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Introduction

I have been asked to address the topic, “The Impact of Cultural and Social Norms on the Possibilities for Economic Development in Remote Aboriginal Communities”, and in doing so draw on my experience of economic development in the Pacific islands countries. This particular interest of the organizers of the conference in Pacific island societies acknowledges the fact that, similar to Australian Aboriginal communities, indigenous Pacific communities are communities in which sharing and a close relationship to the communally-owned land are very important values or norms that pervade social and economic life.

I draw four lessons from the Pacific that I believe are relevant to remote Aboriginal communities. First, the high value placed on sharing within indigenous Pacific communities makes it difficult to run profitable businesses in these communities without some means of “quarantining” the assets and incomes of the business from the social obligations of the communities. Second, the respect for authority within indigenous communities results in a propensity for control over assets and income streams by “big men” and points to the need for much greater attention to good governance in the management of community assets and incomes. Third, policies and other interventions will have a much greater likelihood of success if they are designed in recognition of the norms of the collectivist indigenous culture. Fourth, facilitating the movement of Aboriginal peoples in remote communities between the two Australian “economies” will provide the only viable future for these communities.
Culture and institutions
I will not dwell on definitions of culture and cultural and social norms. Clearly, opinions on the definition of these words differ greatly. In 1992, McGrath, MacMillan and Scheinberg (1992) counted 164 definitions of the word “culture”. It is best, therefore, just to repeat what seems to me to be a reasonable definition of culture: one proposed by Herbig and Dunphy (1998: 13):
Culture is the sum total of a way of life, including such things as expected behaviour, beliefs, values, language, and living practices shared by members of a society
Cultural and social norms I take to be the “rules” that a society agrees to live by and these are derived from the beliefs, ideas, and ideologies held by the society. These rules or norms are what economists see as the basic “institutions” of a society. As Douglass North (1994), the Nobel prize-winning economic historian, argues, ideas, ideologies, myths, dogmas and prejudices are the “knowledge” that forms the basis of a society’s belief structure. In turn, belief structures—the cumulative experience of past generations embodied in culture—are transformed into the institutions of a society. It is these institutions that determine individual behaviour.
The norms that determine the behaviour of individuals may be formal (written into legislation) or informal. Formal rules are usually enforced through the formal law and justice system. Informal rules (such as accountancy standards or social club constitutions) are usually enforced through social pressure such as sanctions by or rejection from the “club”. Formal rules are able to be enforced through the law and justice system when there is, in Weber’s terms, a “legitimate monopoly over violence”. When society’s monopoly over violence is contested, as exhibited in tribal fighting in some provinces in Papua New Guinea, or when youth refuse to behave in conformity with the informal norms of social behaviour, such as in the widespread use of drugs in Pacific countries, there can be extreme social dysfunction.
Do cultural and social beliefs, values, and norms differ from one society to another? From my observations, many of the values that societies hold dear are much the same. Respect seems to be a pervasive value. “Do unto others” seems to cover many of the values that people in many countries say are important. The religious, political, and economic beliefs are the ones that appear to vary most between societies.

I am an economist and do not profess a knowledge of cultural studies. But in coming to grips with economic development in Pacific countries, it became obvious to me that I needed to understand the cultures of Pacific societies. I have to say that while I am a neophyte in cultural studies, I do not feel a great reluctance to talk about the relationship between culture and economic development, as anthropologists and others who study cultures appear to have no reluctance in expressing their views about economics.
The most useful writings that I have come across in writings about cultures, norms, values, etc., are those by Geert Hofstede on the classification of societies by cultural characteristics. Perhaps what appeals to me most in his work is that it is operational. Moreover, it is consistent with the views of economists such as Douglass North and Mancur Olson on the role of institutions in economic development. 

In what I take to be his most important work, Hofstede (1980) classified societies according to four cultural dimensions: (i) Uncertainty avoidance—a society’s tolerance for risk and uncertainty; (ii) Power distance—the extent to which members of a group will accept that power is distributed unequally; (iii) Concepts of masculinity and femininity—the expected gender roles in a society; and (iv) Individualism versus collectivism—the degree of individual or collective orientation. In later work (Hofstede and Bond 1987), after studying the successful East Asian economies, a fifth dimension was added: Long-term versus short-term orientation—long-term orientation values thrift and future rewards, whereas short-term orientation values the past (respect for tradition) and social obligations.
All of these “dimensions” or characteristics of a culture have implications for its economic development; moreover there is interaction between them. A culture that has a higher risk preference is likely to take more chances with its investments, while a culture that values thrift will have more savings to invest. Also, a society that has a higher tolerance for hierarchal inequality will likely tolerate more income inequality and will probably have more difficulty in achieving good governance because of its inability to sanction the politically powerful. Further, societies that tolerate men having a more powerful role in society will suffer because in doing so they forego the full value that women can offer.
While all four dimensions I have just mentioned will have an impact on how an economy develops, I believe that the cultural dimension that makes the biggest difference between societies in this regard is whether it is basically individualistic or collectivistic. I do not mean to imply that some societies that are essentially individualistic may not also have some more sympathy for collective action than others. But if a society is essentially collectivistic, the value placed on sharing is uppermost. On the other hand, we associate an individualistic society with personal achievement, saving and investing, and individuals looking after their own families.
Collectivist culture and economic development in the Pacific
Most people in Pacific island countries live in a communal/collectivist system within the village sector (as opposed to the largely individualistic system of land ownership and business activity prevailing in the few urban areas of these countries, which has its roots in the colonial administrations of these countries). In the village sector, individual ownership of the means of production is generally absent and a very high value is placed upon the community and its relationship to their land, and on the sharing in activities and of income and assets.

The custom of asking relatives or friends (wantoks in Papua New Guinea or Solomon Islands) for assistance in the form of cash or kind is Pacific-wide. This custom is known in Kiribati as bubuti; in Fiji it is known as kerekere; in Samoa it is called Fua Kavenga; and in Tonga it is known as fakamolemole. Non-compliance with this custom “is an invitation to anger, disrespect and ostracism” (Rao 2005: 62). Ravuvu (1988) notes that individualism is loathed and discouraged in Fijian society. Of course, using such measures to ensure that individuals stay within a social group is not peculiar to the Pacific but is practised by all social groups.
The roots of the practice of sharing in many traditional societies is said to go back to a time when harvesting of food was often opportunistic and storage was difficult. In these circumstances, it is rational to share resources in anticipation that those participating in one’s good fortune today will be under an obligation to return the favour tomorrow. In circumstances such as Australia where the nomadic way of life of Aboriginals may have been necessary because of the low productivity of the land, the accumulation of possessions and surplus food was a hindrance. Again, sharing and reciprocity was a rational response to the environment. This practice may not seem so necessary today, given the availability of storage and savings facilities; but as Jared Diamond (2005) observed, “the values to which people cling most stubbornly under inappropriate conditions are those values that were previously the source of their greatest triumphs over adversity”.
Most of the land in the Pacific island countries, especially land outside the few urban areas, is held under communal ownership. However, this custom is creating considerable tension, for various reasons. Increasing food yields on lands held in common is clearly difficult because of the adverse impacts of this form of land tenure on access to credit, investing, and individual effort. In the past when population growth outstripped the capacity of the land, Pacific peoples could set out in search of new islands to settle—which they obviously did very successfully.

They are no longer able to do that because sovereignty has been declared over all the land on the planet. Moreover, population growth was much slower in those days than over the past 50 years or so, during which the world’s population has experienced very rapid growth as the result of a unique set of events: safer water and sanitation and immunization against infectious diseases leading to lower infant and maternal mortality and longer life expectancy. Today, Pacific populations are increasing at annual rates of growth as high as 2.5 per cent. In the absence of substantial investment in the communally-owned land there is no possibility of productivity increasing at anywhere near this rate in order to maintain per capita food consumption. But unless special arrangements are made, in a sharing, communal society there is an absence of secure individual title to land, an absence of savings, and little or no capacity to borrow, and therefore little incentive for entrepreneurship, investment and individual effort.

The increased food demand from the increasing populations has to be satisfied by increasing the farmed area. Otherwise, people have to leave the village to try to find work in the towns or to work overseas. In a sense, therefore, Pacific peoples are still “on the move”. In Tonga, for instance, remittances comprise over 50 per cent of Gross National Income. The share is about 20 per cent in Samoa and it is growing rapidly in Fiji. It is estimated that 90 per cent of Cook Islanders live overseas. Much the same holds for the micro-island states of Niue, Nauru, Tokelau, and Tuvalu. Thus, most of the people from these small, remote communities live and work elsewhere and are educated with this objective in mind. They regularly send remittances to their families and church; moreover, they return on holidays frequently; and some eventually return permanently when they retire.
But the same is not true for the larger Melanesian countries—Papua New Guinea, Solomon Islands, and Vanuatu—that do not have easy migration access to Australia, New Zealand and the US. In these countries, literacy rates are significantly below those in the Pacific countries with relatively easy access to metropolitan countries. Parents do not have the incentive to educate their children, as they cannot migrate and there are few job opportunities within the country.

Given the rapid rural-urban migration taking place in Pacific countries and the increasing familiarisation of indigenous people with market-based societies, with their emphasis on individualism and individual wealth creation, indigenous people are more and more attempting to become entrepreneurial and develop their own business activities. However, the culture of sharing still holds strong sway and, as Reddy (2001: 201) found in countries such as Fiji, Samoa, and Solomon Islands, it poses a significant hindrance to the development of indigenous business enterprises. This is in contrast to the business performance of the Chinese, Indians, and other non-indigenous ethnic groups in Pacific countries. With respect to Indo-Fijians, Reddy found that their culture was favourable to entrepreneurship given their “willingness to invest in anticipation of future returns, saving from current income, frugality, risk-taking for bigger returns in the future, sacrifice and hard work on an individual basis now for greater consumption in future” (Reddy 2001: 102).
The evidence from the Pacific is in conformity with evidence from elsewhere that entrepreneurship is more associated with individualistic societies than with collectivist societies (see, for example, Hofstede 1980, Hofstede and Bond 1988, and Ravuvu 1988). I do not believe that this means that the individuals within these different societies differ in their abilities. Individuals who move out of collectivist societies into individualistic societies can be just as entrepreneurial as the people born into the individualistic societies. In fact, people who migrate are likely to be inherently more entrepreneurial and risk-preferring than those who do not. It is the institutional rules that determine their behaviour (North 1994, Olson 1996); or, as Hofstede says, it is the society that is individualistic or collectivistic, not the individual.
The differential impacts of collectivist behaviour in different circumstances may be illustrated by examples from some research in Solomon Islands that I supervised (Lenga 2005). The study looked at the effectiveness of an aid donor’s projects aimed at rehabilitation of incomes in villages that bore the brunt of the violence during the civil unrest of 1997 to 2002. In one project a group of women were provided with young chicks and feed, for the purpose of raising the chicks for sale. However, the project failed because friends and relatives of the women asked for the fattened chickens but felt no obligation to pay for them. This example illustrates a widespread problem in the Pacific, that of the breakdown of reciprocity—a problem that increases the difficulty of running profitable indigenous businesses.
Another aid project was concerned with the setting up of a water supply system for the village. To be successful, the project needed landowners to cede rights to their land to allow the water to reach the village. The project was seen as one that could only be successful if it was handled as a collective enterprise. Unlike the individual chicken-raising business activity, the collective activity was successful. It has been argued that the success of such collective action in communal societies can be explained in sociological terms as the result of the “loyalty dynamic” in these societies (Rokholt 2000). Success of collective action can also be explained in economic terms as when the benefits accruing to the individual outweigh the costs incurred (see Olson 1982).
Other studies that I have been associated with illustrate other difficulties facing indigenous Pacific islanders becoming involved in business. I have been trying to find ways to increase agricultural productivity in Pacific countries so as to increase the welfare of people in the village sector and to reduce the rapid rate of rural-urban migration that is depopulating the outer islands and other remote areas. In searching for the binding constraints to indigenous farming enterprises, it became obvious that it is very difficult for them to enter into enforceable contracts. Enforceable contracts, requiring well-defined and secure property rights and impartial judicial enforcement of the contracts, provide the basis for successful private enterprise. However, agricultural marketers contracting with indigenous village farmers find that if they contract with a farmer to grow dalo, papaya, ginger, etc., (after supplying them with seed and fertilizer and other farm supplies) that, if the farmer sells the produce to another marketer who offers a higher price, they cannot enforce the contract through the courts as the farmers have no realizable assets. Therefore, it seems that the challenge is to help villagers develop an asset base so that they can be sued for breach of contract; or, to look at it more positively, to help them move into the commercial world. However, in the absence of a form of leasehold system for the communal land that will be accepted as collateral by a commercial bank, and given the difficulty of finding other securitizable assets or income streams, it is difficult to see how the village farmers can generate an asset base.
In Fiji, a leasehold system for communally-owned land was developed and was the basis for the continuation of the sugar industry, with the lessees mainly Indo-Fijians. Now the 30-year agricultural leases have mostly expired and for several years there has been a political impasse over the renewal of the system. Under other legislation, a system of 99-year leases was developed for the construction of resort hotels; and this legislation has become one of the foundations for the successful tourism industry in Fiji (and, more recently, in other Pacific island countries such as Cook Islands, Samoa, and Vanuatu).

Other research that I have been associated with has examined the experience of indigenous Fijian farmers who have taken over the expired sugar leases from the Indian farmers (Kingi 2006). Where the indigenous farmer continues to live in the village he finds it very difficult to resist the significant social pressures to provide labour for communal activities, to give up his working bullock for feasts celebrating a wedding or a funeral, to contribute labour to village activities, or to sell his fertilizer allocation to buy yangona (kava). Under these circumstances the farming was usually a failure, although the farmer was honoured for having given his all to the village. Moving out of the village to live on the farm allows the farmer more time for farm husbandry but those who have never previously lived or worked outside the village may suffer from their lack of experience.
By contrast, there are successful enterprises where groups of cane farmers, usually from the same village and working within the traditional hierarchal structure, have formed management groups and share collectively-owned farm implements, labour, and technical knowledge. While, as individual families, these farmers still contribute to the social obligations of the village, they are able to quarantine the farm assets from these obligations by pointing out that the assets belong to the group and not to them as individuals.

Alignment of the management of the farming enterprise with the hierarchal village structure also appears to reduce the pressure from social obligations. This is an interesting example of institutional innovation that aligns the development of commercial activity with the norms of a collectivist society. Kingi (2006) argues that this manner of carrying on commercial activity is in conformity with the cultural norms of the Fijian village community, as the wealth created is seen as adding to the cultural and communal capital of the community and so enhancing its status, rather than being seen primarily as for the benefit of the individual.
However, it should be emphasised that these management groups are effectively quarantining the farm assets and income from the social obligations of the village. How well these group farming activities will work will largely depend, I believe, on the design of the governance of the body and its ability to minimize Principal/Agent problems. Joint ownership and use of the assets of the group means that they are, in a sense, all Principals and all Agents, and this could create moral hazard problems in that no one takes responsibility for repairs and maintenance. (The Principal/Agent Problem can be illustrated by paraphrasing Larry Summers: “In the history of the world, no one has ever washed a rental car”.)
Agency problems have bedeviled the Incorporated Land Groups set up in Papua New Guinea to distribute mining rents to the landowners (Koyoma 2004). The agents in these cases are mainly the “big men” who have appropriated much of the mining revenues for their own benefit. Management groups have also been operating in New Zealand in the management of Maori resources, where there has been mixed success, with some enterprises very successful and others not (Kingi 2006). Success also depends upon the capacity of the leadership of the group and/or its willingness to hire good managers. It is generally true that cooperative farming and processing enterprises around the world have done poorly because of the unwillingness of the groups to hire good managers and reward them appropriately.
Lessons for remote Aboriginal communities in Australia
Australian Aboriginal communities have much the same cultural characteristics as Pacific Island indigenous communities. Importantly, they hold very strongly to cultural norms of sharing and communal ownership of land. As well, they have strong respect for authority. Sharing can be a wonderful virtue but it does inhibit saving and investing and entrepreneurial activity—the foundations of economic growth. “Free riding” can be a serious problem in collective pursuits; leading to a “mutual shirking equilibrium”, as someone described the basic problem of the Indian economy before it was opened to competition. Respect for authority can be effective in fostering political stability but it can lead to difficulties in achieving good governance.
While the collectivist cultural norms of sharing and communal land ownership may not serve the Aboriginal communities well in making the most of the economic opportunities available, we should not expect these values or their outcomes to change any time soon. It is also little use arguing for the setting up of businesses by Aboriginal entrepreneurs within remote Aboriginal communities, or for the development of cooperative businesses, unless they are able to develop institutional arrangements that will quarantine the business from the community’s social obligations and sharing norms. Leasehold systems may be developed for Native Title land and this may well create opportunities for the land to become more productive by allowing non-indigenous investors to use the land. But it will not have much impact on potential Aboriginal entrepreneurs unless they are able to quarantine the business from cultural obligations and adopt governance arrangements that will be effective.

As I intimated earlier with respect to Hofstede’s “power distance” dimension of a society’s culture, if a society has a strong respect for authority—as is the case in the Pacific and in Aboriginal communities—it is exceedingly difficult for the normal checks and balances to work so that there are good governance outcomes. Societies that have a high respect for authority appear prone to “capture” by “chiefs” and “big men”. The outcomes seem worse when the authority is conferred through birth, as this inhibits competition. Good governance principles of transparency and accountability are thus not easily put into practice.
In the Pacific, the combination of respect for traditional authority and the smallness of the population—so most people in positions of power and with prudential oversight have close family or personal relationships—results in the standard governance checks and balances of supervision, auditing, reporting and sanctioning being largely ineffective. Therefore, corruption and nepotism is rife. Conflicts of interest abound, and elite looting of trust funds, provident funds, and development banks is pervasive.

Stories of poor governance in the management of Aboriginal assets and revenues are often heard. The truth of these allegations has to be proven. Nevertheless, there is a widespread perception that the most effective use is not being made of the assets and revenue streams under the control of Aboriginal communities. Examples of good governance in the control and use of assets and incomes under Aboriginal community control need to be demonstrated to the Australian community and among the communities themselves.
In those remote Aboriginal communities left with limited physical resources, economic opportunities will be limited—even with the creation of a suitable investment climate, including the securitization of land. Therefore, many Aboriginals will have to move out of their communities in order to do well economically. Just as more and more Pacific Islanders have been doing this for many years, a few Australian Aboriginals have been able to achieve notable success in the individualistic part of the Australian society. As Hofstede (1980) says, it is the culture than is collectivistic, not the individual. Pacific Islanders are able to function just as effectively in Australia, New Zealand, and elsewhere, as do people from other cultures—except when they move into ghettos. In the ghettos, the home cultural values predominate and Pacific peoples behave as they do in their home village. I am sure that the same is true of Australian Aboriginals moving into ghettos in the towns and cities. While for people from some cultures, ghettos are an important stepping stone to economic success, I doubt that they are a positive factor in economic success for people from a collectivist-sharing culture, and perhaps policymakers should be careful not to encourage them.
Where migration is possible, Pacific Island people educate their children to migrate to market-based societies. In most cases, they perform just as well economically as the rest of the population of the host country. They send back remittances to their families and for village celebrations and other obligations. That is, they retain strong links to their village community, and are thus able to return when they wish. Most of the smaller Pacific Island countries are very similar to remote Australian Aboriginal communities in that they are unlikely ever to be so economically viable that they will be able to support growing populations. Therefore, they will continue to need financial support from their relatives working overseas or from foreign aid that provides for essential infrastructure.

Education of Australian Aboriginal children to enable them to move out of their communities to work in the market economy, so that they can send back remittances to help improve their families’ living standards and maintain their links with the community, seems to be a necessary dimension of their future. This does not mean that the migrants lose their identity or the cultural values of their communities. In fact, they will have the rich opportunity to enjoy the best of both worlds, returning for holidays or when they retire—as happens in the Pacific.
Debate in Australia over policies for Australian Aboriginal communities, especially remote communities, has fortunately swung sharply away from a focus on welfare approaches—an approach that I am sure has had a deadening impact on the entrepreneurial spirit of the Aboriginal people. But now the discussion seems to be suggesting that the choice is between economic development of the remote communities or mass migration to the “other” part of the Australian economy. I am suggesting that neither of these is feasible, nor desirable. With appropriate policies and institutions, economic possibilities will be excellent in some communities but poor in others. Therefore, the need for movement into the other part of the economy will differ between communities but all should be able to enjoy a mixture of both.
Just as in the Pacific, the migration will only occur when people receive a suitable education for movement into the market economy. This education has to begin at a very early point in a child’s life. Given the family circumstances of most children in remote Aboriginal communities, I strongly advocate early childhood education such as the “Head Start” program in the US. This program tries to make up for the fact that children in low-income, lowly-educated households will not be read to by their parent(s) or receive other encouragement to learn. Receiving an education that equips them to move between the two societies, they will have hope based on realizable expectations—the antidote to youth dysfunction.

However, this policy will only work if the welfare dependency-drag on personal achievement is removed. In Pacific communities there are no welfare payments. Hence, with increasing population pressure on village living standards, there is pressure for family members to enhance household incomes by leaving the village. Continuing welfare dependency in Aboriginal communities is inimical to such movement in these communities.
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