958 380 299 134
1959 540 425 191

Source: FSC Ltd, 'Industrial Statistics Summary', Tables
7(a), 19(e), 23.

Note: 4General price level measured by Cost of Living
Index for Viti Levu except Suva at the end of each

year.
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terms, as measured by the cost of living index for Viti Levu
except Suva, average farm incomes rose by 79 per cent from
1950 to 1953, and then fluctuated at lower levels but con-
siderably above those in the late 1940s, before rising
sharply in 1959 (see Table 8.3). Population pressure was
eased by an areal expansion of the industry which helped
increase the number of growers from 7,742 in 1950 to 14,200
in 1959.2 The expansion was made possible by the guarantee
of a market for Fiji under the Commonwealth Sugar Agreement —
for 170,000 long tons against exports in 1950 of 114,254
tons3 — and by the development of cane varieties which could
be grown on marginal land.* It might seem, then, that
farmers had little cause to be dissatisfied with their
position in the industry.

Opposition to CSR

Yet higher incomes and the bringing of new land under
cane were not enough to reconcile growers to the company.
The Indian community was becoming steadily more frustrated

with its economic and political status in the colony,5 and
the particular problems faced by cane farmers added greatly
to the discontent. At Penang the involvement of new growers
was at the expense of others in the industry. In the late
1950s a geographer, R.M. Frazer, found that expansion into
wetter areas on the west and south of Viti Levu Bay had meant
that a crop of lower sugar content had been milled, so reduc-
ing the average quality of cane at Penang to the same as the
other mills. This caused resentment among old-established
growers because Ra cane was no longer purchased at a special
rate to compensate for better-than-average quality. They
felt they were subsidizing newcomers who should have been
paid less for their crop. On the other hand, to the dismay
of CSR, new farmers often settled on plots which were smaller
than those of growers who had been longer in the industry.
The proportion of contractors' farms under eight acres rose
from 40 per cent in 1944 to 52 per cent in 1960, while that
of tenants went up from 3 per cent to 22 per cent.’ Since
these smaller holdings were frequently located on marginal
land which gave lower yields, the incomes of new growers
were usually well below many of their longer established
friends and relatives.
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Also, recent entrants were not normally served by
CSR's tramlines and had to pay more for transport than those
who were. All the latter had to meet were the wages of men
who ran portable line into the fields, and the cost of
bullocks or tractors used to haul the cane to the main line
(and often even the bullocks or tractors were the farmers'
own). Growers not close to a tramline had to face the
capital expense of constructing roads and the cost of having
their cane transported by lorry. In 1952 CSR estimated that
the average cost of harvesting and lorry transport to the
nearest tramline was 7s 6d to 12s 1d per ton. Usually it
was cheaper for cane to be taken direct to the mill since it
saved the expense of transloading on to trucks. For growers
at Barotu, who were fifteen miles from the Penang mill, the
cost was as high as 18s a ton.8 Frazer reckoned that in
1959 a farmer near the maximum distance from Penang and
transporting his cane direct to the mill by lorry would make
a profit of about 17s a ton from a crop of 159 tons, a net
return just over half that of a grower with similar costs
but adjacent to the tramline.? It was not surprising that
lorry suppliers should start making unfavourable comparisons
between their incomes and those of more established farmers,
and that by the end of the decade there should be demands
for CSR to gay a subsidy to cover the additional cost of
transport.! Since over a third of all growers delivered
by lorry in 1960, the number of discontented farmers was
considerable.ll

Moreover, population pressure on cane land intensified.
Table 8.4 shows that from 1946 to 1966 the Indian rural
population grew at a faster rate than the 77 per cent increase
in land under cane. Yet employment opportunities were still
limited. As Table 8.5 indicates, the number of adult male
Indians engaged in activities other than the cultivation
of cane rose by only 37.3 per cent, while those employed
on farms where cane was the principal crop went up by 133.2
per cent. Even after allowing for difficulties of compari-
son — the 1946 figures, for example, include persons aged
over 11 whereas the 1966 ones relate to those over 14 (so
tending to underestimate the general trend) — it is clear
that those engaged in cane farming had increased by a
larger percentage than new land brought under cane. Under-
employment among male Indians had increased, especially on
cane farms. It has been estimated on a conservative basis
that in 1966 about a third of the labour employed in cane
farming was surplus.12 And the problem of underemployment
in sugar districts was highlighted by the Burns Commission,



Table 8.4

Increase in cane area and in number of Indians

living in rural areas, 1946-66
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Acreage under cane

. . a
No. of Indians in rural areas

Year Total % increase on Total % increase on
10 years before 10 years before
1946 90,816 100,943
1956 115,654 27.3 136,826 35.5
1966 160,732 39.0 193,464 41.4
% increase 1946-66 77.0 91.7
Source: Michael Moynagh, 'Land tenure in Fiji's sugar cane districts
since the 1920s', Jowrnal of Pacific History, 13 (1978), Table 3.
Note: 8Includes Indians in the vicinity of towns and not necessarily

engaged in agriculture.

Table 8.5

Employment of adult male Indians,a 1946-66

% increase

1946 1956 1966 1946-66
No. of male Indians engaged in:
Cultivating sugar cane as
principal crop 9,611 16,883 22,415 133.2
Primary industry (except where
cane a principal crop) 10,798 6,082 7,242
Secondary & tertiary sectors 11,476 15,917 23,310
22,274 21,999 30,552 37.3
Unemployed Comparable figures 2,978
not available
Source: Census reports for 1946, 1956 and 1966, C.P. 35/1947; 1/1958;
9/1968.
Note: 8pefined as those aged over 11 in 1946 Census report, and over 1l4

in 1956 and 1966 reports.

Excluded are those at school, etc.
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which in 1960 reported on the natural resources and popula-
tion trends of Fiji.13

The extent of the problem owed much to the limited
spread effects of CSR's activities. The repatriation of
profits meant that most of the cash surplus from milling
was not invested locally in ways which might have created
jobs. In the past, too, the company had positively ob-
structed attempts to diversify cane farming, so perhaps
denying Indians an opportunity to grow additional crops
which could have absorbed some of the excess labour avail-
able. In the 1950s CSR was far less opposed to diversifica-
tion, rice and dhal being grown by many farmers. But because
government left agricultural research relating to cane
districts to the company, before 1960 virtually no systematic
effort was made to develop a form of mixed farming most
suited to the sugar belt; research was concentrated on
matters which would yield a direct return to CSR, like in-
creasing the supply and sugar content of cane. The company
also tied up land, such as the Yaqara cattle ranch, which
might otherwise have been farmed by Indians. In addition,
there was the deliberately cautious program of sugar ex-
pansion undertaken by CSR in the early 1950s. The company
wanted to concentrate on a similar but overall more expensive
program in Australia, and to leave room for increased output
in Fiji following productivity improvements.“+ The result
was that areas suited to cane, notably the Seaqaqa region
near Labasa, were not developed till much later. They were
unable to absorb in the 1950s part of the growing Indian
work force.

The lack of employment opportunities for those aged
15 and over encouraged relatives to create jobs for them.
They were sometimes paid to help with cultivation, so
reducing the need for women and younger children to do the
work.l5 There was an increase in the number of farmers'
substitutes in harvesting gangs from 55 per cent of the
total gang strength in 1950 to 71 per cent in 1959; over a
third of the substitutes in 1959 were growers' sons.l!®
Despite the labour surplus in cane districts, wages of farm
employees rose during the 1950s, as was reflected on the
handful of CSR estates where the rates for cutters who
harvested twenty to twenty-five tons of cane per acre went
up by nearly 300 per cent, from 2s 6%d per ton in 1950 to
7s 0d in 1959.!7 Part of the pressure on wage levels may
have come from trade union activity in other sectors of
the economy, but part may also have been due to rising
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expectations which encouraged growers to share more of
their wealth with relatives on the farm. There was also a
boom in the number ot tractors bought by growers, many of
whom wanted to provide business opportunities for under-
employed relatives.!® Beside using a tractor rather than
bullocks to plough, say, his father's land, it was hoped

a son could earn an income from ploughing other people's
farms. But Frazer estimated that at the usual contract rate
of £2 an acre, to cover running costs and depreciation each
tractor would need to plough at least one hundred acres a
year.19 So in 1959, 72,400 acres would have had to be
ploughed if all the tractors in cane areas were at least to
break even. With cane land totalling 134,126 acres,?0 this
was impossible. Since 33 per cent rotations had become
common,?! little more than a third of the area would have
been ploughed that year and a large part of it, lying on
hillside for example, would not have been suitable for
tractor work. Although tractor owners had the great
advantage of being able to plough their farms (or those of
relations) when the weather was most favourable and to do
the work more thoroughly and under more pleasant conditions
than by traditional methods,?? it is hard to see how more
than a few owners could have made a profit. The cost of
tractor purchases must have been a continuing drain on farm
incomes — but one that appealed because it lightened the
work of cultivation. Whereas tractors had originally been
purchased to provide employment for growers' sons (or
relatives), they had now become a means by which farmers
could distribute some of the profits from cane in a way
that eased the burden of farm labour.

One of the mechanisms, then, for supporting a growing
population was for farmers to pay others to do much of the
work they had previously done themselves; at the same time,
to satisfy rising expectations they increased wages and made
work more pleasant by investing in tractors. The result
was that growers assumed a distinct managerial/investor
role — a tendency which was apparent in the 1940s and which
had become of major importance by the late 1950s. No
figures are available for 1946, but in 1956, 9,003 people
engaged in the cultivation of cane as a principal crop con-
sidered themselves to be managers and proprietors: 8,086
were listed in the census as 'other workers'. 1In 1966 the
respective figures had risen to 10,072 and 12,649.23 'Other
workers' had moved from a minority to a majority of those
labouring on cane farms. This threatened the foundation of
the smallfarm system which rested on the premise that
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profits from cane and the cost of labour should be indivis-
ible — that one should be counted as zero. As CSR readily
admitted, the existing price of cane was not enough both

to pay separate incomes to labourers and managers and
satisfy their rising expectations.zL+

In addition there were problems connected with land
tenure. Population growth and better cane prices led to a
rise in land values which was reflected in higher rents.

As early as 1954 the NLTB increased the scale it had intro-
duced in 1952 (see Table 8.6) and which had been higher than
the rents paid before then. When CSR issued new leases in
1953, the rents of company tenants were also raised so that
they would be in line with NLTB rates. But because these
rents could not be altered till after the first ten years of
the lease, the revision of the NLTB scale in 1954 did not
affect CSR's tenants until the early 1960s.2% Nor,till

Table 8.6
NLTB and CSR rent scales

1952 scale 1954 scale?

£ s d £ s d

Soil classification:

1st class land 1A superior 2 15 0 5 0 0
1B 1lst class 2 10 0 4 10 0
1C 1lst class 2 5 0 4 0 0

2nd class land 2A 2nd class 2 0 0 3 10 0
2B 2nd class 1 15 0 3 0 0
2C 2nd class 1 10 0 2 10 0

3rd class land 3A 3rd class 1 5 0 2 0 0
3B 3rd class 1 0 0 1 10 0
3C exceptionally 15 O 1 0 O
- poor

Source: Eve Inquiry, 87.

Note:  2CSR did not introduce its revised scale till 1955.

these leases expired, did the NLTB scales affect contractors
on leases which dated from years back and contained no
provision for the regular revision of rent. So more signifi-
cant were the cases, involving up to 7.5 per cent of cane
farmers, where Indian and European landlords charged rents
well above those on Crown, CSR or NLTB land. Sometimes over
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a third of a grower's income — a lot compared with most other
growers — was paid in rent for a farm which could be held

on one of several tenurial arrangements.26 The rise in land
values also caused an increase in the premiums paid when
farms were transferred, which apparently was quite often.

CSR tried to prevent transfers but received little effective
support from the NLTB. In 1960 it was claimed that premiums
of around £2,000 were not uncommon, and since they were
usually financed by loans at high interest this represented

a significant expense.2

Of wider impact was the failure of the Native Land
Trust Ordinance to provide farmers with security of tenure. 28
In 1940 it had been hoped that the procedure for demarcating
reserves would form a solution to the problem of land
tenure. Reserves would guarantee Fijians enough land for
their existing and future needs so enabling Indians, it
was thought, to lease land outside reserves for an almost
unlimited period. The Colonial Office expected that the
declaration of reserves would take about two years and that
cane lands would not be affected.?® Yet far from not touch-
ing sugar districts, when the proclamation of reserves was
complete in 1967 the acreage of leases affected in 'Old
Tikinas' where cane was grown either in part or throughout
was 22,35130 — about 10 per cent of the 220,000 acres,
roughly estimated in 1963, used for all types of farming
but located within the boundaries of cane areas. In 1963
the NLTB reckoned that the number of growers affected by
reserves would be 10 per cent of all cane farmers on Fijian
land. Once reserves had been published tenants were
expected to vacate their plots as leases expired. They
were paid no compensation for improvements but, though they
did not have the legal right, they were allowed to remain
on the land till they had harvested all growing crops up to
and including first ratoon cane — a maximum period of two
and a half years.31 In 1949 when the first reserves were
published, government became concerned about the fate of
tenants and established Resettlement Committees to help
them find alternative land. These committees operated till
the early 1960s and helped a number of farmers. Others
already had land or found it on their own accord. Thanks
to the expansion of sugar production, most displaced
tenants acquired leases on new land coming into the industry,
so that resettlement did not present the difficulties origin-
ally expected.

Yet, although the actual cane area going into
reserves was not large and the number of farmers made
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landless was negligible, the demarcation of reserves had
an immense adverse effect on Indian opinion. Farmers
resented ejection from leases they had occupied for many
years. Those with land outside as well as inside reserves
received no help in finding new farms to compensate for what
they had lost, while those who obtained new land, often on
surrounding hillsides, usually found it was less fertile
than the rich areas they had left. Moreover, from vantage
points on the hills they could often see their former
leases being less efficiently tended, and in many cases

not cultivated at all, by their new occupants. Due to
population pressure on the land, the number of Fijians in
the industry increased significantly, from 6.8 per cent of
all growers in 1950 to 1}2.2 per cent in 1959,32 but many
of them tended cane for only short periods so that the sight
of reserved land going out of use became highly provocative
to Indians. More significant was the delay in finalizing
reserves; it took twenty-six years instead of the two
originally envisaged. This was partly due to the amount

of work involved. Recommendations by the Commissioner of
Reserves, initially Ratu J.L.V. Sukuna, were based on the
population trends of each landowning unit (mataqgali) over
as long a period as possible, the amount of land owned by
each unit, and the quality as well as the location of the
land owned.33 Especially with a shortage of staff, collec-
tion of this data took considerable time, but by 1959 the
Commissioner had completed work on the whole of Viti Levu
and part of Vanua Levu. Yet the NLTB had published or
proclaimed as reserves only 186,327 acres, against the
1,412,149 which would lie in reserves when demarcation was
complete in 1967.3% As leases expired in districts where
reserves had not been finalized, farmers were given short-
term leases or tenancies-at-will, which could not be re-
placed by thirty-year leases till it was certain the land
would lie outside reserves. Consequently, not only were
displaced farmers and their relatives affected by reserves:
involved were all occupants of native land, whether CSR

or NLTB tenants, whose leases had expired or were about to.
The result was a widespread feeling of insecurity which
discouraged long-term investment in the land and produced
a desire for higher returns from cane as compensation for
the risk that leases might not be renewed.

During the 1950s, then, the admission of new farmers
to the industry, population growth and insecurity of tenure
led to demands for a continuing increase in farm incomes.
Unfortunately, the lack of appropriate statistical data adds
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to the difficulty of knowing whether returns from cane rose
enough to meet these demands. Still, on the information
available it is plain that from 1950 to 1953 there was a
very substantial improvement in the standard of living of
growers, and that this was in fact the economic heyday of
Indians in Fiji. Never again would average real farm
incomes rise by 79 per cent over a four-year period. This
was quite sufficient to absorb any rise in farm costs and
any population growth that was likely to have occurred at
that time. It was also enough to allow farmers to meet many
of their higher expectations — indeed, it produced higher
expectations. Yet, as Table 8.3 showed, average real farm
incomes over the next five years were below, sometimes
considerably below, the peak they had reached in 1953.
Moreover, the very high incomes obtained in that year led
not only to the repayment of existing debts, but to the
accumulation of even larger new ones as growers sought to
maximize their expenditure. CSR noticed that indebtedness
rose after the exceptionally good season of 1953,3% and this
was hardly surprising since the greater prosperity of farmers
increased their apparent credit-worthiness. The burden of
debt must have caused problems when real incomes fell.
Growers had relatively high levels of debt but smaller real
incomes from which to service it. Then in 1957 and 1958
there was a severe credit squeeze which hurt the many farmers
who depended on credit. 3 Perhaps it was no accident that
at this time the Kisan Sangh revived its idea of a co-
operative store, though the venture made little headway.37
Lower real incomes plus the burden of debt would have made
it very difficult for the average grower to enjoy the
standard of living he had experienced in 1953. Yet the
population continued to rise and other problems like
insecurity of land tenure remained. Further, to talk of
the average farmer is misleading. Growers who delivered

by lorry, or occupied marginal land, or had particularly
small farms, or leased from Indian landlords at high rents,
or held Fijian land which might be reserved, were likely

to be in a worse position than, say, well established
tenants on CSR freeholds.3® Thus in the mid-1950s even if
some farmers had grounds to be satisfied — and there were
probably only a relatively few in that position — a large
number must have had considerable difficulty in meeting

the various demands placed on their resources and in
satisfying the higher expectations caused by the big rise
in farm incomes earlier in the decade.

Against this background it was no wonder that there
was mounting resentment against CSR, reflected in the
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suggestion that mills be taken over by an Indian firm.3°
Since the company was foreign owned and thought to repatriate
the bulk of its profits, it was natural that the discontent
of growers should focus on CSR. Nor was it surprising that
when in 1959 the company suggested measures to reduce the
contract price of cane, and to control farm output so as to
prevent exports exceeding Fiji's quota under the recently
negotiated International Sugar Agreement, the proposals
should meet with strong opposition from farmers."0 During
1959 growers benefited from a sharp rise in farm incomes

due to a bumper harvest of 2,353,080 tons of cane, the
highest on record.*! If production were curtailed and the
price of cane not increased, there would be no repeat of

the large income achieved that year. Yet without earnings
of at least that level, growers could hardly hope to realize
their material expectations, meet the costs of lorry trans-
port, hired labour and rent increases, as well as receive
compensation for insecurity of tenure. Many, therefore,
were in no mood to compromise with CSR when negotiations

for a new contract began.

CSR's response

During these talks CSR felt unable to offer major
concessions as it had in 1949-50. Consistent with the
general movement of wage levels in the colony, which had
been largely due to the unionization of mill workers and the
desire of CSR and government to avoid a major conflict with
their employees, there had been a big rise in labour costs
which, the company claimed, had squeezed its profits. The
average cost of a non-salaried mill worker had gone up from
8s 8d a day in 1950 to 19s 7d in 1959, an increase of about
126 per cent.“? Wages had risen particularly sharply in
1959, following the Honeyman inquiry into a dispute between
CSR and the Fiji Sugar Industry Employees Association, the
mill workers' union.“3 The company feared that the recom-
mendations of the inquiry might set the pattern for further
wage increases in future, especially since widespread
industrial unrest in Fiji during 1959 seemed to herald a
new period of union militancy.““ The labour-intensive
nature of its operations made CSR particularly vulnerable
to the effects of a large rise in wage levels. It employed
four times as many people per unit of outgut in its Fiji
mills as it did in its Queensland mills.“



199

The company's ability to absorb these higher costs was
limited by marketing arrangements for sugar. Uncertainties
about the future of the International Sugar Agreement en-
couraged CSR not to exceed Fiji's quota under the Commonwealth
agreement. It was expected that the latter's overall agree-
ment quotas would form the basis for restrictions under a re-
negotiated ISA, and in fact when an agreement was signed in
1959 the quota for total Commonwealth exports was only
125,000 long tons above the 2,500,000 tons overall agreement
quota. Fiji's exports under the ISA were limited to about
179,000 long tons in 1959, and about 184,000 in 1960 and
1961.4® The ISA was needed because of the depressive effect
on the international 'free' price of world over-production,
which in part was due to protection in north America of cane
and in Europe of domestic beet industries which were unable
to compete on open market terms with producers in many less
developed areas; also protected under special marketing
arrangements were commercial interests engaged in uncompeti-
tive sugar milling in the third world but with political
influence in Washington and London. The Fiji industry was
probably more efficient than a number of Britain's colonial
suppliers.“*” With over 15,000 additional acres in 1959
suitable for cane near the Labasa, Rarawai, Lautoka and
Penang mills,“e it is possible that had less efficient pro-
ducers not been protected, Fiji's competitive advantage would
have allowed CSR to increase output more than it did in the
1950s, and so reduce unit costs.

At least to some extent, however, the inability to do
this was offset by the Commonwealth Sugar Agreement, under
which Fiji sold 125,000 long tons a year of negotiated price
sugar at a price which covered the costs of less efficient
producers in the West Indies.“® Yet the benefits of this
were limited because pricing arrangements under the CSA were
designed mainly with British interests in mind. Though there
had been altruistic concern in the Colonial Office about the
low incomes of labourers and growers in the colonial sugar
industries, the continuation of the imperial preference
and the introduction of the negotiated price had almost
certainly been agreed to by the Treasury largely to prevent
a fall in real incomes leading to social unrest in the sugar
islands. The cost to the consumer of the CSA was expected
to be less than the cost to the taxpayer of maintaining
order in the face of widespread economic distress. The
negotiated price was fixed with this political objective
in view, but also at a level that would minimize its expense
to the consumer — a consideration which served as a break
on increases in the price; nevertheless, it rose from
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£32 17s 6d a long ton in 1951 to £55 8s 10d in 1960. Not
all sugar could be sold at the negotiated price, however —
indeed, Canada refused to buy any on these terms — because
it was expected that in the long run the price would be
substantially higher than the world 'free' price. The con
sumer would then suffer. Consequently, under the CSA,
Commonwealth exporters to Britain and Canada were to sell
some of their sugar — 45,000 tons in the case of Fiji — at
the 'free' price plus the pre-war imperial preference.

But as a result of increased world output the 'free' price
fell from about £49 12s 0d in 1951 to about £28 10s 0d in
1960, so negating part of the gains from the higher nego-
tiated price and helping to prevent the average annual price
of Fiji's exports rising at a rate commensurate with wage
increases in the sugar industry. Against the 126 per cent
rise in wages, the price of the colony's sugar exports went
up by only 22.7 per cent,from about £32 4s 0d a ton in 1950
to about £39 10s 0d in 1959.°0 C(Clearly the international
market for sugar, which was arranged largely to serve the
interests of industrial nations, made it harder for CSR

to absorb the rise in mill labour costs.

Yet there were a number of things the company could,
and did, do to meet the situation. One was to reduce the
cost of expatriate staff, who received the much higher
Australian wages than those paid to non-Europeans in Fiji.

In the early 1950s CSR began to replace some of its technical
staff in the mills with part-Europeans, and at the end of

the decade it started to train Indians and Fijians who were
even less expensive.51 To reduce the size of its Australian
field staff, in the late 1950s the number of farms for

which each officer was responsible was increased from between
100 and 200 to between 400 and 600. Field officers were to
be assisted by Indian and Fijian extension workers, initially
responsible to the Agricultural Experimental Station in
Lautoka. The mobility of field personnel was enhanced by

the substitution of motor transport for horses, though this
had the unexpected effect of reducing contact between growers
and officers while the latter were travelling.°? Apart

from localization of staff, most of whose effects were not
felt till the 1960s, CSR sought to limit cost increases by
rationalizing its operations in the colony. It began to

get rid of its non-sugar interests. The ungrofitable pine-
apple cannery near Nadi was closed in 1956. 3 Butcheries

at the mills, which had supplied meat to the company's

staff, were gradually sold off.
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More important was the decision to close Nausori after
the 1959 season, and to concentrate production on the other
more profitable mills. Table 8.7 shows the losses made at
Nausori from 1940 to 1958. Profits had always been com-
paratively small because too much rain and not enough light
affected ripening, so that the sugar content of cane was
low. But since the early 1940s there had been another
problem: the supply of cane had dropped. From 1930 to 1939
the annual average quantity of cane crushed had been 132,290
tons; from 1940 to 1949 this fell to 91,689 tons and from
1950 to 1956, after which it was decided to close the mill,
the average was down to as low as 83,924 tons.>" Many of
the company's staff blamed this on off-farm employment in

Table 8.7

Results of activities® at Nausori mill, 1940—58b
Profit Profit Profit
Season or loss Season or loss Season or loss
£ £ £
1940 5,743 1947 55,667 1954 -15,585
1941 7,517 1948 5,922 1955 -75,230
1942 22,334 1949 -10,837 1956 -113,858
1943 -27,563 1950 -76,062 1957 -101,246
1944 -17,004 1951 -25,369 1958 -20,377
1945 -10,797 1952 —85,799C ——
1946 26,249 1953 -73,681 Total -529,976

Sources: Tables in CSR F 1.0/3/24; F 1.0/3/26; F 2.0/4/19.
Notes: 8Includes non-sugar activities and molasses.

bComparable figures for 1959 not available. For
the remaining years, no allowance made for
changes in the general price level.

CAnticipated rather than actual loss.

Suva and the Nausori township, which caused farms to be
neglected. It is still frequently said in Fiji that this
was an important reason for the mill's closure. Yet a
survey done by CSR in 1956 showed that of the 1,800 growers
on the Rewa, only 300 had other employment and 230 of these
had made satisfactory arrangements for the cultivation of
their farms. Only about 4 per cent of growers were neglect-
ing their land. CSR concluded that two factors were mainly
responsible for the fall in production. One was that
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drainage had deteriorated since the early 1940s, largely
because growers had refused to co-operate with the company
in keeping drains clean. 1In 1946 the Rewa unions had
insisted on doing the work themselves, but had then neglected
it presumably because, given inter-union rivalry, they were
unwilling to levy members for the cost — a situation which
pointed to the need for a single statutory association to
look after the interests of farmers in such matters. The
other reason was that to obtain cane with a high sugar
content, CSR had encouraged the cultivation of Galba and
Argus varieties in soils which should have grown Malabar.

As the general manager, Dr Vernon, remarked in 1956, 'This
has been to our interest under the present cane agreement
but there is little doubt that it has had the effect of
worsening the already depressed yields stemming from poor
drainage' — an excellent example of how conflict of interest
in the industry could work to the disadvantage of growers.>?®

It was out of the question for CSR to continue sustain-
ing losses at Nausori when it knew that, because little had
been recently spent on improvements compared with the other
mills, substantial new investment was needed by 1960. It
seemed most unlikely there would be a return from the
required expenditure of up to £400,000, including £250,000
for a new boiler.°® Yet without this investment the mill
could hardly be operated at all. There were various possi-
bilities. The company could increase the cane supply by
itself repairing the drains, but this might set a precedent
for the other mills and CSR was not prepared to be saddled
with the expense of maintaining drains in all the cane
districts. Or it could reduce the price of cane on the
Rewa, but this would invite opposition from the growers.
Instead, CSR decided to dismantle Nausori and transfer
usable machinery to its other mills. Steps were taken to
increase production elsewhere in Fiji in order to reduce
the unit costs of milling. The company was particularly
anxious that this expansion occur before Nausori was closed,
lest part of Fiji's export quota under the CSA remain
unfilled and growers demand that to meet the deficit they
be allowed to run Nausori as a co-operative. This would
have deprived CSR of the opportunity to increase output at
its other mills, and might have encouraged demands that the
latter also be made into co-operatives. Fear of this was
one reason for the company's determination to find another
crop for farmers after it had withdrawn from the Rewa. If
they had an alternative source of income growers would be
less likely to want Nausori kept open.®8 So a wholly owned

57
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subsidiary of CSR, the Rewa Rice Co., was established to
provide milling facilities for growers who switched from
cane to padi. It was planned that after taxation and an
allowance for depreciation, this new company would make an
8 per cent return on investment. To ensure this CSR insisted
that competition be limited by raising duties on imported
rice, and government, which feared social unrest in the
district if the rice scheme failed, readily agreed.59 Thus
apart from reducing incomes on the Rewa because rice was
less profitable than cane, closure of Nausori entailed a
cost to the rest of the Indian community which had to pay
more for rice. Those who gained were Indians able to enter
the sugar industry following expansion on the west of Viti
Levu and of Vanua Levu, while the main beneficiary — of
course — was CSR.

In the company's view these attempts to reduce costs
were not enough to ensure adequate profits, though what
return CSR would have regarded as satisfactory is hard to
say. The company wanted to negotiate a more favourable cane
contract when the existing one expired, but it knew that
this might lead to a dispute with growers. As early as 1956
head office had become apprehensive about the possibility
of a farmers' strike. To make its profits as a percentage
return on investment appear less, in 1957 the company re-
valued its Fiji assets — but not those in Australia — from
£5,895,521 to £13,030,370. The Chief Manager was told:

For your information, our main reason for acquiring

this valuation is the ever-present possibility that
some situation could arise in Fiji which would lead to
an investigation, or some form of arbitration, in
which it could be necessary to produce information
regarding our assets, profits and relevant information.
An up-to-date valuation would also be a considerable
advantage to us in future negotiations in connection
with the Commonwealth Sugar Agreement.60

Interestingly, the company had revalued its Fiji but not
Australian assets in 1949, when negotiations for the 1950-59
contract were about to begin.61 CSR also tried to appease
growers by adopting a lower profile in the colony, this
being one of the objects of its staff localization policy.
In 1959 harvesting gangs were allowed to determine for
themselves the order of cutting, instead of this being left
to the field staff, and in keeping with the company's new
approach one of the effects of reducing the ratio of field
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officers to farmers was that the use of credit to control
growers declined. Having less contact with each farmer,
officers found it harder to relate advances to the quality

of husbandry.62 To meet criticism, echoed in the Honeyman
report, of Sydney's remote control over the company's Fiji
activities, in 1959-60 CSR considered forming a wholly owned
subsidiary to run its milling operations in the colony.63
But no final decision was taken until 1961. Meanwhile, CSR
began to reduce the extent of its landholdings in Fiji. It
refused to renew a handful of NLTB leases which expired in
the late 1950s, and in 1959 it offered to sell its freeholds
to the Crown — an offer that was refused. It was thought
that the refusal might have been due to a reluctance in the
Colonial Office to finance what was imagined to be the start
of the company's withdrawal from the colony.eu Yet if this
was so, it was based on a complete misreading of the situa-
“tion. There is no evidence that at this date CSR was
planning to leave. Rather, the company was trying to
strengthen its position by rationalizing its activities and
making its presence less provocative.

While embarking on this strategy, in February 1959
CSR informed growers of its proposed changes to the cane
contract. First, given recent expansion of the industry and
the renegotiation of the ISA,the company wanted farmers to
bear the risk of over-production. The need for restriction
became a matter of urgency during the year. Output should
have been limited to 217,000 tons of raw sugar, which would
have been made up of 179,000 tons for export under the ISA,
15,000 for sale within Fiji and to other Pacific Islands,
and 23,000 to bring its maximum stock tonnage under the ISA
to 37,000 tons (there were 14,000 tons left from the 1958
season). Yet because of exceptionally good weather, 283,000
tons of raw sugar were produced, making severe restriction
necessary the following year. CSR favoured control by means
of a tonnage quota on each farm, since responsibility would
then lie with the individual grower to produce no more than
the agreed amount. The alternative was to impose quotas on
an acreage basis, the company buying all cane grown on a
specified area. But this would mean that if yields. were
unusually high CSR would have to buy more cane than it
needed, whereas if yields were low there might be a short-
fall. The company's other proposals were designed to boost
profits from milling. Higher penalties were suggested for
burnt and inferior cane in order to raise the average sugar
content and lower costs. Certain expenses, like that of
storage, were to be deducted from the proceeds of sugar
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sales before the latter were used to calculate the price of
cane. The company requested, too, a reduction in the growers'
share of proceeds when the price of sugar was high. It
claimed that in 1950 no one had expected raw sugar prices

to reach the levels they were now at, and that the existin
contract was unduly favourable to farmers at high prices.6
Needless to say, these suggestions were not likely to please
the growers.

The strike and its aftermath

After CSR had presented growers with its proposed
contract, negotiations were postponed till elections for
the Legislative Council were over, so avoiding the possibil-
ity that Indian politicians would compete for votes by making
steadily more extreme counter-demands. Once the elections
were finished the Federation of Cane Growers, which included
representatives of all the farmers' unions, prepared a draft
contract of its own which was submitted to CSR later in the
year. Its terms were very different from those suggested
by the company. Against the average 62.6 per cent of
proceeds obtained from 1950 to 1959 (see Table 8.2), growers
demanded 70 per cent of the sugar proceeds without any prior
deductions for storage and the like. They opposed increases
in penalties for burnt or inferior cane, and demanded the
right to select their own varieties (so they could grow
heavier rather than sweet cane). They reluctantly acknow-
ledged the need for production control, but claimed that
CSR had a moral obligation to buy all the cane harvested
in 1960 since in 1957 and 1958 it had urged farmers to
increase the area planted. After 1960 they wanted restric-
tions to be on an acreage and not a tonnage basis, so placing
the ultimate responsibility for control on CSR.66 Negotia-
tions between the company and growers were protracted, and
when by March 1960 it had become clear that no breakthrough
was likely, CSR collaborated with government to obtain a
resolution of the dispute on terms acceptable to the company.
On 11 April 1960 CSR's head office remarked: 'It is gratify-
ing that our views on the situation and method of handling
it seem to be finding acceptance by Government. '67

Following discussions in Sydney between Sir Kenneth
Maddocks (governor, 1958-64) and the company, in late May
government intervened in the dispute. At the suggestion of
CSR,®8 Maddocks proposed that there be a wide-ranging
economic inquiry into the industry, but this was rejected
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by growers on the grounds that a commission would be unable
to get at the facts. A month later the governor suggested

a compromise: that CSR buy the 1960 crop up to the quota
level at a price based on scales in the 1950-59 contract,
and that negotiations for the 1961 harvest start immediately.
If within a reasonable time no agreement had been reached,
government would 'take such steps as it may then consider
necessary'. This was accepted by the company, but growers
wanted certain points clarified — especially whether quotas
for 1960 were to be on an area or tonnage basis. On 24

July the Kisan Sangh and representatives of the Fijian
farmers, who were assisted by J.N. Falvey, reached a separate
agreement with CSR. Enough cane was to be harvested in 1960
to make 199,000 tons of raw sugar, and cane left standing
was to be added to the tonnage quota for 1961. Under a
compromise arrangement for determining quotas, half the area
of standing cane would be cut on the first round, whereas
the second would be based on tonnage. Mills would close on
22 January 1961. Other unions in the Federation, led by
A.D. Patel and S.M. Koya (later to be leader of the
Opposition in independent Fiji), opposed the agreement.

They wanted the second round based on acreage, and the mills
to keep crushing till an equal proportion of every farmer's
cane had been cut. Growers were urged not to harvest before
these demands had been met.®°

It has been alleged that as a prominent Gujerati, Patel
was eager to provoke a strike in order to increase farmers'
indebtedness to Gujerati storekeepers, so enhancing the
latter's economic and political influence by enabling them
to further bind customers through debt. But since the real
interest of storekeepers lay in the continuation of trade,
which would be disrupted by a strike, this seems a perverse
explanation of Patel's motives. Alternatively, it has been
suggested that Patel adopted a more extreme stand than the
Kisan Sangh because on past experience this could be expected
to win popular support and thereby aid his political career.
It is, indeed, hard to believe that the desire to avoid
accusations of betraying growers' interests was not a
consideration. Yet it must also be noted that differences
between Ayodhya Prasad and Patel after 24 July were consist-
ent with the traditions of the unions they led. Except
briefly around 1950, the Kisan Sangh has always tended to
be more moderate than the Maha Sangh and its allies. Prasad
believed not only that farmers could best be served by co-
operating with CSR, but that their interests were as much
threatened by storekeepers and money-lenders as by the
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company. According to CSR,although they represented only
about 12 per cent of all growers, the moderate stance of

the Fijian associations in July further increased the
willingness of Prasad to compromise.70 In contrast was the
Patel group which, perhaps recalling the experience of the
Kisan Sangh from 1937 to 1942, believed that through direct
action more concessions could be extracted from the company.
It would be interesting to know whether these conflicting
outlooks reflected socio-economic differences between the
farmers to whom each union appealed.71

With the failure of subsequent attempts to bring about
a reconcilliation between growers' leaders, supporters of
Patel went on strike. Yet their action achieved nothing.
After a meeting with the Under-Secretary of State for the
Colonies, Julian Amery, who was in Fiji as part of a world
tour, on 15 October Patel and Koya advised growers to harvest
the 1960 crop under protest, but to plough in ratoons and
harvest no more cane till a long-term agreement with CSR
had been reached. Harvesting thereafter continued as normal,
though the advice to plough in ratoons was largely ignored.
No concessions had been won on the tonnage question nor
on the final date of harvesting.72 Why, then, had the
strike failed? The reason was that CSR was in an exception-
ally strong position to withstand a stoppage. The previous
year's harvest meant that at the end of the 1959 season the
company had accumulated stocks of 89,000 tons of raw sugar,
52,000 more than was permitted under the ISA. CSR had
planned to ask for special permission from the International
Sugar Council to reduce stocks gradually over a number of
years,73 but the strike provided an opportunity to do this
at once. Of course, if a large number of growers was
involved and the dispute lasted all season, the company
would make a loss because existing stocks were not enough
to meet the whole of Fiji's export quota. Yet CSR was
prepared to accept this to avoid conceding Patel's demand
for tonnage quotas in 1960, which by setting a precedent
might force the company some time in the future, if not in
1960, to buy more cane than it could mill. CSR also knew
that it had the support of government, which on 9 August
called out the territorial army to maintain order. 1In a
brief for Amery, officials claimed that security forces had
limited the burning of non-strikers' farms and that 'those
few acts which have occurred have done very little damage'.
Though government denied it, farmers saw the troops as
evidence of official backing for the company. Moreover,
the Great Council of Chiefs urged government to do all it
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could to start the mills crushing, and offered Fijian help

to maintain law and order if necessary. With these interests
arrayed against them and the Kisan Sangh and Fijian growers
eager to harvest cane, it seemed to farmers that the strike
was bound to fail and that its only effect would be to reduce
earnings from the 1960 crop. Consequently, although Patel's
extreme stand was widely respected (in 1963 he won a seat in
the Legislative Council), the position of the moderates was
strengthened by the considerable number of growers who began
to harvest their cane. On 11 August the Labasa mill opened,
by 9 September the other three mills had started to crush,
and by mid-October it was clear that most growers were
beginning to harvest.’" Amery's visit, which the Patel
faction wrongly claimed was designed to settle the dispute,
provided an opportunity to call off the strike with a
minimum loss of face. So it was that once again, as in 1921
and 1943, the strong position of CSR supported in effect by
government and the Fijian chiefs, contrasted with the dis-
unity of farmers. And once again, a strike by Indian cane
growers was defeated.

The dispute was followed by the appointment of an
inquiry to report on the organization of the industry, and
to recommend how relations between all those engaged in it
could be improved and how proceeds could be distributed in
a fair and equitable way. When the need for a commission
had been first discussed with government in early 1960, CSR
had urged that the inquiry be headed by an economist who
would be qualified to estimate future costs and profits
rather than an accountant who by training could judge only
past results. The company suggested Professor E.H. Phelps
Brown and J.R. Hicks, academics of high repute who were
thought likely to be sympathetic to its case.’5 It seems
that CSR's proposals were welcomed by the Fiji government,
but that the Colonial Office was embarrassed by the forward-
ness of the company in suggesting names.’® Officials wanted
an inquiry which would not greatly damage CSR's interests,
but which would have the appearance of fairness — which
might even decide against the company on matters of relative
detail, like the value of molasses credited to the proceeds
of sugar and the appointment of a sugar board. A change
in the ownership of the mills, on co-operative lines as
suggested by the Patel group or through nationalization, was
out of the question because of the cost of reimbursing CSR’
and also, one suspects, because government found it convenient
to keep the company as a buffer between the Indians and
itself. 1In March 1961 one of CSR's senior officers, J.M.
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Dixon, had a discussion with Maddocks during which this very
point was made. They discussed the company's desire to stay
in Fiji and, in Dixon's words,

what the balance of power position would be if we had
to withdraw ... including threat of communism, Indian
domination, little Cubas and Congos etc. I said we
were a power block that many people had an interest
in sustaining, and we did not mind absorbing some of
the shocks that would come from both sides in such a
situation, but there were limits to what we could
sustain, and we needed help and support.78

Basically, government needed a commission whose report would
enable CSR to continue in the colony, but which by having

the appearance of impartiality would be accepted by the
growers. The appointment of someone suggested by the company
might defeat the second of the two aims.

The Colonial Office asked Sir Malcolm Trustam Eve,
later Lord Silsoe, to head the inquiry. It is hard to
imagine a person more representative of the English 'estab-
lishment' than Eve. He was a Queen's Counsel, the First
Church Estates Commissioner of the Church of England, a
member of the Prime Minister's Committee on the administra-
tion of Crown lands, 1955, the Independent Chairman of the
Cement Makers' Federation, a director of the Yorkshire
Insurance Co. Ltd, and so on.”? Soon after his arrival in
Fiji, Eve was 'at pains' to tell CSR that just before coming
to the colony he had had to defend the Cement Makers'
Federation, which was a monopoly, before the Monopolies
Commission, and that the Federation had revalued its assets
just before proceedings started.80 Significantly, the
revaluation of its assets by CSR, which also was a monopoly,
and the effect of this on apparent profitability were expected
to be a major issue during the forthcoming inquiry in Fiji.
Further, Eve gave CSR to understand that the company itself
was not on trial — a point with which most growers would have
disagreed — and that his task was simply to 'remove the bees
from the bonnets'. The inquiry was to be a public relations
exercise designed to improve relations between the growers
and CSR.8! Apart from J.S. Wheatley from the Colonial
Office, Eve was assisted by an accountant, J.M. Bennett, who
was a partner in the London firm of Barton, Mayhew and Co.
When Bennett's appointment was made, it was not realized
in the Colonial Office that he was also a partner in the
Australian offshoot of Barton, Mayhew and Co., and that
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among his other partners in that firm were some of the
partners in Hungerford, Spooner and Kirkhope which was
advising CSR on material to be presented to the Eve Commis-
sion. As soon as this was discovered there was great
consternation in the Colonial Office, as also in the compan-
ies concerned, but by then it was too late to revoke the
appointment.82 In fact, Bennett's professional association
with CSR was so indirect that it seems not to have affected
his attitude to the evidence presented by the company. But
had the association become public knowledge, it would have
undermined official arguments that the commission was
impartial, and so a special effort was made in Fiji to keep
the information secret. One can imagine the reaction of
Indians to the inquiry had these efforts failed. Like Eve,
Bennett saw the commission's role as one of reconciling
growers to CSR by persuading the company to grant those
demands which would not greatly reduce its profits. He
'nodded vigorously' when told privately by Dixon that what-
ever happened the result of the inquiry must not be to let
Patel 'come out on top'®3 — though this was the eventual
result. However impartial they tried to be, then, the
natural inclination of Eve and Bennett would be to favour
CSR. And this they did.

The Eve reporte'+

The commission proposed ways of consolidating the
smallfarm system, hoping that this would benefit farmers
but also realizing, no doubt, that by reducing discontent
among growers this would reinforce CSR's position in the
colony. It recommended that smaller holdings should be
gradually reorganized into farms of ten to twelve acres,
while the amalgamation of ten to twelve acre units should
be stopped by preventing a grower from cultivating cane on
more than one farm. Stabilizing the size of holdings should
enable them to serve their original purpose of supporting a
grower and his family. It was not for the sugar industry to
solve the difficulties caused by population pressure, though
there was room for a diversification of crops in cane
districts which might help. As the commission noted, 'There
is little mixed farming and every expert says there should
be more.' It was suggested that sugar lands be planned,
graded and licensed by government to remove least fertile
areas from the industry. This would reduce demands from
those on marginal land for an increase in the price of cane.
Then there was the question of land tenure. The commission
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recommended that if CSR decided to sell its freeholds, they
should not be sold to the occupants lest growers pledge

their farms as security against debt. Land would be accu-
mulated by creditors, who would be likely to sub-let to
farmers on highly unfavourable terms. The need for security
of tenure was emphasized. Instead of leases being for fixed
terms which must eventually end, the English system of annual
tenancies was commended since it gave strong statutory pro-
tection for rent and tenure to the normally good farmer
throughout his life.

This last recommendation was rejected by government
because Fijians would have opposed any arrangement which did
not give them an automatic right to resume land after a fixed
period, while annual leases would not have met Indian demands
for security of tenure. So also, after some discussion, the
idea of planning, grading and licensing cane lands was
rejected, presumably because this would have threatened the
livelihoods of growers on marginal s0il.85 Enough insecurity
had been caused among Indians by the system of land tenure:
the last thing anyone wanted was for this to be increased as
a result of the program suggested by Eve. The plan to
stabilize the size of holdings was partly implemented. Up
to 1973 new entrants were admitted to the industry only if
they had cane growing contracts of between ten and fifteen
acres; control was subsequently relaxed to encourage an
increase in cane production.86 CSR also began to experiment
with crops that might be grown with cane, hoping that this
would make control over cane production more acceptable to
farmers. Land made idle because of output restrictions might
be able to support another crop. Yet the urgency with which
CSR tackled the question declined after it became clear in
the early 1960s, when ISA quotas were suspended, that
restrictions were no longer needed.8”

There were more direct benefits to the company from
other recommendations. The commission strongly advised
against the introduction of co-operative mills. It endorsed
the idea being considered by CSR of transferring the company's
Fiji activities from the sugar division in Sydney to a wholly
owned subsidiary based in Suva or Lautoka. It suggested that
eventually shares in the new company should be sold to Fiji
residents, but not on a scale that would remove ultimate
control from CSR. Following the commission's report, in 1962
the South Pacific Sugar Mills Ltd (SPSM) was formed with
responsibility for all CSR's assets in Fiji except land. An
attempt during the mid-1960s to sell shares in SPSM was not
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a success because demand was small.®8 Prospective buyers
expected shares to yield 7% per cent, which was considerably
less than could be earned by lending money to members of

the Indian community, though of course risks were very
different. The commission also recommended that the millers'
power to prevent the delivery of burnt, stale or dirty cane
be increased. Delivery of cane burnt without permission,

or stale or dirty, was to be a breach of contract, punishable
by loss of contract. There was to be a price reduction for
burnt cane delivered two to seven days after harvesting, all
burnt cane thereafter being rejected. As in the past, power
would lie with the millers to determine what cane was fit

for crushing. Despite opposition from growers, these
recommendations were incorporated in the 1961-70 contract.

The position of CSR was further strengthened by the
commission's support of production control on a tonnage
rather than acreage basis. It felt that tonnage quotas
would be easier to enforce, noted that this was the practice
of other sugar producers and pointed out that 'while growers
are divided in their views both the millers and the mill
workers strongly favour a tonnage system'; during the
inquiry's public hearings in Fiji the Kisan Sangh and the
Fijian growers had reluctantly agreed to tonnage quotas,
while the Federation of Cane Growers had continued to argue
for an acreage system. The commission proposed a national
basic allotment of cane for the whole colony of 1,532,300
tons, to be divided among farmers according to past perform-
ance. This would give each grower his farm basic allotment.
On or before 1 April each year the millers were to announce
the national harvest quota of cane for the coming season,
this being represented as a percentage of the national basic
allotment. The announcement was to be approved by a Sugar
Board created for the purpose and composed of an Independent
Chairman, Independent Vice-Chairman and Independent Account-
ant. After the announcement the national harvest quota
was to be divided among growers according to their farm
basic allotments. So if the national harvest quota was
25% per cent above the national basic allotment, as it was
in 1961 under provisional arrangements agreed for that year,
each farmer would be allowed to produce 25% per cent more
cane than his farm basic allotment. Later in the year, say
during harvesting when the size of the crop could be
predicted more accurately, the national harvest quota could
be varied so long as the Sugar Board gave consent; but the
commission strongly advised against reducing the quota
unless there were very exceptional circumstances. This
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rather complicated procedure was designed to reconcile
growers to a tonnage basis of control — the Sugar Board
would be an independent check on the millers — and so help
Fiji not to exceed her export quotas. But in 1961 the ISA
quotas were lifted because of a world sugar shortage due to
a fall in Cuba's production, with the result that the
machinery devised by Eve was no longer required. Yet
national harvest quotas each year have continued to be
declared, largely so that if production controls are again
needed a well tried system will exist to enforce them.

The commission also suggested ways to settle general
disputes between the millers and the growers. In particular
it recommended the appointment of a Sugar Advisory Council
composed of the three members of the Sugar Board, two
representatives of government, three representatives of the
mill workers and five representatives each of the millers
and the growers; farmers' representatives were to be elected
by the gang sirdars. As a forum for discussion with power
to advise — either government or the industry — on any matter
of importance, the Council was reminiscent of the sugar
board proposed by Shephard in 1944. Though it still opposed
a board of this kind, CSR's attitude had softened by the
early 1960s8° since it recognized that continued strong
resistance to such a body would only alienate the growers
and government. The commission tried to accommodate the
company's views. It rejected suggestions by the Patel group
and the mill workers' union that a sugar board have power
to impose a solution if no voluntary agreement to a dispute
could be reached.?0 By going for an advisory council instead,
the commission ensured that if, from CSR's view, the worst
came to the worst the company would not be bound by the
council's decisions. The Sugar Advisory Council was set up
in 1961. It has met regularly ever since, and though there
have been disagreements, apart from one meeting91 discussions
have been of a remarkably cordial nature. It has done much
to improve relations in the industry. Coupled with other
provisions in the Eve report for the settlement of disputes,
this was one reason why disagreement over the terms of a
new contract in 1969 did not lead to another strike. The
interests of CSR were well served by the reduction of tension.
There was less chance of production being disrupted by
friction between the millers and the growers, though differ-
ences have continued to exist.

The most important question before the commission was
how to divide proceeds from the sale of raw sugar — an issue
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which has always been controversial. The commission was
anxious to obtain, as far as it could, an accurate estimate
of CSR's profits in Fiji. It knew that CSR, as any company,
would try to minimize its returns so as to strengthen its
case for a larger share of the proceeds. Yet the commission
wanted to award growers the highest possible cane price
consistent with reasonable profits for CSR. This would help
reduce conflict in the industry and be to the long-term
advantage of the company. The difficulty was to discover
what profits CSR had made and whether they were reasonable.
Growers alleged that the company had been making hidden
profits in Fiji, notably from tranfer pricing arrangements
over the sale of molasses. Molasses was sold to CSR's
Australian distilleries for conversion to industrial alcohol.
By selling to itself the company could arrange the transfer
at a price below that on the open market, so reducing the
sum which had to be added to the proceeds of sugar sales for
division with the growers. It was claimed that the value of
West Indian molasses exports in 1959 were £F7 10s Od a ton,
whereas the amount credited to Fiji under the 1950-59
'~ contract had been only 22s 6d.%2 While not doubting that
CSR had acted in accord with the old contract, the commission
recommended that the price of molasses be raised to £2 10s 0d
a ton, as offered by the company during the inquiry; but this
was only half of what the farmers had demanded. Another
question was the amount charged by CSR for depreciation.
The company's practice was to charge 4 per cent on the orig-
inal cost of fixed assets to cover both depreciation and a
contribution to the cost of replacement. The argument
centred on whether this was an excessive amount. Since it
was treated as a cost, by maximizing the charge for deprecia-
tion and replacement CSR could reduce its apparent profits.
After persistent questioning in Sydney and some argument
with the company, the commission decided that only 3 per
cent should be charged to depreciation and the provision for
replacement should be made after and not before arriving at
profits. This was standard practice in the United Kingdom
and best practice in Australia. During the inquiry CSR
had been privately urged by its consultants, Hungerford,
Spooner and Kirkhope, to adopt this course, and in Fiji it
did so.93

The matter of depreciation was connected with the
revaluation in 1957 of the company's fixed assets in Fiji,
which growers rightly believed was designed to reduce its
percentage returns on investment. During the public hear-
ings, one of the colony's leading accountants who was later
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to be the industry's Independent Accountant, R.S. Kay,
appeared on behalf of the Kisan Sangh to argue against the
revaluation. He pointed out that whereas three-fifths of
all the raw sugar produced by CSR came from its Australian
mills, since 1957 these mills had represented only two-fifths
of the capital tied up in the production of raws. If the
Fiji mills had not been revalued, in 1959 they would have
been worth about one-sixth of the company's total assets

and they would have contributed just over one-sixth to the
company's total profits. On figures presented to the com-
mission, Kay estimated that if CSR had paid £5 a ton for
molasses as the Kisan Sangh demanded in future it should,

in 1959 the company could have afforded to pay 64 per cent

of the sugar proceeds to growers and charge to depreciation
and replacement £560,000, the annual amount CSR thought
would be necessary to cover replacement expenditure of
£5,600,000 over the next ten years. Enough would have re-
mained for CSR to make a profit before tax of about 9 per
cent on capital, assuming its assets had not been revalued.
This was being generous to the company, since Kay felt that
£560,000 a year for depreciation and replacement was too
high.%% The argument was rejected by the commission, which
accepted the principle of the revaluation, though it seems
that Eve had some doubt as to the reliability of the new
values. He appears to have thought they were a good guide
to replacement values, but that were probably 'much too high'
for depreciated present values. In other words, the figures
showed what it would cost to replace the assets, but not what
the assets were worth at current values after allowing for
wear and tear. Yet as CSR's consultants privately admitted,
it would have been extraordinarily difficult for Eve to
reject the valuation on these grounds because he would then
have been setting himself up as a better expert than the
Brisbane firm, A.E. Axon and Associates, which had done the
work.%5 Eve was not prepared to do this; nor did he have
time to call for another valuation.

On the basis of the revaluation, the commission judged
that the 1950-59 price formula gave CSR an unacceptably low
return on investment. The company should be given a larger
share of the proceeds. This conclusion was reached without
making an independent survey of growers' costs. The com-
mission had neither the time nor the resources to do this,
and in any case seems not to have considered it very im-
portant. CSR was given the impression that the inquiry was
more interested in the company's returns than in the grow-
ers'.%® It was assumed that the industry's efficiency
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depended on CSR. Farmers would best be served by preventing
the company from carrying out its veiled threat to wind down
its operations in Fiji if the commission produced an un-
favourable report.?’ And after all, it was much easier for
CSR to pull out of the industry than it was for the growers.
If proceeds from cane were not enough to satisfy both parties,
preference should be given to the millers. The commission
devised a formula which favoured CSR. Instead of the com-
pany's proposal that before splitting the sugar proceeds a
few costs like storage expenses be deducted, 30 per cent of
net proceeds (gross proceeds less marketing and a few other
expenses) were to be allocated to CSR to cover its 'basic
sugar making costs'. The balance was to be divided, 82% per
cent to the growers and 17% per cent to the millers. It

was suggested that approved sugar making costs be certified
by the Independent Accountant each year. The formula con-
tained incentives to reduce expenses, but also provided that
if they should exceed 30 per cent half the excess would be
deducted from the growers' share and half from the millers'.
This gave CSR some protection against a rise in costs,

since its overall percentage of net proceeds would be in-
creased. So, for example, if costs were 30 per cent of net
proceeds the company's share would be 42.2 per cent, but

if costs went up to 35 per cent its share would rise to
about 44.3 per cent. The price formula was widely misunder-
stood by farmers who thought it guaranteed CSR against loss.
This was not strictly true. The company was protected to

a large extent but not completely. The growers' basic share
of 57.57 per cent was closer to CSR's offer of 55.1 per cent
of net proceeds than to the 64 per cent requested by the
Kisan Sangh and the 66 2/3 per cent of gross proceeds
demanded by the Federation. It was also less than the
average of 62.6 per cent of gross proceeds farmers had
received during the 1950-59 contract. Moreover, though the
formula gave CSR some protection against rising costs, it
provided no such protection for the growers. Understandably,
many farmers felt aggrieved.

The Eve inquiry had been an astute political exercise.
Under the guise of impartiality, a report which was dis-
tinctly favourable to CSR had been produced. Despite
opposition from leaders of the Federation, in early 1962
growers signed a new contract based on the commission's
findings. Later there were to be complaints that farmers
had been forced to do this because there was no alternative. 98
Growers were financially drained and thoroughly disheartened
from the strike two years before, which had cost them an



217

estimated £850,000 to £900,000 in lost income.?? (CSR had
also suffered, making a loss on the 1960 season.) They were
in no mood to start industrial action again. The position
of CSR, supported by government and the Fijians, seemed
unassailable. The implementation of most of the Eve report
was extremely important for the sugar industry. The method
of production control, the Sugar Board and the Sugar Advis-
ory Council still exist today. CSR's continued presence in
the colony — for at least another ten years — was assured.

Together with the Eve report, the company's efforts
to keep its operations profitable brought certain benefits
to Fiji. CSR was encouraged to increase milling capacity in
the 1960s, and to use its exceptional marketing resources
to secure for the colony access to the lucrative United
States market, following the U.S. ban on imports of Cuban
sugar. In 1961 the company's agent in Washington, Charles
Brown, enlisted the support of Senator Hubert Humphrey, who
told the Secretary of Agriculture that Fiji would purchase
American wheat flour if it could sell 15,000 short tons
of raw sugar under the U.S. Sugar Act. 'This seems to make
sense. What's being done about it?'! In the event, Fiji
was allocated a quota of 10,000 short tons, though this
was subsequently raised. At the end of 1974 it stood at
51,820 short tons, so that as measured by the volume of
sales that year the U.S. was Fiji's next most important
market after Britain.? Yet though this enabled other
people to enter the industry the benefits were limited, for
the colony's high propensity to import goods meant that
there was little spread effect in the economy from the
higher earnings of the sugar industry. There was also some
advantage from the localization of staff which was continued
by SPSM in the 1960s, and which reduced the outflow of
income from the colony (in the form of savings). Against
this, SPSM relied heavily on administrative services from
Sydney, the cost of which had to be met by Fiji. The exact
size of the cost is not known, but it is likely to have
been a significant proportion of the 10 per cent of sugar
making costs allowed under the Eve contract for 'head
offices' expenses'.3

Offsetting the benefits from CSR's defence of its
operations were some distinct disadvantages. For example,
there was the reduction in the number of field staff which
was continued by SPSM. Though one result was that growers
became more independent of field officers, another was
that the quality of extension work suffered. This may
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have been one reason for the trend toward multiple ratooning
and poor fertilizer application which became apparent in the
1960s and depressed yields. And then, coming on top of

the division of the industry between growers and the millers,
CSR's desire to minimize expenditure made it refuse to
assume the cost of maintaining the drains."* Drains which
had begun to silt up in the 1950s continued to do so, so
that by the early 1970s this had become a-major factor
behind the fall in cane production which has recently been
of such concern to those connected with the industry. Funds
which might have been available for expenditure on drains

if the mills had not been foreign owned were remitted abroad.
The loss of this income also deprived the colony of capital
for use in a program of public works designed to alleviate
the problems of underemployment and growing unemployment.

The need for many villages to have better communications
with the outside world, better schools, housing and so on

to encourage a higher rate of Fijian participation in the
economy has been stressed by Fisk.® The spread effects of
this would benefit the Indian population as well.

The size of the income CSR took out of Fiji as the
result of its milling operations between 1 April 1950 and
31 March 1960 is shown, if only approximately, in Tables 8.8
and 8.9. Again no allowance has been made for the effects
of transfer pricing arrangements. In particular, 'head
office' and 'general' expenses, at £352,654 for the year
ended 31 March 1960, seem to have been rather high; they
had risen by 113 per cent since the 1955 season.® The
estimate for capital expenditure is liable to a significant
margin of error. With these reservations, after operating
costs, the payment of taxes and capital expenditure, the
cash surplus from milling was probably around £3,037,397.
If the cost of living index for Viti Levu except Suva is
taken as a guide, and it is assumed that the annual rate
of capital expenditure was constant and that all outgoings
and receipts were paid at the end of the company's financial
years when the price levels have been taken, at 1950 prices
this was £2,451,325. Most of this was repatriated. So
apart from 1960 when the strike distorted results and for
which complete figures are not available, it is clear that
in relation to CSR's capital expenditure and to the size of
the economy the sums remitted were substantial.

When related to the value of assets shown in the
company's published reports (plus an allowance for working
capital and stocks), figures in confidential profit and
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Table 8.8

Aggregate profit from CSR's sugar mills in Fiji for

years ended 31 March 1951 to 31 March 1960

Notes:

£F

Sales of raw sugara 68,435,147
Operating costs:

Direct costs (purchase of cane,

labour, etc.) 58,968,338
Overhead costsP 2,069,962 61,038, 300
. 7,396,847

Add miscellaneous profits from

sale of molasses, etc.® 820,179
Gross profits 8,217,026
Less charge for depreciation

and replacementd 2,488,000
Net profit before tax 5,729,026
Less income tax 1,879,629
Net profit after tax 3,849,397
Sources: Mill profit and loss accounts, Chief Accountant,

CSR Ltd, Sydney; Tables in CSR F 5.0/2 and CSR
U 3.0/3.

aExcludes income from the sale of stocks held on

31 March 1950 but includes income from sale of
stocks held on 31 March 1960. Also excludes
payments to the Price Stabilization Fund.

bIncludes hurricane and earthquake damage from

1952 to 1955.

“Seems also to have included profits from the CSR
steamship operating between Fiji and Australia.
Excluded are profits from the rent of land, etc.

dAt 4 per cent on the value of fixed assets, on a
straight line basis. Assumed is that gains/
losses from disposal of fixed assets are treated

as capital transactions and are excluded from

mill profit and loss accounts.



220

loss accounts indicate that from 1950 to 1959 CSR's average
annual return from its Fiji mills was about 7.5 per cent.
This compared with the maximum of 4.5 per cent to 6.0 per
cent charged on overdrafts by Australian trading banks.’

Table 8.9

Estimated cash flow arising from Fiji sugar milling
activities, years ended 31 March 1951 to
31 March 19602

£F
Net profit after tax 3,849,397
Add back allowance for depreciation
and replacement 2,488,000
Total cash surplus b 6,337,397
Less estimated capital expenditure 3,300,000

Flow of cash from Fiji 3,037,397

Sources: Table 8.8; CSR Memo., 'Sugar in the Fiji Economy',
1959, CSR Library, 8.

Notes: %Not all the cash flow would have occurred during
this period.
bEstimate is based on CSR's statement to Burns
Commission that from January 1949 to early 1959
the company had spent £F3.3 million on replacing
equipment and increasing the capacity of the
mills. It is assumed that capital expenditure
for the calendar years 1949-58 was the same as
for the financial years ended 31 March 1951 to
31 March 1960. The margin of error entailed in
the assumption is unlikely to be great. Annual
trade reports show that from 1950 to 1959 the
f.o.b. value of imports of rails and accessories,
locomotives and parts, rolling stock and parts
and milling equipment was £3,086,502. Of course
this does not include all capital imports con-
nected with sugar, nor does it cover the cost of
installing equipment. On the other hand, the
category 'Milling machinery other than timber'
in the trade reports seems to include machinery
for rice as well as sugar milling. So an esti-
mate for capital expenditure of £3.3m does not
seem too unrealistic.
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Expressed in this way, the profits do not seem particularly
large, but this was partly because the revaluation of assets
made returns from 1957 on look unrealistically small. As
R.S. Kay had pointed out, if the assets were written down by
the amount they had been revalued, in relation to CSR's
other activities earnings from the colony in 1959 had made

a reasonable contribution to the profits of the company as a
whole. Moreover, the closure of Nausori and other economy
measures made it likely that CSR would continue to obtain
satisfactory results, even without the Eve report. There
was no need to have reduced the farmers' share of gross
proceeds from sugar. Yet under the Eve contract CSR would
continue to do well in Fiji, while growers would receive

a smaller share of the proceeds. The interests of the
company had triumphed over those of the farmer.



Chapter 9

The withdrawal of CSR

In 1973 CSR sold its sugar interests to the newly
independent government of Fiji, so ending a period of over
ninety years during which the company had played a major
role in the colonial history of the country. It had
dominated the economy, wielded immense political influence
and done much to shape the evolution of Fiji-Indian society.
The decision to withdraw was greeted with disbelief at
first, for it was hard to visualize a Fiji without CSR.

Then as people got used to the idea, some alleged that in
fact the decision had been taken as early as the late 1950s
when the end of British rule in the colony was in sight.

It was suggested that rather than face the uncertainties of
dealing with an independent government, CSR wanted if
possible to dispose of its assets. The problem was to do
this without loss of face, in a way that would enhance its
reputation for concern about the social responsibilities of
business. The company had to await the right moment, and
this finally came in 1970 with the findings of an arbitrator,
the Rt. Hon. Lord Denning, into a dispute between SPSM and
growers about the terms of a new contract. The award was so
generous to farmers that CSR could argue — quite plausibly —
that if it remained in Fiji it would make a loss. So, it
has been said, the stage was set for the company to announce
the withdrawal it had planned for the past ten years.l The
argument, however, does not fit the facts. Between 1961

and 1969 SPSM invested about £7,000,000 in the colony. Most
of this was to replace assets, but a considerable amount was
also used to increase milling capacity.2 Following the
lifting of ISA quotas, the colony's exports rose from
220,000 tons of sugar in 1962 to a record 343,000 tons in
1968.3 This hardly suggests that CSR wanted to leave.
Moreover, it is clear from correspondence that senior
officers who prepared the company's case for the Denning
inquiry were determined to convince the commission that it
should make an award which would enable CSR to stay in
Fiji.“ For the truth was that under the Eve contract SPSM

222
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had done very well, and if it could secure a new contract on
similar lines CSR had no intention of withdrawing.

Discontent among farmers

The real problem for the company was that a large
section of the growers, represented by the Federation, re-
mained utterly opposed to the Eve contract. This was not
surprising, for during the 1960s there was little sustained
improvement in the economic position of farmers. It is clear
from data in the previous chapter that up to 1966 under-
employment in cane areas increased, and this probably con-
tinued through the rest of the decade. The report of the
1976 census was not available at the time of writing,> but
in 1971 the International Labor Office predicted that between
1965 and 1975 the labour force in Fiji would grow by an
average of at least 5,000 persons a year. It is unlikely
that more than half found jobs in the late 1960s. The
expansion of employment opportunities was greatest in the
public sector, in service industries and in building and
related industries. Yet between 1966 and 1972 the number
engaged in these activities rose by an annual average of
only 1,881,° making it almost certain that not enough jobs
were being created to absorb the underemployed in cane
districts. If anything, underemployment got worse. Mean-
while, population continued to grow despite a reduction in
the crude birth rate among Indians from 43.75 births per
1,000 persons in 1960 to 30.47 ten years later.’

To some degree the problem was eased by the higher
yields of cane obtained since the mid-1950s, which lifted
the annual average income of growers from about £381 between
1950 and 1960 to around £543 over the following nine years.
The increase, of course, would have been greater still if
there had been a larger rise in the price of cane. In fact,
the average price from 1961 to 1969 was only 2s 2d a ton
more than the average price of 68s from 1950 to 1960. If
the very exceptional 1963 price of 98s is excluded, the
average was actually 1ls 4d below that paid under the previous
contract.® With an increase in the cost of living over
the period of almost 30 per cent, in real terms the differ-
ence was even greater.9 So it was easy to blame Eve for
not allowing growers to realize the full benefits of higher
yields. More significant was that as a result of low sugar
prices and poor weather conditions, there was a steady fall
in average real farm incomes between 1963 and 1968 (see
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Table 9.1). Though real earnings subsequently recovered
they did not reach their 1962 and 1963 levels, so that
except for 1963 there was virtually no improvement in real
incomes from cane over the period 1962 to 1969 as a whole.l0
Yet the average real wage of agricultural workers had risen
from about 12s 7d a day to 13s 10d, an increase of just
under 10 per cent. Real wage rates overall had gone up by
an average of about 9 per cent.!! Consequently, by the end
of the decade not only did farmers still have the problem

of supporting a growing population, but since 1963 in real
terms their gross receipts from cane had declined in relation
to the incomes of wage earners.

Table 9.1

Average annual income per supplier of cane, 1961-69

Av. tonnage of Av. price Av. income Av. income
cane harvested per ton per supplier at 1961
Season per supplier cane (to nearestf) prices
(to near-
est £)
s d
1961 91 64 1 292 292
1962 148 69 11 517 502
1963 179 98 O 877 851
1964 174 72 0 626 564
1965 155 67 O 519 447
1966 149 64 10 483 424
1967 143 63 4 453 384
1968 186 65 2 606 501
1969 154 67 3 518 402

Source: FSC Ltd, 'Industrial Statistics Summary', Tables
19(c), 23, 55, 61.

Efforts were made by government to reduce the dis-
content of farmers. The objective was not simply to prevent
another strike: it was also to maintain political stability
as the colony prepared for independence, which came in 1970.
Two areas of major concern to growers were tackled, and the
first was land tenure.l!? Officials were greatly perturbed
by the widespread insecurity among Indians caused by the
declaration of reserves, yet they knew that any solution
to the problem of land tenure must be accepted by the
Fijians. Political stability, which was a prerequisite for
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economic development, depended as it always had on govern-
ment retaining the support of the Fijian chiefs. This ruled
out CSR's suggestion that the Crown take over all native
leases in cane areas and lease them to growers on secure
terms.13 The company would have gained by an increase in
the general contentment of farmers, but its long-term
interests would have suffered from the political instability
caused by Fijian resentment at such a move. What was needed
was a compromise. The Burns Commission, appointed in 1959
'to recommend how the development of the Colony and its
resources should proceed', suggested that to remove Indian
fears of displacement reserves should be declared as soon as
possible. The length of the normal agricultural lease
should be increased from thirty to sixty years, while leases
for tree crops should be for ninety-nine years; rents should
be revised regularly.lu

Following the Burns Report, the NLTB hastened the
declaration of reserves and decided in general to forgo its
right under the NLTO to declare additional reserves as new
needs of the Fijian owners arose. Instead, to meet its
obligations as a trust by ensuring that sufficient land was
available for the rapidly growing Fijian population, the
Board decided to act under Section Nine of the Ordinance
which empowered it not to issue new leases or renew old ones
if the land was likely 'to be required by the Fijian owners
for their use, maintenance or support'.15 The focus of
Indian attention accordingly switched from land going into
reserves to security of tenure for land lying outside.
Throughout the 1950s tenants had been concerned about the
terms of their leases even though this had been overshadowed
by the question of reserves, but once it was realized that
the NLTB planned to rely on Section Nine where necessary,
though the problem of reserves remained,16 the length of
leases became the overriding issue. It became clear that,
contrary to hopes expressed in 1940, reserves would not
necessarily ensure security of tenure on unreserved land.

A number of leases were due to expire in the 1960s, and the
new policy of the NLTB raised very acutely the question of
whether they would be renewed.

After consideration of the Burns Report, government
appointed in 1961 an Agricultural Landlord and Tenant
Committee to advise on what new legislation was needed. The
Committee discussed the recommendation of the Burns Commis-
sion that the length of new leases be for sixty or ninety-
nine years — a proposal accepted by government in 1960 and
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supported in principle by the NLTB provided the land was not
required for the support of its owners. The problem was
that the disadvantage of a termination date, however far
off, would still remain. To overcome this, the Committee
suggested that agricultural leases should normally be for
thirty-year terms, with ten years as a statutory minimum.
But they should also carry the automatic right of renewal
unless, if the land was needed by the owner for his own use,
greater hardship would result if the lease was renewed than
if it was not, or unless there were grounds relating to the
quality of husbandry, the needs of good estate management,
etc. Tenants would have the right of appeal against
decisions not to renew. These conditions were, however,

to apply only to new leases and not to existing ones.17?

The Committee reported in 1962. Despite dissatisfac-
tion with some points, notably the recommendation that
tribunals be appointed to arbitrate in disputes arising from
the issue of non-renewal notices, its report was accepted
in principle by the NLTB. Since the recommendations were
to apply merely to new leases, the Board would be left with
ample opportunity to protect the interests of landowners as
existing leases expired. An example of the need to do this
occurred in 1963 when land owners at Koronubu, Ba, asked
for the additional reservation of large areas lying outside
reserves declared in the 1950s. The Board decided that
its policy of demarcating no new reserves, but applying
Section Nine of NLTO instead, should stand. Two leases —
Koronubu and Veisaru — totalling about 5,000 acres and held
by CSR which had sublet to Indian growers, were due to
expire at the end of 1965. In co-operation with SPSM, the
NLTB decided to reparcel the irregular holdings of existing
tenants to make room for 187 members of the landowning units
who wanted to grow cane themselves. Great care was taken to
minimize the number of Indian growers who would have to be
displaced. In the event about 77 of the 287 original tenants
could not be accommodated on Koronubu/Veisaru though alterna-
tive, albeit inferior land was found for them.!® Despite
the care that was taken (according to the NLTB), the
Koronubu/Veisaru scheme aroused intense Indian mistrust.
This was virtually the first application of the NLTB's
decision to use Section Nine where necessary. A feeling
of insecurity spread throughout the Indian community as
tenants wondered how many more cases like Koronubu/Veisaru
lay in the future, how many more Indian growers would lose
their farms.
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Faced with this feeling, and concerned lest it be
expressed in political or industrial agitation, government
concluded that the report of the Agricultural Landlord and
Tenant Committee did not go far enough. Its recommendations
should be made applicable to existing as well as new leases.
Accordingly, in 1966 the Agricultural Landlord and Tenant
Ordinance (ALTO) was introduced and hastily pushed through
the Legislative Council.l® 1Its main effect was to override
Section Nine of the NLTO by giving tenants the right to two
ten-year extensions of their lease, unless the owner could
prove before a tribunal greater hardship if the lease was
renewed than the tenant would suffer if it was not. Compensa-
tion for unexhausted improvements made in accordance with
the Ordinance had to be paid on the reversion of a lease.

As a concession to landowners, the NLTB was entitled to
reassess rents every five years. ALTO was designed to
provide greater security for lessees who, it was hoped,

could look forward to an effective fifty-year term — thirty
years plus two ten-year extensions. But this increased
security was not to be at the expense of owners who genuinely
needed the land for their own use. Government thought that
the Ordinance, which came into effect on 29 December 1967,
would provide an acceptable compromise to the seemingly
intractable problem of land tenure in Fiji.

But government was wrong. Fijians resented the
Ordinance because they found it extremely difficult to prove
greater hardship. Indians disliked it because the NLTB,
which had not been consulted about ALTO, reacted to the
legislation by reducing the length of new leases on cane
land from thirty to ten years.2 The Board argued that if
thirty-year terms were granted and tenants managed to
obtain two ten-year extensions, it would be fifty years
before a lease could revert to its owner. ALTO stipulated
that the minimum length of new leases should be ten years.
If two extensions were then given, the total length of the
lease would remain as before — thirty years. This defeated
the main objective of ALTO — to give tenants greater security
of tenure. Indeed, tenants now had less security than
before ALTO was introduced. As existing leases expired,
instead of being able to hope for new ones of thirty years,
tenants could anticipate terms of only ten years, while
under the hardship clause there was no guarantee they would
get the first, let alone a second extension. They also
had to face the prospect of rent revisions every five years.
Rents for some of the older leases had never been reassessed
and had remained at ridiculously low levels. New rents,
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fixed at a maximum of 6 per cent of the Fair Market Value

of the land, often represented a substantial increase on

the previous rent. On one lease — admittedly unusual — rent
was raised in one jump from £42 7s 6d to £504 2s 0d a year.
It was not surprising that Indians were very critical of

the new law.2!

Government was also concerned about the indebtedness
of cane growers. Following a visit to Fiji by B.J. Surridge,
an Adviser on co-operatives in the Colonial Office, a survey
of the problem was conducted in 1961. From interviews with
533 farmers, Shardha Nand found that on average they were
indebted to the tune of 67.1 per cent of their gross annual
farm incomes; the percentage was higher if he excluded the
14.8 per cent of growers who were also lenders.?? Comment-
ing on the survey, V.D. Stace of the South Pacific Commission
told the Registrar of Co-operatives, F.E.M. Warner,

I cannot help wondering whether hopeless indebtedness
of a peasant farming community could be an important
factor in turning natural 'conservatives' into
willing 'revolutionaries' when provocation occurs as
it did in Fiji during the campaign [in 1960] against
the CSR Company.

The desire to maintain stability in the sugar industry was
a major reason for official interest in Indian indebtedness.
It was thought that if money-lenders and storekeepers could
be replaced by a cheaper source of credit the real incomes
of growers would rise, so increasing their sense of well-
being.

The long-term objective of the Co-operatives Department
was to introduce a Debtors Relief Ordinance on the lines of
legislation in Cyprus. This would involve the creation of
a Debt Settlement Tribunal to decide the amounts owed by
each debtor and to recommend the period over which debts
be repaid. The Tribunal would be able to arrange for a
fixed percentage of a grower's proceeds to be spent on farm
and household requirements, the balance accruing to his
creditors. Farmers would then have a procedure by which to
escape from high cost debts. Yet before doing this, an
alternative and cheaper supply of credit had to be made
available to prevent farmers again turning to traditional
sources. So in the early 1960s co-operative credit societies
were formed to encourage thrift among their members and to
make advances to those who had saved. At first members



229

had unlimited liability and were expected to build up
savings by regular monthly 'recurring' deposits, but this
was hopeless for cane growers who were paid in three or

four instalments at widely spaced intervals during the year.
Instead, the Department encouraged credit societies of
limited liability with savings based on shares rather than
deposits. In 1968 legislation was passed to encourage
farmers to make regular assignments of up to £20 a year for
the purchase of shares. Except for sums owed to government
or a landlord for rent, these assignments were to have
priority over any other securities which might have existed
at the time of making the assignment. By 1969, 129 credit
societies had been formed with 1,500 members, and at their
apex had been established the Agricultural Credit Co-opera-
tive Association Ltd (ACCA). Beside supervising the
societies, the ACCA was to obtain funds from outside insti-
tutions and on-lend to the co-operatives, using as security
part of their members' assignments. However, credit
societies alone were not enough. The provision of cheap
credit had to go hand in hand with the provision of cheap
goods, otherwise its benefits would be wasted. Consequently,
in the late 1960s the formation of consumer co-operatives
was encouraged, the idea being that they would sell goods
on credit advanced from the ACCA. It was expected that
prices would be lower than at other retailers because credit
would be cheaper. Profits would be distributed amon
members, who would also belong to credit societies.?

In 1969 Vijay R. Singh, Minister of Commerce, Indus-
tries and Co-operatives, proposed a major assault on Indian
indebtedness. As a member of the Alliance Party, which
sought to win Indian support through the Kisan Sangh, it
was natural that he should take up the question; for years
the Kisan Sangh had blamed Gujerati storekeepers for the
financial plight of growers. Singh proposed that the
capital available to the ACCA be increased by transferring
the assets of the Sugar Price Stabilization Fund Board,
which had accumulated since 1947 and had never been used
for their original purpose of stabilizing the price of
sugar. Though after 1962 part of the fund had been dis-
tributed in the form of capital grants to farmers and CSR,
at the end of 1968 the Board's assets totalled £3,242,473.2%
At the same time as these assets were transferred to the
ACCA, Debtors Relief legislation would be introduced to help
growers repay their existing debts. Singh argued that low
incomes between 1963 and 1968 had forced growers to reduce
their expenditure. Now, with the price of sugar rising,
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the price of cane would go up too. If they could be
persuaded to limit their outgoings to levels in the mid-
1960s, farmers would be able to liquidate their debts with
relative ease. They could then turn to an expanded ACCA

for cheaper credit and to consumer co-operatives for goods.
In November 1969 the Council of Ministers authorized Singh

to approach the Secretary of State on these lines, but before
discussions could reach an advanced stage the report of the
Denning arbitration was published and accepted. It contained
a recommendation that the Sugar Price Stabilization Fund be
used to stabilize the price of cane.2® With this source

of finance no longer available, Singh's plan for dealing with
Indian indebtedness was dropped.

It is most unlikely that the scheme would have
succeeded. The parochialism of credit societies was a big
problem. They often wanted to use assignments for their
own purposes rather than make them over to the ACCA. More
important was the threat posed to vested interests. Store-
keepers and the like, who were well qualified from their
business experience to assume positions of leadership in
the co-operative movement, were those who would suffer most
if the movement succeeded. Their lack of involvement meant
that co-operatives were hamstrung by a shortage of good
leaders, and were often badly managed. The failure of many
credit societies was attributed to poor leadership as much as
to anything. In addition, there were cases — it is diffi-
cult to know how many — of storekeepers threatening to
foreclose on debts if their clients joined co-operatives.
Even if there was no overt threat, heavily indebted farmers
were unlikely to risk antagonizing their creditors. The
major problem, though, was that credit and consumer
societies did not meet the needs of 'financially inefficient'
farmers — those who were least able to convert the financial
resources available to them (mainly from cane) into a cash
surplus at the end of the year; they were normally growers
whose annual receipts were low.2® There is some evidence
that high income farmers tended to belong to credit co-
operatives, whereas those on low incomes did not.27 The
real problem was not so much to increase the supply of
credit, which was already quite plentiful, as to improve
the credit-worthiness of the financially inefficient farmer.
A reduction in the cost of his credit would increase his
cash surplus at the end of the year. 1In 1970 Barry Shaw
found, not surprisingly, that the cost of credit to the
financially efficient grower was considerably lower than
for the one who was less efficient and therefore less able
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to repay. Thus the financially inefficient farmer was

faced with the rather vicious circle whereby the expense

of borrowing reduced his annual cash surplus from cane,
which reduced his credit-worthiness still further, so in-
creasing the cost of credit for the following year, reducing
his annual cash surplus and so on.28 Shaw suggested ways

to minimize the expenditure of such persons so as to increase
their surplus. They should be encouraged, for example, to
grow more food instead of relying on purchases at the market
or the store.2% He might also have added, as growers have
often argued, that an increase in the real price of cane
would be likely to help farmers heavily in debt.30 1In

other words, by concentrating on the supply of credit the
Co-operatives Department was ignoring the main problem,
which was the price paid for cane.

By the late 1960s, then, govermment efforts to appease
growers by tackling the questions of land tenure and indebted-
ness had failed. And since 1963 there had been little over-
all improvement, if any, in the economic position of farmers.
So as negotiations began for a new contract to run from 1970
to 1979, it seemed that once again there might be a confronta-
tion between the growers and the millers.

The withdrawal of CSR

Yet though eager as ever to win concessions for their
members, union leaders were reluctant to call a strike.
Perhaps one reason for this was the failure of past stoppages.
Growers had won virtually nothing from their actions in 1943
and 1960. A.D. Patel had been involved on both occasions,
and it is possible that this influenced him in 1968-69.

True, the adoption of a relatively extreme position in the
past had advanced his political career, but the situation
in the late 1960s was different. Patel was now a mature,
well established politician, and widely respected. The
Federation Party, headed by him and based on the Federation
of Cane Growers minus the Kisan Sangh and the Fijian farmers,
had won a victory in the 1968 by-elections for nine Indian
communal seats. It had won all the seats against its
Alliance opponents with an increased share of the vote.

With the party's ascendancy in the Indian community beyond
doubt, there was little political mileage to be gained

from a militant approach to negotiations for a new cane
contract. Indeed, given its immediate political objectives,
such an approach would have been counter-productive. The
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Federation was campaigning for a rapid transfer of power
with one man one vote on a common electoral roll. Fearing
Indian domination, many Fijians were opposed to early inde-
pendence on any terms, while the overwhelming majority of
them, as well as of Europeans, wanted the retention of the
communal voting system. In three centres the outcome of
the by-elections had led to mass meetings at which Fijians
had called for the deportation of Indians and the use of
violence to protect Fijian rights. In one area, twenty-one
Fijians had been charged with rioting and assaulting Indians.
If the Federation was to get independence soon and a common
roll system, it needed to allay the fears of the Fijian and
European communities. A strike in the sugar industry would
have had the exact opposite effect.3!

The Sugar Industry Ordinance of 1961, based on the
Eve Report, had laid down a procedure for negotiating a new
contract when the existing one expired. Accordingly, in
1968 discussions began under the auspices of the Sugar
Advisory Council. The Kisan Sangh and the Federation sub-
mitted separate draft contracts which, though different in
important respects, were mainly designed to increase growers'
income from cane. The key question was the price. The Kisan
Sangh suggested that gross proceeds from sugar be split
70:30 per cent in favour of the growers. The Federation
came up with a more radical proposal — that farmers be
guaranteed £5 a ton of cane with a bonus of 2s 6d for every
£1 by which the average price of raw sugar (including
molasses) exceeded £49; the average cane price from 1961
to 1969 had been £3 10s 2d.3? Talks continued into 1969
but without much progress. Then in late March or early
April the Independent Chairman, Mr Justice C.C. Marsack,
was approached by two representatives of the growers quite
separately and apparently without prior contact between
them. They said that what worried farmers was the nature of
the Eve price formula, which seemed to guarantee the millers
against loss but not the growers. If the formula could be
reduced to simple terms, say a straight percentage split
of the proceeds, and a few minor concessions be made on
other points, it might be possible to produce a contract
acceptable to farmers. Marsack urged SPSM to consider a
percentage arrangement based on the results of the Eve
formula since 1962, which had worked out at about 60 per
cent to the growers and 40 per cent to the millers. Because
of the growers' insistence that provision be made for the
payment of their expenses, the split might have to be
'camouflaged' by giving the millers, say, 30 per cent of the
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proceeds to cover their expenses, growers 30 per cent to
cover theirs, and dividing the rest 75 per cent to farmers
and 25 per cent to SPSM. 'The very positive individual
opinions expressed by the two growers' representatives'
convinced Marsack that this was an idea worth pursuing.33

The suggestion was rejected by SPSM, which refused to
make any major concessions during the negotiations. Apart
from incentives to reduce costs built into the Eve contract,
under the price formula an increase in certified sugar
making costs above 30 per cent of sugar proceeds was to
be deducted equally from the millers' income and the growers',
so giving the company some insurance against a rise in costs.
The straight percentage split suggested by Marsack, however
well disguised, would have removed this insurance at a time
when its importance to the company was greater than ever.
Labour costs had gone up considerably, from a daily average
of 19s 4d per employee in 1961 to 27s 7d in 1968.3% Only
part of the increase was offset by an expansion of output
which might otherwise have reduced unit costs.3% With
the signing of a new International Sugar Agreement in 1968,
there was no guarantee that another similar expansion would
be possible in future. - Yet it seemed likely that wages would
continue to rise, especially if an independent government

had to use higher wages to maintain political stability.
Unit costs might escalate more sharply than ever before.

In short, uncertainty about the future increased the risks
of operating in Fiji, and the Eve formula provided a measure
of security against these risks.

The rigid stand of SPSM, acting on instructions from
CSR, ruled out a negotiated settlement. The alternative
was to go to arbitration, as provided for in the 1961
Ordinance. The result of arbitration would be considered
a triumph for the growers. This was because government did
not keep control of the situation as it had in 1960-61.
Instead of appointing a man like Eve, who could be relied
upon to produce a report reasonably favourable to the
company, the Rt. Hon. Lord Denning, Master of the Rolls,
was asked to adjudicate. Now Denning's reputation is that
of a judge who is more willing to create law, perhaps almost
irrespective of precedent, than are many of his colleagues.
In a collection of addresses delivered in 1954 and 1955,
Denning criticised judges and advocates who were 'not
concerned with the morality or justice of the law but only
with the interpretation of it and its enforcement'. He
pointed out:
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It is the lawyers who have made the law what it is.
Most of our law, as they will tell you, is judge-made
law. The rest of it is Statute law but that is

drafted by lawyers and interpreted by lawyers, and,

as often as not, it is in the lawyers' part of it

that injustices occur. They cannot therefore escape
their responsibility. The legal profession, by its
exponents in days past or in days present, must account
for every injustice done in the name of the law. Yet
they do not let it trouble them over-much. 36

Except for a few matters of detail, the sugar industry
dispute did not entail questions of law. But Denning's
inclination as a judge to give priority to justice over legal
precedent made it likely that in drafting his award he would
not feel bound by the results of previous inquiries. If

he felt it was unfair, he would be more willing, perhaps,
than many other lawyers to abandon the Eve contract.

And his understanding of what was just in the Fiji
context was not likely to be sympathetic to CSR. 1In the
same collection of addresses, Denning gave examples of the
way that freedom of contract had come to be abused. 'The
thing to notice in all these cases is that it is all a very
one-sided affair. The companies impose terms which the
customer has no opportunity of accepting or rejecting. He
is bound whether he likes it or not.'37 Despite superficial
differences — growers were suppliers rather than customers
of SPSM — the examples were similar to the situation in
Fiji. 1If growers wanted to sell cane, they had to accept
the conditions laid down by SPSM; there was no other miller
to whom they could turn. Denning also discussed freedom of
association. Though he emphasized that trade unions ought
not to infringe fundamental rights of the individual, he
said:

If men are ever to be able to break the bonds of
oppression or servitude, they must be free to meet
and discuss their grievances and to work out in
unison a plan of action to set things right ... men
must be able to form themselves into trade unions to
protect their working conditions.38

Employers should also have the right of association, but
this right was often abused. Denning highlighted ways in
which companies combine to manipulate prices to their
advantage but not to that of the public. He was more severe
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in his criticism of such practices than of the public ill
effects of trade union activities, though some of his
judgments in the 1970s indicate a greater and more recent
concern about the latter.39 So it was clear that if Denning
came to Fiji his sympathies would not automatically lie
with CSR, which had a monopoly of milling in the colony.

His outlook was in stark contrast to Eve who, as chairman of
the Cement Makers' Federation, was involved in a type of
organization that Denning disliked.

Why, then, was Denning selected? After all, his views
were well known in legal circles, and under the Ordinance
the appointment of an arbitrator was in the hands of the
Chief Justice. Some have said that CSR engineered Denning's
selection, knowing that he would be likely to decide against
the company and so provide the long awaited chance to
withdraw. The suggestion would have delighted Machiavelli,
but is hard to square with the time and money SPSM spent on
trying to persuade Denning to accept its case. What actually
happened was that the Chief Justice offered growers a selec-
tion of names and A.D. Patel, in the belief that Denning
would be the most sympathetic to farmers, chose him.40 SPSM
could hardly have opposed the choice, for what more prestig-
ious person was there to arbitrate than the Master of the
Rolls? The decision to offer growers a choice, including
Denning, was in some ways surprising, as the last thing
officials wanted was that the award of the aribtrator should
force CSR to leave the colony. Government was trying to
promote economic development through the attraction of
private capital;L+1 the departure of CSR would work in the
exact opposite direction. Yet it seems that officials mis-
judged the position. They overrated the possibility of
disruption in the industry, and in an attempt to prevent it
by persuading growers to accept arbitration, decided to offer
them a choice of names. It would be hard for growers to
reject the award of their own nominee. But in doing this,
and including Denning on the list, govermment took a risk.
Though no one could have predicted it for sure, there was
the possibility that Denning would side with the growers.

In allowing this risk to be taken, government made a big
political mistake.

Perhaps officials hoped that the appointment of Mr
Robert McNeil, former President of the Institute of Chartered
Accountants, as the accountant advising Denning would help
prevent the judge from making an award which would be un-
acceptable to CSR. McNeil's role — or lack of it — may



236

have been crucial, for Denning does not seem to have had time
to examine in detail the extensive financial evidence pre-
sented by SPSM. After arriving in Fiji, Denning told
advocates of the main parties to the dispute that he was in
the colony during his holidays, and that he wanted to
complete the hearings in about three weeks because he had

to get back to London where work was piling up.L’2 He left
much of the detailed discussions on the company's financial
statements to McNeil, who produced two provisional reports,
dated 11 and 13 September, while still in Fiji. The final
report was to be prepared when he returned home. But within
a month of leaving the colony, McNeil died. 1In his award
Denning said of McNeil, 'Before his death he made a full
report which has been of great value to me.'*3 Yet it is
hard to know how McNeil could have had time to do this.
Before his departure he told several people in Fiji that

as soon as he reached Europe he had about one week's work to
do in Brussels, followed by 'some days' work' in Sussex,
after which he would be working for a fortnight on the
continent. It was at the end of this fortnight that he died.
There was very little time for him to have produced a final
report for Denning. The 'full report' must have been
McNeil's two provisional statements.

The errors contained in the award, which were more
numerous than one would expect from a judge of such standing,
suggest that Denning was handicapped by not being able to
discuss more fully his conclusions with McNeil. For example,
Denning stated that in certifying sugar making costs the
Independent Accountant had made 'nmo check on whether a
particular item of work was entered as slack season mainten-
ance, or as capital expansion'. The result was that 'costs
were certified at a higher figure than they should have
been'.“*"* This was wrong. The Independent Accountant had
paid close attention to this very question. He had been
told by McNeil that the millers' books were admirably kept
and were not open to question. No criticism of the way
sugar making costs had been certified had been made in
McNeil's provisional reports to Denning.L+5 Denning made
other mistakes, and they have been fully set out by CSR.“6
They might not have been made if McNeil had been alive when
Denning wrote his award. More important, the award might
not have been so generous to growers. From what he said
in Fiji, CSR is convinced that McNeil was far more sympath-
etic to the company than Denning proved to be.

Unlike the Eve Report, Denning's award was not
designed to help the existing structure of the industry —
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foreign-owned mills versus growers — work more smoothly.
Rather, it was an expression of his view of justice as it
applied to Fiji. Toward the end of his award Denning wrote:

If I have erred at all, I think it will be because 1
have been too favourable to the growers. So much so
that the millers may say that their share does not
leave them enough to maintain and modernise the mills
and the transport system as they ought, or to give a
reasonable return upon capital. But I would remind
them that they have had a good innings over the last
eight years ... they have had a good reward. They
have not gone short. But the growers have. "’

Denning sensed that growers had had a raw deal, and he
wanted to right the situation despite CSR's prediction,
which formed the bulk of its evidence, that it would be
unable to operate profitably in Fiji if he did. This
contrasted with Eve, who had felt that CSR was having a bad
time and had tried to do justice to the millers despite
growers' claims that they would suffer an injustice as a
result. Evidently there was not enough room to accommodate
the interests of both parties. Denning may have realized
this, as some officials later suspected. Instead of adding
another short-term answer to the ones that had gone before,
perhaps Denning preferred to promote the conflict in order
to hasten a long-term solution.“8 Whatever the motivation,
just as the Eve Report had been an expression of support
for private enterprise, so Denning's award reflected a
sympathy for the individual when faced by powerful monopoly
concerns.

Denning had been appointed on 22 July 1969, and had
held public hearings during August and September. Apart
from the millers, the Federation of Cane Growers had
appeared before him, as had the Alliance Cane Contract
Committee representing the Kisan Sangh and the Fijian farmers.
The Alliance had wanted a better deal for growers, but not
one that would be unfair to SPSM. The Federation, which was
less concerned about the future of SPSM, had demanded an
even greater improvement in the farmers' lot than had the
Alliance. The award was published in January 1970. Its
chief provision was that the gross proceeds of sugar should
be divided 65:35 in favour of the growers. This was about
5 per cent more than the weighted average split from the
operation of the Eve formula over the period 1962 to 1968.
Denning also declared that the millers should guarantee
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farmers a minimum price of $7.75 (£3 17s 6d) per ton of
cane. . The weighted average price for the 1962 to 1969
seasons had been $7.08 (about £3 10s 10s).“4° 1If in a
particular year the division of proceeds meant that growers
would receive less than $7.75, assets of the Sugar Price
Stabilization Fund Board should be used to make up the
difference. Ultimately, however, it was the millers who
would guarantee the minimum price.50 CSR was dismayed by
the award — not only by the price formula, but by criticisms
of the company contained in it. CSR judged that on the
basis of the award and the existing price of raw sugar,

SPSM would not be able to make a profit. The sharp rise in
sugar prices in the early 1970s was not expected. The
company had various alternatives. It could refuse to accept
the award, but this might lead to a major confrontation with
growers and sour its relationship with them for years to
come.”! Or SPSM could accept the award and apply immediately
under the 1961 Ordinance for a variation in the contract.
But under the terms of the Ordinance, SPSM would need to
show that there had been a material change in circumstances
since the award had been made. This would be very diffi-
cult to prove.52 Instead, CSR adopted the third course.

It accepted the award, but announced that after two years

it would dispose of SPSM's assets.

Since no private interests were willing to buy, it
was up to the newly independent government of Fiji to
acquire SPSM. After prolonged negotiations, government
agreed to take over all CSR's sugar assets in Fiji, including
land, on 1 April 1973, after which CSR would supply manager-
ial and technical staff pending localization and arrange
the sale of sugar and molasses till Fiji took this over
herself. The cost of these services, which represented a
continuing though probably a relatively small income drain
on the country, was to be met by SPSM's successor. Most
have now been phased out.>3 The sticking point in negotia-
tions was the price to be paid for the mills and transport
equipment. CSR was at a disadvantage. Having said it could
not make an adequate profit in Fiji, and in the absence
of a second-hand market for most of its assets, it was hard
to show that they were worth more than their scrap value.
On the other hand, government was also at a disadvantage.
Since it was seeking private capital from abroad, it dared
not risk scaring investors by an arrangement that CSR
might later dub as unfair. Eventually it was agreed that
SPSM should be bought for $10 million (£5 million). and
CSR's landholdings for $3% million (£1 3/4 million). Half
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the cost was to be financed by a loan from CSR in the form
of debentures which were later sold to some of the Aust-
ralian banks, and half was paid for out of general revenue.
At one point Fiji asked the Australian government for a
loan, but this was refused on the grounds that it might set
a precedent if an independent Papua New Guinea were to
acquire the assets of Australian companies.

The $10 million for fixed assets except land was
much less than the $18 million CSR had originally asked for.
It was also less than the $11 to $12 million valuation put
on the assets by Naha Singh Jain, an independent assessor
hired by the Fiji government.su Still, it was more than
the company might have received if there had been less
concern about the effect of the negotiations on private
investors. CSR did not do too badly. In fact, when taken
with the results of its milling operations in Fiji since
1960, the company had done quite well. Its anticipated
losses in the early 1970s did not materialize because raw
sugar prices were higher than expected. From SPSM's Annual
Reports, for the years ended 31 December 1962 to 31 March
1970 the company's net profits after tax represented an
annual average return of 11.02 per cent on the paid up
value of its shares. Over the next three years, when the
Denning award was in force, the return fell to 6.19 per cent.
Overall, from 1962 to 1973, annual returns averaged 9.7
per cent. This was more than the Australian banks' over-
draft rate, which averaged around 7.5 per cent.>> Table 9.2
shows that CSR's surplus of receipts over expenditure for
the years ended 31 December 1961 to 31 March 1973 was an
estimated £10,672,486 (about $21 million). Assuming away
the 1969 change in the method of calculating the consumer
price index, and assuming that the annual rate of capital
expenditure from 1962 to 1967 was constant®® and that all
outgoings and receipts were paid at the end of the company's
financial years when price levels have been taken, at March
1960 prices this was £7,372,554 (about $15 million). No
allowance has been made for any transfer pricing arrangements,
nor for the profits — which apparently were quite large —
on non sugar activities. But just taking the cash surplus
from sugar production and from the sale of fixed assets
except land, it is clear that CSR's net receipts were
considerable. Though the size of its returns in the early
1960s encouraged an expansion of milling capacity to the
benefit of those who became farmers for the first time,
the repatriation of profits meant that the surplus was
not available for investment locally.
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Table 9.2

Estimated cash flow arising from Fiji sugar milling

activities for years ended 31 December 1961

to 31 March 19732

Notes:

£F

Net préfits after taxb 9,943,294
Add back depreciation® 5,613,374
Total income d 15,556,668
Add proceeds from sale of assets except land 5,000,000
o 20,556,668

Less capital expenditure 9,884,182

" Cash surplus available for repatriation 10,672,486
Sources: Colonial Sugar Refining Co. Ltd, Fiji Sugar Mill-

ing Division, Profit & Loss Statement for year
ended 31 December, 1961, South Pacific Sugar Mills,
Annual Report of Directors for year ended 31 Decem-
ber 1962; South Pacific Sugar Mills Ltd, Directors’
Reports for years ended 31 March 1964 to 31 March
1973; Schedule 1, Documents submitted by SPSM,

vol. 4; United Nations Development Advisory Team,
Report to The Independent Chairman on a study of
the Fiji Sugar Industry 1974, 128.

8Not all the cash flow would have occurred during
this period.

bBecause of changes in methods of presenting SPSM's
accounts, it is impossible to show manufacturing
costs, etc. as separate items. No allowance has
been made for any transfer pricing arrangements.

€Calculated at 3 per cent of fixed assets (less
land) shown in the company's annual statements.

dLand is excluded because profits from the leasing
of land, yaqara, etc. are excluded.

eCapital expenditure in the year ended 31 December
1961 is estimated at the average of capital
expenditure over the rest of the period for which
figures are available.
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The Eve and Denning reports could not have been more
different. Yet both had advantages for CSR. Eve enabled
the company to accumulate a large surplus from Fiji:
Denning precipitated a withdrawal that proved to be on
quite favourable terms. It is likely that had CSR stayed
in Fiji the political climate would have made life increas-
ingly hard for the company, that it would have found itself
in conflict not only with the growers but more frequently
than in the past also with government, and that eventually
it would have been forced to leave on terms less favourable
than those obtained in 1973. Many in CSR now look back with
relief, mixed with some regret, that the company pulled out
when it did, enabling proceeds from the sale to be invested
in Australia where risks are less. From CSR's view, there
could have been few better moments to leave.

The Fiji Sugar Corporation

SPSM was replaced by the Fiji Sugar Corporation (FSC),
whose first Chief Executive was Mr Gwyn Bowen-Jones, former
Managing Director of Bookers McConnell Ltd in Guyana.
Naturally there are contrasts between SPSM and FSC. The
localization of staff has been speeded up despite a shortage
of experienced men, and management techniques current in
Europe and North America have been introduced. Bowen-Jones's
experience in overseas management was valued by CSR, which
on several occasions sought his advice on the administrative
reorganization of the company initiated by its General
Manager, Mr Gordon Jackson®’ — a neat reversal of Fiji's
normally dependent relationship with Australia. The
influence of Bowen-Jones was especially apparent in the
decision taken in late 1973 to embark on a major expansion
of sugar production at Labasa, which required an extension
of cane cultivation into the Seaqaqa region. It was hoped
that by 1979 an additional 200,000 tons of cane would be
harvested — an aim likely to be achieved — making this the
largest single attemgt to increase sugar production since
before World War I.° Though he has not always been credited
with it, the decision was taken very much on the initiative
of Bowen-Jones, who saw the expansion as a means to reduce
unit costs at Labasa and reverse the overall decline in
Fiji's output of sugar, a decline which it was feared might
lead to a loss of overseas markets. It was expected that
the project would enable more Fijians to become cane growers,
with important socio-political advantages. Many in Fiji
believed that had CSR remained there would have been no
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development at Seaqaqa, or else that the expansion would
have been on a much smaller scale.>°

Yet whatever the differences between SPSM and FSC, it
is the similarities between the two that are most striking.
There was a deliberate attempt by government and leaders of
the Federation of Cane Growers to maintain continuity, lest
the transition from one organization to another 'rock the
boat' and lead to inefficiencies. This may have been due to
the premium placed on experience by CSR which, as Bowen-Jones
found, influenced others in Fiji to think likewise; past
experience should be preserved. There was also the wide-
spread desire for stability, seen as a prerequisite for more
rapid economic development than had previously been achieved.
The general attitude was reinforced by the existence of an
Alliance government drawing support from the Fijians and
only a minority of Indians, whereas the opposition National
Federation Party obtained its support almost exclusively
from Indians. Reflecting its political base, government has
regarded sugar as a national industry whose benefits should
not be limited to the Indian community. This meant that
even if it had had the resources, it was out of the question
for government to provide growers with funds to buy a
majority of shares in the mills. Yet without such help it
is unlikely that, if a share offer had been made in the
early 1970s, it would have had more success than it had had
in the mid-1960s; the anticipated return on FSC shares
would have been less than could normally be earned from
advances to fellow Indians. So it was that no moves were
made to introduce co-operative ownership of the mills.

There was some talk in the Federation of pushing for this.
Swami Rudrananda was particularly keen on the idea, but

in the interests of stability he was dissuaded from making
it an immediate issue.®? Instead, following reports of
experts from London,®! FSC was set up as an almost wholly-
owned government corporation registered under the Companies
Act. It was to operate on the lines of a private company.
Recognizing this, in its first four years of operation FSC
has paid 7% per cent on the value of the capital in its
books, $18% million.®? This represented about 13} per cent
on the original purchase price of $10 million — a very
respectable return. Had there been co-operative ownership
and the dividend been distributed to the 16,300-odd growers
in the industry, it would have been worth an average of
about $85 (£40 2s 6d) to each farmer a year — just under 5
per cent of the average profits from cane in the exception-
ally good season of 1974.%3 Given the high propensity to
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import consumer goods, this would have been unlikely to
contribute as much to the economy as the availability of the
dividend to finance certain development projects.

The important point is that the division of interest
between growers and the millers has remained. This causes
disputes between farmers and the FSC on questions like the
burning of cane and the availability of trucks to transport
the cane. It encourages FSC to concentrate research on
areas that will increase its profits, rather than on such
areas as the development of mixed farming (though some work
has been done on this) which will almost exclusively benefit
the growers. It encourages FSC to insist that farm advisers
(extension workers) be responsible to field officers, instead
of the Agricultural Experimental Station as was recommended
in the UNDAT report on the sugar industry in 1974. FSC
argues that apart from milling its main activity is organ-
izing the harvesting and transport of cane; its subordinate
function is to improve cane cultivation. Since field
officers manage the harvesting and transport processes, they
should occupy a more senior position than farm advisers. If
the latter were responsible to the Experimental Station
there would be two lines of management and divided control.®"
The trouble with this is that growers have a high regard
for the work of the Experimental Station, and would be more
likely to accept advice on matters like fertilizer applica-
tion if it came through men responsible to the station
rather than through field officers who are less respected;
the latter are sometimes — unjustifiably — identified with
officers who treated growers harshly in CSR's day. Govern-
ment ownership also reduces the interest of farmers in the
profitability of the mills, so that as growers seek to
increase their incomes there is less of a check on demands
for a larger share of the proceeds. Following a request by
farmers for a revision of the Denning contract to give them
an 80 per cent instead of 65 per cent share, on the recom-
mendation of the UNDAT team they were awarded about 70 per
cent.®% 1In 1978 growers' representatives and the FSC agreed
to modify this formula to allow a larger share of proceeds
for growers if production exceeds 325,000 tons of cane per
season. The new formula is due to take effect in 1980.

Some wonder if FSC's share of proceeds will leave it with

a sufficient margin to maintain desired capital expenditure.
Were the mills co-operatively owned, it is likely that
growers' leaders would be more sensitive to such matters.
Conflict within the industry, then, not only between growers
and the millers but also — and of great importance — between
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millworkers and FSC,66 limits the potential contribution
the industry can make to economic development in Fiji.

In the absence of co-operative ownership, discussions
have been held on how to rationalize the existing structure
of the industry. A statutory cane growers' association to
which all farmers would belong has been suggested, but
Ministers believe that this should come through the voluntary
efforts of growers rather than through government imposed
legislation. A cane growers' association, possibly financed
at first by the Sugar Price Stabilization Fund, might be
in a position to assume responsibility for the provision of
growers' services, research into areas of concern to farmers,
and the organization of the harvesting and transport of cane.
This would leave FSC in the more economically rational
position of being responsible solely for milling, which is
where its main expertise lies. If growers organized
extension work, the transport system, etc., it might be
easier to solve the many niggling arguments which occur
during harvesting. Farmers would have a direct interest in
improving the efficiency of the transport system and farm
advisory services; they have frequently complained that the
millers do not spend enough on these. Coming from their
own organization, growers might be more willing to listen
to advice on farm management, especially on multiple
ratooning and burning. If they were more responsible for
research and the application of its results, more attention
might be paid to mixed farming, which is standard practice
in many other producing countries.®’ All this would require
that, instead of arguing among themselves, growers work
together in such an organization. Many doubt that this is
possible. The harmonious relations that have usually existed
in the Sugar Advisory Council suggest that it is. Yet how-
ever successful, such a scheme would not eliminate the basic
conflict between growers and FSC. It might actually increase
it, since differences between the farmers and the millers
could take the form of an open struggle between the Alliance-
owned (in effect) FSC, and a Federation-dominated growers'
association. Political and perhaps racial conflict in Fiji
might then be increased, adding to the insecurity which
already exists among Indians, and so deterring capital
investment.

FSC's potential contribution to economic development
is further limited by its dependence on overseas markets.
The minute size of her exports in relation to the world
supply of sugar means that Fiji has little control over
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prices. She can collaborate with other producers, but even
acting together their room for manoeuvre is limited. If
prices reach very high levels, as they did in 1974, it can
be expected that demand will drop, the substitution of
artificial sweeteners in place of sugar will occur and new
producers will enter world trade; the world price will then
fall, as happened in 1975 and 1976. And if the fall is
sustained, prices under long-term agreements could be
affected. Of special importance is the recent development
of fructose glucose syrups which are manufactured from
starch (almost exclusively maize). The syrups have compar-
able sweetness to sucrose and are cost competititve when
the price of raw sugar is high. Modern technology makes

it possible to produce starch sweetener at short notice,

if necessary. In the medium term the availability of this
substitute limits the potential rise in the price of raw
sugar, though in the long term the position is not so clear
since cane sugar processing meets many of its energy needs
by using fibre in the cane. It is comparatively less
energy intensive than the manufacture of starch sweeteners,
and this would be of advantage if energy costs continue to
rise in real terms. Nevertheless, the long-term level of
demand for sugar is expected to rise at a slower rate than
in the past, largely because the world's largest importers
are the industrialized countries where per capita consumption
is tending to fall as a result of health factors and
increased competition from substitutes. The market in
developing countries is not growing sufficientlg fast to
create a rapid growth in world demand overall.®

Besides access to the United States and Canadian
markets, Fiji has long-term agreements for the sale of sugar
to New Zealand, Malaysia and Singapore. By far the most
important agreement is with the European Economic Community.
Under the Lomé Convention, the sugar provisions of which
superseded those of the CSA and which came into force on
1 April 1975, Fiji can sell to the EEC for an indefinite
period about 166,000 metric tons of raw sugar a year, at an
annually negotiated price in the range of that paid to EEC
beet producers. This is very different from the negotiated
price formula under the CSA, which for specified quantities
of sugar virtually allowed automatic price rises in line
with increases in production costs. Since 1975 prices under
the Lomé Convention have gone up by much less than the
production costs of ACP — African, Caribbean and Pacific —
exporters covered by it. This has partly been because
inflation rates in ACP countries have generally been higher
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than in the EEC. But it has also been because the Community
has become a major exporter of raw sugar, following the
world shortage in 1974-75. This has meant that the 'natural'
market in Britain for Commonwealth producers has disappeared.
Under the CSA Britain reserved about two-thirds of her market
for Commonwealth sugar. This market can now be supplied
entirely from within the EEC, with the Community still
having a surplus for export. The Lomé Convention's obliga-
tion on the EEC to import each year 1.4 million metric tons
from ACP producers has forced the Community to export large
quantitites of domestic beet sugar. In gross terms, the
EEC is now the largest exporter of raw sugar in the world.
The presence of a sugar 'mountain' has encouraged the EEC
to grant minimal price rises to beet growers, and hence ACP
producers, while the end of the natural British market for
Commonwealth exporters has weakened their bargaining position.
Moreover, with the EEC now a large exporter,its participation
is probably essential if the International Sugar Agreement,
negotiated in 1977, is to stabilize at higher levels the
current world free price of sugar. And given the deficiencies
of the Lomé Convention (in the view of ACP producers), an
effective ISA is especially important for Fiji as well as
for other ACP countries. Yet because of its sugar surplus
the EEC has refused to sign the ISA.®69

Dependence on overseas markets brings other problems.70
Tariff barriers deny Fiji the opportunity to increase its
earnings by exporting high quality sugar — say plantation
white of 99° polarization. Industrialized nations have also
imposed tariffs to keep out imports of refined sugar. Per-
haps Fiji could produce industrial alcohol. But again the
country would be at a disadvantage because, with part of the
molasses from sugar being extracted during the refining stage,
it would be more difficult to provide the distillery with a
large enough supply to obtain economies of scale. Further-
more, to be viable the plant would need to produce for
export as well as for the home market. Yet potential markets
overseas are dominated by distilling companies which have an
interest in preventing the import of a competitive product.
In any case, their economies from producing on a larger
scale make it unlikely that Fiji could compete. In 1974 a
Japanese company considered building a distillery in Fiji,
because Japan was tightening up on anti-pollution laws and
the company wanted to export pollution to Fiji instead.
Negotiations with government broke down on this issue and
partly because the bottom fell out of the industrial alcohol
market. If the market improves, it still seems unlikely
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that a distillery would be built in the country unless the
waste-disposal problem were solved. Yet if technology were
to make a solution possible the incentive for the Japanese
to invest in Fiji would be reduced; they would be likely

to prefer the economies of scale from producing industrial
alcohol in Japan. The amount of value, then, which Fiji
can add to the sugar she already makes is limited. And so,
although the industry will continue to earn valuable foreign
exchange and will provide a livelihood for a large number
of people in the country, there are severe restrictions on
its potential contribution to economic development in Fiji.



Chapter 10

Conclusion

CSR's contribution or otherwise to economic develop-
ment has always been a controversial matter in Fiji. Sir
John Thurston, who did so much to encourage the company to
build Nausori, soon had doubts about how far the colony
would actually benefit from CSR's activities. Since then
others have had similar reservations. In the 1950s and
1960s the question of CSR's contribution to the economy
became a major issue.

In fact the gains to Fiji from the sugar industry have
been quite considerable. The establishment of plantations
led to the creation of substantial social and overhead
capital in the form of transport facilities, telecommunica-
tions, electricity and water supplies, schools, clinics,
etc.! Previously idle land was brought into productive use,
and employment — albeit under dreadful conditions — was pro-
vided for Indians, many of whom were destitute before they
migrated. To some degree these benefits would have ex-
isted irrespective of the plantation crop. But the fact
that sugar was grown was of great advantage to Fiji, since
sugar is thought to give higher net returns to land and
labour than many other tropical crops.

The long-term survival of the industry depended on
a substantial inflow of capital. This might have been
supplied by Australian and New Zealand banks, which in the
late nineteenth century were financing some of the smaller
mills in Fiji. Instead, large-scale investment was under-
taken by CSR, which already had expertise in sugar and was
developing a large milling capacity in Australia. This
benefited Fiji. The number and size of CSR's mills reduced
the unit costs of research, perhaps helping the company to
be more innovative than if it had been operating in Fiji
alone. Gradually, CSR acquired an expertise in the manu-
facturing process which has put it at the forefront of
milling technology. Though its cultivation work was not
always advanced,2 the company's research into cane

248
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breeding, disease control and the like was helped by the
exchange of results between its Fiji and Queensland estab-
lishments. In 1973 the company bequeathed to FSC an ex-
tensive collection of cane seedlings which are invaluable
for research, and which apparently have been the envy of
places like Hawaii.3 The high quality of Fiji's sugar has
been one reason why she has obtained a foothold in the
important United States market, as well as being able to
sell elsewhere. Another has been the extent of CSR's market-
ing resources. Beside selling Fiji's sugar, as agent of the
Queensland government since 1923 the company has marketed
all the sugar produced in Australia. By World War II
Australia had become the largest single exporter of raw
sugar in the Commonwealth and one of the largest in the
world. The result was economies of scale in marketing which
had advantages for Fiji. The unit cost of paying relatively
high salaries to attract top quality staff was lower, while
the acquisition of markets for Fiji owed something to the
experience gained, and the extensive network of contacts
made, by the company from marketing exceptionally large
quantities of sugar. Thus one of the legacies of CSR has
been an industry capable of producing excellent sugar with
markets in which to sell that sugar. It is possible that
one or several companies operating exclusively in Fiji

would not have done so well.

The structure of the sugar industry since the 1920s
has brought particular benefits to Fiji. Indeed, the
introduction of the smallfarm system has been regarded as
one of CSR's major achievements. The scheme's success
depended on the company providing growers with certain
external economies of supervision, research, etc. As a
result, at virtually no cost to CSR, growers received
higher incomes than if they had remained as labourers, and
to some extent these incomes have had a multiplier effect
through the rest of the economy. Moreover, it seems that
since the 1930s costs of production have risen less rapidly
under the smallfarm system than they would if cane had
been grown on estates with wage labour. Between 1939 and
1973 average cane prices went up by 647 per cent: in the
same period the average unit cost of non-salaried mill
workers rose by almost twice that — by over 1,163 per cent.
The slower rise in cane prices can be partly attributed
to the relation since 1940 between the price of cane and
that of sugar. Movements in the wages of millworkers on
the other hand have been much less affected by changes in
the sugar price. It is likely that if cane had been grown

"
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on estates, as in the mills there would have been strong
pressure for the wages of labourers to increase at a faster
rate before 1973 than did the earnings of cane farmers.

This is because estate workers are more easily mobilized

by union leaders than scattered, and relatively conservative,
peasant farmers. The brake on labour cost increases which
has been imposed under the smallfarm system is one reason
why the cost of producing raw sugar in Fiji, estimated at
about £50 a ton in 1974, was well under half the average
cost in the Commonwealth Caribbean where cane is grown
mostly on estates.® This cost-competitiveness has not only
made possible an expansion of sugar production but gives the
Fiji industry a relatively secure long-term future at a time
when the world market for sugar is uncertain.

Clearly, the sugar industry has had an important
impact on the development of the economy. Yet in view of
Fiji's concern with the problems of economic development,
the question is why this impact has not been greater.

Apart from price constraints imposed by the nature of the
world market, one reason is that most of the value in the
final product has been added outside Fiji. George Beckford
has emphasized how plantation enterprise is often vertically
integrated into the rest of a company's operations.® This
was not so much the case with CSR's interests in Fiji after
the 1920s, for apart from the sale of molasses to its '
Australian distilleries and sugar to its Auckland refinery,
most of its Fiji output was transported in non-CSR ships to
non-CSR refineries. It was left to other firms to profit
from handling and processing sugar once CSR had finished
with it. Yet these companies were foreign owned, so that

as far as Fiji was concerned the effect was the same as if
the industry had been more closely integrated into CSR's
other activities. Profits from transporting sugar to markets
in Europe, North America and elsewhere have been made by
Elder Smith Goldsbrough Mort Ltd, the Australian shipping
brokers used by CSR; they are still used by the Fiji Sugar
Marketing Co. Ltd, which has been responsible for selling
Fiji's sugar since 1 April 1977. Then, of course, returns
from refining sugar and producing confectionary, etc., as
well as the gains to CSR from distilling molasses, have not
accrued to Fiji either. Similarly, inputs of machinery,
fertilizer and, to some degree, fuel for the mills have come
from abroad. Thus, as is so often the case with plantation
enterprise, many of the forward and backward linkages from
sugar production have occurred largely outside the Fiji
economy.
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Also important have been other limits placed on the
amount of income created within Fiji by the sugar industry.
They include efforts by millers and plantation owners to
keep down labour costs in order to maximize profits. The
need for cheap labour explains largely the main developments
in the history of the industry — the introduction of in-
dentured labour, the transition to smallfarming and the
disputes between growers and CSR. The indenture system
enabled planters to keep wages below their free market rate.
On plenty of occasions, especially in the 1920s and 1930s,
CSR used its dominant position in the labour market to
hold down the wages of free Indian labourers; before 1940
it extracted forced labour at wages below the market level.
The company tried to pay the minimum price for cane, doubt-
less thinking this was necessary for the success of its
operations, but it seems that .in the 1940s CSR could have
afforded a higher price. One result of low wages and cane
prices was that, till fairly recently, there was little
incentive for Fijians to become involved in the cash economy
either as plantation labourers or cane growers. Many were
left on the periphery of a peripheral economy. Another was
that the purchasing power of Indians, and hence the general
level of economic activity, was limited. The conflict of
interest between CSR, which wanted to maximize its earnings,
and growers who wanted to maximize theirs, caused income
to be lost through strikes and the many small disputes which
impeded the efficient harvesting and transport of cane.
Finally, the size of the Indian population today stems
ultimately from the industry's demand for cheap labour. Yet
the conditions on which plantation agriculture was allowed
to flourish in Fiji — namely, that Fijians retain control
of most of the land — has made it more difficult for Indians
to feel they belong to the country which is now their home.
The insecurity which results has encouraged many, especially
Gujerati storekeepers, to repatriate some of their incomes
to India or (of recent importance) to relatives in Canada.
The amount available for expenditure within Fiji has been
correspondingly reduced. There is the possibility, too,
of mounting tension between the Fijians and Indians. If
this happens, it will undermine the political stability
which is necessary for economic development.

Sugar's contribution to income growth has been further
limited by Fiji's dependence on imports, which has been
partly due to the unequal distribution of income.’ The
sugar industry has contributed to this by minimizing the
cost of labour while at the same time, especially before
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the 1960s, it relied on skilled expatriate staff who were
attracted to Fiji at salaries comparable to the high rates
in Australia. 1In 1936 about 12.5 per cent of Europeans
employed in the colony were directly engaged in the sugar
industry; in 1956 the proportion was about 10 per cent.8

To this should be added the Europeans employed in such

other activities as wholesaling and retailing, which depended
heavily on the income created by the sugar industry.
Accustomed to consumer articles produced abroad, the European
élite (which is now outnumbered by well-to-do Indians and
Fijians) imported foodstuffs and clothing, for example,
instead of buying items produced locally. The demonstration
effect of imports may have increased resistance among
Fijians and Indians to goods of lower quality but produced
within Fiji. The fairly recent development of import sub-
stitute industries, such as beer and cigarettes, might have
occurred sooner if income had been more equally distributed.
The demand for high quality imports might then have been
less, while that for lower quality domestic products might
have been greater. In other words, with its high incomes
eating a large slice of the national cake, the élite created
by the sugar industry dropped few crumbs for the local
population.

Not only has there been a leakage of funds abroad
through the purchase of imports,but there has also been
leakage caused by the repatriation of CSR's profits. From
1887 to 1910 the company's annual average return before tax
in Fiji was 6 per cent which compared unfavourably with the
6 to 9 per cent charged on overdrafts by Australian trading
banks in the period. From 1915 to 1923 the Colonial Sugar
Refining Co. (Fiji and New Zealand) Ltd yielded an annual
average return of 14.7 per cent, twice the Australian over-
draft rates. Assuming no revaluation of CSR's assets in
1941, from 1924 to 1943 returns before tax averaged about
7.3 per cent a year, compared with the interest on Aust-
ralian bank overdrafts of between 4.25 and 8 per cent.

From 1939 to 1950 average annual returns before tax were
14.73 per cent, whereas Australian overdraft rates ranged
from 4.25 to 5 per cent. Between 1950 and 1960 returns
averaged about 7.5 per cent and Australian overdraft rates
were between 4.5 and 6 per cent. From 1962 to 1970 average
returns after tax on paid up capital in SPSM were 11.02 per
cent, well above the maximum overdraft rate in Australia.
But because of the effect of the Denning award, from 1971
to 1973 the average return fell to 6.19 per cent, which was
slightly below the maximum overdraft rate.
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However, the figures have to be treated with care.
Profits since 1923 have been measured against the value of
assets (plus an allowance for working capital and stocks)
shown in CSR's half-yearly reports to 1960, and against the
paid-up value of SPSM's shares after 1962. In judging how
accurate these asset valuations were, ideally the historian
would calculate the amount CSR invested in the industry each
year, and convert this into real values by using a price
index. But no price index exists for the years before 1939
(though one could be constructed), while figures for CSR's
investment in Fiji before 1943 are incomplete. Thereafter,
trade reports show the value of imports of sugar milling
machinery, rails, locomotives and parts, and rolling stock
and parts, though the values are expressed in f.o.b. terms
which underestimate total capital expenditure. Before 1943
figures for some of the years are unavailable, while there
are no figures for rolling stock and parts (which were
important components of total investment). Thus CSR's
annual capital expenditure can only be estimated very
approximately, and this makes it impossible to calculate
accurately the value of assets at the end of each financial
year. Moreover, the profit figures do not allow for transfer
pricing arrangements. For a long period Fiji's molasses was
sold for less than its value on the open market, so reducing
the returns from milling. At times, head office expenses
may have been too high. Furthermore, CSR's allowance for
depreciation and replacement seems to have been excessive.
Though total capital expenditure since 1940 appears to have
exceeded the sums charged to depreciation, much of the
expenditure was designed to increase the capacity of the
mills. Expenditure on replacing old machinery was probably
about equal to, or less than, amounts put aside over the
period to cover depreciation. From 1924 to 1940 the deprecia-
tion allowance was more than total capital expenditure, which
included the purchase and the enlargement of the Penang mill.
No doubt before 1924, when machinery was relatively new,
depreciation charges would have exceeded replacement expend-
iture by an even larger amount. It may well be, then, that
profits were bigger than the quoted figures suggest.

In terms of their significance for the Fiji economy,
what counts is not profits shown as a percentage return on
investment but the total cash surpluses which CSR could
remit abroad. The surpluses were considerable. By 1911
the company had been able to repatriate in profits at least
as much as it had invested in the colony. The return of
over 118 per cent from 1915 to 1923 implies that during
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those years CSR again could have repatriated an amount
equal to, or more than, its original investment in Fiji.
Thereafter, as Tables 6.6, 7.13, 8.9 and 9.2 have shown,
CSR was able to take out of Fiji in profits over twice as
much as it put in as investment. If anything, the surplus
was larger still, since estimates of capital expenditure
before 1950 have been designed to over- rather than under-
state the true position. In relation to the size of the Fiji
economy, the amounts available for repatriation were pretty
large. They might have added substantially to national
income if they had been reinvested in Fiji.

The sugar industry's contribution to economic develop-
ment was further limited by CSR's failure to encourage the
maximum use of land — a failure which stemmed from the
company's specialization in sugar. In 1959 the Burns
commission noticed large areas of CSR-controlled grazing
land lying adjacent to Indian cane farms, particularly in
the provinces of Ba and Ra. Much of the land was over-
stocked with growers' cattle, a tendency of little concern
to CSR since it was not reflected in the company's profit
and loss accounts. CSR was criticized for taking less care
of these areas than land which it had leased for cane farm-
ing. The commission also noted that Stockdale in 1936,
Shephard in 1945 and Sir Geoffrey Clay in 1954 had all
emphasized the need for research into ways that cane might
be integrated into a system of mixed farming which would
increase growers' incomes; yet nothing had been done about
it.2 1In the 1930s CSR had feared that the development of
alternative crops would draw labour away from the sugar
industry: but it made little effort to see if crops whose
labour inputs were complementary to cane could be grown.

As underemployment increased after the 1930s, the danger
that new crops would compete for labour was much less.
There was every reason to think that Indians would adopt a
system of mixed farming if it could be devised. Depending
on labour requirements, the opportunity cost to the farmer
of growing additional crops would be low since for much of
the year cane demands relatively little attention. Markets
were not necessarily a constraint; in 1947 there were
complaints from New Zealand that Fiji's supply of peanuts,
which can be grown with cane, was not large and reliable
enough.1? Many Indians grow rice and dhal, among other
crops, on plots adjacent to their farms, or on their farms.
What was needed was to extend the opportunities for mixed
farming, but CSR's dominant position in the economy en-
couraged government to leave research on such questions to
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the company. And CSR gave it low priority since mixed
farming would not have contributed directly to profits
(though it might have increased the sense of wellbeing among
growers which would have been to the company's advantage).
Consequently, Indians were deprived of the opportunity to
employ some of their surplus labour.

Finally, the industry which has always been risky has
been made even more high risk by the current uncertainties
over the future markets for sugar. Unlike the CSA, the Lomé
Convention does not offer the prospect of automatic price
rises to meet increases in the average unit production costs
of sugar exporters covered by the agreement. And with the
end of a 'natural market' in Britain for Fiji's sugar, the
industry is more dependent than ever on political forces
overseas. Moreover, now that the EEC has become a large
exporter of sugar and has not signed the International Sugar
Agreement, the medium-term outlook for the free world market
is not bright. 1If the market remains depressed, when the
time comes it will be hard to negotiate with New Zealand,
Malaysia and Singapore new long-term marketing arrangements
as favourable to Fiji as the existing ones. Together with
limits on the contribution of sugar to economic development,
this could create a situation where it would have been
desirable to shift resources — to a greater or lesser
extent — away from sugar to the production of exports whose
markets are more secure and perhaps more remunerative, or
to the production of goods for domestic consumption. Yet
the cost of this would be high because of the amount of
capital committed to sugar production. Since the plant
(apart from the rail system) is highly specific to the
industry, for the most part it cannot be used for the
production of other goods; nor can it be easily sold. Thus
most of the investment in mill machinery, for example, would
have to be written off, thereby largely — or totally —
negating the gains from diverting resources away from sugar.
So it is that there are few choices open to Fiji on how to
combine factors of production presently engaged in sugar.
There is little alternative but to allow a large sector of
the economy to remain dependent on a crop which is high risk,
and whose potential to contribute further to economic develop-
ment is relatively small.

It is clear, then, that although sugar has helped to
develop the Fiji economy, the very nature of production has
imposed severe limits on the extent of its contribution.
The question remains of how benefits from sugar have been
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distributed within Fiji. This is difficult to answer, yet

a tentative assessment can be made. What counts is not

total gains, but net gains — i.e. total gains less any costs.
Now there can be no doubt that the owners of capital have
done well. Even if CSR did not make super profits, the
earnings it could repatriate from Fiji were pretty large —
at least, they were large enough to persuade the company to
invest periodically in an expansion of the industry.
Repatriated profits were available for investment in the
Australian sugar industry, and since the 1930s in the
diversification of CSR's activities. Merchant capital also
benefited since the income generated by the industry through
salaries, wages and payments for cane created a demand for
merchandise. Money-lenders made profits on advances to
growers. Though the limited spread effects of the industry
placed restrictions on the expansion of trade, the net gains
to merchant capital — as well as to CSR — were very consider-
able.

Government benefited from the revenue contributed
by sugar not only directly but indirectly, through the
industry's stimulus to trade. Customs duties accounted for
58 per cent of total revenue in 1913, 54 per cent in 1939
and 44 per cent in 1974.1! Though the industry created new
problems for officials, especially in governing the Indian
population, it also helped the administration maintain
political control. Investment by sugar companies in the
late nineteenth century strengthened government's hand
against critics who thought the native policy was hindering
trade. Much later CSR acted as a buffer between the admin-
istration and Indians, deflecting some of the latter's
anti-European sentiment away from government towards the
company. The chiefs in cane districts have obtained a large
share of the rents from land. Thirty per cent of rents from
areas under their authority are paid to the heads of the
vanua (or confederation of yavusa), the heads of the yavusa
and the heads of the mataqali, the land-owning units who
comprise the yavusa. In 1959 it was not uncommon for the
head of the vanua to receive £200 to £300 a year in rent.
The sums would have been larger if the terms on which land
was originally leased had permitted reassessments of rent,
in order to maintain its real value. Reassessments during
the lease have occurred only since the late 1960s. Never-
theless for the chiefs, and also for government, gains from
the sugar industry have far outweighed the costs.

12

For the great majority of Indians and for Fijian
commoners net gains were probably not so large. True, they
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have benefited from government expenditure financed by the
revenue raised as a result of the sugar industry. Expend-
iture on health, for example, has led to a sharp fall in

the infant mortality rate from thirty-nine deaths per 1,000
in 1958 to twenty-five in 1967.!3 It would be interesting
to examine the distribution of government expenditure between
Indians and Fijians on the one hand, and Europeans on the
other: the distribution between Indians and Fijians would
also be interesting. It is likely that for many years per
capita expenditure favoured Europeans. Gillion notes that
in 1928 over all those aged 5 to 14, government spent £8

per head on educating Europeans, 12s on Fijians and 5s on
Indians.!* Yet even if it was found that in general Indians
benefited least from government expenditure, no one can deny
that materially most are far better off now than if their
parents or grandparents had stayed in India. But this higher
standard of living has been attained at considerable cost.
The humiliating circumstances under which indentured
labourers were brought to Fiji is still a source of resent-
ment today. Of course, a number of Indian businessmen are
also descended from indentured labourers, but the majority
are either 'free' migrants themselves or the descendants of
free migrants. Thus, most of the cost of the indenture
system has to be set against the gains of Indian farmers
rather than against the gains to merchant capital. More-
over, instead of owning the land, growers are tenants
occupying leases whose terms have never exceeded thirty
years. Insecurity of tenure has made it very difficult for
farmers to feel that they belong to Fiji: yet unlike Gujerati
migrants who dominate much of business and have close ties
with India, they have no other home. And then there is

the underutilization of land and labour associated with

the spread of plantation enterprise, which prevents the
sugar industry making a bigger contribution to solving the
problem of underemployment. in cane areas. Although the
gains from sugar production outweigh these costs, it is
likely that attention will focus increasingly on the ways
the sugar industry has limited — and still limits — Indian
economic advancement.

Fijian commoners have also benefited from sugar. Some
have obtained casual and off-farm employment in the sugar
mills and cane harvesting gangs. A growing number are
becoming cane farmers as well. At the 1966 census 5,269
Fijians were engaged in the sugar industry, mostly in the
cultivation of cane.l!® Those in sugar districts have
received rents which would not have been available but for
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plantation agriculture. Yet the size of this income has
been small, partly because of the failure to reassess rents
till recently, and partly because of the 30 per cent share
paid to the chiefs and the further 25 per cent which goes

to the NLTB to cover its expenses. After these deductions,
in 1958 the average annual rent received per head of the
Fijian population in Ba and Macuata, both cane provinces,
was only £1.78 and £1.81 respectively. Nor has the chiefs'
portion usually been invested so as to increase village
incomes. As Spate put it in 1959, 'the chiefs, the natural
leaders of society, have often in sober truth been debauched
by easy money, while most people receive a pittance scarcely
worth saving'.16 Like Indians, many Fijians are also suffer-
ing from the limited spread effects of sugar which make it
harder to find jobs. As the population grows and the spread
effects of the industry (and other sectors of the economy)17
remain comparatively small, the shortage of land already
evident in some districts will become steadily more acute.
Yet the price Fijians must pay to reoccupy areas which are
leased is racial conflict on a scale that the vast majority
wish to avoid. To many Fijians, it must seem that the
problems connected with land outweigh much of the benefits
received from sugar.

So it is that while the owners of capital, government
and many of the Fijian chiefs have done quite well from
sugar, net gains to the mass of the Indian population have
not been so great, while for commoners net gains have been
relatively small. In 1879 Thurston had promised Gordon
with reference to potential sugar investors, 'I shall do all
I can to induce them to embark their money without making
any sacrifices.' After nearly one hundred years, it seems

that Fiji has made larger sacrifices than Thurston expected.18
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