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PREFACE

South Australian Economic Indicators is a monthly publication which
contains the latest available data at the time of preparation for a range of
statistical series that have been identified as indicators of economic
activity in this State. In a number ol cases the figures presented are
preliminary and subject Lo revision in subsequent issues.

¥Written and graphic commentary have been included for many of the
sclecled series and analysis has been augmented with the calculation of
the percentage change from the previous reference period together with
the presentation of comparative Australian data.

Time series information has been included o provide a historical
perspective on many of the selected indicators. Future issues may be
expanded to include further historical data in response to expressed user
needs. This product is under continuous review and any suggestions for
enhancement will be welcomed.

More detailed information on each series, including explanatory and
technical notes, can be obtained from other Australian Bureau of Statistics

publications or alternative data sources. To assist those seeking further
information a source publication for each of the series has been
documented in the statistical summary.

This tssue includes the final part of a special article entitled Nationa!f
Accounts, Sources and Uses: A Focus on Taxation Statistics. Future
issues will contain further articles on statistical topics which concentrate
on longer term trends or other issues pertinent to the South Australian

economy.

If you have any inquiries concerning this publication please contact the
editor, John Callinan, telephone (08) 237 7307. All requests for
statistical information should be directed 1o the ABS Information Service,
GPO Box 2272, Adelaide SA 5001, telephone (08) 237 7100.

P.M. GARDNER
Deputy Commonwealth Statistician
and Government Statist

Australian Bureau of Statistics
Adelaide
May 1996
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REVIEW

1

Overview

The gross state product (GSP) grew 1.5% in the Deccmber quarter
1995 compared with the national average of 1.3%. This is the second
consecutive quarter in which GSP has exceeded the national rute.

The vatue of merchandise exports for February 1996 was $478.2 mil-
lion and nearly double that of February 1995.

The value of merchandise imports for February 1996 were $254.1 mil-
lion, an increase of 0.9% on the previous month and 1.1% on February

1995.

The trend estimate of retail wrnover decreased by 0.7% in February
1996, continuing the decline of the growth rate since April.

The rend estimate for new motor vehicle registrations in March 1996
increased 1.7%.

The trend estimate for private new capiial expenditure for the Decem-
ber guarter 1995 was $451 million, an increase of 3.2% from the previ-
ous quatter.

The trend estimate for the total number of dwelling units approved in
February was 4.3% below the previous month, and 41.9% less than
February 1995.

Non-residential building approvals in February 1996 were valued at
$16.5 million and contributed 1.5% to the Austrakian total.

For the March quarter 1996 the Consumer Price Index (all groups) in-
crease of 0.4% for Adelaide was the same as the average for the eight
capital cities.

The Price Index of Materials used in House Building fell by (.1% in
Adelaide for February 1996 and by 1.3% over the past twelve months.

Adelaide recorded a rise of 0.1% in the Price Index of Matcrials used in
Building other than House Building for February 1996.

At 30 September 1995 the estimated resident population of South Aus-
tralia was 1,474,674. This was an increase of 0.05% (708) persons from
the June quarter, which was below the national increase of 0.3%.

The trend estimate of employed persons has generally remained flat
over the past 3 months.

‘The trend unemployment rate has decreased from 9.9% in March 1995
to 9.4% in March 1996.

The trend estimate for the value of owner-occupied housing commit-
ments for February 1996 was $255.1 million, down 0.2%.

Businesses expect a rise of 1.5% in sales of goods and services in the
June quarter 1996 and 3.6% in the March quarter 1997 compared with
the March quarter 1996,



State Accounts

NOTE: Deficiencies in the data sources used o eslimate gross operaling
surplus for recent quarters may at times lead to the current price esti-
mates of Gross State Product(I) being under or over stated for particular
States. Consequently, the measured growth rate for constant price GSP(I)
for those States will also be affected.

The constant price series for Gross State Product (GSP) have been la-
belled as 'experimental’. Users are cautioned that these estimates are de-
rived indirectly by calculating a deflator from the expenditure compo-
nents. It is emphasised that, at times, movements that can not be fully ex-
plained may be introduced into the constant price GSP(I) series through
the use of this proxy deflator.

Trend Estimates (Current Prices) The gross state product (GSP) grew 1.5% in the December quarter 1995
compared with the national average of 1.3%. This is the second consecu-
tive quarter in which GSP has exceeded the national rate.

Although wages, salaries and supplements grew by 1.4% in the December
quarter, growth has been below the national rate since December quarter
1993.

In contrast, growth in gross operating surplus has been above the na-
tional rate for the past two quarters, with the December quarter growing
by 1.6% compared with the national rate of 0.8%.

Growth in indirect taxes less subsidies has been quilc strong relative to
the national rate over the past four quarters with the December quarter
increasing 1.2% compared with the national rate of 0.8%.

Trend Estimates (Constant Prices) The experimental GSP at constant prices grew 0.8% in the December
quarter 1995 and 3.3% throughout the year.

GROSS STATE PRODUCT - TREND
(CONSTANT PRICES)
Quarterly Change
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State final demand showed no change in the December quarter compared
with a national increase of 0.5%. Only Queensland (-0.1%) recorded
lower growth.
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For the third consecutive quarter, the rate of increase in private final con-
sumption expenditure slowed with the 0.7% increase in the December

quarter compared with the strong growth of 1.7% experienced in the
March quarter 1995.

Private gross fixed capital expenditure increased by 0.6% in December,
the first quarterly increase since the December quarter 1994. Increases in
expenditure on equipment and non-dwelling construction more than off-
set the decline in expenditure on dwellings. Private gross fixed capital ex-
penditure is now at a level 24.5% below December quarter 1994.

Public final consumption expenditure declined 2.3% in December.

International Accounts

-

Exports The value of merchandise exports for February 1996 was $478.2 million.
This was an increase of 19.8% on the previous month and an increase of
98.3% on February 1995. The agriculture, forestry and fishing industry
has contributed 27.1% of the total value of exports in the past three

months.
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imports The value of merchandise imports for February 1996 were $254.1 million,
an increase of 0.9% on the previous month and 1.1% on February 1995,
The leading commodity groups imported as a percentage of the total
value of goods imported were petroleum and petroleum products which

represented 17.0%, machinery 19.7% and other manufactured goods
24.2%.

Consumption and Investment

Retaii Turnover The trend estimate of retail tarnover in South Australia decreased by 0.7%
in February 1996, cortinuing the decline of the growth rate since April
1995. Over the past three months the trend estimate has declined by
$15.5 million caused by the decreases of $12.7 million in hospitality and
services group, and $7.1 million in the food retailing group. Clothing and
soft good retailing showed an increase of $2.6 million, with all other
groups recording small increases.

The seasonally adjusted estimate of retail trade in February 1996 in-
creased 1.4%. In original terms, South Australian retail turnover was
$691.4 million, an increase of 8.1% on February 1995.

RETAIL TURNOVER
PERCENTAGE CHANGE FROM PREVIOUS MONTH
Trend
- Australia

& South Australia
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New Motor Vehicle Registrations The South Ausiralian trend estimate for new motor vehicle registrations in
March 1996 increased 1.7%. This is a continuation of trend increase
which commenced in October. The seasonally adjusted estimate for
March 1996 decreased by 2.7% from February 1996 but increased 4.9% on
March 1995.

In original terms there were 3,866 new motor vehicles registered in March
1996. For new passenger vehicles, the leading makes registered were
Holden (868 vehicles), Ford (735), Mitsubishi (500), Toyota (460), and
Hyundai (155).




Tourist Accommaodation

Private New Capital Expenditure

Production
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When the December quarter 1995 is compared with the December quar-
ter 1994, the number of holiday flats, units and houses available for short-
term letting decreased by 4.6%. Unit nights occupied fell by 3.1% while
the unit occupancy rate increased from 40.0% 1o 40.3%. Accommodation
takings rose by 4.0% from $3.0 million 1o $3.1 million while average Lak-
ings per unit night occupied rose from $61 1o $65.

The trend estimate (in current prices) for private new capital expenditure
in South Australia for the December quarter 1995 was $451 million. The
increase of 3.2% from the previous quarter is a reversal of trend decline
which commenced in March quarter 1995. The increase in figures for
South Australia was higher than for any other State with the Australian fig-
ure rising by 0.6%. The South Australian total for the quarter now repre-
sents 5.0% of the Australian figure.

Private new capital expenditure in original terms for the December quar-
ter 1995 was $5%6 million, an increase of 49.2% from the Seplember guar-
ter 1995. Buildings and structures accounted for $87 million, and equip-
ment, plant and machinery §449 million. Expenditure for the 1995 year
fell by 5.3% from 1994 with the Australian figure rising by 12.7%.

-

Dwelling Approvals

The rend estimate for the total number of dwelling units approved in
South Australia in February was 4.3% below the previous month, and
41.9% less than February 1995.

The trend for the number of private sector houses approved dropped
2.1%. This foliows falls of 2.3% in january and 2.7% in December 1995.

The number of dwelling units approved in original (unadjusted) terms for
South Australia in February was 486 an increase of 36.9% on January 1996
(355).

The national trend estimate for the number of dwelling units approved in
February 1996 (10,096) was marginally above jJanuary (10,093), and
23.5% lower than February 1995.

In original terms the total number of dwelling units approved in Australia
in February 1996 was 10,109, an increase of 21.7% on January 1996, and
was 17.3% lower than February 1995.



Dweliing Commencements

Value of Non-residential
Building Approvals

Value of Total Building Activity

DWELLING UNITS APPROVED
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The number of new dwelling units commenced in South Australia contin-
ued to fall during the December quarter 1995. [t was down 11.5% to
1,557. This compares with a fall of 10.8% nationally. There was a de-
crease of 45.1% in South Australia and 34.2% nationally when compared
with the December quarter 1994. Expressed as a proportion of the na-
tiona! total, the number of commencements in South Australia was 5.2%
ccmg)arcd with 5.2% last quarter and 6.2% for the December quarter
1994.
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Non-residential building approvals for South Australia in February 1996
were valued at $16.5 million. There were 3 projects in the $§1 million to
$5 million category.

In February 1996, South Australia contributed 1.5% towards the total
value of Australian non-residential building approvais of 1,087.7 million.

The total value of building work commenced in South Australia during
the December quarter 1995 rose 1.9% from the previous quarter 0$285.8
million. Compared with the December quarter 1994, South Australia
had an 18.9% decrease in building commencements while the corre-
sponding national movement was a 17.2% decrease. The South Australian
share of the national total of building commencements was 4.8% for the
December quaricr.



The total value of building work done during the December quarter 1995
rose 9.2% 1o $327.1 million compared with a decrease of 2.4% nationally.
Compared with the December quarter 1994, South Australia had a 15.0%
decrease in the value of total building work done while the correspond-
ing national movement was a 0.8% decrease.

VALUE OF BUILDING ACTIVITY
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Value of Engineering Construction In the December quarter 1995 the value of engineering construction work

Prices

done in South Australia rose by 19.8% (16.0% nationally) to $169.5 mil-
lion. South Australia had a 4.5% share of the national total. The value of
work commenced during the quarter rose by 6.0% (o $144.0 million com-
pared with a national decrease of 41.7%. The State's proportion of na-
tional commencements was 4.9%.

Consumer Price Index

For the March quarter 1996 the Consumer Price Index (all groups) in-
crease of 0.4% for Adelaide was the same as the average for the eight capi-
tal cities. The annual increase for Adelaide was 3.2% while nationally the
Consumer Price Index increased 3.7%.

CONSUMER PRICEINDEX
Change from Previous Quarter
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House Buiiding Materiais

Non-house Building Materials

The Price Index of Materials used in House Building fell by 0.1% in Ade-
laide for February 1996 over the past month. The weighted average for
the six State Capitals fell 0.3%. For the past twelve months the Index fell
1.3%, with the weighted average of the six Sate capitals falling of 0.6%.

The decrease in the price for ready mix concrete, softwood timber and
plastic pipes has caused the fall in the Index.

MATERIALS USED IN HOUSE BUILDING
Change from Previous Month

Per Cent
r2

Adeclaide

6 Capitals

Adelaide recorded a rise of 0.1% in the Price Index of Materials used in
Building other than House Building for February 1996 over the past
month. The weighted average of the six State Capitals showed no move-
ment. Qver the past twelve months a rise of 1.0% was recorded in the In-
dex for Adclaide while the weighted average of the six State capitals
showed a 1.7% rise.

The increase in price of ready mix concrete was the main cause in the in-
crease over the last month. -

MATERIALS USEDR IN BUILDING
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House Prices

10

The price index of established houses and project homes in Adelaide fell
2.3% and 0.4% respectively during December quarter 1995. Nationally,
over the same period prices for both established houses and project
homes fell by 0.2%. -

In Adelaide over the twelve months to December quarter 1995, there was
a price decrease of 3.0% for established houses and a decrease of 2.0% for
project homes. Nationally, for the twelve month period, established
house prices recorded a 0.3% increase while project homes rose by 1.0%.

Labour Force and Demography

Population

Employment

Unemployment

At 30 September 1995 the estuimated resident population of South Austra-
lia was 1,474,674. This was an incrcasc of 0.05% (708) pcrsons from the
June quarter, which was below the national inercasc of 0.3%. The con-
tinuing low growth rate for South Australia is attributable to a large nct
outflow in interstate migration of 2,157 persons which was offset by a net
inflow of overseas migration of 1,106 persons and a natural increase of
1,759. The quarterly interstate migration loss was the highest recorded
from South Australia.

The trend estimate of employed persons in South Australia has generally
remained flat over the past 3 months, following a slight decrease between
September 199% and December 1995. The March 1996 estimate
(655,600) is almost one per cernt higher than the level of 12 months ago.

In March 1996, the rend estimate of employed persons in Australia was
8,321,800. This was 1.8% higher than the level of 12 months ago. In the
12 months to March 1996, tull-time and part-time trend employment esti-
mates have increased by 1.7% and 2.1% respectively.

EMPLO YMENT
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The trend uncmployment rate for South Australia has decreased from
9.9% in March 1995 10 9.4% in March 1996. Over the same period, the
wrend unemployment rate for males has decreased from 10.8% to 10.2%,
while the rate for females has decreased from 8.8% 10 8.4%.
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The provisional trend estimate of the unemployment rate in Australia has
remained at 8.4% for the past 11 months.

Qvertime The proportion of employees who worked overtime in South Australia in
February 1996 was 13.8%, compared with 16.3% in February 1995.

industrial Disputes There were 300 working days lost through indusirial disputes in South
Australia during January 1996. At 1.5% of the national total (20,000),
South Australia experienced the lowest level of industirial disputation of
all the States.

In the 12 months to January 1996, 15,300 working days were lost due 10
industrial disputes in South Australia.

INDUSTRIAL DISPUIES
WORKING DAYS LOST
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Short term Overseas Visitor The estimated number of short term overseas arrivals staying in South
Arrivals Australia in December 1995 was 8,574 a decrease of 2.0% over the previ-

ous month but an increase of 9.4% on December 1994. The South Austra-
lian share of the Australian total was 2.0%.




Short term Resident Departures

incomes
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SHORT TERM ARRIVALS AND DEPARTURES

Number

Maonth

During December 1995 the number of short term departures of South
Australian residents was 10,760, a 47.5% increase over the preceding
month burt a 6.7% decrease on December 1994,

Average Weekly Eamings

Award Rates of Pay

Financial Markets

The trend estimate of average weekly ordinary time earnings of full-time
adult employees in South Australia fell from $615.00 in August 1995 1o
$613.70 in November 1995. Male full-time ordinary lime earnings de-
creased from $641.60 in August 1995 to $641.50 in November 1995.
Over the same period, the comparable level for females decreased from
£558.40 to $553.40,

Between August 1995 and November 1995, the trend estimate of average

weekly total earnings of all employees in South Australia decreased from
$514.10 o $510.90.

Since it is an average of earnings across all employees, changes in average
weekly earnings may occur through changes in employment as well as
changes in pay levels.

Over the 12 months to February 1996, the weekly award rates of pay in-
dex for full-time employees in South Australia increased by 1.5%.

For full-time adult male employees, the largest annual movement of the
index occurred in the electricity, gas and water supply industry division,
with an increase of 3.6%.

For full-time adult female employees, the largest annual movements of
the index occurred in the manufacturing and finance, property and busi-
ness services industries, each with an increase of 1.9%.

Housing Finance

The trend estimate for the value of owner-occupied housing commit-
ments for February 1996 was $255.1 million, down 0.2% over the previ-
ous month. This fall was against the national trend which rose 1.5%. The
State trend estimate has remained fairly constant since September 1995.



Personal Finance

13

SECURED HOUSING FINANCE COMMITMENTS
TOQ INDIVIDUALS (ALL LENDERS)
(Exciuding Alterations and Addltions)

Moanthly Total
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Total housing finance commitments (original figures including alterations
and additions) increased by 16.7% to $285.2 million compared with the
previous month and up by 20.6% on February 1995. Finance commit-
ments for construction of dwellings increased by 29.8% to $27.9 million
compared with the previous month but were 8.9% lower than February
1995. The national fall over those twelve months was 2.3%. Finance com-
mitments for the purchase of established dwellings, the largest category,
were up by 14.3% to $166.0 million in February and up by 8.4% com-
pared with the previous February. The national increase in commitments
for established dwellings over those twelve months was 13.2%. Commuit-
ments for the purchase of newly erected dwellings increased by 31.7% to
$13.0 million, up by 61.3% on February 1995.

Refinancing (original series) accounted for 20.3% of housing commit-
ments to individuals continuing the high pro ion evident since June
1995. Alterations and additions reached $20.6 million to be 7.2% of the
total. )

Personal finance commitments increased by 2.1% to $179.2 million dur-
ing February compared with the national increase of 2.8%.

Fixed loan commitments increased by 4.0% 1o $129.7 million, the highest
February figure this decade. The biggest increase was recorded against re-
financing which increased 21.8% to $28.9 million, 52.9% above the previ-
ous February. Sales of used motor vehicles and station wagons, the largest
category, decreased by 6.1% to £39.6 million during the month, 11.0%
above February 1995. New motor vehicles and station wagons commit-
ments during February remained at $11.4 million, 23.5% lower than Feb-
ruary 1995 compared with the national decrease over the year of 3.4%.

Personal finance commitments under revolving credit facilities decreased
by 2.5% to $49.6 million during the month, 4.2% below February 1995.
Secured personal finance commitments under revolving credit facilities
increased by 10.3% to $20.3 million and unsecured decreased for the
third consecutive month, down by 9.7% to $29.3 million, but still 10.4%
above the previous February.



Commercial Finance
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PERSONAL FINANCE COMMITMENTS

{ALL LENDERS)
Moathly Total
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Commercial finance commitments in February 1996 decreased by 20.4%
to $447.5 million compared with January but were 17.4% higher than
February 1995. The corresponding Australian figures showed a 12.3% fall
for the month but were 50.7% higher than the previous February.

Commercial finance commitments under fixed loan facilities increased by
25.3% to $317.4 million during February and were 49.7% above February
1995. This raised the State's proportion of the Australian commercial
fixed loan facilities to 6.4%. The main increases were for agriculture, for-
estry, fishing and hunting (which reached $54.9 million), manufacturing
($34.8 million), wholesale trade ($30.1 million) and construction ($12.0
million).

Revolving credit facilities decreased by 57.9% to $130.1 million compared
with January and were 23,.1% down on Febyuary 1995. The main fall was
for manufacturing, down 88.4% to $19.6 million following 2 high months.
Wholesale trade fell by 59.6% to $14.2 million afier a very high month in
January. Agriculiure, foresiry, fishing and hunting increased by 50.8% 10
$27.4 million, 50.3% higher than February 1995,

COMMERCIAL FINANCE COMMITMENTS

(SOUTH AUSTRALIA)
Monthly Total
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Lease Finance
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The value of goods under new finance lease commitments increased dur-
ing February by 79.9% to $23.4 million, 35.2% above February 1995. This
followed the very low January figure when South Australia's proportion of
the national figure was down to 2.8%, compared with 4.0% in February,
its normal level. N

New motor vehicles and station wagons not subject Lo depreciation, the
largest category, increased by 13.6% to $3.9 million (26.3% below the pre-
vious February) while those subject to depreciation increased marginally
by 0.2% to $1.3 million. Used motor vehicles and station wagons not sub-
ject 1o depreciation however fell by 21.9% to $2.4 million while those sub-
ject to depreciation were up significantly afier a very low January. Com-
mitments for construction and earthmoving equipment reached $4.2 mil-
lion. the highest month since July 1990. The other major increase was for
electronic data processing equipment which rose to $4.1 million.



Forward Outlook
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Composite Leading Indicator

Australian Business Expectations

The Composite Leading Indicator (CLI) is a single time series produced by
aggregating eight individual economic indicators, and has been developed
by the ABS as an experimental series to supplement existing forms of eco-
nomic analysis and modelling.

The CLI summarises the early signals contained in a selection of economic
indicators and is designed to assist the detection of turning points be-
tween successive expansions and slow downs of cconom activity as
measured by constant price GDP(A). It does not attenw o forecast the
level of economic activity.

In the December quarter 1995 :

B the experimental CLI fell 0.07%, the fifth consecutive fall since the Sep-
tember quarter 1994 peak. However the rate of fall eased from 0.29%
in the September 1995 quarter.

®  the last turning point in the CLI is coincident with the last turning
point in the reference series (deviations in the trend growth rate of
GDP(A) from its historical long-term trend).

The quarterly data are released in more detail in the Awstralian Economic
Indicators (1350.0). The CLI was the topic of the Focus article in the Sep-
tember 1993 edition of Sowth Australian Economic Indicators (1307 .4).

Surveys of business expectations have been available to decision makers
for a number of years from several sources. Thesc surveys provided guali-
tative indicators in the form of the net proportion of businesses expecting
a rise or fall in future business conditions. Since the December quarter
1993, the ABS has been compiling a quantitative indicator of business ex-
pectations in the form of an expected weighted aggregate change in a
range of economic variables. These data are available on a quarterly basis
in Australian Businoss Expectations ( 5250.0).

AUSTRALIAN BUSINESS EXPPECTATIONS SOUTH AUSTRALIA AND AUSTRALIA
SALES OF GOODS AND SERVICES
EXPECTED PERCENTAGE AGGREGATE CHANGE

Short termn {a) Medium term (b)

Reference Period South Australia Australia South Australia Australia
1994

September quarter 4.5 2.3 3.2 4.1
December quarter -0.1 -0.8 2.8 2.3
1995

March guarter 1.8 1.4 1.1 3.0
Jung guarter 0.2 1.3 0.8 2.3
September quarter 16 21 24 3.4
December quarter 06 0.2 25 4.4
1996

March quarter 15 2.3 36 4.1

{a) Short term is the following quarter.
(b) Medium term is the same quarter in the following year.

Short term

Businesses in South Australia expect a rise of 1.5% in sales of goods and
services in the June quarter 1996 compared with the March guarter while
the national expectation was a 2.3% increase.

Medium term
Businesses in South Australia expect sales of goods and scrvices in the

March quarter 1997 1o be 3.6% above March quarnier 1996 Ausiralia wide
the expectation was for 4.1% growth.
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STATISTICAL SUMMARY

SCUTH AUSTRALIA AUSTRALIA
% change frgmi % change from
Same - Same 8A
period perod as a
Previcus  previous Previous previous % of
Indicator _ __Period No., period year  No. period year Australia
State Accounts
Gross domestic product ()
Current prices $m Dec. gtr 95 8,720 18.2 10.3 127,092 9.0 8.4 1.6
19809-80 prces trend $m Dec. gtr 95 7,427 0.8 23 106,362 0.6 2.5 7.0
Wages, salaries and supplements
Current prices trend $m Dec. qtr 95 4,305 14 5.7 59,505 1.9 7.6 7.2
Private final consumption expenditurs
Current prices $m Dec. gqtr 95 6,055 88 7.1 79,086 5.4 6.8 7.7
1888-80 prices trend $m Dec. gtr 95 4917 0.7 5.1 84,831 1.0 4.1 7.6
Private gross fixed capital expenditure
198%-80 prices trend $m Dec. qtr 95 8a5 C.6 -24.5 17,971 0.5 -2.6 5.0
international Accounts
Exports (exciuding re-exports) $m Feb. &6 478.2 18.8 98.3 5,755.1 1.5 16.8 2.3
Irmports $m Feb. 96 2541 0.9 11 86,2045 5.2 11,5 4.1
Consumption and Investment
Retail tumover
Current prices orignal $m Feb. 96 €61.4 4.8 81 58,3408 5.8 12.7 7.4
Current prices trend $m Feb. 96 754.5 -0.7 46 10,1596 0.4 B2 7.4
1989-90 pricas original $m Cec.qr 9t 2,216.0 175 75 28,7285 17.2 4.2 7.7
New motor vehicle registrations
Original No. Mar. 96 3,866 0.9 -4.0 54,783 2.9 -4.3 7.1
Trend No. Mar. 96 3,794 1.7 4.3 54,173 10 0.2 7.0
Takings, licensed hotels, motels and
puest houses with facilities $m Dec. qtr 95 43.0 6.0 4.2 863.8 1.4 8.4 5.0
Private new capital expenditure
Current prices orignal $m Dec. qtr 95 53§ 492 2186 9,788 133 5.6 5.5
Current prices trend $m Dec. gqtr 95 451 3.z -18.9 8,879 0.6 5.8 5.0
Private new capital .
expenditure m 189495 2,106 . 419 34,336 . 19.5 6.1
Expected private new capital $m 199596 1,809 - -11.3 37,875 v 10.3 4.9
expenditure
Expected private new capital $m 1996-97 1,491 - -20.2 31,728 . -16.2 4.7
expenditure
Production
Dwelling unit approvais
Original No. Feb. B8 486 38.9 -28.4 10,1098 21.7 -17.3 4.8
Trend No. Feb. 56 447 -4.3 -41.9 10,098 0.0 -235 4.4
New dweiling units commenced NO. Dec. gir 95 1557 -115 -45.1 30,08¢ -10.8 -34.2 5.2
Value of non-residential building
approvals $m Feb. 96 1865 -74.4 -385 1,087.7 3695 21.7 1.5
Value of total building activity
Commenced $m Dec. qr 95 2858 1.9 -189 60019 -75 -17.2 4.8
Work done $m Dec. gtr 95 3271 8.2 -18.0 77,0740 2.4 £.8 4.6
Work yet to be done $m Dec. gtr 85 307.9 -8.8 0.5 8,273.4 -9.4 -7.3 3.7
Value of engineering construction
work done $m Dec. qir 95 188.5 19.8 0.8 3,803.3 1B.0 15.8 4.5
Manufactunng production
Hectricity {(SA and NT) mill. kWh Feb. 96 742 4.0 -11.0 13,354 2.4 -1.0 5.6
Cheese tonnes Dec. 95 2,912 -3.7 -11.2 28876 4.0 23.3 10.1
Red meat tonnes Feb. 96 20,905 6.4 -1.2 223,251 13.0 8.4 9.4

Mineral exploration expenditure
(other than for petroleum} $m Dec. gtr 85 6.6 17.9 29.4 229.3 29 -1.3 2.9
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SOUTH AUSTRALIA

- AUSTRALIA
% change from % change from
Same Same SA
period pariod asa
Pravious previous Previous previous % of
Indicator Period No. period year No. period year Aushralia
Prices
CPl - All groups 18859-90=100 Mar. qtr 96 1216 0.4 3.2 119.0 0.4 3.7
Price index of matenals used in
house building 1989-90=100 Feb. 96 117.9 0.1 -1.3 1183 0.3 0.6
Price index of materials used in
building other than houses 1989-60=100 Ffeb. 88 112.7 0.1 1.0 1128 0.0 1.7
Price index of established houses  1989-80=100  Dec. qir 95 107.5 2.3 -3.0 1124 0.2 0.3
Price index of praject homes 1982-90=100 Dec, qir 95 112.7 0.4 -2.0 1084 0.2 1.0
Labour Force and Demography
Pepulation {resident at end qtr) ‘0Q0 Sep.qtr 95  1,474.7 0.0 0.3 18,1144 0.3 1.3 a1
Labour force
Onginat ‘000 Mar. 96 ¥27.1 0.2 0.7 88,1138 0.1 15 8.0
Trend 'CO0 Mar. 96 724.0 0.1 0.4 8,087.7 0.0 1.6 8.0
Employed persons
Criginal ‘000 Mar. 98 658.1 0.9 1.8 83027 0.5 1.7 7.9
Trend 000 Mar. 95 855.6 0.0 0.8 83218 0.0 1.8 7.9
Participation rate
Orginal (a) % Mar. 36 818 0.2 0.2 53.8 -0.2 2.0
Trend (a) % Mar. 98 61.6 Q.0 0.1 636 -01 0.0
Unemployment rate
Original {a) % Mar. 96 8.5 -1.0 0.8 8.9 05 -0.2
Trend {a) % Mar. 96 2.4 0.0 -0.5 8.4 0.0 -0.3 .
Job vacancies 0O0 Feb. 56 2.7 80.0 8.0 638 1382 11.7 4.2
Average weekly overtime
per employee hours Feb, B8 0.8 -8.4 -20.9 1.4 -1.7 £.6
Industrial disputes ‘GO0 working
days lost Jan. 96 0.3 Q.0 0.0 20.0 80.2 51.5 15
Short-term overseas visitors -
arivals No, Dec. 95 8574 -2.0 g4 422262 299 10.0 2.0
Short-term resident departures Mo, Dec. 95 10,760 47.6 6.7 279,488 389 5.7 3.8
Incomes
Average weekly eamings
(full-time adults; crdinary time)
Criginal $ Noy, 95 616.10 0.4 2.9 659.90 1.2 4.9
Trend $ Nov. 85 613.70 0.2 1.3 861.40 1.1 5.1
Award rates of pay index
{full-time adults, weskly) Jun.1885=100 Feb. 96 147.2 0.0 1.5 144.8 0.0 1.3
Financial markets
Secured housing finance $m Feb. 96 285.2 16.7 206 4,208.7 23.0 19.0 6.8
Finance commitments
Personal $m Feb, 96 179.2 21 5.7 28249 2.8 20.0 6.8
Commercial $m Feb. 96 4475 -20.4 17.4 10,4441 -123 50.7 4.3
Lease $m Feb. 96 23.4 78.8 35.2 589.4 246 236 4.0
Interest rates
Banks new housing loans (a} % Mar. 96 - . 10.50 0.0 0.0 -
Banks business loans (a)
small, medium sized business % Mar, 96 - 11.25 0.0 0.2
large business % Mar. 96 10.78 0.0 0.1

(@) Change is shown in terms of percentage points.
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National Accounts, Sources and Uses: A Focus on Taxation Statistics - Part Two

This is the concluding part of an article contributed by Peter Comisari, Australian Bureau of

Statistics, Canberra.

THE NATIONAL ACCOUNTS AND THE UNDER-
GROUND ECONOMY

The National Accounts Branch is keen to quantify the
understatement of income (or overstatement of ex-
penses} in taxation statistics. However, this item rep-
resents just one component of the so-called "hidden"
or underground economy. To put understatement
of income into its national accounts context, il is
necessary 1o outline what is meant by the hidden
economy. Broadly speaking, the hidden economy
represents all of those production activities that
should be included in GDP, but which may be
missed because one or more of the parties involved
tries to hide them from the relevant public authority.
More specifically, the hidden economy couid be
thought of as comprising the following activities:

(a) economic activities that are legal in their
own right but which are deliberately con-
cealed from the authorities so as to avoid

paying tax or government charges;

b) production of illegal goods and services;
and
(<) employee theft (which should be recorded as

wages and salanies rather than as intermedi-
ate consumplion}.

A failure to cover these activities will result in meas-
ured GDP falling short of the ideal concept of GDP,
that is, as it is defined in SNA93. Such a failurc will
lead to national accounts aggregates which under-
state the size and possibly the growih rate of the
cconomy, which contain biased saving ratios, and
which present a misleading picture of the structure
of the economy. In terms of the three categories
ahove, income tax statistics will not record the activ-
ity in relation to (a). They will probably not record a
great deal of income relating to item (b) but they will
probably treat most employee thefi (item (c)) as cur-
rent business expenses rather than as wages and
salaries.

There are a number of approaches to measuring un-
declared legal activity (item (a) above). However, the
most common method used world wide is to com-
pare estimates of GDP derived from independent
sources, that is, to compare GDP(), GDP(E) and, if
produced, GDP(P). It is usually assumed that the in-
come flow generated by an unrecorded (but legal)
transaction will be concealed by the recipient but the
expenditure will usually be reported by the pur-
chaser. Consequently, some or all of the excess of
GDP(E) over GDP(I) can be attributed to unrecorded
legal transactions. This approach has been used in
Australia in conjunction with more direct estimates
of understatement (sec below).

Another approach 1s to use statistics from income 1ax
audits. [f the audit sysiem is based on a random
sample of taxpayers the under-reporting revealed by
the audit can be applied to the national population

of taxpayers. Audits based on non-random sampies
are less useful for this purpose since they are likely 1o
provide a biased estimate of the level of understate-
ment. For example, audits that targel a particular in-
dustry or group of taxpayers who are identified as
likely to be understating their income are not ran-
dom sample audits.

There have been numerous attempis o delermine
the extent of the hidden economy in various coun-
tries by examining the nature of the vse of currency
within the economy. A1 the most basic level this ap-
proach involves considering the ratio of the volume
of currency in circulation, C, to demand depaosits, D.
An increasing C/D ratio is argued to reflect a greater
relative use of cash as the hidden economy grows,
Of course, such an approach is sensitive to the base
year chosen and cash holdings may increase relative
to money supply for a number of reasons, not neces-
sarily connected with the hidden economy. (Works
on this approach include Guimann (1977) in the
USA and Tucker (1982) in Australia.) Although a va-
riety ol more sophisticated econometric models has
been constructed using this particular approach o
measure the hidden economy, such models typically
rest heavily on assumptions that are difficult or im-
possible to test {(cxamples of such work include Hep-
burn (1992) in Australia and Tanzi (1982), Isachsen
et al {(1982), and Bhattacharyva (1990) overseas).

A further option is one best described as the "expen-
diture approach”. It was used in a paper by NNW.F.
Fisher of the Bureau of Labour Market Research
(1983). Fisher examined only the expenditure side
of the national accounts. He assumed that unre-
corded transactions in the public sector are likely to
be negligible in a country like Australia. This al-
lowed him to concentrate on private final consump-
tion expenditure, private gross fixed capital
expenditure and increase in stocks held by the pri-
vate sector as potential areas for the "hidden" econ-
omy to be exposed. For each of these three items
(but particularly private final consumption expendi-
ture and private gross fixed capital expenditure) the
apgregates were dissected as far as possible. The ap-
proach then involved building up an intimate knowl-
edge of each of the categories for which cstimates
were produced so that judgements could be made
about the likely extent of understatement for each
category. While such judgements are necessarily
subjective, they are likely to be more accurate when
applied to individual items of private final consump-
lion expenditure and capital expenditure than when
applied at the broad economy level. An advantage ol
this method is that estimates for all components of
the hidden economy (ie, items (a) to (c) above) can
be jointly estimated.

In relation to item (b) above, SNA93 specilically rec-
ommends that production of illegal goods and serv-
ices be included within the production boundary,
that is, they should form part of GDP. lawuitively,
this would include production relating to illegal



drugs, illegal prostitution and illegal gambling. A
lack of source data prevents most countries from ex-
plicitly including illegal production in their national
accounts. Those countries which have Lried to meas-
ure illegal production usually employ somewhat du-
bious methodologies in attempting to measure a
subset of total illegal production. For example, esti-
mates relating to the illegal importation and subse-
quent domestic distribution of cigarettes have been
included in the Italian national accounts. Imports,
wholesale and retail trade and private final consump-
tion expenditure in the Italian national accounts
have all been adjusted to include the effects of the il-
legal cigarette trade. However, these cslimates have
been based mainly on records of seizures of contra-
band cigarettes by customs authorities - records that
would intuitively not provide the means to accu-
rately measure the exient of itlegal distribution.

Employee theft includes direct thefi of materials and
supplies by employees from the place of work and of
fice fraud, for example, falsification of expense ac-
counts and the use of employers' property for private
purposes. The effect of these activities s 1o under-
state GDP because goods and services stolen by em-
ployees arc mistakenly treated in the cmployers'
accounts (and therefore the national accounts) as in-
termediate consumption rather than as wages and
salaries. There are no reliable national statistics on
the extent of employee theft.

UNDERSTATEMENT OF INCOME IN TAXATION
STATISTICS

This section narrows the focus 1o deal specilically
with the understatement of income (and oversiate-
ment of expenses) in ATO taxation statistics. Na-
tional accounts estimates of gross operating surplus
for the private sectors of the economy depend mainly
on income tax data from the ATO. Consequently any
understatement of income in the aggregale income
tax statistics will flow on 1o the national accounts un-
less the national accountants make explicit adjust-
ments for such undemstatement. Understatement of
income in the data used to compile gross operating
surplus estimates for private corporate trading enter-
prises and non-farm unincorporated enterprises in
the national accounts can arise from any of the fol-
lowing three possibilities:

(a) understatement of income or overstatement
of expenses in respect of taxpayers that are
included in the data provided to the ABS;

)

omission of information for some taxpayers
because the data are not included in the
tabulations/files supplied to the ABS (eg.
data reported to the ATO but not included
in statistical extractions, or late returms not
lodged by the time the statistics are ex-
tracted); and

omission of information for some businesses
because they do not comply with the re-
guirement to lodge taxation returns.

©)

The ABS has applied an upward adjustment faclor 1o
the estimates of non-farm unincorporated enterprise
income and company income since the 1984-85 is-
sue of the annual accounts (5204.0). The current
system used to adjust for the understatement of busi-
ness income in taxation statistics evolved from initial
estimates of the revenue foregone through under-
statement of business income in tax returns which

21

were produced by the ATO and included in the Junc
1985 Draft White Paper "Reform of the Australian Tax
System”.

The ABS used the estimates of revenue foregone in
the Drafi White Paper in order to estimate the extent
of understatement in the incorporated and non-farm
unincorporated enterprises sectors.  These calcula-
tions took into account information about the re-
coupment of revenuc through enforcement activity,
the impact of the introduction of the prescribed pay-
ments system (PPS) and the practice of claiming in-
eligibie expenditure to incorrectly obtain  an
investment allowance deduction. The ATO subse-
quently provided the ABS with estimates of the un-
derstated income implicit in ATO estimates of
revenue foregone. These estimates were used to
modify the initial ABS estimates of understatement of
1ncome.

The estimates of understatement of income in the
taxation siatistics which emerged from this process
were compared with trends in the national accounts
statistical discrepancy, suggesting that ABS income-
based estimates were understated. In order to derive
a time series of estimates of understatement, links
wcre established between the pattern of the statisti-
cal discrepancy, ATO estimates of understatement,
anecdotal evidence of tax evasion and the likely im-
pact on compliance of changes to taxation legisia-
tion. The adjustment faciors are periodically
reviewed, though the basis for making changes to the
factors is necessarily largely subjective. Changes in
taxation legislation and taxation audit policy (eg. in-
troduction of the prescribed payments system in the
construction industry} are assessed when making
changes to the allowances for understatement of in-
come in taxation statistics.

USE OF NATIONAL ACCOUNTS DATA IN MEAS-
URING NON-COMPLIANCE

For internal management purposes the ATO would
need o regularly estimate the extent of non-
compliance in the business sector in relation 10 in-
come Lax and other taxes such as sales tax and fringe
benefits tax. Similarly, estimates would be required
of the extent of non-compliance by individuals in re-
lation to income tax. Obviously the ABS would be
interested in those estimates of understatement of
business income relating t